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Join us for the 
70th Annual 

NSA Convention & Expo 
Vancouver, British Columbia 

 

August 19 - 22, 2015 
Hyatt Regency Vancouver l British Columbia l Canada 

655 Burrard Street 
Vancouver, BC V6C 2R7, Canada

This year’s conference will feature 14+ hours of CPE
Topics include:  

Ethics
Practice Management

Accounting
Risk Management 

SSARS 21

 Click on these icons for more information. 

 
  Room rates start at $189 CAD + taxes      

PLUS! 
Spouse and guest tours, HARBOR CRUISE, 

free time to visit Stanley Park, 
Capilano Suspension Bridge, and many other 

beautiful sites in this great city
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PRESIDENT’S MESSAGE

By Marilyn Niwao, J.D., CPA, ATA, CGMA

The 70th NSA Annual Convention & Expo is right around the 
corner!  NSA’s Annual Convention will be held from August 19 
to 22, 2015 at the Hyatt Regency Vancouver.   
 
The Convention committee and NSA staff are busy planning 
for a FUN event, and invite you to register soon, as hotel 
rooms are limited.  Demand will be high since the strong U.S. 
dollar will result in approximately a 20% savings against the 
Canadian dollar.  Lots of discounts on convention hotel room 
rates, airfares, and tours have also been secured for attendees.  
Register now at http://www.nsaannualmeeting.org/home . 
 
The Wednesday opening social event at the Convention will 
be a Vancouver Harbor Dinner Cruise on the Magic Spirit.  In 
addition to meetings, leadership training, business sessions, 
cocktail and dessert receptions and the grand installation 
banquet, there will be continuing education offerings (Estate 
and Financial Planning using Trusts, The Continuing Evolution 
of Circular 230, SSARs 21 is Coming!, U.S. Tax Filing Require-
ments for International Activities, U.S. – Canada Cross-Border 
Tax Considerations, Business Financial Health Check-up, Tax 
and Accounting Risk Management: Enduring Concerns and 
Modern Challenges).  An Expo with vendors will offer prod-
ucts pertinent to your practice.  Come join your fellow NSA 
members at this event! 
 
NSA is moving its office. 
 
NSA has sold its old office building and will be moving into 
a new office space in August 2015.  The new address will be 
1330 Braddock Place, Suite 540, Alexandria, VA  22314.  NSA 
telephone numbers will remain the same.  
 
NSA has launched its Tax Practitioners’ Bill of Rights.   
 
Retroactive tax laws, deteriorating IRS service, and undue 
IRS demands during tax filing seasons now increasingly define 
the world where tax practitioners work.  NSA has taken the 
initiative to develop a Tax Practitioners’ Bill of Rights as a 
first step towards reversing this trend.  (See http://www.nsacct.
org/tax/bill-of-rights.)  Furthermore, to give Congress and 
the IRS a sense of how serious the current situation is and to 
express support for the Tax Practitioners’ Bill of Rights, NSA 
has launched an electronic petition available online where tax 

practitioners 
and taxpay-
ers can add 
their names 
in support as well as offer additional comments.  The more 
people who sign the petition, the more weight it will carry 
when NSA presses for changes with Congress and the IRS.  
Please join me in spreading the word and signing the petition.  
The petition is available at http://www.ipetitions.com/petition/
nsa-bill.  

NSA offers Live Seminars and Webinars. 
 
The Education committee has been working to offer more 
webinars and live seminars. NSA is again offering its 3-day 
EA review course, this time in Minneapolis, Minnesota from 
August 7 to 9, 2015.  This course is useful to prepare anyone 
interested in taking and passing the EA exam. 
 
NSA is also offering a 2-day 1040 Gear-up Individual Income 
tax course at the Mohegan Sun Resort in Connecticut from 
November 5 to 6, 2015.  Back by popular demand, this is the 
second year that NSA is holding this course at the beautiful 
casino-hotel in Uncasville, CT.

Membership Committee focuses on the Young Profes-
sionals Division 

The Membership Committee has been working on adding 
member benefits, including a separate webpage of offerings for 
the younger generation of tax and accounting professionals.  A 
Young Professionals Division of NSA was established, and the 
Young Professionals Committee has been communicating con-
cerning NSA offerings that would be helpful to those younger 
members who are at the start of their careers and/or earning 
credentials.  

In addition, a special $149 annual rate for the first three years 
of membership for new Young Professionals under the age of 
39 or those new to the profession with 1 to 3 years of experi-
ence will be offered.  NSA is looking to balance out the demo-
graphic mix of its members so NSA can grow and continue to 
serve those Main Street Practitioners who choose careers in tax 
practice and/or accounting.

July 2015

Big Plans, Big Savings, Big Fun at the NSA 70th 
Annual Convention & Expo in Vancouver, B.C.!
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NSA Offers Leadership Training for NSA and ASO 
Members

NSA is again opening up its two-year Leadership Development 
Program to those NSA members interested in serving in leader-
ship roles at state and national levels.  Please see your NSA 
Governor or State Director for the application form and for 
more information.  The deadline to apply is August 2015, and 
class size is limited. 
 
NSA will also have a Legislative Strategy & Leadership Net-
working & Training Conference to be held in Minneapolis 
from October 22 to 23, 2015.  This is a great leadership learn-
ing tool for all of our members, but especially for our Affiliated 
State Organization’s leadership

NSA Membership Recruitment Incentives—Help NSA 
grow!

NSA’s new Go-Getter Program offers current NSA members 
generous financial incentives to sign up new members and 
help expand NSA’s extended family so that we can offer all 
members more and better benefits.  Between October 1, 2014 
and September 30, 2015, NSA members can receive their own 
future yearly membership dues free when they sign up 3 new 
members.  For those members who recruit 10 new NSA mem-
bers, NSA members will also get $300 credit for NSA live or 
self-study education, which can also be used toward the NSA 
annual convention registration fees. (For this new promotion, 
the new member recruited must pay at least $179 in NSA mem-
bership dues, must not have been a member of NSA for at least 
one year, and must not have been recruited at the IRS forums.)  

A Great Big Mahalo (thank you) to all of you! 
 
At the end of August, my term as NSA President comes to an 
end.  This past year was filled with so much to do!  Despite the 
fact that selling NSA’s old building and finding a new office 
lease took so much time for both the NSA staff and the Board, 
a lot of new initiatives were undertaken to increase member 
benefits and to help practitioners in their practices.  I thank not 
only NSA staff, committee members, and the Board—but all 
NSA members who helped participate to make this year a very 
successful year! Together, we did great things for our member-

ship, our organization, and our profession.

Thank you for allowing me to be of service to you.

With warmest aloha,

Marilyn M. Niwao, J.D., CPA, ATA, CGMA 
President 
National Society of Accountants
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NSA Proposes Tax Practitioners Bill of Rights
Proposed $838 million cut in IRS funding drives new initiative

 
In the wake of a proposed $838 million cut in funding for the Internal Revenue Service (IRS), the National Society 
of Accountants (NSA) has issued a “Tax Practitioners Bill of Rights.” 
 
NSA hopes this Bill of Rights, developed during the past few months, will establish timely enactment of tax laws and 
regulations and reasonable levels of IRS service for tax practitioners, who file 60 percent of the tax returns received 
by the IRS each year. 
 
The U.S. House of Representatives Appropriations Committee Financial Services and General Government Subcom-
mittee voted June 11 to cut the IRS budget by $838 million (7.7 percent), continuing a multi-year decline in IRS 
funding. 
 
“The tax system is breaking down, and these funding cuts mandated by Congress are a big part of the problem,” 
said NSA President Marilyn Niwao, a CPA and attorney. “IRS customer service is at an all-time low, and tax prac-
titioners cannot get timely responses from the IRS for questions we pose on behalf of our clients because the IRS 
cannot afford the staff it needs to answer the phones.” 
 
NSA Executive Vice President John Ams added, “The IRS also needs to change its procedures and respect the needs 
of taxpayers and tax practitioners. For example, the IRS has scheduled computer maintenance and downtime in the 
few days before returns are due. This has nothing to do with funding—it has to do with common sense.” 
 
NSA tax practitioners have also complained that IRS agents want to meet with them during March and April. Ams 
said, “Everyone, including IRS agents, knows that returns are due on April 15, so why not schedule something in 
May or June instead? Again, a lack of common sense.” 
 
“Congress has to enact tax legislation in a more timely manner,” Niwao said. “Last year, a tax bill was enacted on 
December 19, giving no one—not taxpayers, tax return preparers or the IRS—sufficient time to learn about the 
changes in the tax law, or even get tax forms out in time for the beginning of the tax filing season” Niwao added. 
 
