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NOMINEES

Fernando 
Almodovar
Child360

Mackenzie 
Chambers
Square Root Financial

Jeffrey Edell
Cinedigm

Judy Bocabeille
Algenist

Darlington Ahaiwe
Woodcraft Rangers

Sarah Marie 
Campbell
Sapphos 
Environmental, Inc.

Dan DeLeon
The California 
Endowment

Melissa Berninger
Allied International

Mark Funk
L&R Group of 
Companies

John Gutierrez
Golden State Bank

Andrew Kim
Direct Lending Investments

Brett Abbey
Mob Scene

Maureen Burke
Account Control 
Technology 
Holdings, Inc.

Matthew Clark
The Cheesecake 
Factory, Inc.

Robert Berman
CASA of Los 
Angeles

Norman Fujitaki
Wilbur Curtis Co., 
Inc.

David Isaksen
CaseStack, Inc.

Phillip Ahn
B. Riley Financial, 
Inc.

Maria Carlson
Pankow Builders

George DiSalvo
Kaiser Foundation 
Health Plan, Inc.

Steven Binder
MannKind Corporation

Brian Gieseler
Heluna Health

Jikun Kim
EMCORE Corporation

Peter Kim
Katzkin Leather, Inc.

Jeanelle Arias
Eureka! Restaurant 
Group

Adam Chiamulon
Global Airtech

Deanna Farnell
Gelt, Inc.

Charlie Borsheim
Keslow Camera

Peter Hovenier
Boingo Wireless

Debbie Kirkland
Velvet by Graham 
& Spencer
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RSM US LLP is the U.S. member firm of RSM International, a global network of independent audit, tax and consulting firms. Visit rsmus.com/aboutus for more information regarding RSM US LLP and RSM International.

We’re up to  
speed, so you  
can go full speed.

SEE CHALLENGES BEFORE THEY’RE CHALLENGING. 

To make confident decisions about the future, middle 
market leaders need a different kind of advisor. 
One who starts by understanding where you want 
to go and then brings the ideas and insights of an 
experienced global team to help get you there.  

Experience the power of being understood.  
Experience RSM.

rsmus.com 
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Alex Ko
Bank of Hope

John Kneisel
Simulations Plus, 
Inc.

John Kuch
Xencor Inc.

Natalie 
Kyriakoudis
Cordoba Music Group

Rick Learman
Elevate Services, 
Inc.

Jamie Lewin
Art Lewin Bespoke

Moises Magana
MedMen

Jang Lee
Joymode 

Doug Lorenzen
Talespin 

Liam J. 
McGuinness
Whittier Trust 
Company

Joseph E. Miller
Griffin Capital 
Company

Frank Moore
CAA Sports

Steve Meilicke
Wedgewood Inc.

Margaret W.  
Minnich
The California 
Wellness Foundation

Wendy Morgan
Cacique Inc.

Randy Niemeyer
The Veggie Grill

Mark Partin
BlackLine

Mark Nelson
Beyond Meat

Marie Nissen
P2S Inc.

NOMINEES

Elaine Paul
Hulu

Laura Azzalina 
Rigali
ILLUMINATE CEO / CFO

Whit Richards
Fullscreen Inc.

Brett Robinson
Picture Head

Dan Roleder
Union Rescue Mission

Bernie La Fianza
Pennylane Center
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Phil Schraeder
GumGum

Marshall D. Smith
California Resources 
Corporation

Tyler Shepodd
WESSCO 
International

Piero Stillitano
Institute for the 
Redesign of Learning

Eugene S. Straub
Children’s Institute

Caryn Bookman 
Wernecke
Ad.net, Inc

Ben Stilp
Los Angeles Area 
Chamber of Commerce

Jesse 
Timmermans
Revolve

Angela Yadegar
Hudson & Marshall 

NOMINEES

Griffin Capital
H E L P I N G  Y O U  A C H I E V E  M O R E  W I T H 
A LT E R N AT I V E  I N V E S T M E N T S

www.griffincapital.com
©2018 Griffin Capital Company, LLC

Congratulations to Joseph Miller, 
CFO of Griffin Capital, and to all of 
the 2018 CFO Awards nominees. 

Griffin Capital is proud to be a sponsor of the 
12th Annual Los Angeles Business Journal CFO Awards.
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Congrats to all the 
amazing CFOs honored 

at this year’s LABJ  
CFO of the Year Awards!

hioscar.com/business
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By BRAD MARKOFF

Before Congress created Real Estate Invest-
ment Trusts, or “REITs,” in 1960, invest-
ments in commercial real estate were only 

available to institutions and wealthier individ-
uals. The introduction of REITs allowed small, 
mom and pop investors to access these financial 
opportunities. 

To qualify as a REIT, an entity—which can 
be a corporation, trust or even a limited liabil-
ity company—must comply with a number of 
technical requirements set out in the Internal 
Revenue Code, including: it must (i) pay at 
least 90 percent of its taxable income to share-
holders; (ii) derive most of its income from real 
property; and (iii) must be widely held.

Property historically owned by REITs were 
fairly traditional in nature, such as apartments, 
hotels, shopping malls, retail stores, office build-
ings, warehouses, or industrial facilities. How-
ever, recently the REIT structure has been used 
more creatively to consolidate and finance less 
traditional property types, such as cell phone 
towers, billboards, timber and agricultural 
lands, transportation and energy infrastructure, 
data centers, and single family homes.

The move by creative property owners and 
developers, financiers, and lawyers to utilize the 
REIT structure for more non-traditional prop-
erty types has grown after the Internal Revenue 
Service (IRS) recently clarified the meaning of 
permissible types of income derived from “real 
property.” Prior to the recent IRS pronounce-
ments, the Code defined real property as “land 
or improvements thereon, such as buildings or 
other inherently permanent structures thereon 
(including items which are structural compo-
nents of such buildings or structures).” Howev-
er, the Code did not go into much detail as to 
the meaning of these terms. The IRS’ revised 
guidance provides a more detailed framework 
for analyzing whether assets would qualify as 
real property for purposes of the REIT provi-
sions of the Code.

Under the new guidelines, “real property” 
is defined as land and improvements to land; 
land includes superadjacent water and air 

space, and natural products and deposits that 
are unsevered from the land. Improvements to 
land include “inherently permanent structures” 
and their structural components; an inherently 
permanent structure is any permanently affixed 
building or other permanently affixed struc-
ture. Affixation may be to land or to another 
inherently permanent structure and may qualify 
by weight alone. If the affixation is reasonably 
expected to last indefinitely based on all the 
facts and circumstances, the affixation is con-
sidered permanent. Furthermore, to be consid-
ered to be an inherently permanent structure, 
the asset must serve a “passive function” that 
contains, supports, shelters, covers, protects or 
provides a conduit or route as compared to an 
“active function” that serves to manufacture, 
create, produce, convert, or transport, which is 
more akin to equipment.

The guidance provides that typical inher-
ently permanent structures include a variety 
of building types, such as houses, apartments, 
hotels, motels, enclosed stadiums and arenas, 
enclosed shopping malls, factory and office 
buildings, warehouses, barns, enclosed garages, 
enclosed transportation stations and terminals, 
and stores. 

Less traditional asset types recognized by the 
IRS as being inherently permanent structures 
include the following distinct assets, if perma-
nently affixed: microwave transmission, cell, 
broadcast, and electrical transmission towers; 
telephone poles; parking facilities; bridges; 
tunnels; roadbeds; railroad tracks; transmission 
lines; pipelines; fences; in-ground swimming 
pools; offshore drilling platforms; storage struc-
tures such as silos and oil and gas storage tanks; 
stationary wharves and docks; and outdoor 
advertising displays.

For asset types not specifically listed in the 
guidance, the determination of whether an 
asset is an inherently permanent structure is 
based on all the facts and circumstances. In par-
ticular, the following factors must be taken into 
account: (i) the manner in which the distinct 
asset is affixed to real property; (ii) whether the 
distinct asset is designed to be removed or to 
remain in place indefinitely; (iii) the damage 

that removal of the distinct asset would cause 
to the item itself or to the real property to 
which it is affixed; (iv) any circumstances sug-
gesting the expected period of affixation is not 
indefinite (for example, a lease that requires or 
permits removal of the distinct asset upon the 
expiration of the lease); and (v) the time and 
expense required to move the distinct asset.

The examples provided in the guidance 
highlight the distinctions between permanent 
assets and therefore qualifying assets, and those 
that are not. 

For instance, certain parts of solar energy 
installations qualify as real property and cer-
tain parts do not. The mounts that hold the 
solar panels are real property because they are 
permanently affixed to the land and difficult to 
remove, while the solar panels that generate 
the electricity would not be considered real 
property because they are easily removed from 
the mounts. Likewise, energy pipeline transmis-
sion systems are treated as real property because 
they act as conduits for the delivery of gas that 
are permanently affixed to the land. The iso-
lation valves, vents, and pressure control and 
relief valves, would also be deemed to be real 
property because they cannot be removed with-
out rendering the pipeline transmission system 
inoperable.

Data centers, including its electrical sys-
tems, telecommunication infrastructure, heat-
ing and cooling systems, integrated security 
and fire suppression systems, and racks for the 
computer servers, all of which comprise a series 
of interconnected assets integrated into the 
building, constitute real property. Traditional 
and digital billboards operated by outdoor 
advertising companies can qualify as being real 
property, whereas advertising placed on buses or 
bus shelters and benches do not qualify as they 
are easily removed.

Certain governmental permits or licenses 
can create permissible “leasehold interests” in 
real property such as cell towers affixed to the 
land or to other buildings. Leases of agricultural 
land to a farmer/tenant to cultivate the plants 
and to harvest the crop is a qualifying asset. 
Leases of Marina boat slips connected to docks, 

in turn affixed to land, are considered to be 
leases of real property.

Even a large “indoor art sculpture” weighing 
5 tons and placed in the atrium of an office 
building could be deemed to be real property, if 
the building floor was constructed specifically to 
hold the sculpture.

In another example of a creative use of the 
REIT structure, Thompson Coburn recent-
ly assisted a client, the Los Angeles based 
Inception Companies, in creating a REIT (the 
“Inception REIT”) to provide capital solutions 
for the difficulties faced by legal cannabis-cen-
tered businesses in financing their operations. 
Inception REIT will operate as a hybrid REIT 
that both owns and leases industrial and ware-
house facilities operating as greenhouses for the 
cultivation of cannabis by state licensed oper-
ators, and also provide loans to such operators 
secured by the underlying real property.

A significant benefit of operating as a REIT 
is the favorable tax treatment afforded under 
the Code, including the ability to deduct the 
amount of dividends it pays to its shareholders 
from its income. In addition, REIT shareholders 
have the added benefit of a 20% deduction for 
dividend payments they receive from the REIT 
under Section 199A of the Code, implemented 
in The Tax Cuts and Jobs Act that became 
law on December 22, 2017. Due to a variety of 
uncertainties concerning the ability of private 
equity funds to take full advantage of Section 
199A, many private equity funds—particularly 
funds that make investments in the form of 
loans—are exploring the feasibility of  convert-
ing to REIT structures.

