
CPAs bring instant credibility to the witness stand.
Unlike many expert witnesses, it is generally assumed that the 

CPA will testify honestly and offer the court a carefully reasoned and 
supported opinion. The well-recognized credential speaks for itself, 
initially setting the bar a little higher for opposing counsel. 

But why? What is unique about the CPA credential?
High Honesty and Ethics Ratings

A recent Gallup poll ranked nurses and police officers at the top 
of professions for honesty and ethics. Among business professionals, 

accountants consistently 
rank at or near the top, 
slightly behind the clergy. 

Perhaps this high rank-
ing is due, in part, to the 
heavy emphasis the profes-
sion places on professional 
skepticism, due diligence 
and independence. 
The CPA License

Every CPA is an accoun-
tant, but not all accountants 
are CPAs. Only CPAs are 
licensed and qualified as 
independent auditors. 

In their undergraduate 
studies, accounting students 
learn in Auditing 101 the 
concepts of professional  
independence and profes-
sional skepticism.

For the CPA, those con-
cepts have been drilled through additional college study and  
cemented during preparation and study for the uniform CPA  

examination. Both concepts have been reduced to professional  
auditing standards.
The Mind-set

Professional skepticism is, according to the American Institute of 
Certified Public Accountants (AICPA), “an attitude that includes a 
questioning mind and a critical assessment of audit evidence. The  
auditor uses the knowledge, skill and ability called for by the profession 
of public accounting to diligently perform, in good faith and with  
integrity, the gathering and objective evaluation of evidence.” 

The professional standard specifically requires that a CPA’s  
perception of management’s honesty is not to be a basis for reducing 
the quality or quantity of hard evidence to be studied.

Once ingrained in the professional mind, those concepts of  
independence are fiercely protected and tend to carry over into 
every aspect of the CPA’s professional work. Even in non-audit  
engagements, the CPA must be careful to conduct the engagement 
with integrity.

The preamble to the AICPA professional ethics standards says, in 
part, “In discharging their professional responsibilities, members may 
encounter conflicting pressures from among each of those groups. In 
resolving those conflicts, members should act with integrity, guided by 
the precept that when members fulfill their responsibility to the public, 
clients’ and employers’ interests are best served.”

Most states have professional standard regulations forbidding  
activities discreditable to the profession and incorporating the  
independence and objectivity standards into all professional services, 
not just auditing.
Minimum Certification Requirements

The qualifications to be licensed as a CPA vary from state to state, 
but at a minimum the candidate must:

◆  Earn a B.A. or B.S. degree, plus at least 30 more hours of  
undergraduate study (five years total) or a master’s degree,  
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Despite the increasing digitization of business and society 
today, most law firms continue to be buried in paper. 
Lawyers work with enormous amounts of information 

and much of that remains on plain old paper.
Indeed, as other areas of business have become more and 

more paperless, “document management” for most firms remains 
mired in printouts, photocopies and manual workflow. 
Remove the Burden of Paper

Can a law firm ever become truly paperless? Probably not. 
But a great number of documents – everything from client files 

to contracts or depositions –  
remain unnecessarily on paper. 

Removing the burden of paper 
associated with these common 
documents can result in improved 
firm profitability and performance 
by eliminating the inherent delays 
and complexities of an archaically 
paper-bound process.
The ‘Clutterless’ Office 

Moving to a less-paper approach 
is a strategy that many law firms 
have successfully deployed, and the 
growing trend across the board is 
toward further automation. 

But rather than focus on “going 
paperless” firms should instead 
work to improve access to informa-
tion, reduce physical storage  

requirements and boost workflow efficiency overall. In short, 
don’t strive for paperless per se, but rather “clutterless.”
Create a Fresh Look

If you have looked at scanning and document management 
systems in the past and were hesitant to act, now is the time to 
take a fresh look. 

Once costly and complex, modern document management 
systems are affordable, easy to use, and available from  
everyone from your local copier vendor to specialized software  
integrators focused on the legal market. 

These systems allow firms to capture and digitize paper 
documents, and then distribute, search and archive that  
information in ways that are simply not possible using  
traditional paper files.
Lack of a Strategy Costs You

The price of document management systems has dropped 
dramatically in recent years. But if you still wonder about the 
investment, consider a recent study that conducted a search of 
more than 10,000 documents looking for a specific topic,  
author and data range. 

A manual search of paper files performed by a staff of  
paralegals took 67 hours and found 15 documents. The same 
search, performed using a document management system,  
required 4.5 seconds and found 20 documents. 

