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Shining a Spotlight 
On Our Future
By TSCPA Chairman STEPHEN PARKER, CPA-Houston 

Superstars, rock stars, rising stars – no matter what you call them, we all see them in our 
firms and companies and in our profession. They bring new ideas, fresh perspectives and a 
contagious energy level, along with an appreciation and respect for those who have paved 
the paths before them.

TSCPA is excited to introduce in this issue the members selected as TSCPA Rising Stars for 2018. In 
the cover story, you’ll learn about the early and remarkable accomplishments of this group of 15 
members. I am impressed by their level of commitment to give back to their communities and their 
profession, and I’m confident you’ll see why we’re proud to call them the rising stars and the future 
of TSCPA.

It is critical that we balance the rich history of our profession and organization with the dynamic 
change the new generation brings to the mix. At TSCPA, we’ve been working to maintain that balance 
within all of our programs and offerings – striving to empower members to lead and succeed at every 
level of their careers.

Join me in congratulating the 2018 Rising Stars! If you know some of these honorees, reach out and 
offer your personal congratulations. If you don’t know them yet, I encourage you to meet them and 
see for yourself why we’re confident our profession will continue to have a bright future.

Stephen Parker, CPA is a partner in PwC’s Houston assurance practice. He can be contacted at stephen.g.parker@pwc.com.

What do you think!
I want to hear your 
feedback and questions 
during my chairmanship at 
TSCPA. Drop me a note at 
chairman@tscpa.net. 
I’d love to hear from you!
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Advocacy Day and the Midyear 
Board and Members Meeting

January 29-30, 2019 
 

Join us in Austin to learn more about how TSCPA is empowering members to lead, succeed and grow. 
It’s an ideal opportunity to make a difference while connecting with colleagues and friends, visiting 

with legislators about issues critical to your profession, making new contacts, and influencing the 
future of your professional association. 

 
Earn up to four hours of CPE and hear engaging speakers present on timely and relevant topics!

Sheraton Austin Hotel at the Capitol 
701 East 11th Street. Austin, TX  78701 

512-478-1111 | Reservations: 888-627-8349 
 

Single/Double Rate: $229 plus taxes | Cut-off Date: Monday, January 7, 2019 
Make your reservations as early as possible. The block will likely sell out before the cut-off date. 

 

TITLE SPONSOR

JANUARY 30
MIDYEAR BOARD AND 
MEMBERS MEETING

In addition to hearing updates on 
TSCPA, attendees will hear from Mark 
Peterson, executive vice president – 
advocacy for AICPA, with insights into 
legislative issues on the national level.

JANUARY 29
ADVOCACY DAY
Before heading to the capitol, hear 
from two top legislative speakers.
Joe Gagen from Cal Capitol Academy 
will prepare you to make the most of 
your visits with legislators.

Harvey Kronberg, publisher of the 
Quorum Report, will give an analysis 
of the recent election and preview the 
2019 legislative session.

JOE GAGEN

HARVEY KRONBERG

MARK PETERSON
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   SPOTLIGHT ON PEER REVIEW

Timothy Pike is 
an audit partner 
at Howard, LLP 
in Dallas. He is 
serving as the 

president of TSCPA’s Dallas 
Chapter this year. He is 
also actively involved in 
TSCPA as a peer reviewer 
and has a strong interest 
and commitment to the 
Peer Review Program. We 
recently asked him about 
this role and why other 
CPAs should consider becoming a peer reviewer.

You direct the audit practice at Howard LLP in Dallas. 
Tell us about your career.

I started out thinking I wanted to be a physical therapist 
and switched tracks in my junior year in school. I ended 
up in audit simply because I liked the people I interviewed 
with; I always assumed I would go into tax. I started in a 
small firm before going to Grant Thornton. A previous 
partner at my first firm convinced me to chat with Otey, the 
managing partner at Howard, about 15 years ago. I was told 
I can do whatever I want, so I’ve stayed at Howard for the 
last 15 years … doing whatever I want!

You are currently serving as president of the Dallas 
Chapter of TSCPA and as a peer reviewer for the 
Society. How did you start as a peer reviewer? What 
was the process and requirements?

I didn’t know very much about the peer review process 
before coming to Howard. The managing partner is a 
peer reviewer and was a member of TSCPA’s Peer Review 
Committee for 19 years. He initially asked me to be our 
firm’s quality control manager (QCM) and about eight 
years ago, I became involved with doing the peer reviews 
myself. I owe my current understanding of professional and 
technical standards to being Howard’s QCM and, ultimately, 
it supported greatly my ability to become a partner.

A firm’s QCM is required to monitor multiple aspects of 
a firm’s quality control process, including performance of 
engagements in accordance with standards, independence 
considerations, continuing education, and the process to 

accept or continue assurance engagements. At Howard, the 
QCM was also typically a second reviewer on engagements, 
which also led to me becoming a reviewer for other firms 
that needed some assistance occasionally.

Once I began consulting with other firms as an outside 
reviewer, I also became a peer reviewer, acting as a team 
member initially and learning from more seasoned team 
captains. Texas has many talented peer reviewers with 
experience, so being a team member enabled me to learn 
perspectives of quite a few peer reviewers in other firms! 
And this is my second year to serve on TSCPA’s Peer Review 
Committee.

It wasn’t but a handful of years after I was performing 
the firm’s QCM and performing peer reviews regularly 
that I became a partner at Howard. Now, as an experienced 
reviewer who runs an assurance practice, I have a high level 
of confidence in Howard’s approach to engagements, since 
performing peer reviews keeps you very current in both 
standards and best practices. I perform peer reviews on a 
wide range of firms, from sole proprietors to firms with 30 
team members in the assurance practice, so I also see a wide 
variety of approaches and viewpoints, some of which I may 
not have previously considered.

Becoming a peer reviewer only involves a few steps, 
the most important of which is obtaining sufficient audit 
experience. Auditors who are members of AICPA and have 
five years of current experience can take a two-day peer 
review course to become eligible to begin performing peer 
reviews. There are a handful of CPE and other requirements, 
but those are the most significant. Upon completing the 
two-day course, you’ll be listed with AICPA online, along 
with your areas of emphasis and industry experience. (See 
Figure 1 for a listing of the requirements to become a peer 
reviewer.)

What interested you about being a peer reviewer and 
what do you find to be the most rewarding aspects?

My first draw to peer review was actually strengthening 
my understanding of professional and technical standards 
to result in a better overall product for my clients. The firms 
that engage me to perform peer reviews are my clients, so 
just like for any client, I love the interaction of providing a 
service and learning from other practitioners. It also helps 
me keep up with changes in the profession and AICPA.

Timothy Pike, CPA-Dallas
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Why is the Peer Review Program so important?
I’m always surprised when many CPAs stop listening 

when there are discussions about peer review. I think 
about how quickly our profession would lose its standing 
if adherence to standards was not important. The entire 
CPA designation would suffer if we had significant failures 
of audited organizations. Plus, if we don’t appropriately 
address the needs of the public through our profession, 
someone else will. Who better to act as custodians of the 
trust others’ place in our profession but those with a vested 
interest?

How has doing the work as a peer reviewer been 
beneficial for your career?

One easy response is that you certainly meet a diverse 
thought-base of ideas. It has strengthened my ability to 
apply standards and teach them to the team at Howard. Peer 
review is also a practice area – we charge for performing 
these engagements, so it enables me to grow our group and 
with the additional contacts, we often get referrals from 
other CPAs in cases where independence or other matters 
prevent them from providing services.

What advice would you give other CPAs who are 
interested in becoming a peer reviewer?

Do it. You learn so incredibly much. Your understanding 
of professional and technical standards grows. Your ability 
to grow your practice improves. And AICPA is working 
hard to make the whole process easier … the checklists they 
provide are tools and contain references that tie to specific 
standards on each question; monthly alerts are sent to peer 
reviewers for important changes and clarifications (much 
like one of the audit quality centers), and I never hesitate to 
call a state or national technical reviewer to clarify any item 
or issue. I was very intimidated by the process at first. There 
are many peer reviewers, including this one, willing to help 
you get started!

Tell us about your personal life and interests. What are 
your activities when you’re not working?

I absolutely love running and absolutely love baseball. 
There is a tax team member at Howard who I regularly run 
half marathons with to keep me motivated. I really enjoy 
coaching my son’s baseball team, which really is an excuse 
for me to act like a kid!

Resources for firms and reviewers, including 
links to register for peer reviewer training 
courses, are available on TSCPA’s website. 
Go to the Advocacy section of the site at 
www.tscpa.org and then click on Peer Review 
on the right side of the page. Or you can 
contact TSCPA’s Jerry Cross, CPA, at 972-
687-8617, jcross@tscpa.net.

Figure 1.
AICPA Requirements – How to Become a 
Peer Reviewer

Performing peer reviews provides you with a great 
way to give back to the profession. To become a peer 
reviewer, you must meet the requirements listed below, 
take appropriate training and submit your peer reviewer 
resume.

Requirements:
• Be a member of AICPA in good standing (that is, AICPA 

membership in active, non-suspended status), licensed 
to practice as a CPA.

• Be currently active in public practice at a supervisory 
level in the accounting or auditing function of a firm 
enrolled in the program, as a partner of the firm, or 
as a manager or person with equivalent supervisory 
responsibilities. To be considered currently active in 
the accounting or auditing function, a reviewer should 
be presently involved in the accounting or auditing 
practice of a firm supervising one or more of the firm’s 
accounting or auditing engagements or carrying out 
a quality control function on the firm’s accounting or 
auditing engagements.

• Be associated with a firm (or all firms if associated with 
more than one firm) that has received a report with the 
peer review rating of pass for its most recent System 
or Engagement Review that was accepted timely, 
ordinarily within the last three years and six months.

• Possess current knowledge of professional standards 
applicable to the kind of practice to be reviewed, 
including quality control and peer review standards. 
This includes recent experience in, and knowledge 
about, current rules and regulations appropriate to 
the level of service applicable to the industries of the 
engagements that the individual will be reviewing.

• Have at least five years of recent experience in the 
practice of public accounting in the accounting or 
auditing function.

• Have provided the administering entity with information 
that accurately reflects the qualification of the reviewer, 
including recent industry experience, which is updated 
on a timely basis.

To meet the requirement to possess current knowledge 
of professional standards applicable to the kind of practice 
to be reviewed, including quality control and peer review 
standards, peer reviewers should:
• Obtain at least 40% of the AICPA-required CPE in 

subjects relating to accounting, auditing and quality 
control. Peer reviewers should obtain at least eight 
hours in any one year and 48 hours every three years.

More information about requirements for team or 
review captains, reviewers of must-select engagements, 
and NPRC reviewers can be found on AICPA's website. 
If you are not qualified to be a peer reviewer, but are 
interested in being a Service Organization Control (SOC) 
Specialist who aids the peer review team with the review 
of SOC engagements, visit the SOC Specialist page on 
AICPA’s website.
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TSCPA Thanks Our Strategic Partners
Goodman Financial and CPACharge

TSCPA would like to thank Goodman Financial and CPACharge, 
our 2018-19 Strategic Partners! We are pleased to have them as strategic partners 

and appreciate their generous investment in our organization.

Goodman Financial is a Texas-owned, fee-only investment management and financial advisory firm. CPACharge is 
a financial technology company that offers payment solutions made specifically for CPAs. We believe these valuable 

partnerships will help advance our vision to empower members to lead and succeed.

Interested in learning about how your organization can become a Strategic Partner? TSCPA is an ideal partner to help you 
increase and enhance your visibility in the CPA market in Texas. As the premier membership association for CPAs in Texas, 
we can provide your brand and message with a direct connection to trusted business advisors in all sectors of the economy.

Learn more about the packages and options available through our Annual Partners Program on our 
website. Go to www.tscpa.org and click on Sponsor at the top of the page or contact Craig Nauta, 

CAE, at cnauta@tscpa.net, phone 800-428-0272, ext. 238, 972-687-8538 in Dallas.

Don't Miss the 2018 CPE Expo! 
Finish out the year strong by attending the 2018 CPE Expo. 
Three educational tracks offer plenty of flexibility, so you can 
address your educational needs with two days of top-quality 
learning. You'll earn up to 20 CPE hours by attending both 
days, including lunch sessions.

The sessions cover the topics you need! The topics include 
individual and business tax updates, fraud prevention, 
cryptocurrency/blockchain, technology issues, an 
accounting and auditing update, SSARS, ethics and more!

CPE Expo is available in three cities across the state:

Dallas on November 29-30
San Antonio on December 3-4
Houston on December 10-11

For more details and to register for CPE Expo, 
go to our website at tscpa.org or call 800-428-0272, 
option 1, for personal assistance.
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By DON CARPENTER, MSAcc/CPA

   ACCOUNTING & AUDITING

The trend for 
companies to move 
their business 
applications to the 
cloud environment 
has continued to gain 
momentum in the 

past few years. As overall IT budgets 
in most organizations have grown at 
single-digit rates, some studies show 
that costs and fees spent on cloud 
computing and storage are growing 
at as much as 30 percent annual 
compounded rates.

The attraction of cloud 
environments is consistent with 
the prevailing business philosophy 
to outsource non-core functions 
and concentrate management and 
financial resources on the primary 
operations of the enterprise. Cloud 
computing environments offer 
companies several advantages:

•  Capital expenditures on hardware 
are minimized as in-house data 
storage and processing capacity 
are reduced. This is particularly 
beneficial for organizations that 

have fluctuating storage and 
processing requirements.

•  System maintenance and software 
updates are managed centrally by 
the host and organizations do not 
have to have in-house expertise to 
manage risks or the resources that 
regular upgrades require.

•  Data security and disaster 
recovery can be more expertly 
handled, especially for small and 
mid-size businesses that may be 
resource constrained.

•  And with an increasingly mobile 
work force, information can be 
shared and accessed more readily, 

as it is no longer housed on hard 
drives.

In 2015, the Financial Accounting 
Standards Board (FASB) issued ASU 
2015-15 that differentiated between 
cloud computing arrangements 
that included a software licensing 
agreement and those that were 
structured as service arrangements. 
An update was released earlier this 
year that eliminates this distinction, 
but also adds several additional 
requirements that have raised 
concerns.

At issue are the costs companies 
incur to migrate from in-house 

FASB Guidance on Cloud Computing 
Arrangements Increases Accounting 
Requirements and Related Disclosures

FASB’s ASU 2015-15 differentiated between 
cloud computing arrangements that included 
a software licensing agreement and those that 
were structured as service arrangements.
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platforms to cloud environments. 
For major applications, these costs 
can become quite material and will 
have to be tracked and accounted 
for similar to costs incurred for 
internally developed software. The 
capitalized portion of these costs 
are added to the costs of the service 
agreement and recorded as an 
intangible asset with an offsetting 
liability for any portion of the service 
agreement that will be paid for in the 
future.

The migration costs are categorized 
in three stages. 
 
PRELIMINARY: 
These costs generally relate to 
evaluating the options for moving 
to a cloud environment, including 
available technologies and 
performance requirements and are 
expensed as incurred. 
 
APPLICATION DEVELOPMENT: 
This category includes such items 
as data conversion and interface 
applications. Costs include internal 
salaries and overhead, as well as 
third party charges. These costs are 
the focus of the FASB update and are 
capitalized and added to the service 
arrangement fees.
 
 

POST IMPLEMENTATION: 
Costs such as program maintenance 
and training are expensed as 
incurred.

Accumulating the application 
development charges typically 
requires a time-tracking effort 
within the organization to capture 
employee costs incurred on the 
project. Overhead is often allocated 
based on these employee costs. Once 
development costs are added to 
the service fees required under the 
cloud outsourcing agreement, the 
intangible asset is recorded.

FASB suggests that straight-line 
amortization over the life of the 
contract is generally appropriate 
unless facts and circumstances 
clearly indicate another method 
more closely matches the expense 
to revenue. In determining the 
period and amount of costs to be 
amortized, the noncancelable term 
of the contract should be adjusted 
by any option to extend if it is 
likely the option will be exercised. 
Amortization of individual modules 
of a cloud hosting agreement should 
begin once a module is ready for 
use even if other modules are not 
serviceable.

Given that this methodology is 
very similar to the methodology 
applicable to in-house developed 

software, it has not received too 
much comment. Rather, the focus 
has been on the related disclosures 
that will be required for cloud 
computing or storage agreements.

Companies with cloud service 
agreements will be required to 
disclose the following:

•  A general description of the terms 
and conditions of the hosting 
arrangement, as well as of any 
software acquired or developed 
for internal use.

•  Any significant judgments or 
assumptions made in applying 
these new rules.

•  A qualitative and quantitative 
description of the implementation 
costs that were either expensed 
or capitalized during the relevant 
period.

•  A qualitative and quantitative 
description of the period over 
which the implementation costs 
will be recognized as expense in 
the income statement.

The new rules will become 
applicable for a public company’s 
fiscal year beginning after Dec. 
15, 2019. Adoption by non-public 
companies is delayed one year. Early 
adoption is permitted. 

