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BARFIELD, MURPHY, SHANK & SMITH
JOINS FORCES WITH HINDSMAN, P.C.
LOCAL FIRM
NATIONAL KNOWLEDGE
GLOBAL REACH

CPA firms come in many shapes and
sizes. Different knowledge levels, different
specialties, different pricing structures and,
most importantly, different philosophies
for serving clients. So, how do you find
a firm that is just the right fit for your
organization?
Members Todd Hindsman, CPA and Scott Hindsman, CPA with Caryn Stark, CPA.

Barfield, Murphy, Shank & Smith continues its planned growth strategy across Alabama
by announcing its merger with Hindsman, P.C., a Gadsden-based CPA firm. The merger
officially took place on January 1, 2018 bringing the combined entity to about 170 employees. The firms have consolidated under the name Barfield, Murphy, Shank & Smith,
LLC.
BMSS ranked 12th on Accounting Today’s 2017 Regional Leaders list for the Top Firms
in the Gulf Coast region, with $18.3 million in annual revenue and an expected $20.5 by
the end of 2017. Additionally, BMSS has been named a Best Place to Work by numerous
publications, including the Wall Street Journal and Accounting Today.
Hindsman, P.C. has evolved from its formation in 1928 by founder George King. Scott
and Todd Hindsman became the managing shareholders in 1995. “Much of our firm’s
growth and success has come through the support of the local businesses and community,” said Todd Hindsman. “We look forward to being able to continue supporting
the growth of our clients’ businesses with access to additional resources gained in this
merger.”
Currently, Hindsman, P.C. provides a broad range of accounting, tax, audit and advisory
services to both businesses and individuals throughout northeast Alabama. These services also include a robust, outsourced bookkeeping practice as well as payroll services.
The firm works with clients in a variety of industries such as medical practices, manufacturing and construction.

At Barfield, Murphy Shank & Smith, our
business philosophy is simple. We provide
peace of mind. What’s important to you is
important to us. Knowlege is key. Deadlines
are met. Costs are fair. And, relationships
matter.
When BMSS began in 1991, it was with
the idea that an accounting firm could be
different, could stand out from other firms.
The goal was to provide employees with a
place where they could have a career and
a life outside of work. A place where a
person is not just viewed as billable hours
but as a vital part of the team. This way of
thinking is not just applied internally but
externally to clients as well. We want to
provide uncommon service to our clients
and become a trusted advisor to your
business, not just a number cruncher.

“For many years, we have witnessed, admired and respected how BMSS has taken care
of its people and its clients throughout the state,” said Scott Hindsman. “Their culture
and primary mission closely mirror ours. The skill sets of both firms are complementary
to one another. It just seemed to make sense to bring the two firms together.”

We recognize that no two clients are alike,
which is precisely why our engagements
are tailored to suit your particular needs.
With BMSS, you won’t be under-serviced,
over-billed, lost in the crowd or left with
unmet expectations. We are large enough
to offer specialized expertise, yet small
enough to value personal relationships.

Hindsman, P.C. is comprised of two partners, three certified public accountants, and
support staff bringing the total to 12 in all. As the team joins BMSS, Scott Hindsman and
Todd Hindsman will continue to manage the local office which will maintain its location
at 2010 Club Drive in Gadsden.

With our remarkable, talented team in
your corner, success is on the horizon and
peace of mind around the corner.

“This merger is significant for all of us,” said BMSS Founding Partner Don Murphy. “In
Hindsman, P.C., we found people who, like us, could add real value at every stage of an
organization’s life cycle with strengths that complement and extend our own. Beyond
that, we feel that they’re a great fit with our people, our culture and our mission of
delivering an exceptional client experience.”

For more information, please visit our
website at www.bmss.com.