Capture the Value 
One important document management concept is known as 

Capture: Image Capture and Data Capture. When you scan a 
paper document, you literally capture an image of that  
document. Scanning and capturing images in lieu of printing or 
copying is at the core of eliminating filing cabinets and storage 
boxes. 

Data capture allows firms to quickly search for and easily 
retrieve documents based on keyword data – such as client 
name, case number or date. This query function provides  
immediate access to documents electronically and is a much 
better approach than pawing through file drawers and storage 
boxes. 
What to Look For

Originally developed decades ago using specialized  
equipment, today’s document management solutions use  
common scanners and office copiers, and the approaches can 
be implemented without extensive or expensive technical  
support. Here are some important characteristics to look for in 
a potential solution.

✱  Easy Integration with existing copiers and scanners is a must. 
Most systems work with all major brands, and your copier 
vendor likely has a solution offering available already  
built in. 

✱  Full Text Searching allows users to locate a document by  
logical queries of words contained within the document 
(or within the document profile).

✱  Audit Trail capability is essential to know who is working on 
a document, when they started editing and what they did, 
and to prove an appropriate chain of custody. 

✱  Remote Document Access allows you to work from anywhere 
with a laptop or to access all documents for a particular 
client/matter via 
laptop in court.

✱  Document Versioning is 
essential to keep 
track of different 
versions of the same 
document and al-
lows access to any 
previous version 
without losing cur-
rent version information. 

✱  Document Retention should be part of a system that will  
automatically archive older documents to save digital 
storage space and to ensure proper records management 
protocols. 

Document management systems have evolved from tools 
for the simple scanning of paper into a more a broadly strategic 
and intelligent approach to process workflow.

Many law firms are seeing the benefits. Using these  
next-generation tools could be your secret weapon to greater 
profitability and performance. – Kevin Craine, M.B.A. 

Document management for law firms
It’s not just about going paperless any more

Don’t strive for 

paperless per se, 

but rather ‘clutterless.’
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including 30 hours of advanced  
accounting study.

◆  Pass a rigorous, uniform, nationally 
administered comprehensive exam on 
auditing, taxation, financial reporting 
and accounting, business entities,  
regulations, ethics, business law and 
professional responsibilities.

◆  In many states, an apprenticeship of 
one or two years under the supervision 
of an experienced CPA is required.

Professional ethics are studied through-
out the undergraduate process, into the 
professional licensing examination and 
continuously thereafter.
Continuous Training

To maintain a CPA license, the practi-
tioner must earn at least 40 hours of  
continuing professional education per 
year, including a minimum of core credit 
hours and four hours of professional ethics 
every second year. 

Among many other topics, the current 
AICPA continuing education catalog lists 
conferences on expert witness skills and 
business valuations, a forensic accounting 
certificate program, and business and  
divorce valuation classes.

Business and Industry 
Understanding

The nature of their business demands that 
many CPAs be involved in professional  
engagements over a cross-section of  
businesses and industries. They are trained to 
analyze business performance over  
specific time periods within a business, and 
by comparison to other businesses or indus-
try-wide statistics. They are trained to  
interpret the numbers so management and 
other users can find profitable meanings in 
them.

Not all CPAs regularly engage in tax 
work, but all CPAs must study and be tested 
on individual and corporate tax law as part 
of the licensing process. This training brings 
to every engagement an intuitive consider-
ation of whether and how tax issues might 
affect the project.

The hallmark of the CPA profession is its 
professional integrity and objectivity. CPAs 
are trusted business advisers with extensive 
training and education whose profession 
seeks first to serve the public interest. 

Users have high expectations of CPAs for 
honesty and ethical dealings, and those  
expectations – historically realized – attend 
the CPA on the witness stand. – Gregory T. 
Douds, J.D., CPA 

1. Lack of preparation 
This is basic, but it’s true. The more 

you know your analysis, the better 
things will go. That’s not the pitfall. The 
pitfall is to be unprepared because of 
fee constraints. 

Make sure the client and attorney 
know how much your preparation will 
cost. You deserve to be paid for your 
preparation time and should bill and 
collect for it.
2. New opinions 

Do not testify to opinions on which 
you were not asked to opine. In deposi-
tions and at trial, opposing attorneys 
may attempt to get you to offer  
opinions on areas outside your area of 
expertise and outside your scope.
3. Growth 

Make sure that your growth rate 
and margins are supported by the  
capital expenditures necessary to 
achieve that growth.
4. Discount rates 

Most of us use either the modified 
capital asset pricing model or the 
build-up model. 