Don Carpenter is clinical professor of accounting at Baylor University. Contact him at Don_Carpenter@baylor.edu.

mailto:Don_Carpenter@baylor.edu
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   TECHNOLOGY ISSUES

Have you been hacked? How would 
you know? In today’s increasingly 
risky technology environment, these 
are fair – and necessary – questions 
to consider, both at a personal 
level and at an organizational 
level. Read on and you will learn 

some of the tell-tale signs that your data, or that of 
your organization, has fallen into the wrong hands. 
 
Understanding the Risks at a Personal Level

Different types of data are subject to different types 
of risks; accordingly, our detection mechanisms must 
recognize this reality. For instance, if you consider the risk 
associated with an attack on one of your personal devices, 
it is altogether likely that the hacker is intending to use 
that data to create an ill-gotten profit. In situations such 
as this, the hacker is often trying to compromise your 
authentication credentials – usernames, passwords, pass 
phrases, etc. – to one or more of your financial accounts. 
If successful, the hacker will typically immediately act on 
that account to steal the funds that are in the account.

From the standpoint of attempting to detect this type 
of hack, establishing settings on your online financial 
accounts to send notifications to you are often the best 

course of action. For example, many financial institutions 
allow you to establish settings to send automatic 
notifications to your smartphone whenever a transaction 
posts to your account. By monitoring these notifications, 
you should be in a much better position to quickly detect 
any illicit activity on the account.

In addition, you should routinely check your personal 
credit reports for signs of improper activity. You can 
obtain a copy of your credit report from each of the 
three major credit reporting companies once each year; 
perhaps a strategy of establishing a rotating schedule to 
obtain one report every four months would be in order. 
 
What About Our Corporate Data?

The risks associated with corporate data differ rather 
significantly from those associated with personal data. 
When a hacker attempts to breach a corporate network, 
the effort is often directed to obtaining large volumes of 
data in the attack instead of the data associated with a 
single entity, such as a customer or a team member. Many 
of the widely reported corporate breaches in the past 
10 years – including Yahoo, Target and Equifax – have 
involved over 100 million records in each attack.

In addition to differing in size and scope as compared 
to individual attacks, corporate data breaches generally 

By Thomas G. Stephens, Jr., CPA, CGMA, CITP

DETECTING 
AND PREVENTING 
DATA BREACHES
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differ from hacks of individual accounts in what the hackers 
do with the compromised data. When hackers breach 
corporate data, typically they “package” it and sell it to 
others, who will in turn use it for ill-gotten gain.

For example, a hacker may launch an attack against your 
corporate data network and, in the process, gain access 
to credit card information that you may have on file for  
customers. Upon doing so, in many cases, the stolen credit 
card information will be sold to others – often on the “Dark 
Web” – who will then use it to make fraudulent purchases.

Unfortunately, in many situations, such as the one 
described, it will be months before the affected organization 
learns of the breach. In fact, Verizon’s 2018 Data Breach 
Investigation Report indicates that 68 percent of data 
compromises are not discovered until months after the 
attack occurs, indicating a clear need for organizations to 
ramp-up their detective internal controls.

Some of the methods used to increase security internal 
controls include implementing Security and Incident Event 
Management (SIEM) tools, deploying monitoring software 
to analyze networks for suspicious activity and utilizing 
Data Loss Prevention (DLP) tools to block outbound 
transmissions of sensitive data. Another good option might 
be to visit www.haveibeenpwned.com. At this site, you 
can, for example, enter your 
corporate email domain 
to determine how many 
of your team members’ 
email accounts have been 
compromised in any of the 
data breaches that have 
been reported and are 
being tracked in the site’s 
database. By the way, you 
may be surprised to find that 
over 5,000,000,000 records 
are in the database already! 
 
Ransomware – A Threat to All

One area of risk that is common to individuals and 
organizations is ransomware – malicious software that takes 
control of your data and holds it hostage in exchange for 
ransom. In a widely reported incident, the City of Atlanta 
government became the victim of a ransomware attack 
in March 2018. Many news outlets have reported that the 
cybercriminals demanded a ransom payment of $51,000 
and that this amount was not paid. Total remediation losses 
have been estimated to be approximately $5 million.

In theory, if you or your organization become the victim of 
a ransomware attack and you choose to pay the ransom, the 
cybercriminals will return control of your data. However, a 
disturbing pattern has emerged over the past two years in 
which the cybercriminals elect not to return the data to their 
victims, even though they paid the ransom.

Unfortunately, if you or your organization become the 
victim of a ransomware attack, your first evidence of such 
an attack probably will be a notice that appears on your 
computer screen demanding payment of the ransom – 
and by then, it’s too late! This is a case where “an ounce of 
prevention is worth a pound of cure.”

Appropriate and necessary preventive controls include 
training team members not to click on file attachments 

and links in email messages, keeping operating systems 
and applications fully patched and up-to-date, deploying 
effective anti-malware tools and ensuring the malware 
definitions are updated multiple times each day, and 
utilizing tools such as Windows Controlled Folder Access 
(CFA). CFA utilizes what is commonly referred to as 
“whitelisting” to block unauthorized applications from 
changing files in a set of user-defined folders. If such an 
application – often ransomware, for example – attempts 
to change a file in your Documents folder, CFA blocks that 
activity and alerts you to the fact that it prevented the change. 
 
Improving the Security of Your Data

Our personal and organizational data are under a constant 
state of siege and this trend shows no sign of abating. 
While we should have effective preventive controls in 
place to minimize the probability that our data will become 
breached, the reality of the world in which we operate is 
that it may already be compromised and, if it has not been, 
then someone, somewhere in the world, could very well be 
attempting to access it right now. To that point, we must also 
have appropriate detective measures in place to prevent 
such a breach from having a disastrous impact.

At an individual level, controls such as notifications, 
monitoring credit reports 
and reviewing financial 
accounts can all be effective 
at alerting you to a breach. 
At an organizational 
level, given the size of the 
databases in use, more 
sophisticated tools such as 
SIEM, DLP and monitoring 
software may need to be 
deployed to alert you to 
suspicious activity. And 
all users must be aware of 
the risks associated with 

ransomware and take advantage of tools, such as CFA, to 
not only stop a ransomware attack, but also alert you to the 
fact that one is underway.

Sometimes it can seem as if we are fighting a losing 
battle. However, if you will implement the types of controls 
discussed here, you will no doubt improve the security of 
your data and set the stage for alerts to suspicious activity.

 

ABOUT THE AUTHOR 
 
THOMAS G. STEPHENS, JR., CPA, CGMA, CITP, is a 
shareholder in K2 Enterprises, LLC, where he develops 
and presents continuing professional education 
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When a hacker attempts to breach 
a corporate network, the effort is 
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the Learning section of our website at tscpa.org 
and search on Technology.

http://www.haveibeenpwned.com
mailto:tommy@k2e.com
http://www.tscpa.org
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CPA2B Bootcamp
Empowers Accounting Students

By RHONDA LEDBETTER, TSCPA Chapter Relations Specialist

Advancing the future of the profession by 
nurturing the next generation of CPAs in 
Texas is a TSCPA focus. A new initiative to 
achieve that is CPA2B Bootcamps. The first 
was held at the University of Texas-Permian 

Basin earlier this year. A unique partnership between 
the learning institution, the TSCPA chapter and the State 
Society made the bootcamp possible. 

The accounting profession continues to experience 
growth, with high demand for CPAs in the marketplace. 
Enrollment in university accounting programs also 
continues to climb. However, there is a growing gap 
between the number of graduates with accounting degrees 
and the number of individuals becoming CPAs each year. 

CPA2B Bootcamp is a one-day program designed to 
provide students with career resources while building 
awareness of TSCPA as their professional partner for life. 
Each bootcamp offers participants crucial success skills for 
entering the workforce and information about the value 
of the CPA credential and lets them know that TSCPA is 
a lifeline throughout their careers. The bootcamp also 
connects students with local CPAs who can share stories 
about their own experiences and tell about the long-term 
importance of the rich career options a CPA certificate 
provides.

The opportunity for deeper engagement with students 
and accounting faculty is a key factor in a chapter’s 
decision to commit to the three-way partnership. At the 
first bootcamp, the Permian Basin Chapter President, 
D’Anne McNaughton, CPA, provided most of the speaker 
introductions throughout the day. She also served on the 
accountants panel, where she provided her perspective 
as a controller in the energy industry. Audra Mead, CPA, 
with a local firm, focused on tax practice, and Meredith 
McKeehan, CPA, from the local office of a Texas firm, had 
an audit emphasis.
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EVENT SPONSORSHIPS
To strengthen relationships with employers of 
CPAs, participating chapters are encouraged 
to promote event sponsorships – a project 
McNaughton recommends starting early and 
working around crunch times, such as tax season.

TSCPA consults with the chapter to set donation 
amounts appropriate for the area. Those at the 
highest level receive their name and logo listed 
on promotional messages and event materials, 
lunch registrations, brief podium time during the 
networking lunch, and an exhibit table. 

A key purpose for the event was feeding the students’ 
hunger for more self-assurance as they enter the business 
world. Featured speaker Colleen Rickenbacher coached 
them in business and dining etiquette. She helped them 
learn how to make the best possible impression by 
exhibiting a professional demeanor during the interview 
and hiring processes. Participants left the bootcamp 
knowing important soft skills for business, such as how 
to greet a person, how to make appropriate introductions, 
and why it always matters how you dress and behave 
even if you’re not in a meeting or interview. 

“I think everyone should go through handshake 
training. I really wish someone had taught me that before 
I started interviewing, meeting coworkers, calling on 
clients and representing my employer at community 
events,” McNaughton said after the event. 

Another key speaker was Donna Hiller from the Texas 
State Board of Public Accountancy. She helped ease the 
fear of the unknown by teaching students to navigate the 
pathway to the CPA credential. “I think that hearing from 
Donna was an important part of the event. The students 
now know who they can contact when they have questions 
about taking the exam and preparing for certification,” 
said UTPB Assistant Professor of Accounting Cheryl 
Prachyl, Ph.D., CPA.

Everyone involved had glowing reviews after the event. 
Most importantly, 100 percent of the students stated in 
their evaluation that they would recommend it to others. 
It was so successful that TSCPA is planning additional 
bootcamps to fuel students’ desire for CPA certification 
and ignite their readiness to move into the business world 
with confidence.

Editor’s Note: A special thanks to D’Anne McNaughton, 
Cheryl Prachyl, Catherine Raffetto and Rori Shaw, who 
contributed to this article.
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   TAKE NOTE

Leadership Nominations Results for 
2019-20 Positions 
 
The following individuals were nominated for terms beginning 
June 1, 2019 and have consented to serve, if elected by 
the TSCPA members. Election of officers, directors-at-large, 
members of the Nominations Committee and members of the 
Executive Board will be conducted through an electronic ballot 
sent to members in November. 
 
OFFICERS 
Jerry D. Spence, Jr. (Corpus Christi) Chairman-elect 
(Chairman 2020-2021) 
Edith T. Cogdell (San Antonio) Treasurer-elect 
(Treasurer 2020-2021) 
Mark J. Goldman (San Antonio) Secretary (2019-2020) 
 
EXECUTIVE BOARD (THREE-YEAR TERM EXPIRING 2022) 
Mohan Kuruvilla (Houston) 
Timothy S. Pike (Dallas) 
 
DIRECTOR-AT-LARGE (THREE-YEAR TERM EXPIRING 2022) 
Ryan G. Bartholomee (Permian Basin) 
Russell J. Chimeno (Southeast Texas) 
Travis L. Garmon (San Angelo) 
Jimmy J. Hudson (Permian Basin) 
Natalie K. Klostermann (Corpus Christi) 
Joshua LeBlanc (Southeast Texas) 
David J. Morales (Corpus Christi) 
William D. Schneider (Dallas) 
Lindsey Skinner (Central Texas) 
Shelly R. Spinks (Central Texas) 
Michael S. Thomas (East Texas) 
Laura J. Williams (East Texas) 
 
DIRECTOR-AT-LARGE (REPLACEMENTS) 
Blaise C. Bender (San Antonio) – nominated as a replacement 
for Edie Cogdell – term ending May 2021 
David E. Colmenero (Dallas) – nominated as a replacement 
for Jose Luna – term ending May 2020 
Christina A. Mondrik (Austin) – nominated as a replacement 
for Sean Skellenger – term ending May 2020 
 
NOMINATIONS COMMITTEE (2019-2020) 
C. Wayne Barton (East Texas) 
Jacob Briggs (Fort Worth) 
Jennifer Brown (Austin) 
Thomas J. DeGeorgio (Houston) 
Mary Pat Jones (Southeast Texas) 
Natalie K. Klostermann (Corpus Christi) 
Sharon K. Lukich (Dallas) 
Michael A. Meurin (San Antonio) 
Angela M. Ragan (Central Texas) 
L. Diane Terrell (Abilene) 
 
As TSCPA immediate past chairman in 2019-2020, Stephen 
Parker will serve automatically as chair of the 2019-2020 
Nominations Committee. Sharon Lukich was appointed as vice 
chair. In accordance with the TSCPA Bylaws Article VIII(4), 
the two most recent past chairs, Jim Oliver (San Antonio) and 
Kathryn W. Kapka (East Texas) will also serve as members on 
the 2019-2020 Nominations Committee.
 

The Nominations Committee also recommends that the names 
of the following individuals be forwarded to the American 
Institute of CPAs as representatives from Texas to serve on the 
AICPA Council: 
 
AICPA Council (Terms begin May 2020) 
Jason B. Freeman (Dallas) – Three-year term expiring 2023 
Alyssa G. Martin (Dallas) – Three-year term expiring 2023 
Stephen G. Parker (Houston) – Three-year term expiring 2023 
J. Ramsey Womack, III (Houston) – Three-year term expiring     
  2023 
Lei D. Testa (Fort Worth) – One-year designee (2020-2021) 
 
__________________________________________
 

Students Win Tuition/Book 
Reimbursements 
 
In a random drawing of 2018-19 student members majoring 
in accounting, four student members recently received $250 
to use this semester towards tuition or books. The funds 
were provided courtesy of TSCPA’s Accounting Education 
Foundation. TSCPA congratulates these four students:

• John Custer – Concordia University
• Brenda Garcia – Houston Baptist University
• George Guadiana – The University of Texas Rio Grande    
   Valley
• Nicholas Perri – Texas A&M University-Central Texas
 
__________________________________________
 

TSCPA Seeks Faculty and Student 
Campus Ambassadors for 2018-2019 
 
TSCPA is looking for students and faculty members to 
represent the Society on campuses across the state. In 
exchange for serving as a campus ambassador, students will 
receive free membership for the year, recognition in relevant 
TSCPA communications and more. 
 
If you or someone you know is interested in becoming TSCPA’s 
link to your college or university, please contact Catherine 
Raffetto at craffetto@tscpa.net for more information.

mailto:craffetto@tscpa.net
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   TAKE NOTE

Outstanding Educator Award 
Recipients Recognized 
 
TSCPA presented five top Texas accounting professors with the 
organization’s 2018 Outstanding Accounting Educator Award. 
The awards recognize accounting educators in Texas who have 
demonstrated teaching excellence and have distinguished 
themselves through active service to the profession. The 
recipients for 2018 are:

• Sheryl J. Jimerson, MBA, CPA – Lone Star College-University 
Park (Community college)

• Suzanne N. Cory, Ph.D. – St. Mary’s University
  (Small four-year college or university)
• Benjamin Lansford, Ph.D. – Rice University 
  (Small four-year college or university)
• Timothy Thomasson, CPA – Baylor University 
  (Medium four-year college or university)
• Madhuri Bandla, CPA – University of North Texas
  (Large four-year college or university)

Criteria for judging include instructional innovation, student 
motivation and learning opportunities, professional and student 
accounting organization involvement, research and publications. 
At a ceremony held during the TSCPA Accounting Education 
Conference, the winners each received a $500 award and a 
recognition plaque provided by the TSCPA Accounting Education 
Foundation. For more information about the award, please 
visit TSCPA’s website at tscpa.org and search Outstanding 
Accounting Educator Award. 

CGMA® Designation: 
Next Testing Windows for the Exam 
 
The Chartered Global Management Accountant (CGMA®) 
designation was created to recognize U.S. CPAs and CIMA 
members who work in management accounting roles. The 
designation is a respected complement to your CPA license. 
 
Candidates for the CGMA designation must pass a strategic 
and comprehensive examination. The exam is available four 
times a year during five-day testing windows. Candidates 
must register before the registration deadline for each testing 
window. 
 
The next two testing windows are Feb. 19-23, 2019, and May 
21–25, 2019. To learn more about the program and register for 
the exam, go to the Become a CGMA section of their website 
at cgma.org.

	

http://www.tscpa.org/advocacy/acan
http://www.tscpa.org/advocacy/acan


18 Today’sCPA

We are now only a few months 
away from the start of the 
2019 Texas legislative session. 
Understandably, the Sunset 
Review process for the 
Texas State Board of Public 
Accountancy has garnered the 

most attention at TSCPA for the next legislative session. 
However, there are other issues that may drive the broader 
legislative agenda that legislators focus on.

