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U.S. CEO Outlook 2015: The Growth Imperative 
in a More Competitive Environment
For U.S. CEOs in a variety of industries, the 
next three years will be challenging, 
exhilarating, and, more than likely, defining.

Last year, KPMG found U.S. CEOs upbeat 
about the three-year prospects for their 
companies. This year, two-thirds maintain 
that positive viewpoint or are even more 
optimistic about the road ahead.

This confidence, combined with an 
increasingly competitive business 
landscape, is driving more U.S. CEOs to 
pursue aggressive growth strategies that 
are geared toward inorganic growth and 
international expansion. These ambitious 

plans will take place in a tougher operating 
environment, characterized by:

Featuring the perspectives of 400 chief 
executives, as well as frontline insights 
from KPMG partners, KPMG’s U.S. CEO 
Outlook 2015 is a forward-looking 
examination of the next three years in 
business, exploring the most critical 
strategic issues of today and tomorrow.

increased threats from incumbent 
competitors and new entrants;

•

disruptive emerging technologies; and•

intensifying regulatory pressure•

Key Findings

65% Business optimism 
holds steady  

 Two thirds of U.S. CEOs either 
 have the same level of confidence 
or increased confidence about their business 
prospects in the next three years, though 
one-third are less confident.

73% Aggressive growth 
strategies prevail   

 For a vast majority of U.S. CEOs 
 (95%) a focus on growth is more 
important to their company’s well-being than 
a focus on operational efficiencies. This year 
73 percent of U.S. CEOs categorized their 
growth strategies as very aggressive.

54% Risk appetite 
increases  

 Fifty-four percent of CEOs feel 
 that they are not taking enough 
risk as it relates to their growth strategy. 
Forty-five percent say they are taking the 
right amount of risk, with only 1 percent 
stating that they are taking too much risk.

38% Capital targeted 
for geographic 
expansion  

 Geographic expansion is the top 
strategic priority over the next three years 
for the largest groups of U.S. CEOs (38%). 
Significant capital will be devoted to 
expanding into foreign markets, say 77 
percent of U.S. CEOs.

29% Inorganic growth 
set to rise

 Almost a third of U.S. CEOs say 
 their growth will be mostly 
inorganic over the next three years, 
compared with just 5 percent last year. Over 
the next 12 months 55 percent plan to 
undergo financial strengthening while, over 
the next three years, 54 percent say that 
acquisitions will be the top capital structural 
change.

48% Competitive 
environment gets 
tougher  

 CEOs are feeling that the 
competitive environment is escalating. 
Almost half (48%) are extremely concerned 
about competitors’ ability to take business 
away, and almost a third (30%) are anxious 
about new entrants disrupting their business 
models.
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http://www.kpmginfo.com/ceo-outlook2015/documents/CEOSurvey_2015-US-Revise-07-22-FINAL-R.pdf

The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or 
entity. Although we endeavor to provide accurate and timely information, there can be no guarantee that such information is accurate 
as of the date it is received or that it will continue to be accurate in the future. No one should act upon such information without 
appropriate professional advice after thorough examination of the particular situation.

69% Regulatory climate 
continues to have 
major impact  

 For a vast majority of U.S. CEOs, 
global economic growth (73%) and the 
regulatory environment (69%) are the two 
issues that have the most impact on 
their companies.
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Questions?
If you have any questions about this article please reach out to your 
KPMG engagement team or email us at us-kpmg-jp@kpmg.com.

For more information, download the full report below.

Download Now

55% Customer demand 
triggering 
transformations  Two 

 thirds of U.S. CEOs either have 
the same level of confidence or increased 
confidence about their business prospects in 
the next three years, though one-third are 
less confident.

84% CFO tabbed as 
gaining most clout 
in the C-suite   

  Asked to identify the C-suite 
officer who will become more important to 
their organization over the next three years, 
CEOs name chief financial officer (84%), 
chief operating officer (71%), chief 
information officer (52%), and chief 
marketing officer (45%).

http://www.kpmginfo.com/ceo-outlook2015/documents/CEOSurvey_2015-US-Revise-07-22-FINAL-R.pdf


The IRS on 12 August 2015 released a 
revenue procedure — Rev. Proc.2015-41—
providing guidance and updated procedures 
regarding advance pricing agreements 
(APAs). Rev. Proc. 2015-41 addresses the 
process of how to request and obtain an 
APA from the IRS’s Advance Pricing and 
Mutual Agreement (APMA) program and 
with respect to the administration of 
executed APAs.

Rev. Proc. 2015-41 [PDF 241 KB] updates 
and supersedes Rev. Proc. 2006-9, as 
modified by Rev. Proc. 2008-31 (which is 
also superseded).

U.S.: Explanation of New APA Guidance

JNET NEWSLETTER
Issue 4 – 2015

The taxpayer proposes to cover the 
license of intangible property to a related 
licensee that previously sold the 
intangible property to the licensor.

•

The taxpayer proposes to cover services 
that entail the use of intangible property 
to a related recipient that had previously 
sold the intangible property to the 
provider of the services.

•

In evaluating a platform contribution 
transaction in a cost sharing arrangement, 
APMA may also consider whether 
intangible development costs are being 
properly shared.

•

The taxpayer proposes a bilateral to 
cover sales of goods from a related 
manufacturer in a treaty country to a U.S. 
distributor, when the U.S. distributor 
resells most of those goods to a related 
distributor in another country.

•
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Background
A proposed version of this revenue 
procedure was released for public comment 
in Notice 2013-79 (the “draft APA revenue 
procedure”). Rev. Proc. 2015-41 was issued 
following IRS and Treasury Department 
consideration of public comments, and also 
reflects the continuing internal monitoring 
and modifications of APMA’s administrative 
procedures concerning effective 
administration of APAs.

The IRS also released Rev. Proc. 2015-40 
[PDF 245 KB] as guidance on the process of 
requesting and obtaining assistance under 
U.S. tax treaties from the U.S. Competent 
Authority (“CA assistance”), acting through 
APMA and the Treaty Assistance and 
Interpretation Team of the Deputy 
Commissioner (International), Large 
Business and International division of the 
IRS.

