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At the Foundation for Accounting Education’s Cannabis Conference on Dec. 11, Matthew A. Karnes, founder and managing partner of 
GreenWave Advisors LLC, presents an overview of the industry., 

By RUTH SINGLETON
Trusted Professional Staff

The cannabis industry could reach 
sales of $35 billion by 2022, cre-
ating significant opportunities 

for CPA firms to expand their practices 
in bookkeeping, auditing and tax. That 
was the message of Matthew A. Karnes, 
founder and managing partner of Green-
Wave Advisors LLC, who presented an 
overview of the cannabis industry at the 
Foundation for Accounting Education’s 
Cannabis Conference on Dec. 11.

With New York state expected to le-
galize cannabis for recreational use this 
year, the NYSSCPA hosted the confer-
ence in order to educate the profession 
about opportunities and challenges in 
this fast-growing industry, and to provide 
a forum for candid and in-depth discus-
sion.

Zachary Gordon, the chair of the 
NYSSCPA’s Cannabis Industry Com-
mittee and the founder of CH3 Ventures, 
LLC, served as the chair of the conference, 
whose theme was “Navigating the Canna-
bis Industry.” Sessions included a keynote 
address by New York Assembly Member 
Richard N. Gottfried and a presentation 
by Peter A. Metz on “IRS 280E and How 
to Manage Your Client’s Tax Burden.”

In his overview presentation, Karnes 
noted that there are currently 33 states 
permitting medical cannabis and 10 
states, plus Washington, D.C, that allow 
cannabis for recreational use, resulting 
in about $10 billion in sales. By 2022, he 
predicted, cannabis will be legal for one 
or both uses in every state. “We’ll see a 
big ramp in 2022,” he said, noting that, 
by that time, New York, New Jersey and 
Michigan will likely have legalized recre-
ational use. 

The opportunities for CPA firms will 
be numerous, he said, explaining that the 
cannabis business is mostly cash, and the 
people working in it are often right out 
of college or otherwise inexperienced. 
“The internal control environment is 
something that will be a big challenge for 
auditors,” he said. “One of the biggest op-
portunities for CPA firms is the need to 
get books ready for an audit.” On the tax 
preparation side, CPAs can help clients 
comply with Section 280E of the Tax Code, 
which disallows credits and  deductions for 
Schedule I drugs, other than costs of goods 
sold.

Karnes said that there has been a gradual 
shift from illicit to legal markets, although 
it is difficult to report reliably on the size of 
the shift because of the scarcity of credible 
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Manhattan DA 
Vance, at AML 
Conference, says 
new tech brings 
new challenges
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While the rapid pace of techno-
logical change has brought new 
tools to the fingertips of law 

enforcement, it has also created worrisome 
roadblocks that New York County District 
Attorney Cyrus R. Vance Jr., a speaker at 
the Foundation for Accounting Education’s  
Anti-Money Laundering Conference on 
Nov. 28, said have stymied efforts to combat 
financial crime. 

One of the major sources of worry that 
he pointed to was the development of 
cryptocurrencies such as bitcoin, due to 
both their general lack of oversight as well 
as their largely anonymous nature. “Fol-
lowing the money” is an essential part of 
many criminal investigations, but this has 
become more difficult to do as cryptocur-
rencies rise in popularity. 

“What many fail to recognize when 
it comes to cryptocurrencies is there’s no 
oversight virtually, unlike established mar-
kets where bad behavior is identified and 
punished,” he said. “Instead, bad actors are 
often able, with impunity, to use cryptocur-
rency in commission of crimes, and it’s very 
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On Jan. 18, I was honored to partici-
pate in the first Women’s Leadership 
Forum presented by the NYSSCPA. 

One of the panels, “The Difficult, Rewarding 
Search for Work-Life Integration,” focused on 
the choices that many professionals face when 
juggling professional and personal obligations. 
While the choice to raise a family is only one 
aspect of an individual’s personal life, whether 
male or female, it is one of the more significant 
decisions—in particular, for women, as studies 
have shown that women more often than not 
take on greater responsibility for raising chil-
dren. When professional women have chil-
dren, they need to make some tough decisions, 
including whether to take only their allotted 
maternity leave or a longer period of time off. 
Those who take several years off often find the 
transition back to be less than smooth. Some 
find that their options are more limited than 
when they started out. Fortunately, women to-
day have more options than when I faced that 
conundrum, in large part due to the advances 
in technology that help us stay connected.

I am one of many women in my gener-
ation who decided to take some time off 
from the accounting profession to raise a 
family. While the transition back into the 
workforce was definitely challenging, it was 
the right decision for me. And it is import-
ant to recognize that there is not a one-size-
fits-all decision—each individual makes his 

or her own decision to fit the circumstance.
My first job as a CPA was at Arthur Ander-

sen, and after five years in the auditing practice, 
I decided to take a year off from work. Well, 
about five years later, after focusing on being 
a full-time mom, I decided it was time to get 
back into the workforce; however, I wasn’t sure 
how to go about that. Fortunately, through my 
network of contacts, I was hired by a small, lo-
cal accounting firm, and from there eventually 
landed a job at the AICPA and then at BDO, 
the firm I work for today. Networking can be a 
wonderful thing.

I have been at BDO for more than 14 years, 
in the firm’s National Assurance practice, fo-
cusing on the auditing standards of the Pub-
lic Company Accounting Oversight Board 
(PCAOB), the AICPA Auditing Standards 
Board (ASB) and the International Auditing 
and Assurance Standards Board (IAASB). 

When I began my career at BDO, I hap-
pened to meet Gina Goodenow, a more ju-
nior CPA working in my department, and we 
began talking about her involvement in the 
NYSSCPA; she told me about the wonderful 
events she attended at the Society. As a result 
of those discussions and Gina’s enthusiasm, I 
decided to join the organization. (Though I 
didn’t recognize it at the time, I suppose this 
was a form of reverse mentoring—another 
topic discussed at the Women’s Leadership 
Forum.) Gina and I are now very good friends, 

and I have benefited enormously from my 
membership in the Society, making wonder-
ful connections and honing my leadership and 
communication skills. The Society has meant 
so much to me that I decided to pursue leader-
ship positions, leading to my presidency.

Today, thanks to technology and a cultural 
shift at many CPA firms, there are many op-
portunities for both women and men to work 
remotely and to enter into flexible work  ar-
rangements when they become parents. For 
women who do decide to leave the profession 
for a year or more to raise a family, there are 
more ways to return. Career re-entry programs 
such as iRelaunch offer boot camps, coaching 
and placements with companies, including fi-
nancial services firms. The NYSSCPA’s Career 
Center and Mentor Match Program are also 
wonderful resources.

As I look back over my career, with an eye 
toward retirement later this year, I am proud of 
my work—and at the same time, grateful for 
the help I received in transitioning back to the 
profession after taking time out to focus on my 
family and children. I would have to attribute 
much of my success to my network of profes-
sionals—both women and men. I consider my 
current term as NYSSCPA president to be a 
testament to the many friends and colleagues 
who have helped me grow professionally and 
personally.

president@nysscpa.org
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FAE Board of Trustees nominations due by Feb. 22

If you are interested in serving on 
the Foundation for Accounting  
Education (FAE) Board of Trustees, 

now is the time to submit your nomina-
tion.

The FAE, a 501(c)(3) organization 
and an affiliated entity of the NYSSC-
PA, is very important to the members 
of the Society and its mission because 
it administers the lifelong learning pro-
gram for New York state CPAs. Because 
of the importance of the FAE’s efforts 
to New York CPAs, service as a FAE 
trustee is a highly fulfilling activity for 
members interested in giving back to the 
profession.

As the educational arm of the  
NYSSCPA, the FAE has its own govern-
ing body—a nine- to 12-person Board of 
Trustees—nine of whom serve a three-
year term. Those terms are evenly stag-
gered, so three vacancies occur each year. 
According to its bylaws, the FAE’s Board 
of Trustees acts to fill those vacancies on 
the FAE board from a pool of six or more 
candidates nominated by the Society’s 
Board of Directors.

Trustee responsibilities
FAE trustees typically meet four times a 

year to conduct the business of the Founda-
tion. They are responsible for approval of the 
FAE budget, setting the general direction 
for educational programs, evaluating curric-
ulum, and developing strategies for program 
diversification and effectiveness. There is no 
compensation for service on the FAE board.

Eligibility requirements
Accrding to the FAE bylaws, to serve 

on the FAE board, a prospective candi-
date must be a CPA and a member in good 
standing of the NYSSCPA. Trustees are ap-
pointed based on their interest and ability 
to contribute to the educational goals of the 
Foundation. Trustee selection, to the extent 
possible, represents a cross section of the So-
ciety’s membership, in terms of geography 
and areas of professional practice.

Over and above the bylaw requirements, 
it is beneficial for candidates to have taken 
FAE courses or to have been responsible for 
sending others to FAE programs. In addi-
tion, candidates should be familiar with the 
market for adult learning in a continuing 

professional education environment. The 
FAE primarily targets small and medi-
um-sized CPA firms and is expanding into 
programs for industry CPAs, as well.

How to submit a nomination
Those interested in serving should 

send an email to the attention of  
NYSSCPA President-elect Ita M. Rahilly 
at presidentelect@nysscpa.org by Feb. 22, 
2019, at 12 p.m. (EST). The email should 
include a résumé and a statement of interest 
and ability to contribute to the educational 
goals of the Foundation. Candidate infor-
mation will be forwarded to the Selections 
Subcommittee of the NYSSCPA Board of 
Directors, which will propose to the Soci-
ety’s Board of Directors the names of indi-
viduals to fill the three FAE vacancies. The 
Society’s Board will submit at least six nom-
inees to the FAE Board of Trustees. The 
FAE board then appoints three individuals 
from among the nominees submitted by the 
Society’s Board to become FAE trustees.

If you are interested in serving on the 
FAE board, a nomination must be sub-
mitted by Feb. 22, 2019, at 12 p.m. (EST). 
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On Dec. 21, 2018, Gov. Andrew Cuo-
mo signed into law a bill eliminat-
ing the three-year exemption from 

mandatory continuing professional educa-
tion (CPE) for newly licensed CPAs and 
public accountants. The law will go into ef-
fect on Jan. 1, 2020.

The Society lobbied for the legislation as 
part of an effort to ensure that new CPAs  
remain competent in new and emerging skill 
sets that clients and employers have come 
to expect in the age of blockchain and arti-
ficial intelligence. The legislation, A.10648/
S.8522A, passed the Assembly, 144-0, on 
June 19, 2018, and the  Senate, 60-0, on June 
20, 2018. The bill was sponsored by Assem-

blyman Albert “Al” A. Stirpe Jr. (D-127) in 
the Assembly and by Sen. Pamela Helming 
(R-54) in the Senate.

As a result, newly licensed CPAs in New 
York state will need to earn up to 120 credit 
hours of CPE during their first three years 
of licensure, starting on Jan. 1, 2020. Specif-
ically, the legislation will require new CPA 
licensees to earn either 24 credits a year in 
a concentration, such as audit or taxation, or 
40 credits a year in general CPE. Whatever 
ethics CPE regulations are in effect on that 
date will also apply to the newly licensed in 
New York. (See the notice below about eth-
ics CPE changes.)

Newly licensed CPAs 
must take CPE starting 
on Jan. 1, 2020

Reminder: Small firms 
and sole proprietors now 
subject to peer review
In October 2017, Gov. Andrew Cuomo 

signed into law a bill requiring firms with 
two or fewer CPAs that provide attest 

services to clients to undergo a peer review 
every three years. The bill essentially elim-
inated an exemption for firms with two or 
fewer CPAs. In November 2017, the New 
York State Board of Regents adopted an 
amendment implementing that law. Accord-
ing to  Section 70.10 of the Regulations of 
the Commissioner—

“Any firm that begins providing attest 
services as described in Education Law sec-
tion 7401-a or otherwise becomes subject to 
mandatory participation in the peer review 
program shall: 

(i) notify the department of its change in 
status within 30 days and provide the depart-
ment with evidence of enrollment in an ac-
ceptable peer review program; and 

(ii) the firm shall have a peer review com-
pleted within 18 months of the date such ser-
vices were first provided.”

Firms with two or fewer CPAs that pro-
vide attest services are reminded that they 
must now undergo peer review. Once a firm 
takes on an attest engagement, that’s what 
sets the 30-day and 18-month clocks ticking.

How to notify the SED
In order to satisfy the requirement of no-

tifying the State Education Department 
(SED), a firm only needs to email the office; 
however, if a firm wishes to notify the SED 
through a formal letter, it may do so, at the 
following physical or email address:

New York State Education Department
Office of the Professions
State Board for Public Accountancy
89 Washington Avenue
Albany, New York 12234-1000
Phone: 518-474-3817, ext. 160
Fax: 518-474-6375
Email: cpabd@nysed.gov

How to enroll in a peer review
Firms looking to enroll in peer review 

should visit the American Institute of Cer-
tified Public Accountants’ PRIMA page at 
aicpa.org/InterestAreas/PeerReview/Pages/
PRIMA.aspx. On that page, click on the link 
“Getting Started in PRIMA,” for instruc-
tions on how to create an account and enroll. 

By enrolling, a firm agrees to have a peer re-
view of its accounting and auditing practice 
once every three years.

Definitions
If a firm only does compilations, New York 

state does not require the firm to be peer 
reviewed. The following definitions are en-
coded in New York State’s Education Law, 
Section 7401-a:  

“Compilation” means providing a service 
that presents, in the form of financial state-
ments, information that is the representation 
of the management or owners of the client 
without undertaking to express any assur-
ance of the accuracy of the information in 
the statements, to be performed in accor-
dance with standards, developed by a federal 
governmental agency, commission or board 
or a recognized international or national pro-
fessional accountancy organization, that are 
acceptable to the department in accordance 
with the commissioner’s regulations.