 
Good News From the Comptroller

Many political observers anticipate that the biggest 
challenge legislators will face when they convene in 
January in Austin will be the fiscal condition of the 
state and finding the necessary revenue to carry out 
the important functions of government. In 2017, the 
legislature confronted severe financial challenges and had 
to do some fiscal maneuvering to get to a balanced budget. 

Many feel we may see a repeat of that situation in 2019. 
Thus, it was a pleasant surprise when Texas Comptroller 
Glenn Hegar announced in July that the state will have 
about $2.8 billion more than expected for the 2020/21 budget 
thanks to increased revenues from sales taxes and oil and 
gas production. That is an upward revision of around 2.6 
percent from the roughly $107 billion Hegar estimated back 
in October 2017. Hegar noted that thanks to the increased 
economic activity, Texas also added more than 350,000 new 
jobs in the last year.

Back in March, Hegar warned that the state could possibly 
face a future credit-rating downgrade if lawmakers didn’t 
come up with funds to address significant future liabilities 
like government pensions and health care for retired 
teachers. So, having more money available to spend is an 
unexpected blessing for our policy makers.

Of course, these revenue estimates could always change 
again between now and January when the Comptroller will 
have to issue his final estimate that will determine how much 

John Sharbaugh, CAE, is TSCPA’s managing director of governmental affairs. Contact him at jsharbaugh@tscpa.net.

   CAPITOL INTEREST

Show Me
THE MONEY

By JOHN SHARBAUGH, CAE
TSCPA Managing Director, Governmental Affairs

mailto:jsharbaugh@tscpa.net
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lawmakers may spend on the two-year budget they will 
approve in 2019. But at least for the moment, this additional 
revenue is a welcome gift to legislators who will have to 
deal with some of the issues they approved two years ago, 
such as underfunding the Medicaid program for the poor by 
$2 billion and diverting $2.5 billion from the highway fund, 
which will have to be repaid. Coupling that with the state’s 
need to deal with the after effects of Hurricane Harvey and 
the desire by many legislators to increase funding for public 
schools means that the legislature will need all the money it 
can find to deal with those challenges in 2019.

In July, Hegar also predicted that lawmakers will have 
nearly $12 billion at their disposal next year in the state’s 
Economic Stabilization Fund (better known as the Rainy 
Day Fund). According to 
the Comptroller, this is the 
largest ending balance in the 
fund’s history. This fund is 
for use by the legislature in 
budget “emergencies.” The 
problem is getting agreement 
on what an “emergency” is 
and when the fund should be 
tapped. In the last legislative 
session, there was major 
disagreement between the 
House and Senate on the 
appropriate use of the Rainy 
Day Fund.

While most of the Comptroller’s announcement was 
good news, he did warn that there were also potential 
future threats to the economic health of Texas. He noted 
that possible policy changes by the Trump administration, 
such as the current escalation of tariffs on goods from 
other countries, could end up having a negative effect on 
Texas exports and could harm some of the state’s leading 
industries, slowing our economic growth.

Wayfair Windfall?
Another development that may provide additional 

revenue for Texas was the recent U.S. Supreme Court 
decision on Wayfair v. South Dakota, commonly referred to as 
Wayfair. This ruling could have a major effect on the ability 
of states to collect sales taxes from companies selling via 
the internet. In its decision, the Supreme Court overturned 
two previous rulings that had required a company to have 
a physical presence, such as an employee or building, in 

a state before it could be liable for remitting sales tax. The 
Supreme Court remanded the case for further proceedings, 
which means the case is not final, and there could be other 
litigation on the question of when a state or local jurisdiction 
can require remote sellers to collect and remit sales and use 
taxes.

The decision also noted that prior Supreme Court cases 
impose two key limits on state authority regarding the 
taxation of interstate commerce, which are still good law: 
1. States may not discriminate against interstate commerce, 
which essentially means states may not treat out-of-state 
sellers worse than in-state sellers; and 2. States may not 
impose undue burdens on interstate commerce, the meaning 
of which is an open question.

Hegar also weighed in on 
this Supreme Court decision, 
issuing a memorandum about 
it. He notes that his office is 
proceeding “carefully and 
deliberately” to understand 
the decision while seeking 
input to help implement the 
new law. He also said the 
legislature should consider 
action in the next legislative 
session to update and make 
modifications to existing 
statutes to help with the 
implementation. Hegar’s 

office is working now on developing recommendations to 
the legislature for its consideration.

In terms of the potential fiscal impact, Hegar cautioned 
that the possible revenue gains from implementing sales tax 
on internet sales will probably be less than was estimated 
a few years ago. An estimate developed in 2014 by then 
Comptroller Susan Combs projected that up to $840 million 
in annual state sales tax would be uncollected by remote 
sellers through all channels, including catalogs, emails and 
phone.

But Hegar noted that there have been significant changes 
in the online marketplace during the last four years that will 
likely mean less additional revenue from this stream. For 
example, Amazon and other big online retailers, including 
Wayfair, are already remitting the tax on direct sales to 
Texans. So, this Wayfair decision may not be the significant 
windfall for the state that many would assume. 

The additional revenue is a 
welcome gift to legislators who 
will have to deal with some of 
the issues they approved two 
years ago. 
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RISING STARS

By DELYNN DEAKINS
Today’s CPA Managing Editor 

Through the Rising 
Stars Program, TSCPA 
recognizes CPA members 
40 years old and younger 

who have demonstrated innovative 
leadership qualities and active 
involvement in TSCPA, the 
accounting profession and/or their 
communities. A TSCPA selection 
committee named the following 
15 up and comers based on their 
contributions to the accounting 
profession and their communities. 
We now introduce you to the 
members, in alphabetical order, 
who are the Rising Stars honorees 
for 2018. 



ROD AGUILAR, CPA 
Partner 

Johnson, Miller & Co., CPAs, PC 
Permian Basin Chapter

Rod Aguilar began his career in public 
accounting with Johnson, Miller & Co. 
upon graduation from The University of 
Texas of the Permian Basin. He advanced 
through the ranks at his firm and became 
a shareholder in 2013. He is active in 
TSCPA’s Permian Basin Chapter, currently 
serving as president for the 2018-2019 
year. In addition, he serves on the Board 
of Directors for several professional and 
community organizations, including Centers 
for Children and Families in Midland. He 
encourages community service participation 
among his staff, in particular with 
organizations such as Habitat for Humanity, 
West Texas Food Bank and Mission Center 
Adult Day Service. He is a dedicated CPA 
who personifies the future of the accounting 
profession while demonstrating great talent 
and commitment to his chosen field. 

 

HEATHER BANKS, CPA 
Corporate Controller 

Mereken Land & Production Co. 
Fort Worth Chapter

Heather Banks is the corporate controller 
at Mereken Land & Production Co., where 
she handles daily accounting, tax return 
preparation, financial statements and other 
duties for the company. She has served as 
a board member and is currently treasurer 
of the Tarrant Ag Scholarship Corporation. 
She is also an active member of TSCPA’s 
Fort Worth Chapter, taking the leading 
role in organizing and conducting the 
chapter’s holiday philanthropy project 
Santaccountants. In that position, she 
encouraged the child care staff of the 

beneficiary nonprofit organization, Center 
for Transforming Lives, toward its goal of 
providing clothing and gifts for homeless 
children, with more than 1,200 children 
benefitting. She enjoys using her knowledge 
and skills as a CPA to give back to her 
community. 

KATIE BRIGGS, CPA 
Senior Accountant 

American Association of Professional 
Landmen, Inc./NAPE Expo, LLP 

Fort Worth Chapter
Katie Briggs is a CPA who has risen to 
the challenges of her current position and 
has become an important resource within 
her organization. She is involved with the 
Junior League of Fort Worth as a committee 
member and with Mayfest, Inc. as a member 
of their Board of Directors, as well as with 
CampFire, having served on the Finance 
Committee and Board of Directors. She has 
volunteered with Cook Children’s Hospital 
and the Tarrant Area Food Bank. She is also 
active with committees and the young CPAs 
group for TSCPA’s Fort Worth Chapter. Her 
hard work and dedication to the success of 
the next generation have earned her respect 
and recognition by her peers.

TELLO CABRERA, CPA 
Audit Manager 

SBNG, PC 
El Paso Chapter

In his career at SBNG, Tello Cabrera has 
been promoted quickly and is now manager 
of the audit team, working with single 
audit, multi-family housing, governmental 
and construction clients. He has served on 
committees and in leadership positions for 
TSCPA’s El Paso Chapter, including treasurer, 
secretary and most recently, chapter 

president. He is also a graduate member of 
the Greater El Paso Chamber of Commerce’s 
leadership program. His academic 
achievements include earning one of the 
top 10 cumulative scores on the Uniform 
CPA Examination. The CPA designation 
has enabled him to realize that he has the 
potential to succeed professionally and make 
a difference in his community. 

 

DUNCAN CAMPBELL, CPA 
Partner 

Howard, LLP 
Dallas Chapter

Duncan Campbell is a partner at 
Howard, LLP, where he provides overall 
management and strategic direction for 
the tax department. He has been involved 
with the Texas Tax Institute for a number 
of years as a committee member and 
speaker. On the personal side, one of his 
most significant achievements has been to 
train for and complete an ironman triathlon 
race, where participants swim, bike and run 
for a combined 140.6 miles. He has been 
recognized as a top accounting professional 
in the state by the National Academy of 
Public Accounting professionals, as well as 
regarded as a great co-worker, boss, father, 
husband and friend. 

GRANT FARRELL, CPA, 
ASA, ABV, CFF 
Managing Member 

TriKnight 
Dallas Chapter

Grant Farrell is a valuation, transaction and 
litigation support professional who has 
been involved in numerous engagements 
across a diverse range of industries on 
both a national and international level. At 
TriKnight, Farrell provides appraisal review 
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services to family law and commercial 
litigation attorneys, valuation opinions for 
the tax and litigation environment, and 
due diligence and transaction negotiation 
support for businesses and family offices. 
He is considered to be a significant 
asset to TSCPA’s Dallas Chapter, 
particularly in service to the chapter’s 
Convergence program, where he has 
worked with the program’s sponsorship 
committee. His service in the community 
includes involvement with fundraising 
opportunities and assisting in personal 
financial stewardship and tax compliance 
for members within various nonprofit 
groups. In both personal and professional 
activities, he finds great satisfaction in 
serving colleagues, friends and community 
organizations.

 
 
 

MEGAN GALLIEN, CPA 
Chief Financial Officer 

GMJ, Inc. 
Southeast Texas Chapter 

Megan Gallien began her career in public 
accounting. She used the knowledge and 
experience she gained in public accounting 
to make the move to business and industry 
as the chief financial officer for her company. 
She has demonstrated her commitment to 
the profession through active participation 
in TSCPA’s Southeast Texas Chapter, serving 
on the Board of Directors, School Supply 
Drive and New CPAs Committee. She also 
serves as treasurer of Inspire, Encourage, 
Achieve (IEA), a local nonprofit organization, 
and is a graduate of Leadership Southeast 
Texas (LSET). Regarded as a CPA with a 
strong work ethic, she strives to maintain an 
effective work-life balance while dedicating 
time to advance her profession.

RANDY GARCIA, CPA 
Senior Tax Manager 

Huselton, Morgan & Maultsby, P.C. 
Dallas Chapter

As a senior tax manager, Randy Garcia 
manages tax compliance, consulting and 
accounting services engagements for 
multiple clients. He is also a teaching 
assistant at the University of North Texas 
for a graduate-level oil and gas taxation 
course. He has been a presenter on the new 
partnership audit regime, nonprofit taxation 
and tax reform in several events in the 
Dallas-Fort Worth area, including TSCPA’s 
Fort Worth Chapter CPE Day program. In the 
community, he is active with his church and 
has served with several nonprofit groups. He 
is also extremely proud of his family, which 
includes his wife and two young children. 
He is considered to be a CPA who brings an 
energetic and unique perspective to his firm 
and the community organizations he leads 
and supports.

 

BRANDON HOWARD, CPA 
Senior Staff 
ATKG, LLP 

San Antonio Chapter

In addition to working full time at ATKG, 
Brandon Howard teaches undergraduate 
and graduate accounting courses as an 
adjunct professor at The University of Texas 
at San Antonio and the University of the 
Incarnate Word. Prior to becoming a CPA, 
he taught band in a public middle school for 
four years. He has performed with the San 

Antonio Wind Symphony and the San Pedro 
Playhouse. His involvement with TSCPA’s 
San Antonio Chapter includes serving on 
a strategic planning committee and the 
member involvement committee. He also 
sits on the board of a San Antonio-based arts 
nonprofit group called Mozart Festival TX. 
He is described as a CPA with a “can do” 
attitude, who develops a rapport and shares 
his knowledge and experience with his peers 
and students.

TRAM LE, LL.M., JD, CPA 
Analyst 

U.S. Government Accountability Office 
Fort Worth Chapter

As an analyst at the U.S. GAO, Tram Le 
performs program reviews and audits of 
federal agencies and assists with accounting 
and auditing standards initiatives. She is 
also an adjunct professor in the accounting 
department at The University of Texas 
at Arlington. She has served on TSCPA’s 
Board of Directors and led the Fort Worth 
Chapter’s Leadership Development Program 
as vice chair. Born in the Philippines, she is 
the first person in her family to earn a post-
graduate degree. Her parents emphasized 
the importance of education, and she is using 
her skills and knowledge to give back to her 
profession and the community.

BRYAN MORGAN, JR., CPA 
Digital Accelerator 

PricewaterhouseCoopers, LLP 
Austin Chapter
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In his position at PricewaterhouseCoopers, 
Bryan Morgan helps to drive the firm’s 
overall strategy to digitize the business 
by leveraging priority technologies to 
increase efficiency, create space for more 
creativity, and deliver digital solutions for 
PwC engagement teams and clients. He 
joined TSCPA’s Austin Chapter after 
having been a very active student member 
of the San Antonio Chapter. He became 
involved with the chapter’s Leaders 
Emerging in the Accounting Profession 
(LEAP) Committee, has served on the 
Oversight Council and is the secretary/
treasurer-elect. Morgan is also a graduate 
of TSCPA’s 2018 Leadership Development 
Institute. He previously worked with other 
student leaders to develop a mentorship 
program for community college students 
in the San Antonio area who intended 
to transfer to a four-year university and 
pursue an accounting degree. His work and 
contributions are sure to benefit students and 
the accounting profession.

RACHEL ORMSBY, CPA 
Audit Senior Manager 
BKD CPAs & Advisors 

Dallas Chapter

As an audit senior manager in the National 
Public Sector Group at BKD, Rachel Ormsby 
serves numerous government and not-for-
profit clients. She also serves as a coach and 
mentor to several of her colleagues. Her 
professional and community involvement 
includes participating on the Special 
Review Committee of the Government 
Finance Officers Association (GFOA), 
Scholarship and Fellowship Committee of 
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   FEATURE

n this article, we look at the provisions 
addressing the taxation of a U.S. 
corporation’s international operations, 
including earnings of foreign subsidiaries 
and payments made to foreign affiliates. 
Some of the most intricate and complicated 
areas of the Internal Revenue Code 
(I.R.C.) address the taxation of income 

earned by U.S. corporations and their subsidiaries outside the 
United States.

Prior to the 2017 act, the law was a patchwork of regulations 
enacted over an extended period of time intended to address 
both real and perceived abuses by U.S. taxpayers stemming from 
inconsistencies of multinational tax systems. It is no exaggeration 
to say that the international provisions of the new act are the 
most sweeping modifications to taxation of a U.S. corporation’s 
international operations since 
the curtailment of deferral in the 
Kennedy administration.

Critical to the success of this new 
regime is the lower U.S. corporate 
tax rate of 21 percent. With the 
prior 35 percent corporate tax 
rate, U.S. multinationals had a 
material incentive to both (1) shift 
the sourcing of certain income 
abroad and (2) keep income 
earned abroad outside the reach of 
U.S. taxation. The chart in Figure 1 

includes the corporate tax rates of our major trading partners that 
illustrates these two incentives.

With the U.S. tax rate being reduced, even with incremental 
state taxation, the incentive to leave earnings in foreign 
subsidiaries has been greatly reduced. However, certain 
jurisdictions, such as Bermuda (0 percent), Ireland (12.5 
percent) and Switzerland (8.5 percent) still offer attractive 
tax savings, particularly for mobile sources of income, such 
as interest, dividends and royalties. For this reason, the 
new law does not completely abandon the prior principles. 
 
A Brief History

The international provisions of the I.R.C. have long held in 
balance a tension between encouraging U.S. corporations to 
return overseas earnings to the U.S. without incurring additional 
taxation and penalizing companies for foreign earnings upon 

which little or no tax has been 
incurred.

The foreign tax credit was 
introduced in 1918 as U.S. 
corporate tax rates were increased 
to pay for the war effort. The 
credit was designed to allow for 
repatriation of foreign earnings 
without incurring total taxation 
in excess of the U.S. income tax 
rate. Initially, the computation 
was quite straightforward, 
with taxpayers able to average 

This article is the fifth in a 
series of articles examining 

major changes from the 
Tax Cuts and Jobs Act 
of 2017 and looks to the 
provisions addressing the 
deductibility of business 

interest expense.