The discussion that follows explains the 
principal differences between Rev. Proc. 
2015-41 and Rev. Proc. 2006-9. When 
appropriate, the provisions of Rev. Proc. 
2015-41 will be compared and contrasted 
with the provisions of the “draft APA 
revenue procedure” or those of Rev. Proc. 
2015-40 with respect to “CA assistance.”

Reduced flexibility, rollback years, 
statute extensions
Rev. Proc. 2015-41 clarifies that APMA may 
require, as a condition of continuing with the 
APA process, that the taxpayer expand the 
proposed scope of its APA request to cover 
“interrelated matters” (interrelated issues in 
the same years, covered issues or 
interrelated issues in other years, and 
covered issues or interrelated issues in the 
same or other years as applied to other 
countries).

APMA will impose these requirements with 
due regard to considerations of principled, 
effective, and efficient tax administration—
and only after considering the views of the 
taxpayer and the applicable foreign 
competent authority. Further, APMA will 
communicate to the taxpayer any concerns 
about interrelated matters and possible 
scope expansion as early as possible.
Rev. Proc. 2015-41 provides some non-
exclusive examples of fact patterns that 
may present interrelated matters:



Other issues would include cases 
involving transactions within a global 
trading arrangement or involving hybrid 
entities or entities disregarded for U.S. 
tax purposes.

•

APA requestsRollback years may be formally covered 
within an APA. Under these provisions, a 
rollback will be included in an APA when a 
rollback is requested by the taxpayer and 
approved after coordination and collaboration 
between APMA and other offices within the 
IRS. In some cases, rollback will be required 
by APMA as a condition of beginning or 
continuing the APA process, after coordination 
and collaboration with other offices within 
the IRS.

Taxpayers in the APA process are required 
to execute consent agreements to extend 
the period of limitations for assessment of 
tax for each year of the proposed APA term. 
The required consent could be either general 
or restricted. Rev. Proc. 2015-41 expressly 
provides that APMA will coordinate and 
collaborate with other offices within the IRS 
and with the taxpayer on the type of consent 
the taxpayer will be instructed to execute. If 
a restricted consent is considered to be 
appropriate, the form of the consent will 
follow standardized language provided by 
APMA. In most cases, Rev. Proc. 2015-41 
provides that taxpayers are to submit a 
general consent.

The flexibility required of taxpayers requesting 
an APA under Rev. Proc. 2015-41 differs from 
that imposed on taxpayers requesting “CA 
assistance” under Rev. Proc. 2015-40. Unlike 
APA procedures, “CA assistance” is not 
denied if the taxpayer declines to cover 
additional interrelated issues or years or 
declines to extend the statute of limitation.

U.S.: Explanation of New APA Guidance
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The required contents of APA requests that 
were specified in the Appendix of the “draft 
APA revenue procedure” have been refined, 
but generally retained. Compared to Rev. 
Proc. 2006-9, these requirements are “front 
loaded” to allow APMA to make efficient 
decisions with respect to the case.

Rev. Proc. 2015-41 provides expanded 
guidance as to when an APA request will be 
considered complete. Insufficiency of filing 
may affect the date of filing for the request.

The taxpayer must obtain prior permission 
from APMA to file an abbreviated APA 
request. An abbreviated APA request that the 
taxpayer files without such permission will 
not be considered a complete APA request

Renewal requests have remained at 
$35,000 for each request that does not 
require a substantial expansion of the APA’s 
scope or a substantial change in the covered 
method(s), provided that the pertinent facts 
remain substantially the same.

Formal requirements, APA requests
Before filing an APA request, APMA invites
— and in some cases, requires —the 
taxpayer to meet with APMA in a pre-filing 
conference prior to filing the APA request. 
Similarly, APMA invites, and sometimes 
requires, the taxpayer to submit a pre-filing 
memorandum prior to filing the APA request.
 
A taxpayer that wants a pre-filing conference 
must submit its request as part of a 
mandatory or optional pre-filing 
memorandum. A pre-filing memorandum is 
mandatory if:

A mandatory pre-filing memorandum must 
have a length and include content 
appropriate to the size and complexity of the 
proposed covered issues, and must be in 
memorandum form. An optional pre-filing 
memorandum must have appropriate length 
and form, but format may be chosen by the 
taxpayer. A pre-filing memorandum must 
contain the following information:

The taxpayer seeks to file a unilateral 
APA request for an issue that could be 
covered by a bilateral APA;

•

The taxpayer seeks to file an abbreviated 
APA request; or

•

The covered issues involve certain 
intangibles issues, global trading, 
business restructuring, or certain 
unincorporated, pass-through, hybrid, or 
disregarded entities.

•

Changed APA user fees
Overall, the APA user fees have increased 
compared to those contained in Rev. Proc. 
2006-9.

Generally APA requests have increased 
from $50,000 to $60,000 for each 
request, except as otherwise specified.

•

Multiple APA requests filed by the same 
controlled group within a 60-day period, 
will be charged $60,000, plus $30,000 
for each foreign competent authority 
involved (if any) beyond the first two.

•

Whether the taxpayer seeks a pre-filing 
conference, and issues to be discussed

•

Three possible meeting dates•

Covered issue diagrams, if mandatory•

A list of all open back years and 
examination status

•

Name and taxpayer’s point of contact, 
including a Form 2848, as necessary

•

If mandatory and seeking an abbreviated 
APA request, must present proposed 
omissions and arguments therefor

•
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Effective date, transition rule

Rev. Proc. 2015-41 generally applies to 
all APA requests filed after 31 August 
2015.

•

An APA request filed after 31 August 
2015 may instead be filed under Rev. Proc. 
2006-9 only if a substantially complete 
APA request is filed under that revenue 
procedure no later than 29 December 
2015.

•

The covered issues involve certain 
intangibles issues, global trading, 
business restructuring, or certain 
unincorporated, pass-through, hybrid, or 
disregarded entities.

•

The 120-day allowance in section 4.07(2) 
of Rev. Proc. 2006-9 will not apply in 
determining the date on which a 
substantially complete APA request is 
considered filed under Rev. Proc. 2006-9.

•

APA requests filed on or before 29 
December 2015 must clearly state under 
which revenue procedure they are filed.

