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1LeaseQuery

LEASEQUERY OVERVIEW DECK

WHO WE ARE

LeaseQuery 2

LeaseQuery helps companies 
comply with ASC 840, ASC 842, IAS 
17, and IFRS 16 through its CPA-
approved lease accounting 
software. 

In-house accountants in 
sales, development, and 
support

Purpose-built for 
lease accounting

Number of 
Customers

5-Star Capterra Rating

700+ 
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WHO WE WORK WITH 

LeaseQuery 3

Industries We ServeSmall Businesses to 
Fortune 500s

LEASEQUERY CAPABILITIES

LeaseQuery 4

Accounting Intelligence

• Calculates the ROU Asset & Lease Liability
• Lease And Non-Lease Components Assessment
• Contingent Rent
• Practical Expedient Application
• Borrowing Rate Charts
• Custom Calendar
• Useful Life Charts

International Considerations

• All Three Options for IFRS Transition Method
• Multi-Currency
• Translation & Re-Measurement

Reporting

• ASC 840: Required Disclosures
• ASC 842: Required Disclosures
• IFRS 16: Required Disclosures
• Ad-hoc Reporting Capabilities

Operational Tools

• Role Based Access by Subsidiary/Location
• Locking Journal Entries
• Central Repository & Ease Of Document Retrieval
• Alert Notifications for Critical Dates

Data Integrity

• Data Entry Validation
• Lease Change History Documentation
• Duplicate Prevention
• General Ledger Agnostic
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KEY CONTACTS

LeaseQuery 5

Dean Teschner

• 404-906-7833
• dean.teschner@leasequery.com
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Agenda

3

The Reality of the Finance Leader 
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Finance Leader Reality

5

CFO

Board

Executive 
Team

CustomersTechnology

Finance 
Team

CFOs Believe…

6

If you were able  to spend an optimal 
percentage of your time on strategic initiatives or 

activities, what impact would it have on your 
organization’s profitability? 

What percentage of your time is 
currently occupied with strategic 

initiatives or activities?

Source: Argyle Executive Forum
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Finance Leaders Admit…

7
Source: Argyle Executive Forum

64% 
Say their finance 
function is not 
proactive enough in 
using data/analytics 
to identify, prioritize, 
and address critical 
issues in the business.

The biggest challenges in creating a data-
driven finance function

Finance Leaders Know…

8
Source: Argyle Executive Forum

77% 
Say their organization requires a data-driven 
finance function to achieve its strategic and 
profitability improvement goals.

81% 
Say that over the next two years, the pressure on their 
finance function to become more data-driven will 
increase substantially.
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Finance Leaders Can Be…

9
Source: Argyle Executive Forum

“Performing analytics against big data 
sets needs state-of-the-art database 
and analytics technology that runs 
close to the data in the cloud.” – Ian 
Howells, Head of Marketing, Sage 
Intacct

The report creation feature that are 
most important

Finance Leader Evolution
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Finance Leadership 1.0
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Finance Leadership 2.0
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Finance Leadership 3.0
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Evolving with Your Data 

14



Postlethwaite & Netterville, APAC June 14,2019

8

Embracing Data Excellence

15

1700 BC 1550 1790

2010

2019

Finance Leadership 1.0
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Chart of Accounts of the Past

17

Acct – Loc – Dept – Project Account Title

4000 – 001 – 100 – 001 Revenue – Baton Rouge – Corporate – Project 001

4000 – 001 – 200 – 001 Revenue – New Orleans – Engineering – Project 001

4000 – 002 – 100 – 001 Revenue – Houston – Development – Project 001

4000 – 002 – 100 – 002 Revenue – Baton Rouge – Corporate – Project 002

Reporting of the Past

18
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Reporting of the Past

19

Dimensional Accounting

20

Natural Account

4000 Revenue

Location Department Project Customer Employee

001 Baton Rouge 100 Corporate 001 C1000 E1100

002 New Orleans 200 Engineering 002 C2000 E1200

003 Houston 300 Development 003 C3000 E1300

400 Marketing 004 C4000 E1400

500 Sales 005 C5000  E1500
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Capturing Dimensional Data

21

Finance Leadership 2.0
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Bringing Relevance to Data

23

Non-
Financial 

Data 

• Income Statement
• Balance Sheet
• Financial Ratios

AND…

• Business specific 
metrics

Financial 
data

Business Specific Metrics

24

Metrics aligned
w/strategy

Operational
measures

Business Specific Metrics

Value Drivers

Business Objectives

Strategy

S
tr

at
eg

y 
M

ap
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Real Time Analysis Tools

25

One 
Source of 
the Truth

Dashboards

Ad hoc Reporting/PivotsFinancial Reports

Standard Reports

Finance Leader Dashboard

26
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Overall Net Income

27

By Location

28
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By Department

29

Multi-Dimensional Analysis

30
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Finance Leader Dashboard

31

Revenue by Customer

32
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Revenue by Service

33

Business Metric Considerations

34

Financial

Internal Processes

Learning & Growth

Customer

To succeed financially, 
how should we appear to 
our stakeholders? What 
is critical for our 
shareholders?

To achieve our vision, 
how should we appear to 
our customers? How do 
customers perceive us? 

To achieve our vision, 
how will we sustain our 
ability to change and 
improve?

To satisfy our shareholders 
and customers, what 
business processes must 
we excel at? 

Past

Current

Future

Financial

Non-financial

External

Internal
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Finance Leadership 3.0

Data Never Sleeps

36
Source: DOMO
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It’s a New World

37

Envisioning the Future

38
Source: Gartner Analytics Maturity Model
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Does It Scale?
Excel is the single most popular data analytics 
tool in the world.

Is it the right tool for the job?

Pros:
• Inexpensive/Available
• Easy to use for ad hoc research, filtering, 

quick calculations, and sorting
• Savvy users can use formulas to perform 

complex calculations

Cons:
• Easy to make a costly error
• Becomes overly complicated and unwieldly as 

business data increases in size and complexity
• Security concerns and version control issues

Graduating from Excel
Data needs can quickly outgrow Excel.  Where do we go from here?

Acct
HRSales

ETL Process

Data Marts
Data Warehouse
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The Agile Method

41

Assessment

Data Modeling

Structure 
Creation

Data Import

Integrate 
Additional 

Business Logic

Create Tabular 
Files

Dashboard 
Creation

Enterprise Data 
Warehouse

Enterprise Data 
Warehouse

Data 
Mart
Data 
Mart

Data 
Mart
Data 
Mart

Data 
Mart
Data 
Mart

Process Start

Dashboards/Reports

Are You Ready to be Data Driven?

42

Past

Financial

Non-financial
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A Professional Accounting Corporation
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U.S. Commercial Service: 
Supporting U.S. companies 
with international goals

U.S. Department of Commerce | International Trade Administration | U.S. Commercial Service 

WHY EXPORTS MATTERWHY EXPORTS MATTER
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More than 70% of the world’s purchasing power is outside of the U.S.

U.S. Department of Commerce | International Trade Administration | U.S. Commercial Service 

13% of U.S. GDP is generated by exports 
Exports of goods & services (% of GDP) Source: Worldbank, 2015

U.S. Department of Commerce | International Trade Administration | U.S. Commercial Service 
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We have ROOM for growth.We have ROOM for growth.

U.S. Department of Commerce | International Trade Administration | U.S. Commercial Service 

HOW?

U.S. Department of Commerce | International Trade Administration | U.S. Commercial Service 
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Source: U.S. Department of Commerce’s International Trade Administration, Bureau of the Census, and the Bureau of Economic Analysis

11.5M JOBS

SUPPORTED BY EXPORTSSUPPORTED BY EXPORTS
U.S. Department of Commerce | International Trade Administration | U.S. Commercial Service 

Source: U.S. Department of Commerce’s International Trade Administration

AVERAGE 12-MONTH REVENUE INCREASEAVERAGE 12-MONTH REVENUE INCREASE

$622,575

U.S. Department of Commerce | International Trade Administration | U.S. Commercial Service 
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8.5% ARE LESS 
LIKELY TO GO OUT 

OF BUSINESS.

8.5% ARE LESS 
LIKELY TO GO OUT 

OF BUSINESS.
Source: U.S. Department of Commerce’s International Trade Administration

U.S. Department of Commerce | International Trade Administration | U.S. Commercial Service 

COMPANIES WHO 
EXPORT GROW 

FASTER. 

COMPANIES WHO 
EXPORT GROW 

FASTER. 

Investing in exports means more local jobs.Investing in exports means more local jobs.

37323732128,623128,623 84%84%
JOBS COMPANIES SMEs

Louisiana ImpactLouisiana Impact

U.S. Department of Commerce | International Trade Administration | U.S. Commercial Service 
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Total goods exports in 2017.Total goods exports in 2017.

$56.5 Billion$56.5 Billion

Louisiana ImpactLouisiana Impact

U.S. Department of Commerce | International Trade Administration | U.S. Commercial Service 

Exporting can be profitable for businesses of 
all sizes.

U.S. Department of Commerce | International Trade Administration | U.S. Commercial Service 
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We help our U.S. companies compete abroad.

U.S. COMMERCIAL SERVICE OVERVIEWU.S. COMMERCIAL SERVICE OVERVIEW

U.S. Department of Commerce | International Trade Administration | U.S. Commercial Service 
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Grow U.S. exports to increase U.S. jobs.Grow U.S. exports to increase U.S. jobs.

Our MissionOur Mission

U.S. Department of Commerce | International Trade Administration | U.S. Commercial Service 

We are where you are and where you want to be.We are where you are and where you want to be.

U.S. Department of Commerce | International Trade Administration | U.S. Commercial Service 
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Leverage the 
strength of the 
U.S. government

Market access problems

Unfair contract competition

Getting paid

Meetings with the right partners

U.S. Department of Commerce | International Trade Administration | U.S. Commercial Service 

Consulting on:
• Business Development strategy
• Export Compliance
• Market Selection
• International Logistics
• Methods of Payment 
• Web Site Globalization 

U.S. Department of Commerce | International Trade Administration | U.S. Commercial Service 
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U.S. Department of Commerce | International Trade Administration | U.S. Commercial Service 

Supporting your 
export growth every 

step of the way.

Customized market and industry briefings

Post-meeting and follow-up strategies

Help with travel & interpreter service

Appointments with prospective partners

Service highlight: In-country business matchmaking to 

connect you with the right partners.

Service highlight: In-country business matchmaking to 

connect you with the right partners.

