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Art of Accounting:
You Must Push the Pencil
By Edward Mendlowitz
Tax rules continuously change, but the specific tax matter here is not what’s important. What is important is the
process.
In the 1970s the tax law provided for a penalty for certain family corporations retaining “excess” earnings and
not paying dividends. For the record the individual tax rate
on dividends then was 70 percent, so forcing the payment
of dividends would give the government that much more
tax—on some level you can say that it almost was a confiscatory tax.
To determine “excess,” you had to go through various gyrations and formulas, and in this client’s case, I felt he would
be penalized upon an audit if he did not pay the dividend.
The penalty was 38.5 percent of the unpaid dividends. I
told my client that based on his circumstances he needed
to pay a dividend of a certain amount to avoid the imposition of that penalty.
The client asked me to show him calculations to convince
him of the “benefit” of paying the dividend vs. being penalized. He said he wanted to see what he would have if he
paid the dividend and what he would have if he did not pay
the dividend but had to pay the penalty. I was annoyed at
his request and insistence because “everyone knew it was
better to pay the dividend rather than pay the penalty,” but
I told him I would work out the numbers for him.
I wasn’t going to see the client for about a month, but that
night after dinner I decided to put the numbers together
to get it out of the way and off my mind. To my complete
surprise, it looked like he was “richer” by not paying the
dividend, but paying the penalty. It made no sense to me
since the conventional wisdom was that the penalty avoidance was the preferred strategy.
During the next month I did extensive research on this and
found nothing that indicated you should not pay the divi-
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Revenue Recognition Standard
In recent years, the Financial Accounting Standards Board
(FASB) and the International Accounting Standards Board
(IASB) have identified weaknesses and areas for improvement in the accounting for revenue under both GAAP and
IFRS.
After years of deliberations regarding the appropriate
treatment for revenue going forward, on May 28, 2014, the
FASB issued a landmark revenue recognition standard,
which establishes a principles-based approach for accounting for revenue from contracts with customers.
This complimentary special report provides an overview
of the revised accounting model for revenue recognition,
which applies to all entities regardless of their industry.
Visit:
https://tax.thomsonreuters.com/GAAP-RevenueRecognition/SpecialReport for the report.

dend but wait to have the penalty assessed. But my calculations showed the opposite. I met with some more experienced colleagues and asked them to show me my errors,
which they were unable to do. I included this as a chapter
in my first book, Successful Tax Planning, published by
Martin Edelston and this was the thing I took the greatest
pride in—it reversed the conventional wisdom in this area.
I learned that with taxes, there can be no assumptions
and that everything has to be researched and number
crunched. This lesson became a mantra for me. Push the
Pencil! Do the Work!
After this instance, there have been many situations where
pushing the pencil reversed the “conventional wisdom” for
me. I also then never accepted anything less than a complete job from my staff. I have refused to work for clients
who did not want to pay the proper fees for the thorough
work I always insisted on.
June 6, 2014, AccountingToday.com

Institute of Management Accounting
What’s Missing from Your
Employee Benefits Program?
Ethics in Industry
Dana Basney, MSBA, CPA, ABV, CFF, CIRA, CVA, CFE
Thursday, July 10, 2014 from 5:30 - 8:00 PM
Elijah’s Restaurant, 8861 Villa La Jolla Dr., 92037
Ethics is the study and practice of appropriate behavior,
regardless of the behavior’s legality and the judgment by
human beings on rights and wrongs concerned with the financial records of a company. As accounting professionals
you are expected to adhere to ethical standards which are
designed to ensure a clear and accurate financial image of
a business’ financial information. Mr. Basney is a Managing Director of CBIZ MHM, LLC and a seasoned speaker
on this critical subject.
Please join us and hear from an expert while you earn 2
CPEs for ethics. Session to begin early at 6:00pm, please
plan accordingly.
Mr. Basney is a Managing Director of CBIZ MHM, LLC and
a Shareholder of Mayer Hoffman McCann P.C. He leads
the San Diego office’s due diligence, litigation, and insolvency services and is often called upon to assist clients
in acquisitions and mergers. He has practiced public accounting since 1973 and has extensive experience in the
tax, audit and consulting areas servicing a large number of
clients in virtually every field of enterprise.
Mr. Basney is a Certified Fraud Examiner (CFE), Certified
Insolvency & Reorganization Accountant (CIRA), as well
as a CPA. He holds the ABV (Accredited in Business Valuations) credential and CVA (Certified Valuation Analyst)
credential.
Mr. Basney holds a Bachelor’s Degree in Liberal Arts from
Bates College in Lewiston, Maine, awarded in 1970. He
received a Master’s Degree in Business Administration
and Accounting in 1975 from San Diego State University.
Mr. Basney teaches Forensic & Fraud Accounting for the
graduate program at the University of San Diego. In addition, Mr. Basney teaches Advanced Accounting at UCSD
Extension.