•

The KPMG logo and name are trademarks of KPMG International. KPMG International is a Swiss cooperative that serves as a 
coordinating entity for a network of independent member firms. KPMG International provides no audit or other client services. Such 
services are provided solely by member firms in their respective geographic areas. KPMG International and its member firms are 
legally distinct and separate entities. They are not and nothing contained herein shall be construed to place these entities in the 
relationship of parents, subsidiaries, agents, partners, or joint venturers. No member firm has any authority (actual, apparent, implied 
or otherwise) to obligate or bind KPMG International or any member firm in any manner whatsoever. The information contained in 
herein is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we 
endeavor to provide accurate and timely information, there can be no guarantee that such information is accurate as of the date it is 
received or that it will continue to be accurate in the future. No one should act on such information without appropriate professional 
advice after a thorough examination of the particular situation. For more information, contact KPMG's Federal Tax Legislative and 
Regulatory Services Group at: + 1 202 533 4366, 1801 K Street NW, Washington, DC 20006.

For more information, contact a tax professional with 
KPMG’s Global Transfer Pricing Services practice:

Steven Wrappe
408-367-4185
swrappe@kpmg.com

Jana Lessne
202-533-3066
jlessne@kpmg.com

The user fee for amendments to APAs 
increased from $10,000 to $12,500 for each 
amendment to a current unilateral, bilateral, 
or multilateral APA.

The “small case” taxpayer user fee increased 
from $22,500 to $30,000 for each eligible 
request, and the requirements have become 
more restrictive. Under Rev. Proc. 2015-41, 
an APA request is eligible for the small case 
APA user fee only if all of the following apply:

The aggregate value of the proposed 
covered issue(s) is not expected to 
exceed $50 million in any given year of 
the proposed APA years.

•

The aggregate value of any transfer of 
rights in, or rights to use, intangibles is 
not expected to exceed $10 million in 
any given year of the proposed APA 
years.

•

No proposed covered issue involves 
intangible property arising from, or 
otherwise related to, an intangible 
development arrangement.

•

The controlled group has sales revenues, 
within the meaning of Reg. section 
1.482-5(d)(1), of less than $500 million in 
each of its most recent three back years.

•

Questions?
If you have any questions about this article please reach out to your 
KPMG engagement team or the contacts listed with this article.
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A tale of two disruptions: tech innovation and 
cybersecurity
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Questions?
If you have any questions about this article please reach out to your 
KPMG engagement team or email us at us-kpmg-jp@kpmg.com.

The 2015 Technology Industry Outlook, 
now in its seventh year, reflects the 
perspectives from 111 U.S.-based 
technology executives. The publication 
highlights key tech industry trends 
including geographic expansion plans, 
emerging technology revenue streams, 
investment priorities, and risks to company 
growth.

In this year’s survey, tech leaders in the 
United States remain optimistic about a 
broader portfolio of revenue opportunities 
for technology companies. Mobile is firmly 
established as a platform changing the way 
we live and work, and it continues to lead 
expectations for revenue growth. A wide 
range of attractive revenue opportunities 
for tech companies also include healthcare 
IT, data & analytics (D&A), cloud, and social 
platforms.

Competition is fierce as start-ups and 
industry giants continue to redefine the 
pace of tech innovation and business 
transformation. The survey responses 
reflect the importance of innovation by the 
investment trends in R&D, M&A and 
employment expansion. Technology execs 
are encouraged by an improving U.S. 
economy, and their large cash positions 
provide great opportunities for investments 

to create competitive differentiation.

As the technology industry landscape 
evolves, so do respondents’ expectations 
about geographic opportunities. The United 
States and Canada are cited as leading 
markets for revenue growth. In another 
geographic shift, tech leaders indicate they 
are increasingly investing in jobs and 
manufacturing operations throughout the 
U.S., with increased focus in the Midwest 
and East Coast.

In this year’s survey, respondents reveal 
concerns about global economic and 
political uncertainty. Other risks to company 
growth include incremental tax and 
regulatory complexities in the United States 
and abroad.

As cyber attacks drive headlines around the 
world, tech companies, big and small, will 
continue to invest in the development and 
implementation of information security and 
IT risk management technologies. For tech 
companies, gaining and retaining customer 
trust is key even as next-gen cybersecurity 
solutions emerge to deal with this challenge.

We hope you find the publication insightful, 
and we welcome feedback about the 
findings or suggestions for next year’s 
survey.

For more information, download the full report below.

Download Now
Technology Industry Outlook Survey June 2015: A tale of two disruptions: 
tech innovation and cybersecurity > (PDF/3178KB)

http://www.kpmg.com/US/en/industry/technology/Documents/
technology-industry-outlook-publication.pdf

The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or 
entity. Although we endeavor to provide accurate and timely information, there can be no guarantee that such information is accurate 
as of the date it is received or that it will continue to be accurate in the future. No one should act upon such information without 
appropriate professional advice after thorough examination of the particular situation.
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Data and Analytics: A New Driver of 
Performance and Valuation

Questions?
If you have any questions about this article please reach out to your 
KPMG engagement team or email us at us-kpmg-jp@kpmg.com.

KPMG has been pleased to collaborate 
with Institutional Investor Research on this 
landmark study regarding the use of data 
and analytics (D&A).

Developments in D&A — including those in 
technology, communications, and real-time 
analytics — have continued to transform 
consumer behavior and to disrupt company 
business models worldwide over the last 
decade. We are confident that this impact 
will translate into shifts in valuation in the 
near term and that we are, in fact, already 
seeing evidence of this.

The findings of this research corroborate 
what we are hearing from corporate 
management and technology developers:

KPMG believes we are seeing the 
emergence of a new virtuous circle within 
D&A. Companies that invest wisely in data 
and analytics technologies and human 
expertise are likely to develop effective 
D&A strategies. As these strategies 
improve companies’ fundamental 
businesses and operating models, they 
achieve stronger competitive positions and 
higher market valuations. These results, in 
turn, encourage companies to continue 
developing the right data and analytics 
strategies.

We hope you find the results of this 
research valuable, and we look forward to 
discussing their implications with you.

For more information, download the full report below.

Download Now
Data and Analytics: A New Driver of Performance and Valuation 
> (PDF/2185KB)

https://www.kpmg.com/US/en/topics/data-analytics/Documents/
kpmg-d-a-main-report-for-web-28-june-2015.pdf

D&A is viewed as a formal strategy, not 
just as a disparate set of technology 
projects;

•

Many companies are starting to see 
disruption to their traditional business 
models as a result of D&A, and even 
more know that this trend is gathering 
momentum for the future;

•

This business model disruption is 
triggering a formal re-evaluation of 
enterprise value; and

•

Corporate management and financial 
analysts are searching for more 
consistency and rigor in the methods 
they use to assess D&A strategy.