TSCPA offers a number of CPE programs on the Tax Cuts and Jobs Act. 
Visit www.tscpa.org for details and to register.

Sweeping Changes Ratchet Up the 
Complexity of International Taxation

By DON CARPENTER AND TIM THOMASSON

Figure 1. 
Corporate Tax Rates of Our Major Trading Partners

Country   Corporate Tax Rate
Canada    15% 
China    25%
Germany   15%
Japan    32%
Mexico    30%
United Kingdom   19%

I
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taxes paid on high-taxed foreign income 
with lower-taxed foreign income and 
maximize the credit. The computation 
gradually became more granular with 
income of various types and sources being 
separated into distinct computations and 
expenses of U.S. headquarters operations 
being required to be allocated to this 
income.

The focus remained on repatriation 
until the Revenue Act of 1962 introduced 
Subpart F to the I.R.C. As international 
business expanded and tax planning 
became more sophisticated, Subpart 
F addressed the incentive of U.S. 
multinationals to earn and permanently 
retain profits in low-taxed jurisdictions. 
The focus of the provision was on 
particularly mobile sources of income, 
such as interest, dividends, royalties 
and transfer pricing of goods across 
international borders. The gradual 
reduction in corporate tax rates of 
our trading partners and utilization 
of tax havens made these provisions 
increasingly important. Subpart F was 
a notable exception to the principle that 
foreign earnings would not be taxed 
until returned to the U.S as a dividend. 
“Tainted” income under Subpart F 
required immediate taxation as a deemed 
dividend, albeit with all the benefits of 
the foreign tax credit.

A final impetus for wholesale revision 
of international taxation has been the 
more recent trend of U.S. multinationals 
to relocate overseas. The business press 
has been replete with examples, such as 
Burger King, Accenture, Weatherford and 
Tyco, which have re-incorporated abroad 
either unilaterally or as part of a merger to 
gain at least in part the benefits of lower 
corporate taxes. This trend increased 
concern that what once may have been an 
issue of timing (ultimately profits would 
be repatriated) was becoming an issue of 
permanent erosion of the U.S. tax base. 
 
The Big Picture

As of 2018, the prior worldwide 
taxation of U.S. multinationals and 
their controlled foreign corporations is 
replaced with a more territorial system, 
including a permanent exemption from 
U.S. taxation for dividends from foreign 
subsidiaries. Before delving deeper into 
the specific aspects of this new system, 
it might be helpful to look at the overall 
picture:

• U.S. corporations and individuals are 
still subject to taxation of worldwide 
income.

• Actual dividends received by U.S. 
corporations from foreign subsidiaries 
are included in gross income, but 
receive a 100 percent dividends 
received deduction (DRD) if from non-
U.S. sourced income. The net result is 
the same as the participation exemption 
system that has been employed by 
countries like the Netherlands for 
many years.

• Although earnings for foreign 
subsidiaries are not taxed when 
distributed to a U.S. parent, the 
current taxation of “tainted” income 
as a deemed dividend under Subpart 
F or Section 956 investment in U.S. 
property remains intact with only 
minor modifications.

• A new provision requires current 
taxation of excessive global intangible 
low-taxed income (GILTI). The deemed 
inclusion of this income is similar to 
Subpart F, but the calculation differs 
considerably.

•  To prevent erosion of the U.S. tax base, 
outbound payments to foreign related 
parties are subject to a new regime 
known as the base erosion anti-abuse 
tax (BEAT).

•  Conversely, U.S. corporations receive 
a tax deduction for foreign derived 
intangible income (FDII).

•  The foreign tax credit regime was not 
eliminated, but has been modified to 
adjust for the changes listed above 
and the amount of foreign tax credits 
claimed will likely be significantly 
reduced.

• The transition to this new system 
includes a requirement that U.S. 
corporations include in taxable income 
any previously deferred earnings of 
certain foreign subsidiaries, but at 
preferential tax rates.

With this overview in mind, let’s 
begin to examine the individual 
components of the new law beginning 
with the transition provisions. 
 
Transition to New System 
May Be Costly

To implement the 100 percent dividend 
received deduction for distributions from 
foreign subsidiaries, the act requires a 
deemed repatriation of untaxed earnings 
of specified foreign corporations (SFCs). 
An SFC is defined as either (1) a controlled 
foreign corporation (CFC) or (2) a foreign 
corporation (other than a passive foreign 
investment company) that has at least 
one 10 percent or greater U.S. corporate 
shareholder. CFCs were a significant 
focus of U.S. international tax provisions 
prior to the act. A CFC is defined as a 
foreign corporation that has, on any day 
during the taxable year, greater than 50 
percent ownership by U.S. shareholders.

The U.S. shareholder must include in 
taxable income as a deemed dividend its 
share of cumulative untaxed earnings of 
each SFC in its last taxable year beginning 
before Jan. 1, 2018. It is worth noting that 
while the 100 percent DRD for post-2017 
foreign earnings applies to only corporate 
shareholders, this mandatory inclusion 
applies to all U.S. shareholders of an 
SFS, including individuals, partnerships, 
S corporations and trusts. The untaxed 
earnings are all earnings of the SFC after 
Dec. 31, 1986 while the entity was an SFC 
and is reduced (but not below zero) for 
any losses during that period. Any excess 
losses from an SFC may then be allocated 
to reduce the earnings of other SFCs in 
the group.

The accumulated earnings are the 
greater of the earnings as of Nov. 2, 2017 
or Dec. 31, 2017. Absent unusual post-
Nov. 2 transactions, the Dec. 31 date 
will generally yield greater earnings for 

The international provisions of the new tax 
act are the most sweeping modifications to 
taxation of a U.S. corporation’s international 
operations since the curtailment of deferral 
in the Kennedy administration.
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profitable SFCs, while the Nov. 2 date will 
be effective for entities in a loss position 
for the period.

To further complicate the transition 
adjustment, a U.S. parent must include 
all earnings of an SFC even if it qualified 
as an SFC by virtue of being in another 
U.S. controlled group. If U.S. Company 
A acquired SFC from U.S. Company 
B in 2017, Company A must include 
the earnings of SFC in its mandatory 
inclusion for the entire time it was owned 
by Company B or since Dec. 31, 1986, 
whichever is more recent.

Once the above deemed dividend is 
determined, the U.S. shareholder is taxed 

on the inclusion at special rates. To the 
extent that the corporate U.S. shareholder 
has an “aggregate foreign cash position,” 
the tax rate is 15.5 percent. Any remaining 
inclusion is taxed at 8 percent. The U.S. 
shareholder’s “aggregate foreign cash 
position” is the greater of its pro rata share 
of (a) each SFC’s cash position on the last 
day of the SFC’s taxable year beginning 
before Jan. 1, 2018 or (b) the average of the 
net cash position of the two years ending 
before Nov. 2, 2017. For calendar year 
entities, this would be the greater of the 
net cash position at Dec. 31, 2017 or the 
average of the net cash position at Dec. 
31, 2015 and 2016. These reduced tax rates 

are achieved through a 55.70 
percent and 77.14 percent 
DRD respectively.

The net cash position 
includes cash, liquid assets 
and net accounts receivable. 
Adjustments are made for 
accounts receivable within a 
group. For U.S. corporations 
that have retained large 
amounts of cash and other 
liquid assets in foreign 
subsidiaries, the higher 15.5 
percent tax rate represents 
a surcharge of  7.5 percent, 
but when compared to the 
prior taxation of dividends 
at 35 percent, rewards 
corporations that delayed 
repatriation. See the example 
in Figure 2.

Participation 
Exemption Excludes 
Post-2017 Dividends 
from U.S. Taxation
With a few exceptions, U.S. 
corporations receive a 100 
percent DRD for distributions 
from foreign corporations 
after 2017. The dividend is 
included in gross income and 
will alter any calculation that 
is based on gross income, 
but the DRD will eliminate 
the dividend from taxable 
income similar to dividends 
from domestic corporations. 
With the inclusion in gross 
income, it may also be 
easier for states to continue 
to tax foreign dividends by 
just disallowing the DRD. 
 
Notable exceptions include:
•  The U.S. corporation must 

own at least 10 percent of the voting 
rights of the foreign corporation to 
qualify for the DRD. Dividends from 
passive foreign investment companies 
do not qualify. It is also notable that 
the transition-mandatory inclusion 
discussed above is not limited to 10 
percent or greater ownership, but 
reaches to earnings of lesser-owned 
subsidiaries.

•  The U.S. corporation must own the 
shares for more than 365 days of a 
period of 731 days that begins on 
the date that is 365 days before the 
dividend is paid.

Figure 2. 
Example

Mega Company owns 5 percent of A Co., a UK corporation, 40 percent of B Co, a Japanese 
corporation and 100 percent of C Co, a German corporation. There are no other U.S. 
shareholders. The post-1986 earnings of each of the companies are detailed below.

          A Co.        B Co.        C Co. 
Post 1986 Earnings $(100,000,000)   $50,000,000  $30,000,000
% of Ownership     15%                  40%             100%
Mega’s Share of Earnings  $(15,000,000)   $20,000,000  $30,000,000

Allocation of A’s Deficit                    (6,000,000)    (9,000,000)

Mandatory Inclusion    $14,000,000               $21,000,000

Assuming that Mega’s share of the aggregate net cash position of these three corporations is 
$20 million, the tax computation for the inclusion would be:

Deemed Dividend        $35,000,000
DRD for Aggregate Foreign Cash Position
 ($20mm X 55.70%)      (11,140,000)
DRD for Remainder
 ($15mm X 77.10%)      (11,565,000)
Net Inclusion        $12,295,000
2017 Tax Rate                     35%
Net Tax         $  4,303,250

Foreign tax credits are available to offset this tax liability, but must be adjusted due to the 
portion of each entity’s earnings that are exempted from taxation. For the portion of the 
inclusion taxed under the aggregate foreign cash position, 55.7 percent of creditable taxes are 
disallowed, while 77.14 percent of foreign taxes attributable to the remainder are disallowed. 
The foreign tax gross-up does not include the disallowed tax amount.

Note that a foreign tax credit against the tax liability resulting from this mandatory inclusion 
is only available to corporate shareholders (or individuals who elected to be treated as 
corporations). Taxpayers have the option to pay the resulting tax liability over an eight-year 
period with 8 percent of the liability to be paid in each of the first five years, 15 percent in year 
six, 20 percent in year seven and the remaining 25 percent in the final year.
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•  The DRD is reduced pro rata to the 
extent the earnings of the foreign payor 
include U.S. effectively connected 
income or dividends from a U.S. 
corporation.

•  The DRD may not be claimed if the 
foreign payor receives a reduction in 
its foreign tax liability for the payment.

The U.S. corporation does not include 
any dividend qualifying for the DRD in 
its computation of foreign source income 
for purposes of determining its foreign tax 
credit. In addition, it cannot claim a credit 
or deduction for any foreign income or 
withholding taxes related to the dividend. 

Subpart F Income and Section 
956 Investment in U.S. 
Property Remain Substantially 
Unchanged

Although dividends from foreign 
subsidiaries will generally no longer 
be taxable, the provisions to currently 
tax certain income streams of these 
operations as deemed dividends is still 
basically intact.

To be subject to Subpart F or Sec. 
956, a foreign corporation must be a 
controlled foreign corporation with 
over 50 percent of its ownership either 
directly or indirectly in U.S. control. Once 
qualified as a CFC, any U.S. shareholder 
with at least 10 percent voting control 
was previously subject to the provisions. 
Prospectively, any U.S. shareholder with 
at least 10 percent of the value of the 
equity of the foreign corporation (even if 
voting rights are lacking) is also affected.

The types of income that may be taxed 
under Subpart F still include interest, 
dividends, rents, royalties and sales 
income from advantageous transfer 
pricing (foreign base company sales 
income). The only exception is that 
foreign base company oil-related income 
is no longer a qualified category.

Finally, the most meaningful change to 
these provisions results from an operation 
of the rules as they were written prior to 
the new act. The intention of Subpart F 
was to require a level of tax on mobile 
income commensurate with U.S. tax. 
Therefore, any qualified income that was 
taxed at a rate of 90 percent or more of 
the U.S. corporate tax rate was exempt 
from U.S. taxation. Previously, this would 
have only excluded income taxed at 31.5 
percent or greater (90 percent of the U.S. 
rate). With the reduction in the U.S. tax 

rate to 21 percent, the exception applies 
to income taxed at 18.9 percent or greater. 
 
The Stick: GILTI Takes an Asset 
Based Approach

The intent of this new provision is 
to address the perception that U.S. 
developed R&D and technological 
expertise have been transferred offshore 
without adequate compensation, which 
has encouraged manufacturing to shift 
abroad, as well. Like Subpart F income, 
any income determined to be GILTI is 
included in the U.S. shareholders’ current 
taxable income as a deemed dividend 
(with certain exclusions) irrespective of 
whether it is actually distributed.

The deemed dividend is calculated 
based on the assumption that the 
CFC should be allowed an acceptable 
return on its “qualified business asset 
investment” (QBAI). QBAI is the average 
(measured at the end of each quarter 
of the tax year) of property used in the 
production of the CFC’s income that is 
subject to depreciation. Depreciation on 
the tangible property is deemed to occur 
ratably throughout the year. The QBAI 
will, therefore, exclude any working 
capital, land or intangible assets.

To the extent the CFC’s income exceeds 
10 percent of QBAI, it is included in the 
U.S. shareholders’ taxable income as a 
deemed dividend. The CFC’s income 
excludes Subpart F income, exempt 
Subpart F income under the high-tax 
exception, U.S. effectively connected 
income and foreign oil and gas extraction 
income. The 10 percent return on QBAI 
is reduced by any interest expense that 
reduces the CFC’s tested income except 
for interest paid to a U.S. related party. A 
CFC cannot have GILTI if it is in a current 
year loss, although there are no provisions 
to shield future income with the loss.

Any U.S. shareholder of the CFC, 
including individuals, may have a GILTI 

deemed dividend if the shareholder held 
at least 10 percent of the vote or value of 
the CFC’s shares during the year of the 
inclusion and holds any ownership at year 
end. Corporate shareholders are allowed 
a deduction of 50 percent of the deemed 
dividend through 2025. This deduction 
will be reduced to 37.5 percent in 2026 and 
thereafter. Non-corporate shareholders 
may want to consider electing corporate 
status to take advantage of this deduction.

Not only is the GILTI deemed dividend 
reduced by the corporate deduction 
described above, it also brings with it 
a deemed-paid foreign tax credit of 80 
percent of the foreign taxes attributable 
to the income. This deemed paid credit, 
which also only applies to corporate 
shareholders or those electing corporate 
status, is computed based on the 
shareholder’s ownership percentage of 
each CFC having a deemed distribution. 
Once computed, all GILTI deemed-paid 
foreign taxes go into one foreign tax credit 
basket composed solely of GILTI deemed 
dividend income.

Although the credit for deemed-paid 
taxes is limited to 80 percent, 100 percent 
of the deemed-paid taxes are included 
in taxable income, but with the same 
deduction allowed the GILTI inclusion. 
Excess foreign taxes in the GILTI basket 
may not be carried back or forward for 
use in another taxable year.

For corporate U.S. shareholders, the 
result of the 50 percent/37.5 percent 
deduction and the deemed paid foreign 
tax credit on GILTI income is that such 
income should not result in incremental 
U.S. income tax unless subject to foreign 
taxes at an effective rate below 13.125 
percent through 2025, and below 16.406 
percent for 2026 and thereafter. Since the 
results of these calculations may vary 
considerably based on specific facts, 
taxpayers should consider the option of 

The types of income that may be taxed under 
Subpart F still include interest, dividends, 
rents, royalties and sales income from 
advantageous transfer pricing.
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deducting rather than crediting foreign taxes in any given year 
that includes material GILTI deemed dividends. See Figure 3 for 
an illustration.

The Carrot: A New Deduction for Foreign 
Sourced Intangible Income

We discussed that the GILTI provisions ensure that certain 
excess returns earned by CFCs are taxed at an effective tax rate 
of at least 13.125 percent (16.406 percent after 2025). The tax act 
doubles down on the economics of income situs with a deduction 
that lowers the income tax rate on excess returns earned by U.S. 
corporations on foreign business. The law allows a deduction of 
37.5 percent of foreign-derived intangible income (FDII) through 
2025, lowering the effective tax rate on such income to 13.125 
percent. After 2025, the deduction is reduced to 21.875 percent, 
increasing the effective tax rate to 16.406 percent.

The FDII is based on a computation similar to the GILTI 
deemed dividend calculation. Income from sales of goods or 
services (excluding financial services income and domestic oil 
and gas extraction income) less related deductions are eligible 

for the deduction to the extent it 
exceeds 10 percent of the adjusted 
tax basis of the tangible depreciable 
assets. Sales or services provided to 
related parties are excluded unless 
the property is subsequently sold 
to a foreign unrelated party or 
services are used by the related 
party for such qualified sales.