RSVP at www.imasd.org

Rick Unser, AIF, QPFC, CRPS
Thursday, August 14, 2014 from 5:30 - 7:30 PM
Elijah’s Restaurant, 8861 Villa La Jolla Dr., 92037
Rick Unser is a benefits professional with more than 12
years working with individuals and corporations in the retirement market. A producer and advisor for Lockton Financial Advisors and Lockton Investment Advisors, Rick
oversees the retirement services practice in Lockton’s
Southern California offices.
Rick specializes in defining, understanding, and developing creative solutions to clients’ complex needs in qualified
and nonqualified plan management. He works closely with
companies to develop and implement a strong fiduciary
oversight process, investment monitoring parameters,
vendor management benchmarks, plan design guidance,
and targeted participant education campaigns.
Recognized in the industry for his expertise, Rick has authored articles on various retirement plan topics including
fiduciary issues, plan compliance, legislative, regulatory
and judicial updates and participant education. In addition,
he has spoken about many of these topics at conferences sponsored by Plan Sponsor, Profit Sharing Council of
America, LIMRA and others.

Audit Update The Latest Requirements
James Comito, CPA
Wednesday, August 20, 2014, 12:00 - 1:40 PM
CBIZ Offices, 10616 Scripps Summit Court, San Diego
James Comito is based in the San Diego, CA office of
Mayer Hoffman McCann P.C. and specializes in providing
services to companies in the life sciences, software, high
technology, manufacturing, distribution, e-commerce, and
products industries.
James is a subject matter expert in revenue recognition,
complex equity transactions, share-based compensation,
fair value, earning-per-share, internal controls and a variety of other areas. James is a frequent public speaker on a
variety of financial reporting issues and participates in our
Firm’s national level training program. James joined the
organization in June 2005.

California Society of Certified Public Accountants
Register for the 2014 California
Financial Literacy Summit
Different Perspective for Defining Success
By Kelly Wallace, President, San Diego Chapter

This past Mother’s Day, I came across the Super Soul
Sunday television program on the Oprah Winfrey Network.
The program’s guest was Ariana Huffington, who shared
her words of wisdom based on a recent book she wrote:
“Thrive: The Third Metric to Redefining Success and Creating a Life of Well-Being, Wisdom, and Wonder.” The book
was formulated after writing a commencement speech for Smith College. The message to the class of
2013 was to challenge Western society’s definition of success, which
is based on money and power, and
to focus on a third metric of success
founded on four pillars she defined
as well-being, wisdom, wonder and
giving.
The synopsis for the book covers it best: “As more and
more people are coming to realize, there is far more to
living a truly successful life than just earning a bigger salary and capturing a corner office. Our relentless pursuit of
the two traditional metrics of success—money and power—has led to an epidemic of burnout and stress-related
illnesses; and erosion in the quality of our relationships,
family life and, ironically, our careers. In being connected
to the world 24-7, we’re losing our connection to what truly
matters. Our current definition of success is literally killing
us. We need a new way forward.”
During the interview with Oprah Winfrey, an interesting
point Ariana discussed was how “eulogies celebrate life
very differently from the way we define success.” It makes
you contemplate the question noted in a TED Talk by New
York Times columnist David Brooks, titled, “Should You
Live for Your Resume … or Your Eulogy?” In looking back
on your life, our eulogies are not defined by our résumé,
long hours spent in the office or at a client’s, workplace
accomplishments or possessions. It’s defined by our passions, virtues, character and relationships with others.
I’m often reminded of my Uncle Steve Martin. He was a
major influence on my decision to become a CPA and start
my career as an auditor in public accounting. My Uncle

Are you a financial literacy volunteer looking for additional
training, resources and networking opportunities? Are you
considering volunteering your time to promote financial
literacy in your community? Do you know of teachers or
parents who are interested in bringing financial literacy resources into their schools?
California CPAs, educators, nonprofits, community volunteers, legislators and financial professionals will come
together Aug. 6 with a common goal—to fight financial illiteracy.
The 2014 California Financial Literacy Summit at the
Burbank Airport Marriott will provide free educational resources for teachers, volunteer training and opportunities
to build connections within the California community to
promote financial education and focus on how we can empower the next generation to better manage their finances
through education.