•

KPMG International Cooperative (“KPMG International”) is a Swiss entity. Member firms of the KPMG network of independent firms 
are affiliated with KPMG International. KPMG International provides no client services. No member firm has any authority to obligate 
or bind KPMG International or any other member firm vis-à-vis third parties, nor does KPMG International have any such authority to 
obligate or bind any member firm. All rights reserved. Copyright © Institutional Investor LLC 2015 used under exclusive license by 
KPMG LLP.

Copyright © Institutional Investor LLC 2015. All rights reserved. All text and content of this research report are the exclusive property 
of Institutional Investor. The research and commentary in this document are intended to highlight results, trends, and patterns among 
respondents in this study. In no event should the content of this report be construed to constitute an investment recommendation or 
managerial advice from Institutional Investor or KPMG International, which commissioned this study.
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Michael Maekawa 
Partner, Audit
KPMG LLP
E: tmaekawa@kpmg.com

Auditing & Accounting Update
In this section, we provide brief updates 
on regulatory developments in auditing 
and accounting that may impact Japanese 
companies in the United States. Further 
discussion of the issues can be found in 
KPMG's Department of Professional 
Practice's Defining Issues

Go to Defining Issues 15-36 > 
http://www.kpmg-institutes.com/content/
dam/kpmg/financialreportingnetwork/pdf/
2015/defining-issues-15-36-employee-
benefit-plans.pdf

FASB Issues Simplifications for 
Employee Benefit Plans

EU Audit Reforms May Affect U.S. 
Companies

Go to Defining Issues 15-37 > 
http://www.kpmg-institutes.com/content/
dam/kpmg/financialreportingnetwork/pdf/
2015/defining-issues-15-37-eu-audit-
reforms.pdf

Go to Defining Issues 15-38 > 
http://www.kpmg-institutes.com/content/
dam/kpmg/financialreportingnetwork/pdf/
2015/defining-issues-15-38-revenue-
collectibility.pdf
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http://search.kpmginstitutes.com/?bigi=
1&q=Defining+Issues&x=0&y=0

In July 2015, the FASB issued ASU No. 
2015-12, (Part I) Fully Benefit-Responsive 
Investment Contracts, (Part II) Plan 
Investment Disclosures, (Part III) 
Measurement Date Practical Expedient 
(consensuses of the FASB Emerging 
Issues Task Force), which reduces 
complexity in employee benefit plan 
financial reporting and disclosure 
requirements. Specifically, the standard 
eliminates the requirement for plans to 
measure fully benefit-responsive 
investment contracts (FBRICs) at fair value 
and simplifies disclosure and presentation 
requirements about plan investments. 
Additionally, plans with a fiscal year-end 
that does not coincide with a calendar 
month-end may elect to adopt a practical 
expedient to measure investments and 
investment-related activity as of the month
-end date that is closest to their fiscal year
-end. The financial statements of plan 
sponsors are outside the scope of the new 
standard.

The ASU is effective for fiscal years 
beginning after December 15, 2015. Early 
adoption is permitted for financial 
statements not made available for issuance. 
Plans that have not yet issued their 2014 
financial statements may implement these 
changes. The new guidance about FBRICs 
and plan investment disclosures requires 
retrospective application. The new guidance 

for the measurement date practical 
expedient requires prospective application.

New European Union (EU) audit reforms 
will take effect by mid-2016 and may 
affect U.S. companies, especially those 
with an EU parent or those with banking, 
insurance, or certain other subsidiaries 
domiciled in the EU. Although the full 
effect of the reforms will not be known 
until June 2016 when all 28 EU countries 
should have completed incorporating the 
reforms into their respective national laws, 
this Defining Issues outlines some of the 
potential effects on U.S. companies.

FASB to Clarify Revenue Standard’s 
Collectibility and Completed Contracts 
Guidance
At its August 31 meeting, the FASB 
decided to clarify the guidance about 
collectibility and what constitutes a 
completed contract at transition to help 
entities implement the new revenue 
recognition standard. The proposed 
amendments will be included in an 
Exposure Draft with other improvements 
and clarifications to the revenue standard.

http://www.kpmg-institutes.com/content/dam/kpmg/financialreportingnetwork/pdf/2015/defining-issues-15-36-employee-benefit-plans.pdf
http://www.kpmg-institutes.com/content/dam/kpmg/financialreportingnetwork/pdf/2015/defining-issues-15-37-eu-audit-reforms.pdf
http://www.kpmg-institutes.com/content/dam/kpmg/financialreportingnetwork/pdf/2015/defining-issues-15-38-revenue-collectibility.pdf
http://search.kpmginstitutes.com/?bigi=1&q=Defining+Issues&x=0&y=0
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Go to Defining Issues 15-39 > 
http://www.kpmg-institutes.com/content/
dam/kpmg/financialreportingnetwork/pdf/
2015/defining-issues-15-39-sec-pay-ratio.
pdf

SEC Requires Pay Ratio Disclosure
On August 5, 2015, the SEC issued the final 
rule that requires registrants to disclose (1) 
the median annual total compensation of all 
employees excluding the principal executive 
officer (PEO), (2) the annual total 
compensation of the PEO, and (3) the ratio 
of the median annual total compensation of 
all employees to the PEO’s annual total 
compensation.

Pay ratio disclosure is required for fiscal 
years beginning on or after January 1, 2017 
for registration, proxy, and information 
statements, and annual reports that require 
Item 402 of Regulation S-K executive 
compensation disclosure. The rule does not 
apply to smaller reporting companies, 
emerging growth companies, foreign private 
issuers, MJDS filers, or registered 
investment companies.

EITF Continues Discussions on Prepaid 
Stored-Value Cards and Cash Flow 
Statement Issues
At its September 17, 2015 meeting, the 
FASB's EITF discussed two issues. While 
it reached agreement on various issues 
related to recognizing breakage for certain 
prepaid stored-value cards, it did not make 
a final decision about scope. It also 
continued discussions about certain cash-
flow statement issues.

