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o, how do business leaders keep from being steamrolled by new technology? They
must be willing to embrace technological change and lead their people through the
change. When a business and its people are not sufficiently prepared for change,
new technology can do more harm than good.

Moreover, as businesses continue to face challenges
(e.g. decentralization, growing market share and value in
a highly competitive period, and increasing efficiencies

on reduced budgets), bringing in new technologies may not seem like
the right choice. But the reality is that in todayʼs fast-moving technol-
ogy industry, business leaders always need to think strategically and
constantly innovate to stay relevant.

Ideally, leaders will challenge the status quo and be open to rein-
venting everything they do. This is the only way to keep up with the
many business and operational factors that are in constant flux and im-
pact the bottom line.

Being the influencer of change within an organization is good; but in-
novation is even better. With the fundamental shift in the computing
paradigm (remember days of mainframe and client server computing),
businesses need to be building plans and strategizing for the next gen-
erational shift in computing platforms and effectively enable service
and access across all environments within these platforms.

Great leaders become the agents of change and innovation within their businesses. They share
their plans and strategies with others to inspire, excite and energize others within their organiza-
tions and to become of one mindset toward common goals. These leaders are not afraid of being
great and moving the message forward and know they canʼt go through this process alone.

When the change initiative centers on technological innovation, many naturally turn to IT per-

sonnel and technology consultants to guide them. Making sure that the technology team has the
business acumen, tools and foresight is of equal importance as the enablement to make critical
business decisions during the change process.

It is difficult for busy executives to find time for technical journals, workshops, internet
searches, and seminars to effectively leverage all the relevant advances in technology.
Tradeshows and conferences prove to be a great way to keep abreast of how new technology
can directly and indirectly impact their company. A one-day conference format can minimize
time spent away from the office by bringing business executives together with their peers as well
as IT experts to network, get their questions answered, and address tomorrowʼs most pressing
business needs all in one place.

One such technology leadership conference, which is local to Orange County, will take place
on February 16th at the Hyatt Regency in Irvine. Sponsored by Microsoft and Irvine-based
Neudesic, a Microsoft National Systems Integrator and Gold Certified Partner, NuCon 2012 is
a perfect way to deepen your understanding of whatʼs new and relevant to you.

Appropriately titled “Getting Ready for Tomorrow”, NuCon 2012 packs a wealth of informa-
tion into three conference tracks: Business Productivity, Application Platform Developer, and
Business Innovation. Expert consultants from Neudesic will delve into the latest technology and
help companies across all major industries bridge the gap between technology platforms and
business solutions to bring immediate value.

From the impact of mobile and cloud computing to the evolution of enterprise application de-
sign, NuCon 2012 is the one stop shop that brings together everything business leaders and
IT professionals need to know to put their companies in Stewart Brandʼs proverbial driverʼs
seat.

Donʼt be part of the road.

For more information, visit www.neudesic.com/nucon.

January 2, 2012 ORANGE COUNTY BUSINESS JOURNAL / CFO OF THE YEAR AWARDS ADVERTISING SUPPLEMENT Get local breaking news: www.ocbj.com Page A-1

S

GGeettttiinngg  RReeaaddyy  FFoorr  TToommoorrrrooww::
AA  BBuussiinneessss  LLeeaaddeerr’’ss  GGuuiiddee  ttoo  TTeecchhnnoollooggiiccaall  CChhaannggee

Tim Marshall 
Chief Technology 
Officer and Partner
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“Once a new technology rolls over you, if youʼre not part of the steamroller, youʼre part of the road.”
Stewart Brand, Founder, Global Business Network
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hether a company is a buyer or a seller, an M&A transaction can be a re-
warding experience. Such transactions offer a way to unlock value, cap-
ture additional market share or expand into new business lines. However,
closing an M&A transaction requires tremendous effort, experienced
guidance and considerable foresight. Issues arise constantly and must
be understood, discussed, negotiated and resolved. Most are minor and
easy to handle if both sides adopt a reasonable approach. Sometimes,

though, a major issue will crop up that threatens to sink the entire deal. Many of these is-
sues are entirely preventable and can be avoided simply by good judgment or the deft
touch of an experienced professional.

What follows are seven pitfalls to avoid if you hope to successfully close your M&A
transaction:

1. Skeletons in the closet
When it comes to deal making, surprises are never good. It is not the disclosed issues

that cause a deal to fall apart, but the ones the buyer doesnʼt know about from the out-
set. The buyer needs to be told upfront of any known issues. A well-written information
memorandum – albeit with a certain amount of positive spin – should disclose the known
environmental or litigation problems, or the fact that the entire management team is re-
tiring within a year. Some buyers will take a pass after reading the memorandum, but
those that keep looking are implicitly saying they can find a workaround. But when buy-
ers learn during due diligence that the company is the subject of a huge lawsuit or the pri-
mary patents are expiring next year, they get spooked. Even if the issue is manageable,
this untold information raises issues of credibility and integrity, and if trust is violated be-
tween the buyer and the seller, the deal is unlikely to move forward.

2. Changing the deal
Nothing upsets the other side more than re-trading after a letter of intent (LOI) has been

signed, either on the part of buyer or seller. Before the LOI, the deal is still up in the air,
and the price and other terms might change. The LOI, however, puts a stake in the
ground. At this point, adjustments to rollover equity or ongoing owner/CEO compensation,
or nonfinancial changes such as revisions to how long a seller is willing to stay on to tran-
sition leadership, can fundamentally alter a deal. In extreme cases, changes like these
can sour an entire deal.

Some buyers are notorious for using post-LOI due diligence to find issues and then
leveraging those issues to ask for a price adjustment. This is infuriating to sellers, par-
ticularly if they perceive that the buyer always intended to drag down the price. Most good
buyers will avoid price adjustments except in extreme cases – and if they must ask for
these adjustments, they will do so very carefully. The bottom line is that both buyers and
sellers need to define their expectations clearly and stick to them.

3. Missing your numbers
A deal typically takes six to nine months, sometimes longer, to complete. Because

of the time involved, a buyer usually wants to see updates to the financial information
as the process moves along. Buyers typically compare actual performance against
what was provided in the information memorandum. Small deviations are expected
because forecasting is by nature a guess, but most buyers get very worried if a com-
pany canʼt make reasonable guesses about near-term performance. If the actual re-
sults fall too far behind the forecast, the buyer must ask whether the full-year forecast
is achievable – and, by extension, whether the companyʼs guidance regarding long-
term expectations is reasonable. Because the buyer is purchasing the companyʼs fu-
ture cash flows, significant changes to projections can cause price adjustments. It is
tempting to pump up projections in order to maximize price, but it nearly always ends
up backfiring. Instead, present the best forecast that is reasonably achievable, and
then strive to meet it.

4. Hiring inexperienced deal professionals
The family doctor can treat most common ailments, but if you need brain surgery, use

a neurosurgeon. The same is true when selling a company; inexperienced deal profes-
sionals, whether lawyers or M&A advisors, are far less likely to get a good outcome. Itʼs
the details that matter – determining which items in a purchase agreement are worth ar-
guing about, setting seller expectations, and documenting add-backs and other adjust-
ments. A seasoned professional can assess the situation and will know exactly where the
landmines are likely to be, while a less experienced professional often focuses on the
wrong issues. Good chemistry with your advisor is critical as well – they will be with you
every step of the way during one of the most stressful times in an entrepreneurʼs life, so
make sure to hire someone who makes you feel they are on your side.

5. Sweating the (minor) details
Selling a middle-market company can be an emotional process, so itʼs important to let

the M&A advisor know what the hot-button issues are upfront and keep the ultimate goals
in mind. Maybe the seller wants to have a five-year consulting contract? Perhaps itʼs im-
portant that management stay on, or that maximizing price is the number one goal. Deals
can be derailed over minor differences – for example, a $250,000-per-year consulting
contract vs. a $300,000 contract. Sometimes it makes sense to take a hard line and some-
times itʼs better to just swallow hard and compromise.

This issue goes the other way as well. Buying a company is a risky venture, and no
matter how much due diligence is performed, there is still risk involved. If buyers keep
looking for a reason not to do the deal, they will eventually find one. Good buyers know
that they have to do enough investigation to catch any major issues and then take the
leap of faith required to close the deal. Buyers must ask themselves whether they want to
forgo doing a potentially great deal just because of relatively minor concerns.

6. Being penny-wise but pound-foolish
When it comes to houses, we all know that spending money to update some things can

greatly enhance the likelihood of a good sale – youʼd probably fix the hole in the roof, but
you might not buy new curtains. The same is true of a company. A buyer wants to feel com-
fortable that the seller has invested prudently in updating equipment and facilities and that
working capital is sufficient. Some sellers are tempted to stop all capital expenditures or
forgo maintenance, so that expenses are reduced and the price goes up. Similarly, some
sellers try to collect all receivables or stretch payables to get more cash out. These actions
will inevitably come out in due diligence, and if they donʼt kill the deal, they will cost at
least as much as the benefit that was gained.

7. Forgetting about Uncle Sam
Like it or not, we all have to pay taxes. The particular circumstances and structure of a

transaction will influence the final tax bill greatly, and a getting a good tax advisor involved
early can help both buyers and sellers use the most tax-efficient structure, prevent a lot
of headaches and remove some uncertainty. Further, a tax advisor can calculate the take-
home amount that a seller will receive from a transaction. Too often, sellers wait until the
last minute to engage a tax advisor, and then they find out that their take-home proceeds
are lower than they expected. At worst, this can derail the deal; if the deal does move for-
ward, the seller may be leaving money on the table by using an inefficient tax structure.

Doing deals is a tricky business. Even under the best of circumstances, there is no guar-
antee that a deal will close. But M&A can be enormously beneficial for parties on both
sides of the deal. Sellers can reap the fruits of their lifetime of hard work, and buyers can
gain key strategic advantages that will catapult them to a new level. Avoiding the myriad
issues that stand in the way takes a lot of work, a great deal of experience and a big dose
of creativity. In the end, though, the effort can be quite worthwhile.
For more information, please contact Business Development Executive Susan

Flattum at 949.608.5228 or Susan.Flattum@us.gt.com.

Grant Thornton LLP

The people in the independent firms of Grant Thornton International Ltd pro-
vide personalized attention and the highest quality service to public and private
clients in more than 100 countries. Grant Thornton LLP is the U.S. member firm
of Grant Thornton International Ltd, one of the six global audit, tax and advisory

organizations. Grant Thornton International Ltd and its member firms are not
a worldwide partnership, as each member firm is a separate and distinct legal
entity. In the U.S., visit Grant Thornton LLP at www.GrantThornton.com.

W
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ost financial statement users agree that revenue is one of the most im-
portant financial measures. It is also the area that is most confusing and
disparately regulated, and the source of most financial restatements and
enforcement actions.

It is why in the movement towards getting U.S. GAAP (Generally Ac-
cepted Accounting Principles) on the same page as the rest of the world
– the joint work between the Financial Accounting Standards Board and
the International Accounting Standards Board to arrive at consensus on

worldwide standards – the going has been tough. Origi-
nally the “road to convergence” was to deliver final rev-
enue standards by 4Q 2011. Itʼs been delayed at least
another 120 days after a recently revised exposure draft.
However, the new standards are not expected to be ef-
fective until 2015, which begs the question of why we are
focusing so much on it now.

With the significant changes the new rules will bring in
revenue recognition, they will be retrospective up to three
years prior, or 2013. If companies donʼt begin to analyze
the rules soon, they might have to create two sets of
records or completely restate financial statements, both
of which are expensive and problematic.

How the new revenue recognition standards will affect private and public
companies

For those who want a more detailed look at the proposed changes, weʼll go into that
later in this article. First, we wanted to give our view of how companies, employees and
financial statement users will be affected in general. While many of the changes involve
mainly language or minor tweaking, here are some significant differences in revenue
recognition:

� Any contract tied to GAAP revenue will be impacted, such as earn outs on purchase
agreements, compensation arrangements, buy/sell agreements and options awards.

� Net income can change, which could affect debt covenants. Some debt agreements
are being drafted to require “good faith” renegotiation of covenants based on any
new accounting standards.

� The new guidance may impact IT systems, requiring the collection of additional data
for financial statement disclosures.

� Processes and controls may change to capture appropriate accounting data and
estimates.

� It may impact how budgets are developed and updated.
� Changing revenue profiles will affect tax implications.
� Most importantly, gross margins will be affected depending on the industry. Any

manufacturing, distribution or retail firm will likely see a difference on the top line

margin. For example, financial analysis that focuses on gross margins will change
with the new rules. Another example: Private company sellers could see lower gross
margins, potentially affecting valuations.

Where weʼre at: A summary
The main principle of the new revenue recognition proposal is to recognize revenue to

depict the transfer of goods or services to customers in an amount that reflects the con-
sideration that it expects to receive in exchange for those goods or services.

It sounds simple on the surface: Match revenues with the delivery of a good or service.
But complicated situations, well, complicate things. A com-
pany would apply a five-step process to apply the revenue
recognition proposals. They are:

Step 1: Identifying a contract – A contract is an agree-
ment between two or more parties that creates enforce-
able rights and obligations. Contacts donʼt need to be
written and if a party can terminate the contract before per-
formance occurs, a contract does not exist.

Combining contracts – Contracts with the same cus-
tomer entered into near or at the same time should be ac-
counted for together if the following criteria are met:
Contracts are negotiated as a package with a single com-

mercial objective; the amount of consideration of one contract is impacted by the other;
the goods and services are related in terms of design, technology or function.

Modifications, or change orders, are treated separately if the price of the good or serv-
ice added is commensurate to it. If not, the contract modification is reallocated to existing
performance obligations.

Step 2: Identifying performance obligations – A performance obligation is a promise
in a contract to transfer a good or service to the customer. A company would account for
a good or service separately only if it were “distinct,” or if it could be sold separately with
a distinct function and profit margin.

Step 3: Determining transaction price – The transaction price is the amount of con-
sideration an entity expects to receive in exchange for transferring goods or services, ex-
cluding third party taxes and the like. The price should be estimated using the probability
weighted amount or the most likely amount. This is one of the major changes from current
U.S. GAAP. An allowance for expected credit losses should be estimated at the contract
inception and presented as contra revenue on the top line instead of in G&A expense.

If the situation is unknown or uncertain and an entity is not able to reasonably ascertain
whether it is entitled to receive an amount, revenue should not be recognized. Examples
include when the entity has a lack of experience with specific types of contracts, or when
the outcome is based on factors outside the control of the entity, or if the customer has an
option to cancel the contract.

Step 4: Allocation of transaction price to performance obligations – The amount
of revenue should be allocated to each separate performance obligation, based on rela-
tive selling prices on a stand-alone basis. The residual approach is also acceptable. This
methodology is similar to recently enacted U.S. GAAP for most industries, but will be a
major change for software companies, which are currently subject to much more restric-
tive requirements.

Step 5: Recognition of revenue on satisfaction of each performance obligation –
Revenue is recognized when an entity has satisfied a performance obligation and the cus-
tomer has control of the good or service. Control is defined as the customer having an un-
conditional obligation to pay, and having legal title and physical possession and risks and
rewards of ownership.

For a performance obligation that is satisfied continuously, revenue should be recog-
nized using a method of measuring progress towards completion. If progress canʼt be
measured, revenue is not recognized. The methods of measuring progress may be an
input method – based on the work towards performance – or output methods, which are
based on performance to date. This methodology is not expected to be a significant
change from the current percentage of completion accounting used for long-term con-
tracts.

Hein & Associates

Hein & Associates is a leading accounting and advisory firm where its people and
clients share knowledge, thrive on teamwork, and build long-term relationships
deeply rooted in integrity. For more than 30 years, Hein has served both public and

private companies in a variety of industries. According to Accounting News Re-
port, Hein is ranked among the Top 25 auditors serving SEC registrants, and
Accounting Today lists Hein among the nation’s overall Top 100 accounting and
advisory firms.

M

James Brendel
James Brendel, CPA, CFE, is the national director

of audit and accounting for Hein & Associates LLP,
a full-service public accounting and advisory firm
with offices in Denver, Houston, Dallas and Orange
County. He specializes in SEC reporting and assists
companies with public offerings and complex
accounting issues. Brendel can be reached at
jbrendel@heincpa.com or 303.298.9600.

RRooaadd  ttoo  NNeeww  RReevveennuuee  SSttaannddaarrddss  RRoocckkyy  bbuutt  CCoonnvveerrggeennccee  SSttiillll  PPrrooggrreessssiinngg
Will greatly affect a key measure for a company’s success—public or private

by Jim Brendel, National Director of Audit and Accounting, Hein & Associates
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Join us for a Complimentary Breakfast Seminar
Wednesday, February 8, 2012

8105 Irvine Center Drive, Suite 1250, Irvine, CA 92618

Revenue Recognition: Proposed New FASB/IASB Guidance
As a result of the FASBʼs ongoing project to converge U.S. GAAP with International
Financial Reporting Standards (IFRS), revenue recognition is getting a lot of atten-
tion. In fact, the FASB issued an exposure draft in June 2010 that would replace all
current U.S. GAAP revenue recognition guidance with one single model applicable
to all contracts and customers regardless of the industry. Understanding the new
changes is critical to maximizing the efficiency of your companyʼs revenue recogni-
tion process. Join us to learn:

� Steps for applying the key principle
� Impact of warranties, breakage revenue, contract costs and more
� Key differences from existing standards, including disclosure requirements
� The current transition timeline

Speaker:  Jim Brendel, National Director of Audit and Accounting, Hein & Associates

Continental Breakfast & Registration: 7:30 a.m.
Presentation: 8:00 a.m. – 9:00 a.m.

This Seminar is intended for c-level executives and accounting managers.

Qualifies for One Hour of CPE. No prerequisites required.
To register, please contact Cherene Gusman at cgusman@heincpa.com or
949.428.0288.

continued on page A-23
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f youʼre planning to add accounting and finance staff next year, it may not be as
easy as you anticipate. Many companies are finding they can no longer keep up
with demands with reduced staff sizes and are refilling old positions and creating
new ones to prepare for growth.

With more firms in the hunt for the best candidates, it can be challenging to find
applicants with all of the necessary qualifications. And according to the 2012
Salary Guide from Robert Half, this is leading to higher starting salaries for top tal-
ent. Here are some additional highlights from the guide:

Shifts in the Job Market
Accounting and finance professionals with the most sought-after skillsets often receive

multiple offers, and counteroffers also are on the rise. In addition, the time required to fill
openings is becoming longer. A survey of chief financial officers (CFOs) by Robert Half
found that in 2011, it takes an average of seven weeks to fill a management-level va-
cancy, up from five weeks in 2010. For staff-level roles, it now takes an average of five
weeks, up from four weeks a year earlier.

A diversified recruitment strategy has become essential. This means going beyond
basic online job ads and spreading the word through other means. Networking with pro-
fessional and personal contacts, attending association events, turning to recruiters and
offering staff referral bonuses are just a few additional ways managers are finding talent.

While recruiting activity is up, companies are not rushing to make quick hiring deci-
sions. Many are relying on temporary accounting and finance professionals while they de-
termine whether they have long-term needs for certain positions. This also allows them
to evaluate prospective employeesʼ on-the-job performance. Interim staff are also filling
critical needs during peak workloads or when specialized expertise is required for spe-
cific projects.

Help Wanted
Employers are most actively hiring the following types of professionals:
� Controllers – Growing companies need controllers and assistant controllers to man

age critical functions such as meeting with external auditors, compiling financial
statements and overseeing regulatory reporting.

� Financial analysts – These professionals are valued for their ability to give an in-
depth evaluation of financial data and make strategic recommendations.

� Business systems analysts – The combination of finance and information
technology expertise allows business systems analysts to help firms optimize their
systems and improve efficiencies.

� Internal auditors – Companies depend on these professionals to ensure their
internal controls are adequate and that theyʼre complying with government
regulations and corporate policies.

� Accountants – Both corporations and public accounting firms are recruiting
accountants at all levels.

� Tax accountants – Tax accountants are needed to help firms deal with complex,
constantly changing tax laws.

� Cost accountants –Growth in manufacturing is translating into increased demand for
cost accountants, particularly those who also possess financial planning and
analysis skills.

� Auditors – Public accounting firms are adding auditors to handle assignments
ranging from compliance-related issues to public offering readiness.

� Accounting operations – Companies need core accounting staff to keep up with

paying more workers, as well as collecting and paying accounts.
In all financial specialties, strong technical expertise is in demand. Companies seek

candidates who are skilled at the latest systems and applications. Firms look not only for
advanced proficiency with Microsoft Excel and Access but also experience with enterprise
resource planning (ERP) systems. Database management and business intelligence soft-
ware skills are also important assets.

In addition, managers want financial staff who possess excellent soft skills. They need
employees who can interact easily with people throughout the organization.

Salary Ramifications
Growth in accounting and finance is translating into higher starting salaries in these

fields. Base compensation is expected to increase an average of 3.5 percent in 2012, ac-
cording to the guide.

Individuals who hold the most sought after certifications and advanced degrees typi-
cally command five to 10 percent more in salary. Among the most valued credentials: cer-
tified public accountant (CPA), masterʼs degree in business administration (MBA), certified
internal auditor (CIA), certified information systems auditor (CISA), certified management
accountant (CMA), certified payroll professional (CPP) and certified credit executive
(CCE).

Keeping Top Talent
As hiring conditions change, a similar shift needs to take place when it comes to reten-

tion. Many companies demanded extra productivity from employees in recent years with-
out offering rewards for those efforts. As the job market picks up, dissatisfied professionals
are more likely to leave.