U.S. Department of Commerce | International Trade Administration | U.S. Commercial Service 
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Upcoming EventsUpcoming Events
June
5-6 US-Caribbean Business Conference (Miami, FL)
10-12 SelectUSA Summit (Washington, DC)
5 LDEC Meeting (Conference Call)

August
18-23 Central America Trade Mission 

September
30-2 Discover Global Markets – Energy/Africa & the Middle East – Houston, TX

October
9-11 LAGCOE (New Orleans)
24 Louisiana District Export Council meeting (Covington, LA)

November 
12-14 PowerGen Europe + European Utility Week (Paris)
11-14 ADIPEC (Abu Dhabi)

• Meet one-on-one with U.S. Primes, Foreign Buyers, and US Commercial Diplomats
• Countries represented: 
Algeria, Angola, Cote d'Ivoire, Egypt, Ethiopia, Ghana, Israel, Jordan, Kenya, 
Kuwait, Lebanon, Morocco, Mozambique, Nigeria, Qatar, Saudi Arabia, Senegal, 
South Africa, Tanzania, Tunisia, United Arab Emirates, and the West Bank

Registration open now:  $495 until August; $645 full price
STEP Grants available for Louisiana companies
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For Louisiana companies: 
• Grants cover 50-75% of Commercial Service fee services, trade missions, 

trade shows, and Discover Global Markets
• Up to $6060 per company

U.S. Export ControlsU.S. Export Controls

All U.S. companies must comply with 
Export Administration Regulations 
(EAR).

• What are you sending?
• Where is it going?
• Who will receive it?
• How will they use it?

http://www.bis.doc.gov/index.php/exporter-portal
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US-Mexico-Canada Agreement (USMCA)US-Mexico-Canada Agreement (USMCA)

Key Objective:  Modernize NAFTA

• Agriculture
• Automotives

• Rules of Origin 
• Digital Trade
• Environmental and 

Labor

Our efforts supported over 250,000 U.S. jobs in 2016.Our efforts supported over 250,000 U.S. jobs in 2016.

Results for U.S. small businessesResults for U.S. small businesses

U.S. Department of Commerce | International Trade Administration | U.S. Commercial Service 

After just 12 months, our clients see…After just 12 months, our clients see…

9% increase in new revenue
5% increase in new employment

3 jobs safeguarded

9% increase in new revenue
5% increase in new employment

3 jobs safeguarded
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Results for local communitiesResults for local communities

For every $1 allocated to 
every U.S. Commercial 

Service, about $192 returns 
to  the U.S. Economy

For every $1 allocated to 
every U.S. Commercial 

Service, about $192 returns 
to  the U.S. Economy

U.S. Department of Commerce | International Trade Administration | U.S. Commercial Service 
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SEC Update

Recent Final and 
Proposed Rules

Dionne M. Rousseau
Partner

Victoria J. Bagot
Associate

JUNE 14, 2019

© 2019 Jones Walker LLP

Agenda

• SEC Final Rules
• Inline XBRL
• Management’s Discussion & Analysis
• Exhibits
• Disclosure of Hedging Policies
• Other

• PCAOB Critical Audit Matters

• SEC Proposed Rules
• Modifying Large Accelerated Filer and Accelerated Filer Definitions
• Expansion of “Testing-the-Waters” Communications
• Financial Requirements for Acquisitions and Dispositions
• Financial Disclosure for Registered Debt Offerings

• What’s Next?
Note:  This presentation covers U.S. GAAP domestic issuer operating companies.
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© 2019 Jones Walker LLP

SEC Update – General Observations

• The SEC has been focused on amendments designed to modernize and simplify 
disclosure requirements for public companies. 

• Many of the amendments discussed in this presentation are part of the SEC’s 
ongoing examination of its disclosure requirements and follow an earlier round of 
disclosure simplification amendments adopted in August 2018 and effective in 
November 2018, which registrants have substantially implemented already.

• In addition, changes in laws and SEC rules have made it easier for companies to 
go public (e.g., “emerging growth company” status) and for smaller cap 
companies to stay public (e.g., amendment to definition of “smaller reporting 
company”; proposed amendments to large accelerated filer and accelerated filer 
definitions).

• While many of the changes are technical and procedural in nature, companies 
should pay careful attention to their upcoming filings to ensure compliance with 
these recent changes and take advantage of the modified requirements, as 
applicable.

© 2019 Jones Walker LLP

Final Rule – Inline XBRL

• In June 2018, the SEC adopted amendments requiring the use of Inline XBRL for 
financial statement information, with a 3-year phase in period beginning this year.

• The amendments do not change the categories of filers or scope of disclosures subject to XBRL 
requirements.

• In March 2019, the SEC adopted amendments requiring tagging of additional 
(now all) information on the cover pages of certain forms, including Form 10-K, 
Form 10-Q and Form 8-K, effective at the same time as the company is required 
to implement Inline XBRL.

• When must U.S. domestic registrants begin filing using Inline XBRL?
• The first Form 10-Q for the fiscal period ended on or after: 

• June 15, 2019 for large accelerated filers

• June 15, 2020 for accelerated filers

• June 15, 2021 for all other filers

• Accordingly, large accelerated filers with a calendar year fiscal year must 
begin using Inline XBRL starting with the upcoming Form 10-Q for the 
quarter ending June 30, 2019.
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© 2019 Jones Walker LLP

Final Rule – Inline XBRL

• What is Inline XBRL?
• Generally, Inline eXtensible Business Reporting Language (XBRL) is a format that 

allows filers to embed XBRL data directly into an HTML document, so that the 
document is both human-readable and machine-readable.

• Currently, companies are required to submit XBRL data within a separate XBRL exhibit. 

• See Interactive Data File provisions of Regulation S-K Item 601(b)(101); Rule 405 
of Regulation S-T; EDGAR Filer Manual for details.

• Effective September 2018, the amendments also eliminated the requirement to 
post “Interactive Data Files” on websites. Corresponding changes to the cover 
pages of Forms 10-K and 10-Q are indicated below:

© 2019 Jones Walker LLP

Final Rule – Management’s Discussion & 
Analysis

• Effective May 2, 2019, the SEC adopted amendments to Item 303(a) of Regulation 
S-K (Management’s Discussion and Analysis or MD&A), applicable to annual 
reports.

• Omission of Earliest of 3-Year Period Discussion
• The new rules allow a registrant to eliminate discussion of the earliest of the 

three-year period presented in their financial statements if such discussion is 
already included in any other of the registrant's prior filings, as long as the 
registrant identifies the location of the discussion in the prior filing.

• Tailored Presentations 
• The new rules also emphasize that registrants may use any presentation that, 

in their judgment, would enhance a reader's understanding. 
• A year-to-year comparison is not required, although the SEC expects many registrants will 

continue to use this format. 
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© 2019 Jones Walker LLP

Final Rule – Management’s Discussion & 
Analysis

• The purpose of MD&A and other substantive rules governing 
MD&A have not changed:

• A registrant must provide all material information “necessary to an 
understanding of its financial condition, changes in financial condition and 
results of operations.”

• “Known trends and uncertainties” disclosure is still required.

• Companies should consider revising their MD&A disclosure to 
improve readability, eliminate repetitive and immaterial disclosure 
and should consider taking advantage of the new rule to omit 
discussion of the earliest year of the 3-year period.

• As of June 4, 2019, only 2 of 20 registrants filing Form 10-Ks 
chose to forego discussion of the earliest year, although it is likely 
too early to tell how the new flexibility will be incorporated by 
registrants over time.

© 2019 Jones Walker LLP

Final Rule - Exhibits

• The SEC has recently adopted a variety of amendments to Item 601 of Regulation 
S-K (Exhibits), which are all currently effective:

• Description of Securities Must be Provided as Exhibit to Form 10-K
• Previously, a description of securities in accordance with Item 202 of Regulation S-K 

was required only in registration statements. 
• Companies are now required to file descriptions of their securities registered under 

Section 12 of the Exchange Act as exhibits to Form 10-K (Item 601(b)(4)). 
• The description may be incorporated by reference to a prior filing, if it remains 

unchanged.
• Many companies will likely need to update their description of securities in 

connection with preparing the new exhibit for their next Form 10-K filing.
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Final Rule - Exhibits

• No Longer Required to Submit Confidential Treatment Requests 
• The amendments revise Item 601(b)(10) of Regulation S-K, material 

agreements, as well as Item 601(b)(2) of Regulation S-K, plans of acquisition, 
to permit companies to redact from these exhibits confidential information that 
is not material and would likely cause competitive harm to the company if 
publicly disclosed, without having to submit an unredacted copy and formal 
confidential treatment request in advance to the SEC Staff, as previously 
required. 

• Instead, companies must mark the exhibit index to indicate that portions of the 
exhibit have been omitted, mark the filed exhibit with brackets to show where 
information has been omitted and add a “prominent statement” on the first 
page of the redacted exhibit to indicate that marked information has been 
omitted from the exhibit because it is both (i) not material and (ii) would likely 
cause competitive harm to the company if publicly disclosed.

• Upon request by the SEC Staff, companies will be required to provide, on a 
supplemental basis, an unredacted paper copy and supporting analyses 
regarding materiality and competitive harm. If the SEC disagrees with the 
analyses, it may require the filing to be amended.

© 2019 Jones Walker LLP

Final Rule - Exhibits

• Material Contract 2-Year Look-Back Limited to Newly 
Reporting Registrants

• Under revised Item 601(b)(10) of Regulation S-K material contracts not made 
in the ordinary course of business must be filed

• For all registrants: if the contract is to be performed in whole or in part at 
or after the filing

• Only for “newly reporting registrants”: or if the contract was entered into 
not more than two years before the filing

• Once Implemented, “Inline” Must be in the Exhibit Title
• Once Inline XBRL is implemented by a company, the exhibit index must 

include the word “Inline” within the title description for any XBRL-related 
exhibit.
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Final Rule – Exhibits

• Omission of Immaterial Schedules and Attachments Permitted for all Exhibits
• Generally, companies were required to file complete copies of exhibits, including all 

schedules and attachments, no matter how immaterial or irrelevant, except that Item 
601(b)(2) of Regulation S-K expressly allowed acquisition and disposition agreements to 
be filed without schedules or attachments if they were not material. 

• New Item 601(a)(5) of Regulation S-K permits the omission of schedules and similar 
attachments to all exhibits, so long as they do not contain material information and the 
information is not otherwise disclosed in the exhibit or the disclosure document. 
Companies are instead required to file with each exhibit a list briefly identifying the 
contents of the omitted schedules or attachments and to furnish them supplementally 
upon request by the SEC. 

• Omission of Personally Identifiable Information Codified
• New Item 601(a)(6) of Regulation S-K implements current SEC Staff practice of allowing 

companies to redact certain personally identifiable information from filed exhibits without 
the need for a confidential treatment request. 