FASB Proposes Changes to Materiality 
for More Effective Disclosures
On September 24, 2015, the FASB issued 
two Exposure Drafts (Proposed FASB ASU, 
Assessing Whether Disclosures Are 
Material and Proposed FASB Concepts 
Statement, Qualitative Characteristics of 
Useful Financial Information) as part of its 
Disclosure Framework project that would 
provide more flexibility and discretion for 
entities to provide material information in 
the notes to the financial statements.

for each specified good or service that it 
provides to its customer, and whether it 
controls each specified good or service 
before it is transferred to the customer. 
The proposed ASU also would provide 
indicators of when an entity controls a 
specified good or service, and include 
revised and new examples focused on 
linking the principal-agent conclusion to the 
notion of control and illustrating how an 
entity should use the indicators to support 
its evaluation of control.

The amendments in the proposed ASU 
would affect ASC Topic 606, which is not 
yet effective. The effective date and 
transition requirements for the amendments 
in this proposed ASU would be the same 
as the effective date and transition 
requirements in ASC Topic 606.

FASB Simplifies Measurement-Period 
Adjustments in Business Combinations
On September 25, 2015, the FASB issued 
ASU No. 2015-16, Simplifying the 
Accounting for Measurement-Period 
Adjustments, to eliminate the requirement 
for an acquirer to retrospectively adjust the 
financial statements for measurement-
period adjustments that occur in periods 
after a business combination is 
consummated. The ASU is effective for 
public business entities for annual periods, 
including interim periods within those 
annual periods, beginning after December 
15, 2015. For all other entities, the ASU is 
effective for annual periods beginning after 
December 15, 2016 and for interim periods 
beginning after December 15, 2017. Early 
adoption is permitted.

Go to Defining Issues 15-43 >
http://www.kpmg-institutes.com/content/
dam/kpmg/financialreportingnetwork/pdf/
2015/defining-issues-15-43-simplifies-
measurement.pdf

Go to Defining Issues 15-40 > 
http://www.kpmg-institutes.com/content/
dam/kpmg/financialreportingnetwork/pdf/
2015/defining-issues-15-40-principal-
agent.pdf

Go to Defining Issues 15-41 > 
http://www.kpmg-institutes.com/content/
dam/kpmg/financialreportingnetwork/pdf/
2015/defining-issues-15-41-eitf.pdf

Go to Defining Issues 15-42 > 
http://www.kpmg-institutes.com/content/
dam/kpmg/financialreportingnetwork/pdf/
2015/defining-issues-15-42-materiality.pdf
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FASB Proposes Amendments to 
Principal-Agent Guidance in Revenue 
Standard
On August 31, the FASB issued proposed 
ASU, Principal versus Agent Considerations 
(Reporting Revenue Gross versus Net), 
which would amend FASB ASC Topic 606, 
Revenue from Contracts with Customers, 
to clarify how to apply principal versus agent 
guidance for determining whether revenue 
should be presented gross (as a principal) 
or net (as an agent).

The proposed ASU would clarify that an 
entity determines the nature of its promise 

http://www.kpmg-institutes.com/content/dam/kpmg/financialreportingnetwork/pdf/2015/defining-issues-15-39-sec-pay-ratio.pdf
http://www.kpmg-institutes.com/content/dam/kpmg/financialreportingnetwork/pdf/2015/defining-issues-15-40-principal-agent.pdf
http://www.kpmg-institutes.com/content/dam/kpmg/financialreportingnetwork/pdf/2015/defining-issues-15-41-eitf.pdf
http://www.kpmg-institutes.com/content/dam/kpmg/financialreportingnetwork/pdf/2015/defining-issues-15-42-materiality.pdf
http://www.kpmg-institutes.com/content/dam/kpmg/financialreportingnetwork/pdf/2015/defining-issues-15-43-simplifies-measurement.pdf


Questions?

If you have any questions about this article please reach out to your KPMG 
engagement team or the contacts listed with this article.

FASB Proposes Further Amendments 
to Revenue Standard
On September 30, 2015, the FASB issued 
proposed ASU, Narrow-Scope 
Improvements and Practical Expedients, 
which is intended to clarify the application 
of the new revenue standard to collectibility, 
the date on which to measure noncash 
consideration, presentation of sales taxes, 
and transition.

Go to Defining Issues 15-44 >
http://www.kpmg-institutes.com/content/
dam/kpmg/financialreportingnetwork/pdf/
2015/defining-issues-15-44-revenue-
narrow-scope.pdf

FASB and PCC Propose to Eliminate 
Effective Dates for Private Company 
Alternatives

FASB Completes Technical 
Redeliberations on Leases
At its October 7 meeting, the FASB 
discussed comments received and follow-
up issues related to the external review of 
its proposed leases standard, and 
completed its technical decisions for the 
project. The Board will meet in early 
November to discuss effective date and 
cost-benefit considerations. The Board 
plans to issue an ASU on the new lease 
accounting requirements by the end of 
2015.

SEC Requests Comments on Financial 
Disclosures

Go to Defining Issues 15-47 >
http://www.kpmg-institutes.com/content/
dam/kpmg/financialreportingnetwork/pdf/
2015/defining-issues-15-47-leases-
technical.pdf

Go to Defining Issues 15-48 >
http://www.kpmg-institutes.com/content/
dam/kpmg/financialreportingnetwork/pdf/
2015/defining-issues-15-48-sec-regulation
-sx.pdfOn September 30, 2015, the FASB issued 

proposed ASU, Effective Date and 
Transition Guidance (a proposal of the 
Private Company Council), which would 
grant a private company an unconditional 
one-time election to adopt any of the four 
private company accounting alternatives 
developed by the PCC. The transition 
provisions of the proposal would allow a 
private company to forgo a preferability 
assessment the first time it elects the 
accounting alternatives within the scope 
of the proposed ASU. The proposed ASU 
would be effective immediately on issuance.

Go to Defining Issues 15-45 >
http://www.kpmg-institutes.com/content/
dam/kpmg/financialreportingnetwork/pdf/
2015/defining-issues-15-45-private-
companies.pdf

FASB Redeliberates Revenue Guidance 
on Licensing and Performance 
Obligations
At its October 5 meeting, the FASB 
redeliberated and, in general, tentatively 
decided to adopt its proposed revenue 
guidance about accounting for licenses of 
intellectual property and identifying 
performance obligations. The 
redeliberations were held in response to 
comment letters about the FASB's 
proposed ASU and its staff's outreach 
efforts.