Managers are considering other ways to attract and retain employees beyond just pay
increases. CFOs polled in a Robert Half survey said the most common perks theyʼre of-
fering include subsidized training and education, flexible work hours or telecommuting,
mentoring programs, matching gifts programs, free or subsidized meals, and even on-site
childcare and dry cleaning.

For more information about employment trends in 2012, request a free copy of the 2012
Salary Guide from Robert Half by visiting www.roberthalffinance.com/SalaryCenter. Addi-
tional information about hiring activity, compensation in various geographic markets and
staffing strategies also can be found in our Salary Center.

I

Brett Good
Brett Good is the senior district president for

Robert Half International, the world’s first and largest
specialized staffing firm and the parent company of
Robert Half Management Resources. The company
has more than 145 locations worldwide, including
an office in Irvine. For more information, visit them
online at www.roberthalfmr.com.

HHiirriinngg  iinn  22001122??
Expect increasing competition, salaries for financial candidates

by Brett Good, Senior District President, Robert Half International

Page A-8 Get local breaking news: www.ocbj.com ORANGE COUNTY BUSINESS JOURNAL / CFO OF THE YEAR AWARDS ADVERTISING SUPPLEMENT January 2, 2012

CFO-Guide(small):Layout 1  12/15/11  5:44 PM  Page 8



January 2, 2012 ORANGE COUNTY BUSINESS JOURNAL / CFO OF THE YEAR AWARDS ADVERTISING SUPPLEMENT Get local breaking news: www.ocbj.com Page A-9

Comprehensive Solutions with Local Expertise.
Chase is here for you. 

Chase Commercial Banking is helping businesses across Orange County achieve their 

goals with local access to our vast network of branches and ATMs, award-winning thought 

leadership and comprehensive global solutions. Our dedicated team of bankers, credit, 

treasury and dedicated service professionals will take the time to understand your needs, 

provide industry expertise and deliver solutions tailored to your business.

To put our fi nancial expertise to work for you, contact:

Paul Kaufman, CEO, Middle Market Banking, Orange County

949-838-1604 or visit chase.com/commercialbanking

COMMERCIAL BANKING

Access to Expertise Steadfast Relationships Comprehensive Solutions Financial Integrity 

CFO-Guide(small):Layout 1  12/15/11  5:44 PM  Page 9



recurring theme for CFOs and treasurers is the need for more financing
options to fund the growth of their businesses. While traditional lending con-
tinues to play a major role, they want to optimize their companiesʼ financial
performance with the full spectrum of financing strategies – including debt
and equity issuance in the private, 144A and public markets. They are also
seeking professional guidance on corporate structure, mergers and acquisi-
tions, share repurchases and the effect these actions will have on their bond
ratings.

Responding to this need, Union Bank has developed a holistic solution: customized fi-
nancial advisory services with executional capability – coordinated through a dedicated
Union Bank relationship manager.

Expanded capabilities
According to Stephen Flynn, Union Bank

senior vice president, “Our focus used to be
primarily on commercial lending. Now, how-
ever, as part of one of the worldʼs largest fi-
nancial groups – Mitsubishi UFJ Financial
Group (MUFG) – Union Bank can leverage a
hugely expanded network of capabilities to
better meet our customersʼ diverse needs.
We are able to offer significant cross-platform
financing, internal mezzanine lending and ex-
panded syndicated debt capabilities – as well
as a premier global advisory team to assist
customers who are expanding domestically
and overseas. Itʼs a whole new level of expertise.”

An example of this new level of expertise in action is the case of a global tourism com-
pany that asked Union Bank to look at its balance sheet. “Their board told them they
might have too little leverage, which was starving the business of its growth potential,”
says Spenser Huston, managing director, head of Capital Markets at Mitsubishi UFJ Se-
curities (MUS). “So, we assembled a team of Union Bank and MUS experts from all seg-
ments of the debt and equity disciplines. There were advisors skilled in private
placements, loan syndications, publicly issued debt, equity-linked debt and bank debt. We
had an M&A expert who evaluated acquisition possibilities, and we brought in an equity
pro to examine how share repurchases might improve the companyʼs financial-perfor-
mance ratios.

“The team also included an experienced ratings agency advisory analyst to assess the
ratings impact of all the various proposals,” Huston says. “The customer was very im-
pressed with the depth and breadth of our team. And as a public company, they appre-
ciated the highly confidential nature of our analysis.”

Other interesting case studies Huston cites are a customer that refinanced its entire
capital structure, including a revolving credit facility, term loans, and publicly issued debt
at both the holding company and the operating-company levels; and another customer
with a below-investment-grade debt rating that the Union Bank and MUS team was able
to help by conducting a private placement of both debt and equity.

Traditional solutions, too
Union Bankʼs sophisticated advisory capabilities donʼt rule out more traditional asset-

based lending solutions, particularly for companies that have seasonal businesses or in-
ventory-intensive working capital needs. “We offer mezzanine finance capabilities, in-
cluding junior capital, and second-lien financing to support both middle-market and larger
companies. Small to mid-size companies, often overlooked by large institutions, appreci-
ate the range of solutions and level of attention we provide,” says Michael Murphy, sen-
ior vice president/manager – Commercial Finance at Union Bank.

Global reach
“Another key advantage of Union Bankʼs association with MUFG is our access to an

array of specialized global capabilities and local operations in more than 40 countries
worldwide, allowing us to provide greater in-
tegration of commercial banking and capital
markets advisory services for companies
with global operations,” notes Bob Garrett,
senior vice president of Union Bankʼs Global
Business division. “The wide range of global
capabilities available through MUFG allows
us to help customers optimize their sub-
sidiary structure to maximize tax benefits and
incentives, minimize international costs, cre-
ate global financial flexibility and ensure liq-
uidity.”

Garrett adds, “Our financial advisory serv-
ices are particularly appropriate for U.S.-
based companies with significant global
growth opportunities. They complement our

robust International Growth Advisory services, which help businesses solve their cross-
border trade and financing challenges.”

The solutions and services any financial institution offers are only as good as the serv-
ice behind them. Union Bank has built a reputation in the industry for delivering exceptional
service and skilled guidance. “Straight talk with customers is the order of the day,” Hus-
ton says. “Advisory services are only effective in an environment of trust. Weʼre commit-
ted to providing sound, objective advice – not just what we think customers want to hear.”

If you are looking for an integrated approach to developing a growth strategy for your
company, contact your relationship manager.

Financing subject to credit and collateral approval.

UnionBanCal Corporation & Union Bank, N.A.

Headquartered in San Francisco, UnionBanCal Corporation is a financial holding
company with assets of $84 billion at September 30, 2011. Its primary subsidiary,
Union Bank, N.A., is a full-service commercial bank providing an array of financial
services to individuals, small businesses, middle-market companies, and major
corporations. The bank operated 404 full-service branches in California, Wash-
ington, Oregon and Texas, as well as two international offices, on September 30,
2011. UnionBanCal Corporation is a wholly-owned subsidiary of The Bank of

Tokyo-Mitsubishi UFJ, Ltd., which is a subsidiary of Mitsubishi UFJ Financial
Group, Inc. Union Bank is a proud member of the Mitsubishi UFJ Financial
Group (MUFG, NYSE:MTU), one of the world’s largest financial organizations.
Visit www.unionbank.com for more information.

©2012 Union Bank, N.A.
unionbank.com

A

Kjell Gronvold
Kjell Gronvold is senior vice president and man-

ager of Union Bank’s Orange County corporate bank-
ing business. He can be reached at 949.553.7102 or
kjell.gronvold@unionbank.com.

PPuurrssuuee  GGrroowwtthh  OOppppoorrttuunniittiieess  
wwiitthh  CCaappiittaall  MMaarrkkeettss  AAddvviissoorryy  SSeerrvviicceess

by Kjell Gronvold, Senior Vice President, Union Bank
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“Our focus used to be primarily on commercial lending.
Now, however, as part of one of the worldʼs largest financial
groups – Mitsubishi UFJ Financial Group (MUFG) – Union

Bank can leverage a hugely expanded network of capabilities
to better meet our customersʼ diverse needs. We are able to

offer significant cross-platform financing, internal mezzanine
lending and expanded syndicated debt capabilities – as well
as a premier global advisory team to assist customers who
are expanding domestically and overseas. Itʼs a whole new

level of expertise.”
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CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS
DENVER | HOUSTON | DALLAS | ORANGE COUNTY

At Hein & Associates, we believe success is the result 
of our people and clients sharing knowledge, working 
e�ectively in teams, and sustaining long-term 
relationships to achieve goals. 

For more information, visit www.heincpa.com or 
contact our Partner-in-Charge, Scott Appel, 
at sappel@heincpa.com or 949-428-0288.

Trusted 
Relationships.
We help our clients tackle business 
issues best by working closely together.
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s companies of all sizes enter the global marketplace, the ability to man-
age cash, trade, foreign exchange and risk management activities in a
cohesive manner has never been more important. U.S. imports and ex-
ports each exceed $1 trillion annually and global competitive pressures
require companies to excel in many new disciplines. Companies should
realize their strengths and seek global expertise for their weaknesses to
help manage the more complicated aspects of their global supply chain.

By focusing on their core competencies, companies will win more often in the global
marketplace.

Realizing this, financial institutions are building trade management powerhouses to
help corporations manage working capital and liquidity throughout their global oper-
ations. As a result, global financial institutions trade services teams have the ability
to manage end-to-end physical and financial information flows.

Integrating Physical and Financial Supply Chains
When viewed in parallel, the financial supply chain represents the management of

cash, inventory and capital, while the physical supply chain signifies the manage-
ment of products and information. Actions within the physical and financial supply
chains are interdependent; therefore, an action in one realm causes a reaction within
the other – and not always for the better.

Understanding the financial profile of supply chain activities is critical to evaluating
alternatives that drive efficiencies in physical operations and lower the cost of capi-
tal embedded in the supply chain. JPMorganʼs Global Trade Services is the leading
global financial institution group incorporating technology, consulting expertise and
business process outsourcing to help businesses manage financial and physical sup-
ply chains while mitigating risk.

The Evolution of Supply Chain Management
Ensuring that the right goods are delivered to the right place at the right price and

time requires the development of cross-functional relationships. In other words, the
importance of supply chain management to the optimization of working capital is in-
disputable, whether an organization is a multinational, an entrepreneurial growth
company, or a subsidiary looking for efficiency. In fact, decisions being made about
inventory are just as important as decisions regarding accounts payable and receiv-
able strategies.

Working capital management efficiency should be explicitly linked to supply chain
management and approached holistically. By applying financial analysis to a com-
panyʼs supply chain activity, managers can discover a more powerful way to drive
their companyʼs financial and operating performance. Furthermore, organizations
with complex global supply chains can optimize working capital, drive cost savings,
mitigate risk and improve efficiencies while maintaining compliance with ever-chang-
ing government regulations.

Managing Global Trade
Partnering with the right global trade services team helps companies optimize their

working capital, reduce risk and increase customer satisfaction. As a result, compa-
nies that effectively manage their physical and financial supply chains are positioned
to achieve international trade success.

JPMorgan Chase & Co.

(NYSE: JPM) is a leading global financial services firm with assets of $2.3 tril-
lion and operations in more than 60 countries. The firm is a leader in invest-
ment banking, financial services for consumers, small business and
commercial banking, financial transaction processing, asset management and
private equity. A component of the Dow Jones Industrial Average, JPMorgan

Chase & Co. serves millions of consumers in the United States and many
of the world’s most prominent corporate, institutional and government
clients under its J.P. Morgan and Chase brands. Information about JP-
Morgan Chase & Co. is available at www.jpmorganchase.com.

A

Paul Kaufman
Paul Kaufman is CEO of Chase Middle Mar-

ket Banking for Orange County, San Diego and
Inland Empire. Paul’s experience encom-
passes more than 20 years in middle market
banking and credit. He can be reached at
949.838.1604 or paul.j.kaufman@chase.com.

TThhee  FFuuttuurree  ooff  TTrraaddee
Integrating cash, trade, foreign exchange and risk management into global supply chain management

by Paul Kaufman, CEO of Chase Middle Market Banking for Orange County, San Diego, and Inland Empire, Chase
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“Understanding the financial profile of supply 
chain activities is critical to evaluating alternatives

that drive efficiencies in physical operations and lower
the cost of capital embedded in the supply chain. 

JPMorganʼs Global Trade Services is the leading
global financial institution group 

incorporating technology, consulting expertise and
business process outsourcing to help 

businesses manage financial and physical supply
chains while mitigating risk.”

“Partnering with the right global trade services team
helps companies optimize their working capital, reduce

risk and increase customer satisfaction.”
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he year 2012 promises to be an important one for the U.S. economy as
it makes a subtle, but important transition into a true economic recov-
ery. The years 2010 and 2011 were also transitional ones for the U.S.
economy as it struggled to find “the new normal” in the wake of the ex-
treme economic upheaval we now call The Great Recession of
2008/2009. Looking ahead through 2012, that theme of a transitional
economy sticks with us as the U.S. economy transitions from mere ex-

pansion to true recovery. Most often those two words, expansion and recovery, are
used interchangeably by economists when they describe a post-recession econ-
omy. However, we have learned that there is an important distinction between eco-
nomic expansion and economic recovery, made visible in the U.S. economy in the
now two-and-a-half years since the Great Recession ended in June of 2009.
Since June 2009, the U.S. economy has been in expansion. We can say with
confidence that gross domestic product has increased, employment levels have
stabilized and increased in most areas. Industrial production is again heading
north. Consumer spending has grown in every quarter since the third quarter of
2009. However, important parts of the economy have not recovered from the dev-
astation wrought by the Great Recession, a distinction that was glaringly visible
through most of 2011. The unemployment rate for the U.S. did not improve through
most of 2011, hovering near 9.1 percent, even though we experienced positive net
job creation in every month of 2011. House prices did not halt their downward slide
in most areas. An important measure of household purchasing power, real dispos-
able personal income, that is, personal income after taxes and after adjusting for
inflation, did not improve through 2011 for most households.
Hopefully, the distinction between a mere economic expansion and true eco-
nomic recovery will matter less in 2012 as we see more and more sectors of the
economy making at least slow headway in the right direction. The key to the bet-
ter headway through 2012 will be job creation. In the last quarter of 2011 we started
to see more signs that labor market conditions were gradually improving. That trend
will continue through 2012 as hiring confidence grows among employers and we
see ongoing job growth and a slow improvement in the U.S unemployment rate
through the year. Both factors, stronger job growth and reduced unemployment, will
contribute to firmer wages, which will help to push real disposable income in the
right direction. Income gains will support consumer spending, allowing for a huge
amount of pent-up demand, stemming from the last four years of hard economic
times, to begin to be unleashed. Auto sales will gain ground through the year as
consumers gain more confidence and replace their aging cars. House prices will
begin to stabilize in the second half of 2012, ending a huge drain on household
wealth.
To be sure, the economy is not about to rev up to highway speed, but we can ex-
pect a shift from first gear into second. There are simply too many internal drags
and external headwinds still facing the U.S. economy for it to accelerate rapidly. In-
ternal drags are focused in three areas, housing, consumer spending and govern-
ment spending. Even though housing markets will begin to feel more stable through
the second half of 2012, builders remain justifiably cautious in starting new proj-
ects. New home construction was a major engine of the economy through the pre-
vious expansion. That engine will remain at idle speed for a while longer.
Consumer spending represents about 70 percent of gross domestic product, and
so it is the most important factor driving the economy forward. Consumer spend-
ing in the U.S. is growing, but it will not grow at a robust rate through 2012 for three
key reasons. First, the loss of value in homes represents a substantial drain on
household wealth. We are still feeling less wealthy than we did in 2006, the year
of peak house prices. Moreover, because so many homes remain underwater in

their values relative to their mortgages, home equity is no longer a driver of con-
sumer spending, as it was during the 2000s. Second, consumers remain reluctant
to ramp up credit card debt. Plastic will not be a source of surging consumer spend-
ing in 2012. Third, households will not let their rate of saving dip lower. The personal
saving rate fell consistently through the last expansion, helping to fuel purchases
as households struggled to find the right financial balance.
Another internal drag on the U.S. economy comes from government spending,
representing about 19 percent of gross domestic product. The main drag through
2012 will come from weak state and local government spending, which is about a
third larger than federal government spending. State and local governments re-
main hamstrung by weak tax revenues, particularly at the local level. Also, the wind
down of spending from the American Recovery and Reconstruction Act means less
spending on infrastructure projects. Federal spending will also be soft through 2012
as budget realities tighten Congressional purse strings.
A potential external drag on the U.S. and other countries may come from a cri-
sis-ridden Europe. A recession is setting in in many European countries. About 20
percent of U.S. exports go to Europe, so weaker demand there will be felt here. The
government debt crisis in Europe and its impact on the European banking sector
also represents a potential drag on the U.S. economy. If the situation in Europe
devolves rapidly in 2012 there will be spillover effects on a still shaky U.S. econ-
omy. If progress is made toward addressing both the fundamental institutional prob-
lems in Europe, as well as the immediate banking sector and financial market
problems, then a moderate drag from a European recession does not stall the U.S.
economic recovery.
Local economic conditions will also improve gradually through the year for Or-
ange County. Moderate job growth will bring the unemployment rate down, re-
maining near the national average of about 8.3 percent for the year 2012. House
prices will show more stability in the Los Angeles metro area. Households will start
to feel a little wealthier and more confident. Significant risks remain, particularly
from overseas. In addition to a weaker Europe, there is also potential for cooler
growth in China and Japan in 2012. Fortunately, strengthening ties between South-
ern California and Asian economies are a positive for Orange County. A stronger
U.S. economy will mean stability and expansion for the many consumer and busi-
ness product companies headquartered in the area. A broadening base of eco-
nomic expansion, and the transition into a true economic recovery for Orange
County will make 2012 another important transition year.

Comerica Bank

Comerica Bank, with 14 banking centers located throughout Orange
County, is a subsidiary of Comerica Incorporated. Comerica is a financial
services company strategically aligned into three major business seg-
ments: the Business Bank, the Retail Bank, and Wealth Management.

Comerica focuses on relationships and helping people and businesses
be successful. Comerica is one of the nation’s oldest banks and has
been a healthy financial institution for more than 162 years.

T

Robert A. Dye
Robert A. Dye, Ph.D., is senior vice president

and chief economist at Comerica Bank, where
he leads the bank’s Economics Department,
providing research and analysis vital to Comer-
ica as well as business leaders and policy mak-
ers throughout the country. You can follow Dye
on Twitter at @Comerica_Econ or visit his Eco-
nomic Insights blog at www.comerica.com/eco-
nomics.

DDrriivviinngg  TToowwaarrdd  aa  
TTrruuee  EEccoonnoommiicc  RReeccoovveerryy  iinn  22001122
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Grant Thornton LLP is the U.S. member firm of Grant Thornton International Ltd.

There’s no reason to be standing still.

Now is the moment to leapfrog the competition through R&D, or invest 

in operational excellence. Because to grow tomorrow, you have to do 

your homework today. Dynamic companies work with us because we 

know what succeeds for growth. See what wins at growthwins.com.

EXCUSES
DON’T
WIN.

PROUD SPONSOR OF THE 
CFO OF THE YEAR AWARDS
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istory of the FBAR
More than 40 years ago, Congress passed the Bank Secrecy Act in

an effort to assist the Department of Treasury in combating money laun-
dering involving international criminal networks without “burdening un-
reasonably persons who legitimately engage in international financial
transactions” – a noble and worthwhile goal. Under this statute, certain
U.S. taxpayers were required to report their interest in foreign financial
accounts on the Form TD F 90-22.1, Report of Foreign Bank and Finan-

cial Accounts. The form is commonly referred to as Foreign Bank Account Report or
“FBAR.”

Originally, the enforcement authority for FBARs was delegated to the director of the
Treasury Departmentʼs Financial Crimes Enforcement Network (“FinCEN”), a govern-
ment-wide multisource financial intelligence and analysis network. In 2003, the FBAR
enforcement authority was re-delegated to the Internal Revenue Service (“IRS”). Unlike
other Bank Secrecy Act reports, FBARs are filed mainly by individuals and are more
closely related to tax law enforcement, as opposed to money laundering.

Prior to October 2004, penalties could only be im-
posed on persons who “willfully” failed to file FBARs
(or failed to retain records relating to the foreign ac-
count). In order to successfully establish that a per-
son acted willfully, the government needed to
demonstrate: (1) the law imposed a duty on the per-
son; (2) the person knew of the duty; and (3) the per-
son voluntarily and intentionally violated this duty. A
person could successfully claim ignorance to avoid
the imposition of penalties. If the IRS succeeded in
proving a willful violation, the maximum penalty was
the greater of $25,000 or the amount of the transaction (not to exceed $100,000).

However, the rules changed substantially when Congress enacted the American Jobs
Creation Act of 2004 (“AJCA”) as part of its increased efforts to combat tax evasion, and
its specific targeting of those taxpayers who maintained financial accounts in jurisdic-
tions with strict bank secrecy laws. The AJCA gave the IRS discretion to impose two
types of FBAR penalties:

1. A penalty of $10,000 per account, per year for a non-willful violation; and
2. A maximum penalty for a willful violation per year was increased to the greater of

$100,000 or 50% of the value of the account.
The imposition of a non-willful penalty effectively shifted the burden of proof to the

U.S. person to establish that he/she had reasonable cause for failure to file the FBAR.
These penalties could be imposed for each and every year that a U.S. person failed to
file an FBAR. Thus, the penalty for a willful violation, if imposed for successive years,
would easily exceed the value of the account.

