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In today's fast-paced world, we're all looking for ways to save time without sacrificing 
quality when it comes to managing our money. Rehmann Wealth Path provides easy, 
24/7 access to all of your financial information, helping you focus on the most valuable 
data while ensuring you don't overlook the smaller details.

From trusts and wills to frequent flyer miles and hotel rewards, this digital financial 
management tool offers a secure online space for you to effectively keep track of your 
personal finances.

To learn more about the robust features Rehmann Wealth Path has to offer, visit 
rehmann.com/wealth-path or call us today at 866.799.9580.

rehmann.com/wealth-path

BWD
A REHMANN PUBLICATION VOL. 23   |   SPRING/SUMMER 2017

Business Wisdom Delivered

A Letter from the Publisher

All signs are “go” for a 
remarkable experience
If you’ve ever taken a road trip of any significant distance, you probably 
recognize the quiet reassurance that comes with spotting signs and landmarks 
that confirm you are on the right path. 

It doesn’t matter how many times you’ve made that drive: random exit signs or 
old barns can seem like friends waving as you pass.   

That’s why even the most well-traveled business leaders look for familiar 
markers each year. Client satisfaction, employee engagement and key 
performance indicators are just some of the reassuring signs that business is 
headed in the right direction. 

The Rehmann Experience is another such marker for us. 

An experience designed just for you
The Rehmann Experience offers our clients direct access to associates from 
all service lines who are committed to working collaboratively to provide more 
ideas, more service and more experience. 

If you have a need, we have a solution. No hoops to jump through, no 
middlemen to navigate around: simply responsive, quality support immediately 
at your fingertips.

Every year, many of our clients express the greatest amount of satisfaction when 
they put The Rehmann Experience to work for them or their businesses. It’s one 
of the reasons why 97 percent of our clients told us in a recent survey that they 
were satisfied with the value of services provided by Rehmann. Our dedication 
to providing a client experience like none other is also a contributing factor to 
Rehmann being named a 2016 Best of Accounting™ winner.

The sign that matters most
The one sign we enjoy seeing most is a more successful you. Whether we’re 
talking about your personal wealth or retirement plan, business, not-for-profit 
organization, or municipality, your success is the reassurance we seek as we 
continue delivering business wisdom wherever and whenever we can.

Randy Rupp, CPA 
CEO
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Protecting your company means thinking several  

steps ahead and anticipating moves from a wide variety  

of players. 

Fortunately, there are internal controls you can implement 

to secure your business’ information and assets. Here are 

12 ways to establish a winning cyber security strategy … 

before a data breach strikes.

 Create and enforce security policies

 Educate employees about security risks

 Run and keep current antivirus and  
anti-malware software

 Patch systems

 Secure wireless devices

 Secure and encrypt mobile devices

 Backup and encrypt data

 Ensure proper segregation and  
rotation of duties

 Ensure employees take required  
vacations

 Require the use of strong passwords

 Perform background checks on  
all employees

 Hire an external vendor to perform an  
IT security assessment 
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Don’t play the 
waiting game

12 keys to your winning  
cyber security strategy

50%

27%

23%

of data breaches 
are caused by 
malicious attacks.

are the result of information 
technology (IT)/business 
process glitches.

are caused by  
negligent employees.
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NUGGETS OF WISDOM

Take a tech timeout
From smartphones to tablets to game consoles, people 
are hooked on technology. However, the ever-increasing 
use of these devices has resulted in a dramatic rise in 
injuries to the hands, wrists and elbows, as well as the 
neck and back.

Many of these tech-related injuries can be avoided by 
using common sense — putting down your device and 
taking regular breaks during the day. Try the following 
tips to help prevent injury in tech users of all ages:

• Watch for early warning signs, such as a tingling 
sensation, pain or numbness in the hands,  
wrists or elbows, as well as the neck, shoulders 
and back. 

• Stop what you’re doing if you experience pain.

• Rest the affected finger(s), hand, wrist, etc.

• Give your thumbs a break. Switch hands, use a 
stylus or the talk-to-text feature on your phone if 
available, and learn to use a softer touch.

• Act ergonomically. Be mindful of your posture, 
hand and body positioning, and placement  
of devices.

(Kessler Institute for Rehabilitation)

Mastering the art of 
multitasking
From helping the kids with homework to prepping for a presentation at 
the office, being busy has become a way of life for most of us. Combine 
completing chores at home with the needs of work and family, and 
finding time to tackle our to-do lists can be a serious challenge. Nearly 
two in five Americans (38 percent) feel they don’t have enough time to 
complete household tasks, according to a recent survey.

The solution? Mastering the art of multitasking:

Practice prioritizing
More than half of Americans (59 percent) wish they could manage 
their time better throughout the day. Step one: learn how to prioritize. 
Determine the most important items on your list, then create a 
schedule that pairs complementary elements together. 

Use your mind and body 
While at home, nearly three quarters of Americans (71 percent) stated 
they usually multitask while watching TV and two thirds (67 percent) 
say they do so while cleaning. By combining a physical task, like 
cleaning, with a mental one, such as making phone calls, you easily 
can check items off your list. 

Tap into technology
We live in the digital age, so it’s no surprise that nearly three in five 
Americans (58 percent) use technology to multitask at home. Whether 
we’re answering emails on our smartphones while stirring spaghetti 
sauce, or tapping away on our laptops during family movie night, tech 
tools make accomplishing several tasks at once super simple.

Don’t let a busy schedule get the best of you. With a little effort, you 
can multitask your way to a completely crossed off to-do list.

(Moen)
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“Cornered by a moose” and 
other silly excuses
Are you chronically late for work? You’re not alone. When asked 
how often they arrive late to work, more than one in four workers 
(29 percent) admitted being late at least once a month — up  
from 25 percent last year — and 16 percent say it’s a weekly 
occurrence — up 3 percentage points since last year.

Most of the time when people are late, the excuses are pretty 
common. In general, the usual suspects are to blame: traffic, 
oversleeping and bad weather. But other times, the story gets 
stranger — which can make it harder to believe. When asked  
about the most outrageous excuses employees have given them  
for being late, employers shared the following:

• I put petroleum jelly in my eyes.

• I had to watch a soccer game that was being played  
in Europe.

• I was cornered by a moose.