Go to Defining Issues 15-46 >
http://www.kpmg-institutes.com/content/
dam/kpmg/financialreportingnetwork/pdf/
2015/defining-issues-15-46-licensing-
performance.pdf

Auditing & Accounting Update

10 / Jnet Newsletter: Issue 4 – 2015
© 2015 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member firms affiliated 
with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. Printed in the U.S.A. The KPMG name, logo and 
“cutting through complexity” are registered trademarks or trademarks of KPMG International.

On September 25, 2015, the SEC asked for 
comments about the effectiveness of 
required financial disclosures that companies 
make about acquired businesses, subsidiaries 
not consolidated and 50 percent or less 
owned persons, guarantors and issuers of 
guaranteed securities, and affiliates whose 
securities collateralize registered securities. 
This request is part of the Division of 
Corporation Finance’s review of public 
company disclosure requirements and its 
initiative to identify ways to streamline and 
simplify disclosure requirements.

http://www.kpmg-institutes.com/content/dam/kpmg/financialreportingnetwork/pdf/2015/defining-issues-15-44-revenue-narrow-scope.pdf
http://www.kpmg-institutes.com/content/dam/kpmg/financialreportingnetwork/pdf/2015/defining-issues-15-45-private-companies.pdf
http://www.kpmg-institutes.com/content/dam/kpmg/financialreportingnetwork/pdf/2015/defining-issues-15-46-licensing-performance.pdf
http://www.kpmg-institutes.com/content/dam/kpmg/financialreportingnetwork/pdf/2015/defining-issues-15-47-leases-technical.pdf
http://www.kpmg-institutes.com/content/dam/kpmg/financialreportingnetwork/pdf/2015/defining-issues-15-48-sec-regulation-sx.pdf


Tax Update
In this section of Jnet, we provide brief updates on legislative, judicial, and 
administrative developments in tax that may impact Japanese companies 
operating in the United States.

October 2015

Senate Foreign Relations Hearing on 
U.S.-Japan Treaty Held 
On October 29, the Senate Foreign Relations 
Committee held a hearing on pending 
income tax treaties and Protocols including 
a protocol to amend the U.S.- Japan Income 
Tax Treaty, which was signed in January 
2013. Robert Stack, Treasury Department’s 
Deputy Assistant Secretary for International 
Tax Affairs, and Thomas Barthold, Joint 
Committee of Taxation’s Chief of Staff, 
presented testimonies before the committee.

In addition to the protocol to amend the U.S.
-Japan Treaty, treaties and protocols with the 
following countries were discussed: 
Switzerland, Luxembourg, Hungary, Chile, 
Spain, and Poland. Also, the hearing covered 
the protocol to amend the OECD Convention 
on Mutual Administrative Assistance in Tax 
Matters.

Ratification requires the consent of the 
Senate. A signed tax treaty is first referred 
to the Senate Foreign Relations Committee 
for consideration. A public hearing for the tax 
treaty is typically held. The Senate Foreign 
Relations Committee then reports the treaty 
with a recommendation to the full Senate.

The Senate Foreign Relations Committee in 
early 2014 approved and reported tax 
treaties and/or Protocols with Switzerland, 
Luxembourg, Hungary, Chile, Spain, and the 
Protocol amending the OECD convention 
on mutual administrative assistance in tax 
matters. However, approval by the full 
Senate under unanimous consent motions 
had been blocked by Senator Rand Paul 
(R-KY).

In advance of the hearing, the Joint 
Committee on Taxation released an 

BEPS Final Recommendations: 
Reaction from Ways and Means Chair 

Internet Tax Moratorium Extended to 
December 11

On October 5, House Ways and Means 
Chairman Paul Ryan (R-WI) issued a 
statement, following the OECD’s release of 
final recommendations under the base 
erosion and profit shifting (BEPS) project.

The statement issued by the Ways and 
Means Committee criticizes the current U.S. 
tax system which discourages repatriation 
by pointing out that “trillions of dollars of 
American capital are locked out of the United 
States and, as a result, U.S. companies are 
being targeted by governments eager to tax 
away their earnings.”

The Ways and Means statement also 
criticized the fact that the Obama 
administration has not responded to earlier 
correspondence addressed to Treasury 
Secretary Jack Lew from both Chairman 
Ryan and Senate Finance Committee 
Chairman Orrin Hatch (R-UT), in which the 
leaders of the congressional tax writing 
committees outlined their concerns about 
Treasury’s planned country-by-country 
reporting that would reflect one of the BEPS 
initiatives.

The Internet Tax Freedom Act has been 
extended until December 11, 2015, as part 
of a continuing resolution to fund the federal 
government through December 11, as 
passed by Congress and signed by President 
Obama. The legislation prevents state and 
local governments from taxing internet 

explanation (JCX-136-15) of a Protocol to 
amend the U.S.-Japan Treaty on October 28.
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Tax Update

access, or imposing multiple or 
discriminatory taxes on electronic commerce. 
States and localities that had imposed and 
enforced taxes on internet access prior to 
October 1, 1998, may continue to do so 
under “grandfather provisions” (seven states 
impose tax internet access). With this most 
recent extension, the original three-year 
moratorium enacted in 1998 will have been 
extended a total of six times, including 
temporary extensions.

JCT’s Macroeconomic Estimate of 
Permanent “Bonus Depreciation” Bill

California: Federal Conformity 
Legislation Signed Into Law

On October 29, the House elected Paul 
Ryan (R-WI) to be its Speaker. After being 
sworn in, Ryan resigned his seats on the 
Committee on Ways and Means and the 
Joint Committee on Taxation. As a result, 
there will be a new chairman of the House 
Ways and Means Committee. 

It is not clear at this time when the new 
Ways and Means chair will be selected. 
Members of the committee who have 
expressed interest in becoming the next 
chairman include: Rep. Kevin Brady (R-TX), 
Rep. Devin Nunes (R-CA), and Rep. Pat 
Tiberi (R-OH).  The committee announced 
that Sam Johnson (R-TX), the committee's 
most senior member, will serve as interim 
chairman.