“Attest” means providing the following 
public accountancy services which all require 
the independence of licensees:

1. Any audit to be performed in accordance
with generally accepted auditing standards or 
other similar standards, developed by a feder-
al governmental agency, commission or board 
or a recognized international or national pro-
fessional accountancy organization, that are 
acceptable to the department in accordance 
with the commissioner’s regulations.

2. Any review of a financial statement to
be performed in accordance with standards, 
developed by a federal governmental agency, 
commission or board or a recognized inter-
national or national professional accountancy 
organization, that are acceptable to the de-
partment in accordance with the commis-
sioner’s regulations.

3. Any examination to be performed in
accordance with attestation standards de-
veloped by a federal governmental agency, 
commission or board or a recognized inter-
national or national professional accountancy 
organization, that are acceptable to the de-
partment in accordance with the commis-
sioner’s regulations. 

4. Any engagement to be performed in
accordance with the auditing standards of 
the Public Company Accounting Over-
sight Board.

LEGISLATIVE AND REGULATORY NOTICES

Effective date of ethics CPE 
changes to be clarified after 
Regents approval
At its Oct. 24, 2018, meeting, the 

New York State Board for Public 
Accountancy approved regulatory 

language implementing new ethics con-
tinuing professional education (CPE) re-
quirements. If this language is accepted by 
the new York State Board of Regents, New 
York state-licensed CPAs will be required 
to complete two credits of ethics CPE ev-
ery year, rather than the current four credits 
every three years. In addition, two out of six 
credits every three years will have to include 
a New York state-approved ethics course, 
while the other four can be in a variety of 
ethics topics, including behavioral ethics. 
Currently, all four credits must be in a New 
York state-approved course.

The regulatory language approved by the 
public accountancy board will, if accepted 
by the Board of Regents, appear in Section 
70.9(b)(3) of the Regulations of the Com-
missioner of Education: “For each regis-
tration ending on or after January 2, 2020, 
a registered licensee who is subject to the 

continuing professional education require-
ment shall be required to complete at least 
two credits in ethics every calendar year pe-
riod; including, at a minimum, a two-credit 
NYS approved ethics course must be com-
pleted every three calendar years. The two 
credits of ethics may be counted toward the 
annual requirement in the calendar year 
that they are taken.” 

After some NYSSCPA members sought 
clarification about the effective date of these 
changes, the NYSSCPA reached out to the 
public accountancy board. The board re-
sponded that it would be premature to pro-
vide such clarification now, as the Board of 
Regents has not yet reviewed these chang-
es. If the Board of Regents does accept the 
changes as regulation amendments, the pub-
lic accountancy board will provide examples 
and clarification at that time, via frequent-
ly asked questions posted on its website,  
op.nysed.gov/prof/cpa/cpace.htm. So, for 
now, CPAs should continue to adhere to the 
current regulations for ethics CPE.

NYC Dept. of Consumer Affairs to make minor 
modifications to signage rule for CPAs
The New York City Department 

of Consumer Affairs (DCA) is 
working on amendments to a 

final rule, announced in July 2018, requir-
ing all tax preparers in New York City to 
post signs in their offices with price lists 
and other disclosures. Although CPAs are 

exempt from one requirement of the New 
York City Administrative Code and Bill 
of Rights that requires posting signage 
regarding pricing and qualifications, the 
newly modified rule, 6 RCNY (Rules of 
the City of New York) Section 5-66, does 
not include that exemption. 

The NYSSCPA met with DCA staff to 
point out the discrepancy and raise oth-
er issues, but the DCA has determined 
that CPAs will continue to be subject to 
most of the rule’s requirements. Howev-
er, the department is working on amend-
ments responsive to concerns raised by 

the NYSSCPA, including tensions be-
tween premise-based rules and work that 
CPAs perform on-site with clients. These 
amendments will go through the notice 
and comment rulemaking process. The 
NYSSCPA will inform its members once 
they are published.
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By CHRIS GAETANO
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This year, Ita M. Rahilly will 
become the 100th president of 
the NYSSCPA, and its eighth 

female president since the Society was 
founded over a century ago. Her in-
stallation will take place during a time 
of rapid change for both the profession 
and the business world as a whole, par-
ticularly when it comes to the growing 
role of female leaders in the workplace. 
To kick off the year of the 100th pres-
ident, The Trusted P rofessional will be 
interviewing some of the other past 
female Society presidents about their 
own experiences navigating what has 
historically been a male-dominated 
profession, how things have changed 
and how they’ve stayed the same. In 
this issue, we are featuring past Society 
presidents Marilyn A. Pendergast, 
who served from 1994 to 1995, and Jo 
Ann Golden, who served from 2002 
to 2003. 

Marilyn A. Pendergast

Why did you choose accounting as 
your career? 

Well, in college I was an education 
major. I was going to teach busi-
ness. When I took the accounting 
courses there, I really liked them—I 
hadn’t taken any business courses in 
high school—and did really well in 
them. So I started taking more elec-
tives, and one of the teachers told 
me, “Too bad you’re a girl, because 
you’d make a really good CPA.” But I 
didn’t see any reason why that should 
stop me, why I wouldn’t be able to do 
it. So, after teaching high school for 
two years, … I wrote a letter to every 
firm in the Albany area and I got two 
interviews. One was what was then 

one of the Big Eight firms, and the 
other was Urbach Kahn & Werlin (a 
predecessor to UHY LLP), where I 
have been ever since. 

What was it like being a woman at 
a CPA firm at a time when this was 
highly unusual? 

Well, we’re talking now back in the 
’60s, so that’s a long time ago. The at-
titudes were very different, and there 
were people who wouldn’t work with 
women! There were women bookkeep-
ers who would refuse to work with a 
woman accountant! But … I was for-
tunate in that our partners at that time 
were very supportive of me and said, 
“Well, this is the right person, the best 
person, for the job, but if you don’t want 
to work with her, that is your choice.” 
As it turned out, most [people] did. 

Did you feel there was difficulty in 
being taken seriously when you first 
started?

No, I didn’t think it was that so 
much as being allowed in to begin 
with. Once I was allowed in, [my] 
skill level, I think, was pretty obvious. 

Where has there been the most 
change in terms of women in the ac-
counting profession from when you 
first started out? 

When I first went to an AICPA 
Council meeting, there may have been 
10 women out of 200 people there. 
Obviously, now there are a lot more. … 
There are now women in leadership roles 
in the firms, including the big firms, and 
that just wasn’t there before. But, again, 
50 years is not a long time in the scheme 
of things, so we’ve come a long way, 
though we still have further to go. 

What has not changed, or barely 
changed at all? 

This isn’t just our profession, but still, 
for the most part, women are expected 
to be nurturers, the ones expected to 
arrange for child care or parent care or 
other things, and that requires more 
flexibility than, perhaps, you’re able to 
get. We need to continue finding ways 
to make the workplace more flexible, 
and we should be able to do that be-
cause technology now gives us a lot 
of advantages. But that is the biggest 
obstacle. 

What new problems have emerged 
for women in the accounting profes-
sion that weren’t there when you first 
began? 

One thing is, when I started, [sex-
ist behavior] was very obvious—no 
one tried to hide it. They would say, 
right to your face, that you don’t be-
long here, that you should be with your 
kids, that women can’t do that. Now, 
you’re not going to hear that, obvious-
ly, but sometimes, it’s easier to face if 
it’s very direct. You can respond. But 
not if you’re not aware of it. 

What role did the NYSSCPA play in 
your career?

It was a very major role, starting 
with the local chapter. Here in Alba-
ny, as soon as I passed the CPA exam, 
they all dragged me to the meeting, 
and one of the former presidents of 
the chapter said, “What’s that little girl 
doing here?” ... I guess now when I go, 
they may say, “What is that little old 
lady doing here?” But it was just ex-
pected you’d be involved and pay back 
what the profession gave you. Through 
that, I started going to state commit-
tees, which let me meet different peo-
ple and get different viewpoints. All 
that was very beneficial to me and my 
growth in the profession, both techni-
cally and personally. 

Jo Ann Golden

What led you to choose accounting 
as a career?

It was really a career I chose in mid-
life. As a math major, my first job out 
of college was as a junior high math 
teacher. Following a  “traditional” path 
at the time, I left teaching to raise my 
kids. While my kids were young, I vol-
unteered as a child advocate, which led 
to a career as executive director of a  
not-for-profit concentrating on advo-
cacy for children. One of the things we 
did was analysis of community needs 

and efficient ways to deliver children’s 
services. Numbers were always a part 
of that, looking at the dollars and cents, 
evaluating community budgets and 
more. The other piece of that was man-
aging the grants we received; I loved 
the accounting aspect of that, and so I 
started taking classes at a local college 
and ended up leaving my job and going 
to school full time to get my second de-
gree, [this time] in accounting. 

At that time, the requirement to be 
a CPA was a bachelor’s degree and 
a two-year work experience under a 
public accountant (CPA or PA). I then 
went to work for my father [who was a 
licensed public accountant]. Although 
I loved working with my father, I 
needed more experience in audit/attest 
practice,  so I also  worked for several 
local firms. After a time, I opened my 
own practice and, subsequently, I was 
invited to merge my practice into a re-
gional firm. 

As I started the whole process, I had 
kids in high school—it was my early 
40s when I made my change in ca-
reers—and it was definitely a choice 
that I went into with a full understand-
ing of what it meant and the kinds of 
things I was going to be involved in.

So you took a less conventional path 
than “go to college, join a firm, work 
your way to partner.” How did this 
affect the arc of your accounting ca-
reer?

I think, because I came up through 
the path that I did, I had a broader 
career and life experience than a lot 
of people. … I could come into the 
profession with the understanding of 
how governance worked, how business 
worked, because I had experienced it. 
I became an accountant when I was 
older and more mature, and it wasn’t 
about becoming an accountant be-
cause it just seemed right; it really was 
a desire to be part of this profession.

You’ve also served on a variety of 
corporate boards. How does that ex-
perience, when dealing with nomi-
nal peers, differ from the experience 
of working your way up through the 
ranks as an accountant?

In my experience, I was the first 
woman to come onto the board of  
CONMED Corporation, a public 
company, and I was the only woman 
there for probably 12 or 13 years. There 
were lots of “old-school guys”—and 

Former Society presidents look back on how 
the profession has changed for women

Continued on page 13
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difficult for law enforcement to track these 
transactions.” 

Because of the difficulty in tracing them, 
he said, cryptocurrencies have become the 
preferred way to pay for criminal services or 
contraband goods. He also pointed to their 
increasing role in ransomware attacks, not-
ing that hackers used to demand payment 
in U.S. dollars but now almost always ask 
for cryptocurrencies instead. The field has 
also become fertile ground for scammers of 
all stripes, ranging from sellers taking to-
kens for goods or services that they never 
deliver to investment scams that lure vic-
tims with promises of outlandish returns. 

“In one case, investors were led to be-
lieve they were funding the development 
of a new type of cryptocurrency, and they 
lost hundreds of thousands when it was 
revealed the entire operation was a Ponzi 
scheme,” he said.  

Cryptography challenges
Vance also pointed to the increasing 

efficacy of cryptography and tech firms’ 
recent unwillingness to help law enforce-
ment break through it. He noted that, un-
til about 2014, prosecutors could access the 
contents of any smartphone, provided they 
had a warrant. After that point, though, 
Apple changed its devices so that not even 
the company could see inside, with other 
companies soon following suit. Vance es-
timated that, since then, law enforcement 
can get into only half the devices they try 
to access, and that’s even with outside ex-
perts coming to help. This, he said, is a ma-
jor problem. 

“Everyone in the criminal world uses 
smartphones, just like all of us do,” he said. 
“Criminals have moved off paper like you 
have, and smartphones are used for every 
aspect of criminal enterprises. ... If we can’t 
access the device, we can’t access the in-
formation necessary to prosecute the indi-
vidual.”    

He said that right now, his office is 
working on a case involving what he said 
was a very significant recruiter for ISIS 
who communicated with prospects only on 
encrypted messaging platforms.  

These two developments play into an-
other major challenge to law enforcement 
in general: the rise of cybercrime. Vance 
said that he is overwhelmed by what he 
sees as a “45 degree angle rise in cyber-
crime,” and that it seems as though the 
United States is “still trying to get its head 
around what we can do about this.”    

“Today, cybercrime is unremitting, it is 
borderless, and it changes so quickly in 
terms of techniques and skill sets that it 
truly makes it very difficult, and in some 
cases impossible, to have a prosecution 
strategy, a getting-guys-in-court strategy, 
that is actually effective enough to deal 
with the volume of problems and situa-
tions we are facing,” he said.      

Addressing cybercrime in the past de-
cade, he added, has led to a philosophical 
change in criminal prosecution that incor-
porates prevention as a major component, 

alongside the more traditional investiga-
tion and prosecution angles. To illustrate, 
he drew an analogy to gun trafficking.

“I think it’s clear and obvious in the 
world of gun trafficking that if I can keep 
the gun out of the hands of a 16-year-old, 

it’s a far better outcome than prosecuting 
that young man who used the gun to kill 
someone,” he said. 

Much of these prevention efforts, 
though, require a coordinated global ef-
fort, and Vance said that the criminals 
targeting New York are often  the same 
ones targeting other major cities, such as 
London. With this in mind, he and other 
law enforcement professionals around the 
world have formed a nonprofit organi-
zation called the Global Cyber Alliance, 
which seeks to provide both education 
and tools for businesses and organizations 
to protect themselves against incursions, 
particularly those that can’t afford to 
spend $10 million on a sophisticated cy-
bersecurity system. 

“For this prosecutor, if I can stop 300 
million phishing emails, that’s a much 
bigger impact on crime fighting than if 
we had arrested 50 cybercriminals in that 
same time period, so our focus will be very 
much on prevention, to bring in allies to 
help spread the work of the Global Cyber 
Alliance,” he said. 

Difficulty in finding beneficial owners
However, not every challenge is techno-

logical. Vance also said that another ma-
jor obstacle in combating financial crimes 
is the United States’ lack of transparency 
when it comes to incorporating businesses. 
Determining the actual beneficial owner 
of a U.S.-based entity can be very difficult, 
in contrast to doing so for entities based 
in many other countries; he said this lack 
of transparency has, time and time again, 
been a thorn in the side of prosecutors. 

