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 In an attempt to sell more NCSA shirts, I had my 
wife take a picture of me wearing one.  Looking at the 
result, Joy strongly urged me not to replace the picture 
included with this article with the one with me wearing 
the NCSA shirt and my grey goatee.  I have spared you 
the agony of seeing the picture.  However, I will e-mail 
the picture to the first one who sends me an e-mail re-
questing it who has purchased a shirt using the form at-

tached and who is not an officer of NCSA, not on the Bulletin Committee or 
their employee. 
 I am pleased to announce that we have arranged with NCPE to conduct 
our pre-Convention class.  They will present Preparing You and Your Clients 
for Retirement from the Serving Aging America™ Seminar. 
 What do you know about Social Security?  Should you take it early, 
wait until you qualify for the full amount, or wait until later when you can get 
more each month?  What about Medicare Parts A, B, C, and D?  What are 
they, who pays for them, and what do they cover?  Do you need a medigap 
policy?  How do you qualify for Medicaid and what does it cover?  Do you 
retire early, when you reach your Social Security defined retirement age, or 
keep working? 
 Do you have clients getting ready to retire or already retired that might 
want to know the answers to these questions?  Better still, how about you?  
Shouldn't you be aware of the answers to these questions? 
 Well, the answers to these and many more questions are covered in 
this course.  You need to know the answers.  This course also covers the top-
ics needed to satisfy the requirements of Level 1 of the ACAT Elder Care Spe-
cialist blueprint, should you wish to pursue this ACAT credential.  The bro-
chure will be in the next edition of The Accountant.  The registration form is 
part of the brochure. 
  Get an NCSA shirt and come to the Zoo in May.  I'll be there, but the 
goatee won't. 

Stephen Metelits 

A Message From The President 
Stephen Metelits 

 A Day at the Zoo 
 Enjoy a day at the North Carolina Zoo  

with your family and NCSA! 
 Saturday, May 10, 2008  



Chapter News 
 

Sanford 
 The December meeting was on the 18th.  Elizabeth Kelly and Michele Godfrey gave a presentation 
on 2007 updates. 
 
Burlington 

Burlington and Central chapters held a joint Christmas party on Monday, December 10, at 
Sagebrush Steakhouse in Asheboro.  There was an ornament exchange and canned goods were col-
lected for charity. 

 
Charlotte   
 The Christmas party was at the home of Jense Creighton on December 10. 
 
Central 
 Central Chapter met on December 10, at the Sagebrush Steakhouse with 7 members and 6 
guests in attendance.  Guest speaker, Brian Cole, spoke on personal development.  The chapter en-
joyed an evening of singing songs, playing “dirty Santa” and listening to some words of wisdom. 
The next meeting will be on Monday, January 28, at 6:00 pm at Stephanies II in Greensboro.  NCSA Presi-
dent-elect Denise Hammond will be the speaker. 
 
Cape Fear 
 The Christmas Social was on Tuesday, December 4, at the Lebanon Baptist Church in East-
over.  Nadine Rhodes and Dennis entertained with music. 
The next meeting will be on Monday, January 21, at 6:30 pm at The Barn in Fayetteville.  NCSA Secretary 
Bill Fischer will speak on “What’s Happened Since the Tax Update Classes.” 
 
Hickory 
 The Christmas party was held at the Peddler Steakhouse on December 10, at 6:30 pm.  There 
was a gift exchange enjoyed by 8 members and 7 guests.  
The next chapter meeting will be January 28, 2008.  
 
Raleigh 
 The January meeting will be held on January 22, 2008, with a program on common IRA mistakes. 
 
Piedmont 
 The Chapter approved a donation to American Children’s Home for the holidays 
The Christmas Holiday celebration was held at Golden Corral in High Point on December 27. 
 
Western 
 The Christmas party was held at The Fireplace in Woodfin. 
 The next meeting will be on January 29 at Allison’s Diner in Black Mountain at 6:30 pm.  The 
speaker will be from the Employment Security Commission. 