With Ryan leaving, the Ways and Means 
Committee, it also is possible that another 
Republican will be added as a member to 
the committee.

Who will be Next Ways and Means 
Chairman?

On October 21, the Treasury Department 
and IRS released a notice of proposed 
rulemaking concerning the definition of 
married couples for purposes of provisions 
in the Code.
 

Proposed Regulations Defining 
“Married Couples” for Tax Purposes

The Joint Committee on Taxation (JCT) 
issued a report—JCX-134-15 (October 27, 
2015) — describing the macroeconomic 
effects of H.R. 2510, “Bonus Depreciation 
Modified and Made Permanent,” as ordered 
by the House Committee on Ways and 
Means.
 
H.R. 2510 would make “bonus depreciation” 
permanent and would modify certain rules 
applicable to qualified leasehold 
improvements, passenger automobiles, and 
long-term contracts. The bill also would 
make permanent and modify the election to 
increase the alternative minimum tax (AMT) 
credit in lieu of bonus depreciation; would 
provide rules for certain partnerships with a 
single corporate partner; and would provide 
special rules for fruit- and nut-bearing plants.

The JCT report includes a table showing 
that, without taking into account 
macroeconomic effects, H.R. 2510 is 
estimated to decrease revenues to the 
federal government by approximately 
$280.7 billion over the 10-year budget 
period.  However, the table also shows that 
the bill is estimated to result in 
approximately $13.7 billion of additional 
revenues over that period due to the bill’s 

positive macroeconomic effects.  Thus, 
taking into account the macroeconomic 
impact, the JCT estimates that the bill would, 
on a net basis, decrease revenues by 
approximately $267 billion over the 10-year 
budget period.

The JCT used its Macroeconomic 
Equilibrium Growth (MEG) model to simulate 
the macroeconomic effects of the bill. The 
JCT report indicates that growth generated 
by an increase in the stock of capital 
resulting from the bill is projected to reduce 
the revenue loss from the bill by about 
$30.7 billion over the 10-year budget period.  
However, an increase in interest rates 
generated by the increase in federal debt 
resulting from the bill is expected to 
increase the cost of federal debt service by 
about $17 billion over that same period. 
Thus, the overall budgetary effects of 
changes in economic growth are projected 
to reduce the deficit by $13.7 billion over the 
10-year budget period.

The proposed regulations note that after 
decisions of the U.S. Supreme Court, the 
IRS and Treasury determined that, for 
federal tax purposes, marriages of couples 
of the same-sex are to be treated the same 
as marriages of couples of the opposite-sex 
and that prior guidance using terms such as 
“husband,” “wife,” and “husband and wife” 
are to be interpreted in a neutral way to 
include same-sex spouses as well as 
opposite-sex spouses.

Governor Brown signed legislation 
(Assembly Bill 154) updating California’s 
conformity to the Internal Revenue Code. 
Unlike most states, California does not adopt 
the Internal Revenue Code as a whole, but 
conforms only to specified Code sections. 
Assembly Bill 154 updates California’s 
general “specified date” of conformity from 
January 1, 2009, to January 1, 2015 
applicable to tax years beginning on or after 
January 1, 2015. As such, California will 
generally conform to numerous changes that 
were made to federal income tax laws during 
that six-year period, except as otherwise 
provided.
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Department of Revenue has statutory 
authority to require a taxpayer to file a 
combined return with certain of its affiliates if 
the Department is unable to fairly reflect the 
taxpayer's adjusted gross income through 
use of its other discretionary powers.

The Department argued that the taxpayer 
must be forced to file a combined return 
because (1) the taxpayer and its affiliates 
were engaged in a unitary business and (2) 
the payment and deduction of royalties and 
management fees to affiliates distorted the 
taxpayer’s Indiana source income.

The Indiana Tax Court rejected the 
Department’s claims pointing out that (1) it 
would render Indiana’s separate-entity taxing 
scheme superfluous if a taxpayer could be 
required to file a combined return simply 
because it was engaged in a unitary business 
and (2) the intercompany transactions with 
the affiliates were arm’s length and did not 
distort the taxpayer’s Indiana source income 
based on the transfer pricing study prepared 
for federal purposes.

North Carolina: “Contingent” business 
tax reform is enacted
In North Carolina, the governor on 
September 18, signed House Bill 97 — the 
long-delayed budget bill — that includes tax 
reform measures affecting business 
taxpayers. In general, assuming companion 
legislation is enacted, the measures are 
effective January 1, 2016. Hence, these 
provisions are “contingent.”

Among the changes affecting business 
taxpayers are measures providing for:

A corporate income tax rate reduction to 
3% if a threshold amount in the “general 
fund” is satisfied by taxes collected for 
the preceding fiscal year

•

A phase-in of the single sales factor 
apportionment over a three-year period

•

Related member interest disallowance 
rules

•

Franchise tax base changes•

Sales tax base expansion•
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Pre-filing procedures are required only 
with respect to requests involving 
taxpayer-initiated positions so that APMA 
can decide whether to accept the matter.

•

Taxpayers will not be required to expand 
the scope of a competent authority 
request to include interrelated issues or 
additional years as a condition of receiving 
competent authority assistance.

•

It is clarified that the USCA may consult 
with taxpayers with respect to certain 
additional issues that may arise in 
connection with competent authority 
requests, such as issues relevant to the 
determination of foreign tax credits and 
repatriation payments.

•

for requests for discretionary LOB relief 
is increased.

Additional guidance is provided on 
requesting discretionary determinations 
under the limitation on benefits (“LOB”) 
articles of U.S. tax treaties. The user fee 

•

The USCA will not condition assistance 
on the taxpayer's notification of the 
USCA, or on obtaining its concurrence, 
with respect to signing a standard Form 
870 with IRS Examination. Similarly, a 
taxpayer will not be required to obtain the 
USCA's agreement prior to entering into 
a closing agreement or similar agreement 
with IRS Examination, but in these cases 
the assistance provided by the USCA will 
be limited to seeking correlative relief 
from the foreign competent authority, 
thus potentially not eliminating double 
taxation.

•

Additional information is provided on the 
process followed by the USCA in 
conducting its review under the 
simultaneous appeals procedure.