“The entire tax system is built on Congress passing tax law and appropriating funding, the IRS implementing the 
law, and tax practitioners and taxpayers complying with the law,” Ams added. “But two-thirds of this system is bro-
ken—Congress is not appropriating enough money for the IRS to function properly and so the IRS is not able to do 
its job.” Niwao declared, “That’s why we need this Tax Practitioners Bill of Rights.” 
 
The IRS already has a Taxpayer Bill of Rights, but NSA officials note that this does not address the many challenges 
that tax practitioners face when preparing returns for the 60 percent of U.S. taxpayers who hire them to prepare 
their tax returns. Niwao stated that among the provisions in the IRS Taxpayer Bill of Rights are the right to be in-
formed, the right to quality IRS service, and the right to not pay more than the correct amount of tax.
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“These so-called ‘rights’ are meaningless if a taxpayer’s representative cannot get the information needed from the 
IRS because Congress has not appropriated sufficient funds to allow the agency to function properly,” Niwao said.

The NSA Tax Practitioners Bill of Rights includes the following:

1. THE RIGHT TO HAVE TAX LAWS AND RULES PASSED IN A TIMELY MANNER , INCLUDING:

a. The right to have tax laws affecting the current tax year enacted no later than September 1 of that year.

b. The right to have IRS forms reflecting any new tax laws for the current year available no later than 
October 1 of that year.

2. THE RIGHT TO QUALITY SERVICE FROM THE IRS, INCLUDING:

a. The right to have telephone calls answered within 15 minutes, on a practitioner-only hotline, staffed by 
competent/knowledgeable employees.

b. The right to have taxpayer correspondence answered within 20 days.

c. The right to have any collection action on the taxpayer’s account frozen while the IRS is considering a 
taxpayer’s timely filed response to IRS collection activity. 

d. The right to have one IRS representative deal with a tax issue from start to finish until the issue is re-
solved.

e. The right to request a supervisor be involved in resolving a matter if the initiating IRS representative is 
unwilling or unable to resolve an issue. 

f. The right for practitioners with Practitioner Tax Identification Numbers (PTINs) to communicate elec-
tronically with the IRS on taxpayer matters in a secure manner.

3. THE RIGHT TO PRACTICE WITHOUT UNDUE IRS DEMANDS DURING TAX FILING SEASON, 
INCLUDING:

a. The right to have an IRS audit moratorium during the three weeks immediately before major tax dead-
lines such as March 15, April 15, September 15, October 15 of each year.

b. The right to have an IRS moratorium on collection actions or collection information requests during the 
three weeks immediately before major tax deadlines such as March 15, April 15, September 15, October 
15 of each year.

c. The right to have an IRS moratorium on planned software maintenance and computer downtime peri-
ods during the three weeks immediately before major tax deadlines such as March 15, April 15, Septem-
ber 15, October 15 of each year.

“The continuing slowdown in IRS customer service due to ongoing budget cuts affects hundreds of millions of 
taxpayers who are voters and constituents in every state and Congressional district in the nation,” Ams explained. 
“What’s even worse is that the budget cuts actually cost the nation billions of dollars in lost tax revenue because the 
IRS doesn’t have the resources to enforce the tax law. This is the epitome of being penny-wise and pound-foolish.”

Make a difference! Sign the Petition for NSA Tax Practitioner Bill of Rights
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Many practitioners are 
familiar with the third-party 
designation, or “checkbox” 
authorization, available on in-
dividual tax returns and most 
business tax returns. This 
designation allows taxpayers 
to authorize another party to 
discuss their tax return with 
the IRS. 

The purpose of the checkbox 
authorization is to assist the 
IRS in the processing of a tax 
return. To achieve this pur-
pose, the IRS grants specific 
privileges to third-party des-
ignees. Privileges vary slightly 
by return, but generally, third-
party designees can: 

•	 Provide the IRS with information missing from the 
return.

•	 Call the IRS for information about return processing 
or the status of refunds and payments. 

•	 Request transcripts or copies of notices related to the 
return.

•	 Respond to some notices related to matters such as 
math errors and return-processing delays.

In 2010, 58 million individual tax returns selected a third-
party designee. Even though this designation is widely used, 
its scope is often misunderstood. Myths persist, and not all 
taxpayers or tax professionals understand its specific limita-
tions. As you file your clients’ returns this tax season, know 
the truth behind these five myths about the third-party desig-
nation:

Myth 1:  “The IRS will contact me about any issues on 
my client’s return.”

The original intent of the 
third-party designation (in-
troduced in 2001) was to 
allow the IRS and tax pro-
fessionals to share infor-
mation to expedite return 
processing, and reduce the 
amount of notices related 
to return processing. Tax 
professionals and taxpay-
ers sometimes confuse the 
third-party designation 
with other tax authoriza-
tions that grant more au-
thority, such as Form 2848, 
Power of Attorney and 
Declaration of Representa-
tive, and Form 8821, Tax 
Information Authorization. 

However, as a third-party designee, you shouldn’t expect to be 
automatically and completely kept in the loop on your client’s 
tax situation.

In practice, the IRS rarely contacts tax preparers when there is 
an issue with processing the tax return. Most of the errors in 
return processing are handled by the e-file acceptance process. 
With more than 80% of tax returns e-filed every year, the fil-
ing landscape has changed, but the continued presence of the 
third-party designation on tax returns often leads tax prepar-
ers and taxpayers to believe the myth that the IRS will contact 
the tax preparer if any issues arise.  

Myth 2: “I’ll automatically receive copies of my client’s 
notices.”

Many taxpayers believe this myth, but the checkbox designa-
tion does not allow designees to automatically receive copies 
of clients’ notices.

The third-party designation allows you to call the IRS to 
request copies of your client’s notices related only to the 
processing of the specific tax return and tax year. For instance, 

Top 5 Myths  
of Third-Party Designations  

on Tax Returns
 

By Mark Bowles and Jim Buttonow, CPA, CITP
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you can request return-processing notices related to math 
errors and offsets on the return, but you cannot request 
copies of notices related to compliance issues, such as audits, 
appeals and collection. 

Even though the third-party designation allows you to 
request notices after the fact for a limited period of time, this 
is often unnecessary because your client receives the notice 
and will likely bring it to your attention. To get copied on 
your client’s notices, you’ll need to obtain a higher level of 
authorization.

Myth 3: “I can talk to the IRS about anything concern-
ing my client’s return.”

With the checkbox designation, you can discuss only the 
processing of your client’s tax return with the IRS. This des-
ignation is very limited. The IRS will not discuss or provide 
any information about compliance-related issues, such as 
underreporter notices, penalty assessments, and audit or 
collection issues on your client’s account. In practice, when 
you call the IRS as a third-party designee, don’t be surprised 
if the IRS representative asks you to obtain a higher level 
of authorization, such as Form 2848, if you want to discuss 
more in-depth issues.

Myth 4: “Only the paid preparer can act as the desig-
nee.”

This myth is only true for certain business returns (Forms 
709, 990, 1041, 1065, and 1120), which explicitly restrict 
the third-party designation to paid preparers. This limitation 
is reflected on the form where the third-party designation op-
tion appears in conjunction with the paid preparer signature 
line.

For Form 1040 series individual returns and 94X series busi-
ness returns, anyone—even a firm—can act as a third-party 
designee. However, the form instructions have caused confu-
sion about firm designees. According to Form 1040 instruc-
tions, “your preparer, a friend, a family member, or any other 
person you choose” can serve as a third-party designee for 
the tax year and tax return. While these instructions are clear 
about the types of individuals who can be designated, they 
don’t imply that firms can be authorized. 

In July 2013, the IRS updated its Internal Revenue Manual 
to clarify that a “person” can include a company or business 
for the purposes of the third-party designation. The IRS has 
not yet updated most form instructions to make this defini-
tion clear, but your clients can add your firm as designee on 
tax returns that do not explicitly restrict the designation to 
paid preparers. 

Myth 5: “This designation lasts forever.”

The third-party designation always expires on the one-year 
anniversary of the tax return’s original due date. The expira-

tion is automatic, and you cannot extend it, even if you ob-
tain an extended due date for the tax return. This is typically 
not an issue because most processing problems occur within 
one year of the return being filed. From the IRS’ perspective, 
the third-party designation is serving its original purpose.

A better way: Use Form 8821

Although the checkbox designation is serving its purpose for 
the IRS, your clients may be expecting more, including:

•	 Confidence that you are kept in the loop on their 
post-filing issues 

•	 Assurance that you’ll automatically receive copies 
of their IRS notices and can proactively start ad-
dressing any issues that arise

•	 Authorization coverage that extends for more than 
one year and covers more than return-processing 
issues

Form 8821, Tax Information Authorization, extends your au-
thority to receive copies of your client’s IRS correspondence 
and discuss your client’s account with the IRS. With Form 
8821, you or your firm can serve as the appointee, and you 
can obtain authorization for any tax return across multiple 
tax years, including three tax years in the future. Also, unlike 
the third-party designation, Form 8821 authorization is good 
for seven years unless it’s withdrawn earlier.