Requirement to File FBARs
The FBARs are not filed with income tax returns, but must be received by the De-

partment of Treasury by June 30 of the following year. The requirements to file an FBAR
can be summarized in one sentence:

A United States person that has a financial interest in or signature authority over
foreign financial accounts must file an FBAR if the aggregate value of the foreign
financial accounts exceeds $10,000 at any time during the calendar year.

This rule sounds quite simple, however, its interpretation has proven to be quite com-
plex.

Interests in a Foreign Financial Account
The acronym FBAR, as indicated above, which stands for Foreign Bank Account Re-

port, can be a misleading term. One might assume that only “bank accounts” need to
be reported on the form. The reality is quite different.

A financial account includes, but is not limited to securities, brokerage, savings, de-
mand, checking, deposit, time deposit, or other account maintained with a financial in-
stitution. A financial account also includes commodity futures or options account, an
insurance policy with a cash value (such as a whole life insurance policy), an annuity
policy with a cash value, and shares in a mutual fund or similar pooled fund. Thus, the
FBAR encompasses accounts well beyond a plain vanilla savings and checking ac-
count.

Obligation to File for Those Persons with Signatory or Other Authority
While those U.S. taxpayers who have been using offshore accounts to hide their in-

come from the IRS may be of the most interest to the authorities, the obligation to file
FBARs is also imposed on those persons with signature authority or other authority
over the foreign account.

In February 2011, FinCEN promulgated regulations that clarified, at least in part, what
it means to have “signature authority” over a foreign account. Prior to the promulgation
of the final regulations, many commentators suggested that FinCEN should scrap the
filing requirement for those persons only holding signatory authority. The rationale: if the
owner of the account is a U.S. person, then the owner would be required to file their own

FBAR, and an additional FBAR filing by the signatory would be duplicative. FinCEN re-
jected these requests, in part, because it was concerned the account owners would not
report the accounts.
What If You Have Signatory Authority Over a Foreign Account, but Your Em-

ployer Also Files an FBAR Each Year
Today, the reporting requirement for signatories as identified in the Regulations is:

Signature authority is the authority of an individual (alone or in conjunction with
an other individual) to control the disposition of assets held in a foreign financial
account by direct communication (whether in writing or otherwise) to the bank or
other financial institution that maintains the financial account.

Direct communication means that the foreign financial institution will act upon a direct
communication from that individual regarding the disposition of assets in that account.

Example: Assume that an Orange County manufacturer maintains a bank account in
France to facilitate European transactions. A controller located in Irvine, Calif. is desig-
nated as the person having control of the bank account in France. Deposits and with-
drawals from the account are regularly made by the controller via fax, email and

telephone.
Surely an employee who has no actual ownership

of the foreign account cannot commit a Federal of-
fense by failing to report a bank account in which the
controller has no actual beneficial ownership, right?
Wrong. The fact that the employer files its own FBAR
with respect to the account does not relieve the con-
troller from his/her filing obligations.

For years prior to tax year 2010, a U.S. person
who had signing authority over a foreign financial ac-
count owned by his/her employer (or a subsidiary of

the employer), was excused from filing the FBAR form so long as the employer pro-
vided him/her with a certification that it had complied with its own FBAR requirements.
FinCEN was concerned that the employer might falsely provide notice to its employee
and imposed a requirement on the employee to make a separate filing.
Exceptions for Certain Employees in Regulated Business
There are certain exceptions for employees of heavily regulated entities who only

have signatory authority over the foreign financial account and no financial interest in the
account. These include:

� An officer or employee of a publicly held company, whether foreign or domestic,
with a class of equity securities, listed on any U.S. national securities exchange;

� An officer or employee of a U.S. subsidiary of a U.S. entity with a class of securities

H

Douglas Schaaf
Douglas Schaaf is the chair of the Paul Hastings Tax

Department. He provides tax and business advice re-
lating to complex business transactions and issuance
of financial instruments. Much of his practice involves
providing tax advice in cross-border transactions; ac-
quisitions and recapitalizations of corporations; part-
nership formation and restructuring matters; tax
advice concerning the acquisition and disposition of
real estate; tax controversy matters at both the state and federal level; and tax
aspects of executive compensation arrangements. Contact Douglas at
714.668.6200 or dougschaaf@paulhastings.com.

Stephen J. Turanchik
Stephen J. Turanchik is an associate in the Paul

Hastings, Los Angeles office and a member of the
firm’s Tax practice. Mr. Turanchik’s practice focuses
on tax litigation at the state and federal levels as well
as tax controversy work at the administrative levels.
Mr. Turanchik has substantial tax litigation experience
as he previously litigated for six years for the U.S. De-
partment of Justice, Tax Division, Civil Trial Section.
Contact Stephen at 213.683.6000 or stephenturanchik@paulhastings.com.

RReeppoorrttiinngg  FFoorreeiiggnn  FFiinnaanncciiaall  AAccccoouunnttss  ttoo  tthhee  IIRRSS
Companies with international operations must understand their reporting obligations

by Douglas A. Schaaf and Stephen J. Turanchik, Paul Hastings
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ver the last decade or so, limited liability companies (LLCs) have become
the entity of choice for many business ventures for a number of reasons, in-
cluding ease and expense of creation, complete limitation on liability for its
members, tremendous flexibility from an economic perspective (especially
when compared to the rigorous limitations of an S corporation), and favorable
income tax treatment.

For tax purposes, an LLC having more than one member is generally clas-
sified as a partnership, and as a partnership the LLC itself does not pay fed-

eral income tax. Instead, after the end of each taxable year each member of the LLC is
given a Form K-1 (K-1) reporting his or her share of the LLCʼs income, gain, loss and de-
duction for the year. Those items are then reported on the memberʼs individual tax return.

In some cases, however, the membersʼ tax consequences from an LLC investment (or
investment in any other entity treated as a partnership for tax purposes) is not perfectly
reflected on a K-1. Certain events can result in a “capital shift” that may result in additional
taxable income for a member. These taxable “capital shift” transactions are not always ob-
vious, and great care should be used to ensure that an unwanted “capital shift” does not
occur.

Example 1 – Grant of Capital Interest to Service Provider
The simplest and most common form of capital shift occurs in a compensatory situa-

tion, and is best demonstrated by the following example. Suppose A and B are members
of AB LLC (classified as a partnership for tax purposes), which operates a successful
business worth $1,000,000. Suppose further that A and B want to reward and incentivize
C, a long-time employee of AB LLC, because she has performed very well historically
and has contributed significantly to the growth of the business. To do so, A and B decide
to grant C a 10% capital interest in AB LLC. Upon grant, C has a right to a share of LLC
capital equal to $100,000. As a result, C has recognized taxable ordinary income of
$100,000, even though she in fact received no cash.

Applicable tax rules provide that if a service provider is granted an interest in LLC cap-
ital as compensation for past or future services, the fair market value of that interest in
LLC capital transferred is includible in the service providerʼs taxable income, either at the
time the transfer is made for past services or at the time the services have been ren-
dered where the transfer is conditioned on the completion of the transfereeʼs future serv-
ices. It is important to note that taxable income is recognized even though no cash is
received, and that the income is ordinary in nature.

Example 2 – Grant of Profits Interest to Service Provider
The scenario in Example 1, which can result in current taxation to the service provider,

should be contrasted to the grant of a profits interest to a service provider. In a profits in-
terest grant, C is granted a 10% interest in future AB LLC profits, but has no right to any
part of the $1,000,000 of value that existed before she received her interest. In that case,
C should recognize no current taxable income as a result of the grant. The key distinc-
tion between the two examples is that in Example 1, if the LLC were to liquidate the day
following the grant, C would have an immediate right to receive $100,000 in partnership
capital, whereas in this Example C would receive $0 in a next-day liquidation. This “liq-
uidation value” concept is important to consider in the next example.

Example 3 – Preferred Interest Holder
Suppose A and B each contribute $100 to a new LLC (classified as a partnership for

tax purposes), which buys property for $200. A receives Class A shares that entitle him
to a priority return of capital and a 10% annual cumulative preferred return on capital. B
receives Class B shares that entitle him to a return of capital following the distributions
required to be made to A. Any remaining profits are split 30 percent/70 percent between
A and B, respectively. At the end of Year 1 of the LLC, the value of the property has not

changed, and there has been no net income, net loss, or distributable cash. As a result,
Aʼs preferred return is not paid and A is not allocated any income from the LLC. Never-
theless, the IRS may argue that A should recognize taxable income of $10 for Year 1.

The argument for current taxation is as follows: at the end of Year 1, the value of the LLC
is $200, and A and Bʼs respective shares of that value is determined by the distribution wa-
terfall. Applying the liquidation value concept detailed above, upon liquidation of the LLC
at the end of Year 1, A would receive $110 and B would receive $90. Thus, it is arguable
that there has been a capital shift between A and B, even though no money has changed
hands and no income or loss allocations have been made. In other words, why should A
not be taxed the same as C in Example 1?

The case for taxing A is strengthened by tax rules that treat a partner as recognizing or-
dinary income to the extent of any payment made or otherwise due to a partner for “the
use of capital,” if such payment is obligated to be made without regard to the partnershipʼs
income. This is known in tax parlance as a “guaranteed payment.” Here, Aʼs preferred re-
turn may be considered to be a guaranteed payment because A gets a 10% preferred re-
turn on invested capital even if the LLC never makes a profit. The tax consequences of
this guaranteed payment may depend on the LLCʼs method of tax accounting; if the LLC
is an accrual basis taxpayer, the LLC would accrue a current liability reflecting its obliga-
tion to make the payment to A. This accrual would permit the LLC to take a current tax de-
duction (which would be allocated solely to B), but also result in current income to A. If,
on the other hand, the LLC is a cash basis taxpayer, the deduction and corresponding in-
come should not be recognized until the payment is actually made.

In my view, Aʼs situation in Example 3 is different from Cʼs situation in Example 1 and
should not result in current taxation to A, even if the LLC is an accrual basis taxpayer.
Under applicable rules, the change in liquidation preference between A and B after Year
1 generally does not result in a shift in capital account balances on the LLCʼs books,
whereas it does so with C in Example 1. Moreover, I know of no guidance from the IRS –
published or otherwise – that would treat A as receiving current income in this situation.
Nevertheless, there is a risk that the IRS could take an aggressive position and argue for
current taxation.

In summary, appropriate tax planning should be done in any deal involving an LLC to
ensure that the desired tax treatment is achieved. For more on capital shifts, see my up-
coming article, “Taxation of Noncompensatory Capital Shifts,” scheduled to be published
in the December 5, 2011 issue of Tax Notes.

Rutan & Tucker

Rutan & Tucker has enjoyed a leading role in shaping Orange County and Califor-
nia businesses and communities, today standing as the largest full-service busi-
ness law firm based in Orange County. With approximately 151 attorneys, Rutan
& Tucker is well-positioned to meet the legal needs of a broad range of clients
doing business in California and beyond.
Rutan & Tucker represents a broad spectrum of clients, from major multinational

corporations and financial institutions to family-owned businesses and private
individuals; from high-technology and industrial enterprises to agricultural firms;
from real estate developers to governmental agencies, educational institutions
and charities. The firm's practice extends throughout the United States and in-
cludes both the representation of foreign companies doing business in the
United States and domestic companies engaged in activities abroad.

A

Brad Martinson
Brad Martinson is a partner in Rutan & Tucker’s Corpo-

rate Section specializing in tax law where he represents
domestic and foreign corporations, partnerships and joint
ventures involved in mergers and acquisitions, and re-
structurings of financially-troubled corporations and part-
nerships. Mr. Martinson has represented numerous
clients, both corporate and non-corporate, in both public
and non-public acquisitions and divestitures using a variety of structures, in-
cluding mergers, taxable and nontaxable transactions and joint ventures. Mr.
Martinson can be reached at 714.338.1870 or bmartinson@rutan.com.

Page A-18 Get local breaking news: www.ocbj.com ORANGE COUNTY BUSINESS JOURNAL / CFO OF THE YEAR AWARDS ADVERTISING SUPPLEMENT January 2, 2012

Beware the Taxable Capital Shift
by Brad Martinson, Partner, Rutan & Tucker LLP

CFO-Guide(small):Layout 1  12/15/11  5:48 PM  Page 18



January 2, 2012 ORANGE COUNTY BUSINESS JOURNAL / CFO OF THE YEAR AWARDS ADVERTISING SUPPLEMENT Get local breaking news: www.ocbj.com Page A-19

CFO-Guide(small):Layout 1  12/15/11  6:01 PM  Page 19



hould a separate board set accounting standards for private companies, or
should a single board set standards for both private and public companies?

State accounting associations, including the California Society of CPAs,
as well as most in the accounting profession prefer the former. In fact, a Blue
Ribbon Panel on Standard Setting for Private Companies endorsed a sepa-
rate board in early October. Established in December 2009, the panel con-
sists of representatives from the National Association of State Boards of
Accountancy (NASBA), the American Institute of Certified Public Account-

ants (AICPA) and the Financial Accounting Foundation (FAF).
Yet despite the recommendation of a panel it participated in, the FAF is rejecting its

findings. (The FAF oversees the Financial Accounting Standards Board (FASB), which
has purview over both private and public accounting standards in the United States.) The
FAF, however, does plan to create a Private Company Standards Improvement Council.
According to the FAF, this council would have “the authority to identify, propos and vote
on specific improvements to U.S. accounting standards for private companies.” Never-
theless, the FASB still would need to approve any changes the council recommends.

The council would consist of between 11 and 15 members representing accountants,
lenders, investors and other interested parties. Working with the FASB, the council would
review the professionʼs Generally Accepted Accounting Principles (GAAP) and identify
areas to modify for publicly held companies. The FASB would need to ratify any changes
approved by two-thirds of the council. After a round of public comments and additional re-
view, the change would undergo a final vote, which the FASB again would have to ratify
before implementation.

The AICPA and others argue against the FAF council proposal. They point out that the
FASB is top-heavy with representatives from publicly held companies who do not fully
comprehend the needs of privately held companies. They also note that with FASBʼs in-
volvement at every step of the process, GAAP modifications for privately held companies
will be slow in coming. Furthermore, the FASB essentially could veto any council decision.

United States Follows GAAP
Publicly and privately held companies in the United States follow GAAP for financial re-

porting. Although various elements of GAAP have long been practiced, it became codi-
fied in 1953. The then Committee on Accounting Practices, a subgroup of the predecessor
of the AICPA, developed the codification. Nowadays, the FASB, which consists of seven
independent board members plus staff, oversees GAAP.

Although GAAP itself is not part of legislative law, the U.S. Securities and Exchange
Commission (SEC) has ruled that all publicly held companies must follow it when re-
porting financial information. Many privately held company financial reports also conform
to GAAP. Thatʼs because their banks, potential investors, creditors and shareholders,
among others, rely on reports based on GAAP.

As its name indicates, GAAP is a principles-based accounting system. Accountants
prepare financial statements and review a corporationʼs operations according to certain
guidelines. They may only depart from these principles if strictly adhering to them would
result in misleading statements. If that happens, they must indicate why they departed
from GAAP and how it affects the report.

According to the AICPA, there are about 28 million privately held companies in the
United States. Their activities drive about half of our nationʼs economy. Most of these
companies are relatively small. For them to comply with GAAP requirements as currently
written often overly burdens them financially. Too, their investors and other interested
parties may not need the complicated reports required under GAAP, and some GAAP in-
formation is not pertinent for privately held companies.

World Follows IFRS
While U.S. companies use GAAP, most of the rest of the world does not. About 90

countries, including our principal trading partners, use International Financial Reporting
Standards (IFRS). IFRS, which the London-based International Accounting Standards
Board (IASB) developed, essentially sets accounting rules, not principles, for businesses
to conform to. Furthermore, compared to GAAP, IFRS is less detailed.

Currently, many American-based public companies with operations or subsidiaries out-
side the United States report financial information using both systems. The SEC also re-
quires foreign companies with U.S. subsidiaries to reconcile certain information to GAAP.
Obviously, reporting financials using both systems doubles the work and expense.

Within a few years, the United States and the rest of the world may require one sys-
tem globally for financial reports. The problem is how this global system would come
about. Essentially, there are three paths: The FASB and IASB could “converge” the two

standards. The SEC could require outright adoption of the IFRS by Americaʼs publicly held
companies. Or there could be a hybrid of the previous two approaches known as “con-
dorsement.”

The FASB and IASB are discussing convergence. Converged standards – a merging of
GAAP into IFRS – might ease transition between the two systems and reduce costs of
switching directly to IFRS. Still, convergence could also mean some differences between
how companies report in the United States versus how they report overseas. So propo-
nents of IFRS believe that convergence will be more costly and complex than outright
adoption of IFRS.

Initially suggested by SEC staff in May, condorsement essentially would retain the GAAP
label while gradually incorporating IFRS rules on a step-by-step basis. This approach
could take up to a decade or so to complete. Leslie Seidman, FASB chair, has indicated
she favors condorsement. In a recent speech to the NASB, she noted that unique features
of Americaʼs business environment might necessitate a continuing role for nationally based
accounting standards.

The SEC was going to announce this month which of these approaches it favored. But
on Dec. 6, James Kroeker, the SECʼs chief accountant, told the AICPA that the SEC
needed “a few additional months” before it could issue a decision. Furthermore, the SEC
may even consider retaining GAAP for U.S. public companies.

What Should Privately Held Companies Follow?
So how does IFRS convergence, adoption or condorsement affect Americaʼs privately

held companies?
However the SEC decides, its ruling essentially applies only to publicly held compa-

nies. Nevertheless, privately held companies, especially those that adopted some of the
provisions of the Sarbanes-Oxley Act, could conform to the new rules. They also could just
continue to follow GAAP.

But as pointed out earlier, use of GAAP as currently codified creates expenses and
complexities that many privately held companies find inordinately burdensome. Many in
the accounting profession would like GAAP modified for privately held companies. Such
modifications would not reduce the accuracy or validity of their financial statements. Nor
would they obfuscate critical data. Rather, the modifications would clarify and enhance
specific information about privately held companies that would be of most value to their
investors, bankers, creditors and other interested stakeholders.

Although the FAF has announced it will establish a council under the FASB to recom-
mend changes in GAAP that would affect privately held companies, it is seeking public
comments about the decision through Jan. 14. Interested parties can email the FAF at
PrivateCompanyPlan@f-a-f.org. The FAF also will be conducting roundtables on its plan
at three locations around the country. One of those roundtables will be on Feb. 7 in Palo
Alto. Registration information for the roundtables is at http://www.accountingfounda
tion.org.

Accordingly, Paul Stahlin, outgoing chairman of the AICPA, asks his fellow CPAs to write
the FAF to change direction. Stahlin specifically encourages accounting professionals to
advise the FAF to create an autonomous board for privately held companies.

S

Gregory N. Coleman
Gregory N. Coleman, CPA is an audit and assurance

partner at White Nelson Diehl Evans LLP in Irvine and a
board member of the California Society of CPAs, Orange
County/Long Beach Chapter. Mr. Coleman has over 18
years of public accounting experience and his responsi-
bilities include the oversight of attestation services for
large, middle market companies located in Orange County
and the Inland Empire areas. He specializes in the areas of manufacturing and
distribution, employee benefit plans, construction contracting and other var-
ious industries. He is a member of the American Institute of Certified Public
Accountants (AICPA) and the California Society of Certified Public Accountants
(CalCPA) and may be reached at gcoleman@wndecpa.com.

Bridging the GAAP Between Accounting Reporting Systems
by Gregory N. Coleman, CPA
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icrosoftʼs paying a 7 percent tax rate! How,
you ask? By utilizing some basic international
tax strategies which might apply to you! The
fact is, few large U.S. companies pay the
standard U.S. corporate rate of 35 percent.

According to a recent study reported by
Thomson Reuters, nearly $1.2 trillion of ac-
cumulated U.S. corporate profits are now held

in overseas subsidiaries. The U.S. government taxes U.S.
businesses on income earned worldwide, but allows them to
defer taxes until the money is brought back to the U.S., so
many corporations keep profits abroad, particularly as they
increase investment overseas.

Some Congressional leaders have even begun calling for a “repatriation holiday” that
would allow corporations to bring back money held offshore at a lower rate (5.25 percent
has been kicked around) similar to a one-off deal in 2005 through which corporations
brought back $312 billion.
A few strategic ways to effectively reduce your tax rate are through establishing foreign

corporations, a captive insurance company and/or establishing an IC-DISC.

Foreign Corporations: Deferral and Control
The most important limitation on the worldwide taxation of United States persons results

from the treatment of foreign corporations. Foreign corporations are generally not subject
to U.S. tax on their foreign source income. This remains largely so even when the foreign
entity is owned entirely by U.S. shareholders, a reflection no doubt of the basic principle
in U.S. corporate and tax law of treating corporations as entities separate from their own-
ers. U.S. persons can therefore remove many overseas business undertakings from the
reach of current U.S. taxation by conducting them through their own controlled foreign cor-
porations. This regime is known as “deferral” because, when it applies, the earnings of
foreign corporations owned by Americans are not subject to U.S. income tax until actu-
ally returned to U.S. shareholders as dividends or other gains constituting currently tax-
able income; therefore, U.S. tax is accordingly deferred on undistributed foreign earnings
that remain invested in foreign business operations. The deferral of U.S. taxation, given
the time value of money, can be extremely valuable, with the obvious constraint that de-
ferral is worthwhile only when the foreign rate of taxation is significantly lower than the
U.S. rate, and the less obvious constraint that there is also little benefit from deferral un-
less the U.S. tax on repatriated income can be minimized or avoided. If no foreign taxes
are imposed, protracted or indefinite deferral can be virtually as valuable as total ex-
emption from U.S. tax.