• Personally identifiable information is information the disclosure of which would be “a 
clearly unwarranted invasion of personal privacy (e.g., disclosure of bank account 
numbers, social security numbers, home addresses and similar information).”

© 2019 Jones Walker LLP

Final Rule – Disclosure of Hedging Policies

• In December 2018, the SEC adopted final rules regarding disclosure of hedging 
policies (as required by the Dodd-Frank Act), which will be effective for most 
companies for the first time in proxy statements filed in 2020.

• The amendments require a company to describe in its proxy or information 
statements for the election of directors any practices or policies it has adopted 
regarding the ability of its employees (including officers) or directors to purchase 
financial instruments, or otherwise engage in transactions, that hedge or offset, or 
are designed to hedge or offset, any decrease in the market value of the 
registrant’s equity securities granted as compensation to, or held directly or 
indirectly by, those persons.  (New Item 407(i) of Regulation S-K)

• Phased-in compliance dates:
• Companies that are not emerging growth companies or smaller reporting companies: proxy and 

information statements for the election of directors during fiscal years beginning on or after July 1, 
2019 (e.g. for calendar year-end reporting companies, annual proxy statements filed in 2020)

• Emerging growth companies and smaller reporting companies: proxy and information statements for 
the election of directors during fiscal years beginning on or after July 1, 2020 (e.g. for calendar year-
end reporting companies, annual proxy statements filed in 2021)
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Final Rule – Disclosure of Hedging Policies

• A company may either disclose the practices or policies in full or provide a fair 
and accurate summary. 

• A summary must include the categories of persons covered and any categories of hedging 
transactions that are specifically permitted or specifically disallowed.

• If the company does not have any such practices or policies, the company must 
disclose that fact or state that hedging transactions are generally permitted. 

• The new rules do not require companies to disclose any actual hedging 
transactions by employees (including officers) or directors.

• Although note that many of these transactions will trigger Section 16 reporting obligations, and 
companies have been required to disclose pledges of equity securities (which are often 
components of hedging transactions) by named executive officers and directors.

• Many companies already include disclosure of anti-hedging policies in 
their proxy statements, and these should be revisited to ensure 
compliance with the new rules. Companies may also want to review their 
relevant policies in light of the new disclosure requirements.

© 2019 Jones Walker LLP

Final Rule – Other – Currently Effective

• Financial statement cross references:  In financial statements, 
incorporation by reference to, or cross-referencing to, information outside 
of the financial statements is not permitted (unless specifically permitted or 
required by SEC rules or GAAP).

• Other cover page changes:
• Forms 10-K, 10-Q and 8-K must include disclosure of the title of each class of securities 

registered under Section 12(b) of the Exchange Act, the trading symbol(s) and name of 
each exchange where registered.

• Removed checkbox on Form 10-K cover page re: delinquent Section 16 filings.

• Description of property: Item 102 of Regulation S-K is amended to limit 
the description of property to material information.

• Disclosures specific to mining, oil and gas and real estate industries are outside the scope 
of the amendment.
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Final Rule – Other – Currently Effective

• Section 16(a) Compliance:
• Eliminated the requirement for insider to furnish Section 16 reports to the company on 

paper.

• Company may rely on Section 16 reports filed on EDGAR to assess delinquencies.

• Eliminated the need to include the caption if there are no delinquencies to report.

• New headings:
• “Delinquent Section 16(a) Reports” instead of “Section 16(a) Beneficial Ownership 

Reporting Compliance” (in proxy statements)

• “Information about our Executive Officers” instead of “Executive officers of the registrant” 
when Item 401 of Regulation S-K disclosure about executive officers included in Form 10-
K

© 2019 Jones Walker LLP

Critical Audit Matters (PCAOB)

• In October 2017, the SEC approved PCAOB revised audit standard AS 3101 
governing the form and content of unqualified audit reports for public companies, 
resulting in the following changes:

• Disclosure of auditor tenure (effective already)

• Modifications to the structure of the auditor’s report (effective already)

• Disclosure of “Critical Audit Matters” (CAMs) – phased in effectiveness; emerging growth companies 
exempt

• A CAM is defined as any matter arising from the (current period) audit of the 
financial statements that was communicated or required to be communicated to 
the audit committee and that:

• Relates to accounts or disclosures that are material to the financial statements; and
• Involved especially challenging, subjective, or complex auditor judgment. 

• Phase-in for disclosure of CAMs:
• Large accelerated filers (LAFs) – audit reports for fiscal years ending on or after June 30, 2019 (i.e.

calendar-year LAFs need to include CAMs in upcoming FY 2019 audit report filed in 2020).

• All other public companies (except EGCs) – audit reports for fiscal years ending on or after 
December 15, 2020.
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Critical Audit Matters (PCAOB)

• Calendar-year LAFs should be discussing draft CAM disclosures with their 
auditors and audit committees now.

• Many companies have already participated in dry runs.

• For each CAM communicated in the auditor’s report, the auditor must:
• Identify the CAM

• Describe the principal considerations that led the auditor to determine that the matter is a 
CAM

• Describe how the CAM was addressed in the audit; and

• Refer to the relevant financial statement accounts or disclosures that relate to the CAM.

• PCAOB expects most audits to have at least one CAM.
• If none, the audit report must state that the auditor determined there are no CAMs.

© 2019 Jones Walker LLP

Proposed Rules

• SEC Proposed Rules
• Modifying Large Accelerated Filer and Accelerated Filer Definitions
• Expansion of “Testing-the-Waters” Communications
• Financial Requirements for Acquisitions and Dispositions
• Financial Disclosure for Registered Debt Offerings
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Proposed Rules – Modifying Large Accelerated 
Filer and Accelerated Filer Definitions

• Amendments to accelerated filer (AF) and large accelerated filer (LAF) Definitions
• Proposed: May 9, 2019; Comments due July 29, 2019

• Background – In June 2018 the SEC adopted amendments to the definition of 
smaller reporting company (SRC) to expand the number of companies that qualified 
for the scaled disclosure accommodations. Before the amendments, SRCs were 
generally also non-AFs; after the amendments, it is possible to be both a SRC and 
an AF (or LAF).

• Background – Main benefits of being a non-AF:
• Not required to have an audit of internal control over financial reporting

• Have 90 days to file Form 10-Ks and 45 days to file Form 10-Qs

• The proposed amendments would:
• Exclude from the AF and LAF definitions an issuer that is eligible to be an SRC and had annual 

revenues of less than $100 million (or no revenues) in the most recent fiscal year for which audited 
financial statements are available (and public float less than $700 million or no public float)

• Modify the transition thresholds so that companies would be less likely to move from one category to 
another. 

• Implications – more SRCs would also be non-AFs, with benefits described above.

© 2019 Jones Walker LLP

Proposed Rule – Expansion of “Testing-the-
Waters” Communications

• Proposed new Rule 163B – Solicitations of Interest Prior to a Registered Public 
Offering

• Proposed: February 19, 2019; Comments were due: April 29, 2019

• Summary:
• The SEC is proposing to extend the “testing-the-waters” accommodation to all issuers, not just 

EGCs as is currently the case. 

• Would allow all issuers, or any person authorized to act on an issuer’s behalf, to engage in oral or 
written communications with potential investors that are, or that the issuer reasonably believes to 
be, “qualified institutional buyers” or “institutional accredited investors” either prior to or following 
the date of filing of a registration statement with the SEC, to determine whether such investors 
might have an interest in a contemplated registered securities offering.

• Not limited to IPOs, and would also be available to reporting companies under the Exchange Act. 
Such issuers would need to consider whether any information in their testing-the-waters 
communications would trigger any obligations under Regulation FD. 

• While the communications would not need to be filed with the SEC, the SEC’s practice is to ask 
supplementally to see copies of all testing-the-waters communications in connection with its review 
of an EGC registration statement.



6/14/2019

11

© 2019 Jones Walker LLP

Proposed Rules – Financial Requirements for 
Acquisitions and Dispositions 

• Amendments to Rule 1-02(w), Rule 3-05 and Article 11 of Reg S-X, primarily
• Proposed: May 3, 2019; Comments due July 29, 2019

• The proposed (extensive) amendments are intended to reduce the complexity and 
costs associated with the preparation of historical financial statements and pro 
forma financial information for businesses that are acquired or disposed of.

• Some highlights:
• Revise significance calculation under investment test and income test of Rule 1-02(w)

• Significance threshold for a disposition: raise from 10% to 20% 

• Rule 3-05 financial statements of acquired businesses: No more than 2 years audited financial 
statements, depending on significance (instead of 3)

• Article 11 pro forma financial information: Simplified adjustment criteria, in 2 columns:

• Transaction accounting adjustments 

• Management adjustments

• Amendments would not apply to target company financial statements required to be included in a 
proxy statement or registration statement on Form S-4

© 2019 Jones Walker LLP

Proposed Rules – Financial Disclosure for 
Registered Debt Offerings 

• Amendments to Rule 3-10 and Rule 3-16 of Reg S-X, primarily 
• Proposed: July 24, 2018; Comments were due December 31, 2018

• Spring 2019 SEC Reg-Flex Agenda indicates these amendments are in the Final Rules Stage.

• The proposed (extensive) amendments would simplify the financial disclosure 
requirements applicable to registered debt offerings for guarantors and issuers of 
guaranteed securities, as well as for affiliates whose securities collateralize a 
registrant’s securities. 

• The proposed amendments to Rule 3-10 would make it easier to omit separate financial statements 
as well as reduce the required alternative supplemental financial and nonfinancial disclosure about 
the subsidiary issuers and/or guarantors and the guarantees.

• Under the proposed rules, the disclosures would be required only as long as the issuers and guarantors have 
an Exchange Act reporting obligation with respect to the guaranteed securities (rather than for as long as the 
securities are outstanding), which means generally if the security is held by fewer than 300 holders of record, 
the reporting obligation would be suspended within approximately one year after the offering.

• The proposed amendment to Rule 3-16 replaces trigger of “constitutes a substantial portion of the 
collateral” with a requirement to provide certain abbreviated financial and nonfinancial disclosures 
about the affiliate and the collateral arrangement if material to investors/holders of the collateralized 
securities.
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What’s Next? 
SEC Rulemaking Calendar  (Spring 2019 Reg Flex Agenda)

• The Spring 2019 Reg Flex Agenda includes these rulemaking projects as among 
those the SEC plans to address over the coming year:

• Thresholds for shareholder proposals under Rule 14a-8 (SEC is generally expected to propose 
increases in the ownership and resubmission thresholds for shareholder proposals);

• Advisors’ reliance on the proxy solicitation exemptions in Rule 14a-2(b);

• Securities Act Rule 701, the exemption from registration for securities issued by non-reporting 
companies pursuant to compensatory arrangements, and Form S-8, the registration statement for 
compensatory offerings by reporting companies (Concept release July 2018);

• Industry Guide 3, Statistical Disclosure by Bank Holding Companies (Request for comment March 
2017); and

• Potential concept release on ways to harmonize and streamline private offering exemptions.