• My mother-in-law wouldn’t stop talking.

• My dad offered to make me a grilled cheese sandwich,  
and I couldn’t say no.

Some jobs require adherence to a specific schedule in order to 
maintain quality service levels and precise hours of operation.  
Other jobs can be successfully performed with very flexible hours. 
Nearly two in three employers (64 percent) and employees (64 
percent) believe the concept of “working 9 to 5” is an antiquated 
practice, but more than half of employers (53 percent) expect 
employees to be on time every day, and four in 10 (41 percent)  
have fired someone for being late.

(CareerBuilder)

Beer tops list as beverage of 
choice, but wine sees gains in 
popularity
While consumers increasingly alternate between alcohol categories 
depending on the drinking occasion, everyone has a favorite beverage 
to sip on. For nearly four in 10 regular drinkers (U.S. adults ages 21+ 
who drink alcohol several times a year or more), beer is that beverage 
of choice (38 percent), followed by wine (31 percent) and spirits/liquor 
(28 percent). But has it always been this way?

Most regular drinkers who say beer is their beverage of choice today 
also say it was their go-to alcohol beverage two years ago (83 percent 
of those 23+) and 10 years ago (73 percent of those 31+). A majority 
of today’s spirit choosers say the same as well, with 78 percent stating 
they preferred liquor/spirits 2 years ago (of those 23+) and 63 percent 
10 years ago (of those 31+).

Wine drinkers, on the other hand, tell a slightly different story. While 
nearly three-quarters of today’s wine drinkers say they also preferred 
wine two years ago (73 percent of those 23+), just four in 10 could say 
the same 10 years ago (44 percent of those 31+). Many of today’s wine 
drinkers (ages 31+) had a different top pick a decade ago and say they 
were instead drinking liquor/spirits (26 percent) or beer (21 percent).

While beer may take the cake over the years, it is not everyone’s top 
pick. Beer is favored among men (55 percent), younger generations 
(21–34, 41 percent; 35–44, 44 percent; 45–54, 42 percent), and those 
residing in the South (43 percent). 

Wine, however, beats out beer as the top pick among women (46 
percent), adults ages 65+ (42 percent) and adults in high-income 
households (37 percent, household income of $100,000+). Spirits 
trail just a bit behind wine overall, but have generally equal strength 
in preference among various demographic groups versus larger 
variances seen in beer and wine across these same groups.

(The Harris Poll)
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Forecasting the future of your company isn’t an exact science. It’s impossible to 
predict every economic swing, technological advancement or political shift. And the 
ripple effects of each of these potential changes are equally capricious. 

How, then, do you future-proof your business? Rehmann’s experienced professionals 
offer key strategies — in the areas of cyber security, business operations and 
scalability — to help you begin looking ahead.

FUTURE-PROOFING 
YOUR BUSINESS

Spring/Summer 2017  |  BWD  9

Jessica Dore, CISA
Technology Risk Management

From a cyber security perspective, it 
is paramount that a strong network 
infrastructure is in place, along with 
governing policies and procedures. First, 
ensure that you’re familiar with the 
different types of security attacks, so you 
can best equip yourself to fight them. Next, 
ensure that all devices your employees 
use are protected by the proper security 
controls such as a firewall, intrusion 
detection and prevention system, anti-
spyware, and antivirus programs. The 
security solutions will fail to be effective if 
they are not updated. 

Strong passwords are your first line of 
defense and must be made by combining 
letters, numbers, uppercase, lowercase and 
special characters. The passwords should 
not be shared or displayed. A significant 
percentage of security breaches do not take 
place due to technical vulnerabilities, but 
instead rely on social engineering and the 
willingness of people to trust others. Make 
sure that employees can access only the 
data needed for their job function. 

A secure network is a robust network. 
Attacks can happen in minutes and are 
often hard to detect. Make sure you take all 
the essential steps to protect yourself and 
your company.

ABOUT THE ADVISOR
Jessica is a principal with Rehmann’s  
consulting department, focusing on technology  
risk management. She provides information 
technology consulting and security services to  
a wide range of clients. Contact her today at  
jessica.dore@rehmann.com. 

Mary Van Skiver, CPA, PHR, CEPA
Rehmann Consulting

Consider the following quote from Oprah: 
“I believe luck is preparation meeting 
opportunity. If you hadn’t been prepared 
when the opportunity came along, you 
wouldn’t have been lucky.”

The same way of thinking applies to crafting 
a strategy for the transition of your business. 
You certainly don’t want to rely on luck: 50 
percent of business transitions occur due 
to unfortunate events like death, disability, 
divorce, disagreement or distress. Yet 
these unfortunate events are covered by 
contingency plans only 67 percent of the time. 
A recent survey by the Exit Planning Institute 
reveals that 88 percent of business owners are 
not prepared to address transition planning. 
In addition, 76 percent of business owners are 
not aware of either of their options, or what is 
involved in the transition planning process.  

With only 13 percent of organizations having 
a written and communicated plan, a priority 
should be to record and communicate your 
thoughts and intentions. Document the 
parameters, along with a review of your 
buy-sell agreement, operating agreements, 
resources to fund transition, an employee/
leadership pipeline and retention policies, 
assignable contracts, customer commitments 
and the like.

It is never too early to strategically position 
your business, employees and even family for 
future changes. Be sure preparation meets 
opportunity when you need it most.  

ABOUT THE ADVISOR 
Mary is a senior manager with Rehmann’s  
consulting team. In this capacity, she plays a team 
lead role assisting businesses with design and 
implementation of transition strategy. Contact  
her today at mary.vanskiver@rehmann.com.

Jim Carpp, CISA, CRISC, CIRM
Management Consulting Services 

To future-proof your business, you 
should focus on the what, how and why 
of scalability. Scalability, in this scenario, 
means you can change the size of your 
operations to meet your clients’ needs. 

The world is becoming more niche-focused 
and complex, so it’s more difficult for one 
company to perform every task for their 
clients. So how do you ensure you are 
meeting all of your clients’ needs? Hiring 
outside vendors can help. Vendors can 
spread a skill across many customers and 
come to a full-time equivalent. Instead of 
having an employee at your company do 
it once in a great while, you’ll enjoy the 
efficiency and proficiency of someone who 
does it repetitively. 