Unlimited deferral would leave open similarly unlimited opportunities for tax avoidance.
Assets producing passive income, and even active business operations, could be tucked
into corporations organized in low tax jurisdictions beyond the reach (and at the expense)
of the treasuries of any of the industrial and commercial countries.

A number of U.S. tax provisions limits the scope of deferral. Generally, deferral remains
possible for active business operations undertaken through foreign corporations. It is not
available, however, for a variety of “tax haven” operations, conducted through so-called
“controlled foreign corporations;” that is, corporations under the actual control or owner-
ship of a small number of U.S. shareholders. The passive investment income and tax
haven earnings of these controlled foreign corporations are immediately taxable to their
U.S. shareholders, as well as certain investments of U.S. persons in non-controlled for-
eign corporations. In the past 45 years there have been substantial inroads on the scope
of deferral, and a concomitant enlargement of current taxation, such that the surviving do-
main of unalloyed deferral is populated largely by shareholdings in foreign corporations
engaged in active business operations overseas.

Summary:
The establishment of foreign corporations can be complex and costly, but as we see in

the highly reported case of Microsoft, the benefits can be tremendous, perhaps even
achieving a 7 percent tax rate for your business!

Captive Insurance Company – 200-year-old strategy
A “captive” is an insurance company that insures the risks of its owner, affiliated busi-

nesses, or a group of companies. It issues policies, collects premiums, and pays claims.
It is an alternative to traditional commercial insurance and reinsurance options. Whereas
a commercial insurer is owned by a broad base of stockholders or policyholders, a cap-
tive is owned by a finite group of owners or owner. Many of the Fortune 500 companies
utilize this strategy not only for insurance reasons but for tax reasons as well.

An insurance company, including a captive, may elect pursuant to 28 U.S.C. sec. 831(b)
to be taxed on its investment income only, so long as the company receives less than $1.2
million in premiums each year. The 831(b) election is filed along with the companyʼs first
tax return, and cannot be revoked without the consent of the Secretary of the Treasury.

This election is an incentive provided by Congress to encourage the formation of new
insurance companies. What 831(b) effectively allows, is for a small insurance company
to receive up to $1.2 million per year in premiums, without paying any income taxes on

those premiums!
The 831(b) election does not affect – at all – the deductibil-

ity of the premiums paid by the operating business to the cap-
tive. So long as those premiums are otherwise deductible,
they may be deducted by the operating business just like any
premium payments to a captive. This has the effect of creat-
ing a deduction of up to $1.2 million in the operating business,
with the premium moneys transferred to the captive, and with
the captive not paying any income taxes on the receipt of
those premiums.

The first captives date back to the 1800s when a New Eng-
land textile manufacturer created a group captive (in the form
of a mutual company) in response to high fire insurance rates

of that period. Sound familiar?
Summary:
Essentially, an operating company can insure risks up to $1.2 million in their own cap-

tive insurance company, deduct the premiums against operating income, and pay NO
taxes as the insurance company due to the provisions granted under 831(b)! Be sure to
deal directly with your tax advisor, actuary and legal counsel in order to avoid all the mid-
dle men running around town selling this concept as an annuity to their business. While
expensive to establish, by going direct to the required advisors, you can slash your costs
of maintaining these entities significantly. These entities can be established in over 60 for-
eign domiciles or almost any U.S. state now.

IC-DISC – Running out of Time?
Interestingly, you donʼt need to necessarily establish foreign corporations to achieve

some significant tax breaks. The establishment of an IC-DISC might be considered for
those qualifying companies.

Essentially, an IC-DISC is a domestic corporation principally involved in selling U.S.
goods and some qualifying services overseas. Congress enacted the regime to try to stim-
ulate exports. You see, a DISC is a tax-exempt entity.

As a threshold, to qualify for an IC-DISC, the U.S. exporter must have U.S. export prop-
erty, produced or manufactured in the U.S., with 50% U.S. content, which is sold prima-
rily to offshore customers. Setting-up an IC-DISC is designed to be very simple. It must
be a C-Corporation organized under the laws of any state or the District of Columbia, with
only one class of stock that has a par value of at least $2,500. Shareholders file a Form
4876-A, “Election to Be Treated as an Interest-Charge DISC,” with the IRS within 90 days
after the beginning of the tax year. IC-DISCs do not need the typical corporate “substance”
requirements – most IC-DISCs are “paper” entities and are not required to perform sub-
stantial economic functions nor have employees and office space. The IC-DISC must only
maintain its own books and records separate from the export company. Despite lacking
the typical substance one would expect from a corporate entity, the IC-DISC is treated as
a viable entity for legal and tax purposes.

When established correctly, the IC-DISC will be able to dividend its deferred income
back to its shareholders at 15%, thus converting 35% ordinary income to 15% dividend in-
come.

The IC-DISC tax benefit comes by way of a commission payment from the exporter to
the IC-DISC. The commission payment is an actual payment from the U.S. exporter to
the IC-DISC, and is determined as either 4% of the U.S. exporterʼs qualified export receipts
or 50% of the exporterʼs taxable income (whichever is greater). The commission payment
to the IC-DISC is fully deductible for the U.S. exporter and is only minimally taxable on ei-
ther a deferral basis or at favorable dividend rates.

Summary:
Generally, shareholders may defer up to $10,000,000 of annual commission income in

the IC-DISC. If the IC-DISC defers this income, there is a shareholder level tax on the de-
ferred tax. If the shareholders decide not to defer, currently, the IC-DISC commission in-
come is taxable to the shareholders as a dividend. Unfortunately, the dividend tax rate of
15% is set to expire at the conclusion of 2012 unless Congress and the President agree
to an extension of this tax benefit, so this may be the final year of seeing significant ben-
efits from an IC-DISC strategy.

RJI Ramirez Jimenez International CPAs

Established in 1980, the CPA and consulting firm specializes in audit, corporate
and international tax issues for publically traded and large private companies. The
firm was recently selected to represent DFK International in Southern California.

DFK is one of the largest associations of CPA firms in the world with over 300
offices worldwide.

M

Manuel J. Ramirez, CPA MST DABFA
Manuel has served as president/CEO of RJI International

CPAs since 1992. He started his accounting career in
1982, possesses a master’s in taxation, specializing in
corporate and international tax law. He was appointed to
the California Board of Accountancy in 2007 and served as
its president in 2010.

International Tax Strategies - Reduce Your Tax Rate!
by Manuel Ramirez, President / CEO, RJI Ramirez Jimenez International CPAs
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rvine-based JetSuite continues to grow its market share
by providing customers with the convenience and comfort
they seek from flying privately, coupled with commitment-free
pricing programs that are allowing more people to fly pri-
vately than ever before. Exclusively flying a fleet of brand-new
Embraer Phenom 100s, JetSuite offers the most spa-
cious, fuel-efficient jet in its class and has also attained the

coveted ARG/US Platinum rating, the highest level industry safety
rating.

Building upon JetSuiteʼs unbeatable pricing structure, which in-
cludes unheard of $499 SuiteDeals through the companyʼs Face-
book page, JetSuite recently introduced SuiteShare, allowing
customers to share the aircraft on a per-seat basis. This program
lowers individual flight costs and reaches the single traveler, who previously may not have con-
sidered private air travel. Additionally, JetSuite guarantees a maximum hourly rate of $4,000 for
members of its SuiteKey program, who also receive benefits such as flight bonus credits.

Since its launch in 2009, JetSuite has consistently introduced new
programs and partnerships in an effort to improve accessibility and
visibility. Late last year, JetSuite announced a major partnership with
Singapore Airlines, allowing Singapore Airlines passengers to con-
nect seamlessly between international flights to and from over 500
JetSuite destinations.

JetSuiteʼs Phenom 100s will take clients anywhere in the U.S,
Canada and Mexico, but flying among its SuiteSpots, which include
the metro areas of Austin, Dallas, Houston, Las Vegas, Los Ange-
les, Mammoth, Orange County, Palm Springs, Phoenix,
Reno/Tahoe, Sacramento, San Antonio, San Diego, the San Fran-
cisco Bay Area and Tucson, offers the most significant savings.

JetSuite recently appointed Zappos.com CEO Tony Hsieh (who
led a $7 million round of investment funding) to its board of directors and will continue to expand
its fleet as part of the brandʼs expansion plans for 2012 and the coming years.

For more information, please call 866.779.7770 or visit JetSuite.com.

I

Additional changes
Warranties are troublesome in existing

practice. The new guidance breaks war-
ranties out into a separate performance con-
tract if they are sold separately. For example,
a retailer that sells an appliance with a sepa-
rately priced warranty contract would recog-
nize the revenue allocated to the appliance
upon delivery, and the revenue allocated to
the warranty contract over the warranty term.
If the warranty is not sold separately, the rev-
enue would be recognized upon delivery, with
accrual of the estimated warranty costs.
Breakage revenue has become more im-

portant as gift cards and pre-purchased cell
phone minutes have proliferated. Some com-
panies, particularly private ones, recognize
breakage revenue – unused minutes or gift
card balances – up front based on estab-
lished historical uses.

Under the new rules, when a pattern of
breakage can be estimated, breakage rev-
enue should be recognized on a proportion-
ate basis, i.e. over the life of the gift card until
expiration. If a pattern canʼt be estimated,
such revenue should be recognized only
when the customerʼs usage becomes remote,
or past the expiration of the card, for exam-
ple.
Contract costs. Costs of obtaining a con-

tract are capitalized if they are incremental,
directly related to a contract, and recoverable
from the expected contract.
Uncertain consideration – This guidance

covers things like sales-based royalties and
performance bonuses. Currently, most com-
panies do not recognize these contingent rev-
enues until they are known, but under the
new guidelines they will be recognized when
reasonable assured, on a probability-
weighted or most likely amount.
Bill and hold transactions, where a cus-

tomer prepays for goods that are delivered
later are not currently discussed in GAAP, but
are part of SEC guidance. The new guidance
adopts the stringent SEC stance. Thus, some
private companies will not recognize revenue
as early as before. Up-front fees will be rec-
ognized over the estimated performance of
the service, i.e. a health club membership,
which, based on experience, could extend
past the membership. Time value of money
must be considered if there is a financing
component to the sales, such as when there
is more than a year between delivery of the
good or service and customer payment.

Revenue recognition is one of the major
projects on the proposed international con-
vergence schedule. It was supposed to be
completed by now but has been extended, in
part because of the approximately 1,000
comments that have been written. Now, the
new target for issuing a final standard is the
end of 2012. As noted before, the mostly
likely adoption would be in 2015, requiring ei-
ther full or partial retrospective accounts
going back up to three years.

HEIN
continued from page A-6
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conomic volatility. Tax reform. IFRS and convergence. Hedging strategies. The
scope of a chief financial officerʼs (CFO) responsibilities is constantly expand-
ing and calls for a team of highly skilled leaders as well as deep bench strength.
Identifying and keeping that talent is far from easy.

In fact, it is the talent paradox. Despite continued high unemployment rates,
many CFOs tell us they cannot find the talent they
need. In the Q1 2011 DeloitteCFOSignals™ survey,
for example, one out of three CFOs surveyed said

they were having trouble filling open positions, and nearly 60%
were taking steps to engage and “lock in” top performers. At the
same time, critical talent is on the move. Since the end of the re-
cession, for example, voluntary quit rates have nudged higher according to the Bureau of
Labor Statistics. In addition, finance employees are at greater risk of being poached as com-
panies compete for the same highly skilled talent pool.

None of that bodes well for CFOs who want to move beyond their operator and steward
roles and focus on strategy. It is hard to move forward when you do not have the team you
need. Yet, when CFOs honestly assess their teams, they often do not see the talent neces-
sary to free them up to concentrate on broader business priorities. So when critical talent can
be identified, it is even more imperative that CFOs work to retain that talent and neutralize
the triggers that can lead to a separation.

Recently in Deloitteʼs bi-weekly CFO Insights series, we looked at the benefits of having
a finance strategy that identifies the people and skills needed at the macro-, micro-, and in-
dividual levels, and outlined how to deploy them most effectively (“Do You Have a Finance
Talent Strategy?,” CFO Insights, July 2011). In this article, we examine ways to consider
identifying critical performers and develop strategies to keep them loyal and productive.

Differentiating good employees from critical players
With finance talent at a premium, it might be easy to view everyone on your team as es-

sential. After all, it takes time and money to identify and develop critical skills – a real deter-
rent to changing up talent even when the situation warrants it. In addition, it is often easy to
get caught up in the “rescue fantasy” associated with trying to mold subpar performers.

But identifying your truly critical players should be the first step in developing a world-class
team, and the process entails more than just measuring productivity. Instead, it requires a
careful evaluation of a) who has the skills necessary to execute on your current set of prior-
ities, b) who can be trusted to effectively execute those priorities, and c) who can raise the
bar on performance and reshape expectations. As one CFO recently told us, his yardstick
was to imagine exiling all of his employees out to the parking lot and then inviting back only
those he could not do without. Our alternative is to simply ask the following questions:

1. What knowledge, skills, and experiences do you need now? Who on your team
most/most significantly embodies those skills?

2. Given your priorities in finance over the next year, who are the wingmen you can trust
to execute them?

3. If someone you consider critical resigned tomorrow, do you have the bench strength to
backfill the position? Is the current talent capable of developing successors?

4. Despite how talented this individual is, does he contribute in any negative way to the or-
ganization?

5. Finally, when you evaluate your key players, do you only consider their value as indi-
viduals or as part of a larger whole? In other words, do they team well?

Departure triggers; retention levers
Once the key players are identified, the challenge then becomes how to motivate and re-

tain them. Thatʼs not easy when many are eying the door. In fact, among 356 global em-
ployees surveyed last spring for Deloitteʼs Talent Edge 2020 study, only 35% expect to stay
with their current employers, down from 45% in 2009. Moreover, 65% of global employees
report they are either passively or actively testing the job market.

In finance, such turnover could be devastating given the leanness of most operations and
the current focus on growth. But the solution is not simply a matter of increased compensa-
tion or benefits. Rather in the same research study, we found that retaining top talent man-
dates an understanding of employee expectations. And in finance, we would argue, it is up
to the CFO to develop the finance talent strategy to meet those expectations and tailor it for
critical performers.

Specifically, the research identified the following departure triggers, and here we offer
some suggestions for muting them for top performers:

1. Lack of career progress. Topping the list (28%) was the opportunity to grow and ad-
vance – and thatʼs particularly important in finance. As we discussed previously, the hall-
marks of a world-class finance-talent organization are developed competency models,
articulated views of career advancement, and positive talent experiences. With “must-have”
employees, however, CFOs should also avoid handcuffing them to certain roles because of
their skills. Instead, you should consider stretch assignments, such as moves outside of fi-
nance, particular roles in key geographies as well as board and enterprise projects.

2. Lack of compensation increase. In this era of cost cutting and wage stagnation, it is
not surprising that inadequate compensation is often a departure trigger (24%). In finance
though, with so much compensation data publicly available or shared over social media, the
issue is not often the pay itself, but the perception of the fairness of pay. In our experience,
there will almost always be some who will leave for the money, but most high performers are

looking for balance. Consequently, it is up to the CFO to find out what top performers actu-
ally value – off-cycle bonuses, virtual work arrangements, etc. – and tailor those factors to de-
termine/confirm motivation and loyalty. At the same time, when corporate uncertainty
mandates specific skills, CFOs still should consider “ring-fencing” their top performers with
pay packages or incentives that prevent inopportune exits.

3. Lack of trust in leadership. Quite simply, most employees
want leadership that inspires trust. For high performers in finance
that trust is embodied in the CFO, who can earn it by being straight-
forward, honest and complete. For some top employees, gaining
trust is sometimes a matter of straight talk from the CFO. Finance
professionals often are in the know regarding many challenges fac-

ing the company; it helps to hear the CFO address these concerns directly. This trust can fur-
ther be developed through clearly communicating individual career expectations or
commitment to a given employee.

4. Lack of job security. Given the volatile economic conditions, job security is obviously
a departure trigger, cited by 24% of respondents. For top performers, however, the skills that
make them critical, such as tax or treasury expertise, often provide job security. At the same
time, that expertise can also make them prime poaching targets. In such cases, offering se-
lective contracts or other incentives may be something CFOs want to consider.

5. New opportunities. Finally, there is always the risk of a competitor offering your top
performer better pay or an intriguing opportunity. To keep critical performers from straying
requires communication as well as action. Simply having regular check points with your tal-
ent not just about their work, but about their attitudes toward their work, is crucial. In addition,
as CFO you should stay abreast of any potential competitor moves that might lead to poach-
ing. And if all that seems too time consuming, keep in mind that much of an executiveʼs value
comes from navigating the firm – something your top performers already know how to do.

The talent/value equation
Simply knowing the triggers, of course, does not guarantee retention. That is why some-

times it pays to employ creative incentives to retain critical players.
Take the case of the telecom CFO who recently challenged his team to elevate the process

of finance hiring and leveraged 25 key performers as mentors to summer interns. Those key
performers not only helped identify future finance leaders, but also helped reinvigorate the fi-
nance career track.

Another CFO we worked with sought to transform his department into a “net exporter of tal-
ent.” Concerned that other parts of the business did not value finance, he developed a com-
petency model and talent strategy that determined which high performers were prime
candidates to move into the business units. Those staffers not only gained valuable skills, but
helped raise the profile of finance throughout the company – so much so that the program is
now being adapted in other business areas.

Sometimes retention is tied to other more basic factors. Another CFO recognized a critical
staffer was working long hours on a deal in addition to a long commute. He proactively en-
couraged flexible work arrangements from home so the employee felt valued, reduced travel
times and avoided burn out.

In each case, the CFO was thinking strategically about how to retain top performers. Such
creative thinking is a competitive weapon at a time when recession as a retention strategy
no longer holds merit. And by developing finance talent programs that keep top talent com-
mitted, challenged and excited about their prospects, you may not only thwart the triggers that
lead to separation, but also set your organization apart as a world-class employer.
For more information, visit www.deloitte.com/us/cfocenter.

This publication contains general information only and is based on the experiences and re-
search of Deloitte practitioners. Deloitte is not, by means of this publication, rendering ac-
counting, business, financial, investment, legal, tax, or other professional advice or services.
This publication is not a substitute for such professional advice or services, nor should it be
used as a basis for any decision or action that may affect your business. Before making any
decision or taking any action that may affect your business, you should consult a qualified pro-
fessional advisor. Deloitte, its affiliates, and related entities shall not be responsible for any
loss sustained by any person who relies on this publication.

About Deloitte
Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private
company limited by guarantee, and its network of member firms, each of which is
a legally separate and independent entity. Please see www.deloitte.com/about for
a detailed description of the legal structure of Deloitte Touche Tohmatsu Limited
and its member firms. Please see www.deloitte.com/us/about for a detailed

description of the legal structure of Deloitte LLP and its subsidiaries. Certain
services may not be available to attest clients under the rules and regulations of
public accounting.

Copyright © 2011 Deloitte Development LLC, All rights reserved.
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Rob Lucenti, Office Managing Partner,
Orange County Practice, Deloitte & Touche LLP

Rob has more than 20 years of public accounting experience with De-
loitte, including leadership roles as a Senior Strategic Client Relationship
partner in Los Angeles, serving as the Pacific Southwest Region Audit En-
terprise Risk ServicesMarketplace leader. During this time hewas involved
in building client relationships with a focus on driving quality service be-
fore assuming the managing partner role for the Orange County practice
in June 2008. As managing partner of the Orange County practice, Rob
oversees Deloitte’s four businesses: audit, tax, consulting, and financial advisory services. Rob leads
Deloitte’s Orange County marketplace and community activities and serves as an advisory partner
on many of the practice’s major clients.

Contact Rob at 714.436.7241.

Do You Have the Finance Talent You Need Now?
by Jeff Schwartz, Managing Director, Human Capital, U.S. India, Global Co-Leader, Talent, Performance and Rewards, Deloitte Consulting LLP;

Ken Kunkleman, Director, Organization & Talent, Deloitte Consulting LLP; and Dr. Ajit Kambil, Global Research Director, CFO Program, Deloitte LLP
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t Cigna, we know a “one-size-fits-all” approach to health care coverage
doesnʼt work. After all, your one-of-a-kind company has unique needs that
change as your business changes. To help you meet those needs, weʼve
developed an extensive selection of funding solutions, Options that let you
decide how to best manage your cash flow and risk protection needs.

Fully Insured
Predictable premium offers complete protection.

Our Fully Insured solution is a simple way to fund your employee health benefits. You
get full insurance protection for all covered claims.

Under this option, youʼll pay a predictable monthly insurance premium. Premium rates
are based on your own claims experience or your employee demographics, and your
plan design. Your monthly premium rate wonʼt change during the year, so youʼll always
know exactly what to budget for your group health insurance coverage. And, as always,
your paid premium is tax-deductible. Think of it as a predictable approach to funding your
employee health benefits.

Shared Returns Fully Insured (Participating)
A Fully Insured plan with a cash-back opportunity.
Shared Returns® Fully Insured gives you predictable, risk-free

protection at rates based on your own claim experience or your
plan demographics, but with an added bonus – a cash-back op-
portunity. At the end of every policy year, weʼll evaluate your actual claim history. If it turns
out your claims and expenses were lower than expected, weʼll calculate whether youʼre
eligible for a refund.

Predictable costs. Full insurance protection. And the potential for cash back. Itʼs a com-
bination thatʼs hard to beat.