The IRS’ recent guidance for determining 
whether particular assets qualify as “real prop-
erty,” coupled with the favorable tax attributes 
of REITs, should encourage businesses to think 
out of the box and explore creative ways to 
utilize a REIT structure to improve their access 
to sources of capital and further their business 
goals. 

Brad Markoff is a Partner with Thompson Coburn 
LLP. For more information, visit  
thompsoncoburn.com

New Guidelines Expand the Reach of REITs
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The Accounting and Information Systems programs 
at CSUN’s David Nazarian College of Business and 
Economics enable students to pursue successful 
careers in their fields and make connections with 
firms in their fields, including Big Four, mid-tier, 
regional and local organizations.

CSUN’s top-ranked Volunteer Income Tax 
Assistance (VITA) Clinic allows student 
volunteers to provide free tax preparation to 
thousands of low-income taxpayers in Los 
Angeles County.

• Top 25 Schools for National Recruiting – KPMG

• One-third of partners of the top 100 accounting firms in Los 
Angeles are CSUN Nazarian alumni

• More than 100 firms and companies actively recruit CSUN 
Nazarian Accounting and Information Systems students
upon graduation

• Meet the Firms is the largest career fair for Accounting and 
Information Systems students in Southern California with more 
than 70 firms in attendance

• Ernst & Young Center for Careers in Accounting and Information 
Systems provides students with career and job search counseling, 
networking opportunities with firms, on-campus interviews, career 

planning and training for the recruitment process 

• Ranked No. 1 VITA site in Southern California (among 389 sites)

• Ranked No. 2 VITA site in California (among 976 sites)

• Ranked No. 1 VITA site in California among academic institutions 
(474 academic institutions)

• Ranked No. 1 VITA site No. 2 nationwide among academic
institutions (474 academic institutions)

CSUN.EDU/BUSECON
(818) 677-2455
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By JOE BRUSUELAS

As the United States inches perilously closer 
to a three-front trade war with its NAFTA 
trading partners, the EU and U.K., China, 

Japan and most of the economies situated along 
the Asian supply chain, the initial costs of the 
first few rounds of the prolonged trade spat are 
coming into view. Those costs will be concen-
trated in a number of critical industrial ecosys-
tems. If the tariff policy is fully implemented, 
the costs will likely exceed $1.3 trillion with 
risk of a much greater hit to the U.S. economy 
than many are currently anticipating, and a pre-
mature end to the business cycle.

To date, the Trump administration has 
imposed roughly $105 billion of import taxes 
across the three large trade blocs and supply 
chains. Since retaliation in the early portion 
of the trade spat has been tit-for-tat, the addi-
tional $105 billion in global retaliation brings 
the early total hit on the U.S. economy to $210 
billion.

So far these estimates have yet to show up in 
the hard economic data and have appeared only 
as anecdotal evidence in industry sentiment 
surveys and soft data. Even so, the impact of 
trade policy will begin to appear in the Septem-
ber and October U.S. economic data, especially 
in manufacturing, durable goods and retail, as 
well as in the third-quarter gross domestic prod-
uct (GDP) report to be published on Oct. 26—
just days before the U.S. congressional election.

If the administration follows through on all 
currently available tariff lines for import duties, 
the hit to the U.S. economy would be closer 
to $655 billion. Assuming continued in-kind 
retaliation, this would bring the total estimat-
ed impact to the economy to $1.31 trillion, 
excluding the possible effect of currency fluctu-
ations and competitive currency devaluations. 
Our base case presented last year indicated that 
setting tariffs on all available imports is the 
demarcation point when a trade spat becomes a 
full-blown trade war.

Large, active multinational businesses are 
better prepared to endure the first few rounds 
of a trade spat than middle market companies. 
They typically have government affairs, cus-
toms and trade employees on their payrolls.

ON THE BRINK OF A TRADE WAR
If a full-blown trade war breaks out, the 

hit to the U.S. economy will be large and dif-
ficult to quantify, given uncertainty over how 
financial markets would react to the use of 
financial weapons and competitive currency 
devaluations. Recent depreciation in the value 
of the Chinese yuan, either due to the inability 
or unwillingness of the Chinese government 
to support the value of its currency, implies we 
may be closer to a trade war than is commonly 
acknowledged by the government, the corpo-
rate sector or investors.

In our core scenario—a limited trade spat 
that ends before a spillover into the financial 
sector—the costs to the United States are lim-
ited to near 0.4 percent of GDP between now 
and 2020. If the alternative scenario unfolds, 
involving an intensification of the trade spat 
and what in the 1930s were deemed beggar 
thy neighbor currency devaluations, the hit to 

the domestic U.S. economy would be closer to 
1.8 percent of GDP with some risk of an even 
larger drag, and a possible premature end to the 
positive U.S. business cycle.

This forecast is based on our research that 
indicates an optimal tariff regime (the level 
of tariffs that maximize an economy’s welfare) 
is near 70 percent for the tradeable sector if a 
trade war occurs. While that percentage will 
vary across different industrial ecosystems, 
based on our interaction with U.S. federal 
agencies, we are confident our estimates are 
conservative. In the agricultural industry, for 
example, the optimal tariff rate is likely near 65 
percent, an underlying concern for such a capi-
tal-intensive sector.

For example, China has slapped an addi-
tional 15 percent tariff on imported Ameri-
can-made wine, bringing the total tax to 65 
percent. We anticipate retaliatory U.S. action 
on a range of Chinese imports to equal or 
exceed that level, which would cause damage 
to the U.S. economy and associated industrial 
ecosystems.

EVENT OR NONEVENT?
Importantly, as it stands, the present trade 

spat will not lead to a major macroeconomic 
event. Rather, it will produce a profoundly 
microeconomic supply shock as supply and 
value chains are disrupted and ex-post renego-
tiation of contracts between large and middle 
market businesses becomes the norm as prices 
increase. The potential microeconomic effects 
of the trade conflict are impossible to quantify 
for two reasons: first, the U.S. economy has not 
engaged in a trade war since the 1930s, when 

the United States passed the protectionist 
Smoot-Hawley Tariff Act. Given the advent of 
today’s global supply chains and deep integra-
tion of global financial markets, it is impossible 
with precision to predict the overall microeco-
nomic impact. Second, damage to the economy 
will depend upon the relative elasticities (sen-
sitivity to changes in prices) on both the supply 
and demand sides due to the tariffs, associated 
movements in currency valuations and overall 
financial conditions. If the current conflict 
escalates to a fullblown trade war, businesses 
should expect financial conditions to tighten 
noticeably.

The hit to the economy caused by the taxes 
on imports and exports will spread asymmet-
rically across the industrial ecosystems that 
make up the domestic economy. The major 
damage in the first phase will occur primarily in 
so-called A3 ecosystems: aerospace, agriculture 
and autos. More modestly hit will be the pet-
rochemical industries—plastics, rubber, chem-
icals, mineral fluids and apparel—as well as 
the prepared food and beverage industries. In a 
second, more robust round of a trade war, all of 
those ecosystems would suffer, with the apparel 
and footwear industrial ecosystems likely to suf-
fer a more significant supply shock.

In our previous work on a possible with-
drawal of the United States from NAFTA, we 
noted that a disruption to the North American 
auto supply chain would result in an effective 
tax on all autos produced and purchased in the 
United States, Canada and Mexico of about 
$4,000 per vehicle. The Petersen Institute for 
International Economics estimates that if the 
administration follows through on its threat to 

impose a 25 percent tariff on all auto imports 
and parts, that amount would be about $4,400 
per car, with a total cost to American consum-
ers of roughly $83 billion dollars.

To put it in perspective, the average indi-
vidual taxpayer received a tax cut of roughly 
$2,000 dollars following the 2017 Tax Cuts and 
Jobs Act. The imposition of such a significant 
levy on the import of all vehicles and parts 
would completely erase the gains in disposable 
income associated with the administration’s 
fiscal policy for the roughly 16.5 million auto 
purchases likely to take place in 2018 and 2019.

Based on our discussions with agency and 
administration officials over the past two 
months, it was strongly suggested that busi-
nesses with direct or even indirect exposure to 
the capital-intensive agricultural sector should 
begin thinking about aggressive mitigation 
efforts. This was before the administration 
announced recent plans to pay as much as $12 
billion in relief funds to farmers hurt by the tar-
iffs. Even so, the message of mitigation remains 
the same.

Officials also communicated that middle 
market businesses overall should begin to pre-
pare for a protracted trade conflict. Currently, 
there is no strategic road map for the current 
trade spats and no easily identifiable offramps 
that would signal an 
end to the increasing 
trade frictions.

Joe Brusuelas is Chief 
Economist with  
RSM US LLP.

Tariffs: Assessing the Economic Impact
Middle market to bear 
disproportionate burden of 
adjustment
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calcpa.org

Behind all the numbers,
people are the bottom line.

CalCPA Members. Trusted. Objective.
At the core of sound decision making.
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2018 Los Angeles Business Journal CFO of the Year Awards

CalCPA Members, Successful CPAs 
    and Leaders in the Profession and the Community...
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There’s one thing we can all agree on when 
it comes to health insurance: it’s expensive. 
Last year, employers spent an average of 

7.6% of their total annual budget on employee 
health care costs, which averaged $6,435 for 
an individual plan and $12,865 for a family 
plan per employee. And even with generous 
employer premium contributions, health 
insurance can cost a lot for employees, too.

As a business owner, it’s easy to feel con-
flicted about providing employee insurance. 
You have a budget to manage, and health ben-
efits are a big line item cost. At the same time, 
you care about your staff ’s health and want 
them to be protected in the event of a medical 
emergency. Is it possible to offer health bene-
fits without breaking the bank?

With a little savvy and insider strategy, you 
can keep costs down for you and your employ-
ees – and make sure everyone stays covered. 
Check out these 7 practical ways for employers 
and employees to save money on health care.

TIP 1: SHOP AROUND.
Health insurance prices change every year. 

It’s always a smart idea to see what plans are 
available in your area for the upcoming cover-
age period. You may be able to save money by:

� Switching to a different health insurer. 
Some insurers might increase their rates sub-
stantially year-over-year, while others may 
have a more modest increase (or even decrease 
their rates).

� Changing to a new health plan type (like 
an EPO or HMO, which are usually cheaper 
than PPOs). EPOs have a curated network of 
doctors, but don’t require referrals. HMOs are 
usually built around a single medical system 
and require referrals to see specialists. Both 
types of plans are able to drive cost savings 
with doctors and medical groups – and pass 
along those savings to you.

� Selecting a different set of plan tiers. 
More options are not always helpful – studies 
have shown that employees often over-insure 
themselves when choosing between several 
plans.