If your client faces more complex post-filing issues, you can 
use Form 2848, Power of Attorney and Declaration of Repre-
sentative, to represent your client before the IRS.

 This tax season, understand the most common myths behind 
the third-party designation, and consider a better alternative 
with Form 8821. You’ll be able to tailor the right authoriza-
tion for each of your clients and provide superior service all 
year long.

Mark Bowles is tax procedures editor at 
Beyond415 and specializes in tax authori-
zations and IRS account research.

 
Jim Buttonow, CPA/CITP, is cofounder of 
Beyond415, and has more than 26 years 
of experience in IRS practice and proce-
dure. Reach Jim at jbuttonow@NewRiv-
erInnovation.com.
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Focus on Networking 
During the Slow Season

By Larry Alton

F
or many accountant practitioners and firms, the 
summer is extremely slow. Tax season has come 
and gone, clients are taking family vacations, 
and the heat seems to zap the energy right out of 
everyone. While the temptation to sit back and 
relax is there, this is a great time of year to remain 

productive. In particular, summer is the perfect time to focus 
on professional networking. 

Use Your Time Wisely

During the slower tax season, the key is to make the best 
possible use of your time. It takes a conscious effort to get 
things done that you pushed off or prolonged during the busy 
season. While you should use some of this time to organize 
your office, clean up loose ends, and relax a bit, you also need 
to think about professional networking. It’s during times like 
these that it also makes sense to commit to the future of your 
business by meeting and attracting new clients.

Networking Tips for the Slow Season

There are hundreds of different networking strategies and 
techniques, but you only need to focus on a few that yield high 
returns. Let’s take a look at a handful of those and how you 
can maximize their potential.

•    Understand the term. The problem with networking is that 
most people don’t understand the true definition. Networking 
is not schmoozing or lying. You’re not trying to dupe anyone 
into thinking you’re someone you’re not. Networking is about 
building genuine relationships that grow and flourish into 
profitable business relationships that benefit both parties. 
Understanding this will allow you to make the most of the 
following advice.

•    Remember that it’s a two-way street. Rather than 
approaching networking with a “me-first” attitude, look at 
it through a lens of mutual benefits. Try to do something 

for someone else before asking for a favor. As accountant 
Adrienne Gonzalez writes, “By helping someone else in your 
network, you’ll make a positive impact and create a reputation 
for yourself as a networker who can help drive results.” This 
may look like giving free advice to one individual in order to 
gain another client in the future.

•    Use social media. When it comes to networking, LinkedIn 
will be your best friend. Work on completing your profile 
and reaching out to people. The great thing about LinkedIn 
is that you know everyone on the site is already interested in 
networking. You just have to find the right people and develop 
a pitch for why they should speak with you. Start by finding 
people within your geographical area and try to set up a few 
lunch meetings. The more you do it, the more natural it will 
feel. If you’re looking for tips on how to best use social media, 
check out this handy guide from Social Media Examiner.

•    Learn to drip. The mistake many accountants make 
when networking is taking a one-and-done approach. You 
very rarely see results from a single meeting or interaction. 
Networking is all about slow, steady interactions. Think of it 
like a dripping faucet. Over time, all the drips add up to create 
something much bigger. If you only release one drop, you’re 
not going to get many results. 

•    Make personal connections. The best networkers are the 
ones who look beyond work and develop personal connections 
with their peers. If you’re meeting someone for lunch, don’t 
start talking business until the food arrives. Up until that 
moment, spend time getting to know the other person. Ask 
about family, talk sports, or bring up a recent event. These 
seemingly meaningless conversations will give you something 
to discuss in the future.

 
Larry Alton 
Freelance Writer
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In the past, when identity thieves stole your identity 
by submitting a false tax return, you would not be 
notified by the IRS. That is about to change, thanks to 
Senator Kelly Ayotte, R-N.H. 

Senator Ayotte wrote to IRS Commissioner John Koski-
nen last month urging the IRS to provide tax-related 
identity theft victims with copies of fraudulent returns, 
which the agency had previously refused to do. One 
reason cited for not releasing copies to victims was 
that often additional social security numbers are on a 
return, which would compromise those identities as 
well. On the other hand, by not providing copies of the 
fraudulent returns, victims did not know exactly what 
details of their personal information had been stolen. 

In response to Senator Ayotte’s request, Commissioner 
Koskinen wrote, “As a result of your letter, we have 
decided to change our policy regarding disclosure 
of fraudulent identity theft returns to victims whose 

name and SSN the fraudulent return was filed under...
We will put together a procedure that will enable 
victims to receive, upon request, redacted copies of 
fraudulent returns filed in their name and SSN.” 

This update is on the heels of the IRS revealing a 
massive data breach last week in which criminals ac-
cessed approximately 104,000 tax returns through the 
IRS’s online Get Transcript application.

Visit Life & Taxes Blog 
Visit the NSA Blog

IRS Revamps 
Identity Theft Policy 

From the NSA Blog
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A
ccounting firms of all sizes continue to see in-
creased, long-term success in recruitment and 
retention of clients because they are provid-
ing specialized services and focusing on niche 
industries. A niche focus enables practitioners 
to work with their clients to provide much 

more than basic accounting and tax services. Clients love the 
fact that their accountants are more than service providers; 
they are partners and trusted advisors to their businesses.

Establishing a niche focus isn’t easy. Let’s face it—it takes a lot 
less energy to say you’re a tax practitioner serving any indus-
try, instead of only serving a certain industry, such as health 
care or manufacturing. While it logically seems you might find 
more prospects with the jack-of-all-trades approach, CPAs 
and accountants actually say it’s easier to focus on what they 
know really well, rather than always trying to learn a new 
industry or spread themselves too thin across too many differ-
ent industries.

In the “CPA of the Future study” conducted by CPA.com, 
more than 400 CPA member firms of the American Institute 
of CPAs were asked what their firm might be like in the year 
2025. An overwhelming 80 percent thought that their role will 
change significantly in the future and that they will offer more 
consultative business development, risk management, and 

advisory services.

Among other trends, these results point to a real need in firms 
to establish a niche focus, yet so many practitioners don’t 
know how to get started. Here’s a three-step plan.

 STEP 1: DETERMINE YOUR INTERESTS

What do you enjoy doing? Many firms built their practices 
based on specialty areas of interest. Perhaps you’ve been 
around medicine your entire life because your father or 
mother is a doctor, so you gravitate toward health care be-
cause you understand the industry and have more specialized 
knowledge in this area. On the service side, maybe you enjoy 
the analytical aspects of financial statements, which translates 
into a forensic accounting focus.

There’s a niche focus in every industry and every service. 
For example, this year’s chair of the Maryland Association 
of CPAs, Marianela Del Pino-Rivera, a CPA in Bowie, Md., 
has a niche focus in international tax. Among other services, 
she works with clients referred by immigration attorneys to 
explain and comply with complex tax rules for visa holders 
and foreign investors. Or take Mark Feinsot, a CPA in New 
York City who offers tax planning, accounting and bookkeep-
ing to the aviation industry, and specializes in tax prep for 
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crew members, or Peter Freuler, a CPA in Orlando, Fla., who 
focuses on real estate clients.

While it’s obvious that there are unlimited possibilities when 
finding a niche, the key is to not only focus on what you like 
to do, but also on what is going to bring in the most clients 
who can help you meet your financial goals. Most CPAs and 
accountants are philanthropic, but maintaining a practice de-
voted to nonprofit accounting may not lead to as many high-
dollar engagements as something in the for-profit sector. Look 
at your existing client base to determine clusters of industry 
clients that might give you insight into natural specialties you 
have built over time.

There’s also the matter of value pricing to consider. By now, 
you and your firm should have examined whether you want to 
offer value pricing, instead of billing by the hour. Ron Baker, 
a frequent speaker at accounting conferences and a true advo-
cate of value pricing, said, “A business is defined by the value 
it creates for its customers. Your price speaks volumes about 
your value proposition, more so than any other component of 
your firm’s marketing.”

 STEP 2: CLEAN HOUSE!

In order to maintain your niche focus, the second step is to 
refer your clients to a service provider that is better aligned 
to help them. Step 1 and Step 2 are probably interchange-
able—you may not be able to do one before the other. And, of 
course, don’t give up every non-niche client. Carefully exam-
ine the ones you have and think about the following:

• Can you outsource all or part of the engagement and still 
retain the client?