Shared Returns Minimum Premium (Participating)
Lower monthly premium payments and cash flow advantages.
A version of Fully Insured, our Shared Returns Minimum Premium solution provides

full claim-coverage protection with rates based on your own claim experience or your
plan demographics. Youʼll also get premium tax advantages and other additional features
that can help improve your companyʼs cash flow.

For starters, youʼll pay a lower monthly premium that helps improve your companyʼs
cash flow. That means you will pay lower premium taxes. Second, with Shared Returns
Minimum Premium, you set up a special bank account to fund your claims. Funds are
withdrawn from the account when claims are processed and paid. So, instead of paying
a full premium upfront to cover potential claims, you pay a smaller premium and fund
claims as they are processed. Which means in a month when your claims are lower than
expected, youʼll realize those savings immediately.

And, if claims are higher than expected, youʼre protected by monthly and annual
funding caps. Weʼll establish predetermined funding caps on your account and any claims
that exceed those caps become our responsibility.

And, finally, with Shared Returns Minimum Premium funding, you may have the option
to hold your claim reserves1 – which can mean greater cash management control for you.

Self-funding
Maximize cash flow and control of your health care dollars.
Our Self-funding solution is a smart choice for companies that want to maximize their

cash flow and retain more control of their health plan benefits spending.

With a self-funding arrangement, you have full control of your money. Thereʼs no
monthly premium, which means youʼll get to hold on to more of your money – or invest it
as you choose. With this option, you pay us for administering your plan. Claims are paid
out of an account that you fund. As claims are processed through our system, we debit
your account to cover the claims. That means you pay only for what you use.

Because youʼre benefits are not insured, your plan is exempt from most state
mandates on coverage levels which allows greater benefit plan flexibility and consistency
from state to state. And, that could potentially lower costs for you.

Stop Loss Coverage
Added protection against unanticipated or catastrophic claim expenses.
When selecting a Cigna self-funding solution, you need to consider your companyʼs

“risk tolerance.” One way to minimize risk to your company is with Stop Loss insurance
coverage.

When you purchase a Stop Loss insurance policy for your self-funded plan, weʼll work
with you to establish an individual “pooling point,” a dollar threshold
where your claims will be capped per employee, per policy year.
Once an employeeʼs paid claims reach that threshold, we assume
the risk and reimburse you for claim expenses that exceed the cap.
Aggregate Stop Loss protection is also available for your plan,
helping you limit your overall claims liability.

Our integrated medical claim and stop loss administration means
there are no stop loss claim filing requirements. We can process claim reimbursements
quickly, accurately and directly to the bank account youʼre using to fund your claims.
When considering self-funding, consider purchasing a Stop Loss policy. Itʼs invaluable
protection for your company in the event of unanticipated or catastrophic claims.

1. Subject to financial review

“Cigna” and “Shared Returns” are registered service marks, and the “Tree of Life” logo
is a service mark, of Cigna Intellectual Property, Inc., licensed for use by Cigna
Corporation and its operating subsidiaries. All products and services are provided by or
through such operating subsidiaries, including Connecticut General Life Insurance
Company and Cigna Health and Life Insurance Company, and not by Cigna Corporation.

All models are used for illustrative purposes only. Some content provided under license.
© 2011 Cigna.

Cigna

Cigna is a global health service company dedicated to helping the people we serve
improve their health, well-being and sense of security. We make this happen
through integrated health care and well-being programs that are targeted to the
unique needs of our customers, clients and partners.

We understand that people are unique, and so, too, is their health. In a world of
many millions, we see each person defining a healthy life on his or her own
terms. It’s our aim to be part of that journey, helping people achieve better health
and peace of mind along the way.

A

Christopher DeRosa
Christopher DeRosa is the president for the Western
Region of Cigna HealthCare. He has overall responsibility
for Cigna’s health and welfare programs delivered to all
segments of the Western Regional market.
Christopher began his career with Cigna in 1992. He
received a BA in political science from the University of
California, Los Angeles and an MBA from the University
of California, Irvine.

Cigna Funding Solutions
Helping you manage cash flow and risk
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Which Funding Solution Is Right For You?

Funding Option Features Benefits to You
Fully Insured Full premium paid monthly

Rates are predetermined and guaranteed
Predictable expenses that are easy to budget
Complete protection from high claim costs

Shared Returns Fully
Insured (participating)

Full premium paid monthly
Rates are predetermined and guaranteed
Year-end settlement

Predictable expenses that are easy to budget
Complete protection from high claim costs
Low claims can earn you cash back at year-end

Shared Returns Minimum
Premium (participating)

Lower premium paid monthly
You fund claims though a bank account – as theyʼre paid
Monthly and yearly claim caps
Option to hold reserves

Lower premium taxes
Improved cash flow
Protection against high monthly claim expenses
Greater cash management control

Self-Funding No monthly premium or premium taxes paid – just an
administrative fee
Exempt from most state regulations and mandates on
coverage levels
Stop loss insurance may be purchased separately

Maximize your cash flow
More flexibility in plan design
When purchased, stop loss coverage can offer financial
protection against unanticipated, catastrophic claims
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oving to the cloud. Itʼs what everyone seems to be talking about lately. Itʼs
what everyone seems to be recommending. But, itʼs not as easy as it sounds.
Cloud migration is a big step for any organization, and potentially, a risky de-
cision if not planned for properly.

Before migrating to a cloud environment, there are several facets a com-
pany should think through. Is the move to elastic, on-demand computing ad-
vantageous for server virtualization, consolidation, disaster recovery, storage,
cost savings, capital expense reduction, etc.? This question rarely applies to

an enterpriseʼs IT infrastructure as a whole – it is more often something that needs to be an-
swered for each application.

Before Developing a Cloud Migration Plan
There are three main objectives that organizations should consider as they begin the

process of developing a cloud migration plan:
1) Understand what type of migration makes the most sense for your organization
Staged Migration – This requires moving single departments and services over one at a

time – to keep day-to-day business as close to ʻas-isʼ as possible during the migration.
Forklift Migration – This requires temporarily cutting out service during the migration process.

Itʼs the quickest and least expensive option, but the scariest for most companies because of
that period of downtime.
Phased Migration – This requires simultaneously running redundant systems during the

physical transition. This is likely the most costly option, but for a company that cannot afford
any interruption of service at all, it may be an essential approach.
2) Identify what exactly will be migrated
From servers to networking, storage, replication and recovery services, licenses and more, itʼs

essential that an organization thinks through exactly what parts of their infrastructure are going to
be moved to the cloud, and whether or not they need or want to own, rent or buy these capabilities.
3) Evaluate how much IT support the migration will require
Moving an organizationʼs IT infrastructure to a cloud solution is probably going to be more

work than initially expected. Be sure to evaluate both the internal and external expertise
needed to pull off a successful migration, and work with the right tools and third-party re-
sources in order to make it happen.

The Right Migration Plan
Thereʼs a different “right” migration plan for every business. Size matters. Speed matters.

But it is what youʼre moving that often matters most. Looking at each application and service
to understand if they lend themselves to virtual machine migration portability and federated
cloud environments is a great first step.

A great way to map the VM migration portability is to put together a matrix. On one axis,
identify all applications, such as CRM, Analytics, Billing, Testing/Staging, Help Desk, Docu-
ment Management, etc. And then identify what types of services each application represents.
Is it Revenue Generating, Frontline Support, Analytics, Back Office Support, Seasonal Serv-
ices, etc.?

Based on the type of service the applications fall under, determine which applications are
the best fit for portability, which are a good fit, and which arenʼt really portable at all. There are
many applications that will be an individual case basis, but typically the seasonal or one-time
project-based applications are the best fit, along with any application that isnʼt revenue gen-
erating or isnʼt the only instance of that application.

What to Look For in a Cloud Service Provider
Research many options and make sure the service provider is a good fit in terms of data

center capabilities, security and support. Assess the workload history together and talk
through possible solutions. Understand what their role is going to be in terms of strategy, de-
velopment and the physical migration itself. And get a clear and conservative understanding
of what downtime, if any, will occur during the move. Be wary of migration processes that
sound like a “cookie cutter solution”. This move is a strategic decision for any company, and
itʼs essential to take the right steps first.

M
Successful Cloud Migrations

What to look for in an Enterprise Cloud Plan
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Latisys

Latisys was founded in June, 2007 in conjunction with two high-quality private equity in-
vestors: Great Hill Partners and Catalyst Investors. Latisys operates enterprise-class data
centers across Tier I and Tier II markets in the U.S. to meet the increasing demand for
cloud computing, managed hosting, managed services, colocation space and disaster
recovery services required by service providers, enterprises and government agencies.
Latisys customers not only receive local solutions to reduce their capital expenditures

for storage and ongoing maintenance, but a geographical diverse presence as well, for
safe and secure managed backup and disaster recovery solutions. Their national data cen-

ter footprint includes Tier III data centers in Irvine (serving customers since 1994 as In-
teleNet), Denver, Chicago and Ashburn, VA.
Latisys is dedicated to helping companies meet ever-changing and demanding IT re-
quirements by offering scalable outsourced IT infrastructure management solutions that
deliver more of what customers need, when they need it. Their team of rapid response
specialists provide real-time turnaround of dedicated or colocated servers to help cus-
tomers take advantage of every market upswing. All while optimizing ROI. All while
ddeelliivveerriinngg  mmoorree.

Contact Tom and his team at
949.784.7923 or visit

www.latisys.com/ocbj to learn more.Nearly tripling its data center space in Orange County, Latisys has 
expanded its operations with a 93,000 sq. ft. high-density data center facility 
three buildings away from its existing Irvine site.

Tom Panarisi, 
Regional Vice President West, 

Latisys

CFO-Guide(small):Layout 1  12/15/11  6:08 PM  Page 28



January 2, 2012 ORANGE COUNTY BUSINESS JOURNAL / CFO OF THE YEAR AWARDS ADVERTISING SUPPLEMENT Get local breaking news: www.ocbj.com Page A-29

CFO-Guide(small):Layout 1  12/16/11  9:44 AM  Page 29



he CFO has it rough. As the steward of a companyʼs finances, his or her re-
sponsibilities are only growing during a challenging business environment,
and the stakes are ever higher.

In a survey of CFOs in the U.S., Italy and France recently conducted by Fi-
nancial Executives International (FEI) and Baruch Collegeʼs Zicklin School
of Business, CFOs are pessimistic. The CFO Optimism Index dropped eight
points from the previous quarter, the lowest since Q2 2009. They also donʼt
look for things to improve anytime soon, predicting less growth than the pre-

vious quarter in several key business areas over the next year.
The challenge to todayʼs CFO is to get strategic, using their expertise and tools to in-

fluence the business positively. CFOs can play a hugely important role in enhancing a
companyʼs business performance and facilitating growth, but must also keep a sharp eye
on managing risk. Several of the key issues that plague CFOs today can be managed
with effective technology.

CFOs in Crisis Mode
CFOs have understandably been in crisis mode lately, due

to economic volatility, unemployment, uncertainty about
taxes and inflation, regulatory changes, and so many more
issues confronting them.

Information security is always a concern for company fi-
nance leaders. Recent IT breaches in large companies like
EMC, TJX and Sony have increased concerns, and the grow-
ing influence of Software-as-a-Service, or “Cloud” solutions can-
not be denied, though it presents its own set of security concerns.
Security is not just a problem to toss over the fence to the IT department anymore. The
demand for data breach insurance continues to increase among small businesses in par-
ticular. CFOs must devote appropriate funding to preventing problems, or deal with the
fallout if breaches do occur.

Globalization presents challenges to companies of all sizes. Working across bound-
aries and competing with overseas businesses has changed the business environment,
and the Internet has made it relatively easy to do business internationally. Creating sup-
plier relationships with overseas companies brings its own set of risks along with poten-
tial rewards. Shipping and labor costs overseas continue to increase – many factors must
be weighed carefully to determine if outsourcing is an option for your business.

Changing regulations such as the IFRS (International Financial Reporting Standards)
are coming – its impacts will not only be felt in global companies – it is likely to “trickle
down” and influence existing GAAP standards.

Human capital is also a concern of the CFO. Anticipating and managing the costs of
this important resource is one of his or her primary tasks, and plenty of challenges ac-
company this role. The workforce is changing – one of the biggest factors in rapid change
is the Patient Protection and Affordable Care Act, with its complex benefits mandates.
Additionally, in 2014, a FTE (full-time employee) will be defined as anyone who works an
average of 30 hours per week in a month. This law will have heavy repercussions on
benefits costs, especially for retail, hospitality and other industries that rely on part-time
workers. The CFO must manage the uncertainty that accompanies these changes with
the goal of understanding the compliance and benefits costs and implementing appro-
priate responses.

Cash flow optimization is a continuing challenge for the CFO, in these days of little
available credit for the small to mid-sized business. Customers are strapped, so adjust-
ments in Receivables expectations must be made. Dealing with increasing capital costs,
particularly energy, is a major concern particularly for the distribution business. CFOs
must also work with the sales team on strategies to get accurate sales forecasts and
drive revenues.

Automate to Succeed
A June 2010 report from IBM called “The New Value Integrator, Insights from the Global

Chief Financial Officer Study” defines the best practices of leading CFOs who outper-
form the competition across several measurements, including bottom line, income state-
ment, cash flow and efficiency metrics. These leading CFOs recognize the value of
technology in helping them manage risk: “According to the report, value integrators ex-
press a heightened interest in using technology to further increase data accuracy,
streamline information delivery and develop a richer base of information for deeper in-
sights into managing risk.”

Todayʼs ERP systems provide the CFO with the tools he or she needs to lead and suc-
ceed. The availability of advanced systems to the middle market has brought formerly en-
terprise-level features to smaller businesses, and integration across the enterprise with
sales, marketing, production, shipping and HR means more, and better information for
making business more efficient. What are some ways that business management tech-
nology empowers the CFO?

The 21st century CFOʼs role includes providing decision-making support to your com-

panyʼs leadership, in the form of reports, dashboards and other business intelligence plat-
forms. Work with management to define the information needs first, and then implement
a system that enables your team to get those needs met without heavy customization.

Understanding customer performance, monitoring credit and effectively managing col-
lections can help the CFO meet cash flow goals. Effective systems with bullet-proof ad-
herence to accounting standards allow accounting teams to establish rules and processes,
and to receive alerts when exceptions occur. Automation also helps reduce the time and
work needed to perform reconciliations and journal entries, improving accuracy and re-
ducing costs and bringing needed discipline to the process.

The CFO can also take an “operational” approach in an effort to maximize cash flow by
optimizing sales and production. Sales leaders and CFOs can work to es-

tablish processes to help teams close more business faster and drive
more sales from existing customers. CRM applications help them man-
age these processes efficiently, serving as a repository for data over

the lifetime of a customer and providing tools and platforms
that motivate and empower sales teams.

Manufacturing automation can have positive impacts for
the CFO. Revenue is generated more quickly when pro-
duction is able to automate to speed order processing and

make the best use of available resources. Automating time
tracking and data collection can help you understand and manage

productivity levels in your company. Warehouse management systems
can reduce loss and improve order accuracy. Tracking supplier perform-

ance metrics enables companies to build critical partnerships with suppliers.
The ability to analyze costs and profitability of production on customized dashboards

enables the CFO to adapt quickly to changes and target areas for improvement in the
business, and to share this data easily with others who need it.

Workforce management technology can benefit the CFO in areas of benefits costs, re-
cruiting, training and minimizing the risks associated with company teams. HRMS (Human
Resources Management Systems) can provide the intelligence required for planning, while
maintaining employee data, managing payroll and benefits enrollment, tracking time and
attendance, enabling efficient recruiting, and much more. They provide the security of
knowing that tax updates and filings and compliance issues are taken care of in the sys-
tem, minimizing the risk presented by frequent changes to laws and requirements. Bene-
fits enrollment tools allow employees to apply online, then transfer that data directly to
benefits companies, makes the benefits process less error-prone.

What about the CFO and the “Cloud”? Internet-based applications bring major benefits
for business, including greater scalability speed and flexibility, not to mention cost sav-
ings, but, of course, the Cloud brings its own set of risks as well. Security and reliability
are foremost among the risks. Fortunately, the move to the Cloud can be strategic and in-
cremental, thanks to “connected services” that work with on-premise applications. Online
collections management and sales tax automation sites, for example, can help keep over-
head low while effecting vital controls. Web-based systems that connect to software may
provide the best of both worlds for companies in transition, offering the cost benefits of the
Cloud and the security and checkpoints offered by on-premise systems.

Todayʼs CFO should get involved in IT decisions, since they bring a valuable perspec-
tive to the evaluation and implementation process. Finance can be a strategic partner to
IT, helping them focus on projects that improve business processes and result in greater
business insights. CFOs also need to be involved in order to keep an eye on risk: IT proj-
ects and system changes present their own set of inherent risks. Do the research and
work with a partner who understands and helps you manage the risk.

Risk is inherent in the CFO office, but finance leaders can and should identify risks and
put procedures in place to manage them. Use automation to help create structure and
discipline in your company to eliminate as many potential risks as possible, and to provide
you the information you need to deal with risk as it occurs.

T

Alicia Anderson
Alicia Anderson is in Marketing Communications with

Blytheco LLC. Serving the business community since
1980, Blytheco works to help companies meet their busi-
ness goals with award-winning software products, cus-
tom programming, and professional services. Follow
@AliciaKAnderson and @BlythecoLLC, and visit
www.blytheco.com or call 949.583.9500.

The CFO’s Challenge
by Alicia Anderson, Blytheco LLC
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The start of the Recession and 
the financial meltdown that followed 
were not phenomena directly 
caused by anything I, nor my clients, 
did or didn’t do.  Yet, we all still reel 
from the effects and have only now 
started to dust ourselves off and are 
slowly returning to what is being 
called “the new normal.”    Do we 
ever really get all the dust off? CFOs 
in companies of all shapes and sizes 
have spent countless hours over the 
past few years, trying to keep their 
respective organizations moving 
forward in a world filled with financial 
uncertainty.   With all the extra effort 
being put forth, one would think that 
CFOs would be sleeping like babies!  
Not the case, unfortunately.  So what 
is it that is keeping our financial 
workhorses awake at night? Read 
on…..

Increased Regulations Means 
Increased Compliance 
 Part of the reaction to the reces-
sion and financial crisis that contin-
ues today, was an increase in regu-
lations.  Webster’s defines “regula-
tion” as “…an authoritative rule deal-
ing with details or procedures… 
issued by an executive authority or 
agency of government and having 
the force of law…” 
 For the CFO, the name of the 
game is to be aware of any and all 
regulations that may affect their 
business.  The list can be enormous 
and can change on a dime!  Did they 
miss anything?  In the financial 
arena alone, there are new account-
ing standards being promulgated all 
the time.  Some make it into the 
accounting rules, some don’t.  All 
are complicated and need to be 
considered in terms of effect on the 
business.   Failure to comply is often 
more expensive than the cost of 
compliance. 

Assessing the Capital and Debt 
Structure
 After any natural disaster we are 
faced with a couple of things:  

- A return to normalcy will not occur 
for an extended period of time.
- We do what we need to during this 
time, in order to survive.

The aftermath of this recession is no 
different.  CFOs were tasked with 
keeping the lights on, water running 
and company coffers as full as 
possible.  How was this accom-
plished?  Were high interest rate 
debt instruments used?  Were 
capital expenditures financed and 
refinanced in order to lower the 
monthly outflow of cash [until things 
improved]?   Keeping you up at 
night?  Definitely. But there is a 
solution. Use 2012 to re-align debt 
and capital structures, to be more in 
line with company core strategies. 

Are You Keeping Up with the 
Jones’?
 In this case, the “Jones’” reference 
is the rapidly evolving and converg-
ing set of accounting rules and regu-
lations we loosely refer to as 
“GAAP”.  Keeping up with changes in 
US GAAP and other reporting stan-
dards alone is a fulltime job.  And as 
many businesses have some inter-
national aspect to their operations, 
don’t forget that there is an entire 
body of rules known as the Interna-
tional Financial Reporting Standards 
or “IFRS” just around the corner and 
in some cases, already on center 
stage.  GAAP and IFRS are as 
dissimilar as they are alike!  And as 
with all regulations, some are more 
important to certain businesses than 
others.  If you are unfamiliar with the 
current and soon to be adopted 
changes in accounting standards for 
things such as goodwill impairment 
testing, business combinations, fair 
value measurements, revenue 
recognition and contingency disclo-
sures, it’s a good time to tap your 
professional network and get some 
help.  These changes will keep 
CFOs up at night if not attended to.
 
A Cure for Insomnia
 The best remedy for managing the 
time drain of an ever-changing regu-
latory landscape, as well as emerg-
ing growth opportunities, is to plan 
for various contingencies and do an 
assessment of strategic prepared-
ness.  Keeping your head up, your 
eyes open and engaging your team 
of professionals is the CFO’s best 
strategy for staying current on 
trends, spotting opportunities and 
optimizing organizational effective-
ness, thereby limiting insomnia. Now 
go get some sleep. You’re going to 
need it!

Robert J. Schlener, CPA is an 
Assurance and Advisory Partner 
with SingerLewak LLP, in Irvine 
CA.Serving a wide array of clients 
throughout his career, Rob can be 
reached at 
rschlener@singerlewak.com.

What Keeps CFOs Awake 
at Night?

SingerLewak paid for this space and is soley responsible for its content.

by Robert J. Schlener CPA, Partner SingerLewak LLP

ROB SCHLENER
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luidmaster, found in more toilets than all other brands combined, is a leading global
supplier of fluid management solutions. As a customerʼs first choice and preferred
supplier of toilet tank trim, Fluidmaster has been ingeniously engineering the in-
ternal flushing mechanisms of toilets for more than half a century.