3

B E YO N D T H E B OT TO M L I N E

www.BMSS.com

NONPROFIT ENTITIES: NEW REPORTING RULES WILL AFFECT
YOUR FINANCIAL STATEMENTS
by Patrick W. Bowman, CPA 
On August 8, 2016, the Financial
Accounting Standards Board issued new
rules for nonprofits, FASB Accounting
Standards Update 2016-14, Presentation
of Financial Statements of Not-for-Profit
Entities in an effort to make the financial
statements more useful to end users.
Not only does this make information
more useful, but it also alleviates some
of the headaches in preparing the
financial statements. The new standard
simplifies and clarifies a nonprofit entity’s
requirements as well as providing a
framework for more consistency when it
comes to financial reporting.
So, what changes does Update 2016-14
include?
For starters, the classification of net assets
at the end of a period have been changed.
Nonprofit entities will no longer need to
present their classification of net assets
into three hard-to-define classes in the
Statement of Financial Position:
1. Unrestricted;
2. Temporarily Restricted; and
3. Permanently Restricted.
Instead, net assets will be classified in the
Statement of Financial Position as:
1. With Donor Restrictions, or
2. Without Donor Restrictions
In addition, these changes apply to the
Statement of Activities.
Disaggregation is also required for certain
board designations, appropriations or
internal transfers either on the face of
the financial statements or in the notes.
(An example would be contributions
designated by the Board for quasiendowment would be backed out of
contributions on the face of the financial
statements and reported in items
considered to be non-operating).
Under the new standard, nonprofits
may continue to present cash flows from

operations using either the direct or
indirect method. However, nonprofits
will no longer be required to present the
indirect method reconciliation if the direct
method is used.
The new standard also adds requirements
for including new disclosures to enhance
financial statement data for users of
financial statements. The following is a
list of disclosures that will be required for
nonprofit entities to address once they
have adopted the new standards.
Liquidity
Liquidity disclosures must provide
qualitative and quantitative information
about liquid assets available to meet the
cash needs for general expenditures within
one year of the Statement of Financial
Position date. Availability of a financial asset
may be affected by:
Nature,
External limits imposed by donors,
grantors, laws and contracts with
others,
Internal limits imposed by governing
board decisions.
Use of resources
A new enhanced disclosure is required for
amounts and purposes of governing board

designations, appropriations and/or similar
actions that result in self-imposed limits
on the use of resources without donorimposed restrictions. To enhance readers’
understanding of the donor restrictions,
footnote disclosures will be required
to include the timing and nature of the
restrictions, as well as the composition
of net assets with donor restrictions at
the end of the period. The disclosures
will continue to show an analysis by time,
purpose and perpetual restrictions.
Expenses
An analysis of expenses by both function
and natural classification will be required
for all nonprofits on a separate statement,
on the face of the Statement of Activities,
or in the footnotes. While a separate
Statement of Functional Expenses is not
required, it may be the most effective
presentation option for nonprofits with
more than one program. Additional
disclosures will also be required regarding
specific methodologies used to allocate
costs among program and support
functions.
Endowments
Underwater endowments will now be
reflected in the “with donor restrictions”
category instead of the “without donor
restrictions”. Additionally, the following
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must be included in the disclosure:
The nonprofit’s policy and any actions taken during the
period regarding appropriations from the underwater
endowment funds;
The fair value of the funds;
The original gift amount or level required by the donor or
law to be maintained; and
The aggregate amount by which the funds are underwater.
Investment expenses
Investment return expenses must be reported net of external
and direct internal investment expenses and disclosure of those
netted investment expenses is no longer required.
Placed-in-service approach
In the absence of explicit donor stipulations, use the placed-inservice approach for reporting expirations of restrictions on gifts
of cash or other assets to be used to acquire or construct a longlived asset. The option to imply a time restriction and release the
restriction over an asset’s useful life will no longer be permitted.

www.BMSS.com

Operating measures
Disaggregation required for certain board designations,
appropriations, or internal transfers will be required either on the
face of the financial statements or in the notes.
While we have not gone into great depth regarding the changes
the update will bring, we hope that it provides some guidance
and information to help facilitate a discussion with your BMSS
auditor. The update is effective for years beginning after
December 15, 2017.
Regardless of whether you elect early adoption or wait until
the update goes into effect, you must adopt all provisions in the
year of adoption. If you have comparative financial statements
prepared, you must adopt all provisions for the prior year
presentation except analysis of expenses by nature and function,
disclosures around liquidity and availability of resources.
If you have any questions about how these rules may pertain to you,
please contact your BMSS representative. We are happy to walk you
through the complex ins and outs of the new reporting standard as it
relates to you and your nonprofit.