• “Long-Term Actions” include (i) clawbacks of executive compensation (Dodd-
Frank; rules proposed 2015); (ii) pay vs. performance (Dodd-Frank; rules 
proposed 2015); (iii) corporate board diversity disclosure; (iv) proxy process 
amendments (“proxy plumbing”); and (v) universal proxies (rules proposed 2016).

• SEC request for comment December 2018: nature, content and timing of earnings 
releases/quarterly reports.

© 2019 Jones Walker LLP

More Information

Contacts:

Dionne M. Rousseau | Partner Victoria Bagot | Associate 
Jones Walker LLP Jones Walker LLP
D: 225.248.2026 D: 504.582.8492
drousseau@joneswalker.com VBagot@joneswalker.com 

**Subscribe to the Jones Walker Client Corporate Alerts at https://www.joneswalker.com/contact-
us/subscribe.html

About Jones Walker LLP

Jones Walker LLP (www.joneswalker.com) is among the largest 120 law firms in the United 
States serving local, regional, national, and international business interests with offices in 
Alabama, Arizona, the District of Columbia, Florida, Georgia, Louisiana, Mississippi, New York, 
and Texas. The firm is committed to providing a comprehensive range of legal services to major 
multinational, public and private corporations, Fortune® 500 companies, money center banks, 
worldwide insurers, and emerging companies doing business in the United States and abroad.

This presentation provides only a summary of various laws and regulatory matters and should not be relied upon as legal advice 
for any particular situation. Applicable State Bar or attorney regulations may require this be labeled as “Advertising.”
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Dionne M. Rousseau

Dionne Rousseau is a partner in the Corporate Practice Group. She provides 
corporate finance, securities, mergers and acquisitions, and other transaction 
and compliance counsel to public and private entities.

Dionne has served as lead outside corporate and securities counsel for 12 public 
companies, and as boardroom lawyer for three of these entities. With more than 25 
years of experience handling corporate finance and mergers and acquisitions 
transactions, Dionne has led client service teams and deal teams for clients in the 
financial services, real estate, oil and gas services, energy exploration and 
production, marine construction, hard rock mining, death care, distribution, 
transportation, and technology industries. In 2018, Dionne served as lead counsel to 
a public offshore drilling company in connection with raising $1.5 billion to emerge 
from Chapter 11 – named Energy Deal of the Year by The M&A Advisor.

Dionne provides ongoing corporate and securities law advice to public companies 
and their boards of directors, including compliance with the corporate governance 
and disclosure requirements of the securities laws and trading markets. She regularly 
reviews Forms 10-Ks, 10-Qs, 8-Ks, 20-Fs, 6-Ks, proxy statements, and press 
releases, handles board and executive compensation matters, proxy contests, and 
activist investors, and implements takeover defenses. Dionne represents domestic 
issuers and foreign private issuers, as well as companies and funds in connection 
with private equity transactions.

Prior to practicing law, she was an investment banker with PaineWebber (now UBS) 
in New York City.

Partner | Baton Rouge and
New Orleans
D: 225.248.2026
drousseau@joneswalker.com
Practices
• Corporate
• Mergers & Acquisitions
• Securities
• Corporate Governance
Education
• The University of Chicago 

Law School JD, with honors, 
1990 Order of the Coif

• Georgetown University BA, 
magna cum laude, 1985

Bar Admissions
• Louisiana
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Victoria J. Bagot

Victoria Bagot is an associate in the Corporate Practice Group. She 
represents clients on corporate, securities, mergers and acquisitions, and 
private equity matters.

Victoria advises public and private companies on a range of corporate matters, 
including finance, capital markets, mergers and acquisitions, and private equity.

Victoria represents issuers and underwriters in a variety of corporate finance 
transactions, including tender offers, public and private securities offerings of debt 
and equity securities, and initial public offerings. She also works with private equity 
investors, their portfolio companies, and other public and private companies in 
connection with mergers, acquisitions, dispositions, internal reorganizations, and 
strategic investments. In 2018, Victoria assisted as lead counsel to a public 
offshore drilling company in connection with raising $1.5 billion to emerge from 
Chapter 11 – named Energy Deal of the Year by The M&A Advisor.

In the area of corporate governance, Victoria advises clients on disclosure and 
reporting requirements of securities laws and capital markets, and regularly 
reviews annual, quarterly, and current reports, proxy statements, and other SEC 
filings. She coordinates periodic reviews and compliance with internal company 
policies such as insider trading policies and ethics and business conduct policies.

Prior to joining Jones Walker, Victoria was an associate in the capital markets and 
mergers and acquisitions practice group at the Houston office of an Am Law 100 
firm.

Associate | New Orleans
D: 504.582.8492
vbagot@joneswalker.com
Practices
• Corporate
• Mergers & Acquisitions
• Securities
• Corporate Governance
Education
• Tulane University Law 

School JD, cum laude, 2014 
Associate Editor and 
Articles Editor, Tulane Law 
Review

• Louisiana State University 
BA, Political Science, minor 
in Business Administration, 
summa cum laude, 2011

Bar Admissions
• Louisiana
• Texas
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Notice

► These slides are for educational and discussion purposes only, and are not 
intended, and should not be relied upon, as accounting advice.

► Any US tax advice contained herein was not intended 
or written to be used, and cannot be used, for the purpose of avoiding 
penalties that may be imposed under the Internal Revenue Code or applicable 
state or local tax law provisions.
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Disclaimer

► EY refers to the global organization of member firms of Ernst & Young Global Limited, each of 
which is a separate legal entity. Ernst & Young Global Limited, a UK company limited by 
guarantee, does not provide services to clients. For more information about our organization, 
please visit www.ey.com.

► Ernst & Young LLP is a client-serving member firm of Ernst & Young Global and of 
Ernst & Young Americas operating in the US.

► This presentation is © 2019 Ernst & Young LLP. All rights reserved. 
No part of this document may be reproduced, transmitted or otherwise distributed in any form 
or by any means, electronic or mechanical, including by photocopying, facsimile transmission, 
recording, rekeying or using any information storage and retrieval system, without written 
permission from Ernst & Young LLP. Any reproduction, transmission or distribution of this form 
or any of the material herein is prohibited and is in violation of US and international law. 
Ernst & Young LLP expressly disclaims any liability in connection with use of this presentation 
or its contents by any third party.

► Views expressed in this presentation are not necessarily those of Ernst & Young LLP.
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Agenda

► Understanding the IRS organization and operations
► Impact of organizational changes

► Campaigns

► Trends in Appeals

► BBA partnership rules

► LB&I webcast
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Understanding the IRS organization and operations
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Impact of organizational changes
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LB&I high-level org. chart – March 2019
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IRS organizational and budget update

► Commissioner confirmed – Charles Rettig

► Chief Counsel confirmed – Michael Desmond

► IRS FY 2019 budget - $11.1 billion

► $320 million for tax reform implementation

► IRS FY 2017 statistics update

► Number of employee 72,803 down from 94,346 in FY 2010

► Large corporate audits coverage – 7.9% down from 9.5% in FY 2016

► $ 1 million > Individuals audits - 4.4% down from 5.8% in FY 2016

Page 9 Federal Tax Controversy Update

Geographic practice area map

CA

AK

HI 

NV
UT

AZ NM

TX

OK

CO
KS

WY

ID

MT

OR

WA

NE

SD

ND

MN

IA

MO

AR

LA

MS AL

TN

KY

IL

WI

MI

GA

FL

SC

NC

VA
WV

PA

NY

ME

MD

DE NJ

CT

MA

RI

NH

VT

DC 

NY

IN
OH

West
Paul Curtis (A)

Central
Paul Curtis (A)

East
Cheryl Teifer (A)

Northeast
Barbara Harris

DFO-W
E. Slack

DFO-SW
N. Beltran (A)

DFO-SC
R. Benesch (A)

DFO-NC
Vacant

DFO-GL
E. Gardner

DFO-SE
J. Banks (A)

DFO-NA
G. DiSpigna (A)

DFO-MA
N. Wiltshire (A)

Engineers

Computer audit 
specialists

Global High Wealth

Tax computation 
specialists



June 14, 2019

6

Page 10 Federal Tax Controversy Update

LB&I campaigns

Page 11 Federal Tax Controversy Update

LB&I campaigns
Background

► 53 campaigns announced to date.
► Large Business and International Division (LB&I) announced 13 campaigns in a January 31, 2017, news 

release.

► Eleven new campaigns were announced November 3, 2017.

► Five additional campaigns were announced March 13, 2018.

► Six new campaigns were announced May 21, 2018.

► Five additional campaigns were announced July 2, 2018.

► Six new campaigns were announced September 10, 2018.

► Five campaigns were announced on October 30, 2018

► Most recent three campaigns were announced on April 16, 2019

► Campaigns have different treatment streams, including soft letters.

► First campaigns are not necessarily issues with the highest compliance risk.

► LB&I plans more campaigns in the future.

► Cornerstone of campaigns is internal and external feedback.
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LB&I campaigns – scope

► Campaigns are a return selection tool. Not all LB&I activity will be in the form 
of campaigns.

► An audit can start solely as a campaign and then move into a more 
comprehensive audit.

► A campaign issue can be included in a CIC audit. Different campaign 
treatment streams can be used in that audit.

► Campaign issues can also be applied to Compliance Assurance Process 
(CAP) taxpayers.

► Mid-market taxpayer is defined as any taxpayer not under CIC audit.

Page 13 Federal Tax Controversy Update

LB&I campaigns – soft letters

► The following campaigns list soft letters as a treatment stream:
► IRC Section 48C Credit

► Land Developers CCM

► S Corp Losses Claimed in Excess of Basis

► Form 1120F Non-Filer

► A soft letter is not an examination.

► A taxpayer is not required to respond to a soft letter.

► If a taxpayer does not respond, IRS may start exam or take other 
appropriate action.
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Trends in Appeals

Page 15 Federal Tax Controversy Update

Appeals Judicial Approach and Culture 
(AJAC)

► AJAC is generally effective for cases received in IRS Appeals on or after September 2, 2014

► Appeals will not raise new issues.

► If taxpayer raises a new issue, the case will be released to Exam for examination of the issue.