Built on and inspired by an unsurpassed history of innovation, Fluidmaster has
become an icon in the plumbing industry. Fluidmasterʼs reputation for superior qual-
ity continues to grow as retail, wholesaler, international trade business and OEM

partnerships are cultivated, further establishing the company as an innovative leader and global
supplier in the toilet care industry.

Since 1957, Fluidmasterʼs success
began with the desire and drive of
founder Adolf Schoepe. Convinced that
the existing toilet technology was ineffi-
cient and unreliable, he wanted to create
a more advanced fill valve that worked
with, rather than against, water pressure.
In 1957, Mr. Schoepeʼs vision became a
reality when he revolutionized the toilet
care industry by launching Fluidmasterʼs
innovative pilot fill valve technology.

The popularity of Fluidmaster valves
created a springboard for the expansion
into related product lines. Today, Fluid-
master markets more than 67 million toi-
let repair products annually and sells
more toilet tank replacement valves than
any other manufacturer in the world. In addition to the inaugural fill valve, Fluidmasterʼs complete
line of toilet repair parts includes flush valves, flappers, tank levers, dual flush valves (DUO
FLUSH®) bowl wax toilet repair kits, and connectors.

Fluidmasterʼs growing global distribution network spans over 87 countries; reaching 80% of the
worldʼs population. With manufacturing facilities across the globe, Fluidmaster is quick to

market, quick to manufacture and quick to deliver with unparalleled quality assurance. Look
for our products at retail, hardware and wholesale plumbing distributors throughout Orange
County.

For media relations please call Barbara OʼBrian at 949.728.2207. Please find us at
www.fluidmaster.com.

F
he year 2011 was a critical time for the healthcare information technology (HCIT)
industry.

During the first quarter of this year, benefits of the 2009 American Recovery and
Reinvestment Act (ARRA) began kicking in. This includes approximately $30 billion
in stimulus incentives earmarked under the Health Information Technology for Eco-
nomic and Clinical Health Act (HITECH) within the ARRA. These stimulus incen-
tives have been dedicated to aid physicians and medical groups as they transition

to an electronic medical platform.
According to the ARRA, physicians are entitled to $44,000 each,

divided into five increments distributed annually. Currently, only 34
percent of the nationʼs healthcare systems have adopted electronic
health records (EHR). It is the intent of the U.S. government that the
remaining 80 percent operate on electronic medical platforms by
2015. Medicare reimbursement penalties for non-compliant health-
care information technology adoption begin in 2015. The government believes 75 percent of the
stimulus spending will occur between 2011 and 2013.

This presents an enormous opportunity for Quality Systems Inc. (QSI) to tap into those med-
ical and dental practices that will eventually be required to shift to a paperless platform. As a
leading provider of electronic healthcare solutions, QSI (NASDAQ:QSII) offers a range of cus-
tomized EHR solutions across nearly 30 medical specialties. In addition, its revenue cycle man-
agement and electronic data interchange (EDI) services, allow QSI to meet the clinical and
business needs of healthcare organizations including group practices, dental offices, small hos-
pitals and more. QSIʼs solutions are used by more than 60,000 physicians and dentists nation-
wide and can be found at more than 3,000 group practices and hospitals.

While QSI was busy preparing for the stimulus period, the U.S. government spent its time fi-
nalizing regulations for Meaningful Use and certification. Meaningful Use is defined by govern-
ment criteria with which physicians and medical groups must comply to be eligible for stimulus
incentives. Certification refers to government approvals that products and services must obtain
before providers can use them to meet the Meaningful Use criteria. QSI works closely with its cus-
tomers in their efforts toward achieving Meaningful Use to maximize their government incentive
benefit.

By positioning and strengthening the company in preparation for the stimulus plan, and through
the offering of diversified services and solutions, QSI is well prepared for the major sea-change
underway in our nationʼs healthcare system. Both the economic stimulus incentives as well as
healthcare reform each present enormous opportunity for future growth in these unprecedented
times.

For more information, contact Quality Systems Inc. at 949.255.2600 or visit www.qsii.com.

T
FFlluuiiddMMaasstteerr®®

Pioneering innovation for more than 50 years
EElleeccttrroonniicc  PPllaattffoorrmmss  EExxppeecctteedd  ttoo  AAiidd  HHeeaalltthhccaarree
IInndduussttrryy  iinn  iittss  QQuueesstt  ttoo  MMoovvee  iinnttoo  tthhee  DDiiggiittaall  AAggee

Fluidmaster claims NASCAR victory as proud pri-
mary sponsor of Matt Kenseth #17 at the 2011
Sprint Cup Race at the Bank of America 500 at
Charlotte Motor Speedway, October 15, 2011.
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listed on a U.S. national securities exchange if the subsidiary is included in a
consolidated report filed by the U.S. parent;

� An officer or employee of a bank that is examined by federal authorities;
� An officer or employee of a financial institution that is registered with and

examined by the SEC or the CFTC; and
� An officer or employee of an authorized service provider where there is an account

owned or maintained by an investment company that is registered with the SEC.
Most large organizations are aware of the individual FBAR filing requirements for its

U.S. employees and provide these employees with appropriate assistance in complet-
ing the forms. We are finding, however, that there a numerous middle market companies
with foreign operations who are not aware of the FBAR requirements imposed on their
financial personnel in their individual capacity.

If You have Missed an FBAR Deadline
The IRS has provided guidance in the context of a recently concluded voluntary dis-

closure initiative that so long as there were no underreported tax liabilities and the delin-
quent FBARs (accompanied by an explanation for the delinquency) were filed by
September 9, 2011 that no penalties for failure to file FBARs would be imposed. It is not
clear whether the IRS will extend similar treatment for delinquent FBARs in the future if
no income was underreported to the IRS from the foreign accounts.

If a business or an individual has an FBAR filing requirement and has not yet complied
with the FBAR filing obligations, there are a variety of strategies that might be pursued
to make the appropriate filings. Whether the IRS will impose the draconian penalties
available to it depends on the specific facts and circumstances of the delinquent filings.

Conclusion
The FBAR filing requirements have received a great deal of press over the last sev-

eral years. In large part, this is due to the increased enforcement efforts of the IRS re-
lated to bank accounts located in Switzerland and other foreign jurisdictions belonging
to U.S. citizens and residents that have gone unreported to the United States authorities.
A less obvious area of FBAR compliance relates to the use of foreign bank accounts to
conduct routine business transactions. A failure to comply with this more obscure area
of the FBAR world can lead to costly penalties and should be addressed by all affected
companies and their financial personnel.

PAUL HASTINGS
continued from page A-16

ew toys break through the sea of stuff to become truly iconic. The Razor kick
scooter is one of the few that has been successful in doing so. Southern Califor-
nia-based Razor USA launched the original Razor kick scooter in June 2000.
Since then, it has become a staple of childhood transportation.

With more than 20 million kick scooters sold in 11 years, Razor has changed the
way kids travel and the Razor kick scooter has become a staple of childhood trans-
portation. And they keep on innovating, delivering scooters, ride-ons and toys to

keep their fans happy. Hereʼs an overview of the history of Razor.

June 2000
� Razor USA LLC was formed and the original Razor A

kick scooter hit the streets
� More than 5 million kick scooters sold in six months

2001
� The Toy Industry Association awarded the Razor kick

scooter the coveted “Toy of the Year, 2000”
� Team Razor formed and the first backflip on a Razor

scooter was performed
2002

� The Scream Machine three-wheeler rolled into neigh
borhoods everywhere

2003
� Razor introduced electric scooters and ride-ons, creating

a new category of electric-powered fun
2004

� The Razor Pocket Rocket electric miniature motorcycle
introduced pocket bike racing thrills

2005
� The Razor Pocket Mod stole the hearts of Razor fans,

Newsweek applauded the Pocket Mod in their Tip Sheet
“Summer Guide”

2006
Razor launches the RipStik casterboard, creating a new category of riding

2007
� Team RipStik is formed, inspiring RipStik riders with wicked tricks and skills

2008
� The RipStik wins the Toy Industry Associationʼs “Outdoor Toy of the Year”

2009
� The RipRider 360 three-wheeler, invented by Young Inventor of the Year, scored top

awards
2010

� Razor USA celebrates a decade of delivering innovation and freedom as the leading
recreation transportation company

2011
� The Razor BoGo pogo stick wins “Best of Toy Fair 2011” by Popular Science magazine
� Razor introduces a new way to battle with the Vapor Atlas 250, with evaporating gel ammo

Contact Razor by visiting www.razor.com or calling 1.866.467.2967.

F
TThhee  EEvvoolluuttiioonn  ooff  aann  IIccoonn
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Brady Aase
Pacific Dental Services, Irvine

Brady Aase joined Pacific Dental Services Inc. (PDS) in 1996 and has
served the organization in several capacities including controller, direc-
tor of Accounting Operations, VP of Finance and currently as the CFO.

Of Bradyʼs many successes while at PDS, he has been instrumental
in managing the capital structure for the company which has grown from
three offices located in Southern California to nearly 300 offices spread
throughout six states. Brady has built a team of strong professionals in
the finance, accounting, real estate, payroll, risk management and tax
departments that allow PDS to deliver exceptional services to its affili-
ated partner dentists. In addition, under Bradyʼs leadership, the finance
team has created and designed solutions that result in explicating cost
savings to PDS every year since 1996.

Brady holds a bachelor of arts in business economics with an emphasis in accounting and
finance from the University of California at Santa Barbara.

Partnering with talented dentists to help them develop growing, successful practices has
been the essence of the Pacific Dental Services since 1994.

Nominated by Gordan MacLean of RJI Ramirez Jimenez International

Gary Acord
Alteryx Inc, Irvine

Since Alteryx was founded 14 years ago, its LLC members invested
a combined $1.8 million to build a software business. Since then the
company has been able to grow in double digit percentages the past
several years. To help take Alteryx to the next phase of hyper growth,
the members, external lawyers and accountants embarked to close a
Series A equity round from SAP Ventures. Due to management focus-
ing on pressing new business opportunities and daily business de-
mands, the prospects of closing the Series A round appeared to be in
doubt. That is, until Gary Acord arrived at the company in January 2011.
He quickly assessed the progress the company had made to date, ob-
tained consensus from the various constituents on agreeable deal
points and closed the Series A round within 75 days from starting.

Garyʼs financial acumen has allowed Alteryx to add more than 65 new full-time employees,
doubling the headcount in the nine months he has been with the company.

Alteryx is dedicated to creating business intelligence technology that lets users easily invent
smart and extensible software applications to solve data analysis problems and make deci-
sions.

Nominated by Dean Stoecker of Alteryx Inc.

Norm Alexander
Vinculums, Irvine

For the past 20 years, Norm Alexander has worked in finance/ac-
counting leadership roles and came to Vinculums with experience as a
finance executive in various industries. Norm brings significant experi-
ence in international operations as well as mergers, acquisitions and re-
structurings. He has built a strong track record of achieving significant
cost savings in his organizations and spearheaded numerous initiatives
to build corporate infrastructure. In addition, Norm is passionate about
developing strong and effective teams and partnering within the organi-
zation to define and achieve corporate goals. Norm has been instru-
mental in the growth of Vinculums. The company was recently
recognized on the 2011 Inc. 500|5000 Fastest Growing Private Compa-
nies List.

In the Orange County community, Norm is active in numerous organizations including being
a key group member in Vistage International.

Since 2000, Vinculums has served as a trusted adviser and partner to the wireless indus-
try. The organization has built a proven track record for designing and implementing quality
network solutions, deploying more than 20,000 sites across the United States.

Nominated by Brian Fleming of Oracle

Kelly Anderson
T3 Motion, Costa Mesa

Kelly Anderson joined T3 Motion in March 2008 as executive vice
president and chief financial officer. Kelly served as a director of T3 Mo-
tion from January 2009 through January 2010. She was named presi-
dent in April 2010. Kelly has led the organization confidently with her
vast financial knowledge and strategic initiatives. Her strengths, com-
mitment and dedication were all put to the test as she guided the com-
pany through the worst financial meltdown in history. Her diligence paid
off in May 2011 as Kelly led T3Motion to their long awaited IPO, despite
losing money in 2010.

Kelly is passionate about her work, family and giving back to the com-
munity. She is the chairman of the Advisory Board of Directors at Santa
Ana YMCA and is also on the Outreach committee for CleanTechOC.

At T3 Motion, through creative solutions and refined engineering, the company endeavors
to produce personal mobility vehicles that meet the stringent performance standards and
image of the professional.

Nominated by T3 Motion

Mark Archer
EZ Lube, Costa Mesa

Mark Archer is a results-driven financial executive with 25 years of
experience in hospitality, multi-unit retail and other consumer-facing
businesses. He is a veteran of rapid growth, turnaround and large public
companies, with broad experience raising capital and IPO expertise. As
CFO of EZ Lube, Mark deftly steered the company to prosperity after it
emerged from bankruptcy. He restructured and upgraded his
department, renegotiated numerous supplier agreements and served
as a key strategic advisor to the CEO.

Haskell & White serves the middle-market with excellent 
technical skills, a personal level of service, and industry 
experience with a value added fee structure. As one of 
Southern California’s largest independent accounting and 
business advisory firms, we are large enough to know the 
issues affecting your industry and provide specialized 
consulting for your company; yet, small enough that senior 
partners know your name. In other words, the perfect size 
for your middle-market company.

Haskell & White.
The right fit for right now.

Call today for a free consultation.

T H E  VA L U E  O F  E X P E R I E N C E

949.450.6200 | www.hwcpa.com

Is your CPA firm sized
for your success?

ORANGE COUNTY |  SAN D IEGO
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Before starting his tenure at EZ Lube, Mark served as chief financial and administrative of-
ficer for Allied Cash Holdings LLC, Action Online Entertainment Inc. and Modulant Solutions Inc.

Mark holds a BS in business administration from the University of Southern California.
EZ Lube was founded in 1988 by entrepreneurs Rick Teasta and Mike Dobson. The company

is now the fastest growing fast lube company in Southern California.
Nominated by Guy Marsala of EZ Lube

Brad Biddle
Insulectro, Lake Forest

Brad Biddle assumed the role of CFO at Insulectro, the leading sup-
plier of PCB materials used to manufacture circuit boards, over a decade
ago, and made an immediate impact to the organization. Brad has suc-
cessfully improved operations around the companyʼs supply chain and
distribution, saving Insulectro millions of dollars each year. He has
streamlined the organizationʼs financial processes across the board, al-
lowing the company to focus on relationships with vendors and cus-
tomers. Additionally, Brad has assembled a team of true professionals
that has been instrumental in supporting the impressive growth of In-
sulectro, even during challenging economic times. Insulectro has seen
impressive growth under Bradʼs tenure with no end in sight.

Brad is also a proud member of the financial community and contributes significantly both
through his day-to-day job and as a member of various groups and the community.
Nominated by Ryan Bastianelli of Oracle

Steven Blake
Integrated Healthcare Holdings, Santa Ana

Steven Blake has served as chief financial officer of Integrated Health-
care Holdings since July 2005 and executive vice president of Finance
since March 2008. Steven came to the company with over 20 years of
experience in multi-hospital financial management. He also has exten-
sive experience serving in financial roles with public companies. In his
role at Integrated Healthcare, Steven works with the senior management
team to evaluate proposals for corporate financing, is responsible for all
financial reports and supervises corporate finance employees.

Steven currently serves as president for the Southern California Chap-
ter of the Healthcare Financial Management Association, is a member of
the Audit Committee for the Hospital Association of Southern California
and a former trustee for the California Hospital Association.

Integrated Healthcare Holdings has owned and operated four hospitals in Orange County
since March 2005. These hospitals include Western Medical Center Santa Ana, Western Med-
ical Center Anaheim, Coastal Communities Hospital and Chapman Medical Center.
Nominated by Manuel Ramirez of RJI Ramirez Jimenez International

Steven Bradley
Kimco Staffing Services Inc., Irvine

In January 2005, Steve Bradley started his career at The Megonigal
Companies, which include Kimco Staffing Services, KimstaffHR and Ad-
vantex Professional Services. His business acumen and keen financial
expertise has led the company through some of the most challenging
years of the recession to solid growth in the these times of economic in-
stability.

In mid-year 2007, Steve and the leadership team of Kimco Staffing
were seeing the impact of the upcoming recession. They began making
adjustments six months before the world fell into the Great Recession.
These changes included reducing total company overhead by 26% in
the last half of 2007 and further reducing total expenditures in 2008 re-
sulting in approximately $6 million dollars in savings.

Among Steveʼs other accomplishments, he initiated and oversaw the companies through
two software implementations that have impacted the companiesʼ ability to grow without ad-
ditional headcount in conjunction with reducing SG&A expenditures by over $500,000 per year.

Steven received his BS in accounting and an MBA from Loyola Marymount University.
Nominated by Kim Megonigal of Kimco Staffing Services Inc.

Stephen Brown
Bausch + Lomb Surgical, Aliso Viejo

Steve Brown has provided outstanding performance his role at
Bausch + Lomb Surgical. His accomplishments for the fiscal year end-
ing June 2011 include effective turnaround of operating performance;
achieving a significant increase in EBITDA; and strong process im-
provement and SOX compliance – good oversight, transparence re-
garding financial reporting and internal controls. Steveʼs co-workers
have noted that he is a strong business partner with extremely accurate
forecasting acumen, all with a customer-centric approach. He is an out-
standing member of the senior leadership team for Bausch + Lomb Sur-
gical and is well-respected by his peers and direct reports.

Bausch + Lomb is solely dedicated to protecting and enhancing the gift
of sight for millions of people around the world – from the moment of birth through every phase
of life.
Nominated by Robert Grant of Bausch + Lomb Surgical

Eric Chiusolo
American Career College, Irvine

Graduating from California State University, Fullerton with a BA in accounting and an MBA
in business administration, Eric Chiusolo joined American Career College & West Coast Uni-
versity in 2008 as chief financial officer. Since that time, Eric has steered the college through
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the Great Recession and credit crisis, established and maintained bank-
ing and financing relationships to support expansion resulting in notable
increases in revenue (3.5 times) and EBITDA (7.5 times) in less than
four years. He also served as interim-president of American Career Col-
lege during 2011 and led the organization through a comprehensive re-
structuring. In addition to his professional duties, Eric volunteers at his
children’s school and also hosts fundraisers at home.

American Career College provides courses in several allied health
fields to help prepare a new generation of professionals for fulfilling ca-
reers in the healthcare industry.

Nominated by James L. Morris of Rutan & Tucker

Ken Cragun
Local.com, Irvine

With nearly 20 years of experience in corporate finance and admin-
istration in public high- technology companies, Ken Cragun is an inte-
gral part of the management team that is taking Local.com to its next
level of success. Since being named VP of Finance in April 2009 and
assuming the role of CFO in October 2010, he has guided the com-
pany toward continued growth, both organically and through the ac-
quisition of key new media assets.

A key member of the management team, Ken successfully closed a
$20 million public offering and a $12 million line of credit. Under his fi-
nancial leadership, Local.com has acquired five companies, expand-
ing its position as a local online media company providing dynamic product directories, rich
media advertising, group buying and daily deals in addition to its flagship Local.com local
search site and supporting local search marketing solutions.

Ken is also extremely active in the community; he is generous with his time and financial
support of the Boy Scouts of America and other family-oriented organizations.

Nominated by Heath Clarke of Local.com

Kent Crandall
MBK Real Estate, Irvine

During the recent recession the home building industry was arguably
hit harder than any other segment that exists today. Kent Crandall built
a strategy to keep the doors of MBK Real Estate open throughout a
brutal recession while maintaining profitability. In order to find success
while the home building industry was collapsing around him, Kent
looked to specific areas within the industry, including elderly care to en-
sure growth. In order to best leverage the consistently profitable areas
of the remaining business, Kent led his company on an acquisition
spree which enabled MBK to acquire profitable real estate properties.
Kentʼs ability as a financial leader is clearly shown in his innovative
business strategy and in the capability he has to execute on the strategy he has laid out.

Outside of his duties at MBK, Kent enjoys volunteering his time with charitable organiza-
tions in the Orange County community.

MBK Real Estate LLC is a full-service real estate development company with operations
throughout the Pacific West Coast.

Nominated by Victor Hernandez of Oracle

Allan Dicks
MoArk LLC, Fontana

Allan Dicks is an exceptional CFO who, in two years, has changed
the financial focus, long-term potential and market perception of MoArk
LLC, Americaʼs premier marketer, distributor, processor and producer
of fresh shell eggs and egg products. In this fragmented industry, he
has effectively guided the company through a difficult industry period
in 2009, assisted the company in a return to revenue growth in its key
product areas, managing operating costs in a volatile commodities
market and effecting a “back-office consolidation.”

Furthermore, his strategic vision encapsulated growth through ac-
quisitions, which he has just completed one major $100MM acquisi-
tion which closed in October 2011. The company is on track to deliver
record profitability for FYE 2011, with improvement in operating margins and free cash flow.
The ultimate effect of these strategic actions will be a positive slope in the companyʼs revenue
growth, lower operating costs and a streamlined financial reporting system that provides “real
time” information to allow the management to make timely, thoughtful and bottom line posi-
tive decisions.