Remember that these models are 
only a means to an end. Basic financial 
theory says the discount rate must 
reflect the risk in achieving the  
projected earnings or cash flow. 
5.  Guideline public company 

method 
Use public companies if you can 

find them. Don’t use them if you can’t. 
Don’t be afraid to discard this method 
if there are no appropriate companies. 
Recognize that you are looking for 
guideline companies, not exact replicas 
of the subject company being valued.
6. Standard of value 

Simply stated, know the standard of 
value that applies. 

Furthermore, know the definition 
of the standard of value in the particu-
lar venue. For example, fair market 
value for marital dissolution may be 

defined differently than the 
standard definition in the tax arena.
7.  Guideline company  

transaction method 
Two words here … be careful. 
Transactions are usually fairly com-

plicated, and often there are unknown 
aspects of a transaction that can affect 
value. If either the buyer or seller is a 
public company, then there may be  
details of the transaction in public  
disclosures that can give the analyst 
more comfort. 

The bottom line is the more details 
of a transaction you know, the greater 
the reliability of the information.
8.  Discounts and specific 

company risk 
Don’t double count. If you adjust for 

a risk factor in the specific company 
risk component of a discount rate, 
don’t also apply a discount to the value 
for the same factor. 

For example, key person risk can be 
adjusted in the discount rate or as a 
discount, but not both.
9. Averaging

If the individual value indications 
from the application of different meth-
ods are very far apart, averaging them 
will not help. Often, one of the value 
indications will be far apart from the 
others due to data limitations or other 
factors. If this is the case, don’t be afraid 
to reject the method.
10. Transaction perspective 

Under fair market value, the per-
spective is from both a hypothetical 
buyer and a hypothetical seller. Some 
analysts focus only on the buyer and 
ignore the seller.

There are also other pitfalls to look 
for, but the 10 above should be avoided 
to enable valuation analysts to properly 
present and defend their work. 

As always, the particular facts and 
circumstances will greatly affect the 
above factors. 

Valuations testimony can  
be a tricky business

Expert Witness continued from front

Over the years, this newsletter has presented many court  
case summaries that have highlighted testimony made by  
valuations experts. 

Here is a list of 10 common pitfalls to watch out for that valuation 
analysts sometimes experience when testifying. 
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How well do you handle the busi-
ness side of your practice?

Like it or not, the legal profession 
is a business, too – a business that 
grows more competitive every year. 
Yet attorneys are trained to represent 
clients in legal matters and aren’t  
necessarily trained to run a business.

Law firms face important business 
challenges. Providing legal services is 
not recession-proof, as we’ve learned 
in recent years.

To generate funds to pay for 
growth, a business must maximize 
productivity while maintaining high 
levels of client service.

Law firms must become more 
innovative in capitalizing on  
“knowledge management.” They must 
manage the firm’s intangibles and  
intellectual capital, including relation-
ships, ideas and processes, and make 

them available throughout the firm.
The right technology and business 

management tools are crucial to  
improve efficiency, increase produc-
tivity and capture every dollar of 
time, billing and expenses.

A plan for growth will provide: 
✱ A well-thought-out analysis of 

whether the growth you have 
planned will make a good profit 

✱ A realistic estimate of costs and 
anticipated costs. 

✱ An understanding of what 
prospective clients really want and an 
effective marketing plan to reach them 

✱ An understanding of what you 
have to do to compete with other law 
firms – and how you are different 
from other firms 

✱ The ability to borrow money to 
fund growth with substantial 
evidence and authoritative number 

crunching to convince a lender that 
the risk is reasonable.

Accurate financial projections are 
vital to setting realistic growth goals. 
Law firms increasingly hire experi-
enced advisers for guidance in setting 
and achieving growth goals.

These professionals can ask the 
hard questions, crunch the numbers, 
challenge unwarranted assumptions 
and help formulate plans for growth 
that are reasonable. They can also 
spot ways in which value is not being 
maximized.

Having a measure of distance from 
the practice of law itself, experienced 
advisers can identify which services 
are most or least profitable and which 
have the greatest potential. Successful 
firms increasingly rely upon analyses 
by other professionals in setting and 
meeting growth goals. ■

Do you have a plan for your practice?

The technical information in this newsletter is necessarily brief. No final conclusion on these topics should be drawn without 
further review and consultation. Please be advised that, based on current IRS rules and standards, the information contained herein is 
not intended to be used, nor can it be used, for the avoidance of any tax penalty assessed by the IRS.      © 2014 CPAmerica International
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