“PHANTOM STOCK”
AWARDS: WHAT ARE
THEY AND WOULD
THEY BENEFIT YOUR
COMPANY?

by Daniel J. Brock, CPA, CVA
If you are looking to reward and incentivize key members of your management
team, you may want to consider a “phantom stock” award. Phantom stock awards
give employees a stake in the potential
growth in value of your company without
giving them the legal rights of a stockholder, such as voting or dividend rights. This
allows full legal control of the company to
remain with the current ownership team
while providing your key leaders with an
incentive to stay with you and help drive
that growth.
The employee will not have to pay for
the stock or recognize taxable income at
fair market value in the form of compensation. This means there is no adverse
effect on them when the plan is started

like there would be with traditional stock
options.
The award is typically payable upon either
a sale of the business or the retirement of
the key employee but you have the freedom to set a different triggering event,
such as making a portion of the bonus
payable when the value of the company
reaches a certain threshold.
For a closely-held company, one of the
key components of a phantom stock
plan will be determining the value of the
award. This sets the baseline and the
final value on which the bonus will be
paid. There are many different business
valuation methods that could be used for
this purpose. One of the more common

methods would be a multiple of historical
cash flows, with the multiple depending on a variety of factors such as your
industry, competitors, experience of your
management team or other risks specific
to your business.
A Certified Valuation Analyst (CVA)
would be able to assist you with all aspects of determining the value to be used
in the award calculation.
If you’d like to discuss your options for phantom stocks further, please contact one of our
BMSS valuation specialists. They are available
to answer any questions you may have and
provide you with steps for setting up a phantom stock award plan.
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ARCHITECTS & ENGINEERS - HOW WILL THE NEW TAX
REFORM AFFECT YOUR BUSINESS?

by Bill Lorimer, CPA
In the wake of the largest tax bill since the Tax Reform Act of
1986, business owners are trying to process the implications to
the tax dollars owed to the IRS.
One of the most complex areas of the new legislation is a
20 percent deduction for pass-through businesses. These
types of businesses are S-Corporations, sole proprietorships,
partnerships and limited liability companies (LLC) taxed as
partnerships. The deduction is based on the qualified business
income of an eligible trade or business.
However, the bill adopted a number of limitations on a
company’s ability to qualify for the deduction. Code Section
199A disallows the deduction for a Specified Services Business
which is defined as:

“...any trade or business involving the performance of
services in the fields of health, law, accounting, actuarial
science, performing arts, consulting, athletics, financial
services, brokerage services, or any trade or business
where the principal asset of such trade or business is the
reputation or skill of one or more of its employees”.
Architects and engineers have specifically been excluded from
this definition and, thus, may be eligible for the deduction.
Unfortunately, it’s never that easy when Congress gets involved!
There are plenty of other limits based on your taxable

income and wages paid in the company to consider before
you can utilize the deduction. If there are no limitations to the
deduction, the maximum effective tax rate for qualified business
income will be 29.6 percent.
The Historical Tax Credit
Originally, the House version of the tax bill called for the
elimination of the Historical Tax Credit (HTC) entirely. The
Senate’s plan called to keep the HTC but spread the current 20
percent credit for recognized historic structures over a period
of five years, a move that would have diluted the credit’s impact.
The conference committee in reconciling the House and Senate
bills decided to modify the transition rule. Though not the most
favorable outcome, the fact that the credit survived the reform
at all is a win.
For many Americans, the Tax Cuts and Jobs Act has simplified
the tax filing for individuals with the reduction or elimination
of various itemized deductions along with the increase of the
standard deduction. Even though the seven tax brackets stayed
in the bill, the top bracket fell 2.9 percent to a maximum of 37
percent. Unfortunately, the simplification did not extend to the
business filers. This makes planning with your tax advisor of high
importance in 2018.
Please contact your BMSS representative if you have any questions or
if you would like to discuss the new tax law and how it affects your
business further.
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ALABAMA ACCOUNTABILITY ACT - TAX PLANNING
OPPORTUNITY FOR YOU
by Todd Hindsman, CPA
Under the Alabama Accountability Act (AAA), taxpayers have
the opportunity to receive a tax credit for up to half of their
state tax liability (capped at $50,000). This is accomplished by
gifting money to a Scholarship Granting Organization (SGO)
who then distributes the funds to non-public schools
throughout the state. As a result of the recently signed tax law,
taxpayers are now severely limited in the amount they can deduct for state and local taxes (deduction cap is now $10,000).
The benefit for applying for a credit under the AAA program
is that on your Federal return, the amount paid for AAA is a
charitable deduction instead of a state tax deduction. Unlike
the state tax deduction, charitable deductions generally are not
limited and are fully deductible. Additionally, since any amount
you contribute reduces your state tax liability, you may consider
reducing your planned state withholding or estimated tax payments by the same amount.
This is a valuable benefit for those who take advantage of this.
Note: the state allots a specific amount ($30,000,000), and we
expect the allotment to be reserved quickly. Therefore, we
would encourage you to act quickly, if interested, before the
opportunity is gone.

