
Greetings from southwestern 
PA!  The PSEA members in 
attendance at the Annual 
Meeting on June 15th, 2009 
elected me to serve you as 
President for the coming fis-
Ŏŀƭ ȅŜŀǊ ŀƴŘ LΩƳ ƘŀǇǇȅ ǘƻ 
step into that position.  My 
ƛƳƳŜŘƛŀǘŜ Ǉƭŀƴǎ ŘƻƴΩǘ ƛƴπ
clude any major changes. But 
I would like to ask all of you 
to continue to promote mem-
ōŜǊǎƘƛǇ ƛƴ t{9! ǘƻ ƻǘƘŜǊ 9!Ωǎ 
and at the same time, to 
think about how we can en-
courage young people mak-
ing career choices to investi-
gate becoming an enrolled 
agent. 
 
One opportunity to promote 
enrolled agents is for mem-
bers to go into high schools 
and community colleges 
state-wide to explain to busi-
ness students the pros and 
cons of becoming a tax pro-
fessional and ultimately an 
enrolled agent.  Look around 
a room of tax pros at a semi-
nar and the average age looks 
to me to be around 50.  Yes, 
many young people are 
choosing an accounting ca-
reer, but for many, that 
means accounts payable, 
accounts receivable, payroll 
and audits.  Tax returns seem 
to be at the bottom of the 
list, yet, as we all know, self-
ƘŜƭǇ ǘŀȄ ǎƻŦǘǿŀǊŜ ƛǎƴΩǘ ǘƘŜ 
answer for many, many tax 

returns.  The changes that we 
face year after year can be 
overwhelming for us, let 
alone taxpayers unfamiliar 
with tax law.  Please consider 
volunteering to make a 50-
minute presentation at your 
local high school, business 
school or community college 
ǘƻ ǘŀƭƪ ǘƻ ǘƻƳƻǊǊƻǿΩǎ ƭŜŀŘŜǊǎ 
about how tax preparation 
can be a very interesting, 
rewarding and profitable ca-
ǊŜŜǊΦ  L Ƨǳǎǘ άŦŜƭƭέ ƛƴǘƻ ǘŀȄŜǎΣ 
but have been here for 40 
years come January and 
ǿƻǳƭŘƴΩǘ ǘǊŀŘŜ ŀƴȅ ƻŦ Ƴȅ 
experiences.    
 
Congress is concerned about 
having competent tax profes-
sionals helping taxpayers pre-
pare and file accurate returns 
that are compliant with the 
Internal Revenue Code.  We 
all know that ethical consid-
erations are such a huge part 
of a successful tax practice, 
and sadly, there are people 
ǿƘƻ ŘƻƴΩǘ ƘƻƭŘ ǘƻ ŀ ǎǘŀƴŘŀǊŘ 
of ethical conduct and con-
tinue to prepare tax returns 
without regard for tax law.   
As enrolled agents, I believe 
our strength is our compe-
tent knowledge of federal 
and state taxes, as well as 
how we handle those trou-
blesome situations with dig-
nity, ultimately doing what is 
right for both the taxpayer 
and the tax professional. 

How do we recruit new mem-
bers and provide the tools to 
be that kind of tax profes-
sional?  Simply by explaining 
what Pennsylvania Society of 
Enrolled Agents and the Na-
tional Association of Enrolled 
Agents offers their members.  
For many years now, PSEA 
has presented a 2-day semi-
nar in June that offers 16 
credit hours of CPE plus 
meals and networking for an 
incredible price of $75!!   
Lodging is priced fairly, and 
centrally located in State Col-
lege, accessible in no more 
than 5 hours from anywhere 
in the state. The presenters 
are top-notch and the topics 
timely for our practices.  The 
whole package is a great fi-
nancial deal, and more im-
portantly, a valuable benefit 
ƻŦ ȅƻǳǊ ƳŜƳōŜǊǎƘƛǇΦ LǘΩǎ ŀ 
terrific opportunity to acquire 
mandatory credits in ethics 
and taxes at a very reason-
able cost.  For me, the best 
part of fEAst in the EAst is the 
networking that is so impor-
tant for all of us, regardless of 
the size of your office. Listen 
during the breaks and every-
ƻƴŜ ƛǎ ŀǎƪƛƴƎ ǎƻƳŜƻƴŜΩǎ ƻǇƛƴπ
ion about a tax issue and 
sharing the highs and lows of 
being a tax professional. You 
Ƨǳǎǘ ŎŀƴΩǘ Ǉǳǘ ŀ ǇǊƛŎŜ ƻƴ ǘƘŀǘΦ 
 