Why is this necessary? As we talk 
with clients, we realize they are, often 
unknowingly, noncompliant with the law 
as a result of tasks they assumed they could 
not afford. 

Gone are the days of the jack-of-all-trades. 
To future-proof your business, scale your 
workforce as needed, and let your experts 
focus on their expertise.

ABOUT THE ADVISOR 
Jim is Rehmann’s director of consulting. He 
manages a team, working with them to establish  
a vision, identify and implement objectives,  
and drive solutions. Contact him today at  
james.carpp@rehmann.com.
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By Michael Patterson, CPA

ABOUT THE AUTHOR

Michael is Rehmann’s director of international tax. He has more than 25 years of international taxation experience and a 
successful track record of providing value-driven consulting, planning and structuring for clients in a wide range of industries. 
Contact him today at michael.patterson@rehmann.com. 

International tax professionals and business owners might 
feel apprehensive about how to proceed in a climate in which 
change is certain, but the details have not yet come into 
focus. A proposed 20-point decrease in the corporate tax, 
a repatriation tax, a border adjustment tax and an end to 
interest deductibility could mean sweeping changes to how 
multinational companies conduct their businesses. 

How can one prepare in the face of such uncertainty? 
By incorporating concepts known to remain relevant — 
regardless of the outcome of proposed legislation — into 
your repertoire of tax planning resources. Here are six ideas 
to help you begin.

Earnings and profits/tax pool studies 
Being as familiar as possible with earnings and profits  
(E&P) and tax pools may be very important for a couple 
of reasons ahead of anticipated tax reform. Repatriation 
planning for both inbound and outbound companies may 
turn out to be a high priority and knowing E&P is necessary 
in order to characterize cash repatriation as dividends or 
return of capital. 

Tax pools are important for understanding the foreign tax 
credit impact of dividends coming from controlled foreign 
corporations (CFCs). Additionally, if tax reform replaces our 
current foreign tax credit system with a territorial system, it 
is likely that offshore E&P will be deemed to be repatriated 
either immediately, or during some transition period yet to 
be determined.  

Corporate financial structure 
Reviewing the corporate finance structure will be important ahead of tax 
reform. It is likely that — with anticipated changes to corporate income tax 
rates and the possible change to a territorial taxing system — cross-border 
movements of cash will be necessary or desired. Knowing the cash position 
and intercompany debt structure of U.S. multinational companies ahead of 
cash movements will be necessary to be economically and tax efficient.

Basis studies 
In addition to the aforementioned E&P and tax pool attributes, knowing 
the basis of CFCs and U.S. inbound companies will be necessary when 
repatriating cash to either U.S. or foreign parent companies. Ordering 
rules generally provide that distributions with respect to shares owned 
will be treated as dividends to the extent of E&P. Distributions in excess 
of the E&P amount will be a return of basis. Therefore, knowing the 
amount of basis is important to avoid eroding the basis amount too much. 
Additionally, tax basis of CFCs is necessary to complete proper interest 
expense apportionments for foreign tax credit planning.  

Foreign tax credit planning 
As a general consideration, foreign tax planning will be necessary because 
many of the aforementioned planning opportunities and pretax reform 
preparation will impact — and be impacted by — the utilization of foreign 
tax credits. 

Rather than allowing the unknown of proposed tax reform to stifle 
your international business activities, use the possibility of reform as an 
opportunity to perform a health check for your business. In doing so, you’ll 
have a stronger, more comprehensive set of tax-planning tools to utilize in 
the vast array of possibilities future tax reform could bring.

For additional ways to prepare, visit rehmann.com/gearing-up.

Gearing up  
for the future
How to bolster  
your tax planning toolkit
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regardless of the outcome of proposed legislation — into 
your repertoire of tax planning resources. Here are six ideas 
to help you begin.

Earnings and profits/tax pool studies 
Being as familiar as possible with earnings and profits  
(E&P) and tax pools may be very important for a couple 
of reasons ahead of anticipated tax reform. Repatriation 
planning for both inbound and outbound companies may 
turn out to be a high priority, and knowing E&P is necessary 
in order to characterize cash repatriation as dividends or 
return of capital. 
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credit impact of dividends coming from controlled foreign 
corporations (CFCs). Additionally, if tax reform replaces our 
current foreign tax credit system with a territorial system, it 
is likely that offshore E&P will be deemed to be repatriated 
either immediately, or during some transition period yet to 
be determined.  
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Reviewing the corporate finance structure will be important ahead of tax 
reform. It is likely that — with anticipated changes to corporate income tax 
rates and the possible change to a territorial taxing system — cross-border 
movements of cash will be necessary or desired. Knowing the cash position 
and intercompany debt structure of U.S. multinational companies ahead of 
cash movements will be necessary to be economically and tax efficient.

Basis studies 
In addition to the aforementioned E&P and tax pool attributes, knowing 
the basis of CFCs and U.S. inbound companies will be necessary when 
repatriating cash to either U.S. or foreign parent companies. Ordering 
rules generally provide that distributions with respect to shares owned 
will be treated as dividends to the extent of E&P. Distributions in excess of 
the E&P amount will be a return of basis. Therefore, the amount of basis 
is important to avoid eroding the basis amount too much. Additionally, 
tax basis of CFCs is necessary to complete proper interest expense 
apportionments for foreign tax credit planning.  

Foreign tax credit planning 
As a general consideration, foreign tax planning will be necessary because 
many of the aforementioned planning opportunities and pretax reform 
preparation will impact — and be impacted by — the utilization of foreign 
tax credits. 

Rather than allowing the unknown of proposed tax reform to stifle 
your international business activities, use the possibility of reform as an 
opportunity to perform a health check for your business. In doing so, you’ll 
have a stronger, more comprehensive set of tax-planning tools to utilize in 
the vast array of possibilities future tax reform could bring.

For additional ways to prepare, visit rehmann.com/gearing-up.