► If taxpayer provides new information related to an issue in Appeals, the case will be returned 
to Exam for review of the new information.

► If taxpayer raises a new theory or argument related to an issue in Appeals, the new theory or 
argument will be shared with Exam for review within a specified time frame.

► Appeals will attempt to settle an issue on factual hazards where the issue submitted by Exam 
was not fully developed. 

► There must be one year remaining on the statute of limitations prior to the case being 
accepted by Appeals.
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Appeals – Rapid Appeals Process

Rapid Appeals Process 

► Mediation-like process with Appeals applying mediation techniques

► Parties: Exam, Appeals and taxpayer

► Optional participation

► Decision-makers: Exam, Appeals and taxpayer

► Case remains in Appeals’ jurisdiction

Page 17 Federal Tax Controversy Update

► FIELD CASES
- In October 2017, Appeals expanded availability of in-person conferences for field cases.
- Upon request, Appeals will use its best efforts to schedule an in-person conference on a date and in a 

location that is reasonably convenient for taxpayer and Appeals. 
- Limits apply (e.g., workload, availability of subject matter experts, Collection Due Process regulations).

►CAMPUS CASES
- Present unique challenges.
- Appeals is reviewing procedures for Campus conferences. 
- For now, if a taxpayer requests an in-person conference on a Campus case, we will use case 

assistance procedures.
- Case assistance procedures provide for the assigned Appeals Officer to team with a local Appeals 

Officer. The taxpayer travels to the local Appeals Office and a telephone conference is conducted 
with the assigned Appeals Officer.  The Appeals Officers confer on the case and the assigned 
Appeals Officer renders a decision.  In FY 2017, 15 cases were closed using this program.   

- Most Campus cases today are handled through telephone conferences. 

In-Person Conferences
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Participation in Appeals Conferences

► IRM Section 8.6.1.4.4 was revised in October 2016 and 
states
► Appeals has the discretion to invite Counsel and/or Compliance 

to the Appeal’s conference. 

► The prohibition against ex parte communications must not be 
violated. 

► Appeals may also request that other experts attend 
conferences.

► Taxpayers have raised a number of concerns about this 
policy.

► Appeals has undertaken a pilot to test the policy

Page 19 Federal Tax Controversy Update

Participation in Appeals Conferences - Pilot

► Pilot underway
► Certain Number of Appeals Team Case Leaders 

(ATCLs) are participating in pilot.

► Pilot will run [?] years 

► Participating ATCL’s will invite Compliance and Counsel 
to participate in all cases assigned to that ATCL.

► Taxpayer cannot opt out of the pilot
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Participation in Appeals Conferences - Pilot

► Questions about the Pilot
► Will ATCL’s not in pilot have the ability to invite compliance 

and Appeals to participate?

► How is this different from the Rapids Appeals Process (RAP)?

► Does the Appeal Officer acts a mediator or exercise 
independent judgment?

► Do Compliance and Counsel personnel participate in 
settlement discussions?

► When do settlement discussions begin?

Page 21 Federal Tax Controversy Update

BBA partnership rules
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Background

► New partnership rules and procedures enacted by the Bipartisan 
Budget Act of 2015 (“Budget Act” or “BBA”)

► Budget Act partnership rules affect
► Who pays tax

► How much tax is paid

► Procedures

► JCT estimates the provisions will raise almost $10 billion over a 10-
year period

Page 23 Federal Tax Controversy Update

Effective date

► Applies to partnership tax years beginning after December 
31, 2017

► A partnership may elect to apply the new procedures to 
earlier years
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Overview – who pays?

► General rule:  Partnership pays tax
► Partnership pays an “imputed underpayment” (equivalent of tax at highest rate)

► Costs borne by current partners; no effect on prior year partners

► Hybrid – modifies amount partnership pays
► Partner attributes may reduce imputed underpayment amount (e.g., tax-exempt partners)

► Legacy partner may amend its return to pay its share of adjustment

► Pull-in Method

► Alternative: Legacy partners pay tax
► Partnership forces partners in year item arose to pay tax owed

► Legacy partners pay; partnership does not

Page 25 Federal Tax Controversy Update

Partnerships subject to Budget Act rules

► Mandatory when partnership:
► Has more than 100 partners, or

► Any partner is other than an individual, C corp, S corp or estate

► A flow-through partner (other than S corps) is an ineligible partner under proposed regulations.

► For partnerships eligible to elect out:
► Default rule is that the BBA rules apply.

► Election out of BBA rules must be made each year.

► Thus a partnership could be subject to different audit regimes in different years.

► If the BBA rules do not apply, IRS would make adjustments for each partner in 
separate proceedings.
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Partnerships not governed by Budget Act rules

► Eligible partnerships must file an election to elect out of the Budget 
Act rules 

► Election has to be made by the partnership separately for each tax 
year

► If partnership elects out, each partner would be audited separately 
in separate proceedings
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Partnerships not governed by Budget Act rules

► A partnership is eligible to elect out of the BBA regime if there are:

► 100 or fewer partners, and

► All partners are “eligible partners” 

► An S-corp partner plus each S-corp member is counted in 
determining if there are 100 or fewer partners.

► Form 1065, Schedule B-2, “Election out of the Centralized 
Partnership Audit Regime” may be used to make the election out of 
the BBA regime
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Centralized audit 

► Partnership items generally determined in an audit of the 
partnership

► Audit may adjust partnership’s income, gain, loss, deduction, or 
credit, or any partner’s distributive share thereof

► Penalties determined at partnership level

► Interest may be determined at partnership or partner level; 2% 
higher rate of interest under Push-Out approach.  
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IRS partnership audits

► A partnership’s tax year audited by the IRS is the “reviewed year”.

► The year that the audit or any judicial review is completed is the “adjustment year”

► Default rule for taking into account audit adjustments (Section 6225): 

► For underpayments, partnership pays tax in adjustment year on income it omits or 
misallocates (the “imputed underpayment”) 

► For overpayments, partnership reduces income in the adjustment year 

► Push-Out election (Section 6226):

► Partnership-level obligation is eliminated and reviewed year partners are required to pay 
additional tax owed based on their allocable share of the adjustment.

► Election made after final notice of partnership adjustment issued 

► Extremely broad scope: not limited to items on partnership return
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Reductions of Tax Liability

► A partnership understatement can be reduced in several ways:

► Partner(s) amend returns under modification procedures 

► Partners follow “pull-in” procedure to pay tax owed

► Equivalent to amended returns without full scope refiling

► Partner attributes reported to partnership

► e.g., tax-exempt partners.

► These reductions can apply whether the partnership pays tax under section 6225 or the push 
out method under section 6226 is adopted.
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Partnership Representative

► The “Partnership Representative” (or “PR”) is the sole person with authority to 
act on behalf of the partnership and its partners
► Replaces the TMP or tax matters partner under TEFRA

► More powerful than the administrative role held by the TMP under TEFRA 

► Partners have no statutory right to participate in an audit or litigation

► Does not matter whether partner has adopted an inconsistent position

► Partnership Representative has authority to bind all partners to audit adjustments

► Partners will not separately sign IRS audit settlement agreements
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Notice to partners 

► Neither the IRS nor the Partnership Representative has to give 
notice of audit or litigation proceeding to the partners

► Audit can be resolved with the partnership and partners bound by a 
settlement  (or audit resolution)  and without  any partners being 
aware that the partnership was under audit
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LB&I webcast
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LB&I webcast

► EY is hosting a webcast on June 19, 2019 moderated by former IRS LB&I 
Commissioner Heather Maloy

► Guests will be Nikole Flax, current LB&I Deputy Division Commissioner, and 
Nancy Wiltshire, Director, Field Operations Mid-Atlantic

► Discuss how the TCJA and LB&I’s strategic goals will affect taxpayers

► Link to register: IRS LB&I update
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Contact information

► Sheri Wilcox
► Sheri.Wilcox@ey.com

► Tel: 713-750-8163 or 832-656-6539
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Questions

EY  |  Assurance | Tax | Transactions | Advisory

About EY
EY is a global leader in assurance, tax, transaction and advisory 
services. The insights and quality services we deliver help build trust 
and confidence in the capital markets and in economies the world 
over. We develop outstanding leaders who team to deliver on our 
promises to all of our stakeholders. In so doing, we play a critical role 
in building a better working world for our people, for our clients and 
for our communities.

EY refers to the global organization, and may refer to one 
or more, of the member firms of Ernst & Young Global Limited, each 
of which is a separate legal entity. Ernst & Young 
Global Limited, a UK company limited by guarantee, does not 
provide services to clients. For more information about our 
organization, please visit ey.com.

Ernst & Young LLP is a client-serving member firm of
Ernst & Young Global Limited operating in the US.

© 2018 Ernst & Young LLP.
All Rights Reserved.

1705-2325114 
ED None

This material has been prepared for general informational purposes
only and is not intended to be relied upon as accounting, tax or other
professional advice. Please refer to your advisors for specific advice.

ey.com
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Appendix – LB&I campaigns
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IRS LB&I campaigns – issues

Campaign Description Treatment stream Exec champ

IRC Section 48C Credit Whether DOE allocated credits properly claimed Soft letter

Issue-based exams

Mark Nyman

OVDP Declines-
Withdrawals

Denied or withdrawn qualified applicants should 
reapply

Variety, including issue-based exams Pam Drenthe

199 Multi-Channel Video Whether groups of channels or films are 
qualified films and software is for customers’ 
direct use

Practice unit

Published guidance

Issue-based exams 

Gloria Sullivan

Micro Captive Insurance Transaction of Interest

Notice 2016-66

Training

Issue-based exams

Gloria Sullivan

Related Party Transaction Related party transactions in the mid-market Issue-based exams Peter Puzakuilcs

Deferred Annuity Life 
Insurance 

Life insurance reserve issues Industry Issue Resolution Gloria Sullivan

Basket Transactions Structured financial transactions under Notices 
2015-73, 74

Issue-based exams

Soft letters to material advisor

Practitioner outreach

Peter Puzakuilcs
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IRS LB&I campaigns – issues

Campaign Description Treatment stream Exec champ

Land Developers CCM Developer improperly deferring gain until 
projects complete

Practice unit

Soft letters

Issue-based exams

Peter Puzakuilcs

TEFRA Linkage Revise linkage strategies Internal guidance on linkage Cliff Scherwinski

S Corp losses claimed in 
excess of basis

S Corp SHs claim losses and deduction in 
excess of stock or debt basis

Issue-based exams

Soft letters/self-correction

Outreach

New basis form

Holly Paz

Repatriation Repatriation strategies resulting in tax-free 
repatriation – mid-market

Improved issue selection

Issue-based exams

John Hinding

Form 1120F Non-Filer Use external data to identify 1120F non-filers Soft letters

Issue-based exams

John Hinding

Inbound Foreign 
Distributors

Inbound transfer pricing Training

1. Issue-based exams

Sharon Porter
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LB&I campaigns – issues

Campaign Description Treatment stream Exec champ

Swiss bank program 
campaign 

Under the US Department of Justice Swiss Bank 
Program, verify compliance by identified US 
persons with beneficial ownership of foreign 
financial accounts. 