• Is the client a good referral source for your firm? Better 
yet, have you attempted to reach out to the client to dis-
cuss referrals? Remember, referrals are a two-way street. 
Your client wants to build their business, too.

• Would the loss of a client have any repercussions with the 
clients you want to keep? How likely are they to use Yelp 
or social media, for example, to talk about your firm?

• Can you easily make a referral to another practitioner, 
either in your firm or in another firm, to take on the busi-
ness in order to provide the client a safety net, while at 
the same time focusing on what you really like?

Coming to terms with cleaning house is difficult, especially 
with the clients you like.

STEP 3: MARKET YOUR SKILLS

Now that you have a niche focus and you’ve made room in 
your practice for your future clients, it’s time to market your-
self. This is the step where most practitioners fall short; just 
because you hang out a shingle or specialize does not mean 
your phone is automatically going to ring. While Web sites 
and search engine optimization/marketing help prospects find 
you, you’re more likely to build your business through word 
of mouth and referrals than any other endeavor.

To get those referrals, here are some tips to consider:

• Believe it or not, the lowest-hanging fruit may be the cli-
ents you just referred to another provider. You didn’t let 
them go because of the relationship or your accounting 
acumen. If you were honest with them about concentrat-
ing on niche services, then they are still very much in your 
camp.

• People don’t know what they don’t know, so reach out 
to everyone you know to tell them about your service or 
industry niche. This includes your current clients—the 
ones you want to keep—as well as any associates, friends 
and even family.

• Seek out networking groups in your niche. You can do 
this in person through local meet-ups or even online. 
LinkedIn is a perfect way of finding groups that fit your 
niche. If you enjoy working with musicians, find a music-
oriented group and participate in their conversations.

• Do it in a tasteful manner without being too promotional 
or obtrusive. Chances are, once they discover your back-
ground, you’ll get some tax and accounting questions, 
so within the group, you can position yourself as that 
subject matter expert.

• Market yourself to other CPAs and accountants. You may 
become a very valuable outsourced provider to a firm 
that has a tax client who is in your specialty niche. The 
originator firm gets to keep the client for other account-
ing services, while you provide the kinds of services the 
firm either can’t, or doesn’t want to, offer. One of these 
could be expat services, for example.

WHILE IT’S OBVIOUS THAT THERE ARE UNLIMITED POSSIBILITIES WHEN 
FINDING A NICHE, THE KEY IS TO NOT ONLY FOCUS ON WHAT YOU LIKE TO 
DO, BUT ALSO ON WHAT IS GOING TO BRING IN THE MOST CLIENTS WHO 
CAN HELP YOU MEET YOUR FINANCIAL GOALS.
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• Attend local, regional and national professional events and 
trade shows around your chosen niche. There are plenty 
to choose from, so use your discretion to go where you 
think you’ll do the most good in terms of prospecting for 
business.