Similar income generated by a 
branch of a U.S. company located 
abroad will not qualify for the 
benefit and, therefore, will be 
subject to the full 21 percent tax 
rate. Presumably, this distinction 
is made to encourage domestic 
employment. The irony of such 
distinction is that it provides an 
incentive for U.S. corporations to 
operate a foreign business through 
a CFC rather than a foreign branch.

The provision creates several 
interesting uncertainties and 
potential conflicts that can only be 
resolved based on specific facts, 
such as:
• Determining depreciable 
tangible asset basis when 
production is sold both 
domestically and internationally.
• Determining qualified income 
and related deductions when a 
product or service is a composite 
of both domestic and foreign 
inputs.

Economics of Inbound 
Transactions Are Altered 
by “BEAT”

The final major change regarding 
international taxation in the new act is the base erosion anti-abuse 
tax (BEAT). The BEAT applies to domestic corporations that are 
part of a group with at least $500 million of annual domestic 
gross receipts, including effectively connected income of foreign 
affiliates. The gross receipts are determined over a three-year 
moving average.

Once qualified payments have 
been determined, they must 
exceed a minimum threshold 
before triggering a tax liability. 

Figure 3. 
Illustration

Assume Pinnacle, Inc., a U.S. corporation, owns 100 percent of Sandy Beach, 
Ltd. (SBL), a corporation organized in Barbados. Assume SBL is expected to earn 
$2,000,000 of pre-tax income annually and local taxes vary based on the composition 
of the expenses. The average tax basis of SBL’s tangible assets is $4,500,000 in 2018 
and will reduce by $500,000 annually, due to accumulated depreciation. Pinnacle has 
no other income aside from income it derives from SBL.

          2018       2019       2020

SBL’s Taxable Income  $2,000,000 $2,000,000 $2,000,000
Less: Foreign Tax Expense (A)    (200,000)    (300,000)    (200,000)
Net Tested Income (B)  $1,800,000           $1,700,000          $1,800,000

Tangible Asset Base  $4,500,000 $4,000,000 $3,500,000
10% Tangible Asset Return (C)             450,000                400,000                350,000

GILTI (D) [B-C]   $1,350,000 $1,300,000 $1,450,000
Deemed Paid Foreign Taxes [A*D/B]      150,000      229,412      161,111
 (Rounded to $1,000)
GILTI Inclusion   $1,500,000 $1,529,412 $1,611,111
Less 50% of GILTI Inclusion    (750,000)    (764,706)    (805,555)
Taxable Income   $   750,000 $   764,706 $   805,556
Tax Expense at 21%  $   157,500 $   160,588 $   169,167
Less: Foreign Tax Credit     (120,000)    (160,588)    (128,889)
    (80% of Deemed Paid)*
Net Tax    $    37,500 $      -0-  $     40,278

*Foreign tax credit cannot exceed tax liability.

To the extent Pinnacle has headquarters costs or interest expense, the foreign tax 
credit could be reduced, due to the allocation and apportionment requirements of the 
credit calculation.
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The focus of the BEAT is any 
payments made by U.S. corporations 
to related foreign parties for which a 
tax deduction is allowed. The scope 
of BEAT also includes payments 
for depreciable and amortizable 
assets, which will be included in the 
computation as the depreciation or 
amortization is deducted. The BEAT 
provision excludes several categories 
of costs:

•  Costs that are properly deducted 
as reductions in gross receipts or cost 
of goods sold.

• Costs that qualify under the 
service cost method of I.R.C. 
Section 482. This is a very narrow 
category of costs viewed as low 
margin administrative costs, such 
as photocopying, data entry and 
bookkeeping. It is common to 
find these services consolidated in 
international service centers.

• Derivative payments for 
taxpayers that recognize ordinary 
gain or loss on the related income, 
which affects financial service 
businesses.

Payments for reinsurance 
are specifically included in the 
computation, which may cause the 
tax to have a particularly notable 
impact on the insurance industry. 
And the cost of goods sold exception 
is eliminated for any group included 
in a corporate inversion after Nov. 
9, 2017, which continues to increase 
the costs of expatriation for U.S. 
businesses.

Once qualified payments have 
been determined, they must exceed a 
minimum threshold before triggering 
a tax liability. BEAT is not applicable 
if the qualified payments are less than 3 percent of total 
deductions allowable to the taxpayer. The threshold is lowered 
to 2 percent for banks and certain other financial institutions. The 
definition of allowable deductions specifically excludes DRDs 
for foreign dividends and the deductions for GILTI and FDII 
discussed above. This minimum threshold will generally provide 
a safe harbor for U.S.-based multinationals, but may not provide 
sufficient capacity for foreign-controlled U.S. corporations that 
pay significant amounts of royalties or interest to foreign affiliates 
or parents.

If the BEAT payments exceed the threshold, tax is computed 
based on modified taxable income, which is defined as regular 
taxable income increased by the BEAT payments. This amount 
is then taxed at the prescribed rate of 5 percent for 2018, 10 
percent from 2019 to 2025, and 12.5 percent thereafter. Banks and 
other specified financial institutions calculate the alternative tax 
liability using rates that are 1 percent higher.

The tax liability determined above is compared to the regular 

tax liability. Prior to 2026, the regular tax liability is increased 
for the R&D credit and 85 percent of Sec. 38 credits (low-income 
housing credit, renewable energy production credit and energy 
credit). After 2025, the regular tax is not adjusted. To the extent 
the BEAT alternative tax exceeds the adjusted regular tax, the 
excess is paid with the regular tax liability. Taxpayers with large 
credits, such as foreign tax credits, may incur this tax if BEAT 
payments are not below the 3 percent threshold. See Figure 
4 for an illustration of how this alternative tax may increase a 
corporation’s liability.

Modifications to Foreign Tax Credit Calculation
Some adjustments specific to the foreign tax credit calculation 

should be noted:
•  Interest expense may no longer be apportioned using the fair 

market value of assets, but must be based on the adjusted tax 
basis of the assets.

•  Consistent with the participation exemption, the pooling of 

Figure 4.
Illustration

Subco is a U.S. corporation wholly owned by a Dutch parent with broad international 
operations. Subco’s gross receipts exceed $500 million, so it must test for the BEAT. 
Subco pays considerable amounts of interest, royalties and service fees to its parent 
annually of $50 million. Subco has no DRD, GILTI or FDII.

            2018         2019
Gross Income    $500,000,000  $500,000,000
Total Deductions      400,000,000    400,000,000
Taxable Income (A)   $100,000,000  $100,000,000

Tax Liability before Credits (21%)   $ 21,000,000   $ 21,000,000
Foreign Tax Credit       (6,000,000)       (6,000,000) 
R&D Credit        (3,000,000)       (3,000,000)
Sec. 38 Credits         (5,000,000)       (5,000,000)
Net Tax Liability    $   7,000,000   $   7,000,000

BEAT Payments included in 
 Total Deductions (B)  $  50,000,000    $50,000,000
BEAT Payments as a % of Total
 Deductions            12.50%           12.50% 
   
Modified Taxable Income (A+B)  $150,000,000  $150,000,000
BEAT Tax Rate               5.00%           10.00%
Modified Tax (C)    $    7,500,000  $  15,000,000 
           
Adjusted Regular Tax:
 Net Tax Liability    $   7,000,000   $   7,000,000
 Add: R&D Credit         3,000,000        3,000,000
 80% of Sec. 38 Credits             4,000,000        4,000,000
 Adjusted (D)    $ 14,000,000   $ 14,000,000

BEAT (C-D)    $      -0-    $   1,000,000

Controlled groups must calculate gross receipts and the BEAT on a combined basis. 
U.S. effectively connected income of foreign affiliates must also be included.
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foreign taxes is no longer applicable. Foreign taxes for Subpart 
F and GILTI deemed dividends consider only current year 
foreign taxes for gross-up and credit calculations.

•  In addition to the GILTI foreign income basket, income from 
foreign branches will be included in a separate basket.

•  The sourcing of inventory sales has been modified to eliminate 
the provision that 50 percent of income is sourced based on 
production and 50 percent on the location of sale. All income 
is now sourced to the site of production.

Final Notes
This article has attempted to highlight some of the major 

changes affecting international taxation in the new act. As 
is evident, the new act introduces many new concepts and 
complicated calculations designed to encourage taxpayers to 
locate production domestically and prevent the erosion of the 
U.S. tax base in an environment that is becoming increasingly 
global. 

Given the complexity, taxpayers should carefully review their 
operational structure and tax liability and assess the need for tax 
reserves for any uncertain positions taken on tax returns with 
regards to these new provisions.

One final note is worth mentioning. The timing of the 
enactment of the new tax bill has caused a lot of uncertainly for 
multinational taxpayers with financial reporting obligations. Not 
only do such taxpayers have to quantify and record the tax on the 
mandatory inclusion of pre-2018 foreign earnings, but they also 
initially have to evaluate how the new GILTI and BEAT regimes 

impact current deferred income tax computations.
Since enactment of the law, both the Securities and Exchange 

Commission (SEC) and the Financial Accounting Standards 
Board (FASB) have released guidance to begin addressing 
these issues. As we expect additional guidance from the 
Department of Treasury on the technical aspects of the tax act, 
we also anticipate hearing more from both the SEC and FASB. 
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To be a successful CPA, one must 
understand what it means to 
be a professional. While this 
understanding must certainly 
include comprehension of, and 

compliance with, the ethical codes of conduct 
established by state boards of accountancy and 
AICPA, it must extend much further to a broader 
understanding of the professional conduct 
and qualities expected of the CPA. What do 
CPAs in public practice currently perceive to 
be the traits and behaviors associated with 
being considered professional? How does this 
compare to the perceptions of undergraduate 
accounting majors who plan to enter the public 
accounting profession? Do students understand 
the necessary traits and behaviors that will be 
expected of them as newly hired accountants in 
a CPA firm?

To answer these questions, we surveyed 
CPAs in public practice and undergraduate 
accounting majors. Approximately 100 
responses were received from CPAs, primarily 
from practitioners with more than 10 years 
of experience and currently employed at the 
manager level or above at public accounting 
firms in the Northeast. About one-half of the 
responses came from CPAs currently practicing 
in large regional public accounting firms (more 
than 100 professionals), with the remainder 
coming from mid- or small-sized firms (less 
than 100 professionals). Forty percent of the 
CPAs surveyed were female and 60 percent 
were male.

The student surveys were conducted at two 
U.S. universities, one public – located in the 
Northeast – and one private – located in the 
Southeast. The surveys were administered to 
undergraduate accounting majors at the junior 
and senior levels. Approximately 100 responses 
were received from the students. About 40 
percent of the students surveyed were female 
and about 60 percent were male. A significant 
majority of the students indicated that they 
were interested in becoming a CPA.

The surveys of the two groups contained both 
open- and closed-ended questions (see Exhibit 
1) that were designed to examine perceptions of 
professionalism in four primary areas:

• general traits and behaviors;
• attire and appearance;
• communication devices and social media; 

and
• responsibility for developing 

professionalism.

General Traits and Behaviors 
Associated with Being Professional

In an open-ended question, the CPAs and the 
students were asked to articulate the three most 
important traits that an accountant practicing 
in a CPA firm should exhibit to be viewed as 
professional. The CPAs were relatively united 
in terms of articulating the professional traits 
that they viewed to be the most important. 
Being honest or ethical was the professional 
trait most often listed, with 70 percent of 
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the CPAs including it on their lists of 
important traits and over 60 percent 
listing it as the most important trait. The 
next most often listed professional traits 
were being knowledgeable and being 
appropriately attired, with more than 
half of the CPAs also including those 
traits on their lists. Other traits listed with 
some frequency were being respectful 
(35 percent) and being hardworking or 
diligent (27 percent). See Figure 1.

Turning to the student responses, being 
honest or ethical was the professional 
trait most often reported, with about half 
of the students including it on their lists 
of important traits and 35 percent listing 
it as the most important trait. Beyond 
that, the professional traits most often 
identified by the students were being 
knowledgeable, being respectful, being 
timely and being appropriately attired, 
with approximately 20 to 30 percent of the 
students including those traits on their 
lists. See Figure 1. 

The survey results suggest that students 
are able to identify the most important 
professional traits required by the CPA 
profession. Given their lack of experience 
in the profession, it is understandable 
that the students identified some traits a 
bit less frequently compared to the CPAs. 
Certainly, in a profession distinguished 
by its commitment to high ethical 
standards, it is especially encouraging 
that these results suggest that students 
can appreciate the relative importance of 
honest, ethical behavior.

In an attempt to further compare 
the CPA and student perceptions 
of professionalism, a dozen traits 
and behaviors were listed for their 
consideration, such as being punctual, 
organized, timely and eager to learn. (See 

Exhibit 1 for the full list.) Both groups 
were asked to rate the relative importance 
of these 12 traits to the perception of a 
CPA’s professionalism using a five-point 
scale (1=not important, 3=somewhat 
important, 5=extremely important). 

Both the CPAs and the students 
overwhelmingly assigned a high level 
of importance to all 12 of the specified 
traits, with the average of all responses 
for both groups falling between “very 
important” and “extremely important.” 
Further, both the CPAs and the students 
assigned the highest levels of importance 
to maintaining confidentiality, being 
respectful and exhibiting follow through. 
Both groups perceived the use of proper 
etiquette as the least important trait. 

The CPAs were then asked to assess 
the frequency with which their new staff 

accountants and interns exhibit the 12 
specified traits using a five-point scale. 
With respect to all 12 traits, the average 
of all responses fell between “sometimes” 
and “very often.” So, while both the 
CPAs and the students are in apparent 
agreement on the high level of importance 
of these 12 professional traits, apparently 
not all students are consistently 
demonstrating those behaviors as they 
enter the profession.

According to the CPA responses, 
those new to the profession have some 
challenges with demonstrating initiative, 
following through with assignments and 
accepting criticism. On the other hand, 
it is good news that those new hires are 
frequently demonstrating the behaviors 
of maintaining confidentiality and being 
respectful as they enter the profession. 
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Figure 1. Professional Traits Most Frequently Identified by Both CPAs and Students
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How Influential are Attire and 
Appearance?

The CPAs and students were asked to 
consider how much influence attire and 
appearance have on the CPA’s perception 
of an individual’s professionalism using 
a five-point scale (1=not at all influential, 
3=somewhat influential, 5=extremely 
influential). Specifically, 72 percent of the 
CPAs and 84 percent of the students rated 
attire and appearance as being “very” 
or “extremely” influential. So, while the 
CPAs indicated that attire and appearance 
will have a great deal of influence on 
the perception of one’s professionalism, 
the students have given slightly more 
weight to attire and appearance than may 
actually be expected. See Figure 2.

Again, using a five-point scale 
(1=never, 3=sometimes, 5=always), 
both the CPAs and the students were 
asked to consider whether the following 
specific characteristics of attire and 
appearance would negatively influence 
the CPA’s perception of an individual’s 
professionalism:  inappropriate attire, 
inappropriate footwear, poor personal 
hygiene, facial piercings (other than ears), 
visible tattoos and unusual hair color.

With the average responses of both 
groups above the midpoint for all of 
the specified characteristics, the CPAs 
indicated that these characteristics are 
likely to have a negative influence on the 
CPA’s perception of professionalism and 
the students expected that would be the 
case. Looking at specific characteristics, 
both the CPAs and the students indicated 
that poor personal hygiene would be 
viewed the most negatively, while both of 
these groups thought that visible tattoos 
would be the least bothersome. 

Although both the students and 
the CPAs indicated that all of these 
characteristics are likely to be viewed 
negatively by the CPA firms, the 
students thought that all but one of these 
characteristics would be viewed a bit 
more negatively by the CPAs than was 
actually the case. The greatest difference 
between the perceptions of these two 
groups could be seen with respect to 
visible tattoos and unusual hair color. 
For example, 55 percent of the students 
thought that visible tattoos would “very 
often” or “always” be viewed negatively 
by the CPAs whereas only 34 percent of 
the CPAs had the same view. Likewise, 
61 percent of the students thought that 
unusual hair color would “very often” 
or “always” be problematic, but only 43 
percent of the CPAs shared that view. 

             
What is Considered 
Inappropriate Attire?

A vast majority of both the CPAs and 
the students indicated that inappropriate 
attire would “very often” or “always” 
negatively influence the CPA’s perception 
of an individual’s professionalism. What 
then constitutes “inappropriate attire” for 
the office environment in the minds of 
these two different groups? In an open-
ended question, both the CPAs and the 
students were asked to briefly describe 
what they consider to be inappropriate 
office attire for men and for women.

Revealing clothing (such as short skirts 
and low-cut tops) and casual footwear 
(sandals, flip flops, etc.) were most often 
identified as being inappropriate office 
attire for women by both the CPAs and 
the students. Clothing and footwear that 
could be characterized as being “too 

casual” were also identified frequently 
by both groups as being inappropriate 
for the office. In that regard, some of 
the specific casual attire and footwear 
mentioned by both groups included 
jeans, shorts, t-shirts and athletic shoes. 
Although identified as inappropriate to 
some degree by both groups, the CPAs 
more often articulated frayed, ripped or 
baggy clothing as problematic. 

