
Patch will only be good for one year, but 
further legislation is on the horizon to repeal
the AMT.

By Sharon Kreider, CPA, EA 
ECP Advisory Board Chair

On October 30, 2007, Charles Rangel,
the chair of the House Ways and
Means Committee, introduced the

Temporary Tax Relief Act of 2007 (TTA ’07).1

The Act, which is expected to quickly clear the
House of Representatives, provides a one�year
increase to the alternative minimum tax
(AMT) exemption. If passed, the 2007 AMT
exemption would be $66,250 for joint filers
and $44,350 for individuals. TTA ’07 also
extends the use of personal nonrefundable
credits for AMT and regular tax purposes

through December 31, 2007. These two
changes will save an estimated 23 million tax�
payers from paying AMT for the 2007 tax year. 

AMT repeal?

The proposed legislation is called “tempo�
rary” because the AMT problem raises its ugly
head again in 2008. Congressman Rangel
hopes to deal with AMT in a more permanent
way in 2008 with a major tax reform bill that
proposes, among a myriad of other changes, a
repeal of the AMT. The AMT repeal would be
very expensive — estimated at more than
$800 billion in ten years — and would be
offset with an increase to the top tax rate from
35% to 39.6%.
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Spotlight on Planning:

Last considerations for 2007

While it seemed like ’07 was
a slow year for new tax legis�
lation, there are a number of
planning ideas that came
about this year...

Article on page 4

Maximize itemized 
deductions with new laws

Article on page 5

Refresh retirement accounts
before year�end

Article on page 6

Health Savings Accounts
boost tax health

Article on page 7

Military pension paid to ex�wife
was alimony

Article on page 8

2008 Medicare premiums will
increase based on ’06 income

Article on page 8

Required disclosure for tax
shelter participation

Article on page 9

IRS allows non�spouse benefi�
ciary rollovers to all plan
participants

Article on page 11

News Briefs
Article on page 11

2008 Indexed Amounts
Charts on page 12

Cumulative Index
See supplemental insert

AMT patch on its way through Congress

CPAs who value businesses or assets are sub�
ject to new rules.

By Richard Malamud, CPA, J.D.,
LL.M.
ECP Guest Contributor

The new AICPA Statement for
Standards for Valuation Services
(SSVS)1 is effective January 1, 2008,

although earlier adoption is encouraged.
The 76�page Statement entitled “Valuation
of a Business, Business Ownership Interest,
Security, or Intangible Asset”2 adopts stan�
dards for its members who perform
valuation services. It states, “AICPA mem�
bers will be required to follow this standard
when they perform engagements to esti�
mate value that culminates in the
expression of a conclusion of value or a cal�
culated value.”

All AICPA members, not just those who
are members of a professional valuation
organization, will have to meet these new
standards when they perform covered 
valuation engagements starting next year.  

Even those CPAs who are not AICPA
members and are thus not required to meet
these standards may find that a court will
give great weight to these new standards of
practice if a question of valuation malprac�
tice is raised.  

Which valuation engagements are covered?

The new standard applies when a
member performs a valuation of “a busi�
ness, business ownership interest, security,
or intangible asset” unless an exception
applies. This is the case even if the engage�
ment is part of preparing a tax return in
which the CPA uses professional skills to
determine a valuation.  

However, if the work performed is 
limited to mechanical computations, they
are not covered by the standard as long as
the work does “…not rise to the level of an
engagement to estimate value,” which
means that the CPA does not use a valua�
tion approach or professional judgment, as
described in the Statement. E-mail us:

ecplanner@spidell.com

See AMT, page 3

See AICPA, page 2

AICPA adopts new standards for valuation
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Advisory Board
Spidell Publishing thanks these pro�
fessionals for serving on the Elder
Client Planner Advisory Board.
Their expertise helps us bring you
the most important topics and the
most accurate information possible.

Advisory Board Chair – Sharon
Kreider, CPA, EA, is nationally
known as one of the top speakers
in the tax field. She practices tax
and accounting in Sunnyvale,
Calif., and teaches tax planning,
advanced tax law and tax law
changes. 