       
  NEWS IS A FLEETING THING.  WE CAN ONLY REPORT WHAT WE ARE TOLD.  PLEASE MAKE 
SURE YOUR CHAPTER IS SHARING WITH THE ACCOUNTANT .Please e-mail information to 
lfgacct@bellsouth.net or fax to 828-438-8111. 
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IRS National Phone Forum:  EITC Due Diligence 
Date: January 16, 2008     Location: The convenience of your office     Cost: FREE 
Learn about Information Reporting: 
• Preparers can influence EITC return accuracy. 
• The four due diligence requirements under IRC section 6695(g) 
• The knowledge requirement under IRC section 6695(g) is the one most often not met 
• How can preparers meet their due diligence responsibilities?  Software use and examples 

Earn Continuing Professional Education Credit: 
 •               Enrolled agents receive one CPE credit for a minimum 50-minute participation 
 •               Other tax professionals may receive credit if qualified per their organization 
 •               Register individually and use PIN to receive credit 
 •               Call in on a separate line to verify attendance 

 

If you and others in your office do not require a CPE certificate for attending this call, consider asking only one 
person to register and inviting others to sit in on a conference line.  This will help maximize the number of lines 
available for other participants and it will help defray the cost of reserving additional lines. 
 

A question and answer period will follow the presentation; however, due to the public nature of the call, we 
will not be able to answer specific client issues.  
 

 Sign up now!   Here’s how:   •         Select the time that works best for you: 

 
 

•        Register at: https://www.attevent.com/rsvpreg.asp.  
•        You will be assigned a Personal Identification Number (PIN) that must be used to join the conference. 
•         If you have never registered with AT&T for a prior phone forum, you will need to click on “create a pro-

file” first. 
 

Register by January 13, 2008:  Reservations are limited so register early.  Materials for the class will be 
e-mailed on January 14th and 15th.  If you do not receive this e-mail by noon on January 15th, e-mail us at: 
nationalphoneforum@irs.gov to request the presentation materials. 

 
Dial in on January 16:     Toll free:  1-866-216-6835      Toll:  1-913-227-1220 
• Dial in 3-5 minutes early 
• Enter your access code, then the pound (#) sign 
• Enter your Personal Identification Number (PIN), then the pound (#) sign 
• Your line will be placed on hold until the conference begins 

 
Questions?   E-mail the IRS at:  nationalphoneforum@irs.gov 
           In subject line please state:  EITC Due Diligence 
 
  

CONFERENCE  
ACCESS CODE EASTERN CENTRAL MOUNTAIN PACIFIC 

447120 10:00 am 9:00 am 8:00 am 7:00 am 
624262 1:00 pm 12:00 pm 11:00 am 10:00 am 
629355 4:00 pm 3:00 pm 2:00 pm 1:00 pm 
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Filing Season Starts On Time for Most Taxpayers 
The Internal Revenue Service announced that the upcoming tax season is expected to start on time for everyone 
except certain taxpayers potentially affected by late enactment of the Alternative Minimum Tax “patch.” 
 

Following extensive work in recent weeks, the IRS expects to be able to begin processing returns for the vast 
majority of taxpayers on January 11.  However, as many as 13.5 million taxpayers using five forms related to 
the Alternative Minimum Tax (AMT) legislation will have to wait to file tax returns until the IRS completes the 
reprogramming of its systems for the new law. 
 

The IRS has targeted Feb. 11 as the potential starting date for taxpayers to begin submitting the five AMT-
related returns affected by the legislation.  These forms are:  Form 8863, Education Credits; Form 5695, Resi-
dential Energy Credits; Form 8396, Mortgage Interest Credit; Form 8859, District of Columbia First-Time 
Homebuyer Credit; and Form 1040A’s Schedule 2, Child and Dependent Care Expenses for Form 1040A Filers 
(ed note:  So why not just file a 1040?). 
 

EROs may prepare and hold tax returns containing one or more of these forms until the IRS can accept them.  
EROs must advise taxpayers that the returns will not be e-filed until the IRS can accept the five forms men-
tioned above. 
The stockpiling rule does not apply in this situation. 
 