• Don’t forget social media! Use LinkedIn, Facebook, and 
Twitter to connect to industry groups, reporters and even 
prospects. Use SlideShare to capture your presentation and 
get your messaging out in social media to amplify your 
networking activities.

`````````````````````````````````````````````````````````````````````````````

We all have to go to work every day, so why would you want 
to work with a client who is a chore, rather than a joy? Not 
only will you experience burnout, but your client will also 
understand very quickly that you would rather be anywhere 
else—and that’s not good for your business.

It’s still early enough in 2015 to take the time you need to 
assess where you are and where you want to be. Don’t do any-
thing rash and think through your options. It’s never too late.

Tom Hood, CPA.CITP, CGMA, is execu-
tive director and CEO of the Maryland 
Association of CPAs. Reach him at tom@
macpa.org

Pascal Van Dooren is chief revenue officer 
at Avalara; reach him at pascal.vandooren@
avalara.com.
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BECAUSE YOUR COMPANY RUNS 
SMOOTHER AND EFFICIENTLY, 

IT ULTIMATELY SAVES YOU MONEY.
Put the new logistics to work for you.

© 2012 United Parcel Service of America, Inc. UPS, the UPS brandmark, and the color brown are trademarks of United Parcel Service of America, Inc. All rights reserved.

Members of the National Society of Accountants receive special UPS 
discounts, including up to 30% on air and international services. 
For more information on UPS and to receive your special savings, 
visit savewithups.com/nsa or call 800.325.7000.
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• ALL AROUND NSA
BACK BY POPULAR DEMAND: NSA HOSTS  
GEAR UP INDIVIDUAL TAX SEMINAR                            

The Gear Up’s industry-leading two-day 1040 course 
attracts thousands of attendees each year. Attendees 
receive a comprehensive manual that alone is worth the 
price of registration! Gear Up’s speakers are superlative 
in their fields as hands-on practitioners and recognized 
authorities. 
 
This comprehensive course covers key tax issues for 
completing complicated individual returns. All topics 
include coverage of new legislation and extenders,  
revenue rulings and procedures, and case law to help 
the busy practitioner keep current. Speakers are all 
practicing preparers who will share practical tips and 
insights to help you get ready for tax season. 
 
Mohegan Sun, created in 1996 by the Mohegan Tribe 
of Connecticut, is one of the world’s most amazing 
destinations with some of New England’s finest 
dining, hotel accommodations, retail shopping, live 
entertainment and sporting events. Amenities include:  
three world-class casinos, a 10,000 square foot pool, 
a luxurious day spa, and a state-of-the-art poker room. 
Make a vacation out of it!
 

Topics include:

• Complete coverage of new tax rates for higher 
income taxpayers

• Return of the phase-out of itemized deductions and 
exemptions

• New Medicare taxes effective in 2015
• Health care insurance penalties effective in 2015
• Permanent and temporary extensions
• Updated information on Form 1099
• Changes to the IRS Voluntary Classification 

Settlement Program
• Due diligence requirements for claiming the EIC
• Changes to Circular 230 and other IRS preparer 

requirements
• Business and energy extenders
• Reporting foreign financial assets on Form 8938
• Good news on AMT and transfer taxes
• Safe harbor deduction for home offices

       Learn more
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NSA OFFERS LIVE ENROLLED AGENT EXAM REVIEW COURSE             

August 7-9, 2015
Doubletree by Hilton 

Bloomington - Minneapolis South 

Pass the IRS Special Enrollment Exam the first time with NSA’s Enrolled Agent Exam Review Course. 

The 24-hour course is a comprehensive and intensive review geared toward a single purpose: to help you master 
tax basics and pass the EA exam.

Detailed study notes will be provided for each topic, including figures and charts that prove the old adage that 
“…a picture is worth a thousand words.” Hundreds of past exam questions from the open-exam era and many 
more potential questions on newer topics are incorporated and each is reviewed in class so the real exam itself 
will look like an old friend. Study tips, tricks and shortcuts are a staple of this course.

Sign Up and You’ll Receive

 •  The 3-Volume NSA Enrolled Agent Review Course in online and PDF formats—a $200+ Value! Preview
     Course Materials
 •  Detailed handouts, notes, examples, illustrations to follow the course step-by-step. Preview Sample Slides
    18 (6 per part) detailed study lessons and review questions to help you master each section of the materials.
 •  Proven exam taking tips, tricks and strategy guides with tips for passing each part of the exam.
 •  Top 150 questions per part—essential questions on topics that you will absolutely need to master.
 •  Interactive online review and practice questions with explanations and analysis.
 •  Final Review Cards super summaries for each part of the exam—the perfect last-minute memory-jogger to
     review immediately before the exam.
 •  Weekly study guides with detailed assignments and time allocations.
 •  Comprehensive study aids that summarize the tax law related to a particular subject. These aids should
     prove valuable in last-minute reviews prior to the exam.
 •  Access to an online EA study community to post your questions and comments, respond to other
     commenters, and interact with the presenters. Added Bonus! Get access to even more sample questions and
     study tips.
 •  A complete sample EA exam to help you gauge your progress prior to taking the exam.

Continuing Education Credit

Part 1: 2 Hours/Federal Tax Law Update; 2 Hours/Federal Tax Law; 4 Hours/SEE Exam Preparation
Part 2: 3 Hours/Federal Tax Law Update; 3 Hours/Federal Tax Law; 6 Hours/SEE Exam Preparation
Part 3: 4 Hours/Ethics/Regulatory Ethics

Learn More and REGISTER
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NSA LEADERSHIP DEVELOPMENT PROGRAM CLASS OF 2015-2017 IS OPEN FOR 
ENROLLMENT

The purpose of this two-year program is to encourage and develop our future leaders at the state and national 
levels; to help our professional members reach their potential and beyond through enhancement of leadership 
skills and abilities; to keep our organizations strong and thriving.
 
Do you want to…
• Gain development in personal and leadership skills?
• Be prepared to better serve your Affiliated State Organization?
• Have a good knowledge of NSA; the structure, functions, and operations?
• Be a candidate to serve as a volunteer leader at the national level?
• Receive a certificate of completion which demonstrates your commitment and dedication to leadership
            development?

Enrollment is open now for the upcoming class.     Learn More

NSA PARTNERS WITH GETNETSET FOR MEMBER WEBSITE SERVICES 

GetNetSet is proud to have been chosen as the NSA’s website development partner. As a part of ongoing efforts 
to enhance member marketability and client service, the NSA has negotiated a 20% discount on all GetNetSet 
website services. There has never been a better time to build a professional online presence. GetNetSet caters 
specifically to tax and accounting professionals. A professional website enables our members to attract more 
business and service their clients more efficiently. 

Benefits at a glance: 
• Professional custom website design—Look professional on all computers and mobile devices without 

spending a dime with a free customized design. 

• Secure Client Portal - Allow clients to securely send (W2s, 1099s, QB, PDFs, etc.)  or receive files 24/7/365. 

• Managed Content  The content on your website is updated for you, keeping it fresh and full of useful 
information to satisfy clients and attract new leads. 

• No Contracts. No Setup Fees 

  Learn more about GetNetSet website services and to reserve your NSA member discount. 
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Includes a full year

NSA Membership!

Exclusive savings

for current NSA 

Members ONLY!

Please print legibly to avoid errors and delays on-site

Name ________________________________________________

Title _________________________________________________

Name to Appear on Badge _________________________________

Company _____________________________________________

Street Address__________________________________________

City _________________________________________________

State ______________________  Zip _______________________

Phone ______________________ Fax ______________________

Email ________________________________________________

NSA Member ID# _______________________________________

CTEC Member ID# _______________________________________

PTIN# ________________________________________________

❏  This is my first NSA Annual Meeting    
❏  I am an ACAT credential holder 
❏  Special meal request: __________________________________ 
❏   I have special needs and would like to be contacted by an  

NSA representative

4 EASY WAYS TO REGISTER
ONLINE  www.nsavancouver2015.org 

 MAIL this form with a check or credit card  
payment to:  
NSA, 1010 North Fairfax St., Alexandria, VA  22314

FAX form with credit card payment to: 703-549-2984

CALL  800-966-6679 

METHOD OF PAYMENT
❏  Check     ❏  Discover    ❏  MasterCard    ❏  Visa    ❏  AmEx    

Credit Card #_________________________  Exp. Date__________

Signature _____________________________________________

Total Due:  $___________________________________________

Cancellation Policy: Registration fees are refundable (less a $75 per 
registration administration fee) until August 1, 2015. 
No refunds after August 2, 2015. 

Questions? Call NSA toll-free:  800-966-6679

REGISTRATION 
PACKAGES

SUPER Early Bird Discount 
Register by: May 15 
Members ONLY:     ❏  $559

Early Bird Discount 
Postmarked by: July 15     After July 15 

Full Conference Member:     ❏  $599 ❏  $679      
Nonmember: ❏  $725 ❏  $799 
Spouse/Guest: ❏  $295 ❏  $325 
Each child 3-12:  ❏  $150    ❏  $185 

Spouse/Guest/Child Name _________________________________

Spouse/Guest/Child Name _________________________________

Spouse/Guest/Child Name _________________________________

Daily Rates Select option and day(s) you wish to attend:
1-Day Thurs., 8/20 Fri., 8/21 Sat., 8/22
NSA Member ❏  $209 ❏  $209 ❏  $249
Nonmember ❏  $259 ❏  $259 ❏  $299

2-Day select two days:
 ❏  NSA Member $399 __ Thurs., 8/20 __ Fri., 8/21 __ Sat., 8/22
 ❏  Nonmember $449 __ Thurs., 8/20 __ Fri., 8/21 __ Sat., 8/22

Additional Tickets* (order now, prices increase $10 onsite) 
Vancouver Harbor Dinner Cruise  
Adult Ticket 8/19: $75 x _______ = ______
Vancouver Harbor Dinner Cruise  
Youth Ticket (3-12) 8/19: $40 x _______ = ______
ACAT Reception 8/20: $25 x _______ = ______ 
Boxed Lunch 8/20: $25 x _______ = ______ 
Boxed Lunch 8/21: $25 x _______ = ______ 
Installation Banquet 8/2: $90 x _______ = ______ 
Child Installation Banquet 8/22 (3-12): $45 x _______ = ______ 
*Children age 2 and under are free if seated in lap.

NSA PAC Suite Deal Raffle 
Buy your NSA PAC Suite Deal Raffle ticket(s) and you’ll be entered to win 
an upgrade from a standard room already purchased to a Suite for up to 5 
nights. Raffle ticket sales end on August 1st. The drawing will be held on 
August 10, 2015.

NSA PAC Suite Deal Raffle Tickets:          $50 each x _____ = _____ 
The PAC cannot accept corporate contributions.

NSA Scholarship Walk Donation: 