Gearing up  
for the future
How to bolster  
your tax planning toolkit
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Start planning for the changing emphasis  
in estate planning
President Donald Trump has a great deal of influence over a wide 
range of legislative matters, including the federal estate and income 
tax. One of his campaign promises was a repeal of the estate tax. The 
current structure provides that any person can transfer $5.49 million to 
their heirs in 2017 and pay no federal estate or gift tax ($10.98 million 
for married couples). Transfers made in excess of this amount will 
be taxed at a 40 percent rate. In addition, the majority of a decedent’s 
assets will receive a “step-up” in basis to the fair market value at date 
of death, which then eliminates most gain on the sale of these assets 
following the death of the asset owner.

The following are some of the proposals of the House of 
Representatives and Trump regarding tax treatment related to the 
transfer of property upon a person’s death.

Estate tax
Trump’s plan would repeal the estate tax, and eliminate the “step-up” 
in basis for assets that exceed $10 million. It is currently unclear if he 
supports a recognition event at death, similar to a capital gains tax, or 
a modified carryover basis similar to what was in place in 2010. The 
House plan would repeal the estate tax, but does not repeal the “step-
up” in basis. The House plan states, “This blueprint also will eliminate 
the estate tax and generation-skipping transfer tax, so that the death of 
a family member or loved one no longer will be a taxable event.” Note 
that the repeal of the estate tax may be a 10-year phaseout, leaving it up 
to the next administration to manage the issue.

Gift tax
Neither plan mentions repeal of the gift tax. The gift tax may 
be kept in place with a lower lifetime exemption (currently 
$5.49 million). The annual exemption (currently $14,000 per 
gift recipient) and tax rate of 40 percent may also be modified. 
Maintaining the gift tax provides a method to limit high-
income taxpayers from making gifts of appreciated assets to 
gift recipients in lower tax brackets.  

Personal income tax
Currently, we have seven personal income tax rates. Trump’s 
plan would implement three rates — 12 percent, 25 percent 
and 33 percent — and his plan would maintain the current 
capital gains rates of 0 percent, 15 percent and 20 percent. 
The House plan would implement the same three income tax 
rates as Trump, but they would adjust capital gains rates to 6 
percent, 12.5 percent and 16.5 percent. It should be noted that 
both plans may help taxpayers on the higher end of each tax 
rate, but may pull in taxpayers who were paying taxes at the 
lower rate into a higher rate.  

To learn even more visit rehmann.com/ep-terrain. 

Navigating 
the uncertain 
estate-planning 
terrain

By Steve Armstrong, JD, LLM and Cathy Shoemaker, CPA, MBA, MST
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BEYOND  
OUTSOURCING: 
For governments, managed 
services unlock hidden value
By Richard Carpenter, CPA, CGFM, CGMA, and Amy Rottman, CPA, CGFM

When you hear the term outsourcing, you may think of farming out 
mundane administrative or financial tasks to someone who can 
perform them cheaper and more efficiently. Many governments 
and government agencies employ the managed services model 
— which goes beyond outsourcing — to bring expertise and 
experience to their teams. Using a managed services provider has 
the potential to unlock an array of benefits and often costs the 
same or less than what you are already paying. 

A tailored approach
There’s no cookie-cutter approach to managed services. Rather, these services should 
be tailored to meet the specific needs of a government or government agency and its 
constituents. Depending on the government’s size and resources, managed services 
may range from a supervisory role — providing the entity’s staff with a higher level 
of oversight than might otherwise be possible — to a comprehensive solution that 
replaces the entire finance department.

Functions performed by a managed services provider might include:

• Financial planning and strategy 
• Budgeting 
• Accounting and financial reporting 
• Grant and contract management
• Procurement
• Payroll
• Accounts payable

Depending on the government entity’s needs, these services can be provided on- or 
off-site. In either case, however, a good managed services provider will integrate 
these services seamlessly with the entity’s other departments, offering complete 
transparency from the perspective of the entity’s constituents and other stakeholders.
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Strategic benefits
Like other types of outsourcing, managed services offer valuable efficiencies and 
economies of scale. The government entity is relieved of the need to invest in 
the technology, equipment, training and other resources necessary to deliver the 
outsourced services. And a good managed services provider will have the bench 
strength needed to provide uninterrupted services in the event an employee misses 
work or leaves the job.

Keep in mind that the benefits of managed services go much further, enabling 
government entities to gain significant strategic advantages. It provides them with 
access to professionals who not only understand the complexities of government 
accounting, but also possess a breadth and depth of experience, in a variety of 
governments and markets, unavailable to the typical government employee. By 
tapping this experience, a managed services provider can identify strategies and 
opportunities an entity might not have uncovered on its own.

For example, one of Rehmann’s managed services clients is a school district. Based 
on the Firm’s experience with organizations in other industries, Rehmann’s finance 
professionals recommended that the school district self-fund its health care costs — 
a strategy that saved the district half a million dollars a year. The concept of self-
funding is unfamiliar among many local school districts, and it’s unlikely that the 
district would have considered the strategy on its own.

Another important benefit of managed services is scalability. The government entity 
gains access to high-quality professionals for as much or as little time as necessary 
and, unlike employees, the entity is not responsible for the time they spend on 
training or other nonproductive activities.

Meeting the challenges
Although the benefits of the managed services model are significant, adopting this 
approach is not without its challenges. For example, it may require some cultural 
adjustments, particularly if the provider’s staff works remotely rather than onsite. 
Getting used to conference calls, Skype meetings and other digital collaboration tools 
may take some time.

It’s also important for governments to recognize that engaging a managed services 
provider does not relieve them of their oversight responsibilities. The provider is 
responsible for the quality of its services, but it’s not undertaking an audit of the 
function being outsourced.

Challenges aside, the managed services model can be a powerful tool, shifting financial 
and administrative functions to outside professionals and allowing governments to 
focus on their core mission: serving their constituents.

ABOUT THE AUTHORS
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It’s nothing  
personal
Keeping fraud out of your family business

By Bill Kowalski, JD 
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5 ways to protect your business
When personal and professional interests collide, the best approach 
to maintaining success and prosperity —from both familial and 
financial perspectives — is to implement effective internal controls. 
Here are five internal control suggestions to help you get started.

1)  Segregate financial duties. Bank statements should be opened 
by a family member other than the one preparing the bank 
reconciliations. Transactions and canceled checks should be 
reviewed by a third employee. 

2) Avoid signature stamps for checks. Family businesses should 
consider requiring two signatures on checks over a certain 
monetary amount.