In addition, Form 8886, Reportable Transaction Disclosure Statement, will be unavailable for PATS testing and 
for submitting through live e-file production until further notice.  
 

Mexican Business Tax 
IRS Notice 2008-03 (http://www.irs.gov/pub/irs-drop/n-08-03.pdf) provides that, pending the outcome of a 
study to determine whether the impuesto empresarial a tasa única (the “IETU”) is a creditable income tax, the 
IRS will not challenge a taxpayer’s position that the IETU is an income tax that is eligible for a credit under 
Article 24(1) of the U.S.-Mexico income tax treaty.  On January 1, 2008, the IETU, a single rate business tax 
adopted by Mexico, became effective.   
 

Qualifying Relative for Purposes of Section 152(d)(1) 
IRS Notice 2008-05 (http://www.irs.gov/pub/irs-drop/n-08-05.pdf) provides guidance under section 152(d) of 
the Internal Revenue Code for determining whether an individual is a qualifying relative for whom the tax-
payer may claim a dependency exemption deduction under section 151(c).  Section 152(d)(1)(D) provides that 
an individual is not a qualifying relative of the taxpayer if the individual is a qualifying child of any other tax-
payer.  This notice clarifies that an individual is not a qualifying child of “any other taxpayer” if the individ-
ual’s parent (or other person with respect to whom the individual is defined as a qualifying child) is not required 
by section 6012 to file an income tax return and (i) does not file an income tax return, or (ii) files an income tax 
return solely to obtain a refund of withheld income taxes. 
Congress Provides Mortgage Relief 
Congress responded to the mortgage woes faced by many taxpayers by passing the Mortgage Tax 
Relief Act, which provides a three-year exclusion from income for debt forgiven as a result of mort-
gage foreclosure or renegotiation.  This provision is retroactive to January 1, 2007.  The Act also 
allows a surviving spouse to exclude from income up to $500,000 of the gain from the sale of a 
principal residence jointly owned with a deceased spouse, provided the residence is sold within two 
years of the death of the spouse.  This provision is effective January 1, 2008. 
 

Losses from Wash Sales and IRAs 
Revenue Rule 2008-05 (http://www.irs.gov/pub/irs-drop/rr-08-05.pdf) provides that if an individual sells stock or 
securities for a loss and causes his or her IRA or Roth IRA to purchase substantially identical stock or securities 
within a specified period, the loss on the sale of the stock or securities is disallowed under section 1091, and the 
individual’s basis in the IRA or Roth IRA is not increased by virtue of section 1091(d). 
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Misclassified Workers to File New Form 8919 
Employees who have been misclassified as independent contractors by an employer will now file Form 8919 
(http://www.irs.gov/pub/irs-pdf/f8919.pdf), Uncollected Social Security and Medicare Tax on Wages, to figure 
and report the employee’s share of uncollected social security and Medicare taxes due on their compensation. 
By using Form 8919, the worker’s social security and Medicare taxes will be credited to their social security 
record.  To facilitate this process, the IRS will electronically share Form 8919 data with the Social Security Ad-
ministration. 
 

In the past, misclassified workers often used Form 4137 to report their share of social security and Medicare 
taxes.  Misclassified workers should no longer use this form.  Instead, Form 4137 should now only be used by 
tipped employees to report social security and Medicare taxes on allocated tips and tips not reported to their 
employers. 
 
 

Need help when a client asks:  Why comply? 
The IRS has released its annual update to “The Truth About Frivolous Tax Arguments,” a 74-page document 
intended to make sure every taxpayer knows about their responsibilities under our tax system.  The update also 
describes the legal responses to common and frivolous tax avoidance claims.  A copy of the IRS release, and a 
link to the update, may be found at the following weblink:  
http://www.irs.gov/newsroom/article/0,,id=176924,00.html 
 