Pre-registration:      $35 per person x _____ = _____ 
Sleep in for Scholars     $50 per person x _____ = _____

NSA 70th Annual Convention & 
Expo 2015 Registration Form
AUGUST 19–22,  2015   •   HYATT REGENCY VANCOUVER Register by

May 15th to Save

$120

NSA Office Use Only:  __ ACAT __ GG  __ SD  __ VIP __ CC __ FT __ ASO
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Those seeking new, advancement-promising ca-
reer opportunities within the accounting pro-
fession have long overlooked small firms. Core 
to this trend is a profoundly misunderstood 
small-firm market and the universally accepted 

premise that the “Big 4” and other large firms represent the 
only options for premium career tracks.  
 
The truth is that small firms aren’t what they used to be. With 
the advent of advanced technologies and education around 
branding, small firms are operating on par with their larger 
counterparts—supporting highly advanced, cloud-driven, and 
brand-powerful work environments. The evolution of small 
firms, combined with the coming mass exodus of retiring 
baby-boomer partners and owners, has positioned the industry 
for a career explosion. This is The Great American Accounting 
Opportunity, and up-and-coming professionals would be wise 
to tune in and recognize the entrepreneurial opportunities that 
await.

THERE’S SO MUCH MORE THAN THE BIG 4…

The career path of the newly minted CPA hasn’t changed much 
over the years—graduate with an accounting degree and then 
go to work for a large firm…typically a Big 4. The secondary 
path hasn’t changed much either—work long hours, travel 
extensively, realize you are a small cog in a very large machine, 
and finally, experience burnout. Within the first few years of 
employment, this path often forces a jump to corporate ac-
counting or an exodus from the profession altogether. It’s a 
trend that dates back decades, and despite empirical evidence 
of high turnover rates in large firms, like a bad, broken record, 

it’s a pattern that continues to play out. 

Perpetuation of the grad-to-large-firm career path is primar-
ily due to the lack of awareness among the profession’s key 
stakeholders. There has long been a disconnect between these 
stakeholders, which include universities/colleges, new grads 
and the experienced (2-3 years) talent pool, and small firms. 
Universities continue to exclusively promote the Big 4 as the 
first step on the career track, leaving students with no other 
viable sources to explore. This is largely due to the major 
presence of large firms on campuses and a universal lack of 
awareness among faculty regarding opportunities within the 
small firm market. This has left small firms in the dust, cutting 
them off from a large pool of fresh new talent while insulating 
students from alternative career choices.

The question then is: Why should key stakeholders care about 
the small accounting firm market? The simple answer: Because 
it’s a market ripe with career and entrepreneurial opportuni-
ties. 

WHAT IS THE GREAT AMERICAN ACCOUNTING 
OPPORTUNITY, AND WHY SHOULD EVERYONE 
CARE?

The American Institute of Certified Public Accountants 
(AICPA) predicts that as much as 75 percent of the profession’s 
leadership is set to retire in the next 10 years. This opens the 
door to vast management and partner-track opportunities. And 
with small firms making up nearly 99 percent of the industry, 
this is where the majority of opportunities lie—This is The 
Great American Accounting Opportunity. 

Gearing Up for  
The Great American  
Accounting Opportunity
By Darren Root, CPA, CITP, CGMA

Uncovering major opportunities on the horizon for the profession—and 
why all stakeholders should care 
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Progressive, brand-powerful small firms represent a new source 
for:

•	 Accelerated partner-track positions with six-figure 
salaries.

•	 Entrepreneurial expansion—offering a work environ-
ment where professionals can be active participants 
in building a cool, progressive, and technologically 
savvy brand.

•	 An advanced virtual working culture.

•	 The opportunity to truly make a difference by leading 
the profession, not merely working as a small cog in a 
large machine.

There truly has never been a better time to be part of a small 
firm. The days of “Your Grandfather’s Firm” are over. No 
more volumes of paper, long hours, docile brands, and tedious 
manual-driven work. Today’s small firms are all about creating 
a powerful brand, a compelling web and mobile strategy, and 
adopting technology that supports working from anywhere, 
anytime, and on any device. From a client service perspective, 

these firms are focused on higher-value advisory services—
not merely serving as technicians, pumping out tax returns. 
They are educating small business clients on using advanced 
technologies, implementing highly efficient processes, and long-
term strategic planning. This is the environment of today’s 
small firms, a place where future-thinking professionals can 
embark on a career that is highly satisfying, promises growth, 
and where they have a voice in building a strong brand.

The Great American Accounting Opportunity will prove to 
be a catalyst for positive change across key stakeholders. The 
progressive small firm market will receive the professional 
recognition it deserves and exposure to a deeper, qualified 
talent pool. Young professionals will be exposed to a whole 
new world of career opportunities, including the potential for 
firm ownership, while institutions of higher education will be 
poised to open the minds of students to an entrepreneurial way 
of thinking and provide a complete picture of career oppor-
tunities. Overall, the accounting industry as a whole is set to 
experience a major surge in opportunities and a rebirth of pas-
sion and interest in this very respected and trusted profession.

Darren Root, CPA, CITP, CGMA, 
RootWorks LLC
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O 2015 IRS TAX FORUM * NSA SPEAKERS O

Advantages and Disadvantages of Electing to be Taxed as an S-Corporation

Corporations continue to be the most popular entity for a small business, but is it the best choice for your client? 
This session covers the tax advantages and disadvantages of electing to be taxed as an S-Corporation. It will focus 
on the following issues: built in gains; last in, first out (LIFO) to first in, first out (FIFO); hot assets; net investment 
income tax (NIIT), double taxation; flow through; insufficient basis and at-risk rules. The presentation also dis-
cusses passive activity; debt basis; fringe benefits; distributions vs. payroll; dividends; small business stock sale; 
one class of stock; inability to make special allocations; limited shareholders; limited liability; perpetual life; strict 
administration; and avoiding accumulated earnings tax.
 

Client Consents and Disclosures - “How To” for the Tax Professional

More changes to Code Section 7216 became effective January 1, 2014. Tax professionals need to know the rules 
of Section 7216 and Section 6713, including how and when you are allowed to disclose or use taxpayer informa-
tion and how the Affordable Care Act (ACA) impacts disclosure. This session provides an overview of the rules and 
related compliance penalties, along with suggested “how-tos” for implementation, while still managing a trusted 
relationship with your client. With a proper process in place, these regulations can improve both your tax practice 
and your relationships with your clients.

The highly-rated speaker team of Kathy Hettick, EA, ABA, ATP and Gene Bell, EA, ATP, CFP returns to the IRS Tax 
Forums this year to share their expertise on two brand new topics. The two sessions detailed below will be present-
ed at each of the Forums this summer. 

  Kathy Hettick, EA, ABA, ATP     Gene Bell, EA, ATP, CFP

Register at www.irstaxforum.com
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O 2015 IRS TAX FORUM SCHEDULE O

Atlanta 
Atlanta Marriott Marquis 

August 25 - 27
See Hotel Details

Pre-registration deadline August 11 

Orlando
Hyatt Regency Orlando 

September 1 - 3
See Hotel Details

Pre-registration deadline August 18 

NSA members can use the code 2015=NSA-$$10 during registration for a $10 discount off the rregular registration price. 
Click on the links below for more information on locations for each of the 2015 Forums. To stay informed, follow us on 
Twitter (@NSATax), or click on this link to visit the IRS Tax Forum webpage. 

San Diego
Town and Country Resort 

 
August 11 - 13 

See Hotel Details

Pre-registration deadline July 28

  See you at the Forums!

Three remaining locations to choose from

For more information and to register, visit ww.irstaxforum.com
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To
p

Tips from the Tax Desk

5  Tax Tips
Q-1:   My father transferred a piece of property—raw land—over to me a few months ago.  I would now like to sell the property. 
He supposedly used a “quit claim deed” to transfer the property to me and the title is currently in my name. What is my cost 
basis for purposes of the sale and do I get the benefit of capital gain rates?

Tax Desk:   The quit claim deed is a form of legal title transfer that typically allows for joint owners to transfer property to one or 
the other as outright owner. For tax purposes, the quit claim deed would be governed under the gift rules. The grantor would 
possibly have to file a Form 709 and the grantee would acquire the full rights to the property. 

As for the basis, to the child in this example, the gift rules convey a carryover basis rule. The original owner, the grantor’s, cost 
basis will become the basis to the grantee for a subsequent sale. IRC Sec 1015(a) is the underlying rule here. However, also 
keep in mind that if the FMV of the property is lower than the cost basis at the time of the transfer or gift, then this lower value 
is used by the child in this example if the property is later sold at a loss. The “lower of cost or FMV” rule applies.

As for the holding period, with a gift there is also a carryover rule. Under the regulation 1.1223-1(b), the grantee benefits from 
the holding period of the grantor, so if the grantor has held this raw land for more than a year, then the child selling the property 
just a few months after receiving title would still benefit from the long-term capital gain rates.

Q-2:  Your taxpayer has a piece of appreciated real estate, a rental, or some land, and they want to trade it or exchange it for 
some new property. They have been told it can be done tax-free‒kind of like trading in an old car for a new one. What basic 
advice do we offer our client in response to this question?

Tax Desk:  The IRS offers us a code section under IRC Sec 1031 that allows this very transaction to be, in fact, tax free—that 
is, if we follow all of the rules, and there are several. First, the properties must be of a “like kind.” The IRS talks of like kind in 
somewhat general terms when it comes to real estate. In other words, one can exchange raw land for a rental or commercial 
property, or one can exchange a commercial building for some acreage and farmland. However, personal property must be 
more specific. So, one would be exchanging equipment for equipment but not a vehicle for some furniture and fixtures. Next, 
the property has to be held for use in a trade or business or for the production of income. In other words, this provision does 
not work for property held for personal use, like our residence.