TIP 2: OFFER AN HSA-COMPATIBLE PLAN.
A Health Savings Account (HSA) is a 

long-term account an employee sets up to 
pay for their health care expenses. HSAs can 
only be used with specific HSA-compatible 
insurance plans that usually have high annual 
deductibles and lower monthly premiums. 
These types of plans can help you save on 
premium contributions while still providing 
health coverage for your employees.

TIP 3: EXPLORE LEVEL FUNDING.
If you have a relatively healthy employee 

base, level funding might be a good option to 
explore. Level funding is a group health insur-
ance product that behaves like a fully-insured 
product but gives more opportunity for cost 
savings.

Here’s how level funding works:
� You pay a fixed monthly premium into an 

account.
� This money is used to pay claims for 

employee health care.
� If there’s any money left in the account 

at the end of the plan year, it goes back to 
your business.

� If employee claims spending exceeds the 
funds in your account, your health insurer 
covers the difference.

� Talk to your broker to learn more about 
level funding plans available to your business.

TIP 4: PROVIDE A SOLID SET OF PLAN OPTIONS.
Healthy employees who don’t go to the 

doctor often can save money with a lower 
premium, higher deductible plan. Others who 
have ongoing health needs can save money by 
opting for a higher premium, lower deductible 
plan. Make sure to provide a variety of plan 
options so everyone can get the coverage they 
need (without paying for what they won’t 
use).

Ideally, every plan option should include 
benefits like wellness rewards, telemedicine, 
free annual physicals and flu shots, and great 
customer service to keep employees happy and 

healthy year-round.

TIP 5: EDUCATE YOUR EMPLOYEES ON HEALTH 
INSURANCE.

If you don’t understand how insurance 
works, it’s easy to make costly mistakes  
when it comes to choosing and using your 
plan. Educating employees on how health 
insurance works is a low-cost way to help 
them save.

Education can take a variety of different 
forms, including:

� In-office trainings leading up to Open 
Enrollment.

� Easy-to-understand plan and benefits 
materials from your insurer.

� Monthly or bi-monthly emails with edu-
cational health insurance content.

� An in-house or external insurance guru 
employees can go to with questions. This 
could be your HR administrator, an insurance 
broker, or someone else.

TIP 6: GET SMART ABOUT FSAS.
Employees can set aside money to pay 

for health care through a Flexible Spending 
Account (FSA) you set up. They can put 
in money pre-tax from their paycheck and 
decide what health care bills to pay from their 
account throughout the year.

During Open Enrollment, give your 
employees a chance to opt into a FSA, and 
remind your staff to use their FSA dollars 
before they expire at the end of the plan year!

TIP 7: LOOK FOR TELEMEDICINE OPTIONS.
Many health plans now include free or 

low-cost telemedicine options that let you 
talk to a doctor by phone or video instead of 
visiting a clinic in person. For routine medical 
issues such as colds, rashes, UTIs, and pink 
eye, telemedicine can be a great way to get 
treated by a medical professional while saving 
time and money in the process.

This article was provided by Oscar. For more 
information about money-saving health insurance 
options, visit the Oscar for Business page on  
hioscar.com/business for details.

Seven Ways to Save Money on  
Small Business Health Insurance 

With a little savvy and 
insider strategy, you can 
keep costs down for you 
and your employees – 

and make sure everyone 
stays covered.
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Thompson Coburn provides practical, industry-driven advice to meet the needs of its 

clients in business-critical areas of law – all at a remarkable value.

 Securities  |  Corporate & Compliance |  Mergers & Acquisitions  |  Venture Capital

Real Estate  |  Banking & Commercial Finance   |  Private Equity  |  Business Litigation   

Digital Currency  |  Intellectual Property  |  Cybersecurity  |  Business Succession Planning

ARE YOU READY TO RISE ABOVE THE REST?

thompsoncoburn.com
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By MIKE GRANT

Many business issues keep CEOs and CFOs 
up at night, but none may be more preva-
lent or critical than cyber security.

While bigger companies typically make the 
headlines when a breach is discovered, smaller 
firms are also the target of increasingly sophis-
ticated assaults from hackers around the world.

The good news from Marsh & McLennan 
Agency’s 2018 cyber risk report is that C-suite 
and other senior executives of small- to -mid-
size organizations say they are ready and quite 
capable of dealing with or thwarting a cyber-
attack.

However, the findings also suggest that 
many may be overconfident, and key elements 
of their response plan may be lacking. 

KEY FINDINGS
In MMA’s survey of more than 1,100 exec-

utives across North America, most said they 
understand the risks facing their organizations 
and the magnitude of the challenge.

� 78% said they were highly or at least fair-
ly confident that their organization would be 
able to manage and respond to a cyber-attack. 

� 82% said they were highly or at least fair-
ly confident that their organization would be 
able to understand and assess a cyber-attack.

� 60% said cyber security is one of the top 
five risks facing their business. 

But awareness of the risk doesn’t neces-
sarily translate into concrete steps to actively 
manage it. The findings raise questions about 
whether C-suite executives and their team 
members are taking on more cyber risk than 
they realize.

� Only 18% said their organizations have 
developed a cyber incident response plan. 
A common theme in the findings is the gap 
between understanding the risk of a cyber 
breach and having a plan in place to manage 
an incident.

� Less than 40% of participants have per-
formed gap assessments, phishing training, or 
penetration testing. These security practices 
are becoming more common and affordable. 
Some vendors and insurance policies include 
these services.

� 17% are not confident of their organiza-
tion’s ability to manage, respond, and recover 
from a cyber incident. However, organizations 
that took preventative measures were more 
confident in their ability to handle an attack.

� 36% don’t know what their organization 
is doing about cyber insurance. Of the 36% of 
respondents that have cyber insurance, none 
planned to discontinue their coverage.

MINIMIZING THE IMPACT  
WITH CYBER INSURANCE
Even well-prepared organizations  
experience breaches

Thus far in 2018, the 10 largest breaches 
resulted in the unauthorized disclosure of more 
than 1.7 billion records. One of the breaches 
alone involved more than 1.1 billion records.

When breaches of this magnitude occur, 
insurance can reduce the accelerating costs of a 
cyber breach. According to the Ponenom Insti-
tute, which tracks cyber breaches, the global 
average cost of a data breach in 2018 reached 
$3.86 million, up 6.4 percent from a year ago. 

Specialty Cyber/Data Liability (Cyber) 

policies will cover most of the costs of a data 
breach. Because each insurer writes these pol-
icies differently, the quality of coverage can 
vary dramatically. An insurance broker with 
cyber expertise can be an invaluable partner in 
evaluating the options.

The following outlines the major types of 
cyber coverage.

Privacy liability: Covers unauthorized 
access or disclosure of both private-personal 
and business-confidential information

Media and content liability: Covers 
infringement of copyright and trademark, as 
well as personal injuries like libel and slander

Network-security liability: Covers dam-
ages to others if your systems are hijacked, pen-
etrated, or infected

Regulatory action: Covers legal expenses 
incurred for defense against regulators and also 
pays privacy fines where permitted

Network interruption: Pays net profits 
during a period of interruption--after a 12-hour 
waiting period--for logical attack, such as 
DDOS, virus, and hacks.

Cyber extortion: Pays should criminals 
hold your systems hostage or seek to monetize a 
breach via ransom

BREACH EXPENSES
When a breach occurs, there are a wide 

range of expenses. Cyber coverage can cover 
the following: 

� First-party costs to limit losses, comply 
with privacy laws, or to prevent resulting law-
suits

� Conducting a forensic investigation to 

determine the cause of a security or privacy 
event

� Notifying potential victims: printing, 
mailing, advertising, phone-bank support

� Expenses-related to PR, crisis-manage-
ment, or law firms to minimize damage and 
increase trust

� Identity-theft education, credit-file moni-
toring or identity restoration services

� Required breach-response service at the 
insurer’s discretion

While C-suite executives have a greater 
awareness of cyber risk and are purchasing 
cyber insurance, there is a continuing discon-
nect between cybersecurity concerns and tak-
ing steps to prevent or mitigate a cyber-attack. 

Without a proper plan, there could be 

major consequences for a small- to mid-size 
organization.

With offices in Los Angeles and across 
California, Marsh & McLennan Agency helps 
organizations manage cyber risk. MMA can 
put together a comprehensive risk assessment 
for your organization and has access to leading 
providers of cyber insurance. Download Marsh 
& McLennan Agency’s 2018 Survey on Cyber 
Risk at www.MMA-West.com/Cyber-Report. 

Mike Grant is a Principal at Marsh & McLennan 
Agency in the Business Insurance division. With 
over 20 years of experience in the insurance indus-
try, Mike crafts comprehensive risk management 
programs for his clients and specializes in cyber and 
data liability.

CEO Watch: Cyber Security Remains Real Threat, 
Especially For Small- to Mid-Size Firms
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LOS ANGELES BUSINESS JOURNAL 2018 CFO OF THE YEAR AWARD NOMINEE

WENDY MORGAN
CFO, CACIQUE INC.

WWW.CACIQUEINC.COM

Thank you for your leadership and contributions in 
growing our company, your nomination is well deserved.

-  The Cacique® Family
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On Dec. 22, 2017, President Donald Trump 
signed into law the Tax Cuts and Jobs 
Act. The legislation affects taxes for both 

businesses and individuals for 2018 and beyond. 
Here are some key provisions of the tax law 
that you should consider when filing your 2018 
taxes next year.

LIKE-KIND EXCHANGES
You can no longer use personal or intangible 

property for like-kind exchanges. Exchanges 
are restricted to real property and such property 
must not be held primarily for sale.

RESTRICTIONS ON FRINGE BENEFIT DEDUCTIONS.
Businesses no longer can deduct 

entertainment or recreation expenses, nor can 
they deduct club memberships or the cost of a 
facility used for such activities. And employees 
who are not reimbursed for business expenses 
can no longer deduct them.

DEDUCTION OF BUSINESS INCOME
Good news for owners of qualified sole 

proprietorships, partnerships, trusts and S 
corporations: many will be able to take a 20 
percent deduction of their qualified business 
income. To take the deduction, you will need 
to have earned less than $315,000 of taxable 
income if filing a joint return and less than 
$157,500 if filing as single, head of household 

or married filing separately. Consult a CPA to 
be sure you qualify.

TAXES ON ESTATES
The tax reform act doubles the exemption 

for estates compared to previous years. Now 
only individual estates valued at $11.18 million 
or more are subject to a 40 percent estate tax. 
For married couples, the exclusion applies to 
estates valued less than $22.36 million.

NO MORE PERSONAL EXEMPTIONS
The new tax bill eliminates personal 

exemptions for the taxpayer and dependents. 

