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IRS Circular 230 Notice

To ensure compliance with requirements imposed by the Internal Revenue Service, we inform you that any 
U.S. tax advice contained in this presentation is not intended or written to be used, and cannot be used, for the 
purpose of (i) avoiding penalties under the Internal Revenue Code or (ii) promoting, marketing or recommend-
ing to another party any transaction or matter addressed in this presentation (or in any attachment).

This presentation is intended only for the participant. It may contain information which is confidential. If 
you are not a registered participant, you are hereby notified that any disclosure, copying, distribution, use or any 
action or reliance on this presentation is strictly prohibited.
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Headquartered in Pittsburgh, grossman yanak & ford llP is a regional certified pub-

lic accounting and consulting firm that provides assurance and advisory; tax planning 

and compliance; business valuation; and technology services. Led by five partners, the 

23-year-old firm employs approximately 55 personnel who serve corporate and not-for-profit enti-

ties in western Pennsylvania, Ohio, West Virginia and New york.

Our firm was founded on the idea that the key to successful, proactive business assistance is a 

commitment to a high level of service. The partners at grossman yanak & ford llP believe that 

quality service is driven by considerable involvement of seasoned professionals on a continuing 

basis. Today’s complex and dynamic business environment requires that each client receives the 

services of a skilled professional with a broad range of experience and knowledge that can be 

called upon to provide efficient, effective assistance. 

grossman yanak & ford llP combines a diversity of technical skills with extensive “hands-on” 

experience to address varied and complex issues for clients on a daily basis. We pride ourselves 

on bringing value-added resolution to these issues in a progressive and innovative manner. Our 

ability to produce contemporary, creative solutions is rooted in a very basic and ageless busi-

ness premise – quality service drives quality results. Our focus on the business basics of quality 

technical service, responsiveness and reasonable pricing has enabled the firm to develop a stable 

practice of corporate clients, as well as sophisticated individuals and nonprofit enterprises.

Our professionals understand the importance of quality and commitment. Currently, the majority 

of the professional staff in our Assurance and Advisory Services and Tax Services groups hold the 

Certified Public Accountant designation or have passed the examination and need to complete 

the time requirements for certification. Each of our peer reviews has resulted in the highest-level 

report possible without any formal comments or matters for consideration, attesting to the very 

high quality of our firm’s quality control function. The collective effort of our professionals has 

resulted in our firm earning a fine reputation in the business community. 

grossman yanak & ford llP…Quality you Deserve!
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Donald S. Johnston, CPa, mST

Partner, Tax Services

Direct: 412-338-9309  p  Email: johnston@gyf.com

Don has spent the majority of his 23-year career serving the tax and consulting needs 

of privately-held organizations and their owners. He has significant experience han-

dling tax planning and compliance-related issues for all types of entities, including 

corporations, LLCs and partnerships, and a wide base of clientele, ranging from small start-up 

organizations in the early stages of development to large, billion-dollar entities in need of tech-

nical expertise. Don’s broad range of experience encompasses numerous industries, including 

manufacturing, nuclear energy and mining. 

Don also has extensive experience working with distribution entities and has devised tax-savings 

strategies for income, franchise and other business-related taxes for numerous middle market 

clients. His skills have been utilized for special projects in various areas of expertise, including: 

acquisition planning and due diligence, Section 338(h)(10) acquisition work; stock vs. asset sale 

analyses for acquisition and/or disposition scenarios; development of strategies to reduce state 

tax obligations of multi-state entities; complex valuation-related issues; and other tax concerns 

for individual clients. His background allows him to assist individuals and businesses to determine 

advantageous strategies for mergers, acquisitions and divestitures.

After graduating from Slippery Rock University with a B.S./B.A. in accounting and finance in 

1989, Don spent four years with a large international accounting firm in Pittsburgh before join-

ing grossman yanak & ford LLP in 1993. He earned his Masters of Science degree in Taxation 

from Robert Morris University in 1998. 

Don, a Certified Public Accountant, is a member of the American and Pennsylvania Institutes 

of Certified Public Accountants. He is also a member of the Allegheny Tax Society.