Being a member of NAEA has 
tremendous benefits as well.  
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The organization promotes 
ŀǿŀǊŜƴŜǎǎ ƻŦ 9!Ωǎ ŀƴŘΣ ŀǎ ƻǳǊ 
best friend in Washington, 
protects our rights under 
Circular 230.  A hidden bene-
fit I use frequently is the 
NAEA web board. Look for 
DŜƻǊƎŜ aŜȅŜǊǎΩ ŀǊǘƛŎƭŜ ƭŀǘŜǊ 
in this newsletter for his 
thoughts about signing up 
and using this valuable prac-
tice-aid.     
 
Voting often means changes 
and our Society is no differ-
ent from government.  Other 
offices and positions changed 
on June 15th as well.  On be-
half of the Board and all 
members, I thank Ed Sulkoske 
for his service this past year 
as President.  We appreciate 
his time and efforts in repre-
senting PSEA at NAEA board 
meetings as well as being our 
leader.  Thank you also to 
Ron Calhoun and Helen 
hΩtƭŀƴƛŎƪ ǿƘƻ ƳƻǾŜŘ ƻŦŦ ǘƘŜ 
executive committee after 
many years of faithful service.  

wƻƴΩǎ ƎǊŜŀǘ ǿƻǊƪ ƻƴ ǘƘŜ Cƛπ
nance Committee and budget 
issues was most appreciated.  
Helen served for over 4 years 
as Treasurer ς a time con-
suming task while operating a 
growing tax practice.  Thank 
you! 
 
The Board of Directors also 
experienced change as long-
standing members Jake 
Himmelstein, George Meyers 
and Bob Nugent stepped 
down.  Our members from 
άǘƘŜ Ŝŀǎǘέ ƘŀǾŜ ǎŜǊǾŜŘ ƭƻƴƎΣ 
well and faithfully and their 
regular attendance at board 
meetings will be missed.  Bob 
actually has been on the 
board since the beginning 
and we have been blessed 
with his direction for the or-
ganization and his tireless 
efforts on behalf of all PA 
9!ΩǎΦ   
 
The PSEA Board is here to 
help all members.   Please let 
us know what problems you 

are experiencing in your prac-
tice. We most likely know 
someone who has been 
where you are now and can 
offer advice on topics ranging 
from buying and selling a 
practice, whether or not to go 
paperless, or have a website, 
etc, etc.  And if you have any 
problems with local, state or 
federal tax issues or agencies 
that appear to be systemic in 
nature, please drop a note to 
our website. 
 
Finally, be on the watch for 
information about a possible 
fall seminar in the Gettysburg 
area as well as the Western 
PA Working Together pro-
gram on September 25th in 
the Pittsburgh area. Educa-
tion and networking ς valu-
able tools for all of us.     
 
 

 
 

Linda S. Bleil, EA 
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I can make a firm 
pledge, under my plan, no 
family making less than 

$250,000 a year will see 
any form of tax increase. 

Not your income tax, not 
your payroll tax, not 

your capital gains taxes, 
not any of your taxes.  

- Barack Obama  

 

SOUTHEASTERN PA REGION  

EA Breakfast Meetings in 2009 are planned for the following dates: 

 
      September 2, 2009 
      November 4, 2009  
      October 7, 2009 
      December 2, 2009 
      January 6, 2010 
 
Put these dates on your calendar.  Future meeting notices will be sent via e-mail only if there is a change or special topic.  Meetings 
are at Michael's Deli and Restaurant of King of Prussia on Town Center Rd in the Valley Forge Center (one mile north of King of 
Prussia Mall on Rt 202).  Meetings begin about 9 a.m.  There is no need to RSVP about attending, but if you have not yet attended a 
meeting and are not yet on the e-Ƴŀƛƭ ƭƛǎǘΣ ǇƭŜŀǎŜ ŎƻƴǘŀŎǘ /ǊŀƛƎ !ǊƎƻ ǘƻ ŎƻƴŦƛǊƳ ǘƘŜ ƳŜŜǘƛƴƎ ƘŀǎƴΩǘ ŎƘŀƴƎŜŘΦ  .ǊƛƴƎ ȅƻǳǊ ǉǳŜǎǘƛƻns, 
ideas, and experiences to exchange with other EA's.  Invite other EA's to the  meeting.  Any ideas for special meeting topics, contact 
Craig Argo, 610-701-3319 or argotxpro@verizon.net.  Sure hope to see you at the meetings.    
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NCPE OFFERS CORPORATIONS AND PARTNERSHIPS  WORKSHOP IN PITTSBURGH 
 