“In any investigation of a white-collar 
nature, we must follow the money to iden-
tify what the evidence is and who is most 
culpable, which means issuing subpoe-
nas to financial institutions and pursuing 
leads we hope their records will provide,” 
he said. “But today—and it has been this 
way for the nine years I’ve been DA—too 
often, these leads go nowhere, and our in-

vestigators have eaten up days and months, 
only to hit a wall.” 

On a “near daily basis,” the DA’s office 
encounters a company or network involved 
in a suspicious activity but is unable to 
determine who is actually controlling and 

benefiting from it. Consequently, his office 
cannot identify an actual suspect. He rue-
fully noted that if the company had incor-
porated in the Cayman Islands, which does 
collect beneficial ownership information, a 
prosecutor would actually be better posi-
tioned to root out financial crimes than if 
that same company had been formed in 
the United States instead. 

“Ironically, the U.S. is one of the easi-
est places in the world to open anonymous 
companies to launder money, oftentimes 
with impunity,” he said. 

Vance called for a federal law that re-
quires beneficial owners to be identified 
on state incorporation forms. This, he said, 
would improve prosecutors’ ability to at-
tack, not just financial crime, but terror-
ist financing and a host of other crimes as 

well. It would also, he said, improve the 
United States’ credibility with law enforce-
ment partners. 

“We routinely collaborate with foreign 
law enforcement agencies, but it’s detri-
mental to these partnerships and, frankly, 
embarrassing when we have to tell inter-
national law enforcement we can’t assist 
them in taking down U.S. criminal enter-
prises because the identity of the owners is 
beyond our reach,” he said.

cgaetano@nysscpa.org

x ANTI-MONEY LAUNDERING CONFERENCE

“Everyone in the criminal world uses smartphones.  
Criminals have moved off paper, ... and smartphones are  
used for every aspect of criminal enterprises. ... If we  

can’t access the device, we can’t access the information 
necessary to prosecute the individual.”  

—New York County District Attorney Cyrus R. Vance Jr.    

New York County District Attorney Cyrus R. Vance Jr. (left) receives the NYSSCPA’s 2018 Law 
Enforcement Award from Victor Lessoff (right), a member and former chair of the NYSSCPA’s 
Anti-Money  Laundering and Counter Terrorist Financing Committee. 

Continued from page 1

District Attorney Vance
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x NONPROFIT ORGANIZATIONS CONFERENCE

x TAX PLANNING FOR INDIVIDUALS CONFERENCE

Speaker: Becoming a data-driven  
organization isn’t easy, but it’s worth it 

By CHRIS GAETANO 
Trusted Professional Staff

While the IRS has shed some light 
on how cryptocurrencies such 
as bitcoin should be treated for 

tax purposes, there remain numerous gaps 
that leave planners in a precarious position 
when it comes to these digital assets, accord-
ing to Mark DiMichael, a partner in the 
valuation and forensic services department 
at Citrin Cooperman and the chair of the  
NYSSCPA’s Digital Assets Committee. 

Speaking at the Foundation for Account-
ing Education’s Tax Planning for Individu-
als Conference on Nov. 5, 2018, DiMichael 
said that the IRS released revenue guidance 
in 2014 specifying that virtual currencies 
such as bitcoin should be treated as prop-
erty, for federal tax purposes. If someone 
regularly buys and sells cryptocurrencies as 
part of a trade or business, then the tokens 
are inventory, in which case gains and losses 
are ordinary income, not capital. If, on the 
other hand, someone buys and sells them 
for investment purposes, then the gains and 
losses are capital. The guidance also men-

tions that if someone is paid in cryptocur-
rencies, then that is ordinary income, valued 
in U.S. dollars at the time it was received. 
The same is true of mining directly: Any 
gains from mining are valued in U.S. dol-
lars on the day the gain is made. The IRS 
mentioned that this is much like earning 
any other type of property—as if someone 
received a car as a bonus. In such a case, too, 
the person would value the car at the time 
it was received and pay tax on the income. 
This means, said DiMichael, that if a com-
pany pays its employees in cryptocurrencies, 
then “you’d have to issue a W-2 or 1099, just 
as if it was a regular payment in some other 
asset.” 

So that much is clear. But DiMichael 
brought up other questions that are still very 
unclear. For example, he asked, “Can cryp-
tocurrency be considered personal property?” 
While it seems from the guidance that use 
determines treatment, “what if you use it to 
buy groceries? That might make it sound like 
personal property,” in which case, you pay 
taxes on the gains and cannot deduct the 
losses. But, he said, “the IRS has not given 
guidance on that.” 

He also mentioned that it’s currently un-
known how exactly people should treat a 
fork event, that is, when one blockchain es-
sentially becomes two. This is what recently 
happened when bitcoin spun out Bitcoin 
Cash over a disagreement about what soft-
ware should be used. Bitcoin Cash itself 
is currently undergoing another fork, also 
based on software usage. DiMichael said 
that when bitcoin forked, holders suddenly 
held both bitcoin and Bitcoin Cash. If some-
one had four bitcoins prior to the fork, that 
person now held four bitcoins and four Bit-
coin Cash tokens. 

“In that case, someone now has two assets, 
where they used to have one. Is that a taxable 
event? That is an open question as well,” he said. 

One theory that’s been advanced by prac-
titioners is that the new currency is a new 
distinct asset and, therefore, it counts as in-
come. The other theory is that it’s more like a 
stock dividend or split, and so the tax is only 
paid when the currency is sold. The second 
theory, he said, is similar to the idea that if 
someone has a cow, and then the cow gives 
birth to a calf, the calf does not represent 
new income until it’s sold. 

“There’s no guidance on that. You’ll have 
to pick one or the other and justify it if ques-
tioned by the IRS,” he said. 

However, even without guidance, there 
are certain areas where a consensus seems 
to have emerged around treatment. For ex-
ample, since cryptocurrencies are property, 
and since donations of property for charita-
ble purposes require a qualified appraisal in 
order to claim the deduction, then gifts of 
cryptocurrencies are treated like any other 
piece of property. DiMichael noted that his 
own firm has done a number of cryptocur-
rency valuations, and that it has valuation ex-
perts qualified to do just that. Furthermore, 
while there is no specific guidance anywhere 
saying that cryptocurrencies need to be re-
ported by filing a Report of Foreign Bank 
and Financial Accounts (FBAR), DiMichael 
said “it’s better to just report it than not re-
port it.”

“Just put it on the FBAR. It’s not worth 
the risk,” he continued. “If you don’t file an 
FBAR and the government says you should 
have, the penalties can be draconian.”  

cgaetano@nysscpa.org

Speaker: Tax treatment of cryptocurrencies  
getting clearer, but many questions remain

By CHRIS GAETANO 
Trusted Professional Staff

Many people are talking about data, 
and how big data will change ev-
erything, but what exactly does 

this mean on an operational level? Amy E. 
West, CFO of AHRC New York City and 
a speaker at the Foundation for Accounting 
Education’s 41st Annual Nonprofit Confer-
ence on Jan. 17, offered lessons from her own 
experience. AHRC is an organization that 
advocates on behalf of people with intellectu-
al and other developmental disabilities.

A data-driven organization, West said, is 
one that makes decisions based on verifiable 
data, essentially being evidence-driven. There 
are many advantages to taking this approach. 
One, she said, is that decision-making is 
more systematic, objective and measurable. 

“Plain intuition can carry a very big risk. 
[In a data-driven organization,] progress is 
measured using data rather than gut feeling, 
so you can actually measure progress and de-
personalize decision-making,” she said. 

She also said that, because this approach 
is forward-looking rather than historical, it is 
easier to respond quickly to changing condi-
tions. She noted that in her own organiza-
tion, “we have a very dynamic funding oper-

ating model—we see market conditions are 
changing all the time,” and so this approach 
“allows an organization to adapt with agility.”

This adaptability arises because a focus on 
data allows an organization to test different 
strategies and scenarios to determine what is 
truly effective, which, in turn, lends greater 
confidence to decision-making. For instance, 
she said, her own organization now gets in-
formation about donor preferences through 
its social media, and uses that information to 
provide better customer service. 

She noted, however, that making this 
change requires a large cultural shift in the or-
ganization that leadership might be reluctant 
to enact. Being data-driven, she said, means 
there’s significant pressure to achieve results 
in less time, as it tends to accelerate an orga-
nization’s pace, and so “everything seems due 
yesterday.” She also said that powerful per-
sonalities can disrupt more data-driven ap-
proaches due to what she called the “HiPPO 
effect”: the highest-paid person’s opinion. 

“When the data suggests you go this direc-
tion, but the most senior person in the room 
says you go in that direction, do you defer to 
them or do you just go with the data? So that 
always leads to challenges,” she said. 

West observed that a focus on data requires 
a different set of skills. Instead of reporting 

information, much more focus is on analyz-
ing information, meaning that organizations 
will need people keen on doing statistical 
analysis. These people will be essential, since 
making this shift introduces new challenges 
around things like data integrity, quality and 
access. She also warned against the tempta-
tion to spend all of one’s time analyzing data 
without making any meaningful decisions. 

West pointed out that, if data is to be 
meaningful, it must answer the right ques-
tions. For example, while knowing that the 
operating budget is important, it does not 
reveal much about an organization’s overall 
health. Similarly, the amount of money it 
costs to fund-raise “doesn’t speak to the type 
of funding we get: Is it restricted? Unrestrict-
ed? Is there overhead?” 

“These metrics are rather easy to calculate, 
and the data is easily available to us, but I 
don’t think they provide much information as 
to how to run our business or whether we’re 
operating an effective not-for-profit organi-
zation,” she said. 

The questions she is more interested in, as 
the head of a data-driven organization, are 
ones such as, “Are we fulfilling our mission? 
Are we able to meet our obligations when 
they come due? Are we offering the goods 
and services required by our constituents?” 

or “Are we attracting and retaining excep-
tional employees?” Learning to ask the right 
questions, she said, can lead to meaning-
ful answers, even in situations where one is 
swimming in information that can’t be made 
meaningful. 

“It’s important [that] you focus on the 
questions you want answered, focus on the 
data you need,” she said. 

In order to enact the cultural change nec-
essary to become data-driven, she said that 
organizations must start at the top. Leaders 
must support the move, and their support 
can be gained through the use of what she 
called “aha moments” that genuinely improve 
operations. She noted that one such moment 
at her own organization was when it looked 
at exit interviews in order to determine why 
people left. 

“We had a group of senior folks who  
really thought most people were leaving our 
organization because of compensation, but 
the aha moment was they were unhappy 
with their relationship with their manager, 
and so we took that data away and we cre-
ated managerial training for our front-line 
managers,” she said. 

cgaetano@nysscpa.org
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By JOEL LANZ, CPA/CITP, CFF, CISA, 
CISM, CISSP, CFE

Executives and their financial profes-
sionals continue to face challenges 
when dealing with enterprisewide 

technology. No longer relegated to back-of-
fice operations, information and technology 
(I&T) increasingly drive the ability of or-
ganizations to achieve business objectives, 
including serving a prominent role in cus-
tomer relationship management. For many 
businesses, decentralization of technology 
is now the normal practice, with division or 
department leaders encouraged to adapt or 
experiment with technology resources that 
enable them to best achieve their goals, as 
corporate mandates become increasingly 
flexible. 

Some organizations continue to require, 
but may not always enforce, practices to help 
ensure the reliability and protection of the in-
formation processed. Others view information 
as an asset and require protections to safeguard 
the information as they would physical assets. 
Unfortunately, especially for small and midsize 
enterprises (SME), the cost of identifying ap-
propriate governance practices can be burden-
some, and the availability of skilled profession-
als, limited. Yet they face the same challenges 
as their larger competitors. 

Technology-related governance, risk and 
assurance professionals recognize COBIT 
(Control Objectives for Information and 
Related Technologies) as an important 
framework that helps them address evolv-
ing digital challenges. Typically, frameworks 
provide professionals with a vendor-neutral 
structure, processes and tools to cost-effec-
tively resolve business challenges. COBIT, 
an information and technology framework 
created by ISACA, a nonprofit global as-
sociation once known as the Information 
Systems Audit and Control Association, 
achieves this objective by incorporating 
good practices from various industries and 
organizations of all sizes. 

COBIT acts as an umbrella framework 
in that it incorporates other standards (e.g., 
those of the International Organization for 
Standardization (ISO), the Information Tech-
nology Infrastructure Library (ITIL), and the 
Committee of Sponsoring Organizations of 
the Treadway Commission-Enterprise Risk 
Management (COSO-ERM)) into its guid-
ance, enabling users to address multiple stan-
dards and expectations. Since it is a framework 
and not a standard, users are able to adapt the 
guidance to best suit their needs and size.

Despite its benefits, some practitioners 
were disappointed with the previous ver-
sion of COBIT 5, released in 2012. Re-
quired evolutions in the framework to ad-
dress international standards, along with 
more robust assessment guidelines and the 
attempt to incorporate other ISACA-relat-
ed publications into one framework, posed 
challenges to some practitioners who also 
thought COBIT 5 to be too cumbersome. 
SMEs were especially disappointed, as the 
SME-focused Quickstart, introduced in 
COBIT 4, was not updated for the new 

version. Both larger and smaller compa-
nies relied on the popular maturity level 
descriptions to initiate risk management 
discussions and facilitate the development 
of risk appetite statements—describing the 
amount and type of risk that they would be 
prepared to pursue, retain or take—and they 
were disappointed when these features were 
not included in COBIT 5.   

COBIT 2019 resolves many of these is-
sues and provides a practical tool for grap-
pling with the increasingly complex chal-
lenges faced by organizations today. The 
framework comprises four volumes: Intro-
duction and Methodology, Governance and 
Management Objectives, a design guide and  
an implementation guide. You can find out 
more about COBIT 2019 at isaca.org/CO-
BIT/Pages/default.aspx.