“Patch” Approved! 
The Alternative Minimum Tax (AMT) problem for 2007 was finally “patched” by Congress.  AMT exemption 

amounts for 2007 have again been adjusted for inflation.  The original House of Representa-
tives version of H.R. 3996 was 184 pages in length and addressed AMT as well as tax breaks 
that would expire after 2007.  The final bill, as amended by the Senate is but 2 pages long and 
addresses AMT only.  For the 2007 tax year, the new law allows taxpayers to use most nonre-
fundable personal credits to offset AMT liability.  These include the dependent care, HOPE and 

Lifetime learning education credits and the District of Columbia first-time homebuyer’s credit.  Forms affected by 
the “patch” are: 
Form 6251, Alternative Minimum Tax 
Form 1040, Schedule R – Credit for Elderly or Disabled 
Form 1116, Foreign Tax Credit 
Form 2441, Child and Dependent Care Tax Credit 
Form 5695, Residential Energy Credits 
Form 8396, Mortgage Interest Credit 
Form 8839, Qualified Adoption Expenses 
Form 8859, District of Columbia First-Time Homebuyer Credit 
Form 8863, Education credits 
Form 8880, Credit for Qualified Retirement Savings Contributions 
Form 1040-A, Schedule 2 – Child and Dependent Care Credit 
The IRS revised all of these forms, except Forms 6251, 1116, and 8863 by December 20. 
 
 

Revised Form 8453 
IRS Form 8453, U.S. Individual Income Tax Transmittal for an IRS e-file Return, will now only be used to 
transmit documents in support of an e-filed tax return.  The documents that may be sent with Form 8453 are 
listed on the form.  If you are required to mail in any documentation not listed on Form 8453, you cannot file 
the tax return electronically. 
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“Why Your Clients Need a Financial Check-Up Once a Year” 
By Brian Hamilton, MBA 

 
The best business people I know are always ahead of the financial data they possess; that is, the shrewdest peo-
ple who run businesses have an inherent understanding that good management decisions are always based upon 
what is going to happen rather than on what has already happened.  I have worked with hundreds of people who 
run businesses and the logic and approach that they take often makes no sense to the rest of us.  Yet, there is 
clearly some logical matrix or reasoning that these people use to gather and break down complex decisions.   
 
To financial people like you and me, this is an alien approach to working with financial data because it is our 
job to report on past and current results; we work in the here and now, where our clients live in the what might 
become.  There are many reasons that our clients live in the future.  Sometimes, this is simply how they are 
constructed as people.  I always joke that the reason we live in the future is because the present is never quite 
what we want it to be.  Also, the best business decisions are always based upon a careful review of future con-
ditions, not on past conditions.  Yet, it is also true that business people need to understand the past in order to 
be able to make their futures happen.  You cannot run a business without piecing together the results of the past 
and gaining insight from what has occurred.         
 
So, the answer is not to discard legacy financial data (financial statements), the financial statements we have 
come to know and use.  It means the opposite.  What accountants need to do is connect what has happened (the 
results from financial statements) to what business people want to happen in the future.  This whole idea is 
very, very difficult to explain, much less to understand.  The idea is that we want to understand the past in order 
to make better decisions in the future.  This is where many business people, even good ones, fall off.  They can-
not develop a good framework for future decisions because they don’t even know what is happening now.   
 
Financial statement information is vital information.  I used to work for one CEO who said it best; that financial 
statement data is a vital strategic weapon that can be deployed as a real asset in the marketplace.  Financial 
statement information is also massively under-used by both accountants and the clients they serve.  Why?  
There are four major reasons: 
 

 1. Business people are so busy making ends meet that they don’t have the time to sit down and look at and 
analyze financial data. 

2. Business people are intimidated by accounting (and accountants) and they don’t know how to read their 
financial statements.  This is a HUGE part of the client engagement process and we need to be fully 
aware of this.  Nobody wants to feel stupid, so people are afraid to ask the questions they should ask.   

3. Accountants are so busy making ends meet that they don’t have time to sit with clients and look at and 
analyze financial data.  Many of us are focused on the daily grind of getting work done.   

4. Accountants are intimidated to admit that they may not always know the intricacies of interpreting fi-
nancial statements.  The truth is that in school we were trained to do accounting, not necessarily to use 
the information we produce.  Financial analysis and indeed finance is quite different from accounting.    