b/t9Ωǎ ǊŜƳŀƛƴƛƴƎ ǿƻǊƪǎƘƻǇǎ ǘƘƛǎ ȅŜŀǊ ƻƴ /ƻǊǇƻǊŀǘƛƻƴǎ ϧ tŀǊǘƴŜǊǎƘƛǇǎ ƛǎ ōŜƛƴƎ ƻŦŦŜǊŜŘ ƛƴ tƘƛƭŀŘŜƭǇƘƛŀ ŀƴŘ !ƭƭŜƴǘƻǿƴΦ  t{9! ƛǎ 
sponsoring these Workshops.  As with the Income Tax Workshop, the book alone is worth the price of admission.  The workshops 
are: 
 
 Allentown ς Sept. 2 & 3 
 Philadelphia/Mt. Laurel ς Oct. 6 & 7 

 
NCPE OFFERS INCOME TAX UPDATE WORKSHOP 

 
Once again, PSEA is sponsoring the NCPE Income Tax Workshop in three locations in Pennsylvania.  This is an excellent workshop 
and the course book alone is worth the price of admission.  I use it as a reference, not just during tax season, but all year, and it 
contains a variety of useful worksheets.  The workshops are: 
 
 Philadelphia/Mt. Laurel ς Dec. 10 & 11  
 Allentown ς Dec. 7 & 8 
 Pittsburgh ς Dec. 10 & 11  
 
LŦ ȅƻǳ ƘŀǾŜƴΩǘ ǊŜŎŜƛǾŜŘ ŀ ōǊƻŎƘǳǊŜ ŦǊƻƳ b/t9Σ ȅƻǳ Ŏŀƴ ŎƻƴǘŀŎǘ ǘƘŜƳ ŀǘ м-800-682-2163 or visit www.ncpeseminars.com.  Believe 
ƳŜΣ ȅƻǳ ǿƻƴΩǘ ǊŜƎǊŜǘ ŀǘǘŜƴŘƛƴƎ ŜƛǘƘŜǊ ƻŦ ǘƘŜǎŜ ǿƻǊƪǎƘƻǇǎ. I attended the Corporations and Partnerships Workshop in Pittsburgh 
on Aug. 6 & 7 and it was very worthwhile.  And as I said above, the course book itself is worth the price of the seminar. 
 
Bill Matesevac, EA 
Chairman ς Education Committee 
724-468-5086 
wpmatzea@windstream.net 

 

Congratulations to PSEA members of the 2009 Class of Fellows!  
 
Please join PSEA in congratulating the following Pennsylvania Enrolled Agents 
ǿƘƻΩǾŜ ƎǊŀŘǳŀǘŜŘ ǿƛǘƘ ǘƘŜ нллф /ƭŀǎǎ ƻŦ CŜƭƭƻǿǎ ōȅ ŎƻƳǇƭŜǘƛƴƎ ŀ ŘŜƳŀƴŘƛƴƎ 
three level curriculum through the National Tax Practice Institute (NTPI), qualify-
ing them to effectively represent their clients before all administrative levels of 
the IRS. Congratulations to Terri Bell, EA and Dawn Filetti, EA! 
 
One of our own! 
 
!ƳƻƴƎ ǘƘƻǎŜ ǎƘŀǊƛƴƎ ǘƘŜƛǊ ŜȄǇŜǊǘƛǎŜ ŀǘ ǘƘƛǎ ȅŜŀǊΩǎ b¢tL ǿŀǎ ƻǳǊ ƻǿƴ IŜƭŜƴ 
hΩtƭŀƴƛŎƪΣ 9!Φ IŜƭŜƴ ŀƭǎƻ ŀǳǘƘƻǊŜŘ ŀ ƘŜƭǇŦǳƭ ŀǊǘƛŎƭŜ ƻƴ ά¢ƘŜ ²ƻǊƭŘ ƻŦ Ŝ-{ŜǊǾƛŎŜǎέ 
in the July/August 2009 issue of EA Journal. 
 
We like to hear about career and personal milestones, awards and recognitions. 
[Ŝǘ ǳǎ ǊŜƧƻƛŎŜ ǿƛǘƘ ȅƻǳΦ LŦ ȅƻǳΩǊŜ ŀǿŀǊŜ ƻŦ ƴŜǿǎ ƛǘŜƳǎ ǘƻ ƛƴŎƭǳŘŜΣ ǇƭŜŀǎŜ ŜƳŀƛƭ 
Michelle Long. 