Many organizations, especially SMEs, 
will find that the Introduction and Meth-
odology guide serves as a great orientation 
to both the framework and the thought 
process—including executive buy-in—re-
quired. Financial executives will find the 
effort similar to the experience of develop-
ing a business plan that sometimes requires 
tough discussions and analysis in order to 
select actions that would best enable the 
organization to achieve its goals. As the 
authors of COBIT write, “COBIT does 
not make or prescribe any IT-related de-
cisions. It will not decide what the best IT 
strategy is, what the best architecture is, or 
how much IT can or should cost. Rather,  
COBIT describes all the components that 
describe which decisions should be taken, 
and how and by whom they should be tak-
en.” (COBIT 2019 Framework: Introduction 
and Methodology, p. 13)  In other words, to 
make the right decisions, you need to un-
derstand what you are deciding on and the 
components that can influence the success 
of the decision’s outcome. 

A recommended series of steps
I recommend the following path for 

organizations looking to adopt COBIT 
2019, especially SMEs that are new to the  
COBIT ecosystem. References are from the 
Introduction and Methodology volume chap-
ter. Each chapter is just a few pages long.

1. Start with the first two chapters, which 
will familiarize you with the new version and 
the expected role of specified stakeholders.

2. Go to Chapter 9, which provides you 
with an overall risk management strategy for 
introducing the framework into your orga-
nization. Adapt as needed.

3. Chapter 3 provides a very brief in-
tro and is worthwhile for those new to  
COBIT.

COBIT 2019: a practical enterprise  
information and technology framework

x TECHNOLOGY

4. Chapter 4 introduces COBIT’s com-
ponents. You can start with section 4.4, 
which discusses focus areas, and appreciate 
that SMEs have been included in these ar-
eas. Section 4.5, which covers design fac-
tors, is where you will begin to appreciate 
how COBIT gets tailored to fit your orga-
nization’s profile and objectives. There are 
11 factors, each supported by appropriate 

charts to help you get started. The analyt-
ically inclined will appreciate section 4.6, 
where representative metrics are provided 
for business-focused goals supported by 
technology.

5. Chapter 5 provides a brief explanation 
for each of the 40 objectives covered by the 
framework.

6. The performance objectives in Chap-
ter 6 are the reincarnation of the wide-

ly popular maturity guidelines used in  
COBIT 4 but not in COBIT 5. My clients 
have found these guidelines to be particu-
larly useful in attempting to quantify tech-
nology risk—both form a tolerance and 
benchmark level. For many practitioners, 
including me, this section differentiates 
COBIT 2019 as a practical framework 
from the pass/fail approach of others (e.g., 
ISO and, in many cases, COBIT 5).

7. Finally, Chapters 7 and 8 discuss how 
to customize the framework for unique or-
ganizational needs.

The remaining three volumes provide 
detailed support material to implement and 
adapt. To maximize the framework’s bene-
fits, adapt it to what works for you and your 
organization. For some, this may include 
selecting a few higher-priority objectives 
and experimenting with the results.

Joel Lanz, CPA/CITP, CFF, CISA, 
CISM, CISSP, CFE, is the sole propri-
etor of Joel Lanz, CPA P.C., and a visit-
ing assistant professor at SUNY College 
at Old Westbury. He is a member of the  
NYSSCPA’s Technology Assurance Commit-
tee and the CPA Journal Editorial Adviso-
ry Board.
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FMA has worked in tandem with auditors and 

their nonprofit clients to optimize systems, 

improve workflows, and ensure the adoption of 

updated policies and procedures...

All of whiAll of which contribute to stronger nonprofits and 

audits that are easier on everyone! 
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Visit www.fmaonline.net, call 212-931-9112 or email 

info@fmaonline.net to find out how we can work 
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“Some practitioners were disappointed in 
the previous version, released in 2012. ... 
COBIT 2019 resolves many of [its] issues. ”
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x RISK MANAGEMENT

Indemnification: understanding your risks 
are not necessarily appropriate, with respect to 
the professional services being provided by the 
accounting firm. 

Camico strongly encourages CPAs to take 
great care in reviewing any contracts or agree-
ments containing such language, consider the 
worst possible scenario under the agreement, 
and determine the level of risk their firm 
would be taking on. It’s important, therefore, 
that before they contractually bind their firm to 
an arrangement of this significance, they take 
the time to understand all the implications of 
the legalese in the agreement. Doing so will 
enable them to make an informed decision 
about any terms and conditions that may pose 
a higher standard and/or greater liability to the 
firm than what would normally be anticipated. 
CPAs should make sure that they are comfort-
able with the agreement and the expectations 
that will fall on their firm. They should be pre-
pared to reject the client opportunity if they 
cannot negotiate the terms to their satisfaction. 

Risk management tips 
Before signing these types of agreements or 

contracts, CPAs should ensure that their firm 
has considered the following risk management 
steps and adequately provided for the potential 
of additional liability risks: 

• Consult an attorney in your state before 
agreeing to any indemnity clause.

• Push back! You don’t have to accept the 
terms as they are written in an agreement, pre-
printed or not.

• Educate your client regarding the scope 
and limits of your engagement. This enhanced 
awareness may help to convince your client that 
a broad, all-encompassing indemnity clause is 
not appropriate, given the scope and limits of 
the engagement letter. 

• Limit any indemnity and hold-harmless 
conditions in agreements that you sign by 
taking all three of the following key steps: 1) 
add language clarifying that any liability would 
need to be judicially determined by a court of 
competent jurisdiction; 2) specify that the firm 
is responsible only for claims that arise “solely” 
as a result of the firm’s gross negligence or will-
ful misconduct; and 3) confirm that the firm 
will assume no obligation or liability arising in 
whole, or in part, from the client’s own negli-
gence or intentional misrepresentations. 

• Understand the coverage implications of 
the indemnity clause, as this type of provision 
may lead to significant costs to a CPA firm. 
Professional liability insurance policies typical-
ly have an exclusion for claims arising out of 
liability assumed by the firm under a contract, 
unless that liability would have been present 
regardless of the existence of the contract. Be 
wary of contractually binding your firm to 
this added significant exposure; indemnifica-
tion can be costly, especially if the language is 
broadly worded and the clause has you paying 
for all claims, regardless of their merit.

• Consult an attorney in your state if you 
have questions regarding the efficacy and po-
tential exposures to your firm of certain indem-
nification and hold-harmless clauses before 
signing agreements containing such language. 

Hierarchy of risk—questions to consider 
When asked to sign an indemnity agree-

ment, CPAs should ask themselves the follow-
ing questions:

• Who is asking you to indemnify them? 
Most often, you will be asked by your clients 
to indemnify them. Sometimes, a third party 
may ask.

• Why are you being asked to indemnify? 
Determining the answer may provide infor-
mation so that you can suggest an alternative 
that is acceptable to all parties.

• What exposure is the subject of the in-
demnification request? It is almost never ap-
propriate to agree to indemnify your client or 
third party for exposures directly related to the 
client’s obligations to you. For example, any re-
quest that provides indemnity for your client’s 
failure to accurately and timely inform you of 
information necessary to complete your work 
is very risky and not appropriate. On the other 
hand, client requests for indemnity for expo-
sures unrelated to your professional services are 
far less risky. For example, clients may ask for 
indemnity for risks arising as a result of your 
personnel being in the client’s offices (e.g., slip 
and fall, damage to property, etc.). We often 
see large corporations, municipalities and other 
governmental entities making such requests.

• Is the indemnity request limited? A broad 
blanket indemnification, again, is almost nev-
er appropriate. Remember, unless specifically 
limited, an indemnification does not require 
you to be negligent in order to trigger your 
duty to indemnify. On the other hand, indem-
nification agreements limited to exposures in 
which you are judicially found negligent and 
the sole cause of the loss create very little addi-
tional exposure to you.

• What insurance issues need to be consid-
ered? By far, the most important insurance is-
sue to consider is the impact of your acceptance 
of indemnification on your professional liabil-
ity insurance. Before you agree to any indem-
nification, check with an attorney in your ju-
risdiction or with your insurance company. The 
other insurance issue to consider is the extent 
to which you can protect against the indemni-
ty risk through other insurance. For example, 
many business owner policies (BOP) address 
the premises risk exposure from your personnel 
being in the client’s offices. If you cannot insure 
against the risk created by the indemnification, 
you must consider fee or exposure leverage. As-
sess the size of the indemnity risk versus your 
fees. If the indemnification exposure is much 
greater than your fees, your risk increases, and 
the reward is limited.

If you are still considering the indemnity 
request after asking these questions, consult 
your legal adviser. Never decide on your own. 
Indemnification law varies by state, so this risk 
discussion does not address every possible issue 
or solution on a per-state basis.

Suzanne M. Holl, CPA, is senior vice pres-
ident of loss prevention services with Camico 
(www.camico.com). With more than 28 years 
of experience in accounting, she draws on her 
Big Four public accounting and private indus-
try background to provide Camico’s policyholders 
with information on a wide variety of loss pre-
vention and accounting issues.

For information on the Camico program, 
call Camico directly at 800-652-1772, or con-
tact Dan Hudson, Chesapeake Professional 
Liability Brokers, Inc., 410-757-1932.

By SUZANNE M. HOLL, CPA

CPA firms are experiencing an uptick 
in clients trying to embed indemnifi-
cation or hold-harmless clauses in var-

ious agreements with the firms. Many of the 
clauses are inappropriate for CPA services or 
are overly broad, even to the point of shifting 
all liability to the CPA firms. Here are some 
considerations to weigh before agreeing to any 
such clauses.

Indemnification and hold-harmless claus-
es dictate the degree of liability of each party 
and the extent to which each party takes on 
or shifts risk. Certain courts have found that 
hold harmless is not distinct and is the same as 
indemnification, while others have found the 
duty to hold harmless is broader than indem-
nification, as it also requires protection against 
liability. 

For example, an indemnity clause typically 
states that one party agrees to “indemnify” the 
other party. To indemnify a party is to absorb 
the losses if something you (the “indemnitor”) 
do, or fail to do, causes the other party to ex-
perience loss, damages or even a lawsuit from 
a third party. CPAs are being pressured more 
and more by their clients to take on the “in-
demnitor role” and to agree to such language in 
engagement letters, nondisclosure agreements 
(NDA), business associate agreements under 
the Health Insurance Portability and Account-

ability Act (HIPAA), and other agreements 
that may be executed between CPAs and their 
clients.

Most people would support and agree with 
the concept that if a mistake is made that re-
sults in damage to someone else, the party that 
made the mistake should be held responsible 
to “make it right.” What “making it right” looks 
like, of course, will depend on the facts and cir-
cumstances of a particular situation. 

How this translates to the CPA-client rela-
tionship can be troublesome, given that some 
of the indemnity and hold-harmless clauses, 
as written, are extremely broad, and there may 
be many contributory components to the un-
derlying facts and circumstances that should 
go into the assessment of determining actual 
“fault.” For example, did the CPA solely con-
tribute to the cause of the damage as a result of 
his or her negligence, or did the client or one 
of its representatives contribute, in part, to the 
underlying cause of the mistake? 

Many of the indemnity or hold-harmless 
clauses embedded in CPA-client agreements 
attempt to shift all liability from the entity to 
the CPA firm, and include broad language that 
extends the CPA firm’s responsibilities to more 
than just the professional services being per-
formed. Such agreements, including NDAs, 
may be boilerplate agreements that clients use 
for all independent contractors. As such, they 
contain many legal conditions and caveats that 
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By CHRIS GAETANO
Trusted Professional Staff

New York State Assembly Member 
Richard N. Gottfried (D-Manhat- 
tan), the chair of the Assembly 

Committee on Health and the author of the 
state’s medical marijuana bill, said the debate 
around the cannabis industry has moved on 
from whether to allow it to how the industry 
should be structured and regulated. 

Speaking at the Foundation for Account-
ing Education’s Cannabis Conference on 
Dec. 11, Gottfried said this development 
represents a sea change in attitudes toward 
cannabis products within both major po-
litical parties. One reason for the change 
is that people realized that “civilization did 
not end” when small amounts of the drug 
were decriminalized in 1977, nor did it end 
when the state passed the medical marijua-
na law in 2014. The other reason, he said, is 
simple capitalism. 

“The big factor—certainly in Republican 
attitudes—was certainly capitalism: Once 
the marijuana business was not a matter of 
hippies but hedge-funded major corpora-
tions, the attitude in the state Senate [which 
has historically been dominated by Repub-
licans] changed considerably,” he said. 

Gottfried said that over the many hear-
ings the Assembly has held on this topic, 
and the numerous listening sessions the 
governor has held throughout the state, 
“there is virtually zero substantive oppo-
sition for adult use [of cannabis] in New 
York.” The state of cannabis discourse be-
ing what it is, Gottfried said that the debate 
about whether to allow a legal marijuana 
industry for both medical and nonmedi-
cal needs is “pretty much over.” In fact, he 
said, Gov. Andrew Cuomo planned to in-
clude a measure legalizing cannabis in his 
next budget, only a short time after he had 
previously demonstrated heavy resistance to 
allowing even just medical use. 

Right now, he said, the discussion is al-
most entirely around how the industry 
should be structured. 

One option is to model it after the al-
cohol industry, which is highly fragmented. 
He said that alcohol producers in New York 
cannot have an ownership stake in alcohol 
distribution, such as restaurants and super-
markets (with some exceptions for things 
like craft breweries and vineyards). This, 
he said, is why Budweiser can be found 
at nearly any bar but does not, itself, open 
bars. Modeling the cannabis industry after 
alcohol, then, would mean having next to 
no vertical integration. Such an approach, 

he said, could lead to smaller businesses 
playing a bigger role, versus large corporate 
players. 