Variety, including exams John Cardone

Foreign earned income 
exclusion campaign

Individuals who did not meet the requirements to 
qualify for the foreign earned income exclusion 
and/or the foreign housing exclusion or deduction.

Variety, including exams John Cardone

Verification of Form 1042-S 
credit claimed on Form 
1040NR

Before a refund is issued or credit is allowed, verify 
the withholding credits reported on the Form 1042-
S. 

Variety, including exams John Cardone

Individual foreign tax credit 
(Form 1116)

Individuals who incorrectly compute the foreign tax 
credit limitation on Form 1116. 

Variety, including exams Paul Curtis

International (corporate) 
Form 1120-F Chapter 3 and 
Chapter 4 withholding 
campaign

Verify withholding at source for Form 1120-Fs that 
claim refunds, before the claim for refund or credit 
is allowed.

Variety, including exams John Cardone

Corporate direct (Section 
901) foreign tax credit (FTC)

Domestic corporate taxpayers that are in an 
excess limitation position for credits for foreign 
taxes paid or accrued in lieu of a deduction.

Issue-based exams

Future FTC campaigns may address indirect 
credits & IRC 904(a) FTC limitation issues

John Hinding

Section 956 avoidance A Controlled Foreign Corporation (CFC) that 
makes a loan to its US parent, but does not include 
a Section 956 amount in income.

Issue-based exams John Hinding
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LB&I campaigns – issues

Campaign Description Treatment stream Exec champ

Agricultural chemicals 
security credit campaign

For the section 45O agricultural chemicals security 
credit, verify that there are qualified expenses and 
eligible taxpayers, and that facilities are properly 
defined.

Issue-based exams Judith McNamara

Deferral of cancellation of 
indebtedness (COD) income 
campaign

Verify that taxpayers who properly deferred COD 
income in 2009/2010 properly report it in 
subsequent years beginning in 2014. 

Issue-based exams with the use of soft letters 
under consideration.

Delon Harris

Energy efficient commercial 
building property campaign

Verify compliance with the requirements of the 
Section 179D energy efficient commercial building 
deduction.

Issue-based exams Scott Ballint

Economic development 
incentives campaign

Taxpayers that improperly treat government 
incentives (e.g., tax credits, grants) as non-
shareholder capital contributions, exclude them 
from gross income and claim a tax deduction 
without offsetting it by the tax credit received.

Issue-based exams Paul Curtis
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LB&I campaigns
Issues

Campaign Description Treatment stream Exec champ

Costs that Facilitate an IRC 
Section 355 Transaction

Ensure that taxpayers are not deducting costs to 
facilitate a tax-free corporate distribution under 
IRC Section 355.

Issue-based exams Scott Ballint

Self-Employment 
Contributions Act (SECA) 
Tax

Verify that limited partners and limited liability 
company (LLC) members who render services to 
clients on behalf of the partnership or LLC pay 
SECA tax.

Issue-based exams

Outreach to practitioners, professional service 
provider associations, and software vendors

Cliff Scherwinski

Darlena Billops-Hill

Partnership Stop Filer Verify that partnerships that have stopped filing
returns do not continue have economic 
transactions that are not being reported to their 
partners. 

Issue-based exams

Soft letters 

Stakeholder outreach

Cliff Scherwinski

Eric Slack

Sale of Partnership Interest Partners must report the sale of a partnership 
interest on their tax return.

Issue-based exams 

Soft letters

Cliff Scherwinski

Joseph Banks

Partial Disposition Election 
for Buildings

Ensure taxpayers accurately recognize the gain or 
loss on the partial disposition of a building, 
including its structural components in accordance 
with Treas. Reg. Section 1.168(i)-8).

Issue-based exams

Potential changes to IRS forms and the 
supporting instructions and publications

Judith McNamara
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LB&I campaigns
Issues

Campaign Description Treatment stream Exec champ

Interest Capitalization for 
Self-Constructed Assets

The goal of this campaign is to ensure taxpayer 
compliance by verifying that interest for certain 
production activities is properly capitalized under 
Section 263A for designated property and the 
computation to capitalize that interest is accurate. 

Issue-based exams

Education soft letters

Educating taxpayers and practitioners to 
encourage voluntary compliance

Scott Ballint

F3520/3520-A Non-
Compliance and Campus 
Assessed Penalties

The goal of this campaign is to improve compliance 
with respect to the timely and accurate filing of 
information returns reporting ownership of and 
transactions with foreign trusts

Issue-based exams

Penalties assessed by the campus when the 
forms are received late or are incomplete. 

John Cardone

Forms 1042/1042-S 
Compliance

This campaign is designed to ensure taxpayers 
who make payments of certain U.S.-source income 
to foreign persons comply with the related 
withholding, deposit, and reporting requirements. 
Specifically, this campaign will address Withholding 
Agents who make such payments but do not meet 
all their compliance duties

Issue-based exams John Cardone

Nonresident Alien Tax Treaty 
Exemptions

This campaign is intended to increase compliance 
in nonresident alien (NRA) individual tax treaty 
exemption claims related to both effectively 
connected income (ECI) and Fixed, Determinable, 
Annual Periodical (FDAP) income.

Issue-based exams 

Taxpayer outreach/education

John Cardone
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LB&I campaigns
Issues

Campaign Description Treatment stream Exec champ

Nonresident Alien Schedule A 
and Other Deductions

This campaign is intended to increase compliance in the 
proper deduction of eligible expenses by nonresident alien 
(NRA) individuals on Form 1040NR Schedule A. 

Issue-based exams 

Taxpayer 
outreach/education

John Cardone

NRA Tax Credits This campaign is intended to increase compliance in 
nonresident alien individual (NRA) tax credits who either have 
no qualifying earned income, do not provide 
substantiation/proper documentation, or do not have 
qualifying dependents may erroneously claim certain 
dependent related tax credits.

Issue-based exams 

Taxpayer 
outreach/education

John Cardone

Restoration of Sequestered 
AMT Credit Carryforward

LB&I is initiating a campaign for taxpayers improperly 
restoring the sequestered Alternative Minimum Tax (AMT) 
credit to the subsequent tax year. Refunds issued or applied 
to a subsequent year’s tax, pursuant to IRC Section 
168(k)(4), are subject to sequestration and are a permanent 
loss of refundable credits. Taxpayers may not restore the 
sequestered amounts to their AMT credit carryforward. 
Taxpayers will be monitored for subsequent compliance. The 
goal of this campaign is to educate taxpayers on the proper 
treatment of sequestered AMT credits and request that 
taxpayers self-correct.

Soft Letters

Taxpayer Outreach 

Gloria Sullivan
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LB&I campaigns
Issues

Campaign Description Treatment stream Exec champ

S Corporation Distributions S Corporations and their shareholders are required to properly report 
the tax consequences of distributions. We have identified three 
issues that are part of this campaign. The first issue occurs when an 
S Corporation fails to report gain upon the distribution of appreciated 
property to a shareholder. The second issue occurs when an S 
Corporation fails to determine that a distribution, whether in cash or 
property, is properly taxable as a dividend. The third issue occurs 
when a shareholder fails to report non-dividend distributions in 
excess of their stock basis that are subject to taxation. 

Issue-Based Examinations

Tax Form Change 
Suggestions

Stakeholder Outreach

Holly Paz

Cliff Scherwinski

Virtual Currency The Virtual Currency Compliance campaign will address 
noncompliance related to the use of virtual currency through multiple 
treatment streams including outreach and examinations. The 
compliance activities will follow the general tax principles applicable 
to all transactions in property, as outlined in Notice 2014-21. The IRS 
will continue to consider and solicit taxpayer and practitioner 
feedback in education efforts, future guidance, and development of 
Practice Units. Taxpayers with unreported virtual currency 
transactions are urged to correct their returns as soon as practical. 
The IRS is not contemplating a voluntary disclosure program 
specifically to address tax non-compliance involving virtual currency.

John Cardone
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LB&I campaigns
Issues

Campaign Description Treatment stream Exec champ

Repatriation via Foreign 
Triangular Reorganizations

In December 2016, the IRS issued Notice 2016-73 (“the Notice”), 
which curtails the claimed “tax-free” repatriation of basis and untaxed 
CFC earnings following the use of certain foreign triangular 
reorganization transactions. The goal of the campaign is to identify 
and challenge these transactions by educating and assisting 
examination teams in audits of these repatriations.

John Hinding

Barbara Harris

Section 965 Transition Tax Section 965 requires United States shareholders to pay a transition 
tax on the untaxed foreign earnings of certain specified foreign 
corporations as if those earnings had been repatriated to the United 
States. Taxpayers may elect to pay the transition tax in installments 
over an eight-year period. For some taxpayers, some or all of the tax 
will be due on their 2017 income tax return. The tax is payable as of 
the due date of the return (without extensions).

John Hinding

IRC Section 199 – Claims 
Risk Review This campaign addresses all business entities that may file a claim 

for additional DPAD under IRC Section 199. The campaign objective 
is to ensure taxpayer compliance with the requirements of IRC 
Section 199 through a claim risk review assessment and issue-
based examinations of claims with the greatest compliance risk.

Issue-Based Examinations Scott Ballint

Syndicated Conservation 
Easement Transactions

This campaign is intended to encourage taxpayer compliance and 
ensure consistent treatment of similarly situated taxpayers by 
ensuring the easement contributions meet the legal requirements for 
a deduction, and the fair market values are accurate.  

Issue-Based Examinations Joseph Banks

Scott Ballint
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LB&I campaigns
Issues

Campaign Description Treatment stream Exec champ

Foreign Base Company 
Sales Income: Manufacturing 
Branch Rules

The goal of this campaign is to identify and select for examination 
returns of U.S. shareholders of CFCs that may have underreported 
subpart F income based on certain interpretations of the 
manufacturing branch rules.

Issue-Based Examinations Orrin Byrd

1120F Interest 
Expense/Home Office
Expense

The campaign compliance strategy includes the identification of 
aggressive positions in these areas, such as the use of 
apportionment factors that may not attribute the proper amount of 
expenses to the calculation of effectively connected income. The 
goal of this campaign is to increase taxpayer compliance with the 
interest expense rules of Treasury Regulation Section 1.882-5 and 
the Home Office expense allocation rules of Treasury Regulation 
Section 1.861-8.