Gloria J. Molnar, CPA: Former
instructor of taxation at University
of California Santa Barbara;
member of the Elder and
Dependent Adult Abuse
Prevention Council for Santa
Barbara County. 

Gary Pia, CFP: Past president of
the San Gabriel Valley (California)
chapter of the Financial Planning
Association; former advisory
member of the FPA’s National
Board of Directors.

Danny Santucci, Esq.: Nationally
known author and lecturer on tax
issues. 

Carol Schaner, Esq.: Adjunct
Faculty Member at Chapman
University School of Law with
expertise in estate planning,
domestic asset protection, and
charitable giving.

James Southward, EA: Owner of a
large California tax practice, a lec�
turer on elder issues, and a Fellow of
the National Tax Practice Institute.

W. Bailey Smith, Esq.: Certified
specialist in estate tax planning,
wills, trusts and probate.

Len Williams, CPA: Lecturer on
retirement planning and long�
term�care insurance for California
Society of CPAs and seniors groups
in Northern California.

ECP staff
Publisher: Lynn Freer, EA
Editor: Renée Rodda, J.D.
Managing editor: Ashley Lockard
Associate editors:

Tim Hilger, CPA
Gina Rodriquez, EA

Copy editor: Kathryn Zdan

Valuations covered

! Transactions such as acquisitions,
mergers, leveraged buyouts, initial
public offerings, employee stock owner�
ship plans and other share�based plans,
partner and shareholder buy�ins or 
buyouts, and stock redemptions;

! Litigation relating to matters such as
marital dissolution, bankruptcy, con�
tractual disputes, owner disputes,
dissenting shareholder and minority
ownership oppression cases, and
employment and intellectual property
disputes; and

! Compliance oriented engagements,
including (a) financial reporting; and
(b) tax matters, such as corporate reor�
ganizations; S corporation conversions;
income, estate, and gift tax compliance;
purchase price allocations; and chari�
table contributions.

Exceptions

The Statement lists broad categories of
exceptions for which it does not apply. It is
not applicable if:
! The CPA is estimating the value as part

of performing an attest engagement (an
audit, review, or compilation);  

! The valuation is provided by the client
or a third party, and valuation
approaches and methods are not applied
by the CPA;

! It is for internal use assignments from
employers to employee members not in
the practice of public accounting;

! The engagements are “exclusively” used
to determine economic damages “unless
those determinations include an engage�
ment to estimate value;”

! It involves mechanical computations
where the CPA does not use inde�
pendent valuation approaches or
methods and does not use professional
judgment; and

! “It is not practical or not reasonable to
obtain or use relevant information,”
such as when it is not possible to apply
the normal valuation approaches in the
Statement.3

A footnote to the statement states that,
“Unless prohibited by statute or by rule, a
member may use the client’s estimates for
compliance reporting to a third party if the

member determines that the estimates are
reasonable (based on the facts and circum�
stances known to the member).”

Some examples

Some specific services that do not rise to
the level of an engagement to estimate
value include: 

“(a) computations of a remainder
interest under a grantor retained annuity
trust using actuarial tables; (b) determining
the value of relatively small blocks (relative
to the total amount of corporate stock out�
standing) of publicly traded stock whose
per share price is readily ascertainable; (c)
preparing a tax return using the valuation
of a business that was provided by a third�
party appraiser, or by the client …; and (d)
calculating cash ‘hold back’ requirements
for tax contingencies …”

Some specific services that fall within
the Statement’s requirements include: 

“(a) valuing a block of publicly traded
stock, if the analysis includes consideration
of a discount for blockage, lockup, or other
contractual or market restrictions such that
valuation approaches and methods are
applied, and professional judgment is used
to determine the fair value, fair market
value, or other applicable standard of value;
(b) valuing stock that is not publicly
traded; and (c) computing the fair market
value of assets in a charitable remainder
trust, if the engagement requires the appli�
cation of valuation approaches and
methods, and the use of professional judg�
ment to estimate the fair market value.”