Consider the simplified example below for 2018 - your benefit
could be higher or lower based on the amount you choose to
reserve and your 2017 State of Alabama tax liability.
No AAA Contribution:
State tax liability: 		
Property taxes: 			
Total state and property taxes:
Maximum state and property tax
deduction on Federal return:

$20,000
$5,000
$25,000
$10,000

With AAA Contribution of $10,000 (50% of state
liability):
Total state and property taxes:
$15,000
Maximum state and property tax
deduction on Federal return:
$10,000
Federal charitable contribution:
$10,000
Federal deduction: 		
$20,000 ($10,000+$10,000)
Reduction in Federal taxable
income: 			

$10,000 ($20,000-$10,000)

Tax savings at 35%: 		

$3,500

STEPS TO MAKE A CONTRIBUTION TO A QUALIFIED SCHOLARSHIP GRANTING
ORGANIZATION (SGO) IN ALABAMA
PART 1: Creating a My Alabama Taxes Account

If this is your first time to claim an income tax credit, you will need to create a My Alabama Taxes (MAT) account through the
Alabama Department of Revenue Website.
*If you have claimed credits in the past, you can skip this step and log in with the username and password you have already established.
Things you will need before you can set up a MAT account and get started: Your Social Security number - Your Alabama Adjusted
Gross Income (AGI) from your previous year’s state tax return. Your federal AGI will not work.
Step 1: Go to myalabamataxes.alabama.gov and click NEW USER? SIGN UP HERE button below the sign in button.
Step 2: From the drop-down box, scroll down to choose INDIVIDUAL INCOME TAX and add your Social Security number and
your previous year’s Alabama AGI.
Step 3: Choose a username, password, SECRET QUESTION and SECRET ANSWER.
Note: Please record your username and password and keep it somewhere safe, you will need this again next year.
Step 4: Enter your personal contact information.
Step 5: Determine whether or not to allow others to access your accounts. If you use a CPA or professional accounting firm, you
will probably want to allow them access to your account.
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Alabama Accountability Act... Continued
Step 6: Before you leave the final screen, we suggest you print the final confirmation screen with your login details or write them
down somewhere for safekeeping. You will receive an email or text with an Authorization Code that you will need the first time you
log into the MAT system. You are now done with the ADOR MAT registration process.

PART 2: Registering your donation with a state-approved SGO.

To claim your tax credit, you will be using your My Alabama Taxes (MAT) portal on the Alabama Department of Revenue website.
Step 1: Go to myalabamataxes.alabama.gov. Sign in using your personal username and password. You will be prompted to enter
the Authorization Code that you received in order to sign in.
Step 2: Once you are signed in, click on DONATE TO SGO from the menu on the right-hand side of the page.
Step 3: Enter your personal information and select your preferred SGO from the drop-down list. Make sure to enter the exact
dollar amount of your donation.
Step 4: PRINT YOUR CONFIRMATION SCREEN AND MAIL YOUR CHECK THE SAME DAY. IMPORTANT NOTES ABOUT
CHECKS: Checks must be for the same amount as the donation amount entered on MAT and must be written from your personal
account.

BMSS NEWS
Welcome to Our Newest Employees!
BMSS would like to welcome and introduce the newest members of our team. We are fortunate to have the opportunity to add
these talented professionals to our rank of experienced and knowledgeable employees. Please join us in giving them a warm welcome if you see them when visiting our offices.
For the 2018 busy season, we have hired the following interns to help us during this extremely busy time.
•
•
•
•
•
•
•
•
•

Matthew Berube
Reid Denson
Cinda Hodge
Jusdon Motes
Mason Murphy
Cheyenne Redus
Emily Roberts
Ellie Smith
Will Granthum, Marketing Intern (not pictured)

Gearing up for busy season with a ton of training, but that doesn’t mean we can’t have fun!

In addition to the interns, please welcome our new accountant to the Riverchase office. Molly Smith is joining our firm as a Senior
Accountant. Be on the lookout for her bio on our website under Our People in the near future!
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