A graduate of the Leadership Pittsburgh program, Don is an active participant in community af-

fairs. He is a passionate advocate for organ and tissue donation and supports the work of the 

Center for Organ Recovery & Education (CORE), a not-for-profit organ procurement organization. 

Don formerly served as Treasurer of EveryChild, Inc., a Pittsburgh based not-for-profit organiza-

tion that serves the foster care and adoption needs of medically fragile children. 

Don resides in Wexford with his wife, Diana, and their children, Sarah, Scotty and Alaina.
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Mark D. Wolstoncroft, CPa

Senior Manager, Assurance & Advisory and Technology Services

Direct: 412-338-9315  p  Email: wolstoncroft@gyf.com

Mark has provided audit, accounting and consulting services to businesses in a va-

riety of industries, including manufacturers, service organizations, construction 

contractors and not-for-profit entities over his 13-year career in public accounting. 

He provides audit services with a focus on efficiency and with an eye towards additional client 

service opportunities.

Mark’s expertise also includes special project services such as litigation support, buy-side 

due diligence, forensic investigations, accounting record reconstruction and general business 

consulting. He has performed special project services for existing clients, private equity firms, 

attorneys, and other individuals or organizations that desired an independent third party. 

further, Mark has worked extensively with reporting requirements and other matters related spe-

cifically to benefit plans. Mark is committed to providing thoughtful, efficient and value-added 

special project services and seeks out opportunities to leverage his experience in these areas.

A graduate of grove City College, Mark earned his B.S. degree in accounting in 2000. Mark is a 

CPA in Pennsylvania and a member of the American Institute of Certified Public Accountants. 

Outside of the office, Mark and his wife, Judi, are committed to serving and supporting a num-

ber of nonprofit organizations, including Campus Life, the greater Pittsburgh Area food Bank 

and their local church. Mark currently serves as Treasurer at Bethany Presbyterian Church and 

on the Audit Committee for the food Bank. Mark also enjoys organizing an evening golf league 

focused on professional networking.

Mark and Judi reside in South fayette Township with their children, Ami Layne, Dean and J.J..
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GENERAL AGENDA FOR TODAY’S DISCUSSION

• Accounting Frameworks – Recent Developments

• Why Do Taxes Matter?

• How Can GYF Help You?

ACCOUNTING FRAMEWORKS – RECENT DEVELOPMENTS

• Available Accounting Frameworks
– U.S. GAAP

– IFRS

– IFRS for SMEs

– AICPA Reporting Framework for SMEs (FRF-SME)

– Special-Purpose Frameworks 
• Cash basis, Tax basis, Contractual basis, etc.
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ACCOUNTING FRAMEWORKS – RECENT DEVELOPMENTS

• FRF-SME
– Issued by the AICPA in June 2013

– Seeks to provide a simple, historical cost framework

– Significantly less complex than GAAP

– Principles-based

– No official technical oversight (not authoritative)

– CPAs can provide audit, review or compilation reports

ACCOUNTING FRAMEWORKS – RECENT DEVELOPMENTS

• Use of FRF-SMEs
– Small- to medium-sized entities

– Characteristics of entities that may want to consider
• Closely-held and owner-managed, for profit

• No regulatory requirement for GAAP

• No intentions of going public

• No complex transactions

• Bankers not basing lending decision solely on f/s
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ACCOUNTING FRAMEWORKS – RECENT DEVELOPMENTS

• Note to Bankers:

ACCOUNTING FRAMEWORKS – RECENT DEVELOPMENTS

• Advantages identified by the AICPA

– Freedom from fair value concepts

– More consistency with tax returns

– Can elect between current taxes payable and 
deferred tax method

– Targeted disclosures

– Amortization of goodwill consistent with tax
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ACCOUNTING FRAMEWORKS – RECENT DEVELOPMENTS

• Advantages identified by the AICPA (continued)
– No impairment testing

– No going concern assessment

– No special accounting for:
• Other comprehensive income

• Variable interest entities

• Complex accounting for stock comp or derivatives

• Hedge accounting

ACCOUNTING FRAMEWORKS – RECENT DEVELOPMENTS

How widely will FRF-SMEs be used?
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ACCOUNTING FRAMEWORKS – RECENT DEVELOPMENTS

• PCC and Changes to US GAAP
– Private Company Council (PCC)