At the opposite end, others are advocating 
for the industry to be run similarly to how 
the medical cannabis industry works today 
in New York. As opposed to the alcohol in-
dustry, Gottfried said that the medical can-
nabis industry, by law, must have complete 
vertical integration, meaning it needs to own 
every aspect of the business, from produc-
tion to transportation to distribution. So, 

for example, medical marijuana companies 
must use their own production facilities to 
make their own product, which must then 
be transported using their own drivers who 
transport it to their own stores. The compa-
ny would not, for example, be able to hire 
an outside trucker. He admitted that it was 
“weird,” and that there is no other sector of 
the economy that demands such a degree of 
vertical integration, especially since, in many 
other industries, such a structure would not 
be tolerated by regulatory authorities. 

“Try to own a car company and a car 
dealership, and see what happens,” he said. 

The two main proponents of vertical in-
tegration are the medical marijuana regis-
try organizations and major investors, who 
want the industry to be dominated by very 
big companies, he said. He added that or-
ganized labor actually favors this approach, 
as well, explaining that the statute autho-
rizing medical marijuana had mandat-
ed the use of union labor. He also said it 
appears that unions believe that it’s easier 

to organize one big company versus many 
smaller ones. 

There’s also the question of who gets to 
be in the industry. He said that there has 
been substantial advocacy from communi-
ties of color arguing that the people who 
had been damaged by years of marijuana 
criminalization should have the opportuni-
ty to get into the business, which Gottfried 
thought was reasonable. The current statute 
provides, “Registered organizations shall 
not be managed by or employ anyone who 
has been  convicted  of any felony of sale or 
possession of drugs, narcotics, or controlled 
substances.” 

Finally, he said, there are questions about 
how the medical marijuana program would 
interact with full legalization. Companies 
in the medical world, he said, are concerned 
that they will not be able to survive in a 
full-use world. There is also a debate on the 
degree to which marijuana sold as a medi-
cal product should be produced in a medi-
cal environment and be distributed only by 
health care providers. Drawing an analogy, 
he said that if his doctor told him that red 
wine would be good for him, it doesn’t mean 
that he would need a prescription to buy a 
bottle. This question, in turn, plays into an-
other question about what insurance will or 
will not cover, with Gottfried saying that 
Medicaid would most likely not pay for his 
bottle of wine. 

Through it all, though, Gottfried point-
ed to the importance of motivation when 
it comes to thinking about the cannabis in-
dustry in New York, saying that it’s about 
more than just having fun. This was why he 
tended to use the term “adult use” instead of 
“recreational use.”

“I say adult use, not recreational use, be-
cause the whole legislative enterprise is not 
about helping people have a better time at 
parties,” he said. “It is really about getting 
rid of the criminal superstructure [disrupt-
ing] thousands of lives every year.” 

cgaetano@nysscpa.org

x CANNABIS CONFERENCE

Assembly Member Gottfried: Debate on  
legal cannabis now about ‘how,’ not ‘whether’ 

New York State Assembly Member Richard N. Gottfried speaks at the Cannabis Conference.

Zachary Gordon, chair of the NYSSCPA's 
Cannabis Industry Committee, and chair 
of the Cannabis Conference.

Participants on the panel “Should I Take This Cannabis Client?”  
From left to right: Jason A. Hoffman, Mitzi Hollenbeck, Larry 
Lipman and moderator John V. Pellitteri.

Partipants on the Cannabis Conference panel on legal and operations issues. 
From left to right: Karl Kispert, Peter A. Metz, Daniel T. McKillop, Pasquale 
Rafanelli and moderator Robert M. Bernstein.
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Trusted Professional Staff

With cannabis businesses unable 
to take the kinds of deductions 
any other firm would take for 

granted, Peter A. Metz, a principal at Grassi 
& Co., speaking at the Foundation for Ac-
counting Education’s Cannabis Conference 
on Dec. 11, said that firms must understand 
IRS Code Section 280E in order to avoid a 
massive tax bill. 

Despite cannabis being legalized in many 
states, the federal government still considers it 
a Schedule I controlled substance. Because of 
this designation, the law does not allow can-
nabis industry firms to claim business expense 
deductions, unlike nearly every other business. 
A cannabis company, for example, cannot de-
duct advertising, insurance, marketing, rent, 
repairs, salaries, state taxes, utilities and many 
other expenses. The only item that such busi-
nesses can deduct is cost of goods sold, which 
is governed by Section 280E. 

“Why do we care? If we don’t, we will face 
a large tax burden if we don’t maximize cost 
of goods sold,” Metz said. 

He explained that one should use IRS 
Code Section 471—which concerns inven-
tories—in order to calculate cost of goods 
sold. However, Metz also stressed the im-
portance of keeping up to date with tax 
court case law, which further refines what is 
and is not deductible. 

For example, in the case Olive v. Com-
missioner, a business sold both cannabis 
products as well as non-cannabis-related 
amenities. The company claimed business 
deductions, arguing that its non-cannabis 
offerings meant that it was not solely deal-
ing in controlled substances, and so was not 
subject to 280E for the non-cannabis prod-
ucts. This argument was not convincing to 
the judge, however. 

 “The problem was the taxpayer provid-
ed those amenities for free. ... So the court 
ruled that both activities were combined as 
a single cannabis activity, subject to 280E,” 
said Metz. 

This is in contrast to another case, Cal-
ifornians Helping to Alleviate Medical Prob-
lems (CHAMP), Inc. v. Commissioner, which 
involved a caregiver organization that also 
happened to sell cannabis. Patients smoked  
the cannabis in a special room away from 
other patients. In this case, the court sided 
with the organization, as the caregiving was 
ruled to be a separate business expense from 
the cannabis, since that was not considered 
the primary business. This ruling meant that 
the organization could indeed split its busi-
ness into the part that deals in controlled 
substances, which cannot claim deductions, 
and the medical caregiving business, which 
can. 

However, a more recent case, Alterman v. 
Commissioner, held that there are limits to 
what non-cannabis can be separated out. 
The case involved a business that sold can-
nabis as well as non-cannabis products, and 
wanted to separate out the latter half for tax 
purposes. The tax court ruled against them, 
however, because the non-cannabis products 
being offered were drug paraphernalia, such 
as pipes and bongs. “The result was [that] 
the sale of pipes and paraphernalia comple-
mented the business of cannabis sales, and 
therefore was considered part of the canna-
bis business,” said Metz. He added that the 
owners were also penalized for very sloppy 
bookkeeping. 

Finally, a case that was decided at the 
end of November added proportionality to 
factors in determining whether a company 
can separate out non-cannabis aspects of 
its business. The case, Patients Mutual As-
sistance Collective Corporation d.b.a. Harbor-
side Health Center v. Commissioner, involved 

what Metz said was one of the largest mar-
ijuana dispensaries in the country, with over 
$25 million in sales last year. The company 
decided to apply the more broadly based 
Section 263A for calculating cost of goods 
sold, instead of Section 471, as it also sold 
non-cannabis therapeutic products. The 
court ruled against the company, Metz said, 
as the non-cannabis components of the 
business were a small fraction of its overall 
activity and so were considered incidental. 
The court said that, despite the non-canna-
bis-related products and services, this meant 
it was functionally a cannabis company and 
therefore subject to Section 471.

Metz said that, as time goes on and the 
industry gains more acceptance throughout 
the country, he expects that Section 280E 

will eventually be overturned. He noted that 
a Schedule I drug is defined partially by its 
not having any accepted medical use. Since 
New York and other states allow medical 
cannabis, this implies that these states do 
see the substance as having medical value, 
and so, therefore, do not consider it to be 
a Schedule I drug. Over time, he said, the 
Food and Drug Administration will likely 
approve cannabis’s use on a federal level, 
which would then release it from its Sched-
ule I designation. 

“But in the meantime, we have to comply 
with 280E,” he said.  

cgaetano@nysscpa.org

Speaker addresses tax implications of Sec. 280E, 
which bars cannabis business expense deductions

Peter A. Metz speaks at the Cannabis Conference on the topic “IRS 280E and How to Manage 
Your Client’s Tax Burden.”  

sources for compiling figures from the illic-
it market. Estimates for illicit sales are often 
based on plant confiscations by the Drug En-
forcement Administration and the Depart-
ment of Homeland Security. The plants are 
converted into pounds, and then estimates are 
based on the average price per pound. Karnes 
said he has been tracking that information 
since 2012. 

Positive developments
Karnes cited several recent positive devel-

opments in the industry, including the legal-
ization of cannabis in Canada as of Oct. 17, 
and the tremendous amount of capital en-
tering the industry. In addition, he said, the 
2018 Farm Bill will allow for cultivation of 
industrial hemp and the sale of CBD (can-
nabidiol) in all 50 states. (The Senate passed 
the Farm Bill on the day of the conference, 
and the House of Representatives passed it 
the following day.)

Karnes also cited the following positive de-
velopments in the industry:

• The Trump administration has announced 
that it will allow each state to make a deter-
mination about marijuana laws. “If they were 
going to shut it down, they would have done 
it already,” Karnes said. He noted that a bill 
introduced into the Senate—the STATES 
(Strengthening the Tenth Amendment 
Through Entrusting States) Act—would, if 
passed, decriminalize cannabis nationwide.

• Former Speaker of the House John Boeh-
ner and former Massachusetts Gov. William 
Weld have joined the board of directors of 
Acreage Holdings, a cannabis investment 
company.

• Canadian cannabis company Canopy 
Growth Corporation is now listed on the 
New York Stock Exchange.

• Canadian cannabis companies Tilray and 
Cronos Group have listings on the Nasdaq.

• Alcoholic beverage company Constel-
lation Brands, Inc., has increased its stake 
in Canopy Growth to 38 percent, after buy-
ing shares worth 5 million Canadian dollars 
(CA$5 million).

• Altria Group, Inc., which owns tobac-
co company Phillip Morris, has taken a 45 
percent stake in Cronos, after buying shares 
worth CA$2.4 million. 

• The Food and Drug Administration 
(FDA) has approval the epilepsy drug Epid-
iolex, which is significant because it’s based 
on CBD from the cannabis plant. Previous 
FDA-approved drugs, such as Marinol, were 
synthetically created.

With regard to investment opportu-
nities, he said they are divided between 
plant-touching operations and ancillary op-
erations. Plant-touching operations include 
cultivation, processing, manufacturing and 
retail. Those operations cannot be listed on 
U.S. stock exchanges. Ancillary operations 
include lab testing, data analytics, delivery 
services, agriculture technology and profes-
sional services (such as accounting and legal 
services). Some of these services are listed on 
U.S. markets.

Karnes said the infused product market, 
which includes edibles, is gaining significant 

market share and now represents 30–50 per-
cent of revenues, as smoking has grown more 
unpopular because of health concerns.

Still, Karnes acknowledged that the indus-
try faces many challenges as long as marijuana 
remains a Schedule I drug on the federal level, 
the same classification as heroin or LSD.

“I can tell you that I have never spoken at 
a heroin or LSD conference,” Karnes said.  
“[That’s how] how ridiculous that law is.”

He noted that the Section 280E tax bur-
den can yield an effective tax rate as high as 
80 percent, which is why cannabis companies 
need to maximize what they can claim as cost 
of goods sold. (In a separate session, Peter A. 
Metz provided details about complying with 
280E. See the story above.)

Banking also remains an obstacle for the in-
dustry, said Karnes. Most of the major banks 
do not want to become involved because it re-
quires a great deal of oversight. There are cur-
rently 111 credit unions that work with can-
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nabis businesses, and there are 486 financial 
institutions, up from 412 at the end of 2017. 
In Colorado, he said, one credit union, Part-
ner Colorado Credit Union (PCCU), main-
tains 32 percent of all marijuana deposits. 
But there have also been 15,363 account 
terminations in the past year, which occur 
when depositors conceal that accounts are 
being used for the cannabis industry and 
banks discover the truth. He said that, fre-
quently, as one account opens, another clos-
es. Only 14 percent of marijuana business-
es have bank accounts, he added; many of 
them conceal the nature of their business, a 
practice he strongly advised against.

Disruption in medical use sales
Karnes said that notable trends include a 

continued disruption in medical use sales, 
as the recreational use market comes into 
play. In Colorado, he said, patient counts 
have been coming down since recreational 
cannabis became legal, as have revenues. He 
has seen the same trends in Nevada, Oregon 
and Alaska. Most states with recreational 
use have been merging the two markets, but 
Colorado still maintains a bifurcated mar-
ket. He also said it has become more dif-
ficult to become a cultivator because of the 
growing costs and the declining wholesale 
price of the plant. 

Using Colorado as a case study, he said 
that the industry took five years to reach 
maturation. While sales increased over that 
period, and the state benefited from “can-
natourism” when it was the only state with 
recreational use, sales have flattened in 2018.

Karnes then turned to New York state, 
where medical marijuana was legalized 
in 2015. He said the program started 
slowly, with limited products, limited  
licenses and qualifying conditions. There 
hasn’t been a lot of doctor participation 
in the program, he said, and there are 
only about 83,000 patient card holders, 
who represent about 3.4 percent of the 
addressable market, that is, patients with 
diseases that cannabis can treat. He noted 
that recreational use has a good chance of 
passing in 2019. (See page 9.)

Other conference sessions included the 
following:

“Cannabis and the Blockchain”
Compliance can be a difficult and 

time-consuming task, but Derek Abdeka-
limi and Nicholas Shook, the founders 
of the firm Cannaledger, said that block-
chain—the technology undergirding digital 
currencies such as bitcoin—can make the 
process much easier for cannabis business-
es. Abdekalimi said he’s happy that states 
are coming around to recognize the need to 
legalize and regulate cannabis. On the oth-
er hand, he’s wary of states collecting data 
from cannabis businesses in one centralized 
location. He said this is where blockchain 
can help: “We want to use blockchain to de-
centralize the information. We don’t want 
the state to store it all but, collectively, we 
can store it all.”

“Legal and Operations Issues Panel: 
Practical Applications”

In a discussion moderated by Robert M. 
Bernstein, a partner at Grassi & Co., pan-
elists discussed the challenges of running a 
cannabis business, including some unique 
to the industry, such as the difficulty of val-
uation, defending trademarks when feder-

al protection is unavailable, and defending 
against “hacktivism” by industry opponents. 
On the panel were Karl Kispert, a princi-
pal in the Cyber and Information Security 
Practice at Grassi & Co.; Metz; Daniel T. 
McKillop, counsel at Scarinci Hollenbeck; 
and Pasquale Rafanelli, valuation senior 
manager at Grassi & Co.