3) Review payroll, supplier and vendor lists. Payroll lists should 
be reviewed by someone other than the person preparing 
payroll. Reviewers should look for unauthorized employees 
and unapproved pay. The list of vendors should periodically 
be checked for fictitious or unrecognized names.

4) Conduct frequent meetings about finances. Make sure all 
financial reporting is transparent. Even if an employee is not 
a “numbers person,” they should still make an effort to try to 
understand the business’ finances.

5) Establish clear expectations among all employees. Be upfront 
with all employees on issues such as expectations, pay rates 
and other benefits.

When confronting fraud in a family business, it is vital to adhere 
to tried-and-true business principles, and not be drawn into 
discussions of family loyalties or dynamics. Remember that trust, 
no matter how important, is never an internal control. As Michael 
Corleone said, “It’s not personal … it’s strictly business.”   

“The Godfather” story revolved around the infamous Corleone family 
business: a dubious empire in which trust and loyalty were two integral 
components of its financial success. Yet despite this focus on familial 
concerns and reliance, betrayal still occurred, and in the novel, resulted 
in a tragic ending. 

Unquestionably, your family business is different from the Corleones’, 
but perhaps you hold trust and loyalty in similar reverence. While these 
are admirable traits in a family structure, they are not a reliable failsafe 
to keep your business free of fraud. 

In fact, family businesses are especially vulnerable to fraud. According 
to the Association of Certified Fraud Examiners, the largest businesses 
(those with more than 10,000 employees) experience fraud at a rate of 
19.8 percent. Conversely, in companies with fewer than 100 employees, 
which are much more likely to be family-owned, 28.8 percent are  
fraud victims. 

A closer look at family business fraud
What causes family members to betray those who should ostensibly 
be the closest to them? The same factors underlying the majority of 
fraud schemes in other businesses are also present in family-owned 
enterprises: 

• Individuals who commit fraud often feel emotional or financial 
pressure. This can push them beyond normal ethical boundaries.  

• They routinely rationalize their dishonest actions due to a belief 
that money or more authority was owed them.   

• They often find themselves in positions where the opportunity to 
commit fraud exists, and they anticipate little risk of exposure.

What differs significantly in family businesses, however, is the role 
of trust. The level of trust and the quality of internal controls, have 
an inverse relationship, meaning as trust increases in a business, 
the quality of internal controls relaxes. This, in tandem with the 
aforementioned factors, creates a breeding ground for fraudulent 
activity in a business.

Trust can also muddy an otherwise clear-cut case of fraud when family 
members rely on exploiting their family ties to sidestep confrontation. 
For example, a family member may take umbrage at accusations. Or 
they may attempt to turn other family members to their side, relying 
on sibling allegiance, parental favoritism or a family desire for conflict 
avoidance. As a result, family members may be less inclined to treat the 
potential fraudster as an offending business associate, for fear of the 
breakdown of the family relationship.  

When confronting fraud in a family business, 

it is vital to adhere to tried-and-true business 

principles, and not be drawn into discussions 

of family loyalties or dynamics. 
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and other words of financial wisdom
Throughout recent history, political changes and world events have caused people 
to wonder and worry about their financial security. From Pearl Harbor to the Y2K 
bug, and from the September 11, 2001 terrorist attacks to Brexit, many people have 
reacted to major events with short-term, fear-based responses. But abandoning 
long-term goals and hiding cash under the mattress are not necessarily keys to 
financial security. Studies suggest that in a vast majority of situations — even after 
the assassination of President John F. Kennedy, for example — markets tend to 
equalize in approximately a month’s time. 

Stay the course

Doug Barber Jason Baum
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Financial advice can vary from one company or advisor to the next, but in 
times of political uncertainty, most advisors would recommend one piece of 
advice: Stay the course. Here, a few of Rehmann’s great financial minds weigh 
in on this and other relevant topics.

If you had to identify one trend in the personal finance space, what 
would that trend be, and how are you addressing it with clients? 

Luke Terry: Reacting to current events is a big trend that I’ve seen recently, 
especially in light of the presidential election. Trying to change long-term 
plans and goals based on the most recent news that appears on your newsfeed 
is not healthy for your financial situation. One way to address these concerns 
is to take a look at historical events over the past 20 years. There are always 
events that seem to be the next black swan, but in reality were just another 
part of the market cycle. I try to remind clients to block out the noise of 
current events and focus on their longer-term plans.

What is the biggest mistake you see clients committing right now 
that prevents them from having as solid a financial foundation as 
possible? 

Jason Baum: The biggest mistake is allowing emotions to dictate financial 
behaviors, particularly in the context of personal biases about money and 
investing. I find that most people aren’t wired to be skilled at saving and 
delaying instant gratification. As in other aspects of life, financial behavior 
and one’s relationship with money is often learned. The good news is that bad 
habits can also be “unlearned.” For example, people don’t hire a fitness trainer 
because the trainer can count to 12. They hire the fitness trainer to hold them 
accountable and keep them motivated towards the end goal: better physical 
health. Hiring a Rehmann financial advisor involves the same accountability 
and motivation with the end goal of better financial health.

Luke Terry: Not making retirement savings a top priority. I often ask clients, 
“What is the most important payment that needs to be made each month?” 
It is always the mortgage or housing payments, which is a good answer. 
However, the problem is the retirement savings plan is usually far too low on 
the priority list. Often, I have clients who are more concerned with funding 
their children’s education, which is very important to many people. The 
problem is that there are no grants or scholarships in retirement. There are no 
“student loans” for you to enjoy your golden years. Making sure you  
are on the right path to financial independence is one of our top priorities.

If you had to recommend just one thing to your  
clients that would help them the most from a  
financial perspective, what would it be? 

Derrek Klimek: Many people’s natural inclinations are to 
invest when the underlying economy and stock market are 
doing well, and when they’re not, sell their investments and 
wait for the economy to change. Both of those are counter 
to what you should be doing. You’re better off leaving your 
money and sticking to a long term-strategy instead of trying to 
time when to buy and sell based on the stock market economy.

What service does Rehmann provide that clients and 
prospects are always surprised to learn is available?