•

Clarifications and refinements are made 
with regard to the bases on which the 
USCA may decline to accept a competent 
authority request or may cease providing 
assistance.

•

Rev. Proc. 2015-40 generally is effective for 
competent authority requests filed on or 
after October 30, 2015.

Rev. Proc. 2015-41 addresses the process 
of requesting and obtaining APAs from 
APMA and provides guidance on 
administration of executed APAs. It updates 
and supersedes Rev. Proc. 2006-9, as 
modified by Rev. Proc. 2008-31. A proposed 
version of this revenue procedure was 
released for public comment in Notice 
2013-79.

The major changes made by Rev. Proc. 
2015-40 include the following:

August 2015
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New Revenue Procedures on 
Competent Authority Assistance, APAs
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On August 12, the IRS released two revenue 
procedures that offer guidance on the 
process for taxpayers to request and obtain 
the assistance of the U.S. Competent 
Authority (“USCA”) under the U.S. network 
of income tax treaties (Rev. Proc. 2015-40) 
and that provide guidance regarding the 
advance pricing agreement (“APA”) 
program (Rev. Proc. 2015-41).

Rev. Proc. 2015-40 concerning the USCA 
Assistance represents substantial changes 
from Rev. Proc. 2006-54 and the draft 
revenue procedure in Notice 2013-78. The 
processes set forth in Rev. Proc. 2015-40 
are generally welcomed by taxpayers 
because the processes 1) are intended to 
encourage broad access to the Advance 
Pricing and Mutual Agreement program 
(“APMA”) for USCA assistance; 2) allow 
taxpayers to maintain control over the scope 
of their access to these processes; and 3) 
provide for clarified and enhanced taxpayer 
involvement in certain aspects of these 
processes.

The new procedures also demonstrate an 
effort to better align the USCA processes 
with those of Article 14 of the Organisation 
for Economic Cooperation and Development 
(“OECD”) base erosion and profit shifting 
(“BEPS”) initiative, which relates to 
improvements in dispute resolution as well 
as other ongoing OECD initiatives to improve 
competent authority processes.

The major changes made by Rev. Proc. 
2015-40 include the following:

Rev. Proc. 2015-41 generally applies to all 
APA requests filed after August 31, 2015.

It is clarified that APMA may require, as a 
condition of continuing with the APA 
process, that the taxpayer expand the 
proposed scope of its APA request to 
cover interrelated matters and/or 
additional years.

•

Rollback years may be formally covered 
within an APA.

•

Taxpayers are required to execute consent 
agreements to extend the period of 
limitations for assessment of tax for each 
year of the proposed APA term.

•

The user fees for APA requests are 
increased. Total user fees may be reduced 
for multiple APA requests filed by the same 
controlled group within a 60-day period.

•

A pre-filing memorandum is mandatory if 
1) the taxpayer seeks to file a unilateral 
APA request for an issue that could be 
covered by a bilateral APA; 2) the taxpayer 
seeks to file an abbreviated APA request; 
or 3) the covered issues involve certain 
intangibles issues, global trading, business 
restructuring, or certain unincorporated, 
pass-through, hybrid, or disregarded entities.

•
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Delaware: Unclaimed Property Reform 
Signed Into Law
Senate Bill 141, which adopts certain reforms 
to Delaware’s unclaimed property law, was 
signed into law.

Most significantly, the look-back period for 
unclaimed property audits is now limited 
generally to 22 years. Historically, Delaware 
auditors have gone back as far back as 1981.

Further, Senate Bill 141 requires that the 
state must notify the unclaimed property 
holder of its right to enter into a voluntary 
disclosure agreement (“VDA”) under which 
a shorter 19-year look back period is applied 
if the holder completes a review of its 
records and make payment (or enter into a 
payment plan) within two years of filing its 
VDA application.

Senate Bill 141 also reinstates the 
imposition of interest on late or unremitted 
unclaimed property amounts reported and 
remitted on or after March 1, 2016, at the 
rate of 0.5 percent per month (not to exceed 
25 percent of the unpaid amount). Imposition 
of interest was eliminated in June 2014.

Finally, Senate Bill 141 requires that an 
employee of the holder — rather than a 
third-party adviser—be named as the 
primary contact for all unclaimed property 
correspondence.
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U.S. persons residing abroad claiming 
additional child tax credit

•

Calculating foreign earned income 
exclusion – Self-employed individual

•

Sourcing of fringe benefits for FTC 
limitation

•

U.S. territories – Determining bona fide 
residency status

•

Sourcing of salary and compensation•

Calculating foreign earned income 
exclusion – Employee

•

Payee documentation for treaty benefits•

Effectively connected income (ECI)•

The practice units often discuss the 
theories and legal authorities for examiners 
to rely upon when challenging a particular 
transaction, and identify documents an 
examiner will request and review.

LB&I - 12 New International “Practice 
Units” Released
During August 2015, the IRS’s Large 
Business and International (“LB&I”) division 
released 12 additional “practice units,” or 
training aids, intended to describe for IRS 
agents leading practices for specific 
international and transfer pricing issues and 
transactions covering the following areas:

Branch-level interest tax concepts•

Non-services FDAP income•

Short-term loan exclusion from United 
States property

•

Bona fide residence test for purposes of 
qualifying for IRC section 911 tax benefits

•



Questions?

If you have any questions about this article please reach out to your KPMG 
engagement team or the contacts listed with this article.

ANY TAX ADVICE IN THIS COMMUNICATION IS NOT INTENDED OR WRITTEN BY KPMG TO BE USED, AND CANNOT BE USED, BY A CLIENT 
OR ANY OTHER PERSON OR ENTITY FOR THE PURPOSE OF (i) AVOIDING PENALTIES THAT MAY BE IMPOSED ON ANY TAXPAYER OR (ii) 
PROMOTING, MARKETING OR RECOMMENDING TO ANOTHER PARTY ANY MATTERS ADDRESSED HEREIN.

The views and opinions are those of the author and do not necessarily represent the views and opinions of KPMG LLP. All information provided is of 
a general nature and is not intended to address the circumstances of any particular individual or entity.
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Published since 1997, Jnet is issued quarterly to update you on audit, accounting, tax, and other 
business issues relevant to Japanese companies operating in the United States.
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provide seamless services. Our specialists are able to provide objective advice to help organizations 
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