• Sister entity to FASB and GASB

• Established May 2012

• Developing alternatives to current GAAP for private 
company financial statements

ACCOUNTING FRAMEWORKS – RECENT DEVELOPMENTS

• Recent PCC Actions

– PCC-13-01B – Accounting for Goodwill

– PCC-13-03A – Accounting for Certain Receive-
Variable, Pay-Fixed Interest Rate Swaps –
Simplified Hedge Accounting Approach

– PCC-13-03B – Accounting for Certain Receive-
Variable, Pay-Fixed Interest Rate Swaps –
Combined Instruments Approach
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ACCOUNTING FRAMEWORKS – RECENT DEVELOPMENTS

• PCC Proposals in Progress

– PCC-13-01A – Accounting for Identifiable Intangible 
Assets in a Business Combination
• Only recognize contractual rights with noncancellable 

terms

• Simplified valuation

– PCC-13-02 – Applying Variable Interest Entity 
Guidance to Common Control Leasing Arrangements
• VIE opt out related to lease arrangements 

WHY DO TAXES MATTER?

• Understanding Your Clients’ Financial Matters

Understanding your clients’ financial statements

Business structure and types of entities

Taxes – the high cost of doing business

Tax expense – correlation between the business 
and the owner
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WHY DO TAXES MATTER?

• Understanding Your Clients’ Financial 
Statements

Level of service

Nonstandard opinions – not always a problem

Footnotes

Accounting for income taxes

WHY DO TAXES MATTER?

• Legal Structure of Business Entities

C Corporations
• The only entity that pays tax on its own income

• Double taxation is the problem

– Pass-through entities
• S corporations, Limited Liabilities Companies (LLCs) 

and Partnerships (General and Limited Partnerships)

– Sole proprietorships
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TAX RATE COMPARISON

• C Corporations and Individuals

Individual C Corp
Federal tax rate 39.60% 34.00%
PA tax rate 3.08% 9.99%
Local tax rate 1.00% 0.00%

43.68% 44.99%

*Rates are prior to applicable deductions 

EXAMPLE: EIGHT SPRINGS, INC.

• SBA loan outstanding is $500,000

Gross sales  

Cost of Goods Sold - salaries   

Cost of Goods Sold    

Interest Expense   

Income before owner’s comp.  

Owner’s Compensation 

Income before taxes   

Income tax expense   

Net Income 

C Corp

$ 1,000,000

(480,000)

(300,000)

(20,000)

$ 200,000 

(100,000)

$ 100,000

(40,000)

$ 60,000 

LLC or S Corp

$ 1,000,000

(480,000)

(300,000)

(20,000)

$ 200,000 

(100,000)

$ 100,000

–

$ 100,000 
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TAX EXPENSE – BUSINESS & OWNER CORRELATION

Gross sales  
Cost of Goods Sold - salaries   
Cost of Goods Sold    
Interest Expense   
Income before owner’s comp.  
Owner’s Compensation 
Income before taxes   
Income tax expense   
Net Income 

C Corp
$ 1,000,000

(480,000)
(300,000)

(20,000)
$ 200,000 

(100,000)
$ 100,000

(40,000)
$ 60,000

Tax distributions to owner for taxes (40,000)
Net cash available $ 60,000

S Corp
$ 1,000,000

(480,000)
(300,000)

(20,000)
$ 200,000 

(100,000)
$ 100,000

–
$ 100,000

TAX EXPENSE – BUSINESS & OWNER CORRELATION

• What is the definition of net pass-through income?

2009 $(200,000) $ (80,000)

2010 (100,000) (40,000)

Cumulative $(100,000) $ (40,000)

Taxable 
(loss)/income

Tax distribution 
at 40%

2011 200,000 80,000 
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HIGH COST OF DOING BUSINESS

• From our last example (S Corp)

Owner’s compensation
Owner’s pass-through income
Total taxable income

Employee payroll tax on compensation at 7.65% 
Federal income tax on individual at 35% 
State income tax on individual at 3.08% 
Local income tax on individual at 1% 
Total tax liability 