With respect to inappropriate office 
attire for men, both the CPAs and the 
students most often identified clothing 
and footwear that would be deemed 
“too casual.” Specific attire and footwear 
mentioned by both groups included 
jeans, shorts, t-shirts, sandals, flip flops 
and athletic shoes. Again, the CPAs 
specifically articulated ripped, baggy or 
sloppy clothing as being inappropriate 
more often than the students. 

The students were also asked whether 
CPA firms should have a formal, written 
dress code to inform employees as to what 
is considered appropriate/inappropriate 
attire. Since the students understand 
that inappropriate attire can negatively 
influence the perception of their 
professionalism, it isn’t surprising that 65 
percent of them indicated that CPA firms 
should have a formal, written dress code 
and educate their new hires and interns 
on that dress code. More than 90 percent 
of the CPAs surveyed indicated that their 
firms have such a formal, written dress 
code in place and specifically educate 
their new employees on that policy.

Perceptions on the Use of 
Communication Devices and 
Social Media

Work day interruptions due to personal 
reasons are certainly nothing new. 
However, with increased accessibility to 
communication devices, there are more 
and more opportunities for employees 
to self-interrupt their work days for 
personal purposes.

In a business where time management 
greatly impacts the efficiency and, 
therefore, the profitability of engagements, 
CPA firms no doubt expect their staff to keep 
these types of interruptions to a minimum. 
What do CPAs think is acceptable in terms 
of accessing communication devices 
for personal purposes during the work 
day? Do students understand what is 
considered to be an acceptable personal 
use of their cellphones and computers 
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Figure 2. 
How Much Does Attire/Appearance Influence the Perception of an Individual’s 
Professionalism?
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during the work day? In that regard, 
both the CPAs and the students were 
asked to indicate whether the use of 
certain communication devices and social 
media for personal purposes is acceptable 
during the work day using a three-point 
scale (1=never, 2=sometimes, 3=always). 

Both groups were asked whether it is 
acceptable for cellphones to be used for 
personal calls or personal text messages 
during the work day. A vast majority of 
both the CPAs and the students indicated 
that these practices would “sometimes” 
be acceptable. Interestingly, however, 
the students were less accepting of this 
behavior as compared to the CPAs. 
Whereas only 10 percent or fewer of the 
CPAs indicated that cellphone use during 
the day for phone calls or text messages 
would “never” be acceptable, 25 percent 
of the students indicated that cellphone 
use for these purposes would “never” be 
acceptable.

Both the CPAs and the students 
were then asked whether it would be 
acceptable to engage in those types of 
communication during a work meeting and 
in that more specific context, close to 80 
percent of both groups indicated that such 
a practice would “never” be acceptable.

When asked in general terms whether 
the internet should be used for personal 
purposes during the work day, 75 percent 
of the CPAs indicated that this practice 
was “sometimes” acceptable whereas 
just over 20 percent indicated that this 
practice was “never” acceptable. Again, 
as compared to the CPAs, the students 

thought this practice would be much less 
acceptable. The student responses were 
roughly split with approximately one-
half indicating that the internet should 
“never” be used for personal purposes 
and the other half indicating that it was 
“sometimes” acceptable. 

When asked specifically about posting 
to or checking personal social media 
accounts (such as Facebook, Twitter or 
Instagram) during the work day, both 
the CPAs and the students found this 
practice to be unacceptable. Specifically, 
58 percent of the CPAs and 80 percent of 
the students indicated that this practice 
was “never” acceptable during the work 
day. See Figure 3.

As with dress codes, the students would 
like to see CPA firms put into place formal, 
written policies addressing the acceptable 
and unacceptable use of communication 
devices and social media during the work 
day and then train their staff on these 
policies. Since more students find a policy 
addressing the use of communication 
devices to be useful as compared to a dress 
code, this would seem to indicate that 
students, in general, are more uncertain 
as to what is considered acceptable when 
it comes to communication devices in the 
workplace. Fortunately, it appears that 
the students will take a cautious approach 
since they repeatedly found the use of 
communication devices for personal 
purposes during the work day to be less 
acceptable as compared to their more 
experienced counterparts. 

Interestingly, whereas 94 percent of 

the CPAs indicated that their firms have 
a dress code currently in place, only 83 
percent of the CPAs indicated that their 
firms currently have a formal, written 
policy in place addressing the acceptable 
and unacceptable use of communication 
devices and social media during the work 
day.

Is the Unacceptable Use of 
Communication Devices and 
Social Media a Problem for 
CPA Firms?

One interesting question was whether 
the increased use of communication 
devices and social media was perceived 
by the CPAs to be producing negative 
consequences at their firms. To that 
end, the CPAs were asked to consider 
whether they perceive any change in 
the frequency of unacceptable use of 
communication devices and social media 
among their new staff accountants and 
interns in recent years using a five-point 
scale (1=decreased a great deal, 3=no 
change, 5=increased a great deal). Just 
over 70 percent of the CPAs perceive an 
increase in unacceptable use in recent 
years. Furthermore, when asked whether 
these new employees are less focused as a 
result of unacceptable use, approximately 
80 percent of the CPAs believe that to 
“sometimes,” “very often” or “always” 
be the case. 

The next question explored was 
whether the CPAs were finding their new 
staff accountants and interns substituting 

electronic communication 
when direct conversation 
(by phone or in 
person) would be more 
appropriate. Again, using 
a five-point scale (1=never, 
3=sometimes, 5=always), 
the CPAs were asked to 
indicate the frequency with 
which that substitution 
was occurring. Over half 
of the CPAs surveyed 
indicated that these new 
employees are “very often” 
or “always” substituting 
electronic communication 
when direct 
communication would be 
more appropriate. Another 
39 percent indicated 
that it was “sometimes” 
occurring.
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Figure 3. 
Is it Acceptable to Engage in the Following Behaviors for Personal Purposes While You 
Are Working? (1=Never, 2=Sometimes, 3=Always)
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Who is Responsible for 
Developing Professionalism in 
Those Entering the Accounting 
Profession?

The CPAs and the students were both 
asked who should bear the responsibility 
of developing professionalism in those 
entering the accounting profession. 
Should the CPA firm be responsible 
for instilling professional behavior in 
its new hires? Or does responsibility 
lie with another party, such as the 
students themselves, their parents or 
college faculty? These groups were then 
asked who they perceive to be currently 
bearing the responsibility for developing 
professionalism in those entering the 
accounting profession. 

More than half of the CPAs surveyed 
believe that students should bear the 
responsibility for developing their own 
professional behavior, and another 21 

percent believe that college faculty and 
staff should bear that responsibility. 
However, when asked who is currently 
bearing the responsibility for developing 
professionalism among those entering 
the accounting profession, only 29 
percent of the CPAs surveyed perceive 
students to be bearing that responsibility. 
Instead, almost half of the CPAs surveyed 
perceive employers to be shouldering 
that responsibility.

Closely aligned with the CPA 
responses, more than half of the students 
surveyed believe that they should bear the 
responsibility for developing their own 

professional behavior. Another 25 percent 
believe that college faculty and staff 
should bear that responsibility. However, 
in contrast to the CPA responses, just over 
half of the students perceive themselves 
as currently bearing that responsibility 
for developing their own professional 
behavior.

The students, therefore, seem to 
perceive the burden of responsibility as 
being aligned with their expectations; 
i.e., students perceive that they should 
be and are responsible for developing 
the professional behaviors that will be 
expected of them by the public accounting 
profession. See Figure 4.

In Summary
Although the sample is limited and 

can’t allow for generalization to the full 
population, the survey results do identify 
some interesting observations and 
positive trends.

Most students identified as important 
the same professional traits and behaviors 
as the CPAs. Particularly of relevance here 
was the mutual recognition of the primary 
importance of honest, ethical behavior. 
Further, the students and CPAs showed 
general agreement on the importance 
of the 12 professional traits listed in the 
survey, although new professionals 
clearly need additional guidance and 
mentoring with respect to some of these 
behaviors, such as accepting criticism 
and demonstrating initiative and follow 
through.

There was also general agreement 
between the CPAs and the students 
on appropriate attire and appearance. 
Students want a clear dress code and most 
firms that were surveyed indicated that 
they have one. For those firms that don’t, 
this would seem to be an appropriate 
and necessary addition. Somewhat 
surprisingly, the firms surveyed were 
more accepting of a certain degree of 
variety in attire and appearance than 
the students. This liberalization is likely 
driven, in part, by the tight job market 
and changing workplace trends. 
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Figure 4. 
Who Should be Responsible for Developing Professionalism in Those Entering the 
Accounting Profession?

Most students identify as important the same 
professional traits and behaviors as CPAs
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Exhibit 1
GENERAL TRAITS AND BEHAVIORS

Rank in order what you believe to be the 3 most important professional 
traits that an accountant practicing in a CPA firm should exhibit.

How important are each of the following 12 traits to a CPA firm’s 
perception of an individual’s professionalism? 5-point scale (1=not important; 
5=extremely important): punctual, proper etiquette, respectful, confidentiality, 
eager to learn, accept criticism, take initiative, follow through, timeliness, 
focus, organization, positive attitude. 

CPAs only: How frequently does your new staff exhibit those 12 traits? 
5-point scale (1=never, 5=always).

ATTIRE AND APPEARANCE
How much influence does attire/appearance have on a CPA firm’s 

perception of an individual’s professionalism? 5-point scale (1=not at all 
influential; 5=extremely influential). 

Do any of the following 6 characteristics negatively influence a CPA 
firm’s perception of an individual’s professionalism? 5-point scale (1=never; 
5=always): inappropriate attire, inappropriate footwear, poor hygiene, facial 
piercings (other than ears), visible tattoos, unusual hair color.

Describe what you consider to be inappropriate attire/footwear for men/
women in an office environment. 

Should CPA firms have a formal, written dress code?

COMMUNICATION DEVICES AND SOCIAL MEDIA
Is it acceptable to engage in the following personal behaviors while 

working? 3-point scale (1=never; 3=always): internet, cellphone calls, texting, 
social media, taking a call during a meeting, emailing/texting during meeting.

Should CPA firms have a formal, written communication and social media 
policy?

CPAs only: Have instances of unacceptable use of communication and 
social media among your new staff changed in recent years? 5-point scale 
(1=decreased a great deal, 5=increased a great deal).

CPAs only: Is your new staff less focused due to the unacceptable use of 
communication and social media? 5-point scale (1=never, 5=always).

CPAs only: Does new staff substitute electronic communication when direct 
conversation would be more appropriate? 5-point scale (1=never, 5=always).

RESPONSIBILITY FOR DEVELOPING PROFESSIONALISM
Who should be responsible for developing professionalism in those entering 

the accounting profession? Who currently bears this responsibility?  

Both groups also had general agreement 
around the use of communication devices 
and social media for personal purposes in 
the workplace. Once again, the students 
were less accepting of the activity than 
the CPAs. Students would like to see 
written policies in place that clearly state 
what is considered acceptable use of 
communication devices and social media 
in the workplace. Many firms are doing 
this, but a smaller number as compared 
to written dress codes. This is another 
opportunity for firms to be more explicit 
and identify what they expect from new 
employees. 

Finally, there was both agreement and 
disconnect on who is responsible for 
developing professionalism in new hires. 
To the credit of students, the majority 
recognized that they should bear primary 
responsibility for developing their own 
professionalism. The CPAs agree that 
students should accept and bear primary 
responsibility for their professionalism, 
but only a minority think that students 
are actually bearing that responsibility.

To be a successful CPA, one must 
understand what it means to be a 
professional. This study suggests that 
students seem to understand the importance 
of professionalism. This is great news. Most 
students understand that learning to be a 
professional is primarily their responsibility.

These new hires need and welcome 
guidance from experienced CPAs who can 
demonstrate and mentor them as they strive 
to become professionals. Communication 
is the key, and firms should consider that 
formal written policies and guidelines are 
desirable and useful. 
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Foreign Corrupt Practices Act – 
Stepping Up The Tempo After SOX
By C. WILLIAM (BILL) THOMAS, CPA, Ph.D., and DON CARPENTER, MSAcc/CPA

The Foreign Corrupt Practices Act (FCPA) was a stepchild 
of the 1970s, born near the intersection of the Arab Oil 
Embargo in 1972 and Congressional investigations 
following the Watergate Scandal in 1977. The act was 

initially passed by the U.S. Congress to prevent U.S. multinational 
companies from making bribes to officials of foreign governments 
and to require those companies to implement systems of internal 
controls that would prevent such activity from occurring in the 
future.

For its first 25 years of existence, the FCPA was thought to be 
relevant mostly to attorneys specializing in corporate and securities 
law and to companies operating predominately in the international 
extractive and construction industries. However, with the advent of 
the Sarbanes-Oxley Act (SOX) in 2002, provisions of the FCPA took 
on new life, moving squarely into the purview of the work of CPAs 
practicing in both public firms and companies of all types across a 
broad spectrum of industries.

This article provides a brief history of the FCPA, outlines the 
reasons for the expansion of its scope in recent years and discusses 
its major provisions. The article also highlights how the interplay 
between the FCPA and SOX necessitates CPAs having more than just 
a passing awareness of its impact on their clients and companies.
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LEVEL: Basic

DESIGNED FOR: CPAs practicing in 
both public firms and companies of 
all types across a broad spectrum of 
industries

OBJECTIVES: To provide a brief 
history of the Foreign Corrupt 
Practices Act (FCPA), outline the 
reasons for the expansion of its 
scope, discuss its major provisions, 
and highlight how CPAs need to have 
an awareness of its impact on their 
clients and companies.

KEY TOPICS: History of the FCPA, 
the act’s provisions and broad 
authority, enforcement actions and 
prosecution of violations, the interplay 
between the FCPA and the Sarbanes-
Oxley Act of 2002, maintaining a 
system of internal controls, and a case 
illustrating the evolving landscape of 
anti-bribery enforcement
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Rhythm and Harmony
In 1977, the deafening beats of disco 

dominated the airwaves and vinyl 
records were still the medium of choice 
for the recording industry. In December 
of that year, President Jimmy Carter 
signed the FCPA into law. The FCPA 
was in response to an equally steady 
drumbeat of revelations that both U.S. 
and foreign companies had procured 
lucrative business opportunities 
through bribes to foreign governmental 
officials.

Although the use of such “grease 
payments” was  normal business 
routine in some cultures and even 
expected in others, Congress was 
concerned that acceptance of business 
practices overseas that were clearly 
illegal domestically would amount 
to tacit sanctioning of such unethical 
payments. This could ultimately 
shake investor confidence, destabilize 
financial markets and erode respect 
for the governmental institutions 
that are responsible for monitoring 
them. To compound the problem, it 
was determined that U.S. companies 
were improperly accounting for these 
payments in their books and records to 
avoid their discovery and disclosure.

The Securities and Exchange 
Commission (SEC) and the Department 
of Justice (DOJ) have assumed joint 
responsibility for enforcing the 
provisions of the FCPA. The SEC 
has assumed responsibility for civil 
actions. Penalties include fines and/
or disgorgement of related profits. 
Egregious or repeat offenders might 
even be subjected to independent 
oversight. The DOJ has responsibility 
for criminal enforcement of the act’s 
provisions and civil enforcement 
against offenders who are beyond the 
authority of the SEC.

In spite of its potentially formidable 
provisions, during the first 20 years of 
its existence, the FCPA lay relatively 
dormant, with only eight enforcement 
proceedings disclosed by the SEC over 
that period. With only two exceptions, 
Congress also did not appear to 
give the act much thought. In 1988, 
amendments were added to provide for 

affirmative defenses and to request that 
the administrative branch negotiate 
similar anti-bribery provisions with 
major trading partners of the United 
States.

The act was further amended in 
1998 to conform to the Anti-Bribery 
Convention recommendations that 
ultimately resulted from the initiative 
encouraged by the 1988 amendment. 
Aside from these amendments, 
the FCPA drew little attention 
during this period unless a bribery 
scandal became headline news. 
 
Turn Up the Volume

With the new millennium, disco saw 
a revival in the form of nu-disco and 
the demand for vinyl records caught 
the industry by surprise as the death of 
the medium had long been predicted. 
Similarly, the new millennium saw 
the FCPA enforcement actions and the 
related financial assessments increase 
exponentially. Since 2000, the SEC has 
listed over 150 enforcement actions. In 
2010, the SEC’s Enforcement Division 
created a specialized unit to further 
enhance the enforcement of the FCPA 
and actions under the act since that 
date have tripled. Further, 2016 was a 
record year for settlement payments, 
with the SEC garnering over $2 billion 
of penalties and other assessments from 
violators.

The breadth of parties involved in 
settlements has also expanded. Prior 
to 2000, only one non-U.S. “issuer” 
was named in an enforcement action. 
Post-2000, a considerable percentage 
of enforcement actions have involved 
non-U.S. incorporated parties.

Several factors have aligned to 
contribute to this marked increase in 
FCPA enforcement. Obviously, the 
world is a much smaller place in which 

to do business than it was 40 years ago. 
As international trade has expanded, 
the market has seen many new entrants, 
some of which lack the institutional 
experience to avoid the pitfalls of doing 
business in unfamiliar settings.