Issue-Based Examinations Orrin Byrd

Individuals Employed by 
Foreign Governments & 
International Organizations

Foreign embassies, foreign consular offices and international 
organizations operating in the U.S. are not required to withhold 
federal income and social security taxes from their employees’ 
compensation nor are they required to file information reports with 
the Internal Revenue Service. This lack of withholding and reporting 
results in unreported income, erroneous deductions and credits, and 
failure to pay income and Social Security taxes. Because this is a 
fluid population, there may be a lack of knowledge regarding tax 
obligations. This campaign will focus on outreach and education by 
partnering with the Department of State’s Office of Foreign Missions 
to inform employees of foreign embassies, consular offices and 
international organizations

Soft Letters

Examinations

John Cardone
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LB&I campaigns
Issues

Campaign Description Treatment stream Exec champ

Individual Foreign Tax Credit 
Phase II

Section 901 of the Internal Revenue Code alleviates double taxation 
through a dollar-for-dollar credit against U.S. tax on foreign-sourced 
income in the amount of foreign taxes paid on that income.

Individuals who meet certain requirements may qualify for the foreign 
tax credit. This campaign addresses taxpayers who have claimed 
the credit but do not meet the requirements.

Issue-Based Examinations John Cardone

Offshore Service Providers The focus of this campaign is to address U.S. taxpayers who 
engaged Offshore Service Providers that facilitated the creation of 
foreign entities and tiered structures to conceal the beneficial 
ownership of foreign financial accounts and assets, generally, for the 
purpose of tax avoidance or evasion.

Issue-Based Examinations John Cardone

FATCA Filing Accuracy The Foreign Account Tax Compliance Act (FATCA) was enacted in 
2010 as part of the HIRE Act. The overall purpose is to detect, deter 
and discourage offshore tax abuses through increased transparency, 
enhanced reporting and strong sanctions. Foreign Financial 
Institutions and certain Non-Financial Foreign Entities are generally 
required to report the foreign assets held by their U.S. account 
holders and substantial U.S. owners under the FATCA. This 
campaign addresses those entities that have FATCA reporting 
obligations but do not meet all their compliance responsibilities. 

Termination of FATCA Status John Cardone
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LB&I campaigns
Issues

Campaign Description Treatment stream Exec champ

1120-F Delinquent Returns 
Campaign

The Delinquent Returns Campaign is to encourage foreign entities to 
timely file Form 1120-F returns and address the compliance risk for 
delinquent 1120-F returns. This is accomplished by field 
examinations of compliance risk delinquent returns and external 
education outreach programs. The campaign addresses delinquent-
filed Forms 1120-F.

Form 1120-F is generally considered to be timely filed if it is filed no 
later than 18 months after the due date of the current year's return. 
The filing deadline may be waived, in situations based on the facts 
and circumstances, where the foreign corporation establishes to the 
satisfaction of the commissioner that the foreign corporation acted 
reasonably and in good faith in failing to file Form 1120-F per Treas. 
Reg. Section 1.882-4(a)(3)(ii). LB&I Industry Guidance 04-0118-007 
dated 2/1/2018 established procedures to ensure waiver requests 
are applied in a fair, consistent and timely manner under the 
regulations.

Issue-Based Examinations Orrin Byrd

Work Opportunity Tax Credit The IRS has agreed to accept the Work Opportunity Tax Credit 
(WOTC) year of credit eligibility issue into the Industry Issue 
Resolution (IIR) program (pursuant to Rev. Proc. 2016-19). 

Due to delays associated with the WOTC certification process, 
taxpayers are often faced with the burdensome requirement of 
amending multiple years of federal and state returns to claim the 
WOTC in the year qualified WOTC wages were paid. This 
requirement, coupled with any resulting examinations of this issue, is 
an inefficient use of both taxpayer and IRS resources. 

Industry Issue Resolution Gloria Sullivan
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LB&I campaigns
Issues

Campaign Description Treatment stream Exec champ

Captive Service Provider 
Campaign

Section 482 regulations and the OECD Transfer Pricing Guidelines 
provide rules for determining arm’s length pricing for transactions 
between controlled entities, including transactions in which a foreign 
captive subsidiary performs services exclusively for the parent or 
other members of the multinational group.

Excessive pricing for these services would inappropriately shift 
taxable income to these foreign entities and erode the U.S. tax base. 
The goal of this campaign is to ensure that U.S. multinational 
companies are paying their captive service providers no more than 
arm’s length prices.

Issue-Based Examinations

Soft Letters

Jennifer Best

John Hughes

Offshore Private Banking 
Campaign

U.S. persons are subject to tax on worldwide income from all 
sources including income generated outside of the United States. 

The IRS is in possession of records that identify taxpayers with 
transactions or accounts at offshore private banks. This campaign 
addresses tax noncompliance and the information reporting 
associated with these offshore accounts. 

Issue-Based Examinations

Soft Letters

John Cardone

Loose Filed Forms 5471 Some taxpayers are incorrectly filing Forms 5471 by sending the 
form to the IRS without attaching it to a tax return. If a Form 5471 is 
required to be filed and was not attached to an original return, an 
amended return with the Form 5471 attached should be filed. The 
goal of this campaign is to improve compliance with the requirement 
to attach a Form 5471 to an income tax, partnership or exempt 
organization return.

Correspondence John Cardone
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State Income Tax Post-
TCJA and Louisiana 
Legislative Update
14 June 2019

Disclaimer

• This presentation is provided solely for educational purposes; it does not 
take into account any specific individual or entity’s facts and 
circumstances.  It is not intended, and should not be relied upon, as tax, 
accounting, or legal advice. Ernst & Young LLP expressly disclaims any 
liability in connection with the use of this presentation or its contents 
by any third party. 

• Neither EY nor any member firm thereof shall bear any responsibility 
whatsoever for the content, accuracy, or security of any third-party 
websites that are linked (by way of hyperlink or otherwise) in this 
presentation. 

• The views expressed by the presenters are not necessarily those of Ernst 
& Young LLP or other associated company or organization. 
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Today’s Presentation

1. Top 10 SALT Developments 2018

2.
State Responses to Tax Cuts and 
Jobs Act (TCJA)

3. Louisiana 2019 Regular Session

Key takeaways

States continue to interpret and react to the Tax Cuts and 
Jobs Act.  Conformity is key, including understanding the 
impact of the Federal consolidated return regulations.

The 2019 Regular Session of the Louisiana legislature ended 
on June 6th.  While certainly less turbulent than recent years, 
several key tax items passed.

Jeremy McMullin

Tax Manager, Indirect Tax

How did 2018 play 
out in the world of 
state tax?
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Top 10 state tax developments of 2018

1. US Supreme Court ruling in South Dakota v. Wayfair — time to say 
goodbye to the Quill physical presence test 

2. State responses to the TCJA 

3. State level tax reform in New Jersey and Kentucky

4. 20 new governors … how many new tax commissioners? 

5. The new “sin” taxes — sports betting and marijuana  

6. Utah Supreme Court affirmance of See’s Candy and the focus on 
transfer pricing 

7. San Francisco voters approve two new gross receipts taxes and 
economic nexus

8. Income and sales tax rate changes

9. Louisiana’s 2015 statutory limit on credit for taxes paid to other states 
is unconstitutional 

10. The short life of Seattle’s employer payroll tax   

When Congress 
enacts sweeping tax 
reform, can the states 
keep up?
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Key domestic provisions of the Tax Cuts and Jobs Act (TCJA) 
(P.L. 115-97)

Corporate tax rate and corporate alternative minimum tax

Interest expense deduction (§163(j))

Qualified property expensing (§168(k))

Net operating losses (§172)

Contributions to capital (§118)

Domestic production deduction repealed (§199)

*The code section references are to the current Internal Revenue Code.

State conformity to federal tax law changes

• Conformity is key!
• Which states conform? When did they conform? How did they conform?

• Federal taxable income (FTI) calculated under the Internal Revenue Code 
(IRC) typically is the starting point for determining state taxable income:
• When the IRC changes (e.g., base expansion, elimination of deductions, modifications of 

credits), the state tax base typically changes as well.

• States have different approaches in conforming to the IRC:

** Note: “Selective” states generally adopt only certain specific provisions of the IRC (typically, but not always, as of a specific fixed date), or
there are other circumstances that warrant a separate designation (for example, New Jersey and Pennsylvania have unique approaches in that 
they do not have general IRC conformity statutes like other states but generally default to the IRC as in effect for the applicable tax year via 
their statutory FTI starting points).

“Fixed”
• Conformity generally not 

automatic (state conforms to the 
IRC as of a specific date)

• Legislature can consider whether 
and when to conform to IRC 
changes

“Rolling”
• Conformity generally automatic 

(state automatically conforms to 
the IRC as enacted)

• Legislature must affirmatively 
consider whether to decouple 
from IRC changes

“Selective” **
• Conformity generally depends
• Legislature can consider whether 

and when to conform to IRC 
changes

• Or other circumstances warrant 
this separate designation
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Approach to IRC conformity (corporate)
“Fixed” vs. “rolling” vs. “selective” – as of April 8, 2019

AK

HI

ME

VT
NH

MANY
CT

PA

WV

NC

SC

GA

FL

IL
OHIN

MI

WI

KY

TN

ALMS

AR

LATX

OK

MOKS

IA

MN

ND

SD

NE

NMAZ

CO
UT

WY

MT

OR

ID

NV

CA
VA

MD

Key

Fixed

Rolling

Selective

No corporate 
income tax

Texas conforms to the 
IRC as of 1/1/2007.

RI

NJ

DE

DC

New Jersey and 
Pennsylvania
arguably could be 
classified as “rolling.”

WA

Michigan conforms to 
the IRC as of 1/1/2018 
(or at the option of the 
taxpayer, as in effect for 
the current tax year).

Generally, 
California
selectively 
incorporates 
certain 
specific 
provisions of 
the IRC as of 
1/1/2015.

Maryland is “rolling,” 
but if IRC changes 
impact Maryland 
income tax revenues > 
$5 million, then 
conformity is generally 
deferred one year.

Iowa currently conforms to the IRC as of 1/1/2015, 
but updates IRC conformity to 3/24/2018 for tax 
years beginning on or after 1/1/2019. For tax years 
beginning on or after 1/1/2020, Iowa becomes a 
“rolling” conformity state. 