Steve was also a CPA who owned his own father-and-son
tax practice. After busy season five years ago, he felt like
he had an ulcer, which he later found out was pancreatic
cancer. By Thanksgiving, he had passed away. His service
was a packed house with friends, family and loved ones
with standing room only. Several of his clients spoke at his
funeral, and it was very moving to see these high profile
CEOs and CFOs of large companies hold back tears during the eulogies they read.
I was touched to hear that, even during busy season, he
never missed his kids’ swim meets. He scheduled his meetings at the end of the day so he and his client could enjoy
happy hour together after finalizing the tax return and, over
the years, their families became friends and would often
schedule vacations together. It makes you wonder how
many clients would have nice things to say about their tax
provider or auditors, let alone feel compelled to speak at
their funeral. I’d bet not as many as you would like to think,
which is a true testament to the type of person my uncle
was and the types of relationships he developed with others.
While reaching the pinnacle of your career path is an important goal to have in life, I would like remind everyone to
take a step back, think about what is most important in your
life and the kind of person you want to be remembered as,
and to take action to becoming a successful human being
and not just a successful professional.
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Grow a made-from-scratch
pie venture and make
some scratch for yourself.

Get ready, because the AICPA Accounting Competition* is back and sweeter
than ever. Not just because it revolves around pastries—although being a managerial accountant for
a pie company *is* a pretty sweet gig—but also because this year, all three finalist teams will be leaving
Washington, D.C. with *$10,000*, after they compete for additional cash for their colleges. Cha-ching!
Start by joining the AICPA (for free) as a Student Affiliate member—it’ll get you access to the competition,
exclusive scholarship opportunities, industry news, discounts and much more.
So hop to it. Submissions are due September 29.

Get started at ThisWayToCPA.com/SweetReward

*NO PURCHASE NECESSARY. Competition begins on 8/18/14 and ends on 12/22/14. All entries must be received by 9/29/14. Subject to Official Rules available at www.
thiswaytocpa.com/competition. Open to permanent legal residents of the 50 US states, DC, Puerto Rico, Guam, Northern Mariana Islands, American Samoa and US Virgin
Islands who are; AICPA student affiliates, who are at least 18 and who are also full-time undergraduate students at community or four-year college/university in one of
those jurisdictions. See Official Rules for all requirements, terms & conditions. Void where prohibited. Sponsor: AICPA, 220 Leigh Farm Rd., Durham, NC 27707.

California Board of Accountancy
CALIFORNIA BOARD OF
ACCOUNTANCY ANNOUNCES FEE
REDUCTION
The California Board of Accountancy (CBA) is pleased to
announce a temporary reduction in fees, for a two-year
period effective July 1, 2014 and ending June 30, 2016,
under new rules adopted by the CBA. The initial licensure
fee and the biennial renewal fee are being reduced to $50.
In addition, the application fee for the CPA exam, the license
application fee, and the fee for registration as a partnership
or corporation have also been reduced. “The CBA elected
to reduce the fees last year to help offset the cost of entry
into the profession and to help bring the Accountancy Fund
Reserve in line with statutorily mandated levels,” said CBA
President Michael Savoy.
For further information regarding the fee reductions, please
visit the CBA website at www.cba.ca.gov.