INCREASE IN STANDARD DEDUCTIONS
Married filing jointly taxpayers now 

can automatically take a $24,000 standard 
deduction (previously only $12,700); whereas, 
heads of households can take $18,000 off 
(previously $9,350) and individuals or married 
filing separately $12,000 ($6,350). For many 
taxpayers, this will mean the automatic 
deduction will cover more than they usually 
claim for typical deductions, including home 
mortgage interest, state and local taxes, medical 
expenses and charitable contributions.

REDUCED PROPERTY & STATE TAX DEDUCTION
The tax reform bill capped the combined 

deduction for state and local taxes, including 

property taxes, to $10,000. Because California is 
a high tax state, many California homeowners 
will find the limitation will not enable them to 
surpass the standard deduction (see above) even 
if they itemize all other deductions. 

ALTERNATIVE MINIMUM TAX
Instituted in 1969, the Alternative Minimum 

Tax was created so that wealthy people could not 
get away with not having to pay taxes because 
of deductions they might take. They (or their 
accountants) had to figure out their federal tax 
both the standard way and under AMT criteria, 
which did not allow certain deductions that 
could be taken under the standard method. 
The taxpayer then had to pay the higher of the 
two tax bills. Unfortunately, the AMT was not 
indexed for inflation. As a result, more and more 
people—not just the well-to-do—found they had 
to pay the AMT.

While the AMT has not gone away, fewer 
people will likely have to pay it compared to 
previous years. That’s because Congress raised the 
exemption amount for taxpayers subject to the 
AMT (e.g., single or head of household taxpayers 
are exempt if they earn less than $70,300 in 
taxable income for 2018). Also, Congress 
indexed the exemption amount to inflation.

ADJUSTMENTS IN TAX RATES
While the number of tax brackets remains 

the same as previous years, the tax rates for 2018 
are lower than for 2017. Rates for this year are 
10%, 12%, 22%, 24%, 32%, 35% and 37%.

TAX PLANNING
The end of the year is only three months 

away. If you have not done so already, you 
should schedule an appointment with your CPA 
to review your tax status and to determine if 
there is anything you can do to legally lower 
your 2018 tax bill between now and Dec. 31. 

TAX CONFERENCE
If you would like to learn more about 

how the Tax Cuts and Jobs Act will affect 
your business, you should attend the CalCPA 
Education Foundation Federal, State, Local and 
International Taxation Conference, Nov. 15-16, 
in Burbank. The conference will discuss federal 
and state tax developments and regulations 
affecting individuals, corporations, estates and 
trusts. For information and registration, go to 
www.CalCPA.org.

Miklos Ringbauer, CPA, 
is first vice president of 
the Los Angeles Chapter 
of the California Society 
of CPAs and a founder 
of MiklosCPA, Los 
Angeles.

Key Items of Tax Reform Law that Will Affect You
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YEARS 
of experience helping thousands of 
businesses and individuals reach their 
financial goals. 

EXPERIENCE YOU CAN TRUST
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KROSTCPAS.COM |ADMIN@KROSTCPAS.COM | (626) 449-4225

ROST
CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS SINCE 1939

Your Success  
is Our Bottom Line
FULL-SERVICE ACCOUNTING & CONSULTING 
 

Woodland Hills Office 
21800 Oxnard Blvd. Suite 1040, Woodland Hills, CA 91367

Pasadena Headquarters 
790 E. Colorado Blvd. Suite 600, Pasadena, CA 91101

Valencia Office 
26650 The Old Road, Suite 216, Valencia, CA 91381

THREE-TIME AWARD WINNER 
Inside Public Accounting
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2018 #1 Fastest Growing Firm 
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In October 1971, Jennie and Gilbert de 
Cardenas immigrated to the U.S. from Cuba. 
Chasing the American dream, Gilbert worked 

odds jobs to support his family until he found 
his opportunity while shopping in a small family 
grocery. They were sampling the grocer’s Queso 
Fresco and after just one taste, Gilbert knew he 
could do better. With only $1,500 in his pocket 
and a big leap of faith, Gilbert began producing 
his own Queso Fresco and, in 1973, Cacique 
was born. Gilbert and his son, Gil, started 

selling cheese 
door to door in 
downtown Los 
Angeles. For 18 
months, Gilbert 
did this with just 

the support of his wife and children before finally 
hiring his first employee. 

In 1973, Cacique opened its first plant in 
Lakewood, CA. Over the next few years, the 
plant moved to several locations in Southern 
California, until ultimately ending up in the 
City of Industry in 1985. As the company grew, 
Cacique continued to invest in technology, 
including pioneering vacuum seal packages that 
first allowed the brand to boast a shelf life 30 
to 45 days longer than that of its competitors. 
To this day, Cacique’s fresh cheese continues to 
have the longest shelf life on the market.

Following a thorough survey about the 

changing consumer to inform the company’s 
evolution, Cacique entered its next era in 2011 
with the decision to invest in English-speaking 
media. Already winning with the Hispanic 
consumer, the brand wanted to reach the next 
generation of Hispanic consumers and non-
Hispanic consumers interested in experiencing 
authentic Mexican food.

In support of this effort, Cacique partnered 
with Aarón Sánchez, an award-winning 
chef, TV personality, cookbook author and 
philanthropist. He is the chef/owner of Mexican 
restaurant Johnny Sánchez in New Orleans, 
and a judge on FOX’s hit culinary competition 
series MASTERCHEF. He co-starred on Food 
Network’s Chopped and Chopped Junior, and he 
is the author of two cookbooks.

Sánchez has partnered with Cacique because 
of his passion for combining contemporary 
Mexican flavor with traditional authentic 
ingredients. He challenges and encourages the 
“at home cooks and foodies” to Go Autentico 
when preparing Mexican dishes, using Cacique 
and its line of authentic Hispanic cheeses, 
cremas and chorizos. 

During this exciting time in Cacique’s 
history, management was evolving and the next 
generation took over. Gil de Cardenas, eldest 
son of Jennie and Gilbert, opened the doors 
to the progression of the company. In March 
of 2010, Wendy Morgan joined the “Cacique 

Family” and she has contributed to its success 
as Chief Financial Officer. In 2016, Cacique’s 
headquarters moved to Monrovia, which is in 
close proximity to the plant. 

Today, Cacique products are distributed to 
over 25,000 retailers across the U.S. and Cacique 
is the leading brand in the Mexican-style 
cheese, cream and sausage category. Cacique is 
among the largest and most recognized Hispanic 
food brands in the U.S. market with strong 
distribution from Boston to Los Angeles, and all 
points in between. Through it all, the Cacique 
team maintains its dedication to the company’s 
values set by the original founders: Family, 
Integrity, Quality and Authenticity.

In 2018, Cacique, Inc. was certified as a great 
workplace by the independent analysts at Great 
Place to Work, an organization that recognizes 
outstanding workplace cultures, and produces 
the annual Fortune 100 Best Companies to 
Work For Best Workplaces lists. Cacique has 

also been recognized by “Hispanic Lifestyle” as 
a Survived & Thrived 2018 honoree, which 
honors Latino/Latina owned businesses of 
various sizes for their ability to navigate the 
challenges of a changing economy.

Cacique supports the community by donating 
food product to local charitable organizations, 
including Help the Children and Navidad en 
El Barrio. Additionally, Cacique participates in 
an annual toy drive with the El Monte Police 
Department and previously sponsored the 57th 
California Assembly District College and Career 
Fair to support local high schools. Beyond its 
local support, Cacique contributes to disaster 
relief outside of the immediate community, such 
as donating to “Convoy of Hope” for Hurricane 
Harvey relief and to Operation Blessings, which 
is an organization that distributes food to low 
income families across the U.S. 

Additionally, the Cacique Foundation 
frequently supports its local community through 
donations to multiple charities and community 
organizations, including Ability First, City 
of Hope, Foothill Family Service, and the 
Carmelite Sisters at Santa Teresita. 

Cacique has always relied on the quality of 
its products for success as it adds new customers 
with a vigorous marketing campaign. The word 
“Cacique” is itself a title for ancient tribal leaders 
in the Americas. This is fitting,as it has become 
a household name across the United States.

Profile of a Company that Does Things the Right Way 

SUCCESS STORY

SPOTLIGHT

With only $1,500 in his 
pocket and a big leap of 
faith, Cacique was born.
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At Green Hasson Janks, 

we help our people

and clients pursue their 

passions, build thriving 

businesses, and create

a better future.

As a strategic and 

trusted advisor, we 

partner with clients to 

transform vision and 

inspiration into tangible 

results.  

Let Us Help You #BeMore.

GreenHassonJanks.com

310.873.1600

Empowering 
Businesses to 

Green Hasson & Janks LLP. All rights reserved. A member of HLB International,
a worldwide network of independent accounting firms and business advisors.

Lina O’Connor
CFO, Tender Greens

Tom Barry
 Managing Partner, GHJ
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*Percentage based on SoCalGas’ 2017 program results. Rebate amounts vary and are based on estimated therms saved annually, and 
limited, by the total install cost of the solar system.
This program is funded by California utility customers and administered by SoCalGas under the auspices of the California Public Utilities 
Commission. Program funds, including any funds utilized for rebates or incentives, will be allocated on a first-come, first-served basis 
until the earlier of the depletion of such funds or December 31, 2018. This program may be modified or terminated without prior notice. 
The selection, purchase, and ownership of goods and/or services are the sole responsibility of customer. SoCalGas makes no warranty, 
whether express or implied, including the warranty of merchantability or fitness for a purpose, of goods or services selected by 
customer. Customers who choose to participate in this program are not obligated to purchase any additional goods or services offered 
by contractor or any other third party. SoCalGas does not endorse, qualify, or guarantee the work of any contractor or other third party. 
Consult your tax professional for specific details of federal tax credits and location incentives for solar water heating. Eligibility require-
ments apply; see the program conditions for details. 
© 2018 Southern California Gas Company. Trademarks are property of their respective owners.  All rights reserved.

BOTTOM LINE – IT’S GOOD 
FOR YOUR BUSINESS

SOLAR WATER HEATING
BRING THE STRENGTH OF THE SUN
INTO YOUR BUSINESS

Join businesses throughout California that are improving their 
bottom line with Solar Water Heating. 

•  Receive rebates that cover up to 80%* of the system’s cost.
•  The system works with your existing natural gas water  
    heater to warm your water in a reliable way.
•  It can help make your business more sustainable
   and ecofriendly.

For more information, visit  

socalgas.com/solar
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With modest economic growth and an 
extended bull market in stocks, is this the 
time for Real Estate Investment Trusts (or 

“REITs”)?

REITS FOR TODAY’S MARKET ENVIRONMENT
“We like what we see on the ground,” Griffin 

Capital Chief Economist, Dr. Randy Anderson 
told Fox Business in August. “Occupancy rates 
are strong, vacancy rates are low, so we’re seeing 
good, strong fundamentals and strong NOI (net 
operating income) growth.” 

Also, REITs are attractively valued. “A lot 
of the REIT market is undervalued, trading 
at approximately two percent below net asset 
value, but you have some companies in the 
retail sector trading double digits below net 
asset value, you’ve got the office sector trading 
at double digits below net asset value and we 
also like industrial, even though it’s trading at a 
slight premium,” said Dr. Anderson.