“Cannaquiz”
The panelists/contestants in this game 

show, based on “Jeopardy!” were Jason 
A. Hoffman, senior manager at Janover 
LLC; Mitzi Hollenbeck, co-founder and 
practice leader of the Cannabis Advisory 
Group at Citrin Cooperman; and Larry 
Lipman, founder and CEO of eXPO. With  
NYSSCPA Digital Editor Zach Simeone 
serving as emcee, they answered questions 
such as: “What percentage of Americans 
currently support legalizing marijuana in 
some form?” (answer: 62 percent) and “Ap-
proximately how much revenue did Col-
orado collect in 2017 from cannabis taxes 
and licensing fees?” (answer: $247 million). 
The panelists then answered questions from 
the audience about compliance challenges, 
focusing on such topics as the role of local 
governments, which control where dispen-
saries are located; negotiating banking reg-
ulations; and the importance of CPAs and 
lawyers collaborating on compliance issues.

 “Should I Take This Cannabis Client?”
In a discussion moderated by John V. 

Pellitteri, a partner at the Cannabis Ser-
vice Practices at Grassi & Co., panelists 
stressed that it takes many hours to attain 
expertise in the industry; it’s not something 
that CPAs can do part-time. On the panel, 
again, were Hoffman, Hollenbeck and Lip-
man. Hollenback said that the  first thing 
CPAs should do is establish an acceptance 
procedure for clients. Some questions she 
said she often asks are: “Are they working 
with a cannabis attorney that we know? 
Do they have a bank? What are they doing 
about their compliance piece? Have they 
thought through those things” She stressed 
that CPAs have to be “absolutely flexible” 
and “ready to pivot at any moment.” 

“Investing in Cannabis”
This session began with a role-play-

ing exercise called “Spark Tank,” in which 
four NYSSCPA volunteers—Social Media 
Coordinator Leah Gay; Marketing and 
Communications Manager Onyi Atanmo, 
NYSSCPA Director Rumbi Bwerinofa- 
Petrozzello and Digital Editor Zach Sim-
eone—assumed the identity of cannabis 
industry executives and made presentations 
seeking investment capital for particular 
cannabis enterprises: seed-to-sale software, 
security services, a Las Vegas dispensary 
and vaping pens. Playing the role of the in-
vestors were Zachary Gordon, the chair of 
the Cannabis Conference and the founder 
of CH3 Ventures, LLC; Robert D. Birn-
baum, president of Peartree Trading LLC, 
who has a substantial investment back-
ground; and Peter McGough, who has been 
active in raising capital for both recreational 
and medical cannabis. The trio offered their 
candid assessment of each of the pitches. 
Following the exercise, the panelists took 
questions from the audience about invest-
ment considerations. 

rsingleton@nysscpa.org
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Society’s Winter Rooftop Party
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me. It took many years, but I did serve 
as the first woman chair of the audit 
committee.  In addition, I was invited 
to serve on the board of a bank  and  

was also the first woman to become 
chair of the bank’s audit committee. … 
I was always treated very courteously, 
but I think, somehow, to earn respect, 
it takes a little more for the women in-
volved, and that’s the difficulty wom-
en are facing now. … I think there’s 
still this attitude—and it’s a subtle 
attitude—that you run into many 

times: You have to prove your worth, 
that you’re as good as the guys. It 
was what may have been described 
years ago as a good old boys’ network. 

So then, how did you respond to this 
attitude?

Here’s the thing: Having just served 
as president of the NYSSCPA, I  
had the current knowledge. I came 
in with the understanding of what 
Sarbanes-Oxley was all about, I had 
the understanding of what  the new 
rules were about. It was the same 

thing with the bank: I was bringing 
my perspective, my public company 
experience, to the bank, which was 
growing and was going to have to 

comply with new rules and regula-
tions. I understood those. If you can 
bring your knowledge and impart it 
and do it in a way that can generate 
discussion, if you can help be part of 
the discussion, I think that can help 
women be an integral part of a group, 
even though they are the minority in 
that group.

A young woman just out of college, 
about to start her first accounting 
job, asks you for advice on how to be 
a successful professional. What do 
you tell her?

Obviously, you have to know your 
“stuff ”; you have to be concerned 
about the fact that your profession-
al knowledge is very well honed, but  
also, I would say, understanding firm 
dynamics is really critical because you’re 
going to be working with the vari-
ous types of personalities that people 
have. This is part of becoming a good 
communicator—understanding people 
and their psychology and the sociol-
ogy of the community you’re in, and 
the group dynamics that occur. Part of 
that is understanding how the pecking 
order works and understanding that a 
pecking order is not by itself terrible; it’s 
just the fact that you’re coming in as a  
beginner. I must say that my involvement 
on the Board of the New York State So-
ciety of CPAs and my committee work  
have been invaluable, in this regard.

cgaetano@nysscpa.org

No matter how much we plan for a bright tomorrow,  
the future always remains uncertain. If your loved ones 
ever find themselves in dire circumstances, are you 
prepared to step up?

Through the NYSSCPA Member Insurance Program, 
you can make sure you’re there for them when they 
need you most.

When they count on you to 
protect what matters most

Rise to the occasion
Visit nysscpainsurance.com/protect to  
learn more or start your application process. 
To speak directly with an insurance  
specialist, call 800.342.6501.

They’re counting on you.

182006-02-NYSSCPA-AP-MAG-PAD

Past Presidents
Continued from page 4

“I would say understanding firm dynamics is really critical 
because you’re you're going to be working with the various 

types of personalities that people have. This is part of becoming 
a good communicator—understanding people and their 

psychology and the sociology of the community you’re in ... .”  
—NYSSCPA Past President Jo Ann Golden     
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Taxpayer advocate: IRS 
has 81% false positive 
rate for refund fraud 
By CHRIS GAETANO
Trusted Professional Staff

National Taxpayer Advocate Nina E. 
Olson, speaking at the Foundation 
for Accounting Education’s IRS 

Practice and Procedures Conference on Dec. 
7, said that the IRS is in dire need of a new 
fraud-filtering system, as the current one 
has a false positive rate—the proportion of 
returns that the IRS marked as potentially 
fraudulent but, in fact, came from legitimate 
taxpayers—of 81 percent. 

“We’ve talked to experts, and a ballpark 
[average] for false positives is 50 percent,” she 
said. “That’s still high, but you don’t want to  
let fraud go on. You need balance. But if you 
have 81 percent, there is something funda-
mentally wrong with your filters. You’re stop-
ping everyone, basically saying that everyone 
is suspect and we’ll figure it out later ... you 
need people who can resolve this and sort the 
information out quickly, and neither of those 
things are happening.” 

Yet this was just one issue among what Ol-
son felt were deeper systemic problems in the 
IRS filing system. She illustrated by talking 
about the most recent filing season. She ex-
plained that when the IRS receives a return, 
especially if it’s requesting a refund, it’s run 
through an income-matching system that 
compares the information on the return to 
W-2s and 1099s connected with that taxpay-
er. If the information matches, the IRS releas-
es the return and issues the refund. If there is 
no W-2 or 1099, then the return is set aside 
and retested with the next database update. 

Olson said that in 2018, however, the 
system broke down on two levels. First, the 
IRS did not receive a lot of W-2s and 1099s 
by Feb. 15—the earliest it was able to send 
out refunds—and so a lot of returns were 
held back. Second, this fact was supposed to 
have been addressed by the return recycling 
process the following week, but this did not 
happen, so “all those returns went into a black 
hole.” No one at the IRS was aware that this 
had happened until her own office was del-
uged with calls regarding late refunds, with 
the number of people calling about this issue 
growing by 287 percent from January to Oc-
tober. Once her office began receiving these 
calls, the IRS investigated and found out that 
the returns were not being recycled back into 
the income-matching system. This meant that  
the IRS would need to manually recycle the 
returns and manually upload incoming W-2 
and 1099 data as it arrived. This had spillover 
effects that affected the rest of the IRS. 

“If you have manual work, what do you do? 
You turn to the phones, to the people pro-
cessing correspondence; ... you take someone 
off there and put them on uploading this 
manually to get refunds out,” she said, adding 
that it wasn’t until the middle of July that “the 
IRS got through all the returns that had gone 
through the black hole to figure out if it was 
a legitimate return or something we needed 
to freeze.” 

She said that, in order to avoid a repeat of 
this year’s breakdown, the IRS has switched 

to getting daily, rather than weekly, data up-
dates from the Social Security Administra-
tion, so that there will be less chance that a 
return will go unmatched for too long, which 
she said solves at least part of the problem. 

“We haven’t solved the problem of wheth-
er the filters are overselecting, ... so you’re not 
tormenting legitimate taxpayers who have to 
wait and wait and wait and wait,” she said. 

She also said that the IRS had introduced 
changes to the private debt collection pro-
gram, as a result of her feedback. She said that 
her office had done a study that found that 
private debt collectors targeted mostly low-in-
come taxpayers who likely would not be able 
to pay, which was evidenced by a higher de-
fault rate than IRS collections agents report-
ed. She said that IRS regulations require the 
agency to release the levy if a taxpayer cannot 
afford basic living expenses, though she add-
ed that the private collectors don’t have access 
to the databases that would tell them wheth-
er this was the case for the taxpayers they’re 
calling. So she asked the IRS commissioner 
to exclude from private debt collection those 
people on supplemental security income and 
disability income, as well as those whose low 
income makes them unable to pay for basic 
living expenses. She said the commissioner 
agreed to the former but not the latter. 

“The people who are home answering the 
phone are low income and the elderly and the 
disabled. If you or I get a call from a number 
we don’t recognize, we never pick up. So it’s 
the most vulnerable people who are the ones 
picking up, and that is why they are the ones 
getting into [improper] installment agree-
ments,” she said. 

On the collections side, she said that her 
office has also pushed for the IRS to create 
an economic hardship template that agents 
could refer to when dealing with taxpayers. 
It would allow them to look at the taxpayer’s 
income and compare it to what, under that 
income, would be allowable living expenses. 

Olson also talked about her concerns re-
garding the IRS field audit program. She said 
that the percentage of audits that call for no 
changes is between 35 and 42 percent. This 
means that the IRS wasted time and money 
on the audit, and the taxpayer wasted time 
and money on a CPA to deal with the audit 
35 to 42 percent of the time.  

In addition, Olson talked about the re-
source issues at the IRS, and why she didn’t 
find its arguments that compelling as to why 
it cannot take action on certain issues. 

“By the time you finish telling me why you 
can’t do this thing, you probably could have 
done the thing,” she said. “And I’m at the 
point where I’m very sympathetic where re-
sources [are needed] for the kinds of IT stuff 
we need to bring us into the 21st century. ... 
But I’m really at the point now, when I get 
back the response saying, ‘We don’t have re-
sources,’ [that I want to say,] ‘Just lock six re-
ally smart people in a room for three months 
and they can find a solution that can free up 
50 people for the rest of their lives. Let’s fig-
ure out what we can do in this situation.’”

cgaetano@nysscpa.org

x IRS PRACTICE AND PROCEDURES CONFERENCE

Questions? Contact Lauren Biggers,  
at lbiggers@nysscpa.org

“25% of mentees and 28% of mentors  
received a raise—versus only 5% of 
managers who were not mentors.” 

–Forbes

 
nysscpa.org/mentormatch 

BE A MENTOR  
or

FIND A MENTOR

Building Connections, Advancing Careers
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By CHRIS GAETANO
Trusted Professional Staff

After seven years of work, the Sus-
tainability Accounting Standards 
Board (SASB) has released a 

set of final, codified standards meant to 
guide investors seeking nonfinancial data 
related to where a company stands in re-
lation to environmental, social and gov-
ernance (ESG)-related concerns. David 
Parham, the SASB’s deputy director of 
research, explained the intentions behind 
the new standards and the board’s plans 
for the future, at an event hosted by the  
NYSSCPA’s Sustainability Committee at 
the Society’s Manhattan offices on Dec. 6. 

Parham noted that there are many dif-
ferent sustainability reporting frameworks 
available already, such as those of the 
Global Reporting Initiative and the In-
ternational Integrated Reporting Coun-
cil. The SASB standards, however, are the 
only ones developed specifically with in-
vestors—and only investors—in mind, in 
contrast to the more wide-ranging stake-
holder populations considered by other 
organizations. The SASB decided to ori-
ent its standards this way because, accord-
ing to Parham, while there is a huge mar-
ket demand for ESG information, there 
remains “a disconnect between how well 
companies feel they are communicating 
their ESG-related performance and how 
investors feel the information quality is 
for them on incorporating that into their 
actual decision-making process.” This, he 
said, has to do with companies trying to 
communicate to too many different audi-
ences, such as “community representatives 
or government audiences.” 

“It’s a different communication style, 
specifically for investors. … Investors are 
used to receiving data in their investment 
decision-making processes. The exist-
ing communication channels to get from 
companies to investors were not filling the 
need in how to receive this information in 
a useful format, and that’s really where the 
SASB comes in,” he said. 

To address this shortcoming, he ex-
plained, the SASB developed its standards 
with a certain set of tenets in mind. First, 
the standards must pertain to financial-
ly material matters that directly relate to 
corporate value creation, so that they’ll be 
be decision-useful. Second, they need to 
be cost-effective for the companies to re-
port in the first place. Third, they must be 
industry-specific, as “not all sustainability 
issues will be material in every industry; 
the issues an oil and gas company needs 
to manage might be very different [from] 
what an apparel company needs to man-
age.” Finally, they must be evidence-based 
and transparent in their approach. 

Like other standards, the SASB codifi-
cation has a number of metrics that would 
need to be calculated. He said that these 
metrics need to fairly represent perfor-
mance, be useful to investors, be applicable 

to the company or industry, be comparable 
between companies, be verifiable, and be 
aligned with how the industry generally 
manages or approaches the topic, with no 
“judgment in the measurement.”