International Delivery of the Uniform
CPA Examination
Over the past two years the California Board of Accountancy (CBA) has deliberated on the joint efforts of the National
Association of State Boards of Accountancy (NASBA) and
American Institute of Certified Public Accountants to administer the Uniform CPA Examination at international locations, iExam, and the possibility of participating in the
program.
At its March 22-23, 2012 meeting, the CBA elected to opt
out of, and not participate in, the iExam program. The CBA
found no benefit in licensing international candidates who
have no intention of living or working in California. In addition, California law requires that prior to issuance of a
CPA license candidates must provide a valid United States
social security number. The CBA is concerned that candidates approved by California to take the Uniform CPA
Examination via iExam will be unable to obtain licensure,
an important element of the process

Uniform CPA Examination

Prior to applying for a CPA license, you must pass the CPA Exam developed by the American Institute of Certified Public
Accountants (AICPA). The AICPA is a professional organization of CPAs consisting of members in public practice,
industry, government, and academia. The AICPA’s Board of Examiners write and grade the examination, as well as
ensure the continued validity and reliability of the exam; however, the CBA contracts with the National Association
of State Boards of Accountancy (NASBA) to administer the exam. In addition to delivering the examination, NASBA
also collects fees related to the administration of the exam, and provides special accommodations to candidates with
disabilities. You can schedule and take the CPA Exam at various Prometric testing centers throughout the United States
and its territories.
The CPA Exam is a four-part, computerized exam, which tests auditing and accounting knowledge areas and skills that
are necessary for entry into the profession and are essential for practice as a CPA. You must pass all four sections of
the examination prior to applying for licensure in any state. The following briefly describes each section:
•
•
•
•

The Auditing and Attestation (AUD) section covers knowledge of generally accepted auditing standards and procedures and
the skills needed to apply them in auditing and other attestation engagements.
The Business Environment and Concepts (BEC) section assesses candidates’ knowledge of a CPA’s professional
responsibilities and the legal implications of business transactions, particularly as they relate to accounting and auditing.
The Regulation (REG) section evaluates knowledge of principles and procedures for federal income, estate, and gift taxation,
managerial accounting, and accounting for governmental and not-for-profit organizations.
The Financial Accounting and Reporting (FAR) section appraises knowledge of generally accepted accounting principles
for business enterprises, including financial accounting concepts and standards and their application in public accounting
engagements.

For additional information on the CPA Exam structure and content, including sample questions and a tutorial, please visit
the CPA Exam website at www.cpa-exam.org. The CBA does not provide study aids for the CPA Exam.

National University

What does this...

...have to do with that?

On August 1st, Everything

Don Czechowicz of General Atomics will be speaking at the next School of Business event to be held at Petco Park on
that Friday night beginning at 5:30 PM.
Founded originally in 1955 as a division of General Dynamics, General Atomics and its affiliated companies now constitute one of the world’s leading resources for high-technology systems ranging from the nuclear fuel cycle to electromagnetic systems, remotely operated surveillance aircraft, airborne sensors, and advanced electronic, wireless and laser
technologies.
Don will be highlighting the importance of their products to our national security and to our local economy, as well. Following his presentation, attendees will enjoy the Padres game against the Atlanta Braves. Refreshments will be provided.

Register for this event at: www.NU.edu/SOBM-Events

Directions, parking, and transportation information is available at
http://sandiego.padres.mlb.com/sd/ballpark
Eskimos are very good hunters but they
never hunt penguins. Why not?
Answer on last page

San Diego State University
San Diego State University Students
and Faculty Attend SAPPHIRE NOW
Nancy Jones, CMA, AIS Faculty
Two San Diego State University (SDSU) AIS students,
Matthew Yu and Andrew Wong, along with their professor,
Nancy Jones, had the unique opportunity to attend SAP’s
annual event SAPPHIRE NOW in Orlando, FL. The event
which is co-sponsored by the SAP users’ group, ASUG,
was attended by 25,000 SAP users, corporate executives,
exhibitors, and SAP employees.
Matthew, Andrew and
Nancy, three of only 20
university faculty and 20
students, were busy the
entire week with presentations, workshops, networking, and other events. All
three attended a design
thinking session to brainstorm development of university-level exercises and
curricula using big data
sets available through the SAP University Alliances. The
benefits of the session were many, but outstanding were
the experience of the design thinking process and the potential benefits of being part of the curricula development.
This session put SDSU on the leading edge of analytics
curricula development using SAP tools.
Big data was a common thread throughout all keynotes.
Employers/companies are interested in real time analysis
“on the fly”. Hasso Plattner, one of the founders of SAP,
stated “Growth exists where there are no numbers”. In other
words, explore the data outside the customer base and
immediate area of influence. The importance of big data
bodes well for graduates of the Charles W. Lamden School
of Accountancy as faculty spotlight analysis and analytic
tools in their accounting courses, thus preparing students for
the evolving work environment where some industry CIO’s
predict that all their technology will be on mobile devices
within the next decade or so.
Wednesday of the conference was devoted to the future
workforce and what it will look like. Many of the speakers
and panelists talked about the need for math skills. “If we
are to understand all the data available, we must develop
more mathematically adept workers.” Innovative thinking to
address a need was also emphasized.
Other presentations talked about “simple finance”, an in-