Employer payroll tax on owners compensation 
Total taxes paid

Owner’s Tax
$ 100,000

100,000
$ 200,000

$ 7,650
70,000

6,160
1,000

$ 84,810

7,650
$ 92,460

42%

46%

This tax does not consider sales tax, real estate tax or franchise taxes

DEFERRED TAX LIABILITIES

• Sometimes disclosed, sometimes not

YEAR 1 GAAP

Income before depreciation $1,400,000

Depreciation expense (400,000)

Book net income $1,000,000 

Net cash available $1,400,000

TAX

$1,400,000

(1,400,000)

–

$ 1,400,000

What is the deferred tax liability? $ 1,000,000

Tax rate 40%

Deferred tax liability $ 400,000



Grossman Yanak & Ford LLP                                3/13/2014

11

DEFERRED TAX LIABILITIES

• Sometimes disclosed, sometimes not

YEAR 2 GAAP

Income before depreciation $1,000,000
Depreciation expense (1,000,000)
Book net income –

Net cash available $1,000,000

TAX

$1,000,000
–

$1,000,000

$ 600,000

The cash shortfall will flush out in a later tax year $ 400,000

You and your client need to be aware of this future tax obligation,
as it will be a hit to the client’s cash flow

THE TAX MAN – WHEN TO BE CONCERNED?

• Federal income tax – filing and paying

• State income tax – filing and paying

• State sales tax – should your client be 
concerned?

• Payroll tax issues – don’t be careless in this area!
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WHAT YOU NEED TO PAY ATTENTION TO:
• Restrictions within your own document

• Read and understand the financial statements that 
are prepared by outside parties 

• Communicate with your client’s outside advisors  

• Be aware of distributions made (tax and non-tax)

WHAT YOU NEED TO PAY ATTENTION TO:
• Ensure that your owner understands the tax 

consequences of his business

• Review the deferred tax disclosures where relevant 
and ask about them if client is a pass-through entity 

• Be sure clients use reputable advisors who 
understand their business and can help with 
technical issues and planning (this includes payroll 
tax advisors)
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2013 INDIVIDUAL TAXES AND BEYOND

• Individual income rates at highest level since 
1980

• New tax laws not only affect individuals, but also 
businesses, especially pass-through entities

• Effects of the provisions of the American 
Taxpayer Relief Act (2012) and the Health Care 
Act (2010)

2012 AMERICAN TAXPAYER RELIEF ACT (ATRA)

• The Good – many tax provisions are PERMANENT!
Eliminated tax increase for 98% of Americans

• The Bad – a few, but they are significant
Pass-throughs? Obamacare taxes? Non-fixes? 
Individual phaseout exemptions?

• The Ugly – nothing done to address growing deficit
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INDIVIDUAL PROVISIONS OF THE ATRA

• Tax planning (at entity and individual levels) 
is important

Higher taxes will result in increased distributions 
and reduced cash flow

Careful consideration of potential timing 
differences
Tax rate differences between multiple years can 
have significant effect on tax owed

IMPORTANT TAX THRESHOLDS

Single Head of 
Household

Married 
Filing Jointly

Medicare Tax on Wages $  200,000 $  200,000 $  250,000

Medicare Surtax $  200,000 $  200,000 $  250,000

Personal Exemption Phaseout $  250,000 $  275,000 $  300,000

Itemized Deduction Phaseout $  250,000 $  275,000 $  300,000

Capital Gains $  400,000 $  425,000 $  450,000

Ordinary Dividends $  400,000 $  425,000 $  450,000

Ordinary Tax Rates $  400,000 $  425,000 $  450,000
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WHY DO TAXES MATTER?
10 Tax Matters That You Should Pay Attention To:

Getting your return filed in a timely manner
Ensuring that your return is accurate
Tax planning – especially in years with unusual issues
Payroll tax issues – don’t fail here!
Roth IRA vs. regular IRA
Using your employer’s tax-free benefits
Assess your AMT danger
Consider your sales and use tax liabilities
Keep documentation for your deductions
Identity theft issues and the IRS

GROSSMAN YANAK & FORD LLP

• How Can We Help You?
– Audit/Assurance Services

– Tax Services (businesses and individuals)

– Technology Services

– Business Valuation Services 

– Transaction-related Issues  – Mergers & Acquisitions
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