In order to develop the standards in 
this way, Parham said the SASB consulted 
heavily with members of the investment 
community, who informed the organiza-
tion on what sustainability aspects they 
did and did not care about, which some-
times ran counter to the SASB’s initial 
assumptions. 

“Back in the provisional phase of the 
standards, we had research suggesting 
water waste efficiency was material in the 
biopharmaceutical industry. … When we 
went to consultation, though, the market 
told us resoundingly that is not the case, 
and that it should be removed,” he said, 
adding that whenever the core audience 
tells the SASB that it has gotten some-
thing wrong, “we review our research with 
them and ask them to help us understand 
where we went wrong.” 

Despite the diverse concerns of inves-
tors across different industries, Parham 
said that the goal is to have a standardized 
approach to reporting ESG performance 
that is on par with financial reporting. 

“Just as financial performance data is 
standardized as per financial accounting 
standards, whether FASB [Financial Ac-
counting Standards Board] or IASB [In-
ternational Accounting Standards Board], 
we envision [that] SASB can provide 
standardized nonfinancial data that lives 
alongside standardized financial data, giv-
ing investors a complete picture of factors 
they should consider when making invest-
ment decisions and how that information 
goes from company to investor,” he said. 

Similarly, Parham said that the SASB 
does not conceive of itself as being in 
competition with other sustainability 
frameworks but, rather, in concert with 
them, observing that the board’s standards 
can complement their data. 

The codification of the once-provi-
sional standards into a cohesive code, he 
said, involved synergizing feedback into, 
ultimately, 429 recommended revisions 
across all 77 industry standards. How-
ever, the SASB will not be sitting on its 
laurels, according to Parham. Already, the 
SASB is planning a multiyear revision cy-
cle that will evaluate the implementation 
of the new standards, as well as develop 
a research agenda for future projects. As-
sisting in this effort will be a body of new 
standing advisory boards of subject matter 
experts, such as accountants, investors and 
attorneys. He said the SASB has already 
seated 100 such experts and, ultimately, 
wants to seat 100 more. These bodies, he 
said, will become an integral part of future 
standards-setting projects. 

cgaetano@nysscpa.org

SASB releases finalized  
sustainability standards  
for investors

x SUSTAINABILITY

MAKE THIS  
TAX SEASON 
BETTER
With NYSSCPA  
Member Resources

Wolters Kluwer TaxAware Center 
a $500 value—FREE with your  
NYSSCPA membership. Log in at  
nysscpa.org for access.

Members-Only Technical Hotline  
helps with your toughest questions.  
Call the hotline at 212-719-8309 or 
email technical@nysscpa.org.

Exchange connects you with other 
members online so you can ask  
questions and share solutions.  
Visit exchange.nysscpa.org.

TAX TOOLS

TAKE ADVANTAGE OF YOUR MEMBER  
BENEFITS FOR A BETTER TAX SEASON.
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CPA ROUNDTABLE

What’s something about the profession that you 
learned only after you graduated from college?

CHIMUDI S. EGBUNA  |  Senior Accountant |  Woodbury
The real meaning of busy season, and how much work needs to be done and the hours and dedication you need to get through it—that 

wasn’t something really expressed in classes at college. I don’t just mean January through April, but also September and October. Basically, 
for six or seven months out of the year, you’re working these insane hours. Professors would talk about it, but it’s really something that has to 
be experienced to really understand and appreciate. Internships can do a good job easing you into things—you get a small taste of what’s to 
come, but it can still be pretty intense once you’ve started your career in earnest. But this is just what the career calls for, what the profession 
calls for. Make sure your friends and family understand these demands, and be sure to rest appropriately. 

egbunac@gmail.com

DEBORAH A. KASSIRER  | Internal Audit and Advisory Services Director |  Buffalo
I went to school a while ago, but the big thing I learned is that grad school does a great job of teaching the fundamentals and stressing the 

ability to take on many roles once we graduate; however, I think I really didn’t fully appreciate the wide variety of career possibilities that a 
CPA can have. I think it’s astounding, now that I’ve been in this field as long as I have, how many different paths a CPA can take and the 
many varied roles a person can have. There’s a wide variety of industries—and roles within those industries—that have CPAs succeeding. 
In my own experience, I worked for a Big Four firm at first, but now I work in a hospital as an internal auditor. It’s a pretty exciting and 
rewarding industry, and it’s more than just looking at books. 

deborah.kassirer@roswellpark.org

ILENE L. PERSOFF  | Accounting Professor |  Huntington
One thing that comes to mind is the importance of maintaining relationships, not just with other accountants but with finance, manage-

ment, legal, banking, pension and other professionals. We need to have these relationships so we can understand what it is they are asking for 
when they need us, and we can better understand what we need from them. More broadly, I emphasize to my students the importance of stay-
ing in touch with people in your business classes and accounting classes, because they’re all going to be doing different things after graduation, 
and you may find that you may need that person sometime in the future.

Another thing is thinking about your career direction, particularly whether you want to be a partner sometime in the future. In my graduate 
accounting seminar, I ask how many want to become partners, and many of them never thought about it. Many are so focused on whether 
they’ll have just a job when they graduate versus a career, that it never occurs to them to plan for the long term. But the road to becoming a 
partner can be a long and difficult one, and so if you intend for that to be your ultimate destination, you need to start thinking about that and 
developing a plan for five or six years ahead that is intended to put you on a partner track at the firm.              

   ilpcpa@aol.com

 EVELYN B. YANATOS  | President of a CFO Consulting Company |  Manhattan
What I learned was that there is a wide network of CPAs, and that CPAs are willing to help each other. There are so many industries and 

subspecialty areas a CPA can participate in, and because CPA training is a great foundation for so many other things, it provides a steady set 
of opportunities no matter where you decide to go. Once you have the credential, you’re very marketable, no matter what business you decide 
you want to be in. I even know nurses who worked to pass the CPA exam and now have a successful tax practice in that area. CPAs are always 
in demand, be it for a financial statement audit, tax advice or in a variety of other services.

eyanatos@gmail.com

LENORE C. SANCHEZ  | Audit Supervisor |  Woodcliff Lake, N.J.
Something about the accounting profession that one only learns after graduating college is the significance of the role accounting profes-

sionals play and the impact that they have on a client’s business once they are valued as and considered to be a business partner. Another lesson 
we learn by doing is achieving the status of a trusted adviser in another’s business. Becoming a trusted adviser is not a result of the services one 
provides. It is an outcome of the way in which knowledge is applied, services are delivered and insights are shared. Staying up to date on indus-
try standards and being in the know as far as what is to come gives one the foresight to be proactive. It enables accounting professionals to stra-
tegically prepare their clients for changes that are to come, avoiding what could have otherwise resulted in challenges and possible roadblocks. 
Having these attributes and consistently applying them contribute to being a trusted adviser. Being considered part of client’s team drives 
value and is priceless. Learning how to achieve that goal and actually accomplishing it cannot be learned in school, or ever taken for granted!

lsanchez@pkfod.com

NICHOLAS A. WATKINS  | Tax Supervisor |  Newburgh
My thoughts in college, and the perception of many other nonaccountants, is that CPAs all—and only—do taxes. How exciting can that 

be? While my career path may have taken me into tax accounting, I have found that I do so much more than I could have ever expected to 
know from a classroom.

I’m finding that the most rewarding part of my career is forming and building relationships with my clients and helping them to grow their 
businesses. I never realized that I would have such an opportunity to positively impact the lives of others. In working closely with many business-
es, I feel that I am able to provide them with the advice and expertise necessary to help them be more successful. When you start working with 
a client, you begin to form a personal bond which oftentimes turns into creating a new friend. I become personally invested in the people I work 
with, especially when they put their trust in me to help them. One of the best things I can hear from a client is “thank you.” This isn’t your run-
of-the-mill email signature thank you, but it’s a genuine sense of gratitude for my time and services. I am grateful my career has brought me to 
this point. I truly believe that my line of work gives me the power to help people succeed and ultimately provide them with a better quality of life.

nwatkins@rbtcpas.com
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Nassau
Nassau Chapter 66th Annual  
Installation Dinner
When:  May 30, 6:30 p.m.
Where: Crest Hollow Country Club,  
8325 Jericho Turnpike, Woodbury 
Cost: $110 per person, $1,050  
per table of 10 
Course Code: TBD
Contact: Vivian Levy at VivianLevy1@gmail.com 

Rochester
Rochester Outstanding  
Accounting Student Award Dinner 
When: April 24, 5 p.m.
Where: Oak Hill Country Club,
145 Kilbourn Road, Rochester
Cost: $26 students; $47 professionals
Course Code: 45050903
Register online via PayPal  
 
 

Suffolk
Suffolk Chapter Seven Critical Factors  
of Leadership Intelligence
When: March 20, 8–10 a.m.
Where: Marcum LLP
10 Melville Park Road, Melville
CPE: 2 (specialized knowledge)
Cost: Free 
Course Code: 29085911
Register online or call 800-537-3635

Westchester
Westchester Chapter Annual Golf  
& Networking Event
When: July 23, 11 a.m.–7:30 p.m.
Where: Wykagyl Country Club, 1195 North 
Ave., New Rochelle
Cost:  $375 for lunch, golf, cocktail hour, 
buffet and dessert; $150 for dinner only
Course Code: 45110101
Contact: Jeffrey Schwartz at jschwartz@eba.nyc

CHAPTER NEWS
WWW.TRUSTEDPROFESSIONAL.COM   |   JANUARY/FEBRUARY 2019

CHAPTER EVENTS & CPE

The year 2018 was a great one for 
the Buffalo Chapter. Our dedicat-
ed volunteers made that possible.  

The chapter had several events with fantas-

tic turnouts, both recurring and new to our 
chapter.

Christine A. Learman has been instru-
mental in helping our members plan events 
throughout the year.  She keeps the book-
keeping and finances of the chapter in order 
to help us succeed with both new and recur-
ring events. Without this solid foundation, 
we wouldn’t see the success we have had in 
past years. Mindy R. Elniski started up the 
Buffalo Chapter Career Opportunities in the 
Accounting Profession (COAP) program 
again in 2018. This is a flagship program 
that gives back so much to the communi-
ty, which we are all glad is gaining traction 
again in the chapter. Past presidents James E.  
Gramkee and Bruce M. Zgoda have been 
fantastic resources for me during my first term 
as the Buffalo Chapter president.  They always 
make themselves available whenever I have 

any questions or need help in the chapter.
Edward R. Steele continues to improve 

membership in our chapter with his dedi-
cation. We have seen a direct impact, with 
generally increasing membership as a result 
of Ed’s membership efforts over the years.  
Patricia A. McGrath, Patricia A. Johnson, 
and Edward L. Arcara have been great advo-
cates for the Buffalo Chapter statewide, and 
they also provide insights regarding statewide 
happenings from their many years of volun-
teer experience with the NYSSCPA. Lisa  
Mrkall has contributed to the Buffalo Chap-
ter in prior years as the secretary and current 
year president-elect. We are all excited to see 
her take over the chapter president position in 
the next fiscal year.

Franco Strangis and Deborah A.  
Kassirer help keep in touch with our mem-
bers in industry. They help organize CPE 

events throughout the year, which always have 
a great turnout. Without them, the Buffalo 
Chapter would not have as strong a connec-
tion to, or provide enough value for, members 
in industry. The Buffalo Chapter’s NextGen 
Committee had a fantastic year, hosting 
many well-attended events and, in the fall, 
a first-ever celebration honoring new CPAs 
in the Western New York area who had ob-
tained their license within the past two years. 
Kelly Mandell and Kristen Robillard helped 
make this a reality. This new CPA event was a 
hit with young professionals, and we hope to 
continue it in the coming years.

Buffalo has always had strong leaders who 
strive to further the chapter every year. Thank 
you to all the volunteers for a great 2018 in 
the Buffalo Chapter. It is always a pleasure to 
work with all of you!

kpenner@bonadio.com

By KEVIN PENNER
Buffalo Chapter President 

Rounding out the year in the Buffalo Chapter

An active start to 2019 in the Nassau Chapter

Happy New Year to all our Nassau 
Chapter members. As we move 
forward in 2019, I would like to 

thank all our chapter officers, directors and 
committee chairs for all you did last year. 
Your hard work and dedication gave our 
chapter a great year. Social and networking 
events, charity events, technical events and, 
of course, our Career Opportunities in the 
Accounting Profession (COAP) program 
were all amazing, and your hard work is what 
made them happen. Your continued work 
in the new year will ensure that the Nassau 
Chapter remains a great and active chapter. 

December did not go quietly in the chap-
ter. It was filled with technical events from 
various committees to help members get 
ready for the upcoming tax season, the larg-
est of which was the all-day tax event. I need 
to extend a special thank you to Robert J. 
Schaffer, Robert Barnett and the entire tax 
committee for all the hard work they do for 

this event. Their months of planning do not 
go unnoticed or unappreciated. 

The new year began with our NextGen 
committee hosting its Networking in the 
New Year Event on Jan. 8 at Round 1 En-
tertainment in Hicksville. Our first major 
technical event was probably also our largest 
of the year: our Ethics Event and Annual 
Town Hall Meeting, on Jan. 9. We were 
again honored to have Ernest P. Smith, 
senior partner at Nawrocki Smith LLP, as 
our speaker for this evening. Prior to the 
ethics event, we held our annual Managing 
Partners’ Meeting with NYSSCPA Presi-
dent Jan C. Herringer, President-elect Ita 
M. Rahilly and Executive Director Joanne 
S. Barry. This summit offered the opportu-
nity to hear about the direction and plans 
for the Society, as well as for us to share our 

thoughts and opinions regarding these mat-
ters. The very next night, our Woman’s Focus 
Group held its post-holiday cocktail party 
and shoe drive at the Garden City Hotel. 
On Jan. 31, jointly with the Suffolk Chapter, 
we held our Annual Networking Event for 
accountants and other professionals from all 
over Long Island.  