novative method for creating financial statements and other
information; disruptive technologies; new SAP products
such as the new user interface; cloud solutions; contemporary governance, risk, and, compliance issues; simplifying
business processes; and of course, analytics. In addition
to attending presentations and exploring vendor exhibits,
Nancy was involved in working with some K-12 faculty to
help them brainstorm how to use SAP to expose and engage students to technology earlier in their academic lives.
Matthew and Andrew were responsible for assisting SAP
presenters at various exhibits and workshops throughout
the week. Indeed, Andrew did such a great job, that he has
been recognized by an SAP Director for his exemplary work.
Throughout the busy week, contacts were made which may
enrich the learning experience for all students in the AIS
program at SDSU.
Nancy Jones is a Lecturer in the School of Accountancy.
She may be reached at: NJones@mail.SDSU.edu.

Accounting Information Systems (AIS)

The MSA-AIS specialization is designed primarily for students interested in pursuing careers in AIS related positions
in internal audit, assurance services, information technology auditing, and consulting. It prepares students to take
the Certified Information Systems Auditor (CISA) exam,
the Certified Internal Auditor (CIA) exam, and the Certified
Public Accountant (CPA) exam.

Tony Gwynn Passes Away at 54

Gwynn was a two-sport star at SDSU in the 1970s and
'80s. Gwynn, who was inducted in the National Baseball
Hall of Fame in 2007, passed away at a hospital in suburban Poway.
“On behalf of San Diego State University, I wish to express
our deepest sorrow at Tony Gwynn’s passing,” said SDSU
President Elliot Hirshman. “Tony’s extraordinary athletic
abilities and achievements were matched by the kindness,
support and mentoring he gave to countless members of
our community.

University of California at San Diego

UC San Diego Rady School of Management - Accounting Minor
The Accounting Minor at the Rady School of Management provides a high-quality education for students seeking a professional career in accounting and related fields. For many UCSD students, it is the first step on the path to becoming a CPA.
A variety of internship and career development opportunities are available to Rady accounting students, including resume building workshops, CPA advising, and networking events attended by a wide variety of firms, including the Big
4. Accounting students are also invited to join UCSD’s Undergraduate Accounting Society and many other student-run
organizations that focus on professional development.
The Accounting Minor consists of seven courses that cover the key principles, processes and applications of accounting:
•
•
•
•
•
•
•

Financial Accounting
Managerial Accounting
Intermediate Accounting A
Intermediate Accounting B
Auditing
Federal Taxation - Companies
Advanced Accounting

Optional Elective Courses:
•
•

Advanced Cost Accounting
Federal taxation - Individuals

Questions? undergrad@rady.ucsd.edu

CMA Scholarship Winners
Congratulations to the Rady School’s 2014 CMA
Scholarship Winners!
Genesis Gomez
Yat Ko
Milad Khoury
Emily Lin
Kailey Montgomery
These 5 winners can boast an outstanding academic
record and promising futures as a Certified Management Accountants. We wish them luck in all of their
future endeavors!

Focus on Employment
Top Networking Moves

experience to have in an increasingly global economy.

1. Attend as many events as possible. There are many
people who are more than willing to help perfect strangers
find a job, exchange contacts or give meaningful advice.

18. Adopt a cause you believe in. Volunteering can help
show trust and value to potential employers.

2. Set networking goals. Before attending any event, you
should have a clear purpose of why you’re going.
3. Order business cards. It may seem old school, but it’s
still simpler to hand people a card as opposed to hovering
over them as they input your info into a cell phone.