WIDEN YOUR INVESTMENT OPPORTUNITIES
Investing for your future? Stocks, bonds 

and mutual funds are not your only options. 
To reach your financial goals, you may need to 
go beyond traditional investments. With more 
than 20 years of helping investors build better 
portfolios, Griffin Capital, a leading alternative 
asset manager with nearly $11 billion in assets 
under management, believes real estate should 

be a core holding in the portfolio of every inves-
tor. 

Often seen as hybrid of stocks and bonds, 
real estate has been used by institutional inves-
tors and ultra-wealthy individuals for decades 
to generate consistent income, realize growth 
of capital and to diversify investment holdings. 
While the high costs of buying properties may 
make real estate investing prohibitive for many 
individual investors, REITs offer an efficient 
way to invest in real estate without high capital 
requirements. With REITs, investors also don’t 
have to manage and maintain the properties 
themselves.

WHAT’S A REIT?
A REIT is a professionally managed com-

pany that pools money from investors and uses 
those funds to build a portfolio of income-pro-
ducing properties. Investors that purchase 
REIT shares receive ownership interest in the 
portfolio and receive income (paid monthly 
or quarterly) from rent payments of the leased 
properties and capital gains from the profit real-
ized in property sales.

REITs may purchase various types of prop-
erties, including office buildings, warehouses, 
apartment buildings, healthcare facilities, data 
centers and self-storage facilities. Depending on 
its objectives, a REIT may own just one type of 
property (e.g., office buildings) or it may own 

several types of properties. 

TYPES OF REITS
REITs that purchase properties are known as 

equity REITs, which are the most popular of the 
three varieties of REITs. There are also mortgage 
REITS, which provide direct financing to buyers 
of real estate or purchase mortgage-backed secu-
rities. Mortgage REITs generate revenue from 
the payment of interest from borrowers, which 
are then passed on to investors. A third variety 
are hybrid REITs, which are a combination of 
equity and mortgage REITs.  

REITs can be traded or non-traded. Traded 
REITs are registered and regulated by the U.S. 
Securities and Exchange Commission (SEC) 
and are bought and sold just like stocks on a 
securities exchange such as the New York Stock 
Exchange (NYSE). 

Non-traded REITs are also registered and 
regulated by the SEC. As their name implies, 
non-traded REITs are not bought and sold on 
a securities exchange. Instead, shares are pur-
chased through financial advisors and are gen-
erally less liquid than traded REITs. Non-traded 
REITs are typically priced based on net asset 
value, so do not fluctuate in price with the stock 
market like traded vehicles do. 

In addition, there are also private REITs, 
which also are not traded on a securities 
exchange. Private REITs are not registered with 

the SEC and are generally sold to accredited 
investors. 

POTENTIAL BENEFITS OF REITS
Income is one of the biggest benefits of 

REITs. In this low-yield environment, REITs 
can offer investors high income relative to bonds 
and stocks because the Internal Revenue Ser-
vices (IRS) requires them to pay out at least 90 
percent of their taxable income to shareholders 
annually. Unlike bonds, which typically have 
fixed coupons, REIT distributions to sharehold-
ers have the potential to increase as lease agree-
ments may have annual rent increases built in. 

REITs tend to have low-to-moderate correla-
tion with stocks and bonds, making them effec-
tive in improving portfolio diversification. 

REITs also have certain tax advantages such 
as tax deferral. Depending on the classification 
of the distribution received, taxes may only be 
due on a portion of that distribution. Also, tax 
reform in 2017 effectively allowed investors to 
keep more of the distributions received.

To learn more about REITs and Griffin Capital, 
visit griffincapital.com.

This is neither an offer to sell nor a solicitation of an offer to 
buy securities. An offering is made only by a prospectus. An 
investment in any products offered by Griffin Capital involves 
a high degree of risk and there can be no assurance that the 
investment objectives of the program will be attained. 

Expand Your Investment Options with REITs
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Clarifying and resolving complex issues is what we 
do. How we do it, is what sets us apart from other 
CPA firms. We  deliver value and provide solutions 
that help our clients achieve their goals.
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Fiercely Independent
For more than 85 years

SullivanCurtisMonroe Insurance Services, LLC 
CA Insurance License 0E83670
800.427.3253 | information@sullicurt.com 
sullivancurtismonroe.com
Irvine | Los Angeles | Inland Empire

Since 1931, SullivanCurtisMonroe has 
been California’s leading independent 
regional insurance brokerage firm. SCM 
combines best in class service with 
industry specific coverage solutions for 
commercial insurance, employee benefits, 
risk management, and personal risk 
managment - professionally delivered by 
more than 200 of the most experienced and 
creative experts in the business.
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By ANANT PATEL

ACFO has historically been envisioned as “the 
chief numbers person.” But that role has 
expanded into areas not even imaginable 10 

years ago, and those not evolving their skillsets 
risk being left behind. CFOs are now expected 
to be C-suite/board advisors, giving accurate, 
strategic recommendations based on a broad 
array of data and advanced analytics. They need 
mastery over technology systems and a well-
trained and managed finance staff armed with 
skills that reflect the business’s current and future 
needs. In short, the CFO is not only an editor of 
the organization’s story, s/he must be a storyteller 
as well. 

EVOLUTION OF THE CFO
For decades, CFOs were technical accounting 

experts who viewed the business through the 
owner’s lens. Now CFOs have a critical strate-
gic role as the collector and interpreter of data 
from across the company, which means they 
must touch all aspects of the business – from 
operations to sales to production and beyond. A 
CFO/advisor also needs a good bedside manner 
and strong presence in the boardroom and with 
management. With skills that represent modern 
needs and reflect their company’s complexity 
and industry, today’s CFO needs talents that fall 
into several buckets:

STRONG PERSONAL ATTRIBUTES 
Upgraded CFOs subscribe to a “get-better 

culture” where continuous improvement is 
always top of mind. They promote a collabora-
tive and transparent culture, display emotional 
intelligence and are good listeners. Being able 
to hire, develop, train and lead talent is also a 
necessity in today’s marketplace. Successfully 
managing the finance function at the highest 
level is not just based on skills but is a product of 
the people around them. 

TECHNOLOGY MASTERY 
Successful CFOs need to master the tech-

nology that makes their company and industry 
work. Finance and data collection are directly 
affected by tools like machine learning, artificial 
intelligence, big data and advanced analytics. 
A Forbes‘s article mentions that leveraging AI 
means “CFOs can spend more time focused on 
the organization’s future, analyzing potential 
growth strategies or proactively engaging in busi-
ness development.” CFOs must also be conver-
sant with topics such as the cloud, peer learning, 
communication tools and systems integration. 

A good enterprise financial planning (ERP) 
system is a building block for getting the right 
data at the right time. We had a client investing 
a significant amount of money on a system that 
had issues related to implementation. The proj-
ect was beyond the abilities of their prior CFO. 

As an advisor, we provided guidance on hiring 
an experienced and forward-thinking CFO and 
assisted them by bringing in a third party to 
reevaluate the ERP system implementation and 
in general provide more consultative input to 
the company. This led to better information to 
make decisions and helped them #BeMore as 
they look towards the future. 

ADVANCED DATA ANALYSIS SKILLS 
The CFO has a real opportunity to create 

a structure where the right data is identified 
and flows into a format that provides value-add 
analytics. Modern CFOs should utilizes data ana-
lytics to be descriptive (determining what hap-
pened), predictive (what is likely to happen) or 
even prescriptive (specify the actions necessary 
to achieve predicted outcomes).

ENTREPRENEURIAL MINDSET 
Great CFOs exercise their business expertise. 

They stay current with news in their industry 
and the accounting profession so they can 
understand and anticipate external factors and 
trends. By seeing the bigger picture, moving 
beyond the finance function and looking at 
other departments, they are able to get a deeper 
understanding of the business. They are always 
evaluating systems and processes (e.g., ERP, 
accounting, data management) to make sure the 
company has the right information to extract the 

right key performance indicators (KPIs). This 
entrepreneurial mindset allows them to be an 
early warning detection system of potential issues 
and gives them the chance to provide efficiency 
throughout the organization.

NEXT STEPS
While we also offer typical accounting ser-

vices, GHJ often works with companies to pro-
vide strategic consulting. When leading strategy 
sessions to identifying potential risks and areas of 
interest to position clients for future success, we 
have often been asked to help clients upgrade/
replace their CFOs. The financial world is mov-
ing at a fast pace, and CFOs not adding signifi-
cant value may become obsolete. Having clear 
and transparent financials and good financial 
systems and processes is very attractive to buyers 
and investors, and a strategic CFO is key to that. 
Modern CFOs must have the skills and technol-
ogy expertise to tell a company’s story. It is a tall 
order, but the current state of the industry will 
only get more complex as we look to the future.

Anant Patel, Partner with Green Hasson Janks, has 
over 23 years of public accounting experience and 
leads both the Firm’s Consulting Practice and Trans-
action Advisory Practice and is a member of the 
Executive Committee for GHJ. Anant is the Global 
Chair of the HLB International’s (GHJ’s world-wide 
accounting network) Transaction Advisory Group.

The Changing Role of a CFO: New Skills for Success
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By JONATHAN SIAO, JULIA CHAN, and 
STEVEN DIAZ

One of the more controversial aspects 
of the recent tax reform is that while 
corporations received a generous rate 

reduction (to 21%), rates generally remained 
higher for sole proprietors and owners of pass-
through businesses.

So Congress included a workaround: 
A deduction of up to 20 percent for those 
individual taxpayers to bring their rate down. 
The new Section 199A deduction, which 
eligible taxpayers can start claiming on their 
2018 federal income tax returns, is generally 
available to sole proprietors and business 
owners with pass-through businesses; including 
partnerships, limited liability companies 
(LLCs) and S corporations. The deduction 
also applies to certain trusts and estates. 

That seems like good news for many 
individual taxpayers unless they are considered 
to be engaged in a Specified Service Trade or 
Business (SSTB).

Broadly speaking, an SSTB is any business 
involving the performance of services in 
health, law, accounting, actuarial science, 
performing arts, consulting, athletics, financial 
services, brokerage services, investing 
and investment management, trading or 
dealing in securities, partnership interests or 

commodities or “any trade or business where 
the principal asset of such trade or business 
is the reputation or skill of one or more of its 
employees or owners.” 

In other words, if the success of your 
business or practice depends on you and not 
on something that you sell, you could very 
well be left out of the deduction. We have 
highlighted a few of the key takeaways from 
the proposed §1.199A-5 regulations aimed to 
clarify the SSTB definition:

1. THE “REPUTATION OR SKILL” CATEGORY MAY 
NOT BE SO BROAD AFTER ALL.

The proposed regulations have provided a 
lot more insight into the definition of SSTB, 
especially when it comes to the category of 
“any trade or business where the principal 
asset of such trade or business is the reputation 
or skill of one or more of its employees or 
owners.”