Nominated by Michele OʼLeary of Union Bank

Stephen Dixon
Fluidmaster Inc., San Juan Capistrano

Stephen Dixon started at Fluidmaster Inc. as a part of new manage-
ment team introduced in 2008 to significantly improve company valu-
ation and drive long-term growth. During his time with the company,
Stephen has helped to increase EBITDA by 150% in the first two years;
aided in implementing the outsourcing of North American distribution
activities to a third party logistics company, which saves the company
more than $3 million annually while materially improving service levels
to customers (“complete and on time”) to almost 99%; and introduced
foreign currency forward exchange contracts to stabilize the cost of
doing business in foreign countries that improved results by $2.5 mil-
lion in the first two years of implementation.

Stephen is also a part of the leadership team that helped to move the company from four
U.S. facilities to one operating location in Monterrey, Mexico; resulting in approximate sav-
ings of more than $10 million annually.

Fluidmaster, found in more toilets than all other brands combined, is a leading global sup-
plier of fluid management solutions.

Nominated by Woodruff-Sawyer & Co.

Anthony Eccher
Hanford Hotels Inc., Newport Beach

Anthony Eccher joined Hanford Hotels as corporate controller in June
2006, and was later promoted to executive director of Finance & Opera-
tions in February 2010. With more than 20 years of experience in the
hospitality industry, Anthony has played a significant role in concept de-
velopment for The Hotel Hanford.

Prior to joining the team at Hanford Hotels, Anthony served as regional
controller at Noble House Hotels & Resorts where he was responsible for
five hotels located in California, Washington, Arizona and New Mexico.
Directly out of college, Anthony was recruited by ITT Sheraton Corp. and
placed in its controller training program, later progressing through a se-
ries of assistant controller and controller positions with the company in
New York, Florida and California.

He has a BS in hotel, restaurant and travel administration from the University of Massachu-
setts and is a licensed Certified Public Accountant.

Hanford Hotels manages and operates highly successful hotel properties throughout Cali-
fornia. Each is distinguished by their respective brands for product quality and guest satisfac-
tion.

Nominated by Andre D. Filip of ELA Advertising

Timothy Groff
Natureʼs Best, Brea

Timothy Groff has led Natureʼs Best through an extraordinary growth
period over the last five years. The company has continued to open new
distribution centers throughout recent years and is executing on plans to
grow outside of the western regional area. Timothyʼs financial expertise
has been critical to allowing Natureʼs Best to grow on a consistent basis,
year-over-year. Natureʼs Best has distinguished themselves as a leading
green distributor, most recently, by winning the Sustainability Excellence
Award, mainly because of the success of their new LEED-certified,
410,000-square-foot Chino distribution center. Natureʼs Best stands
alone as one the most environmentally responsible wholesale distributors
in the world today. Timothy also contributes to the Orange County com-
munity by leading his company to be environmentally responsible.

Serving the needs of health and natural product retailers in the Western United States, Na-
tureʼs Best is the largest privately owned wholesaler-distributor of health and natural food prod-
ucts in the country.

Nominated by Ryan Bastianelli of Oracle and Scott Swearingen of Moss Adams

Paul Hausback
Bandai America, Cypress

Paul Hausback joined Bandai America Inc. in February 2009. Before taking the role of CFO
at Bandai, he worked with the Walt Disney Co. in a number of different roles. Currently, Paul
oversees Bandaiʼs finance, operations, human resources, legal and business affairs, and in-
formation services teams.

Paulʼs body of work at Bandai has focused on the acquisition and integration of Namco, a
major player in the video game industry. In the last five years, Bandai has been working on an
initiative to reorganize the company for growth. In a market where demand for a certain prod-
uct can change in the matter of a day, Paul has stabilized Bandai through both acquisition and
a reorganization of company brand.

Paul is also actively involved with the Bandai Foundation, which announced a generous con-
tribution to 18 community groups providing youth programs and services to the Cypress com-
munity. Paul holds an MBA from the University of Southern California.

A leader in introducing Japanese toy trends to the United States, Bandai America Inc. is a
subsidiary of NAMCO BANDAI Holdings (USA) Inc.

Nominated by Victor Hernandez of Oracle

Clayton Haynes
Acacia Research Corp., Newport Beach

Clayton Haynes joined Acacia Research Corp. in April 2001 as treas-
urer and SVP, Finance. In November 2001, he was appointed CFO of
the company. From 1992 to March 2001, Clayton was employed by
PricewaterhouseCoopers, ultimately serving as a manager in the Busi-
ness Advisory Services practice.

He received a bachelor of arts from the University of California at Los
Angeles and is a Certified Public Accountant.

Acacia Researchʼs subsidiaries partner with inventors and patent own-
ers, license the patents to corporate users, and share the revenue. Aca-
cia controls over 200 patent portfolios covering technologies used in a
wide variety of industries.

Nominated by Grant Thornton LLP

Mitch Hill
Cameron Health, San Clemente

Mitch Hill was named chief financial officer for Cameron Health in Au-
gust 2010. He brings a vast amount of financial experience into his role
at Cameron with prior roles as VP and CFO at Visiogen and before that,
EVP and CFO for InSight Health Services Holding Corp. Mitch joined the
management team at Cameron during a critical time in the organizationʼs
history. Mitch has overseen the transition of an organization in the de-
velopment juncture to one that is commercializing its focus product on a
global scale. Mitch has wasted little time in commercializing the com-
panyʼs heart defibrillator product, helping to raise $107 million in venture
funding in May of this year.

Cameron Health Inc. has developed a totally subcutaneous im-
plantable defibrillator (S-ICD) system that remedies many of the issues associated with tradi-
tional implantable cardioverter defibrillators (ICDʼs).

Nominated by Michael Kenney of Oracle
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Paul Holt
Quality Systems Inc., Irvine

Paul Holtʼs role as Quality Systemsʼ (QSI) CFO has been extremely
diverse and busy. During his tenure as chief financial officer and a mem-
ber of the senior management team, QSIʼs market capitalization has
grown from approximately $100 million to more than $2.5 billion today.
During these years of rapid growth, Paul built and led a strong ac-
counting and finance team which provided effective support for the QSIʼs
growth. Today, the company enjoys a reputation for straightforward and
transparent financial statements as well as industry-leading financial
performance.

Not resting on its laurels, the company has acquired six businesses
in the past three years. These acquisitions required detailed, financial oversight, for which
Paul was responsible. He led the due diligence and integration efforts for these self-funded
strategic acquisitions, which combined, were valued at over $70 million.

QSI and its NextGen Healthcare Information Systems subsidiary develop and market com-
puter-based practice management and electronic health records solutions as well as revenue
cycle management applications and connectivity services for medical and dental group prac-
tices and hospitals throughout the U.S.
Nominated by Susan Lewis of PAIRELATIONS LLC

Scott Homan
City Ventures, Santa Ana

Scott Homan joined City Ventures in September 2009 as CFO. Prior
to joining City Ventures, Scott was the CFO of The Olson Company
since 1998. His business experience of enhancing systems and finan-
cial infrastructure in a rapidly growing company adds great value to City
Ventures. During his tenure with the company, Scott has raised $100
million in equity investments in 2010, followed by an additional $25 mil-
lion of equity in 2011; negotiated a $75 million construction loan revolver
with US Bank and Housing Capital Co. and organized the companyʼs
employee 401(k) program, among many other achievements.

Scott received a bachelor of arts in accounting from California State
University, Fullerton.

City Ventures offers attractive new homes, in premier locations, at the most advantageous
prices. And just about every home is a green home, significantly reducing residentsʼ utility
bills.
Nominated by Mark Buckland of City Ventures

Scharrell Talley Jackson
Squar Milner, Newport Beach

Scharrell Jackson has served over eleven years as chief financial and operating officer of
the largest Orange County-based accounting firm, Squar, Milner, Peterson, Miranda and

Williamson LLP, with offices in Encino, Los Angeles, San Diego and the
Cayman Islands.

During her time at the company, Scharrell has successfully spear-
headed and completed three major mergers for the firm within the last
five years. One of her greatest accomplishments is managing the in-
creased profits of the organization during a time of economic distress
through her cost-containment efforts and expense management
process.

Outside of her professional duties, Scharrell also launched a philan-
thropic team at Squar Milner to help better the Southern California Or-
ange County community by fundraising and working with several organizations including but
not limited to Girls Inc., Working Wardrobes, Human Options, Pink Ladder, American Heart As-
sociation, Orangewood Childrenʼs Foundation and Monarch School. She also sits on the Board
of Directors for Human Options and Girls Inc.
Nominated by Scott Burack of Squar Milner, Richard Reisman of the Orange County Busi-

ness Journal and John Wheeling of Community Bank

David Johnson
American Vanguard Corporation, Newport Beach

David Johnson started as CFO for American Vanguard Corp. in March 2008. He brings a
vast amount of financial experience into this role from his five years at Amcor Flexibles as a
financial director and two years as the VP of Finance at Sterer Engineering. American Van-
guard operates its business through its ten subsidiaries, creating a challenging environment
for David to manage. He has to oversee the operations and financial dealings for the corpo-
rate head, American Vanguard, as well as manage and lead each subsidiary. David has strived
in this challenging role while increasing company revenue. He has also overseen the most re-
cent acquisition of a major corn insecticide product line, Bayer CropScience AG. His efforts
have been pivotal in placing American Vanguard in a strong position in the pesticide manu-
facturing segment.

American Vanguard Corporation is a diversified specialty and agricultural products com-
pany focusing on crop protection, turf and ornamental markets, and public health applications.
Nominated by Michael Kenney of Oracle

Pat Johnston
CASA of OC, Santa Ana

Like many nonprofits with tight budgets, CASA, a medium-sized non-
profit organization serving the foster children of Orange County, cannot
afford to fund a CFO or controller position. Pat Johnston, officially titled
the office manager, provides all of the financial management that allows
the organization to run. Her duties include but are not limited to main-
taining the financial records; processing all of the payments to vendors,
advocates and staff; acting as the primary liaison with CASAʼs banking
institution; and all of the monthly and annual financial reporting for the
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Professional Services means audit, tax, consulting and financial advisory services.

As used in this document, “Deloitte” means Deloitte & Touche LLP, Deloitte Consulting LLP, Deloitte Financial Advisory 
Services LLP, and Deloitte Tax LLP, which are separate subsidiaries of Deloitte LLP. Please see www.deloitte.com/us/about 
for a detailed description of the legal structure of Deloitte LLP and its subsidiaries.
Certain services may not be available to attest clients under the rules and regulations of public accounting.

Copyright © 2011 Deloitte Development LLC. All rights reserved.  
Member of Deloitte Touche Tohmatsu Limited
36 USC 220506

It’s not how many. It’s who
Suppose your mid-market company has a highly specialized need – a complex transaction or new acquisition. One way to approach it might be 
to start throwing hours and people at it. But that’s not our style. At Deloitte Growth Enterprise Services, our size means we have advisors who 

specialize in the very service you need. We quickly put the right person with the right experience on it. You save time and money.  
And get what you seek – answers.

 
To learn more about Deloitte Growth Enterprise Services and its customized offerings for mid-market and privately held companies, 

contact Rob Lucenti at +1 714 436 7241 or e-mail us at dges@deloitte.com

Gain insight with Perspectives, our series of reports, podcasts, and events for mid-market and privately held companies at  
www.deloitte.com/us/dges/midmarket/uncertaintimes
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board of directors falls to her.
In addition to all of her regular duties, Pat also provides support at all of CASAʼs fundrais-

ing events in the evenings and weekends and is an active participant in many of the activities
that CASA puts on for the children that the organization serves.
Nominated by Scott Appel of Hein & Associates

Molly Jolly
Angels Baseball LP, Anaheim

Molly Taylor Jolly is in her eleventh season with the Angels and eighth
as VP, Finance and Administration after her promotion in November 2003.
Molly oversees the financial matters for the Angels, including financial re-
porting and planning, budgeting, accounting, payroll, ticketing and strate-
gic initiatives. She is also responsible for office administration, including
human resources and information services.

Molly began her career in 1988 as an auditor for the Arthur Anderson
LLP in Boston, Mass.

A 1988 graduate of Holy Cross with a bachelor of arts in econom-
ics/accounting, Molly graduated from the Anderson School at UCLA with
a masterʼs degree in business administration in 1999.

Molly is a member of the Junior League of Orange County and is currently serving as the
Court Appointed Special Advocates (CASA) chair.
Nominated by Stephen Berry of Paul Hastings LLP

Eduardo Jordan
Nolet Spirits USA, Aliso Viejo

Eduardo Jordan has worked at Nolet Spirits U.S.A. – the importers of
Ketel One vodka and Nolet gins – for 14 years, where he is CFO and sen-
ior vice president of operations. The Nolet Distillery has been owned and
operated by the same family for more than 300 years.

His career started at KPMG Peat Marwick, where he worked for a little
more than seven years. He then went to work for one of his clients before
working at a few different places in various capacities. Then he was hired
by Nolet Spirits, where he started as vice president of finance. Heʼs re-
sponsible for anything other than sales and marketing, which includes al-
most more than Eduardo can describe.

Professional success aside, keeping in touch with his heritage remains
an important part of Eduardoʼs contributions to his community. He has been involved with, and
has supported, the Orange County Hispanic Chamber of Commerce, the Hispanic 100 and he
has co-chaired the Latino Council at Mission Hospital in Orange County.
Nominated by Maria Nazario of California Society of CPAs and Richard Reisman of the Or-

ange County Business Journal

Scott Lamb
ICU Medical Inc., San Clemente

Scott Lamb is the chief financial officer, secretary and treasurer of ICU
Medical Inc., a leader in innovative products used in vascular therapy, on-
cology and critical care applications. Scott became the companyʼs CFO
in April 2008. During his distinguished tenure in this executive position,
ICU Medicalʼs revenue grew 51% through fiscal 2010, operating income
more than doubled and net income increased 34% compared to fiscal
year 2007.

Scott and his global Finance and Accounting department of 21 em-
ployees have successfully supervised and provided invaluable financial
advice related to the acquisition of the critical care business from Hospira
and expansion of manufacturing capabilities, including the construction
of ICU Medicalʼs new European manufacturing facility in Slovakia and global distribution.

Scott received his MBA from the University of Redlands and his undergraduate from Cal State
Fullerton.
Nominated by Julie Beckley of Union Bank

Janice Legoza
Brandman University, Irvine

Janice Legoza has been vice chancellor for Finance & Administration of
Brandman University since May 2009. Her professional duties are exten-
sive and include creating and directing Brandmanʼs Finance & Adminis-
tration Division including the business office and accounting, budget and
planning, information technology and telecommunications services,
human resources, learning and development, facilities and real estate
services, and safety; hiring a strong team; and establishing strong inter-
nal management controls, solid business practices, and a professionally
trained staffing model to meet the needs of Brandmanʼs students, faculty,
and various external constituencies.

Brandman University, part of the Chapman University System, is a com-
prehensive not-for-profit university with 26 campuses in the California and Washington States
with a main campus located in Irvine, and an operating budget of $90 million.
Nominated by Linda Dixon of Brandman University

Thomas Liguori
MFLEX, Anaheim

A CFO of public companies for the last ten years, Tom Liguori brought
his expertise in international business, manufacturing operations, cost
management, M&A, investor relations and tax strategies to MFLEX in
February 2008. Heading the finance team, he has spent his time at the
company working closely with executives in program management on a
day-to-day basis to reduce product costs and create profitable and com-
petitive pricing. Tom has also built the finance and IT infrastructure during
a period of extreme revenue growth.

He has secured $30 million financing for USA/Singapore operations and
$75 million financing for China operations. Tom received his MBA with a
concentration in finance from Arizona State University and his BS in business administration
from Boston University.

MFLEX manufactures flexible printed circuit boards for the mobile phone and electronics in-
dustry.
Nominated by Michael Nicholls of Oracle

“You will always be CFO 
OF THE YEAR in our book!”
—From Your Fluidmaster Fans

Congratulations

STEVE DIXON
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Rhonda Longmore-Grund
Printronix, Irvine

Rhonda Longmore-Grund joined the Printronix team in 2009 with an
extensive background in finance. Most recently, she was the VP of global
information systems finance and support services at Ingram Micro. Dur-
ing her six years at Ingram Micro, Rhonda was responsible for global IT
finance, IT project management and global IT vendor management. She
also held the role of director and regional controller within Ingram Microʼs
$1 billion Latin American division.

Rhonda holds a bachelor of arts in economics and political science
from the University of Massachusetts at Amherst. She also holds a mas-
ter of arts in law and diplomacy in international business relations, international business and
economic law and international conflict resolution from the Fletcher School of Law and Diplo-
macy at Tufts University.

Printronix is a leading manufacturer of line matrix printers, RFID printing and thermal bar
code printer technology.

Nominated by Beverly J. Wiesen of Apex Executive Search

Roy Luna
Specific Media, Irvine

Prior to joining Specific Media, Roy Luna was chief financial officer of
SSP Solutions/Litronic, a publicly traded company that provides soft-
ware and hardware solutions for computer network security using Pub-
lic Key Infrastructure (PKI) technology. There, he was responsible for
finance and administration including the preparation of all Securities and
Exchange Commission filings.

Before joining SSP Solutions/Litronic, Roy was SVP & CFO of Care-
Line Inc., a publicly traded company he co-founded, specializing in
emergency medical transportation. He was responsible for raising over $125 million in venture
capital, mezzanine financing and convertible debt, and spearheading a $55 million IPO.

Roy received a BA in business administration from California State University, Fullerton. An
active CPA, Roy is a member of the American Institute of CPAs and the California Society of
CPAs.

Specific Media is an innovative global interactive media company that enables advertisers
to connect with consumers in meaningful, impactful and relevant ways.

Nominated by Brian Fleming of Oracle

Daniel M. Maguire
Houdini Inc., Fullerton

Dan Maguire has been leading Houdini since the companyʼs inception. Dan served as the
brainchild for the organization, as he was one of the first four employees when Houdini started
as a catalog. Since then, Dan has done a tremendous job growing the company from its mea-

ger beginnings to one that captures the largest market share in the up-
scale food and wine gifts industry.

Initially, much of the companyʼs growth was due to strong catalog
sales, but in the last few years Dan has helped to foster an online pres-
ence for the companyʼs products which has furthered the steady growth
of revenue. Dan has also overseen the diversification of the company
with the addition of a Houdini wine label, which has expanded the com-
panyʼs product platform into the wine market. He has been an integral
part of Houdiniʼs growth and has taken a major role in leveraging tech-
nology to become a fierce competitor in todayʼs age of e-commerce and
online marketing.

Since 1984, Houdini Inc. has been the leading supplier of upscale food and wine gifts to re-
sellers throughout the U.S.

Nominated by Greta Nelson of Oracle

Patrick McCullough
Amonix, Seal Beach

Patrick McCullough is CFO of Amonix Inc., the leading designer and
manufacturer of concentrated photovoltaic (CPV) commercial solar
power systems. He joined the company in 2010, further enhancing the
Amonix senior management team with his extensive experience in man-
aging treasury, finance, accounting, tax and compliance functions for
numerous industrial equipment and automotive companies.

Patrick joined Amonix from IMI Severe Service Division where he was
CFO and a SVP and led global tax and transfer pricing initiatives, over-
saw significant cash conversion improvements, and was responsible for
over 100 finance and IT employees in 14 countries.

Patrick holds a BS in mechanical engineering and an MBA from the University of Notre
Dame.

Nominated by Jayne Kennedy of the Orange County Business Journal

Mark McEachen
Freedom Communications Inc., Irvine

Prior to joining Freedom Communications, Mark McEachen was the
controller and treasurer at Chrysler in the finance department. In 2009,
the day after Memorial Day, Mark was brought into Freedom to help de-
termine a financial restructuring plan for the company. Freedom faced
several significant challenges. Mark interviewed with all of the family
members at Freedom, and ultimately became the chief restructuring of-
ficer, as well as the chief financial officer and chief operating officer.

Mark led Freedom through a financial and operating restructuring
while at the same time avoiding significant layoffs. As a result of the suc-
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Congratulates
Paul Soth
Chief Financial Offi cer and Executive Vice President

For Being Nominated as CFO of the Year

We appreciate your 
tremendous efforts and 
commitment to the 
success of our company. 
Congratulations on this 
much-deserved honor.

Spectrum Group International 
specializes in the trading of 
precious metals and the auction 
and sale of collectible coins, 
currency, stamps and wine. 
Call for information.

Spectrum Group International
1063 McGaw Avenue Ste 250
Irvine, CA 92614
949.955.1250
www.spectrumgi.com

4225 N. Palm Street  | Fullerton, CA 92835  | 714.525.0325
HoudiniInc.com  | WineCountryGiftBaskets.com

CONGRATULATIONS TO

DANIEL M. MAGUIRE
FOR BEING NOMINATED

FOR THE 2011 CFO
OF THE YEAR AWARD!

Your Friends and Colleagues at Houdini, Inc.
& Wine Country Gift Baskets
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cessful restructuring, the company’s performance improved dramatically. In 2009, the profit
target was $30 million, and the company achieved a $70 million profit.

Freedom Communications is a national privately owned information and entertainment com-
pany of print publications, broadcast television stations and interactive businesses.
Nominated by Richard Reisman of the Orange County Business Journal

Mike McGee
Discovery Science Center, Santa Ana

Mike McGee has been with the Discovery Science Center (DSC) for
three years, in that short amount of time, Mike has amassed an impres-
sive list of accomplishments including, but not limited to, introducing trans-
parency to DSCʼs finance function, and improving financial reporting and
internal controls; redesigning and expanding monthly financial statements
and Finance Committee reports; introducing a monthly financial review
with DSC director staff to ensure financial information was properly cas-
caded to front line employees and shortening the month end close
process by 33% through better communication with senior staff and bet-
ter coordination of accounting staff responsibilities.