State Responses to TCJA
Business interest expense limitation (Section 163(j))

Federal provision

• Limits deduction to net 
business interest expense that 
exceeds 30% of adjusted 
taxable income (ATI):
• Determination of ATI generally 

will be made at the 
consolidated tax-filer level 
(except partnerships).

• This new limitation applies to 
both related- and unrelated-
party debt (foreign or 
domestic).

• Initially, ATI computed 
without regard to depreciation 
(including depletion) and 
amortization, but beginning in 
2022, ATI is decreased by 
those items

• Unlimited carryforward of any 
disallowed interest expense

Key state implications

• Since this new interest expense deduction limitation will be part 
of the computation of a deduction used to determine FTI, and 
most states use FTI as the starting point to determine state 
taxable income, absent legislative decoupling, the states 
generally will follow the provision, presumably including its 
carryforward period:
• How the rule applies in specific states will depend upon how the state 

conforms to the IRC and, in particular, Section 163(j).

• In addition, the creation of a new carryforward attribute for disallowed 
interest creates uncertainty as to whether states will apportion it and 
whether they will impose limitations under Sections 381 and 382.

• Since most states don't follow the federal consolidated return 
regulations, and since the state filing group typically doesn’t 
match the federal filing group, the states might deviate from the 
federal treatment and seek to determine any limitation at the 
individual entity level.

• Moreover, to the extent that a state already provides for the 
addback of interest paid to related parties, the intersection of 
that state’s related-party interest expense addback rule could 
introduce increased complexity that may need to be addressed by 
the state’s legislature.
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Tax impacts of debt and acquisition of capital assets

Recall that, from a federal policy standpoint, the Section 163(j) business 
interest deduction limitation and full expensing of qualified property 
under Section 168(k) go hand-in-hand. However, in the state tax base an 
imbalance may exist.

State tax 
base

State Responses to TCJA
Section 951A

• A majority of states imposing income tax may 
potentially tax at least some component of a US 
corporate shareholder’s Section 951A  Global 
Intangible Low-taxed Income (GILTI) inclusion in 
the 2018 tax year.

• How a state treats GILTI may not necessarily 
depend upon how the state treats existing subpart 
F income under Section 951(a). It requires careful 
analysis of state statutory conformity to the 
federal determination of taxable income and 
presumably the subpart F regime.

• How GILTI will be reported on the federal income 
tax return could impact the state income tax 
treatment in some states.

• It is uncertain how GILTI will be treated for state 
apportionment factor purposes.

• State taxation of GILTI raises numerous US 
constitutional issues, particularly in separate 
reporting states. * Iowa generally conforms to post-TCJA IRC beginning in tax year 

2019.
Source: Ernst & Young LLP analysis of state laws as of October 23, 
2018 (exceptions may apply)

Key

Pre-TCJA fixed conformity (not taxable)*

Full modification to Section 951A (generally not 
taxable)

Special rules (taxability typically impacted by 
percentage ownership of subsidiary or state return 
filing methodology) or partial modification to Section 
951A

No modification to Section 951A (generally taxable)

No state corporate income tax 



June 14, 2019

7

State and local impacts
Section 250 deduction for GILTI and FDII

• How this new deduction will be reported on 
the federal income tax return could impact 
the state income tax treatment in some 
states.
• If the deduction is reported as a Line 29b “special 

deduction” for federal purposes, the analysis and 
resulting state impact could be different in 
certain states.

• States may find that the new deduction 
amount does not correspond to their effective 
tax rate and thus may want to decouple from 
the deduction.
• States may go in any direction — they may 

decouple from all or just a component of Section 
250. 

• Might the federal taxable income limitation 
operate differently for state purposes?

A
llow

 both

Allow FDII 
deduction

A
ll

ow
 n

ei
th

er

Allow GILTI 
deduction

State Responses to TCJA
SALT Cap Deduction “Workarounds” (Section 164)

Federal provision

• Limits the amounts of state 
and local taxes an individual 
can deduct for regular federal 
income tax purposes.
• Amended to cap the deduction 

to: 

• $10,000 for most individuals and 
married couples filing a joint 
return;

• $5,000 for married individuals 
filing separately.

• There were no changes to the 
provision in I.R.C. § 164 that 
allows for the deduction for 
taxes paid in connection with a 
trade or business.

• There were no additional 
limitations to I.R.C. § 170 on 
the deductibility of charitable 
contributions.

• TCJA Sec. 1103 actually increased the 
AGI limitation for individual donors’ 
cash contributions to operating 
charities from 50% to 60%.

Key state implications

• This is not really a state tax issue
• Interpretation is matter of FEDERAL tax law

• Two general approaches

• Tax shift approach
• New York’s Employer Compensation Expense Tax (ECET)

• Let’s shift the personal income tax to an employer payroll tax! 

• New York, New Jersey, and Connecticut government sponsored 
“charities”
• Make contributions to a “charity” and you get a tax credit against your state or 

local tax liabilities! (New York, New Jersey, Connecticut)

• IRS Proposed Regulations (REG-112176-18) (Fed. Reg. Aug. 27, 2018)

• Finalized on Tuesday June 11th

• Pass-through entity (“PTE”) tax 
• Connecticut, Wisconsin, Oklahoma, Louisiana
• Concerns?

• Will the IRS respect these new state laws?

• The federal SALT deduction limitation expires in 2025 unless Congress renews it. 
Will the states eliminate these PTE taxes? Or do they become a permanent fixture 
in the state’s tax system?

• Are PTE’s “pass-throughs” for state tax purposes anymore?

• Can a partner offset income in one PTE by losses in another?

• Will nonresident taxpayers receive an “other state tax credit” in their resident 
state for their share of the PTE tax paid to the nonresident state?

• New Jersey credit for NYC UBT.

• California denies credit for share of Texas margins tax imposed on PTE.

• Maine denies credit for New Hampshire BPE tax on PTE.
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With a balanced 
budget, will tax law 
change in Louisiana 
slow down?

Louisiana Tax Legislative Update
Income Tax

HB 263, Louisiana Regular Session 2019, Provides Relative To Loss Years for 
Purposes of the Net Operating Loss Deduction for Corporate Income Tax

• This legislation reverts the treatment of NOL utilization back to a FIFO method

• Act 24 (HB 116) Louisiana First Extraordinary Session 2016 reversed the order from the FIFO 
method to a LIFO method of utilization.

• Effective upon governor's signature, and applicable to all tax years beginning on and after January 1, 
2020.

• 72% utilization limitation remains in place
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Louisiana Tax Legislative Update
Income Tax

SB 223, Louisiana Regular Session 2019, Provides Relative to State Income 
Taxation of Subchapter S Corporations and Other Flow Through Entities

• This legislation provides an election that authorizes S corporations and other flow through entities to 
file and pay tax on their Louisiana income as if they were C corporations.

• The electing entities would pay state tax at the entity level as opposed to the shareholder/partner 
level. 

• The individual shareholders / partners / members would be allowed a federal income tax 
deduction equal to the federal income tax they would have paid on their LA net income if they had 
filed a C-corp return at the federal level. 

• The state tax rates these entities would be subject to are set at the rates tax of individuals filing 
married jointly: 2% on the first $25,000, 4% on the next $75,000, and 6% on income above 
$100,000. 

• Effective for tax periods beginning on and after January 1, 2019

• The law is intended to be a workaround of the federal state and local tax deduction cap.

• Will it achieve its intended goal?

Louisiana Tax Legislative Update
Sales and Use Tax

HB 547, Louisiana Regular Session 2019, Provides for the Administration of Tax 
Collection Related to Remote Seller Transactions

• This legislation requires dealers to collect and remit state and local sales and use taxes on a monthly 
basis on all taxable sales into Louisiana until the LA Sales & Use Tax Commission for Remote Sellers 
(”commission”) enforces the collection and remittance by remote sellers. 

• This law provides for administrative rules that require remote sellers to register with the commission 
no later than July 1, 2020, and clarifies that local taxes are remitted to state or local collectors. 

• This legislation also changes the applicability provisions in current law relative to the Commission 
from a final ruling in South Dakota v Wayfair, Inc. to any federal law that authorizes requiring remote 
sellers to collect and remit or U.S. Supreme Court decision that overrules the physical presence 
requirement. 

• Proposed law also expands the jurisdiction of the Louisiana Board of Tax Appeals (BTA) to all matters 
related to the Louisiana Sales and Use Tax Commission for Remote Sellers.
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Louisiana Tax Legislative Update
Credits and Incentives

HB 585, Louisiana Regular Session 2019, Adds structures Located in Opportunity 
Zones to the Property Eligible to Participate in the Restoration Tax Abatement 
Program

• Piggybacks on federal opportunity zones by expanding restoration tax abatement program eligibility, 
but not tie to participation in Federal program

• Created through the passage of the Tax Cuts and Jobs Act; Codified in IRC 1400Z-1 and 1400Z-2.

• Designed to incentivize long-term investments in economically distressed communities designated as 
Opportunity Zones.

• Taxpayers receive preferential tax treatment as a reward for investing capital gain in Opportunity 
Zones through investment vehicles called Qualified Opportunity Funds or “O-Funds”.

Opportunity Zones Program Overview

Thank you for your attention!
If you have any questions on today’s topics, 

I would be happy to answer them.

Jeremy.McMullin@ey.com
linkedin.com/in/jeremy-mcmullin



June 14, 2019

11

EY |  Assurance | Tax | Transactions | Advisory

About EY
EY is a global leader in assurance, tax, transaction and advisory 
services. The insights and quality services we deliver help build 
trust and confidence in the capital markets and in economies 
the world over. We develop outstanding leaders who team to 
deliver on our promises to all of our stakeholders. In so doing, 
we play a critical role in building a better working world for our 
people, for our clients and for our communities. 

EY refers to the global organization, and may refer to one or 
more, of the member firms of Ernst & Young Global Limited, 
each of which is a separate legal entity. Ernst & Young Global 
Limited, a UK company limited by guarantee, does not provide 
services to clients. Information about how EY collects and uses 
personal data and a description of the rights individuals have 
under data protection legislation are available via 
ey.com/privacy. For more information about our organization, 
please visit ey.com. 

No part of this document may be reproduced, transmitted or 
otherwise distributed in any form or by any means, electronic or 
mechanical, including by photocopying, facsimile transmission, 
recording, rekeying, or using any information storage and 
retrieval system, without written permission from Ernst & 
Young LLP. Any reproduction, transmission or distribution of 
this form or any of the material herein is prohibited and is in 
violation of US and international law. Ernst & Young LLP 
expressly disclaims any liability in connection with use of this 
presentation or its contents by any third party. 

© 2019 EYGM Limited.
All Rights Reserved.

ey.com