Based on the definition and examples in 
the proposed regulations, this category may 
not be so broad after all and has been defined 
to be much less than it sounds. Per Proposed 
Regulation §1.199A-5(b)(2)(xiv), this 
SSTB category means any trade or business 
that consists of any of the following (or any 
combination thereof):

A. A trade or business in which a person 
receives fees, compensation, or other income 

for endorsing products or services,
B. A trade or business in which a person 

licenses or receives fees, compensation or 
other income for the use of an individual’s 
image, likeness, name, signature, voice, 
trademark, or any other symbols associated 
with the individual’s identity,

C. Receiving fees, compensation, or other 
income for appearing at an event or on radio, 
television, or another media format.

2. CONSULTING MAY ALSO BE A LOT MORE 
LIMITED THAN ORIGINALLY THOUGHT. 

Per Proposed Regulation §1.199A-5(b)
(2)(vii), the performance of services in the 
field of consulting refers to the provision 
of professional advice and counsel to assist 
clients in achieving goals and solving 
problems.

The subsection adds that “ the performance 
of services in the field of consulting does not 
include the performance of services other than 
advice and counsel” and that the “performance 
of services in the field of consulting does not 
include the performance of consulting services 
embedded in, or ancillary to, the sale of goods 
or performance of services on behalf of a trade 
or business that is otherwise not an SSTB 
(such as typical services provided by a building 
contractor) if there is no separate payment for 
the consulting services.”

3. THE PROPOSED REGULATIONS MAKE SEVERAL 
FRIENDLY CARVE-OUTS FOR REAL ESTATE RELATED 
ACTIVITIES.

The proposed regulations make specific 
exclusions for real estate agents, brokers and 
real estate/property management companies.

Under Proposed Regulation §1.199A-5(b)
(2)(x), the performance of services in the field 
of brokerage services does not include services 
provided by real estate agents and brokers.

Under Proposed Regulation §1.199A-
5(b)(2)(xi), the performance of services of 
investing and investment management does 
not include entities that directly manage real 
property.

CONCLUSION
The proposed regulations and examples do 

help to clarify the SSTB definition somewhat.  
Although some business owners may now 
breathe a sigh of relief, others may still be left 
with unanswered questions.  With the help of 
their tax professionals, these business owners 
will no doubt need to navigate and interpret 
the proposed regulations themselves to find the 
answers.

Jonathan Siao (Tax Partner); Julia Chan (Senior 
Tax Manager); and Steven Diaz (Senior Tax 
Accountant) are with HCVT, the 5th largest CPA 
firm based in Los Angeles. Learn more at hcvt.com. 

Proposed Rules on the Definition of SSTBs 
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Three Things Every Middle Market CFO  
Needs to Do About Cyber Risk
By PATRICK HERNANDEZ

You and I are playing a word association 
game and I say, “Target. Sony. Equifax.” 
If what comes to mind are the costly data 

breaches each company suffered, the millions of 
dollars lost and the loss of customers as a result 
of tarnished brand reputations, then we should 
talk – particularly if you are the CFO of a middle 
market business where the vast majority of these 
types of attacks occur.  

Cyber liability is a tremendous issue for all 
types of organizations today: small, medium 
and large, public or private. According to 
cybersecurity firm Centrify, “Only 39 Percent” of 
IT executives “say their organizations have a high 
ability to prevent a data breach.” No wonder 
31% of organizations have experienced cyber 
attacks on operational technology infrastructure.

It would be nice to think that your CIO is on 
top of this threat, but the fact is: 42% of finance 
chiefs are the owner or co-owner of cybersecurity 
at their companies, according to a recent CFO 
report. And Harvard Business Review writes: 
“Given the increasingly new relationship 
between cyber risk and financial risk, the CFO 
should ultimately be accountable for cyber risk.”

Now, I know your to do list is already 

a million miles long, but there are three 
straightforward steps you can take today to 
protect your organization and become a cyber risk 
hero.

But first let’s get acquainted with what your 
top concerns should be.

CFO’S TOP CYBER CONCERNS 
Let’s keep it simple. Insurance firm CRC and 

Investor’s Business Daily stipulate what CFOs’ 
top cyber concerns should be:

1. Loss of customer data may be particularly 
costly as consumers, whose patience continues to 
wane in light of such breaches – increasingly seek 
legal redress.

2. Business interruption due to a security 
event is not covered under a typical business 
interruption policy. It needs to be secured within 
a cyber risk policy. 

3. Hackers’ efforts are more of a full-scale 
attack on potential system exposure. They will 
pursue any and all vulnerabilities to obtain 
available information, determining post-breach if 
any value exists.

4. Not all cyber incidents result in immediate 
financial loss; some may take months or years to 
harm a company’s competitiveness and earnings. 
Don’t be focused only on short-term earnings.

Now let’s tackle the first three steps a CFO 
should take to address these concerns.

3 BEST PRACTICES FOR ADDRESSING CYBER LIABILITY 
CFOs should develop what legal consulting 

firm UnitedLex calls “an incident response plan 
with clearly defined roles and processes.” To 
begin, follow these three steps today:

1. Meet with your C-suite colleagues. Brief 
them on the concerns above. Suggest a game 
plan. Do not rely on your IT team to protect your 
firm. “Senior management time and attention 
was identified as the single biggest driver of 
maturity in managing cybersecurity risk,” writes 
InfoSecurity Magazine.

2. Hire a threat modeling or managed security 
service provider (MSSP) to perform a risk 
analysis of your company’s cyber vulnerabilities. 
Get an idea of what’s at stake.

3. Invest in a cyber liability policy through 
your insurance broker. Make sure they know 
about first and third party coverages and include 
a rider for business interruption due to a security 
event. If your current broker is not an expert in 
this area, find one who is. 

These initial steps will set any CFO on the 
path to successful cyber protection. However, 
one thing you could do is bring on a consultative 

partner to help you with all three tasks at once, 
thereby simplifying the process and saving you 
money. For example, at SullivanCurtisMonroe 
we not only offer a complimentary cyber risk 
analysis to all of our clients, I also provide 
in-house cyber liability coverage expertise to 
make sure your policy is the broadest available.

 
CONCLUSION

Cyber liability is all too real. Security breaches 
cost organizations across the country millions of 
dollars a year, as well as incalculable devaluation 
to their reputations. But there are practical steps 
every CFO can take to protect their company, 
employees, partners and customers – as well 
as the all-important bottom line: leveraging 
the power of your C-suite, conducting a threat 
analysis and using risk transfer through insurance.

Patrick Hernandez is an expert on cyber liability 
and risk management with 
SullivanCurtisMonroe, 
a regional Southern 
California insurance 
brokerage for middle market 
firms. He can be reached at 
phernandez@sullicurt.com 
or (626) 419-1161.
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Congratulations, Darlington Ahaiwe!
Your work every day ensures that youth of Los Angeles realize their

star potential.  
 

It is fitting that you are a Rising Star nominee for the 2018  
Los Angeles Business Journal CFO of the year awards.

www.woodcraftrangers.org 

Congratulations, Darlington Ahaiwe!

Eight Insights for CFO of the Year Awards
By KEITH HAMASAKI

As the longest serving Los Angeles Business 
Journal judge, it is amazing to see all of 
the accomplishments and great talent Los 

Angeles has to offer. It has been an honor to 
participate in the LABJ CFO of the Year Awards 
for the last three years. Over time, I’ve come to 
recognize some common themes from the most 
successful CFOs and businesses. 

Every previous winner shares these 
characteristics and here are eight insights to 
help guide your path to become the next CFO 
of the Year. 

1. Financial success is built on the 
foundation of strong qualitative factors. 
While quantitative factors are important 
because they are measurable, the numbers do 
not tell the entire story. The years or months 
of struggle and uncertainty were built on 
the foundation of strong qualitative factors 
including leadership, inspiration, and an 
inquisitive mind. Success doesn’t happen 
overnight, and instead built step-by-step.

2. To build success, each of these 
CFOs has to understand and document 
benchmarks. Quantitative measurable growth 
can only be done if it can be measured against 
certain benchmarks, including the business’ 
current progress. Gathering information and 
understanding each of the processes helps the 

CFO see the bigger picture and communicate 
their observations and key metrics to the 
executive management. At times, this requires 
assistance from outside providers. 

3. CFOs have strong teams. The most 
successful CFOs find and retain the best talent, 
foster growth and develop them to leaders. 

4. CFOs also have strong support 
structures. The support structure may include 
trusted advisors, the community, circles of 
influence, mentors, mentees, or family. Each 
personality brings a different perspective that 
the CFO is willing to learn from and uses their 
judgment to implement the strategies that 
match the Company’s mission and goals. 

5. Success is defined by the company’s 
mission and goals. No judge can measure a 
company’s success because each company is 
different. Some companies judge success by 
reaching a certain revenue metric, an amount 
that reaches the bottom line, or the number of 
additional headcount that the business supports. 
The CFO embodies their company’s goals and 
guides their company towards that vision. 

6. Philanthropy. The CFOs who contribute 
their time and energy to causes that are more 
than the business show their depth. The CFO 
sees the company and their community as 
something more meaningful than just numbers. 
We are left in awe to how each of these CFOs 
are able to balance work and life. 

7. There is a strong synergy between 
the CFO and executive management. 
They understand the strategic vision and find 
opportunities to achieve the company’s goals. 
At times, this is the biggest battle. Aligning 
all the different views within executive 
management and gear them towards a common 
goal. This will take consistent communication 
and patience. The CFO navigates through these 
challenges to implement a strategy that they 
believe is the right direction for the company.

8. The CFO identifies and implements 
innovative or disruptive industry changing 
processes to their business. I consistently see 
the words innovation and disruption, but what 
does it mean? To me, innovation and disruption 
is the consideration and implementation of 
strategies outside of their current business 
model. My consideration of innovation 
gravitates to processes that are new to the 
business and align with the Company’s mission 

and goals. A strong sense of the strategic view 
allows these CFOs to identify the pain points 
and implement processes that are unique to the 
business to improve or maintain its successful 
performance. 

Each CFO nominated to the Los Angeles 
Business Journal CFO of the Year Awards should 
be extremely proud of this feat. The variety of 
backgrounds including CPAs, MBAs, JDs, or 
others has led these CFOs to a successful path.  
At this annual event, we honor the CFOs of 
Los Angeles, whether successful now or at the 
beginning stages of their career. Their efforts 
to both the business and community lay the 
foundation of success for their companies, 
employees, and Los Angeles. As a Board Officer 
of CalCPA – Los Angeles Chapter and a team 
member of KROST CPAs & Consultants, I 
wish to personally congratulate them on their 
accomplishments. 