In addition to leading the finance, human resources and legal functions
of the organization with a team of seven professionals, Mike also led the marketing and sales
departments with a team of 14 for a year while the company searched for a permanent head of
marketing.

Discovery Science Center is a nonprofit organization dedicated to educating young minds, as-
sisting teachers and increasing public understanding of science, math and technology through
interactive exhibits and programs.
Nominated by Paul Short of KPMG LLP

Kenneth Ord
Corinthian Colleges Inc., Santa Ana

Kenneth Ord has been executive vice president and chief financial of-
ficer of Corinthian Colleges Inc. since February 2005. He has also served
as chief administrative officer for the organization since December 2010.

Kenneth began his career at Ford Motor Co., serving nine years on the
finance staff in roles ranging from overseas financing to profit analysis
and financial controls. Kenneth has more than 30 years of financial ex-
perience with public and multi-national corporations.

Kenneth is a graduate of Brigham Young University and holds a bach-
elor of arts in economics, as well as an MBA.

The mission of Corinthian Colleges is to help students prepare for ca-
reers in demand or to advance in their chosen field. With more than
93,000 students as of June 30, 2011, the organization is one of the largest post-secondary ed-
ucation companies in North America.
Nominated by Lincoln Waggener of Oracle

Dan Rinkenberger
Kaiser Aluminum Corp., Foothill Ranch

Daniel Rinkenberger is senior vice president and chief financial officer of
Kaiser Aluminum Corporation. Daniel was promoted to his current position
in 2008, after 17 years holding increasingly responsible finance positions
in the companyʼs headquarters and operations. Now entering his third
decade with Kaiser, Daniel couples his effective leadership with a deep ap-
preciation for the companyʼs distinguished history, unique culture and vision
of a successful future, playing a key role in ensuring that Kaiser remains an
employer, partner and supplier of choice, as well as a highly regarded cor-
porate citizen.

Danielʼs leadership has ensured a strong balance sheet and effective
liquidity management, which has enabled Kaiser to remain focused on its business strategy and
strengthen its competitive position during the Great Recession of these past several years. Dur-
ing this period, the company continued to strategically invest capital of approximately $400 mil-
lion for internal growth and acquisitions while continuing to fund its quarterly dividend to return
value to its shareholders.

Before joining Kaiser, Daniel worked in the Treasury Department at Pennzoil Corp. He holds a
MBA in finance from the University of Chicago and a bachelor of education degree from Illinois
State University.

Kaiser Aluminum is a leading producer of fabricated aluminum products for aerospace/high
strength, general engineering, automotive and custom industrial applications.
Nominated by Woodruff-Sawyer & Co.

Larry Rosolowski
Razor USA, Cerritos

Since joining Razor USA six years ago, Larry Rosolowski has overseen
the immense growth of the company. His strong financial leadership has
enabled the organization to be extremely innovative with their scooter prod-
ucts. The companyʼs inventive nature has been critical to its success, es-
pecially in a time when many toy retailers are struggling to stay in business.
Larryʼs ability to manage Razorʼs finances while providing the necessary
budget for the companyʼs product development team hasnʼt been easy, but
it has been a key aspect of Razorʼs continued growth.

The open lines of communication that Larry has developed within his
team at Razor, and with the organizationʼs partners externally, serve as a
forum to consistently better themselves as a company.

Outside of his duties at Razor, Larry is an alumni member of the Redondo Beach Chamber of
Commerce and participated in the Leadership Redondo Beach Chamber of Commerce organi-
zation.

CFO-Guide(small):Layout 1  12/16/11  10:49 AM  Page 42



January 2, 2012 ORANGE COUNTY BUSINESS JOURNAL / CFO OF THE YEAR AWARDS ADVERTISING SUPPLEMENT Get local breaking news: www.ocbj.com Page A-43

CFO-Guide(small):Layout 1  12/19/11  11:17 AM  Page 43



Razor USA was founded in 2000 with the introduction of its now legendary kick scooter.
Today, Razor offers a full line of products that inspire and excite riders everywhere.
Nominated by Michael Aceves of Union Bank and Greta Nelson of Oracle

Gary Roth
United Capital, Newport Beach

As chief operating officer and chief financial officer of United Capital,
Gary Roth is responsible for the execution of the company’s business
plan and for coordination among the key operational functions of the
company. His remarkable list of accomplishments include completing 30
mergers and acquisitions from 2006 through 2010, maintaining a healthy
balance sheet with no outside debt, and expanding the company from
five locations to 28 offices. Working closely with the CEO of United Cap-
ital, he has helped to position the company to triple in revenues by 2015.

Gary holds MBA degrees from the Columbia University Business
School and the University of California at Berkeley, Haas Business
School. He earned a bachelor of arts in history, from Columbia College, Columbia University.

United Capital Financial Partners, Inc. is a fast-growing national partnership of exceptional
Private Wealth Counseling offices.
Nominated by Robert Louvar of Union Bank

Brad Schmidt
Smile Brands Group Inc., Irvine

Brad Schmidt has been with Smile Brands Group Inc. (SBI) since its
founding in 1998 and has been chief financial officer since 2002. As con-
troller from 1998 to 2002, Brad set up all of SBIʼs financial systems and
led the business support integration of the companyʼs three platform ac-
quisitions. Since 2002, Brad has been responsible for all of the financial
operations of the company including the acquisition and integration of
Monarch Dental Inc. in 2003, for which he help to raise $40 million of
equity and $90 million of debt financing; the acquisition and integration
of Castle Dental Inc. in 2004; and recapitalizing the company in 2010
through a debt financing with Wells Fargo.

During this period, Brad has been very hands-on in all aspects of the
companyʼs operations including establishing and leading the companyʼs purchasing function,
consumer finance business and pricing capabilities.

Smile Brands Group Inc. is the largest provider of support services to general and multi-
specialty dental groups in the United States based on number of dental offices. The company
provides comprehensive business support services, non-clinical personnel, facilities and equip-
ment through our exclusive long-term agreements with affiliated dental groups.

Nominated by Steven Bilt of Smile Brands Inc.

Bryan Shaul
Sun Healthcare Group Inc., Irvine

Since joining the Sun Healthcare Group Inc. in 2005, Bryan Shaul has been instrumental
in helping the company grow its revenue through a combination of internal growth and ac-
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quisitions. In late 2010, Bryan helped orchestrate the separation of
Sun into two separately traded public companies, Sun Healthcare and
Sabra Healthcare REIT, a process that took over nine months to com-
plete and countless public filings to complete. Most recently he and
the company are working through a significant rollback of Medicare
rates that have affected all companies in the skilled nursing industry.
Throughout all this, Bryan has maintained his commitment to ensuring
timely and accurate information is provided to the companiesʼ em-
ployees and investors to help them better understand the challenges
that the company faces.

Sun Healthcare Group provides long-term, post-acute and related
specialty healthcare in the United States.
Nominated by Alex Marr of PricewaterhouseCoopers

Richard Shields
Oakley Inc., Foothill Ranch

Richard Shields joined Oakley Inc., a global optics and optical retail
company, as CFO in November 2005. Richard has more than 20 years
of senior financial experience and oversees accounting, tax, financial
reporting, treasury, investor relations, internal audit and financial plan-
ning functions at Oakley, a NYSE traded firm with market capitalization
of over $2 billion and 28 subsidiaries in 16 countries.

In addition to his role as CFO of Oakley, Richard has been CFO of
two other publicly traded companies. He started his career with Price-
waterhouseCoopers in Los Angeles. Richard completed his undergrad-
uate degree from Eastern Washington University, and earned an MBA
from Notre Dame.
Nominated by Colin Baden of Oakley Inc. and Grant Thornton LLP

Lauren Silvernail
ISTA Pharmaceuticals, Irvine

Since joining ISTA in 2003, Lauren Silvernail has been the key archi-
tect of the companyʼs growth and financing plans, which have changed
ISTA from a development stage organization to the fourth largest
branded ophthalmic pharmaceutical company in the U.S., with over 330
employees. As ISTAʼs CFO, Lauren has led the companyʼs financing ef-
forts, successfully securing over $250 million in debt and equity from
public and private sources to finance the growth of the company. In
2011, Lauren successfully secured $400 million in financing for an ac-
quisition attempt.

Lauren has been active in Girl Scouts, sponsored ISTAʼs membership
in the Irvine Chamber of Commerce and led the companyʼs 2011 spon-
sorship of the Orange County American Heart Association GO RED FOR WOMEN event.

ISTA Pharmaceuticals is a rapidly growing pharmaceutical company in the United States
and an emerging allergy drug franchise.
Nominated by Jeanie Herbert of ISTA Pharmaceuticals
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Russell Skibsted
Aeolus Pharmaceuticals, Mission Viejo

Russell Skibsted is a seasoned executive with over 25 years of experience in finance, ac-
quisitions, partnering, marketing and operations, with companies ranging from start-ups to a
Fortune 5. He has significant private equity, public market, operations and transaction expe-
rience with both public and private companies. Prior to joining Aeolus, he was SVP and chief
business officer of Spectrum Pharmaceuticals where he led global strategy, M&A, licensing,
fundraising, & IR/PR. At Spectrum he completed a significant partnership and an asset sale
that generated over $62 million in non-dilutive funding to the company in 2008.

Russell Skibsted earned an MBA from the Stanford Graduate School of Business and a BA
in economics from Claremont McKenna College.

Aeolus Pharmaceuticals was founded as Intercardia Inc. Until 2004, Incara was engaged
in the development of non-antioxidant drug platforms. In 2003, the company was renamed
Aeolus Pharmaceuticals Inc. and a new board and management was brought in to focus on
developing a new class of metalloporphyrins for use as catalytic antioxidants to treat disease.
Nominated by Sean Kelly of Hein & Associates

Paul Soth
Spectrum Group International, Irvine

When Paul Soth accepted the CFO position at Spectrum Group In-
ternational (SGI) in March 2010, he knew he was in for a challenge as
the company had gone through several CFOs/controllers since the
SEC investigation began in 2006. Additionally, the company experi-
enced significant accounting personnel departures. With his public
company background, including experience at Caesarʼs/Harrahʼs En-
tertainment in Las Vegas, Paul was ready to implement positive
change and help turn the company around.

One of the first items on Paulʼs agenda was to evaluate and en-
hance the current accounting/finance staff. After quickly assessing the
accounting team, Paul immediately began to bring in key individuals to
shore up the corporate accounting function. As part of this process, Paul began to sort through
the various accounting systems used in the reporting process that led to the development of
a plan to satisfy the requirements for upcoming SEC filings.

Future plans for SGI include additional international expansion into European and Asian
markets, including Paris, Hong Kong and Singapore.

Spectrum Group International is a global trading and collectibles network.
Nominated by Erika Coniglio of McGladrey

Krishna Sudheendra
UST Global, Aliso Viejo

Krishna Sudheendra was named CFO for UST Global in June 2008. Before being ap-
pointed CFO, Krishna served as the Director of Finance for the company, securing both short-
term and long-term funding that immediately improved the profitability of the company.
Currently Krishna is responsible for managing the general finances, investor relations; cor-

porate governance; and balancing growth, profitability and long-term share-
holder value.

Krishna has overseen exceptional growth in his career with UST Global. He
has enabled UST Global to grow organically by leveraging the companyʼs
unique business model. Krishna leads the U.S.-based executive team to uti-
lize strategic centers of excellence located in India.

Krishna is a CPA from Denver, Colo. and holds a bachelorʼs degree in com-
merce from Bangalore University, India. He is also a member of The Institute
of Chartered Accountants of India.

UST Global is a leading provider of consulting, outsourcing and end-to-end
IT services for Global 1000.
Nominated by Victor Hernandez of Oracle

Manel Sweetmore
Verengo Solar Plus, Orange

Manel Sweetmore helped Verengo Solar achieve the most capital-efficient
level in their respective industry, He aided in raising $9.8 million in December
2010, and built the entire finance and accounting structure at the company
while managing growth from zero to market leader. He helped the organiza-
tion reach No. 66 on Inc. magazineʼs “Clean Energy Companies.” Currently,
Manel is working on bringing Verengo public by Q3 2012.

In the community, Manel has been involved with a variety of nonprofit or-
ganizations including Big Brothers Big Sisters.

Californians lead the nation in energy efficiency – and Verengo leads the way
in providing solar solutions to homeowners throughout Southern California.
Nominated by Barnaby Wang of Kforce Finance & Accounting

Kevin Tilden
Concordia University, Irvine

As chief financial officer of Concordia University Irvine, Kevin Tilden over-
sees Concordiaʼs corporate finance and accounting, as well as information
technology. Prior to joining Concordia, Kevin served as CFO of the Merit
Companies, one of the leading companies in the property management in-
dustry. He has also held leadership positions with several other service-ori-
ented companies.

Earlier in his career, Kevin was a senior accountant/auditor with Ernst &
Young, where he provided assurance and consulting services to a wide range
of private and publicly held companies. Kevin received a BA in economics
from the University of California, Santa Barbara. In addition to his profes-
sional career, he enjoys basketball, golf and spending time with his family.

Concordia University Irvine, guided by the Great Commission of Christ Jesus and the Lutheran
Confessions, empowers students through the liberal arts and professional studies for lives of
learning, service and leadership.
Nominated by Stephen Christensen of Concordia University
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Taryn Vidovich
United Way Orange County, Irvine

During the past six years with Orange County United Way, Taryn Vi-
dovich has not only been committed to bringing passion to the organiza-
tion, but has also strived to bring the expertise and skillsets needed to
increase efficiency and operations. At Orange County United Way, Taryn
has placed an emphasis on the importance of the finances within the or-
ganization and approaching day-to-day challenges with a more business-
minded approach.

Measuring success in a non-profit environment can be challenging at
times, but over the past few years Taryn has worked closely with the or-
ganizationʼs CEO and board to implement both financial metrics and com-
munity-based outcome measurements which place an emphasis on the
work done in the community while also keeping a pulse on the books and finances.

One of Tarynʼs number one goals has always been operational efficiency and working to en-
sure that contributions from the community reach those in need. By doing so, Orange County
United Way will be in a sound position to continue serving the community and fulfilling its mission.
Nominated by Max Gardner of Orange County United Way

Steve Wagner
Orange County High School of the Arts, Santa Ana

The Orange County High School of the Arts is proudly celebrating 25
years of excellence this year. While arts programs have been eliminated
from many high schools throughout the country, the Orange County High
School of the Arts continues to thrive because of the outstanding fiscal
leadership of Steve Wagner. Steveʼs experience with the Orange County
High School of the Arts began more than 20 years ago when he taught
alongside the schoolʼs founder, Ralph Opacic, Ed.D., at LosAlamitos High
School from 1987 to 1990. At that time, the Orange County High School
of the Arts was an afterschool arts program on the campus of Los Alami-
tos High School with 125 students with a modest $190,000 annual oper-
ating budget. Steve joined the administrative team at the Orange County High School of the Arts
in 2001 and currently serves as CFO and COO.

Bringing more than 20 years of experience in education to this role, Steve is responsible for the
management and supervision of the schoolʼs award-winning academic and arts instructional pro-
grams. He oversees the schoolʼs non-instructional support services including finance, budget,
facility, food services and technology. Today, the Orange County High School of the Arts serves
1,750 bright and talented students in grades 7-12 from more than 120 cities throughout South-
ern California and has an operating budget of more than $15 million.
Nominated by Jeanette Harvey of Orange County High School of theArts

Neil Watanabe
Annaʼs Linens, Costa Mesa

Neil Watanabe has been with Annaʼs Linens for over five years. He currently serves as the
companyʼs executive vice president and chief financial officer. The success that the company
has had is due in large part to Neilʼs leadership and the terrific team that he has surrounded him-

self with. Neil believes in promoting from within and going outside to seek spe-
cialized talent when needed. He has a very constructive working relationship
with all of the organizationʼs senior executives who look to him for advice and
counsel.

During his tenure, the company has grown from $300 million in annual rev-
enues to over $400 million and Neil has participated in the achievement of
that tremendous growth in every way imaginable.

Annaʼs Linens currently operates over 271 stores in 19 states and the Dis-
trict of Columbia, with over 2,800 employees.
Nominated by Woodruff-Sawyer & Co.

Brad Wheatley
First Financial Corporate Services Inc., Placentia

Since joining First Financial two years ago, Brad Wheatley has taken on
a significant senior management role in guiding First Financialʼs growth in
terms of both assets and profitability. For the 12-month period ending June
30, 2011, assets grew by 31% and profitability by 58%, reaching an all-
time high. This was accomplished despite a very weak overall economy
in general and, in particular, in terms of companies adding new equip-
ment.

During his tenure as CFO, First Financial debuted on Orange County
Business Journalʼs Fastest Growing Private Companies List at No. 55.
First Financial reported 48.3% revenue growth during this period.

First Financial Corporate Services, Inc. was founded in 2000 to fill the void in the technology
leasing market that was created by extensive consolidation within the industry. The companyʼs
independent and service-based approach has been well received in the marketplace and their
impressive customer list continues to grow.
Nominated by Lori Leavey of First Financial Corporate Services Inc.

Jim Wolford
Thompson National Properties, Irvine

Prior to joining Thompson National Properties, Jim Wolford was CFO at
Pacific Office Properties, where he evaluated and eliminated more than
$1 million in annual corporate expenses, successfully negotiated a $125
million credit facility and worked with investment bankers, accountants and
outside counsel in the development and successful filing of an S-11 with
the SEC for a $350 million secondary offering of primary common shares.
Prior to this, Wolford was CFO at Bixby Land Company and a consultant
and regional financial officer at AIMCO.

Wolford earned a bachelorʼs degree and an MBA in finance and ac-
counting from the University of Southern California. He is a member of the
executive committee at the Lusk Center, a director on the board of CNI In-
vestments and a licensed real estate broker.

Thompson National Properties is a forward-thinking Delaware limited liability company that
specializes in providing value-added real estate investment opportunities and asset manage-
ment to high net worth domestic, foreign and institutional investors.
Nominated by Manuel Ramirez of RJI Ramirez Jimenez International

Andre Wright
Verify Inc., Irvine

Andre Wright has served as chief financial officer of Verify Inc., a company which provides pro-
gram management, product verification and supplier surveillance services, since 2008. Before
being named CFO, Andre served as the corporate controller at Verify. Andre leads the com-
pany financially in an extremely specialized market, focusing on the aerospace and high tech-
nology sectors.

Andre oversees a family of companies which include: Vendor Surveillance Corporation, Ver-
ify Europe and Logistech. Andre has helped the company operate on a global scale with offices
in America, Europe and Asia. Verify has grown both in headcount and in revenue in the last five
years due in large part to the strong leadership of Andre.

Andre worked with the accounting firm of Ernst & Young for nearly five years before he joined
Verify. He obtained his BS in finance and accounting from Loyola Marymount.
Nominated by Ryan Bastianelli of Oracle and Chang Lee of Union Bank

Zenaida Yolo
Catholic Charities of Orange County, Santa Ana

Zenaida Yolo was born in the Philippines and immigrated to the U.S. in
1969 with her husband, Benny. Since August 2003, she has served as
the Director of Finance at Catholic Charities of Orange County Inc.
(CCOC) Zenaida is responsible for all financial functions of the nonprofit
agency, including development of annual operating budgets, participation
in agencyʼs strategic planning, reviewing and negotiating government con-
tracts and grants, and coordinating company audits.

Prior to working at CCOC, she worked as an accounting executive, in
increasingly responsible positions in all phases of financial management
and reporting, business planning and controllership functions in a multi-
plant manufacturer of industrial products, for over 25+ years.

Zenaida serves her community through various church ministries, taking an active role in the
OC- Filipino-American Association and serving on many school boards and parentsʼ guilds in
current and past years.

Catholic Charities of Orange County is a nonprofit organization dedicated to improving the
lives of people in our community.
Nominated by Manuel Ramirez of RJI Ramirez Jimenez International

John Zimmer
Parex USA, Anaheim

John Zimmer joined Parex USA three years ago. As the companyʼs chief financial officer,
Johnʼs impressive list of accomplishments include reducing the cost of doing business by re-
placing legacy software applications with a Tier 1 Enterprise Application; increasing company-
wide access to internal information, such as real time inventory; and increasing company-wide
collaboration.

Parex USA is a subsidiary of the ParexGroup, a division of Materis, S.A., a French Corpora-
tion. The ParexGroup is one of the world's leading manufacturers of specialty chemicals and
ready-to-use mortars for the construction industry.
Nominated by Nicole Biege of Oracle

CFO Awards Nominees

CFO-Guide(small):Layout 1  12/19/11  11:40 AM  Page 48



CFO-Covers(small):Layout 1  12/15/11  6:32 PM  Page 3



CFO-Covers(small):Layout 1  12/15/11  6:33 PM  Page 4


	cover1
	cover2
	C01_4C
	C02_4C
	C03_4C
	C04_4C
	C05_4C
	C06_4C
	C07_4C
	C08_4C
	C09_4C
	C10_4C
	C11_4C
	C12_4C
	C13_4C
	C14_4C
	C15_4C
	C16_4C
	C17_4C
	C18_4C
	C19_4c
	C20_4C
	C21_4C
	C22_4C
	C23_4c
	C24_4C
	C25_4C
	C26_4C
	C27_4C
	C28_4C
	C29_4C
	C30_4C
	C31_4c
	C32_4C
	C33_4C
	C34_4C
	C35_4c
	C36_4C
	C37_4C
	C38_4C
	C39_4C
	C40_4c
	C41_4C
	C42_4c
	C43_4C
	C44_4C
	C45_4C
	C46_4c
	C47_4C
	C48_4C
	cover3
	cover4