Simultaneously, new competition has 
arisen as developing economies have 
emerged and foreign organizations 
have begun to vie for their share of 
business opportunities. With added 
competition comes the heightened 
pressure to “win” business, causing 
ethics to lapse.

Technology has also advanced, 
allowing regulators more visibility into 
international transactions and cash 
flows. In addition, the enactment of 
SOX in 2002 brought an increased focus 
to internal controls and appropriate 
authorization of transactions. Violations 
of the FCPA now carry implications 
well beyond settlements with the SEC 
and the DOJ. Disclosures of material 
weaknesses and possible restatement 
of financial results alter the risk-
reward assessment by an organization 
presented with the opportunity to 
procure a contract through bribery of a 
foreign official.

One of the most influential factors 
in the expansion of FCPA enforcement 
has been the recognition by global U.S. 
trading partners that procuring business 
through bribery causes their citizens to 
lose confidence in governments when 
they learn that acceptance of illicit 
payments by their officials is common 
practice. As noted earlier, Congress 
included in the 1988 amendment of the 
FCPA a provision that requested that 
the administrative branch negotiate 
anti-bribery agreements with U.S. 
trading partners. This resulted in the 
Organization for Economic Cooperation 
and Development (OECD) signing the 
Anti-Bribery Convention in 1997.

The OECD has no enforcement 
authority except that signing members 
agree to adopt anti-bribery legislation 
along a model recommended by the 
Convention. To date, 42 members have 
agreed to do so. Canada enacted the 
Corruption of Foreign Public Officials 
Act in 1998 and the United Kingdom 

Several factors have 
aligned to contribute 

to the marked 
increase in FCPA 

enforcement.
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enacted the Bribery Act in 2010. These 
acts are similar to the FCPA, which as 
noted earlier was amended in 1998 to 
conform to the Convention.

Concurrent with this united 
enactment of anti-bribery provisions, 
emerging economies have begun 
to actively pursue offenders as the 
corruption of government officials 
has threatened the stability of 
political regimes. The well-publicized 
prosecution of GlaxoSmithKline in 
2014 under Chinese criminal statutes 
sent a resounding message to overseas 
companies trying to gain a foothold in 
the growing Chinese market.

Side A Gets the Airplay
The FCPA is divided into two major 

sections. If it were an LP (for the 
uninformed, that means “long play”) 
recording, the anti-bribery provisions 
would be “side A.”

The act assumes broad authority 
over businesses and individuals who 
might not otherwise appear to be 
within the reach of enforcement by 
either the SEC or the DOJ. In addition 
to U.S. organizations that are traded 
on national securities exchanges (i.e., 
“issuers”), this provision applies to 
companies traded on the over-the-
counter market, those that must 
otherwise file SEC reports and foreign-
based entities that utilize American 
depositary receipts to accommodate 
U.S. investors. In recent years, many of 
the enforcement proceedings involving 
the act have involved the latter category 
(i.e., foreign companies that have access 
to U.S. markets).

The 1998 amendment expanded 
the DOJ’s authority to include others 
who are outside the reach of the SEC. 
This includes foreign non-issuers 
or foreign persons who violate the 
anti-bribery provisions while in U.S. 
territory. Customarily, both the SEC 

and DOJ consistently pursue not only 
the offending organization, but seek to 
identify individual actors and decision 
makers within these organizations who 
have personal responsibility, as well. 
Any officers, directors, employees, 
agents or stockholders of an issuer 
or other affected company who acts 
on behalf of the organization are also 
included.

To constitute a violation, the 
payment must be intended for a 
foreign governmental official, a foreign 
political party or one of its officials, 
or a candidate for a foreign political 
office. The rank of an employee of a 
foreign government is not relevant. The 
definition of foreign officials may extend 
well beyond what may be assumed by 
organizations accustomed to operating 
predominately in the U.S. economy. 
Employees of state-owned enterprises, 
such as national oil companies or 
government-owned infrastructure or 
health care facilities, are well within 
the reach of the FCPA. Public service 
international organizations, such as 
the World Bank or the World Trade 
Organization, are also included. The 
“payor” does not even need to know 
the specific individual receiving the 
payment if an intermediary or agent 
makes the payment on its behalf.

The anti-bribery provision of the 
act contains a “business purpose test” 
that requires payments to be made 
to a foreign official with the goal 
of obtaining or retaining business. 
Since a foreign official is the recipient, 
many enforcement actions relate to 
procurement of government contracts, 
but that is not always the case. Bribing a 
foreign official to use his/her influence 
with constituents can and often 
does occur. Likewise, the payment 
need not relate to procuring new 
business. Retaining existing business 
or enhancing profitability may also be 

motivating factors for such payments.
The act also does not require that the 

payment lead to a successful result. If 
the payment was made with the intent 
to influence a foreign official, a violation 
has occurred even if the business is not 
procured.

Payments covered under the act do 
not have to be made directly to the 
recipient in cash. Payment of travel 
and entertainment expenses that 
are excessive or lacking a bona fide 
business purpose constitute a violation. 
In addition, disbursements made in the 
form of charitable contributions may be 
a violation if required as a condition for 
procuring or retaining business.

There are certain exceptions that 
practitioners should be aware of. As 
mentioned earlier, the 1988 amendment 
included two affirmative defenses. 
The first defense, known as the “local 
law” defense, exempts payments that 
are lawful under the written laws of 
the local country. The second defense 
is known as the “reasonable and bona 
fide business expenditure” defense 
and applies to legitimate business 
expenses, such as travel to promote 
or demonstrate to a foreign official a 
company’s business or capabilities. 
Travel to a company’s U.S. factory to 
observe a manufacturing process would 
qualify, but a trip to Walt Disney World 
would not. The issuer bears the burden 
of proof in asserting these defenses.

Included in the original 1977 act 
was a more controversial provision 
relating to “facilitating or expediting 
payments” made for routine acts or 
authorizations by foreign governments. 
This is not an affirmative defense, but 
rather constitutes payments that are 
exempted from the FCPA full-stop. 
Typical examples include payments 
to obtain visas or utility services or 

Continued on page 42
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   TSCPA CPE COURSE CALENDAR | DECEMBER AND JANUARY   

DATE  COURSE         CITY
December 3 Managing Ethical Dilemmas for Texas CPAs      Corpus Christi
December 3-4 2018 CPE EXPO Conference       San Antonio
December 5 New! Preparing Not-for-Profit Financial Statements Under ASU No. 2016-14  Austin
December 6 New! FASB's "Big 3" - Revenue Recognition, Leases and Financial Instruments  Austin
December 6 Yellow Book: Government Auditing Standards     Fort Worth
December 7 New! Real World Fraud Found in Governments and Not-for-Profits   Fort Worth
December 10 New! Preparing Not-for-Profit Financial Statements Under ASU No. 2016-14  Dallas
December 10-11 2018 CPE EXPO Conference       Houston
December 11 New! FASB's "Big 3" - Revenue Recognition, Leases and Financial Instruments  Dallas
December 12 Preparation, Compilation and Review Annual Update and Review   Austin
December 12 Fiduciary Income Tax Returns-Form 1041 Workshop     Dallas
December 12 New! FASB's "Big 3" - Revenue Recognition, Leases and Financial Instruments  Fort Worth
December 13 Yellow Book: Government Auditing Standards     San Antonio
December 13 Fiduciary Income Tax Returns-Form 1041 Workshop     Houston
December 13 New! Preparing Not-for-Profit Financial Statements Under ASU No. 2016-14  Fort Worth
December 14 New! Real World Fraud Found in Governments and Not-for-Profits   San Antonio
December 14 How to Make LLC and Partnership Allocations     Dallas
December 17 Personal & Professional Ethics for Texas CPAs     Dallas
December 17 Preparation, Compilation and Review Annual Update and Review   San Antonio
December 17 New! Preparing Not-for-Profit Financial Statements Under ASU No. 2016-14  Houston
December 18 New! FASB's "Big 3" - Revenue Recognition, Leases and Financial Instruments  Houston
December 18 Preparation, Compilation and Review Annual Update and Review   Fort Worth
December 19 How to Make LLC and Partnership Allocations     Houston
January 7 S Corporation, Limited Liability and Partnership Update    Dallas
January 8 Individual Income Tax Update       Dallas
January 8 Personal & Professional Ethics for Texas CPAs     Houston
January 9 S Corporation, Limited Liability and Partnership Update    Houston
January 10 Individual Income Tax Update       Houston
January 11 How to Make LLC and Partnership Allocations     Fort Worth
January 14 S Corporation, Limited Liability and Partnership Update    San Antonio
January 14 Tax Reform: Tax Planning for Pass Through Entities     Houston
January 14 International Taxation        Dallas
January 15 International Taxation        Houston
January 15 Individual Income Tax Update       San Antonio
January 15 Personal & Professional Ethics for Texas CPAs     Dallas
January 16 S Corporation, Limited Liability and Partnership Update    Fort Worth
January 16 Preparing Individual Tax Returns for New Staff and Para-Professionals   Houston
January 17 Tax Forms Boot Camp: LLCs, Partnerships and S Corporations    Houston
January 17 Individual Income Tax Update       Fort Worth
January 18 Tax Reform: Tax Planning for Pass Through Entities     San Antonio
January 22 Tax Reform: Tax Planning for Pass Through Entities     Austin
January 24 Preparing Individual Tax Returns for New Staff and Para-Professionals   Dallas
January 24 S Corporation, Limited Liability and Partnership Update    Austin
January 25 Tax Forms Boot Camp: LLCs, Partnerships and S Corporations    Dallas
January 25 Individual Income Tax Update       Austin
January 28 Tax Reform: Tax Planning for Pass Through Entities     Dallas
January 28 Individual Income Tax Update       Austin
January 31 Personal & Professional Ethics for Texas CPAs     Fort Worth

For more information, number of CPE credit hours and to register, go to the CPE section of the website at 
tscpa.org or call the TSCPA staff at 800-428-0272 (972-687-8500 in Dallas) for assistance.

http://tscpa.org
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facilitate the transit of goods. However, 
this exception is very narrowly defined. 
For example, a payment to obtain 
clearances to ship goods within a 
jurisdiction may qualify if the related 
permits are ministerial in nature, but a 
payment to receive customs exemptions 
would not if the exemption is obtained 
without all necessary documentation. 
And as earlier stated, the payment 
cannot provide a competitive advantage 
in procuring or retaining business.

It is also important to note that 
although facilitating payments are 
exempt from the FCPA, they may still 
be illegal under local law (although 
sometimes common practice). As a 
matter of policy, many organizations 
forbid facilitating payments to avoid 
running the risk of slipping into the 
bribery violations given the close 
interplay between the two. At a 
minimum, companies are advised to 
have such payments reviewed by FCPA 
experts and approved by management.

 
Don’t Overlook Side B

In the music industry, there have 
been some surprising examples of 
Side B songs that became more than 
just filler for a record. And although 
the provisions regarding books and 
records (Side B) of the FCPA have not 
gotten nearly the airplay of the Side A 
provisions, they have had far-reaching 
implications for financial statements 
and the work of attest firms in the 21st 
century. But before we get to that, we 
should understand the provisions 
themselves.

The section of the FCPA addressing 
books and records can be divided 

into two provisions. The first requires 
that an organization keep its financial 
records and accounts correctly and to a 
reasonable detail such that transactions 
can be accurately identified. What 
qualifies as “reasonable detail” is 
subjective and must be balanced 
against related costs. But it is clear 
that efforts to hide or improperly 
categorize transactions to obfuscate 
their substance is not acceptable. For 
example, classifying a payment to a 
foreign official to retain business as 
a consulting fee or discount violates 
the requirement to maintain accurate 
books and records. The accurate books 
and records provision has been used 
successfully to enforce the FCPA even 
when the payment in question may fail 
to technically meet all the delineated 
points in the anti-bribery provisions.

It was also perceived that 
organizations that have a practice 
of utilizing bribes in international 
business operate with a poor system 
of internal controls, thus allowing 
violating payments to be made without 
the knowledge of management. So Side 
B also contains provisions that require 

companies to maintain a system of 
internal controls that will provide 
reasonable assurance that:
•  transactions are executed in 

accordance with management’s 
general and specific authorization;

•  transactions are recorded as 
necessary to permit preparation of 
financial statements in conformity 
with generally accepted accounting 
principles or any other criteria 
applicable to such statements, and 
to maintain accountability for assets;

•  access to assets is permitted only 
in accordance with management’s 
general or specific authorization; 
and

•  the recorded accountability for 
assets is compared with the existing 
assets at reasonable intervals and 
appropriate action is taken with 
respect to any differences...1  
It should be noted that the Side B 

provisions regarding accurate books 
and records and adequate internal 
controls function independently 

1. Section 13(b)(2)(B), 15 U.S.C. 78m(b)
(2)(B).

A Timely Illustration 

To best illustrate the evolving landscape of anti-bribery enforcement, 
it is worth pausing a moment to consider the case involving Braskem, 
S.A., a Brazilian construction and petrochemical company. The SEC 
enforcement listings note that the entity entered into a global settlement in 
2016 relating to bribes paid to Brazilian officials to procure new business. 
Digging deeper, Braskem is within the jurisdiction of the SEC and DOJ, 
because its American depositary receipts give it access to U.S. investors. 
 
What is noteworthy is the way this case was resolved. American, Brazilian 
and Swiss authorities cooperated to bring the matter to resolution. Brazil 
received 70 percent of the total criminal fines of $632 million, while the U.S. 
and Switzerland split the remaining 30 percent. The U.S. also received $65 
million for disgorgement of profits. In total, the U.S. received approximately 
$160 million of a global $3.5 billion settlement. The global settlement 
further requires that Braskem have independent monitors for three years. 
 
The cooperation of multiple jurisdictions is a relatively recent development 
and promises an enhanced level of detection and prosecution of 
international bribery violations.

Any organization 
with overseas 

operations should 
not ignore the 
applicability of 

the FCPA.
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of the anti-bribery provisions. The 
matter under consideration in an 
enforcement proceeding need not be 
a bribery issue for the SEC or DOJ to 
assert that these provisions have been 
violated. However, in practice, these 
provisions have been used to buttress 
enforcement of potential violations of 
the anti-bribery provisions included in 
the FCPA.

It is quite remarkable that almost 25 
years before the enactment of SOX, such 
detailed provisions were effective. We 
will look at the interplay between these 
provisions and SOX later in this article. 
 
Do the Hustle

The enactment of SOX in 2002 saw 
the sphere of responsibility of CPAs 
expand considerably as companies 
began to shore up internal controls 
and document the processes that were 
designed to ensure accurate financial 
statements and transparent disclosure. 
In addition, management and the 
company’s attest firm are now required 
to represent annually their confidence 
in the effectiveness of these controls.

It is understandable that the 
applicability of the FCPA in this context 
might have gotten scant attention in the 
initial years of SOX implementation, 
but the impact of these provisions 
requires thought and review in the 
context of a well-designed internal 
control system. Any organization 
with overseas operations, whether 
through permanent establishments or 
more transitory arrangements, such 
as import/export trade or consulting 
projects, should not ignore the 
applicability of the FCPA. Likewise, the 
CPA in public practice should be aware 
of the key provisions of the act and 
consider how the client is integrating 
FCPA documentation into its internal 
control processes.

Some items to consider in an internal 
control program include:
•  What is the “tone at the top” with 

regard to procuring and retaining 
business? Does management send 
the message that it’s imperative to 
comply with both U.S. and local 
laws and adhere to company ethics?

•  Does the company/client have a 
policy and supporting procedures 
regarding FCPA compliance?

•  Does the company/client permit 
any category of facilitating 
payments and if so, is there 
evidence that these payments 
were reviewed and approved by 
management prior to disbursement?

•  Does the company/client conduct 
FCPA training for its employees 
who might be on the front line of 
business negotiations or operations 
overseas or who might have 
authority to approve improper 
disbursements?

•  Does the company/client vet local 
service providers, agents or joint 
venture partners to determine if 
there is a history of FCPA violations 
and does it require these third 
parties to certify their compliance 
with the FCPA or a similar law?
Also worth noting are the 

implications of successor liability for 
acquirers of targets who are or have 
conducted overseas business. There 
is no exception to the general rules of 
successor liability for FCPA violations 
in a merger or acquisition. Therefore, 
the acquisition due diligence process 
should include investigations for 
violations of the FCPA and the due 
diligence team should be schooled on 
what to look for. If applicable, there 
should also be representations and 
warranties regarding past practices 
in this area in the purchase/sale 
agreement.

And the Beat Goes On
Whether the popularity of nu-disco or 

the vinyl record is sustainable remains 
to be seen, but the FCPA is here to stay. 
For practicing CPAs, there are clear 
implications for financial statement 
accuracy, internal control effectiveness 
and client service.

This article was intended to increase 
awareness of the FCPA by reviewing its 
history, outlining its major provisions 
and discussing its enforcement. Both 
the SEC and DOJ maintain sections 
on their websites that offer additional 
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information and provide insight into 
current policies and practices. 