Keith Hamasaki, CPA is Senior Manager – Audit 
at KROST. For additional insights, subscribe to 
the KROST newsletter at www.KROSTCPAs.
com. To help your company or organization 
on documenting your current processes and 
benchmarks or identifying meaningful ways to lay 
the foundations for quantitative success in your 
assurance or advisory needs, contact Hamasaki at 
keith.hamasaki@KROSTCPAs.com or (626) 449-
4225 ext. 172. 

The most successful CFOs 
find and retain the best 
talent, foster growth and 
develop them to leaders. 
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Eco-Friendly, Energy Savings with Solar Water Heating
SoCal residents and businesses are taking 

important steps to reduce their environmental 
impact and conserve natural resources. 

Solar water heating is a great way to make your 
business more sustainable by relying on the clean, 
unlimited energy of the sun. Plus, the numerous 
financial incentives available and reduced energy 
costs could offer significant savings. 

THE BENEFITS AND USES OF SOLAR WATER HEATING
Installing a solar water heating system 

offers many valuable advantages.  Natural gas 
is already an affordable energy source and a 
solar water heating system further reduces the 
amount of energy needed for heating water.  
This could help business owners and property 
managers improve their bottom line by reducing 
their natural gas energy use and lowering their 
SoCalGas® bill.

In addition, by using the renewable energy 
of the sun, solar water heating is a more 
environmentally-friendly way to maintain a 
reliable and efficient supply of hot water.  It makes 
your business or property more sustainable by 
reducing your overall carbon footprint.  Finally, 
solar water heating is a proven technology that 
typically lasts for 20 years or longer.

SOLAR WATER HEATING INCENTIVES 
EXTENDED THROUGH 2020

California commercial businesses and 

multi-family residential properties can still take 
advantage of the valuable rebates being offered 
for installing a solar water heating system. 
Income-qualified customers may be eligible for 
rebates at an even higher incentive rate. These 
rebates have been extended through 2020 and 
may cover up to 80% 1  of a qualifying system’s 
cost. The rebates are funded by the California 
Solar Initiative (CSI) Thermal program and are 
made available through SoCalGas.

These rebates can be quite significant. 
Commercial businesses and multi-family 
properties can receive a rebate of up to $800,000 
for installing a qualifying solar water heating 
system or up to $500,000 for a solar pool heating 
system. Federal and local tax credits may cover 
up to an additional 30% 2  of the installed 
equipment costs making solar water heating 
a smart investment. Ted Bavin, President of 
All Valley Solar, a solar energy installation 
company, says, “Between the SoCalGas rebates 
and available tax credits, many customers can 
recover installation costs within the first or 
second year.”

Businesses can heat much more than just 
tap water with the sun.  Solar water heating 
systems can be used for process heating, space 
heating and cooling. Hotels, gyms, schools, and 
community centers can heat swimming pools, 
spas and showers. Water intensive facilities 
like restaurants, laundries, hospitals and 

manufacturing and industrial operations can 
also save money with the sun’s clean energy.

HOW SOLAR WATER HEATING WORKS 
Installing solar water heating may be easier 

than you realize. A solar water heating system 
works with your existing natural gas water heater 
to capture the warmth of the sun to heat water 
and store it until needed.  By working in tandem, 
your business or property can count on having 
reliable hot water, day or night, rain or shine.

A set of solar thermal collectors is fastened 
to your roof or property to absorb solar energy.  
This solar energy is used to preheat and store 

water in a separate storage tank.  When needed, 
this preheated water flows through your existing 
natural gas water heater or boiler and into your 
water system.  This helps to reduce the energy 
used by your existing natural gas water heater. 
When the sun is not shining, your existing 
natural gas water heater is there to back-up your 
solar water heating system. 

1. A pump circulates a heat transfer liquid to 
the roof.

2. Solar collectors absorb the sun’s thermal 
energy and heat the transfer liquid.

3. The transfer liquid enters a heat 
exchanger, warming the storage tank. 

4. Hot water flows from the storage tank to 
your existing natural gas water heater, which 
provides backup heating when needed.

For more information and a directory of local 
contractors who can help you install a qualifying solar 
water heating system 3, visit socalgas.com/solar.

Program funded by California utility customers and 
administered by SoCalGas® under auspices of the Public 
Utilities Commission.

1 Percentage based on SoCalGas’ 2017 program results. 
Rebate amounts vary and are based on estimated therms saved 
annually, and limited by the total install cost of the solar system.
2 Consult your tax professional for specific details of federal tax 
credits and local incentives for solar water heating.
3 Restrictions, requirements and qualifications apply. See 
program conditions for details.
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Pioneers of Design-Build and Integrated Project 
Delivery Focus on Supporting Clients’ Success 
Since 1963, Pankow has 

benefited clients through 
creative problem-solving, 

engineering expertise and 
construction innovation. 
Pioneers of design-build and 
integrated project delivery, we 
provide design-build, design-
assist, general contracting and 
tenant improvement services 
and specialize in complex 
projects and work in occupied 
facilities. We apply new 
construction tools, processes 
and technologies, such as: 
Integrated Project Delivery 
(IPD), BIM Planning and 
Execution and Virtual Design 
and Construction, LEAN 
Delivery and Alternative Energy 
Solutions – all in support of our 
client’s success.

Photos and information provided 
by Pankow Builders.

 To learn more, visit pankow.com.

SUCCESS STORY

SPOTLIGHT
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Solving the Succession Puzzle:  
Tips to a Successful Transition for Your Business
By STEVE SHERLINE

One of the most significant risks to the 
future of any business is often overlooked: 
What will happen when the ownership 

or leadership changes? Unfortunately, many 
business owners put off succession planning—
to the detriment of family, employees, and 
the business itself. 

According to the Family Business 
Institute, only 30% of family businesses 
pass successfully to the second generation. 
Still fewer—only 12%—survive to the third 
generation. Much can happen without 
an effective, up-to-date succession plan. 
One recent example is a company that 
had an outdated buy-sell agreement when 
a majority shareholder unexpectedly died. 
The agreement provided for the deceased 
shareholder’s estate to receive an amount 
that far exceeded the actual market value 
of the business, which had declined due to 
economic conditions. The company did 
not have sufficient liquidity to pay off the 
deceased shareholder’s estate and it was 
required to obtain a business loan just to 
meet the obligation. 

Unfortunately, this scenario is not rare. 

According to a recent survey, 50% of business 
owners claim to have a succession plan, but 
only 16% have a discussed and documented 
succession plan in place.

Ensuring a successful transition for your 
business is a critical goal for any business 
owner and one that can be achieved with 
planning and communication. With the 
guidance of an experienced wealth strategist, 
you can begin to identify and clarify your 
objectives. Once these objectives have 
been articulated, the next step is to analyze 
the business’ current situation and devise 
appropriate wealth-transfer strategies as 
each business structure poses unique tax, 
operational, and legal issues. A wealth 
strategist can also assist you in the following 
ways:

CONVERSATION FROM A  
“30 THOUSAND FOOT VIEW”

Owners are focused on the day-to-day 
of running their business. They’ve rarely 
ever transferred or sold a business. Wealth 
strategists regularly work with business 
owners who’ve gone through this process, 
and benefit from hearing the lessons that 
other owners have learned (some the hard 

way). The benefit of this accumulation of 
knowledge can assist business owner clients 
with taking this view and seeing both the 
good and the bad of what the owner will go 
through in their transition process.

ASSESSMENT OF ENTITY AGREEMENTS  
INCLUDING BUY-SELLS

Buy-sell agreements and provisions 
should be reviewed to see if they align with 
the owners’ objectives, making sure that all 
desired “triggering events” are covered, along 
with the terms of a buy-out, and whether 
it is mandatory or a right of first refusal. In 
addition, it is important to evaluate loan 
covenants to make sure that any proposed 
succession planning will not adversely affect 
any loan covenants for loans that will stay in 
place after the transition.

BUSINESS VALUATION PROCESS
A wealth strategists can help match 

business owner clients with valuation 
experts that can help both value the 
company with anticipation of a sale, as well 
as with anticipation of transition to family. 
The wealth strategist can help the client 
understand the process and understand what 

the valuation report really means.
Life is unpredictable. If you’re passionate 

about your business, you should be equally 
passionate about protecting it in the event 
of your death or disability. While it may 
seem overwhelming, when you work with 
an experienced wealth strategist succession 
planning doesn’t need to be daunting. Put a 
plan in place, and you can enjoy the peace of 
mind of knowing your business objectives will 
be addressed, both now and in the future.

For more information, 
please contact Steve 
Sherline, National 
Private Wealth 
Management Executive 
for The Private Bank  
at Union Bank via 
stephen.sherline@
unionbank.com.

The foregoing article is intended to provide general 
educational information about business succession planning 
and is not considered financial or tax advice from Union 
Bank. Wills, trusts, foundations and wealth planning strategies 
have legal, tax, accounting and other implications. Clients 
should consult a legal or tax adviser.

035-67_cfo_pre-event_supplement.indd   63 9/13/18   3:47 PM



for being recognized as a Nominee 
for the Los Angeles Business 
Journal’s 2018 CFO Awards.

USI Insurance Services
ALONG WITH

Lloyd and Alexander Ross

CONGRATULATE

Peter Kim 
Executive Vice President and 

Chief  Financial Officer 
of

Katzkin Leather, Inc.

Lloyd T. Ross, CIC
Executive Vice President
818.251.3198 
Lloyd.Ross@usi.comwww.usi.com

Risk Management | Property & Casualty | Employee Benefits | Personal Risk | Retirement Consulting

Alexander Ross, CPA
Vice President
818.251.3089
Alexander.Ross@usi.com

congratulates our colleague

Los Angeles Business Journal
2018 CFO Awards Nominee

FRANK MOORE

64   LOS ANGELES BUSINESS JOURNAL – CUSTOM CONTENT       SEPTEMBER 17, 2018

How Closely-Held Companies Often Use  
Employee Stock Ownership Plans 
By JOE PACIS

Often, owners of successful closely-held 
companies are concerned for what will 
happen to their dedicated employees—

and the business itself—long before they 
ever consider selling or departing from the 
business. These closely-held companies often 
use Employee Stock Ownership Plans, or 
ESOPs, to offer employees a vested interest 
and long-term stability in the company 
through employee ownership. This not only 
offers an additional benefit to employees, 
but also affords them the opportunity to take 
advantage of the tax-efficient borrowing 
power of ESOPs. 
 
WHAT IS AN ESOP?
Similar to profit-sharing, ESOPs act as an 
established employee benefit designed to offer 
employees the opportunity of ownership (or 
shares) in a company, while also giving them 
a partial voice. Consequently, as employees 
become more engaged with an organization, 
a well-structured ESOP often helps to 
improve an organization’s performance, while 
simultaneously helping to increase the value 
of its shares. 

HOW ARE ESOPS USED?
In my experience, clients have used 

ESOPs to create liquidity for owners that 
may not normally exist in their respective 
industries; to borrow tax efficiently to reduce 
the financing costs of the transaction and to 
not overburden the company; and to help 
employees become owners with the goal of 
improving efficiencies, while having a vested 
interest in the long-term performance of the 
company.