Estate & financial planning

The Statement provides an example of
an estate or financial planning engagement.
It says that the planning is not covered so
long as the values (for example of a business
and a security) are provided by the client or
a third party or the report uses assumed or
hypothetical values. If instead the report
includes a valuation determined by the
CPA, the report falls within the Statement
requirements. Even if the report is not 
covered by the new valuation Statement, an
illustration points out that a computation
of an estate or tax as part of a report would

AICPA, continued from page 1

See AICPA, page 3



be subject to the Statement on Standards
for Tax Services.

Valuing an FLP

A very interesting example is one that
asks if the Statement applies to deter�
mining the valuation of a family limited
partnership if a discount is not taken. It
concludes that this is a valuation 
engagement subject to the Statement’s
requirements unless the valuations are
provided by the client or a third party.
“The fact that the member does not
apply a discount does not exempt the
engagement from the Statement…”

There are numerous other examples
that involve:
! Depreciation studies; 
! Use of stock brokerage statements; 
! Partnership allocations; and 
! An accountant who moonlights.  

The bottom line is that if the client
or a third party is the one who deter�
mines the value used in a report or tax
plan, the valuation is not covered by the
statement. If, however, the valuation is
determined by the accountant, then —
unless one of the specific exemptions
applies — the valuation is subject to the
requirements of the Statement.

Conclusion

AICPA members who, as part of
income tax or estate preparation or
financial or tax planning engagements
also perform valuations, will be subject
to the provisions of this new Valuation
Statement. There are numerous excep�
tions such as performing the attest
function or the use of client or third
party provided valuations. The bottom
line is that if you determine the value of
a business, nonpublicly traded stock,
intangibles or similar assets as part of a
client engagement, take the time to
review the new Statement to verify if the
job is covered by the new standards.

Additional information can be found
in the following articles.  
1. Business Valuation: Professional

Guidance in Business Valuation:
Applying SSVS1, by Robert F. Reilly, 9
Journal of Accountancy 33, September
2007.4

2. Business Valuation: Suggested
Guidelines for How to Implement
SSVS1 in Your BV Practice, by Randie
Dial, 9 Journal of Accountancy 38,
September 2007.5

3. Standards Will Govern Valuations, by
Howard W. Wolosky, 40 Practical
Accountant 30, August 2007.6 

1 See http://bvfls.aicpa.org/Resources/Laws+Rules+

Standards+and+Other+Related+Guidance/AICP

A+Valuation+Standard+and+Implementation+To

olkit/
2 See http://bvfls.aicpa.org/NR/rdonlyres/672E1

DD4�2304�47CA�8F34�8C5AA64CB008

/0/SSVS_Full_Version.pdf
3 See Interpretation No. 1, “Scope of Applicable

Services” of Statement on Standards for Valuation

Services and Statement for Standards on Tax

Services No. 4
4 See http://www.aicpa.org/pubs/jofa/sep2007/

reilly.htm
5 See http://www.aicpa.org/pubs/jofa/sep2007/

dial.htm
6 See http://www.webcpa.com/article.cfm?arti�

cleid=24847&pg=pracacc
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Other 2007 changes included in bill

In addition to the one�year AMT patch,
TTA ’07 includes an extension of several
expiring provisions including: 
! The tuition deduction; 
! The IRA transfer to charity 

provision; 
! The above�the�line schoolteacher

deduction; 
! The sales tax deduction; 
! The mortgage insurance deduction;  

! The Research and Development Tax
Credit; and 

! The 15�year depreciation for restaurants
and leasehold improvements.  
It would also provide a permanent

exclusion from the cancellation of debt
rules for the relief of acquisition mortgage
debt secured by the personal residence of
the taxpayer. While this provision will help
some recent home buyers, it will not save
those individuals who have refinanced

their homes to pay off credit cards and
have had that debt forgiven.

New revenue to offset the tax cuts resulting
from the AMT patch and the extender relief
is proposed to come from (1) including cer�
tain deferred compensation in income, (2)
taxing some carried interests as ordinary
income, and (3) increasing penalties on late
filled partnership returns and adding a penalty
for late filed S corporation returns. 

1 H.R. 3996

This publication is sold with the understanding that the publisher is not engaged in rendering legal, accounting, or other professional advice and assumes no liability what�
soever in connection with its use. Since tax laws are constantly changing and are subject to differing interpretations, we urge you to do additional research before
acting on the information contained in this publication.
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