19. Be willing to invest in yourself. Don’t be afraid to
invest in a library of self-help career books, lunches and
dinners with influential people, and ongoing courses to build
a career bedrock.
20. Steer clear of office gossip. This is especially sage
advice during the first six months at a new job.

4. Use a contact manager app. The new people you meet
can easily get lost.

21. Laugh at the boss’s jokes. You don’t want to be the
office kiss-up, but bosses like to have their egos stroked.

5. Craft the perfect reply to “What do you do?” It may
sound like a no-brainer, but you want to tell someone about
your job in a way that encourages conversation.

22. Make friends in high places. Senior executives are
the ones you can learn the most from.

6. Follow up—and mean it. When you meet people, let
them know how you plan to follow up.
7. Delete eyebrow-raising online pics. Employers are
likely to check out social media when researching prospective candidates.
8. Create résumé “extensions.” Post pictures of yourself
volunteering adding links within your resume.
9. Play the job field. Interview with numerous companies
at the same time.
10. Kill the receptionist with kindness. That person probably has more pull in the office than you think.
11. Come armed with questions. The key to interviewing
and landing a job is to interview the interviewer.
12. Master the handshake. It shouldn’t be weak and
clammy.
13. Sell something. Holding a sales position at some point
in your career can teach you valuable life lessons.
14. Take an improv class. It can develop your ability to
listen more carefully, build on the ideas of others, solve
problems creatively and get comfortable with failure.
15. Mind your (table) manners. Learn how to order
graciously, which fork and knife to use, and bread plate
etiquette.
16. Learn basic HTML. You need to know enough to understand how programming works so you’re ahead of the curve.
17. Get out of the country. Spending time abroad is good

23. Know when to keep quiet. You don’t know everything
and you shouldn’t be quick to yammer away at the wrong
time.
24. Test your comfort zone. Volunteer for the project that
you don’t think you can do.
25. Go ahead—break bad news to your boss. It may be
tempting to hide in your cubicle to avoid the aftermath of a
mistake in the workplace, but it rarely works out in your favor.
26. Keep an outside-work-hours side job. Not everyone
can land their dream position at 22, so it’s great to keep
your passions alive through side gigs.
27. Research your income bracket. Before you ever provide your salary expectations or accept a job offer, do your
homework to make sure you’re not asking for too much or
too little.
28. Speak up. The most important thing you can do as
you’re climbing the career ladder is to learn how to advocate
for yourself.
29. Tout your accomplishments. If you want a raise or
promotion, you need to show your boss why you deserve it.
30. Write yourself a “future” acceptance letter and salary offer. Focusing on that dream offer daily will help you
attract what you want.
Colleen Oakley, June 10, 2014, www.FoxBusiness.com

Contact the Publisher for Advertising
Rates: JEllis@AccountingCircle.org

The Closing Entry
The Journal Entry

Welcome to the current edition of the Journal Entry. What
better name for a publication (journal) for students and
practitioners in the accounting industry?
Here, you will find topics of interest whether you’re just beginning your studies or are an old pro. Here, you will meet
one another and swap stories of what this big, bad world
is all about. Here, you might find a mentor or someone to
mentor. Both, satisfying engagements.
Take a few minutes to peruse our, make that your, journal.
Need more information? Go to www.AccountingCircle.org.
Need advice? Join our private LinkedIn group and ask the
community. Got something to share? Send us a few paragraphs for publication.
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Eskimos are very good hunters but they
never hunt penguins because Eskimos live
near the North Pole and penguins live near
the South Pole.

California CPA Requirements

Are you headed for the Public Accounting world? Additional semester hours will be necessary beginning next year.
The California Board of Accountancy has created a web
page to help steer you through the maze of educational
requirements:
http://www.dca.ca.gov/cba/applicants/self-assess.shtml.

The Journal Entry

is a publication of The Accounting Circle and
is available Free of Charge to students and
accounting practitioners.

Publisher

The Closing Entry

We hope you enjoyed reading this latest Journal Entry and
trust that you found something new to help your learning
and your career.
Remember, this journal exists for your benefit. We welcome contributions and suggestions for future articles.
Send to: TFrancl@AccountingCircle.org.

Joyce Ellis, DBA, CPA, MAFM
JEllis@AccountingCircle.org
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Thomas J Francl, MBA, CMA
TFrancl@AccountingCircle.org