For example, a contractor client set up 
an ESOP to create liquidity for the owner 
that didn’t exist prior to setting it up.  The 
value received through the ESOP was higher 
than what the owner could have obtained 
by selling the company to a competitor.  
Unlike my knowledgeable client, many other 
business owners in this industry would’ve 
sold solely for the value of the accounts 
receivable, and not a multiple of EBITDA 
(earnings before interest, taxes, depreciation, 
and amortization). This owner also used 
the ESOP to form a tax-efficient vehicle for 
the owner’s son, who continued to run the 
company.  The new company did not pay tax 
on the percentage of the earnings owned by 
the ESOP.

He also later noted to me that his 
employees became noticeably more engaged 
in the financial success of the company 
after becoming owners.  Through ongoing 
education and communication, the employees 
learned the benefits of owning a company that 
was more cost conscious and efficient.

After the loans from the initial transaction 
were paid off, we completed the remainder 
of the sale of the shares to create a 100% 
ESOP-owned company.  Thereafter, the son 
was able to acquire other companies with a 
more tax efficient company, and offer sellers 

an opportunity to gain liquidity in a tax 
efficient manner.  Similar to the original 
transaction, the fully-owned ESOP company 
was able to offer a higher price vs. a regular 
company because of the allowable ESOP tax 
advantages.

Joe Pacis is a Commercial Loan Officer with 
First Bank. If you’d like more information 
on the benefits of an ESOP or how to get one 
established, contact the First Bank team by 
calling (562) 951-5101, or e-mail Joe via Joe.
Pacis@fbol.com.
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Viewing Total Health as a Business
By GEORGE DI SALVO

At Kaiser Permanente, everyone—myself 
included—are advocates for total health.  
By that, we mean, everyone should have 

the opportunity to thrive in mind, body and 
spirit.  

To do that effectively, our quality care 
must be affordable.  

Obviously, price is a primary driver for 
consumers and businesses when it comes 
to making decisions about where to go for 
health care. So, it’s an important focus for any 
provider to be competitive.  But, something 
is fundamentally broken in the health care 
system when the cost for a typical American 
family of four is over $28,000 a year for an 
average employer-offered PPO.

We have to—and we can—do better.
At Kaiser Permanente, affordability is a 

key part of our mission. It’s not just something 
we strive for—it’s ingrained in who we are. 
We’re not content with the status quo.

For years, our integrated care model and 
focus on prevention have allowed us to inter-
vene early and see small conditions before 
they become bigger. This same model led to 
care coordination teams that reduce duplica-
tion and the subsequent increased costs. Yet, 
that still isn’t enough.

With more than 73,000 employees and 

almost 7,500 physicians at 15 hospitals spread 
across Southern California who serve our 
more than 4.5 million Health Plan members, 
our people are our greatest asset to find inno-
vative ways to increase affordability.

Whether it’s reducing food waste, imple-
menting a new safety procedure, or advocat-
ing for increased renewable energy—many 
of the ideas that drive our affordability come 

from our people.  
Now, it’s important to see this as a moral 

imperative.  We care about affordability 
because we care about spreading total health 
among our members and our future mem-
bers.  We care because we care about people, 
including those who can’t afford to see a 
doctor.      

That’s one of the reasons we’re doubling 

down on our commitment to our commu-
nities.  As an organization, we’re focusing 
on an area that in public health is known 
as upstream predictors of health. There are 
things that can make us sick – whether envi-
ronmental, behavioral, or socio-economic – 
that have nothing to do with seeing a doctor. 

The figures are staggering.  Research indi-
cates that direct medical care only contributes 
to about 20 percent of positive health out-
comes, and more than 60 percent of outcomes 
are rooted in “social determinants of health.”  
That means education level, access to healthy 
food, housing security, and good-paying jobs 
among others play a disproportionate role.    

We’re rethinking the way we do business 
to spread total health.  It’s a 360-degree 
approach that leverages our people, effective-
ly uses our purchasing power as a large organi-
zation, and focuses on strategic partnerships.  
We’re using all of our assets—including our 
passion—to make an even bigger impact.  

Achieving total health takes focus and 
commitment.  At Kaiser Permanente, we set 
big aspirational goals, and we’re walking the 
walk because our mission demands it—and 
because total health is our business.

George Di Salvo is Senior Vice President and 
Chief Financial Officer for Kaiser Permanente 
Southern California Health Plan and Hospitals.
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Treasury and Finance Professionals Earned Average 
Raises of 4.3% Last Year

Treasury and finance professionals 
enjoyed a 4.3 percent base salary gain in 
2017, according to new research by the 

Association for Financial Professionals. Both 
executive and management-tier professionals 
garnered increases of 4.4 percent, according 
to the 2018 AFP Compensation Survey, while 
CFOs enjoyed an average base salary increase 
of 5.7 percent. Financial reporting specialists 
enjoyed an average salary increase of 6.9 
percent—the largest increase of all 20 job 
titles tracked in the annual survey, now in its 
30th year. FP&A analysts earned the highest 
increase within the staff level, with base salary 
raises averaging 4.0 percent. 

BONUSES
  In 2017, 71 percent of organizations 

awarded bonuses to their employees—a slightly 
smaller share than the 74 percent that granted 

bonuses in 2016. Of those organizations 
that did give bonuses to treasury and finance 
professionals in 2017, 93 percent awarded cash 
bonuses and 30 percent awarded stock options.

CAREER ADVANCEMENT
The most-often cited criterion for upward 

mobility is increased job responsibility, cited by 
85 percent. Other factors include:

� Contribution to profitability (69 percent 
of respondents)

� Earning an MBA or other advanced 
degree (37 percent)

� Earning a professional certification such 
as AFP’s Certified Treasury Professional (CTP) 
(24 percent).

Finance professionals who hold the 
Financial Planning and Analysis (FP&A) 
certification earned 16 percent more on 
average than their peers who did not hold the 
certification. Incumbents with the following 
job titles benefit the most from having the 
FP&A certification: CFO (a difference of 
$53,450), Vice President of Finance ($23,580) 
and Director of Treasury/Finance ($20,254).

BENEFITS
A vast majority of organizations provide 

health and dental insurance for their 
employees (98 and 95 percent respectively). 
Paid maternity leave is offered by over half of 
organizations (56 percent), while 28 percent 
of organizations offer paid paternity leave and 
a majority of treasury and finance professionals 
are offered tuition reimbursement (60 percent) 
by their organization.  

“The 2018 AFP Compensation Survey 
clearly demonstrates the value of continuing 
education and training,” said Jim Kaitz, 
president and CEO of AFP. “Those who meet 
the new challenges in today’s treasury and 
finance field by engaging in more training are 
being richly rewarded. Treasurers and CFOs 
know these individuals have the newest skills 
and freshest insights and knowledge.”

 
The Association for Financial Professionals 
(AFP) is the professional society committed to 
advancing the success of its members and their 
organizations. AFP established and administers 
the Certified Treasury Professional and Certified 
Corporate FP&A Professional credentials, which 
set standards of excellence in finance. Each year, 
AFP hosts the largest networking conference 
worldwide for over 6,500 corporate finance 
professionals.

The 2018 AFP Compensation 
Survey revealed that 71% received 
bonuses last year, down slightly 
from the previous survey
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Bank Economists See Economy Pushing 
Unemployment Rate to New Lows
This year the U.S. economy will enjoy 

its strongest growth this cycle, pushing 
unemployment to the lowest rate in nearly 

half a century, according to the Economic 
Advisory Committee of the American Bankers 
Association.

The consensus of 16 chief economists from 
among the largest North American banks is 
that the economy, entering a tenth year of 
expansion, will see inflation-adjusted GDP 
growth accelerating to 2.8 percent this year 
– the strongest pace since 2005 – up from 2.6 
percent last year.

“We see the economy as fundamentally 
strong this year with little down drift in major 
sectors,” said Ellen Zentner, chair of the 
group and chief U.S. economist for Morgan 
Stanley. “Tax cuts and regulatory reform will 
help support continued growth in business 
investment.”

Business investment and a pickup in federal 
government spending were key drivers that led 
the group to revise upward its GDP forecast this 
year from January’s forecast of 2.4 percent. The 
committee expects business capital spending 
to grow for the second straight year at about 6 
percent in 2018.

The group expects growth to slow toward its 
long-run trend next year.

“The slowing will occur as the tax impact 
begins to fade, fiscal spending moderates and 
the Fed continues to raise short-term interest 
rates,” Zentner said.

The committee spent a great deal of time 
discussing the risks to the forecast, and trade 
policy dominated the discussion.

“There were a wide range of opinions about 
the impact of potential trade actions, but there 
is no question that the committee believes 
lingering uncertainty threatens to dampen 
business investment,” said Zentner. 

The committee’s forecast does not 
incorporate a significant escalation of trade 
tensions.  However, should there be an 
escalation, the committee expressed concerns. 

“Supply chain disruptions and other 
secondary effects such as tightening of financial 
conditions could have a cumulative impact 
that would adversely affect economic growth,” 
Zentner said. 

The committee is forecasting 
unemployment to drop to 3.6 percent by 2019.  
Such a low unemployment rate will likely 
generate more wage pressure, which could help 

drive inflation beyond the Fed’s expectations. 
“If inflation were to rise appreciably above 

the Fed’s 2 percent goal, particularly in a tight 
labor market, it would likely trigger a more 
aggressive monetary policy response,” Zentner 
said. 

Households’ financial health will remain 
solid.  Advances in jobs, higher wages and cuts 
in personal income taxes will sustain consumer 
spending above 2 percent annually through 
next year, according to the group. Purchases 
of durable goods, including automobile sales, 
are predicted to remain strong but slacken a 

bit from last year’s peak, a normal late-cycle 
phenomenon.  Moreover, even with mortgage 
interest rates rising, the committee sees strong 
demand driving home prices up 6.4 percent 
nationally this year followed by 4.2 percent 
next year.

The group expects the Federal Reserve 
to continue edging the federal funds rate 
higher. Following three rate hikes last year, 
the group consensus is for four total this year 
– with additional rate hikes in September and 
December – followed by three in 2019.

The committee sees persistent strength 
in the availability of bank credit, with 
delinquency and charge-off rates holding near 
historical lows. Bank consumer credit grew 4.2 
percent last year and is forecast to grow 5.0 
percent this year, while business credit rose 
0.7 percent last year and is forecast to grow 3.0 
percent in 2018.

 
The American Bankers Association is the voice of 
the nation’s $17 trillion banking industry, which 
is composed of small, regional and large banks 
that together employ more than 2 million people, 
safeguard $13 trillion in deposits and extend more 
than $9 trillion in loans.

We see the economy as 
fundamentally strong 

this year with little down 
drift in major sectors.
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