We hope you will join us for the different 
technical meetings that the chapter’s various 
committees sponsor in the coming months. 

While it is still four months away, please 
save the date of Thursday, May 30 for our 
2019 Installation Dinner at the Crest Hollow 
Country Club. Sponsorships are now avail-
able with discounts for early registration. As 
always your comments, suggestions and ques-
tions are welcome—feel free to contact me. 

aresnick@wmrcpa.com

By ALEXANDER RESNICK
Nassau Chapter President 
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The Staten Island Chapter held its 
annual World of Accounting event 
at the College of Staten Island 

on Oct. 26, 2018. The event is a forum for 
high school students from Staten Island 
and Brooklyn to learn about the accounting 
profession and to hear from accounting pro-
fessionals from academia, government, and 
public and private practice.
 Staten Island high schools participating 

included Monsignor Farrell, Moore Catho-
lic, New Dorp, Notre Dame Academy, Port 
Richmond, St. Peter’s, Staten Island Tech, 
Susan E. Wagner and Tottenville. Also par-
ticipating was Brooklyn’s Fort Hamilton 
High School. A total of 240 students and 
administrators attended.

Opening remarks and introductions 
were made by Staten Island Chapter 
members Dennis N. Annarumma, Cyn-
thia A. Scarinci and myself. Anthony J.  
Campanelli, a partner in the Forensic Ac-
counting area of Deloitte, gave a presentation 
on “Forensic Accounting and Detecting De-
ception.” Campanelli has over 21 years of ex-
perience providing audit, forensic investiga-
tion and litigation services to companies and 
law firms and is a graduate of St. Joseph by-
the-Sea High School in Staten Island. His 
presentation included topics such as fraud 
awareness, questions during an investigation, 
and the investigation process.

A round table discussion featured Daniel 
M.  Carbonella, a partner at Daszkowski, 

Tompkins, Weg & Carbonella, P.C.,  and 
Jane Lvovskiy, a sole proprietor specializing 
in bookkeeping services. Both described what 
led them to a career in accounting and the 
experiences that led to their current positions. 

Former Drug Enforcement Administra-
tion (DEA) financial investigators Thomas 
Ollen and Rich Grosfent described their ex-
periences as DEA agents, how they became 
agents, and the experience needed to secure 
a job at the DEA. Ollen and Grosfent de-
scribed the importance of a financial and eco-
nomic background and how these skills are 
used and applied at the DEA.

Annarumma, an Ernst & Young associate 
partner; Scarinci, an associate professor at 
CUNY College of Staten Island (CSI); and 
John J. Liguori, a former FBI agent, closed 
out the event. Annarumma described the hir-
ing process at EY and what students in high 
school should be doing to get themselves 
ready for the interviewing process facing 
them in the next year or two. A major point 
that he conveyed was the need for students to 
review their social media to ensure that post-
ings will not hurt their chances of securing a 
position at his firm or any other firm. Scarinci 
described the academic requirements need-
ed in order to become a CPA and her role 
as a professor of accounting at CSI. Ligouri  
described his background, including his ca-
reer with the FBI as a CPA and his practice 
today in forensic accounting. He also de-
scribed fraud schemes and how they exploit 
accounting systems.

Each section included a robust ques-
tion-and-answer interaction between the 
students and the presenters.

I was pleased to participate, along with 
many members of the Staten Island Chapter, 
including Dennis N. Annarumma, Daniel 
M. Carbonella, Rosemarie A. Giovinazzo- 
Barnickel, Alfred Grillo, Nicholas J. 
Guastella, Doreen M. Inserra, Gerard J. 
LoVerde, Daniel Lahage, John J. Ligou-
ri, Jane Lvovskiy, Lillian Padula-Cos-
cia, Cynthia A. Scarinci, Sharon Sica  
Costanzo and Charles J. Weintraub.

frankd@fjd-cpa.com

By FRANK J. DeCANDIDO
Staten Island Chapter Treasurer 

Staten Island Chapter 
holds World of 
Accounting event

The Westchester Chapter hosted a Legislative Breakfast on Nov.13 at the Crowne Plaza in 
White Plains, during which New York State Senator Shelley Mayer (D), 37th Senate District, 
presented a legislative update. From left to right:  M. Jacob Renick, Foundation for Accounting 
Education Trustees president-elect;  Shelley Mayer; Gwendolyn Horn, Westchester Chapter vice 
president.

Westchester Chapter 
hosts Legislative 
Breakfast 

Staten Island Chapter members at the World of Accounting event. From left to right: Frank 
DeCandido, Gerry LoVerde, Cynthia Scarinci, Rosemarie Giovinazzo-Barnickel, Nicholas 
Guastella and Dennis Annarumma.

Follow us on Twitter twitter.com/nysscpa

Connect with us on LinkedIn linkedin.com/company/nysscpa/

Watch us on Instagram instagram.com/nysscpa

Join us on Facebook facebook.com/nysscpa
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MANHATTAN/BRONX
ACCOUNTING
3/21
Practical Approaches to Implementing the New 
Lease Accounting Standard
AC/2, AU/2 34181911, 35181911 (W)
FAE Learning Center
Business Learning Institute
$169/$269

3/21
Revenue Recognition: Practical Approaches  
to Implementation
AC/2, AU/2 34183911, 35183911 (W)
FAE Learning Center
Business Learning Institute
$169/$269

3/22
Accounting Six Pack: Hot Topics in  
Financial Reporting
AC/4, AU/4 34169911, 35169911 (W)
FAE Learning Center
Business Learning Institute
$279/$379

4/25 
K2’s Advanced Excel Seminar
AC/4, AD/4 34172911, 35172911 (W)
FAE Learning Center
K2 Enterprises
$279/$379

5/2
FAE’s Know All of Your Alternative Financial 
Reporting Options
AC/4  21186911, 35186911 (W)
FAE Learning Center
Foundation for Accounting Education
$169/$269

5/9
FAE’s Nonprofit Workshop with Allen Fetterman
AC/5, AU/2, T/1 21173911, 35173911 (W)
FAE Learning Center
Foundation for Accounting Education
$279/$379

5/14
Emerging Trends Conference
AC/2, AD/3, SK/3 25200911, 35200911 (W)
FAE Learning Center
Foundation for Accounting Education
$149/$249

5/21
Forensic Accounting and Litigation Services 
Conference
AC/8  25175911, 35175911 (W)
FAE Learning Center
Foundation for Accounting Education
$335/$435

5/23
SSARS 21 and Nonattest Services: Are You Certain 
You Are in Compliance?
AC/5, AU/3 33177911, 35177911 (W)
FAE Learning Center
Surgent McCoy CPE, LLC
$279/$379

5/28
Integrating Audit Data Analytics into the 
Audit Process
AC/8                 32178911, 35178911 (W)
FAE Learning Center
AICPA
$279/$379/$249/$349

5/30
Race Toward Implementation: Tackling  
the Tough Issues in Adopting the New  
Revenue Recognition Standard
AC/8  33179911, 35179911 (W)
FAE Learning Center
Surgent McCoy CPE, LLC
$279/$379

5/31
Accounting, Audit and Attest Update for 
Practitioners with Small-Business Clients
AC/5, AU/3 33180911, 35180911 (W)
FAE Learning Center
Surgent McCoy CPE, LLC
$279/$379

6/6
Employee Benefits Conference
AC/4, AU/4 25621011, 35621011 (W)
To be announced
Foundation for Accounting Education
$385/$485

ADVISORY SERVICES
4/17
The Eight-Hour MBA: Key Concepts of Adding Value
AD/8  34208911, 35208911 (W)
FAE Learning Center
Business Learning Institute
$279/$379

4/18
Critical Thinking for Finance
AD/8  34171911, 35171911 (W)
FAE Learning Center
Business Learning Institute
$279/$379

4/25 
K2’s Advanced Excel
See course listing under Accounting.

4/26
K2’s Business Intelligence, Featuring Microsoft 
Power BI Tools
AD/8  34209911, 35209911(W)
FAE Learning Center
K2 Enterprises
$279/$379

5/3
NextGen: The Conference for Young CPAs
AD/8   25000911
Midtown Loft & Terrace
Foundation for Accounting Education
$199/$299

5/14
Emerging Trends Conference
See course listing under Accounting.

5/20
Business Valuation Conference 
AD/8  25278911, 35278911 (W)
FAE Learning Center
Foundation for Accounting Education
$335/$435

5/29
Cybersecurity Risk Management  
Program Essentials
AD/8  32210911, 35210911 (W)
FAE Learning Center
AICPA
$279/$379/$249/$349

AUDITING
3/21
Practical Approaches to Implementing the New 
Lease Accounting Standard
See course listing under Accounting.

3/21
Revenue Recognition: Practical Approaches  
to Implementation
See course listing under Accounting.

3/22
Accounting Six Pack: Hot Topics in 
Financial Reporting
See course listing under Accounting.

5/2
FAE’s Enhancing Audit Quality Workshop
AU/4  21181913, 35181913 (W)
FAE Learning Center
Foundation for Accounting Education
$169/$269

5/9
FAE’s Nonprofit Workshop with Allen Fetterman
See course listing under Accounting.

5/15
Studies on Single Audit and Yellow Book 
Deficiencies
AU/8  32174911, 35174911 (W)
FAE Learning Center
AICPA
$279/$379/$249/$349

5/16
Yellow Book: Government Auditing Standards
AU/8  32175912, 35175912 (W)
FAE Learning Center
AICPA
$279/$379/$249/$349

5/17
Annual Update and Practice Issues for Preparation, 
Compilation, and Review Engagements
AU/8  32184911, 35184911 (W)
FAE Learning Center
AICPA
$279/$379/$249/$349

5/22
Advanced Audits of 401(k) Plans: Best Practices and 
Current Developments
AU/8  33176911, 35176911 (W)
FAE Learning Center
Surgent McCoy CPE, LLC
$279/$379

5/23
SSARS 21 and Nonattest Services: Are You Certain 
You Are in Compliance?
See course listing under Accounting.

5/28
Integrating Audit Analytics into the  Audit Process
AU/8  32178911, 35178911 (W)
FAE Learning Center
AICPA
$279/$379/$249/$349

5/31
Accounting, Audit, and Attest Update for 
Practitioners with Small-Business Clients
See course listing under Accounting.

6/5
Employee Benefits Workshop
AU/8  25621012, 35621012 (W)
Site to be announced
Foundation for Accounting Education
$279/$379

6/6
Employee Benefits Conference
See course listing under Accounting.

SPECIALIZED KNOWLEDGE
5/8
Broker/Dealer Conference
SK/8  25558911, 35558911 (W)
Baruch College
Foundation for Accounting Education
$385/$485

5/14
Emerging Trends Conference
See course listing under Accounting.

TAXATION
2/26
Exempt Organizations Conference
T/8  25507911, 35507911 (W)
TKP New York Conference Center
Foundation for Accounting Education
$385/$485

5/23
Estate Planning Conference
T/8  25697911, 35697911 (W)
Citi Executive Conference Center
Foundation for Accounting Education
$385/$485

SYRACUSE
TAXATION
5/30
Financial Planning Series: The Complete Guide  
to IRC Section 1031 Tax-Deferred Exchange
T/8   34659951
Crowne Plaza Syracuse
Werner Rocca Seminars
$279/$379

FAE LISTINGS

AICPA Pricing Schedule
For AICPA-developed courses, the following pricing schedule applies.

If you are:                                                  8-hour course   
A member of both AICPA and NYSSCPA:    $249 
Only a member of the NYSSCPA:                 $279 
Only a member of the AICPA:                       $349 
A member of neither AICPA nor NYSSCPA: $379  
For 4-hour courses, see course description for price information. For details, refer to 
the registration information on nysscpa.org.

According to New York State Regulations, courses may 
only be categorized as the following fields of study for 
CPE accreditation:
Accounting AC
Advisory Services AD
Auditing AU
Ethics E
Specialized Knowledge SK
Taxation T 
Courses that have a concentration in more than one field 
of study are labeled with the quantity of credits that  
apply to each category.

LOCATION
FIELD OF STUDY
Date
Course Title
Field of Study   Course Code   
Site 
Developer
Member Price/Nonmember Price
(W) = Webcast

KEY 
GEOGRAPHIC AREA

The FAE delivers the following professional education programs for CPAs and other financial professionals in all areas of business, including all public accounting practice areas, and those 
working in government, industry and academia, to help satisfy their New York state calendar-year continuing professional education requirements. To search within New York City, refer to 
Manhattan/Bronx. To search within Albany, refer to Northeast. For the most up-to-date events information, visit nysscpa.org or call 800-537-3635. SIGN UP TODAY! 

FOR FEBRUARY 1, 2019, THROUGH JUNE 30, 2019

     



PENALTIES  ASSESSMENTS 

Call Bob Arnold, Jr.

55 Front Street, RVC, NY 11570 | P: 516.678.3300 • F: 516.678.1515 
www.arnoldstandard.com

Do You Have Any of These Issues?

Workers' Compensation 

Independent Contractor Status 

Department of Labor Penalties 

Wages - Hours - Overtime Issues 

Unemployment Insurance Taxes 

NYS DOL UI DIVISION – Manufacturer assessed $212K for UI taxes after 

  exiting PEO.  Arnold Standard results: UI refund of $135K; UI Reserve 

  Account Balance positive $204K. UI Tax Rate lowered from 9.5% to 2.1% on 

  $2MM of annual taxable payroll.  Savings in excess of $600,000. 

US DOL WAGE & HOUR DIVISION– Distributor assessed in excess of 

  $575K for alleged wage and hour violations. Arnold Standard results of appeal: 

  Assessment lowered significantly.  Savings in excess of $300,000.

NYS WCB – Homeowner with Domestic Worker assessed penalty of $50,000. 

  Arnold Standard results of appeal: 

  Settled for $2,500. 

   Savings of $47,500.

NYS WCB – Construction firm 

  assessed penalty of $83,000. 

  Arnold Standard results of appeal: 

  Settled for $3,500. 

  Savings of $79,500.

Can Help!