Upcoming Events...(cont.) 
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SAVE THE DATE!!!  
 
bŜȄǘ ȅŜŀǊΩǎ Ŧ9!ǎǘ ƛƴ ǘƘŜ 9!ǎǘ ƛǎ ǎŎƘŜŘπ
uled for June 15th & 16th, 2010 in State 
College. 
 
!ƭǎƻ ƴŜȄǘ ȅŜŀǊΩǎ b¢tL ǿƛƭƭ ōŜ ƳƻǾƛƴƎ ǘƻ 
Mandalay Bay in Las Vegas August 8-11, 
2010. For more information on the pro-
gram, check b!9!Ωǎ ƛƴŦƻǊƳŀǘƛƻƴ ǿŜō 
pageΦ Lǘ ƘŀǎƴΩǘ ōŜŜƴ ǳǇŘŀǘŜŘ ŦƻǊ ǘƘŜ 
2010 information, but does provide in-
formation on the curriculum. 
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News and Views... 

wishing to take advantage of the ex-
panded carryback options for up to five 
years under ARRA. More information can 
be found here. 
 
Comments on Preparer Standards 
Comments on tax preparer standards and 
registration of tax professionals must be 
submitted by August 31, 2009 to be con-
sidered. Comments can be e-mailed to 
Notice.Comments@irscousel.treas.gov by 
including Notice 2009-60 in the subject 
line. Or mail comments to:  
 
CCPA:LPD:PR (Notice 2009-60) 
Room 5203 
Internal Revenue Service 
P.O. Box 7604 
Ben Franklin Station 
Washington, D.C. 20044  
 
See prior notices on preparer standards.  
 
Comments on Simplifying Employer Pro-
vided Cell Phone usage 
The IRS is considering three methods of 
simplifying cell phone usage reporting:   

1) minimal personal use method, 2) safe 
harbor substantiation method and 3) 
statistical sampling method ( Notice 2009
-46). Comments may be emailed to No-
tice.comments@irscounsel.treas.gov 
ǿƛǘƘ άbƻǘƛŎŜ нллф-псέ ƛƴ ǘƘŜ ǎǳōƧŜŎǘ ƭƛƴŜ  
on or before September 4, 2009 or they 
can be mailed to:  
 
Internal Revenue Service  
Attn: CC:PA:LPD:PR  
(Notice 2009-46), Room 5203  
P.O. Box 7604  
Ben Franklin Station  
Washington, DC 20044  
 
 
 

IRS News 
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Disclosure Rules 
Make sure you understand the new tax-
payer disclosure requirements by check-
ing out this summary of the updated rules 
and the related Revenue Procedure  2008
-35. New regulations under Internal Reve-
nue Code §7216, Disclosure or Use of Tax 
Information by Preparers of Returns, be-
came effective January 1, 2009 and limits 
the use of taxpayer information strictly to 
activities related to the preparation of 
the tax return. 
 
Foreign Bank Accounts 
The IRS continues to step up efforts to 
identify those involved in offshore tax 
avoidance schemes. For U.S Citizens and 
permanent residents, heftier fines and 
more aggressive prosecution has made 
compliance with FBAR filing requirements 
more important than ever.  For updates 
on compliance efforts see Offshore Tax-
Avoidance and IRS Compliance Efforts. 
 
NOL Carrybacks Expanded 
5ƻƴΩǘ ŦƻǊƎŜǘ ǘƘŜ ŦƛƭƛƴƎ ŘŜŀŘƭƛƴŜ ƻŦ 
9/15/09 for electing small businesses 

IRS Summary Web Pages 
The IRS has made a lot of changes to their 
website providing some web pages that 
summarize new tax law and provisions 
affecting specific taxpayer situations. 
Check out the following to find informa-
tion more quickly than you may have in 
the past: 
 
A list of tax benefits encompassed in 
ARRA of 2009 can be found on the IRS 
website. It includes benefits affecting 
both individuals and businesses. 
 
Another web page summarizes tax issues 
specifically targeted to U.S Armed Forces 

personnel. 
 
The IRS has also conveniently pulled to-
gether information specific to S-
Corporations. 
 