Go to https://www.sec.gov/
spotlight/foreign-corrupt-practices-
act.shtml and https://www.justice.
gov/criminal-fraud/foreign-corrupt-
practices-act. 
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   CPE QUIZ  |  Take this CPE quiz online! Go to TSCPA’s website at http://bit.ly/cpequiz

1. The purpose of the Foreign Corrupt Practices Act (FCPA) is 
primarily to:
A.    Prevent foreign companies from providing improper 

incentives to acquire lucrative U.S. government contracts.
B.    Prevent U.S. businesses from doing business with 

authoritarian regimes.
C.    Prevent U.S. businesses from procuring overseas business 

through bribes and other improper payments to government 
officials.

D.    Protect U.S. developed intellectual property and technology.

2. Enforcement of the FCPA resides with:
A.    The State Department and the Department of Justice.
B.    The Department of Justice and the Securities and Exchange 

Commission.
C.    The State Department and its local country counterpart.
D.    The FBI.

3. Increased enforcement under the FCPA can be attributed to:
A.    Increased competition in the international marketplace.
B.    Increased emphasis on anti-corruption efforts from trading 

partners.
C.    Use of technology to identify possible violations.
D.    All of the above.

4. A violation of the anti-bribery provisions of the FCPA include all of 
the following except:
A.    Paying above market value to a local citizen to procure a 

manufacturing site.
B.    Cash payment to a government official to procure a 

government contract.
C.    Providing a recreational or non-business related trip to the 

U.S. for a low-level government employee for assistance in 
procuring a contract with a local company.

D.    Payment to the president of a state-owned enterprise in 
exchange for extending a pre-existing contract.

5. Facilitating payments to governmental units include:
A.   Payments to expedite importation of needed manufacturing 

equipment.
B.   Payments made in an effort to avoid an environmental 

penalty.
C.   Payments made to secure favorable severance taxes on oil 

production.
D.   All of the above.

6. The FCPA’s provision regarding adequate books and records:
A.   Is satisfied if accounts are maintained in U.S. dollars.
B.   Is intended to prevent companies from concealing improper 

payments.
C.   Is not enforced if the payment in question is not a bribe.
D.   Has rarely been an issue in enforcement proceedings.

7. The FCPA’s adequate books and records provisions are         
coupled with:
A.   A requirement that internal controls exist to support the 

records.
B.   Permanent records retention requirements.
C.   Whistleblower procedures.
D.   None of the above.

8. With the enactment of the Sarbanes-Oxley Act (SOX):
A.   The internal control requirements of the FCPA are overridden.
B.   FCPA compliance should be incorporated into SOX 

programs.
C.   No changes are required since the FCPA control 

requirements have precedence over SOX.
D.   Companies must report quarterly to their boards on FCPA 

compliance.

9. In conjunction with an acquisition of a target with international 
operations:
A.   The acquirer should file an election to grandfather any FCPA 

violations.
B.   The acquirer has no exposure to the target’s FCPA violations.
C.   The acquirer should include FCPA due diligence due to 

successor liability.
D.   The acquirer should consider contractually limiting liability.

10. Penalties for FCPA violations include:
A.   Fines.
B.   Disgorgement of profits.
C.   Possible independent oversight.
D.   All of the above.

CPE Article: Foreign Corrupt Practices Act
Stepping Up the Tempo after SOX

By C. William (Bill) Thomas, CPA, Ph.D., and Don Carpenter, MSAcc/CPA

Today’s CPA offers the self-study exam for readers to earn one hour of continuing professional education credit. The questions are based on technical 
information from the preceding article. If you score 70 or better, you will receive a certificate verifying you have earned one hour of CPE credit – 

granted as of the date the test arrived in the TSCPA office – in accordance with the rules of the Texas State Board of Public Accountancy (TSBPA). 
If you score below 70, you will receive a letter with your grade.

Please note that when registration is complete, a confirmation email will be sent and provide a hyperlink to access the quiz.

To receive your CPE certificate by email,  
please provide a valid email address for processing.

Please mail the test (photocopies accepted) along with your check to:  
Today’s CPA; Self-Study Exam: TSCPA CPE Foundation Inc.; 14651 Dallas Parkway, 
Suite 700; Dallas, Texas 75254-7408. TSBPA Registered Sponsor #260

Name: _________________________________________________________________________  

Company/Firm: _________________________________________________________________ 

Address (Where certificate should be mailed)

City/State/ZIP: __________________________________________________________________ 

Email Address: __________________________________________________________________ 
Make checks payable to The Texas Society of CPAs  
❑ $15 (TSCPA Member)  ❑ $20 (Non-Member)

Signature: ___________________________________TSCPA Membership No: _____________

http://bit.ly/cpequiz
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Positions Available 
Small CPA firm in north Houston is currently looking to hire an 
experienced accountant. Ultra tax and Quickbooks experience 
helpful. Partner possible in near future, salary negotiable. Send 
resume to brpitcher@sbcglobal.net. 

A large CPA firm located in Texarkana, Texas has an opening 
for a CPA with experience in performing commercial, not-for-
profit and governmental audits. The firm offers an excellent 
benefit package and will pay a salary commensurate with 
the experience of the applicant. Interested applicants should 
respond by email to: tim@thomasthomascpas.com.

Practices For Sale

ACCOUNTING BROKER ACQUISITION GROUP
800-419-1223 X101

Accountingbroker.com
Maximize Value When You Sell Your Firm

CPA has tax practice for sale in Fort Worth with $100,000 per 
year in annual billings. Prefer a CPA in Southwest Fort Worth. 

Please contact James B. Lewis at 817-361-8066.

New Braunfels CPA firm for sale, $620,000 in revenue (53% tax, 
46% write-up, 1% consulting). Great staff in place. Seller available 
to assist in transition and retention of client base. Respond to: File 
Box #6016; email to ddeakins@tscpa.net; or mail to Today's CPA 
Magazine, Texas Society of CPAs, 14651 Dallas Parkway, Suite 

700, Dallas, TX 75254.

SELLING PRACTICES throughout Texas  
for over 35 years … Offering 100%  

financing to buyers, so our sellers can  
cash out at closing! We only get paid for producing results! 

Confidential, prompt, professional. Contact Leon Faris, CPA, in 
our Dallas office … PROFESSIONAL ACCOUNTING SALES ... 

972-292-7172 … or visit our website: www.cpasales.com.

ACCOUNTING BIZ BROKERS 
offers the following listings for sale: 

Houston franchise tax and bookkeeping, gross $280k
Frisco, gross $158k

San Antonio tax practice, gross $43k
Greater Austin area bookkeeping, gross $50k

Greater Austin area CPA firm, gross $120k
West of Katy CPA firm, gross $250k – Sale Pending

San Antonio, gross $345k – Sold
Contact Kathy Brents, CPA, CBI 

Office 866-260-2793, Cell 501-514-4928 
Kathy@AccountingBizBrokers.com 

Visit us at www.AccountingBizBrokers.com 
Member of the Texas Society of CPAs 

Member of the Texas Association of Business Brokers

Texas Practices Currently Available  
Through Accounting Practice Sales: 

North America’s Leader in Practice Sales 
Toll Free 1-800-397-0249 

See full listing details and inquire/register  
for free at www.APS.net.

$323,675 gross. NW of San Antonio CPA firm. Write-up (12%), tax 
(37%), gov/nonprofit audits (51%), cash flow 65%, staff in place and 
owner to assist w/transition. TXC1064

$700,000 gross. San Antonio CPA firm has 98 1040s, 24 1120s, 148 
1065s, 38 1041s, 177 franchise returns, 6 comps, 3 qrtrly p/r tax, 
excellent growth potential, financing negotiable. TXC1066

$290,000 gross. E/SE Texas CPA firm. Primarily tax (70%), high-quality 
clientele, solid fee structure, turnkey opportunity. TXN1451

$900,000 gross. Dallas area tax consulting firm. Strong fees and cash 
flow over 70%, quality client base of mostly mid-sized businesses, 
tenured staff member. TXN1461

$108,000 gross. Carthage tax firm. All individual tax work, loyal client 
base, knowledgeable staff person, location flexibility. TXN1470

$395,000 gross. Grayson Co. CPA firm. Tax (68%), accntng (24%), 
consulting (9%), staff in place, loyal client base, turnkey opportunity. 
TXN1471

$400,000 gross. W. of Ft. Worth CPA firm. Almost 50/50 between 
acctng and tax, strong cash flow, quality client base and 
knowledgeable staff in place. TXN1480

$200,000 gross. Van Zandt Co. tax/acctng firm. Long-term client base, 
primarily tax, turnkey practice primed for growth. TXN1481

$344,000 gross. E. Dallas suburb CPA firm. Tax and acctng nearly 50% 
each, loyal clients, experienced staff, turnkey practice with capacity for 
growth. TXN1484

$220,000 gross. Addison CPA firm. Mostly tax (95%), strong fee 
structure, excellent cash flow over 60%, profitable, turnkey practice. 
TXN1485 

$232,000 gross. N. of Denton CPA firm. Tax (80%), acctng (20%), 
strong fee structure, excellent cash flow over 60%, turnkey 
opportunity. TXN1486

$334,000 gross. Hurst EA firm. Tax (72%), acctng (28%), quality client 
base, strong fee structure, central Metroplex location, primed for 
continued growth. TXN1487

$745,850 gross. SW Houston CPA firm. Tax (42%), accntng (35%), 
audit (20%), other (3%), high-net-worth clients, strong staff in place to 
assist with transition. TXS1201

$196,570 gross. West Houston CPA firm. Majority of services are ind. 
and bus. tax with some bkkpng/consulting, good fee structure, staff in 
place, turnkey with owner available to assist with transition. TXS1207

$569,000 gross. Bryan-College Station area CPA firm. Tax (64%), 
accntng (26%), other (10%), great paying clientele, excellent fee 
structure, trained staff in place. TXS1212

$319,000 gross. N. Houston CPA firm. Excellent fee structure, staff 
in place and seller available to help with transition, balance tax and 
acctng svs for wealthy individuals and families. TXS1213

$1,015,000 gross. Corpus Christi area CPA firm. Acctng (48%), tax 
(40%), consult (12%), review (1%), staff in place, strong fees, great 
location, turnkey practice. TXS1215

$385,000 gross. Katy area tax and accntg firm. Acctng (63%), tax 
(34%), misc. (3%), loyal client base, strong fees, growth potential, 
turnkey practice in great location. TXS1216

   CLASSIFIEDS To place a classified ad, email ddeakins@tscpa.net

mailto:brpitcher@sbcglobal.net
http://Accountingbroker.com
http://www.cpasales.com
mailto:Kathy@AccountingBizBrokers.com
http://www.AccountingBizBrokers.com
http://www.APS.net
mailto:ddeakins@tscpa.net
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   CLASSIFIEDS To place a classified ad, email ddeakins@tscpa.net

$186,000 gross. SW Houston area CPA firm. Mostly tax using ProSeiers, 
long-term clientele, data handled electronically so practice is portable. 
TXS1217 

$1,470,000 gross. Galleria area CPA firm. Audit (43%), acctng (27%), tax 
(17%), misc. (14%), prime location, excellent support staff, strong fee 
structure, turnkey. TXS1218

$540,000 gross. Beaumont-Port Arthur area CPA firm. Balanced revenue 
mix, great fee structure, loyal client base, solid support staff, desirable 
location. TXS1219

$505,000 gross. Greenway-Galleria area CPA firm. Tax (62%), acctng 
(37%), consult (1%), excellent location, seller available to assist with 
transition. TXS1220

$250,000 gross. Sugar Land-Richmond-Rosenberg area CPA firm. Tax 
(83%), acctng (17%), good staff support, nice fee structure, growing 
practice. TXS1221

$527,000 gross. Katy area CPA firm. Tax (60%), acctng/bkkpg (38%), 
misc. services (2%), desirable location, staff in place to assist with 
transition. TXS1223

$375,000 gross. NW Houston area CPA firm. Primarily NPO audit 
and review services, long-term clientele, seller to assist with smooth 
transition. TXS1222

$374,310 gross. Greater S. Amarillo metro area CPA firm. 53% tax (58% 
personal, 42% business related), 23% mthly acctng, 21% p/r and sales 
tax, 3% consult and IRS  responses, turnkey practice with negotiable 
financing options. TXW1022

ACCOUNTING PRACTICE SALES 
For more information, call toll free 1-800-397-0249 

See full listing details and inquire/register  
for free at www.APS.net.

Practices Sought 

Well rounded CPA with 20 years of experience in both 
corporate and public accounting seeks to purchase an 
accounting and tax practice from a retirement minded 
practitioner in the Houston area. I am not a broker.  
Confidential response to PurchaseCPA@gmail.com. 

Accounting Broker Acquisition Group 
“Maximize Value When You Sell Your Firm”  

You Sell Your CPA Firm  
Only Once! 

Free Report:  
“Discover the 12 Fatal Errors  

You Must Avoid When  
You Sell Your Firm!”

Purchase • Sale • Merger 
Texas CPA Practices

Our M&A Brokers Are 100% “Ex-Big Four” CPAs!

Call or email now for Free Report  
800-419-1223 X101

maximizevalue@accountingbroker.com
accountingbroker.com

BUYING OR SELLING?  
First talk with Texas CPAs who have the experience and 
knowledge to help with this big step. We know your concerns and 
what you are looking for. We can help with negotiations, details, 
financing, etc. Know your options. Visit www.APS.net for more 
information and current listings. Or call toll-free 800-397-0249. 
Confidential, no-obligation. We aren’t just a listing service. We 
work hard for you to obtain a professional and fair deal.  

ACCOUNTING PRACTICE SALES, INC.
North America’s Leader in  

Practice Sales

 
SEEKING CPA FIRM SELLERS - ACCOUNTING BIZ BROKERS  

has been selling CPA firms for over 14 years and we know your 
market. Selling your firm is complex. We can simplify the process 

and help you get the best results! We have a large database of 
active buyers ready to purchase. Our “Six Steps to Success” 

process for selling your firm includes a personalized, confidential 
approach to bring you the “win-win” deal you are looking for. Our 
brokers are Certified Business Intermediaries (CBI) specializing in 
the sale of CPA firms. We are here to assist you in navigating the 

entire sales process – from marketing to negotiating, to closing and 
successfully transitioning the firm. Contact us TODAY to receive a 

free market analysis!

Kathy Brents, CPA, CBI 
Office 866-260-2793 Cell 501-514-4928 

Kathy@AccountingBizBrokers.com 
Visit us at  

www.AccountingBizBrokers.com 
Member of the Texas Society of CPAs 

Member of the Texas Association of Business Bankers

Miscellaneous

Do you have questions about sales tax? Taxability issues? Audit 
defense? Refunds? Voluntary disclosure?

Let us be a resource for your firm and your clients. Our owner is a CPA 
with a BBA in Accounting and Master of Science in Taxation. He spent 10 
years in public accounting, working for both national and large, local CPA 
firms prior to forming Sales Tax Specialists of Texas in 2005. Feel free to 
contact us with any questions. 

Stephen Hanebutt, CPA  
Sales Tax Specialists of Texas  
This firm is not a CPA firm 
972-422-4530, shanebutt@salestaxtexas.com

Michael J. Robertson, CPA

Texas Sales and Mixed Beverage Tax Solutions

Call Mike or Guy if you need help with a client audit, compliance 
issue or a question. Federal income tax for business is consuming 
more of your time, with tax law changes and IRS compliance (more 
pressure on preparer). Your client receives solicitations from numerous 
“consultants.” What are their credentials? Do they have experience, 
any experience? We do! Your client looks to you for help, guidance and 
answers. You should decide who assists your client, not a salesperson. 
Call us professionals like you.

Call 817-478-5788 x12
Texas Sales and Mixed Beverage Tax Solutions  

mailto:ddeakins@tscpa.net
http://www.APS.net
mailto:PurchaseCPA@gmail.com
mailto:maximizevalue@accountingbroker.com
http://accountingbroker.com
http://www.APS.net
mailto:Kathy@AccountingBizBrokers.com
http://www.AccountingBizBrokers.com
mailto:shanebutt@salestaxtexas.com


Time To Sell?
Our proven strategy will expose your practice to the greatest number of  
qualified buyers, provide you with expert representation, and maximize  

your value… and we do this while maintaining your confidentiality.

Delivering Results -  
One Practice At a time

APS.net

North Texas  Ryan Pannell   
800-397-0249  •  Ryan@APS.net

Southeast Texas  Wade Holmes   
888-847-1040 x2  •  Wade@APS.net

Central & West Texas  Bill Anecelle   
800-859-8250  •  Bill@atp4s.com

http://www.APS.net


  Our Offices proudly service the Houston area.
Contact us to learn more about how we can provide 

support for you and your clients.

Mercantil, empowering your world

(281) 547-7647    |    www.mercantilbank.com/advisor

As an important advisor, you help your clients
make smart and effective decisions.

At Mercantil Bank, we offer the resources and 
products to empower your advice.

Business Credit Line
and Term Loans 

Owner Occupied and Income 
Producing Real Estate Loans

Treasury Management 
Services

They trust your
guidance and expertise

http://www.mercantilbank.com/advisor