This IRS code section also contains rules dealing with liabilities, such as mortgages or loans, as well as the exposure to gain 
if cash or “unlike” property is received. This is known as “boot” in a Sec 1031 exchange and will expose the recipient to gain 
to the extent of the cash or unlike property received. It will not necessarily negate the exchange in its entirety though—just 
tax the boot received.

There are also rules dealing with “related party” exchanges and a lot of rules dealing with “deferred exchanges.” The deferred 
exchange rules allow one to give up or relinquish their property first. An escrow or an intermediary to hold the property or 
its proceeds is required. This then allows the taxpayer to shop for replacement property, although time is limited to a 45-day 
identification period and an overall 180-day replacement period.

Again, the rules can be a bit involved but do offer your taxpayer a great opportunity to defer the appreciation on a piece of busi-
ness or investment property that they no longer want, as long as they are willing to replace it with another like-kind property.
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Q-3:   Your taxpayer walks into your office and says that they just bought an old home and during the move-in discovered a large 
sum of cash in the basement. They want to know if it is taxable.

Tax Desk:   Unfortunately, the answer to that question is yes. The broad scope of IRS Sec 61 gives the IRS the authority to tax 
literally all sources of income, and “found money” or “treasure trove” is covered under that taxable umbrella. The specific cite 
regulation 1.61-14(a) refers to this rule, as does a Revenue Ruling (Rev Rul. 61) from way back in 1953; this rule has been around 
for a while.

There are some exceptions to this taxable rule for an unexpected windfall, such as life insurance proceeds or an inheritance. But 
remember, an inherited IRA is going to be taxable to you, so there are even exceptions to the exceptions. The gift rules would 
also be an exception, as would a transfer from a trust or jointly held account. So, that gift from a grandparent is not taxable, but 
if you find a $100 on the street or behind the picture in that old house you just bought, it is taxable income.

Q-5:  A client calls and says, “Guess what I just did?” This comment makes us cringe as tax preparers, because it means that 
the taxpayer did something big without asking us first. In this situation, the taxpayer borrowed money, at what they claimed 
was a much lower rate, securing the brokerage account to buy their new principal residence, which they just moved into. What 
do we say?

Tax Desk:   Nice house! But you just lost the mortgage interest deduction on your new home, which, tax-wise, may make that 
nice new interest rate much higher than it appears to be. The loss of the tax write-off on the mortgage interest will certainly 
make that deal not as sweet as the taxpayer thought. Our taxpayers ask, “Why?” They spent all of the borrowed money on the 
new house, right?

Wrong. Even though the interest tracing rules under IRC Sec 163 and Regulation 1.163-8T state that interest is deductible 
based on what you spent the borrowed money on, there is an exception for the acquisition of a principal residence. In order 
to deduct the mortgage interest on our principal residence, the loan or mortgage used to acquire that property needs to be 
secured by the underlying residence. The brokerage account used to secure that sweet new interest rate does not qualify the 
interest to be deductible as qualified principal residence interest. The underlying IRC Section 163(h)(3) and Temp reg. 1.163-
10T(o)(1) require that the loan used to acquire the principal residence be secured by the residence. 

So, unless our taxpayers can add this “secured by” factor to their financing, they have lost a significant tax deduction and that 
interest rate took a bit of a hit in its overall value.

Q-4:   For years, you have been representing a corporate client—two shareholders in two different locations who just do not 
get along any more. They disagree on many things. They fight over taking money out versus leaving it in the company. One 
wants to sell the business and the other wants to grow the business. They just cannot agree. What do you do?

Tax Desk:  As their tax practitioner, their advisor, and more than likely a friend to both, you do not want to take sides and 
potentially lose both of them as clients. The IRS, within their rules under reorganization, offers you a perfect solution—and 
you’ll end up with two clients instead of just one.

IRC Sec 368(a)(1)(D) and IRC Sec 355 contain the rules of what is referred to as a “divisive” reorganization; if the rules are all 
followed, it can be tax free and both of the shareholders will end up with their very own corporation. They will be free of the 
other in deciding what to do with their corporation, which has now become two completely separate companies.

There are three methods within IRC Sec 355‒the “split-up,” the “spin-off,” and the “split-off.” There is also a rule dealing with 
the continuity of the business entities being divided. In other words, the shareholders do have to maintain the separate entities 
for a period of time after reorganization. There are some disclosure rules, too.

This is not a simple tactic, but it can be a very effective one, and if handled correctly may allow a failing or struggling entity 
to survive and thrive as two new ones.
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IRS SEEKS COMMENTS ABOUT IMPACT OF 
FASB-IASB STANDARDS ON TAX ACCOUNTING

Main Street Tax News

 
The IRS is asking for comments on how new financial ac-
counting revenue recognition standards will impact taxpay-
ers’ methods of accounting, with the hope that comments 
will help it decide whether it should consider issuing guid-
ance about how to address book-tax differences when the 
new rules take effect. 

The new standard, Revenue from Contracts with Custom-
ers, has been issued by the Financial Accounting Standards 
Board and the International Accounting Standards Board in 
an attempt to provide a globally converged path to recogniz-
ing revenue. 

IRS Notice 2015-40, released May 29, said the standards 
raise several “substantive and procedural” issues such as 
whether they can be used for federal income tax purposes, 
the types of accounting methods changes that will stem 
from them, and whether the current procedures to gain con-
sent to change method of accounting are adequate. 

The Treasury Department and the IRS also asking for com-
ments about what kind of tax accounting method changes 
taxpayers expect to request of the IRS and how the new 
standards may affect deferral of income. 

The new revenue recognition standards are scheduled to go 
into effect for public companies in 2017 and the follow-
ing year for private companies. In April, however, the FASB 
proposed to delay the implementation by at least one year. 
The Board is expected to vote on a new effective date this 
summer. 

Comments are due by Sept. 16. A copy of Notice 2015-40 
is available here. 

IRS INTERIM GUIDANCE CLARIFIES PENALTIES, 
ADMINISTRATION FBAR CASES

In an effort to improve consistency in procedure and penal-
ties for the reporting of foreign bank and financial accounts 
(FBAR) compliance cases, the IRS released interim guid-
ance in the form of a memorandum to IRS employees. The 
memo was directed to the Large Businesses & International, 
Small Business/Self-Employed and Tax Exempt/Government 
Entities divisions. 
  
“When asserting an FBAR penalty, the burden is on the IRS 
to show that an FBAR violation occurred and, for willful 
violations, that the violation was in fact willful,” the agency 
said in a memorandum (SBSE-04-0515-0025) released 
May 27. 
  
Current law establishes only a maximum penalty amount, 
leaving latitude for the IRS to determine the appropriate 
penalty in each case. Accordingly, the memo advises that, 
when determining the penalty amount for willful violations, 
examiners must “fully develop and adequately document” 
examination work papers and recommend a penalty for each 
year in which the FBAR violation was willful. 
  
“In most cases, the total penalty amount for all years under 
examination will be limited to 50 percent of the highest ag-
gregate balance of all unreported foreign financial accounts 
during the years under examination,” the memo said. 
  
Also included in the memo was a checklist for use in civil 
FBAR penalty cases. The checklist includes the proper 
forms, research and record keeping necessary for an FBAR 
examination case file. 
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National Taxpayer Advocate Nina Olson’s 2014 report to 
Congress proposed improving the proportionality of civil 
FBAR penalties and called for the government to prove 
actual willfulness before imposing the stricter penalty for 
willful FBAR violations. The IRS has been criticized in the 
past for being overly aggressive in seizing funds in asset 
reporting-related cases, particularly in cases involving small 
businesses accused of structuring, or making multiple de-
posits of less than $10,000 in hopes of avoiding reporting 
requirements. 

AICPA APPEALS DISTRICT COURT’S RULING ON 
IRS VOLUNTARY TAX PREPARER PROGRAM  

The American Institute of CPAs is appealing a district court 
that it lacked standing to sue the IRS about the IRS tax 
preparer program.  Of course, the underlying reason the suit 
was originally filed is the AICPA claim that the tax preparer 
program is hurting the accounting group’s business by giving 
the impression that all tax preparers are equal. 

The district court in October 2014 held that the AICPA 
lacked standing to bring the case and dismissed it under 
Federal Rule of Civil Procedure 12(b)(1). 

In its brief filed this week in the U.S. Court of Appeals for 
the District of Columbia Circuit, the accounting group said 
the IRS’s annual filing season program “harms its members 
by distorting the competitive marketplace,” in addition to 
saddling them with new administrative tasks. 
 
In its lawsuit, the accounting group focused on the fact that 
the IRS has said preparers who obtain a record of comple-
tion and are listed in an IRS directory “stand out from the 
competition because they will have a recognizable record of 
completion that they can show their clients,” and that IRS 
Commissioner John Koskinen has said these preparers “will 
stand out from the competition.”  

The AICPA alleged that the program is invalid because the 
IRS lacks statutory authority to adopt it; because the IRS 
denied the public its notice and comment rights under the 
Administrative Procedures Act; and because the guidance 
related to it is arbitrary and capricious, including the fact 
that the IRS failed to consider “the important fact that the 
program will confuse consumers.”  

Although the program is presented as if it were voluntary, 

IRS TO MAKE CHANGES IN CORRESPONDENCE 
EXAM PROCESS 

the AICPA said it is de facto mandatory in part because 
“preparers face overwhelming competitive incentives to 
comply with it to avoid losing business.” 
 
However, the court said the agency’s competitive harm 
argument was without foundation and speculative, and that 
there is nothing inherently confusing about a new, voluntary 
designation that allows so-called unenrolled tax preparers—
those without CPA, attorney or enrolled agent credentials—
to distinguish themselves in relation to other unenrolled 
preparers. 

The IRS has conducted a comprehensive review of the cor-