For those enrolled agents who find them-
selves doing increased amounts of repre-
sentation work and in need of more infor-
mation about the appeals process, there 
is a web page just dedicated to resolving 
ǘŀȄ ŘƛǎǇǳǘŜǎ ǘƘǊƻǳƎƘ ŀǇǇŜŀƭǎΦ !ƭǎƻΣ ŘƻƴΩǘ 
ŦƻǊƎŜǘ ǘƻ ǘŀƭƪ ǘƻ ȅƻǳǊ ŦŜƭƭƻǿ 9!Ωǎ ǘƻ ƎŜǘ 
information about first-hand experiences. 
 
If you appreciate audio/visual reinforce-

ment of tax information, the IRS has 
pulled together video and audio presen-
tations on various topics for tax practitio-
ners. 
 
Finally this web page is a center of opera-
tions resource for tax professionals. If 
there is something you need to find on 
ǘƘŜ Lw{ ǿŜōǎƛǘŜΣ ȅƻǳΩƭƭ ǇǊƻōŀōƭȅ ƭƻŎŀǘŜ ƛǘ 
through this listing of topics ranging from 
representation to e-filing. Many of the 
items listed are pertinent to tax profes-
sionals including information on collec-
tion, tax reference materials and Circular 
230 responsibilities. 
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SB/SE Seminars 
Seminars for small businesses and the 
self-employed taking place throughout 
Pennsylvania this fall are posted on the 
IRS website. The seminars are generally 
about small business start up, but contact 
information for organizations like SCORE 
and various educational institutions is 
available on various other small business 
topics. 
 

E-services 
Pennsylvania continues to enhance the e-
services available to tax professionals. 
Client information is available to tax pros 
who submit their registration online. 
 
Fall Tax Seminar Schedule 
Dates for PA Fall Tax Seminars are now 
listed on the PA Department of Revenue 
website  along with a detailed agenda. 
 

District Offices 
For a listing of Pennsylvania District Reve-
nue Offices, check this web page. 
 
529 Plan Deductions 
The deduction for annual contributions to 
IRC §529 Tuition Account Program (TAP) 
plans has been increased to $13,000 for 
tax year 2009. The deduction limit per 
taxpayer, per beneficiary is directly tied 
to the federal annual gift tax exclusion 
threshold.  

News and Viewsé(cont.) 

NAEA Memberõs Web Board                                                                                            by George  J. Meyers, EA 
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Pennsylvania News 

The NAEA Members' Web Board is currently being used regularly by only several hundred members out of a total NAEA member-
ship of over 12,000. The board is a phenomenal tool! 
  
²ƘŜǘƘŜǊ ȅƻǳΩǊŜ ŀ ǎƳŀƭƭ ǇǊŀŎǘƛŎŜ ŎƻƴǎƛǎǘƛƴƎ ƻŦ ŀ ŦŜǿ ǘŀȄ ǇǊƻŦŜǎǎƛƻƴŀƭǎ ƻǊ ŀ ǎƻƭŜ ǇǊƻǇǊƛŜǘƻǊ ǿƻǊƪƛƴƎ ŀƭƻƴŜΣ ƻƴŎŜ ȅƻǳ ōŜŎŀƳŜ ŀƴ ac-
tive participant of the board, you became part of a practice consisting of hundreds of practitioners.  Your silent partners represent 
a cross section of the tax profession.  There are former Revenue Agents, former Revenue Officers, former Appeals and Settlement 
hŦŦƛŎŜǊǎ ŀƴŘ ƴƻƴ ŀǘǘƻǊƴŜȅ ǘŀȄ ŎƻǳǊǘ ǇǊŀŎǘƛǘƛƻƴŜǊǎ ŀƭƭ ŀǘ ȅƻǳǊ ŘƛǎǇƻǎŀƭΦ aŀƴȅ ŀǊŜ ǎǇŜŎƛŀƭƛǎǘǎ ƛƴ ǾŀǊƛƻǳǎ άƴƛŎƘŜǎέ ƻŦ ǘŀȄ ǇǊŀŎǘice and are 
published experts in their fields. Rarely does a question go unanswered.  
  
To paraphrase a July 15, 2009 post by Jerry Mealer, a retired Revenue Agent and active web boarder, who will be 82 years young 
by the time this is published:  only about several hundred of the thousands of NAEA dues payors actually are brothers/sisters of 
this web club, but it's an important benefit of NAEA. 
 
There is no (not one) other source available as effective or as accurate in tax research, EO practice and other topics as this web 
board. I have come to learn that those who participate here are absolutely the best.  
  
SIGN UP IF YOU ARE NOT ALREADY SIGNED UP, AND USE IT FOR ALL IT IS WORTH!  