Doug Barber: Comprehensive financial advice. Most people 
assume we will handle their investments or create a financial 
plan for them. They are very surprised to know we can help 
them analyze other areas of their lives, such as the decision 
to lease versus buy a car, how to apply for Medicare or 
appeal an Income-Related Monthly Adjustment Amount 
(IRMAA) charge, or even when to take Social Security. We 
field questions all the time from how to handle their group life 
insurance to the best way to finance a new home. 
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Stay the course

Doug Barber Jason Baum Derrek Klimek Luke Terry
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Last year, the Financial Accounting Standards Board (FASB) finalized its long-awaited current 
expected credit loss (CECL) model for credit impairment. Described by the American Bankers 
Association as “the biggest change to bank accounting ever,” CECL replaces the current 
incurred loss model with a forward-looking approach.

Although the new standard doesn’t take effect for several years, financial institutions and 
other affected organizations should be preparing for it now. Perhaps the most critical step is to 
evaluate the ability of your information technology (IT) systems and data collection processes 
to generate the information needed to calculate the more complex and predictive estimate.

Preparing for CECL: 
What you should be doing now

By: Heidi Cieslik, CPA, and Heather Funsch, CPA

Consider loans, for example. Many financial institutions don’t currently collect or maintain the loan-level data 
necessary to estimate future losses, and gathering this data for existing loans can be extremely labor-intensive. 
The sooner you identify your data requirements, and modify your systems and processes to track this data 
prospectively, the easier it will be to accumulate the historical data you’ll need when the time comes to implement 
the new standard.

A quick refresher
CECL is quite complex, but in a nutshell it discards the incurred loss model, under which credit losses aren’t 
recognized until they become “probable,” in favor of an expected loss model. It applies to a variety of financial 
assets, including held-for-investment loans, leases, held-to-maturity debt securities, as well as certain off-balance-
sheet credit exposures. Accounting Standards Update (ASU) 2016-13 also modifies the accounting treatment of 
available-for-sale debt securities and purchased credit-deteriorated assets.
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Under the new CECL model, organizations will recognize an 
immediate allowance for expected credit losses over a financial 
instrument’s contractual life, including losses that don’t yet meet the 
probable threshold. The allowance will be determined based not only 
on historical data and current conditions, but also on reasonable and 
supportable forecasts that affect expected collectability. Expected credit 
losses for assets with similar risk characteristics should be measured on 
a collective or pool basis.

The ASU requires several financial statement disclosures, including a 
discussion of the forecasts and other factors influencing management’s 
current estimate of expected credit losses, and the reasons for any 
changes in those factors.

The new standard takes effect as follows:

Entity type Effective date

Public business entities 
(Securities and Exchange 
Commission (SEC) filers)

Fiscal years beginning after 12/15/19, 
including interim periods within those 
fiscal years

Public business entities 
(non-SEC filers)

Fiscal years beginning after 12/15/20, 
including interim periods within those 
fiscal years

Other entities Fiscal years beginning after 12/15/20, and 
interim periods in fiscal years beginning 
after 12/15/21

Selecting a model
Evaluating your data needs and selecting a credit impairment model 
go hand-in-hand. The data you’ll need to gather will be driven by the 
model you choose. At the same time, your selection of a model may 
be based in part on your current data collection capabilities. The ASU 
doesn’t prescribe specific estimation methods, although it does list 
several acceptable models, including discounted cash flow analysis, 
loss-rate methods, roll-rate methods, probability-of-default methods 
and vintage analysis.

Guidance from federal banking regulators clarifies that CECL is 
scalable to institutions of all sizes and that smaller institutions aren’t 
expected to adopt complex modeling techniques. Institutions should 
apply judgment in developing methods that are appropriate and 
practical, and regulators expect that smaller institutions will be able to 
adjust existing allowance methods to meet CECL’s requirements.

Regardless of whether you use existing methods or adopt a new 
model, you’ll need to collect and maintain additional data to 
support forecasts and segmentation of assets with similar risk 
characteristics. The precise inputs will vary depending on the 
model, but for loans, examples might include credit score, risk 
rating, asset and collateral type, asset size, interest rate, loan term, 
borrower’s location and industry, loan balance and origination 
date, and historical credit loss patterns. As noted above, collecting 
this data for existing loans can be a challenge, so it’s important to 
begin tracking it as early as possible to accumulate sufficient data 
before CECL takes effect.

Get started
If you haven’t begun preparing for CECL implementation, get 
started as soon as possible. Evaluate your policies, procedures, 
IT systems and internal controls for CECL readiness. Establish a 
project management team and contact your service organizations 
and other vendors to assess their capabilities and find out  
how they’re modifying their systems to prepare for CECL.  
For more information about the steps you should take, visit  
http://www.rehmann.com/cecl. 

CECL: Not just for banks
Although CECL’s biggest impact will be felt by financial 
institutions, it applies to all organizations. Businesses 
should begin preparing to apply the new model to:

• Accounts receivable
• Trade receivables
• Held-to-maturity debt securities
• Net investments in leases
• Loans and lending commitments and certain 

other off-balance sheet credit exposures

CECL may affect the way companies determine 
allowances for receivables and requires new financial 
statement disclosures.
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Last year, the Financial Accounting Standards Board (FASB) finalized its long-awaited current 
expected credit loss (CECL) model for credit impairment. Described by the American Bankers 
Association as “the biggest change to bank accounting ever,” CECL replaces the current 
incurred loss model with a forward-looking approach.

Although the new standard doesn’t take effect for several years, financial institutions and 
other affected organizations should be preparing for it now. Perhaps the most critical step is to 
evaluate the ability of your information technology (IT) systems and data collection processes 
to generate the information needed to calculate the more complex and predictive estimate.

Preparing for CECL: 
What you should be doing now

By: Heidi Cieslik, CPA, and Heather Funsch, CPA

Consider loans, for example. Many financial institutions don’t currently collect or maintain the loan-level data 
necessary to estimate future losses, and gathering this data for existing loans can be extremely labor-intensive. 
The sooner you identify your data requirements, and modify your systems and processes to track this data 
prospectively, the easier it will be to accumulate the historical data you’ll need when the time comes to implement 
the new standard.

