OLD BUSINESS, ITEM B

At the last Board of Directors meeting in January 2009, a New Business item was discussed in
which the Board was asked to consider reviewing the Employee vs. Independent Contractor
status of both our MEMO Editor and our Merchandise Department Head.

It should be noted that we have been considering both of these positions as Independent
Contractors. This status is noted in both “Independent Contractor Agreements” in effect for
these positions.

From information provided on the Internal Revenue Service website on this subject, the Board
agreed that we should seek the advice of our tax and accounting firms with which we do
business in order to confirm that our position on this subject is correct. Business Manager Dori
Lowell was tasked with seeking that advice. The results of her inquiries were reported to the
Board on February 17, 2009 (President’s Passing the Word Newsletter, Issue #2009-2):

“This discussion at the Board meeting dealt with the status of the MEMO Editor and the
Merchandise Department Head and whether or not we were accurately treating them as
contractors. Our Business Manager Dori Lowell has discussed this situation with CPA Albert
Chang of Hascal, Sjoholm & Company of Everett, WA. This CPA firm produces NPGA’s
Financial Statements which periodically appear in MEMO, the latest one in the Fall 2008
issue on page 13. They also handle our federal tax issues. According to the firm’s website,
www.hascal.com, they are the largest locally owned CPA firm in Snohomish County, and
have been in business since 1948. Their website also states that they pride themselves on
providing reasonable, well-researched income tax advice by specialists in every area of tax
law.

“Mr. Chang took all of the factors used by the IRS to determine whether a person is a
contractor or an employee, and measured both our Editor's and our Merchandise
Department Head's duties and compensation against those factors. Both Mr. Chang’'s
written analysis and his conclusions have been provided to NPGA. He states in his cover
letter to Dori: ‘Based on your responses to factors the IRS uses to determine whether a
person providing services is an independent contractor or employee, my conclusions show
that both of these positions should be classified as independent contractors.’

“Dori also spoke with another CPA firm, Danta Chase & Co. in Snohomish County,
Washington, the firm that handles our payroll and payroll taxes. On their website,
www.snococpa.com, they advertise themselves as providing professional accounting, tax
preparation and payroll services; serving Puget Sound businesses and individuals since
1988. Mr. Lee Wooten of Danta Chase & Co., after due consideration of the duties and
compensation of our Editor and Merchandise Department Head, advised that both positions
are correctly being considered as independent contractors.

“Both Editor Staci McStotts and Merchandise Department Head Jim Huber have been
advised of the stand taken by both CPA firms with whom we deal. It would appear that this
question has been satisfactorily answered.”

No further action by the Board of Directors is deemed necessary.

Ray Hoyt, President