respondence exam process and is planning to make several 
changes, all of which are designed to make it easier for tax-
payers and tax practitioners to communicate with the IRS. 
  
In a meeting at IRS headquarters with NSA representatives 
and others, IRS officials revealed that pilot programs will be 
conducted to allow: 

Virtual meetings between IRS examiners, taxpayers, and 
practitioners. Think Skype and similar video services. The 
IRS believes better use of video technology in this difficult 
budget environment will allow it to have better communica-
tion with the public and that the video interaction would 
also lead to a better understanding of the issues and more 
case closures. 

Secure email communication with the IRS.  The procedure 
would require users to login to a secure web portal. Once 
logged in, practitioners could send emails and documents to 
IRS correspondence audit examiners. 
  
In addition, we also learned that responders assigned to the 
practitioner priority service line in the correspondence exam 
area are now required to have at least three years of experi-
ence with the IRS.  

In all, these are positive developments and we look forward 
to working with the IRS on the implementation of these and 
other enhancements that will make IRS communications a 
bit easier for tax practitioners. 
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I
n property owner and real estate investment circles, the 
terms positive and negative gearing have been frequently 
tossed around. Some investors are firm believers in pur-
suing positively geared properties only; others argue that 
it’s more financially savvy to diversify your portfolio 

and incorporate a couple of negatively geared properties into 
the mix.

Despite what people may tell you, there isn’t one right answer 
here. So much depends on the individual property, as well as 
the particular investor’s financial status.

You’ll have to sort through a number of independent variables 
with your clients, but this article offers a basic overview of the 
advantages and disadvantages of positive- and negative-gearing 
properties.

Positively geared properties

By definition, a property is positively geared when the owner 
receives more for rent than what it costs to satisfy all other 
expenses, including mortgage payments, interest, property 
maintenance, taxes, and other overhead costs.

When purchasing a rental property, the majority of investors 
are only interested in positively geared properties. However, 
it’s not uncommon for market fluctuations to turn a promising 
investment into a negatively geared property.

Also referred to as cash-flow properties, positively geared prop-
erties are advantageous for a number of reasons, including:

• Income. The greatest benefit of a cash-flow property is the 
monthly income. A positively geared property provides 
another stream of income that can be used to offset ex-
penses, build a retirement account, or almost anything.

• Easier loan process. Lenders tend to be much more attract-
ed to a property if the investor can prove that it will be 
positively geared. This accelerates the purchasing process 
and eliminates unnecessary delays.

However, positively geared properties can have disadvantages, 
as well.

• Taxable income. Money earned on a cash-flow property is 
taxed like any other income. This could push the investor 
into a higher tax bracket. 

• Slow growth. Investors have to look beyond the numbers 
and determine why the property is positively geared. Of-
ten, such properties are located in a volatile neighborhood 
and may be prey to an uncertain future.

Negatively geared properties

What about properties whose operating expenses and pay-
ments are higher than the rental income they can generate? 
Any number of factors can create a negative cash-flow prop-
erty, so it’s worth understanding the financial implications for 
the investor.

Contrary to what many believe, there are advantages as well as 
the negatives. Take a look at the potential positive aspects:

•  Tax deductions. The biggest benefit of owning a nega-
tively geared property is that an investor is able to claim 
extra tax deductions. Ultimately, this could lower the total 
taxable income.

By Larry Alton

THE BIGGEST BENEFIT OF 
OWNING A NEGATIVELY 
GEARED PROPERTY IS THAT  
AN INVESTOR IS ABLE TO CLAIM 
EXTRA TAX DEDUCTIONS. 
ULTIMATELY, THIS COULD 
LOWER THE TOTAL TAXABLE 
INCOME.

Positive vs. Negative 
Gearing: The Tax 
Implications
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• Capital gains. Negatively geared properties can typically 
be purchased at below-market values. This gives the buyer 
a better chance of receiving a healthy return when he or 
she decides to sell.

But of course, there are also a few negatives:

• Negative cash flow. The monthly losses are the most obvi-
ous disadvantage. Not every investor can afford to give up 
hundreds or thousands of dollars per month. 

• Slow development. All too often, it can take years or even 
decades for a negatively geared property to achieve its 
potential. Many investors can’t wait that long.

proceed with caution

In most cases, it’s going to make sense for you to target 
positively geared properties. But there are situations in which 
it might make financial sense to pursue a negatively geared 

property to offset tax liabilities and other expenses.

This handy negative gearing calculator tool is a great way to 
see fairly quickly what the net income effect of taking on a new 
property would be. As an accountant, your best piece of advice 
is going to be to proceed with caution.

There are instances in which either positively and negatively 
geared properties will offer advantages and disadvantages. All 
you can do is state your considered opinion and leave the rest 
to your client.

Larry Alton
Freelance Writer

When it is time to transition out of your practice you want to do it right.   

Accounting Practice Sales is the largest facilitator in North America for selling 

accounting and tax practices.  We provide a free estimate of your firm’s value, 

market extensively, assist in negotiations and find you the right situation. We 

understand your concerns and respect your confidentiality. 

Contact us today so your last decision will be your best.

1-888-847-1040
www.AccountingPracticeSales.com

Free Registration For Buyers
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A total of 39 students have earned scholarships from the 
National Society of Accountants Scholarship Foundation. To-
gether, they will receive $45,875 in scholarship awards.

The scholarships range from $500 - $2,000. Recipients were 
selected on the basis of an overall outstanding academic re-
cord, demonstrated leadership and participation in school and 
community activities, honors, work experience, stated goals 
and aspirations, and financial need.

“The future of the accounting profession is critically impor-
tant, and these scholarships will help ensure that we have 
highly qualified young people coming up through the ranks,” 
explains NSA Scholarship Foundation President Sharon Cook, 
EA, ABA, ATA, ATP, ARA, Saint Louis, Missouri.

Congratulations to the following 2015 scholarship recipients, 
listed with their universities, the NSA Affiliated Organizations 
or the named scholarships that provided funding, and the 
amount of each scholarship:

Catherine Acosta  
Florida International University  
Florida Society of Accounting & Tax Professionals: $500

 
George Aldhizer  
Wake Forest University  
North Carolina Society of Accountants: $2,000

 
Emily Babski  
Virginia Polytechnic Institute and State University  
$1,500

 
Dominique Bauer  
Saint Leo University  
Florida Society of Accounting & Tax Professionals Peace River 
Chapter: $500

 
Taylor Beach 
Montana State University-Billings  
Montana Society of Public Accountants: $775

 
Alexander Brosseau  
Webster University  
Missouri Society of Accountants: $1,000

Olivia Conaty  
Lee University  
Alabama Association of Accountants and Tax Preparers: 
$1,250

 
Mark D’Annunzio  
Pennsylvania State University-Main Campus  
Milton Brown Award: $1,000

 
Daniel Dunnigan  
Saint Bonaventure University  
New York Society of Independent Accountants: $1,000

 
Lane Estes  
University of Central Oklahoma  
Oklahoma Society of Accountants: $1,000

 
Nicole Files  
Lebanon Valley College  
Pennsylvania Society of Tax and Accounting Professionals: 
$1,000

 
Shaylyn Goodall  
Gonzaga University  
Washington Association of Accountants: $2,000

 
Rachel Gustafson  
University of Denver  
Public Accountants Society of Colorado: $1,000

 
Christal Hall  
Washington State University  
Washington Association of Accountants: $2,000

 
Jordan Hamada  
University of Oregon  
Oregon Association of Independent Accountants: $2,000

 
Jordyn Herzog  
Carroll College 
Wisconsin Association of Accountants Southeast Chapter: 
$1,000

Scholarship 
Foundation 
2015 Awards

SCHOLARSHIP
FOUNDATION
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Heidi Huff  
Central Virginia Community College  
Millard D. Ashley Memorial Award: $1,000

 
Joseph Hunt  
Marywood University  
New Jersey Association of Public Accountants: $1,000

 
Alexia Jentgen  
Brigham Young University  
Steven Desdier Memorial Award: $1,000

 
Shay Johnson  
Athens State University  
Alabama Association of Accountants and Tax Preparers: 
$1,250

 
Aaron Koehne  
Grand Canyon University  
Arizona Society of Practicing Accountants: $500

 
Justin Korth  
University of Nebraska at Omaha  
Nebraska Society of Independent Accountants: $1,000

 
Thao Le  
University of Phoenix-Southern Arizona Campus  
Arizona Society of Practicing Accountants: $2,000 

 
Shelby Lewis  
Upper Iowa University  
Accountants Association of Iowa: $1,000

 
James Mastria  
Virginia Polytechnic Institute and State University 
Sager Award: $1,000

 
Eric Mertens  
Missouri State University  
Independent Accountants Association of Illinois: $1,600

 
Briana Moore  
Louisiana Technical College-Ruston Campus  
Louisiana Society of Independent Accountants: $500

 
Katelyn Otradovec  
Concordia University-Wisconsin  
Wisconsin Association of Accountants: $500

Juliana Polson  
University of Wisconsin-Superior  
Wisconsin Association of Accountants: $500

 
Delaney Rader  
University of Arizona  
Arizona Society of Practicing Accountants: $1,000 

 
Jared Richter  
North Dakota State University-Main Campus  
North Dakota Society of Accountants: $1,000

 
Dawn Schiller  
University of Wisconsin-Parkside  
Wisconsin Association of Accountants Southeast Chapter: 
$1,000

 
Allison Smith  
Clarke College  
Accountants Association of Iowa: $1,000 
 
 
Ashlee Sutterfield  
Arkansas State University-Main Campus  
Arkansas Society of Accountants: $1,000

 
Taryn Tenkley  
Whatcom Community College  
Washington Association of Accountants: $2,000

 
Mary Tomlinson  
Harding University  
Ronny Woods Memorial Award: $1,000

 
Gloria Wu  
University of Massachusetts Amherst  
$1,500

 
 
Sherman L. Standberry of Georgia State University and Jessie 
Levno of Eastern Washington University also received renewals 
of the $2,000 NSA Stanley H. Stearman Award.

To learn more about the NSA Scholarship Foundation pro-
gram or to make contributions, visit www.nsacct.org/scholar-
ships. The next window to apply for scholarships is January-
March 2016.
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With NSA’s Group Disability Income Protection 

Insurance Plan, administered by Forrest T. 
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