A quick refresher
CECL is quite complex, but in a nutshell it discards the incurred loss model, under which credit losses aren’t 
recognized until they become “probable,” in favor of an expected loss model. It applies to a variety of financial 
assets, including held-for-investment loans, leases, held-to-maturity debt securities, as well as certain off-balance-
sheet credit exposures. Accounting Standards Update (ASU) 2016-13 also modifies the accounting treatment of 
available-for-sale debt securities and purchased credit-deteriorated assets.
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instrument’s contractual life, including losses that don’t yet meet the 
probable threshold. The allowance will be determined based not only 
on historical data and current conditions, but also on reasonable and 
supportable forecasts that affect expected collectability. Expected credit 
losses for assets with similar risk characteristics should be measured on 
a collective or pool basis.
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discussion of the forecasts and other factors influencing management’s 
current estimate of expected credit losses, and the reasons for any 
changes in those factors.
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Entity type Effective date
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including interim periods within those 
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interim periods in fiscal years beginning 
after 12/15/21
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be based in part on your current data collection capabilities. The ASU 
doesn’t prescribe specific estimation methods, although it does list 
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expected to adopt complex modeling techniques. Institutions should 
apply judgment in developing methods that are appropriate and 
practical, and regulators expect that smaller institutions will be able to 
adjust existing allowance methods to meet CECL’s requirements.

Regardless of whether you use existing methods or adopt a new 
model, you’ll need to collect and maintain additional data to 
support forecasts and segmentation of assets with similar risk 
characteristics. The precise inputs will vary depending on the 
model, but for loans, examples might include credit score, risk 
rating, asset and collateral type, asset size, interest rate, loan term, 
borrower’s location and industry, loan balance and origination 
date, and historical credit loss patterns. As noted above, collecting 
this data for existing loans can be a challenge, so it’s important to 
begin tracking it as early as possible to accumulate sufficient data 
before CECL takes effect.

Get started
If you haven’t begun preparing for CECL implementation, get 
started as soon as possible. Evaluate your policies, procedures, 
IT systems and internal controls for CECL readiness. Establish a 
project management team and contact your service organizations 
and other vendors to assess their capabilities and find out  
how they’re modifying their systems to prepare for CECL.  
For more information about the steps you should take, visit  
http://www.rehmann.com/cecl. 

CECL: Not just for banks
Although CECL’s biggest impact will be felt by financial 
institutions, it applies to all organizations. Businesses 
should begin preparing to apply the new model to:

• Accounts receivable
• Trade receivables
• Held-to-maturity debt securities
• Net investments in leases
• Loans and lending commitments and certain 

other off-balance sheet credit exposures

CECL may affect the way companies determine 
allowances for receivables and requires new financial 
statement disclosures.
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Is it time 
to outsource? 
There comes a time in the life of a growing business when 
certain functions begin to distract owners and management 
from their core business activities. Outsourcing accounting 
and other financial tasks enables management to “work 
smarter” by shifting these tasks to third-party providers  
who can perform them more efficiently and effectively.

Are you experiencing high turnover in accounting personnel? High 
turnover can place a financial strain on your business. Outsourcing 
allows you to stay fully staffed without the need to invest your 
own resources into hiring and training. And a good provider will 
have the “bench strength” needed to fill in when employees go on 
vacation or call in sick.

Have you outgrown your bookkeeper or controller? Most growing 
companies reach a point where a bookkeeper alone can’t handle 
the company’s financial needs. If you’re not ready to bring someone 
in-house, consider using outsourced controller or CFO services. 
These services provide access to experienced professionals and 
are scalable to meet your needs — whether you’re looking for a 
permanent solution or for short-term assistance while you make 
the transition to a full-time controller or CFO.

Are you contemplating a merger or IPO? To prepare for a 
successful merger or initial public offering, it may be necessary 
to standardize or “professionalize” your business processes. 
Outsourcing can be a cost-effective tool for making this transition.

Are you ready?
Businesses that are ready to grow, improve productivity and maximize 
the skills of their strategic decision makers should strongly consider 
the outsourcing option. In addition to freeing up key players to execute 
evolving business goals, outsourcing provides access to cutting-edge 
tools and a dedicated, expert workforce that can support you in taking 
your business to the next level.

4

5

6

How do you know when it’s time to outsource? Here are six 
questions to ask:

Is management spending too much time on routine tasks? 
For companies with small teams, it’s not unusual for owners 
or management to devote significant time to tasks like 
processing invoices or paying bills. Outsourcing these tasks 
frees up their time to focus on value-added activities, such as 
strategic planning, product development, sales, marketing and 
customer relations.

Is your accounting system meeting your needs? As your 
business becomes more complex, your accounting system may 
have trouble keeping up with your financial needs, delaying 
critical financial reports until weeks or months after the end of 
a reporting period. An outsourced, cloud-based solution can 
give you instant access to cutting-edge technology — as well 
as experienced personnel — without the need to increase your 
investment in software, equipment and human resources.

Are you looking in the rearview mirror? Relying exclusively on 
financial statements is like driving by looking in the rearview 
mirror: These reports show you where you’ve been but provide 
little insight into where you’re headed. Outsourced, cloud-
based systems offer customizable dashboards that provide key 
business and financial data in “real time.” Having 24/7 access 
to this information from multiple devices helps you manage 
cash flow more effectively and tackle problems while there’s 
still time to fix them.
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By: Sharon Berman, CPA, CGMA and Steven Barnstable, CPA
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Five steps must be applied to  
recognize revenue from customers.
1) Identify the contract with a customer.  
2) Identify each performance obligation in 
the contract. 3) Determine the transaction 
price. 4) Allocate the transaction price to each 
performance obligation. 5) Recognize revenue 
when or as each performance obligation  
is satisfied. 

Four ways to prepare for the new 
standard include: 
1) Establish a cross-functional team within  
your organization. 2) Perform a readiness 
assessment. 3) Select a transition method.  
4) Develop a project plan.

Three years ago4, this new accounting 
standard was released by the Financial 
Accounting Standards Board (FASB).

Two implementation methods —  
full retrospective method and modified 
retrospective method — are available for 
companies to choose from.

One Firm is available right now to help 
you tackle revenue recognition … and 
thousands of additional business and personal 
finance matters. We call it The Rehmann 
Experience and look forward to speaking with 
you about it. 
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For more information, contact Magdalena Marriott (magdalena.marriott@rehmann.com)  
or Stephen Chang (stephen.chang@rehmann.com) today.