 
So, what does this leave?  This leaves millions of business people who live in a future that may not happen and 
who often have no tie back to what has actually happened.  To me, this is a perfect place for accountants to in-
sert themselves.  I recommend a thirty minute financial check-up once a year for all clients.  Through sim-
ply sitting down with clients at least once a year and reviewing financial statements, accountants can build a 
bridge from the past to the future.  This session is not time consuming and it is highly productive.  At a mini-
mum, it will deepen the relationships you have with clients.  It may also generate additional fees for the prac-
tice- clients will learn that you are more than a tax preparer/compliance professional.   

(continued on page 7) 
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(continued from page 6)  
“Why Your Clients Need a Financial Check-Up Once a Year” 

By Brian Hamilton, MBA 
 

Here are some basic things that should be done in each of these sessions: 
 

 1. Explain the financial statements in plain and easy-to-understand language.  The worst thing to do is turn 
these sessions into one way communication where clients are lectured and may not understand the is-
sues being discussed.  Numbers from a Balance Sheet or Income Statement don’t mean anything to the 
average and highly intelligent business client.  Break things down and make sense of the financial num-
bers for clients.  This point is vital. 

2. Develop some understanding of margin management.  Most business people don’t understand the im-
portance of margins.  In many businesses, either the gross margin or the net margin drives the business 
most.  (Gross margin is Sales less Cost of Sales divided by Sales.  Net Margin is Net Profit divided by 
Sales).  Many good business people think that the key to success is increasing sales volume.  They don’t 
have an appreciation for how volume increases both cash and profit.  Many times, increases in sales 
may decrease profits or sales or both. 

3. Point out some very simple areas the business person can work on.  In my experience, the vast majority 
of businesses are driven by three or four key pieces of data.  If these are managed well, the business 
does well.  If they are not managed well, the business does not do well.  It is important to try to identify 
these before the session.     

 
The sessions should be informal and brief.  If the session goes well, you will be viewed as a true strategic part-
ner by your client; as a friend and ally.  If it does not go well, then at least the client will know you care.  In all 
likelihood, your clients will be surprised and impressed that you took the time to help them.  In my experience, 
you will also generate additional fees from these sessions since almost all of these types of sessions will lead to 
further questions, challenges, and work.   
 
About the Author: 
Brian Hamilton is the chief executive officer and leader of the management team for Sageworks, Inc., 
which develops ProfitCents (www.profitcents.com), an application that aids accountants in communicat-
ing with clients. Brian can be reached at brian.hamilton@sageworksinc.com or 919.851.7474 (x501).   
 
Redesigned Form 990 for Tax-Exempt Organizations 
The IRS has announced (http://www.irs.gov/newsroom/article/0,,id=176722,00.html) the release of a redes-
igned Form 990, Return of Organization Exempt from Income Tax, the form that most public charities and other 
tax-exempt organizations are required to file annually.  The 2008 Form 990 and background materials about the 
Form 990 redesign are available on the IRS Charities and Nonprofits Web site 
(http://www.irs.gov/charities/article/0,,id=176613,00.html).  The new form will be used for the 2008 tax year 
starting in 2009. 
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NCSA Schedule of Events 
 
 
 

2008 
 
 

January 11–NCSU Introductory Workshop– 
McKimmon Center, Raleigh, 8:30 am 

 
 

May 10—Board of Directors— 
Zoo—Asheboro,  9:30 a.m. 

 
 

June 20–Board of Directors– 
Marriott Durham at the Civic Center, Durham—4 p.m. 

 
 

June 20-21–Summer PAS– 
Marriott Durham at the Civic Center, Durham—8 a.m.  

 
 

June 22–Annual Convention– 
Marriott Durham at the Civic Center, Durham—9:15 a.m. 

 
 

July 19–Leadership Conference & Committee Day– 
Holiday Inn Airport, Greensboro 

 
 

September 26-27—Fall PAS— 
Holiday Inn Airport, Greensboro 

 
 

October 24—Practitioner’s Forum— 
Holiday Inn Airport, Greensboro 
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