Pennsylvania Income Tax:  Scholarships, Stipends & Fellowships                                   by Michelle Long, EA 

As students return back to undergraduate and post graduate education you might receive calls about federal tax treatment of sti-
pends, scholarships and 529 withdrawals. In addition you need to consider Pennsylvania treatment of these items as well. 
 
Stipend payments made to medical interns and residents are taxable income in Pennsylvania. Generally any educational awards 
made in exchange for services rendered are taxable. Fellowship awards and stipends to students enrolled in a degree program are 
not taxable under certain conditions. The recipient must be required to apply his skill and training to advance research, creative 
work or some other project or activity and must be able to show that: 
 
1. the compensation sponsored by the institution or organization is so minimal as to not be considered realistic compensation  
 given the types of services rendered, or  
2.     the activities are so directly supervised as to be more of a burden on the institution that is not adequately offset by the benefit 
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 ƻŦ ǘƘŜ ǊŜŎƛǇƛŜƴǘΩǎ ŀŎǘƛǾƛǘƛŜǎΣ ƻǊ 
3.      the recipient is a candidate for a degree and the activity is required of all candidates participating in the program. 
 
Scholarships and fellowship awards are generally not taxable to PA if based on need or academic achievement and to further edu-
cational development. If the award is made to further creative worth or some other project, then its treatment is similar to sti-
pends to determine taxability. To substantiate that a scholarship or fellowship is not taxable, then according to the PIT Guide, a 
letter providing the details of the program under which the award is given must be signed by the department head or official pro-
viding the details of the program and included with the tax return. 
 
Post-doctoral awards are not taxable if they meet 15 conditions. This is where it gets fun. 
 

1. The organization funding the award must be either a governmental agency, a private foundation under IRC §509, or an IRC  

 §501(c)(3) or (5) organization. 

2.     The facilities being used by the recipient or the organization sponsoring the fellow is either a state chartered public or private 
 university, a governmental agency, private foundation or tax exempt organization described in item 1. 
оΦ     ¢ƘŜ ŦŜƭƭƻǿ Ƙŀǎ ŀƭǊŜŀŘȅ ƻōǘŀƛƴŜŘ ŀ ŘƻŎǘƻǊŀǘŜ ŘŜƎǊŜŜ ƛƴ ǘƘŜ ŦƛŜƭŘ ƻŦ ǎǘǳŘȅ ŦƻǊ ǿƘƛŎƘ ǘƘŜȅΩǾŜ ǊŜŎŜƛǾŜŘ ǘƘŜ ŀǿŀǊŘΦ 
4      The stipend is based on a scale established by the source of funding. 
5.     The fellow is responsible for formulating and advancing the research project throughout the period of the stipend. 
сΦ     ¢ƘŜ ǎǇƻƴǎƻǊƛƴƎ ŀƎŜƴŎȅ ǎŜǊǾŜǎ ƛƴ ŀƴ ŀŘǾƛǎƻǊȅ ŎŀǇŀŎƛǘȅ ŀƴŘ ŘƻŜǎƴΩǘ ŎƻƴǘǊƻƭ ǘƘŜ ŦŜƭƭƻǿΩǎ ƳŜǘƘƻŘ ŀƴŘ ƘƻǳǊǎ ƻŦ ǊŜǎŜŀǊŎƘ ŜȄŎept for 
 legal or regulatory matters related to the project. 
7. No services are required to be exchanged with the sponsoring organization that are administrative in nature or include teach-

 ing assignments or other duties. 
8. There may not be a requirement to enter into a contractual commitment for future employment. 
9. Payments are limited to no more than 36 months. 
10. Research results or writings of the fellow are the property of the fellow and not the sponsoring organization. 
11. There is no requirement to assist employees of the sponsoring organization. 
12. The fellow receives no fringe benefits except for de minimis benefits that create no additional cost for the sponsoring organi-

 zation. 
13. Pennsylvania unemployment compensation benefits are not required to be paid by the sponsoring organization on behalf of 

 the fellow. 
14. Social Security is not required to be paid by the sponsoring organization on behalf of the fellow. 
15. ¢ƘŜ ŦŜƭƭƻǿ ƛǎ ƴƻǘ ŎƻǾŜǊŜŘ ōȅ ǘƘŜ ǎǇƻƴǎƻǊƛƴƎ ƻǊƎŀƴƛȊŀǘƛƻƴΩǎ ǿƻǊƪŜǊΩǎ ŎƻƳǇŜƴǎŀǘƛƻƴ ƛƴǎǳǊŀƴŎŜ Ǉƭŀƴ ƻǊ ǇƻƭƛŎȅΦ 
 
Cƛƴŀƭƭȅ ƛŦ ǘƘŜ ǘŀȄǇŀȅŜǊ ƛǎ ŜƭƛƎƛōƭŜ ŦƻǊ ǘŀȄ ŦƻǊƎƛǾŜƴŜǎǎΣ ŘƻƴΩǘ ŦƻǊƎŜǘ ǘƻ ŀŘŘ ōŀŎƪ ŀƴȅ ƴƻƴ-taxable scholarships or awards to determine 
Schedule SP eligibility income. 
 