The countdown to revenue 
recognition success

Internet search results for the term 
“revenue recognition.” Don’t panic: 
you won’t need to read them. Just 
contact Rehmann today.

2,220,000

Rather than preparing for and implementing the new 
revenue recognition standard¹: 

40%

36%

30%

of finance professionals would 
rather stand in line at the DMV.

of finance professionals would 
rather sit in two hours of traffic.

of finance professionals would rather 
burn the roofs of their mouths with pizza.

By now, you’ve likely heard about the new accounting standard related to 
the recognition of revenue, or ASC 606. We’ve compiled some figures that 
will help you put the change into context, deliver business wisdom and 
provide you with a way forward … because time is running out. 

Revenue recognition 
BY THE NUMB3RS

about the new standard were fielded by a transition resource group 
created by the Financial Accounting Standards Board (FASB) and 
International Accounting Standards Board (IASB) to help professionals 
understand the changes².

have been created by the American Institute of Certified Public 
Accountants (AICPA) to provide guidance on the new standard. They 
include construction, healthcare, not-for-profit and software task forces.

80

16

Questions

Industry task forces3 

1“New Survey Reveals Companies Remain Unprepared for Upcoming Changes to Accounting Standards.” https://us.intacct.com, November 15, 2016; 2Bloomberg’s “2017 Outlook – Tax 
and Accounting” guide; 3www.aicpa.org, “Revenue from Contracts with Customers” page; 4http://blog-sap.com/analytics/files/2015/03/revenue-accounting-standard.jpg
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Designing Your Life: How to Build a 
Well-Lived, Joyful Life  
William Burnett and Dave Evans

Burnett and Evans are professors in the design school at 
Stanford University. They teach a popular class on campus 
and this book is the compilation and result of their efforts. 
Through a series of guided exercises and experimentation, 
this book helps you determine what you want and how to 
get it. Written for all readers regardless of age, “Designing 
Your Life” can help set you on the course to greater success. 

The Laws of Lifetime Growth: Always 
Make Your Future Bigger Than Your Past 
Dan Sullivan

Sullivan explores 10 principles that will enable you to 
remain at the top of your game. This quick read is packed 
with simple concepts that challenge you to keep learning, 
experimenting and ultimately growing. Sullivan is a coach 
to successful entrepreneurs and is a prolific author. After 
you devour this read, be sure to check out the author’s 
other books as they contain many more robust ideas that 
can further enhance your professional development.

Influence: The Psychology of Persuasion  
Robert Cialdini

“Influence” was published in 1984, and yet has stood the 
test of time. In this classic, Cialdini identifies six concepts 
leveraged in effective persuasion that can assist you in 
creating and communicating stronger, more successful 
messaging. If you are interested in increasing your sales, 
opportunities and business, I'd start here.

Pre-Suasion: A Revolutionary Way to 
Influence and Persuade  
Robert Cialdini

“Pre-Suasion” is the recently published sister book to 
“Influence.” This book takes your persuasion skills to the 
next level of influence by mapping out strategies that can 
be implemented prior to an interaction. These powerful 
methods — backed by scientific analysis — can prime 
the communication pump and significantly impact the 
outcome of your communications. 

In our dynamic world, the pace of change is constantly 
gaining momentum. With that in mind, I have selected 
one book to assist you in evaluating and setting your 
course, one to keep you on the path of continual growth 
and two to help you fine-tune your persuasion skills. 
My advice is to read, contemplate and take action. As 
always, good reading!

Carpp’s  
Book Corner

Jim Carpp,  
CISA, CIRM, CRISC
Director of  
Rehmann Consulting 
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Sullivan explores 10 principles that, when deployed, will 
enable you to remain at the top of your game. This quick 
read is packed with simple concepts that challenge you 
to keep learning, experimenting and ultimately growing. 
Sullivan is a coach to successful entrepreneurs and is a 
prolific author. After you devour this read, be sure to check 
out the author’s other books as they contain many more 
robust ideas that can further enhance your professional 
development.

Influence: The Psychology of Persuasion  
Robert Cialdini

“Influence” was published all the way back in 1984, and yet 
has stood the test of time. In this classic, Cialdini identifies 
six concepts leveraged in effective persuasion that can 
assist you in creating and communicating stronger, more 
successful messaging. If you are interested in increasing 
your sales, opportunities and business, I'd start here.

Pre-Suasion: A Revolutionary Way to 
Influence and Persuade  
Robert Cialdini

“Pre-Suasion” is the recently published sister book to 
“Influence.” This book takes your persuasion skills to the 
next level of influence by mapping out strategies that can 
be implemented prior to an interaction. These powerful 
methods — backed by scientific analysis — can prime 
the communication pump and significantly impact the 
outcome of your communications. 

In our dynamic world, the pace of change is constantly 
gaining momentum. With that in mind, I have selected 
one book to assist you in evaluating and setting your 
course, one to keep you on the path of continual growth 
and two to help you fine-tune your persuasion skills. 
My advice is to read, contemplate and take action. As 
always, good reading!

Carpp’s  
Book Corner

Jim Carpp,  
CISA, CIRM, CRISC
Director of  
Rehmann Consulting 

rehmann.com   |   866.799.9580
rehmann.com/bwd-cyber

Cyber threats  
are constant
… and so are our attempts  
to thwart them.
In 60 percent of cases, attackers are able to compromise an 
organization within minutes. Rely on Rehmann’s cyber security 
consultants to help fend off digital assaults that disrupt your 
business and hurt your bottom line.

Visit rehmann.com/bwd-cyber to watch our exclusive video series 
on ways to bolster your cyber defense. 

SOURCE: Verizon 2015 Data Breach Investigations Report
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rehmann.com

Rehmann has been 
named a Best of 
Accounting™ winner.
Fewer than one percent of all accounting firms in the United States 
and Canada earned the Best of Accounting Award for providing 
remarkable service quality to their clients. We are proud to be 
among them and humbled by our clients’ kind feedback. 

Best of Accounting™ recognizes accounting firms that have proven high 
service quality marks based completely on the ratings given to them by 
their clients. The award program provides statistically valid and objective 
service quality benchmarks for the accounting industry, revealing which 
firms deliver the highest quality of service to their clients.
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