Source: 61 Pa. Code § 101.6. Compensation., Pennsylvania Income Tax Guide. 
 
Regarding education plan distributions, there are no provisions for Coverdell distributions. It makes sense that distributions includ-
ing earnings on such accounts for qualified education expenses would not be taxable to PA. What about non-qualified distributions 
though? Would previously untaxed earnings in excess of the cost recovery component be taxable PA income? Unfortunately, there 
ŘƻŜǎƴΩǘ ŀǇǇŜŀǊ ǘƻ ōŜ ŀƴȅ t! ǘŀȄ ŎƻŘŜ ƻǊ ōǳƭƭŜǘƛƴǎ ǘƘŀǘ ŀŘŘǊŜǎǎ ǘƘƛǎΦ LŦ ŀƴȅ ǊŜŀŘŜǊǎ ƘŀǾŜ ŀŘŘǊŜǎǎŜŘ ǘƘƛǎ ǎƛǘǳŀǘƛƻƴ ōŜŦƻǊŜΣ ǇƭŜase let 
us know how you handled it and the reasoning behind your course of action.  
 
Qualified distributions from both Pennsylvania and non-Pennsylvania 529 plans are not taxable income to PA. Non-qualified distri-
butions are taxable to the extent of deductions received on contributions and related earnings. Amounts are reported under the 
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Ŏƻǎǘ ǊŜŎƻǾŜǊȅ ƳŜǘƘƻŘ ǎƻ ƻƴƭȅ ŀƳƻǳƴǘǎ ŜȄŎŜŜŘƛƴƎ ŀ ǘŀȄǇŀȅŜǊΩǎ ƴƻƴ-deductible cost are treated as taxable. Excess non-deductible 
contributions are those in excess of the limitation on amounts allowed  to be deducted on the PA-41. 
 
         Source:  PIT Bulletin 2006-04,  Pennsylvania Income Tax Guide 
 
A comparison to federal tax treatment would get too complex for this article, but there should be some obvious differences that 
ƧǳƳǇ ƻǳǘΦ CƻǊ ƛƴǎǘŀƴŎŜ Lw{ ǘŀȄŜǎ ǎŎƘƻƭŀǊǎƘƛǇǎ ōŀǎŜŘ ƻƴ άǉǳŀƭƛŦƛŜŘ ŜŘǳŎŀǘƛƻƴŀƭ ŜȄǇŜƴǎŜǎέ ǿƘƛŎƘ ǘȅǇƛŎŀƭƭȅ ŘƻŜǎƴΩǘ ƛƴŎƭǳŘŜ ǊƻƻƳ and 
ōƻŀǊŘΦ tŜƴƴǎȅƭǾŀƴƛŀ ƻƴ ǘƘŜ ƻǘƘŜǊ ƘŀƴŘ ǳǎŜǎ ƭŀƴƎǳŀƎŜ ǘƘŀǘ ƛǎ ƴƻǘ ǿŜƭƭ ŘŜŦƛƴŜŘΣ ǘǊŜŀǘƛƴƎ ǎŎƘƻƭŀǊǎƘƛǇǎ ŀǎ ŦƛƴŀƴŎƛŀƭ ǎǳǇǇƻǊǘ άǘƻ further 
ǘƘŜ ƛƴŘƛǾƛŘǳŀƭΩǎ ŜŘǳŎŀǘƛƻƴέΦ CŜŘŜǊŀƭ ǊŜƎǳƭŀǘƛƻƴǎ ŀƭǎƻ ŀǊŜ ƳǳŎƘ ƳƻǊŜ ŘŜǘŀƛƭŜŘ ƛƴ ŘŜǘŜǊƳƛƴƛƴƎ ǘƘŜ ǘŀȄŀōƛƭƛǘȅ ƻŦ ǎŎƘƻƭŀǊǎƘƛǇǎ ŀƴd fel-
lowship grants. For further reference on federal tax treatment, check out Publication 970: Tax benefits for Education. Supporting 
Code sections are §74 and related regulations: Prizes and Awards, §117 and related regulations:  Qualified Scholarships, §529:  
Qualified Tuition Programs,  and §530 Coverdell Education Savings Accounts. 

News and Viewsé(cont.) 

Editorõs Notes... 

Pennsylvania Tax Issues 

 

Going forward PSEA would like to include articles on Pennsylvania tax treatment of both indi-

ǾƛŘǳŀƭ ŀƴŘ ōǳǎƛƴŜǎǎ ǘŀȄ ǘƻǇƛŎǎΦ ²ŜΩǊŜ ƭƻƻƪƛƴƎ ŦƻǊ ƳŜƳōŜǊǎ ǿƛǘƘ ŜȄǇŜǊǘƛǎŜ ƛƴ ǾŀǊƛƻǳǎ ŀǊŜŀǎ ǘƻ 

contribute articles and/or provide technical review of articles written.  

 

LŦ ȅƻǳΩǊŜ ƛƴǘŜǊŜǎǘŜŘ ŀƴŘ ǿƛƭƭƛƴƎΣ ǇƭŜŀǎŜ ƎŜǘ ƛƴ ǘƻǳŎƘ ǿƛǘƘ ŀƴȅ ƻŦ ǘƘŜ ōƻŀǊŘ ƳŜƳōŜǊǎ ƻǊ ŎƻƴǘŀŎǘ 

me at pa.enrolledagents.nl@gmail.com. The next newsletter is published during the month of 

November, so please submit any articles by October 31 for consideration. 

 

!ƭǎƻΣ ŀǎ ǳǎǳŀƭ ǘƻ ŜƴǎǳǊŜ ǘƘŀǘ ǘƘƛǎ ǉǳŀǊǘŜǊƭȅ ƴŜǿǎƭŜǘǘŜǊ ǿƻƴΩǘ ōŜ ǊŜƧŜŎǘŜŘ ŀǎ ǎǇŀƳΣ ǇƭŜŀǎŜ ƛƴŎƭǳŘŜ 

pa.enrolledagents.nl@gmail.com in your address book. This email is used for distribution pur-

poses and communication with the newsletter editor only.If y our personal or business informa-

tion including email address has changed, please contact Samantha Stewart to update your 

information. 

 

Thank you, 

     Michelle Long, EA 

The government's view of 
the economy could be 
summed up in a few 
short phrases: If it moves, 
tax it. If it keeps 
moving, regulate it. And 
if it stops moving, 
subsidize it.  
- Ronald Reagan 

Page 7 

Pennsylvania Income Tax:  Scholarships, Stipends & Fellowships (cont.) 

PSEA OFFERS $25 REBATE ON PA WORKING TOGETHER SEMINARS 
 
As many of you know, PSEA has been one of the participating practitioner organizations in Working Together in Pennsylvania.  
Attendance records are kept and any member of PSEA that signs in as a member of PSEA will be sent a rebate check for $25. 
²ŜǎǘŜǊƴ ²ƻǊƪƛƴƎ ¢ƻƎŜǘƘŜǊ ƛǎ ŎƻƳƛƴƎ ǳǇ ƻƴ {ŜǇǘŜƳōŜǊ нрǘƘΣ нллфΦ  LŦ ȅƻǳΩǾŜ ǊŜƎƛǎǘŜǊŜŘΣ ŘƻƴΩǘ ŦƻǊƎŜǘ ǘƻ ǎƛƎƴ ƛƴ ŀǎ ŀ t{9! ƳŜƳπ
ber. Registration can be found on the IRS website through this link. 
 
For further information, please contact  Bill Matesevac, EA at 724-468-5086 or e-mail wpmatzea@windstream.net. 
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PSEA member Babette Simpson, 

EA wins the 50/50 challenge. 

.ŀōŜǘǘŜΩǎ ŎƘŀǊƛǘȅ ƻŦ ŎƘƻƛŎŜ ǿŀǎ 

the Smile Train, an organization  

that assists children with cleft 

palate. 

IŜƭŜƴ hΩtƭŀƴƛŎƪΣ 9! ƎŀǾŜ ŀƴ ŀƴƛπ

mated presentation  on Ethics. 

Mary Mellem, EA explains the ins and outs of 

I{!ΩǎΦ 

David Mellem, 

EA  bringing 

humor to his 

topic. 

Bill Matesevac, EA 

salutes a good 

year for Pittsburgh. 

fEAst 2009 attendees. 

Dinner after the Annual Meeting provided opportunities 

to converse with David and  Mary Mellem. 
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