
ATTACHMENT B 

EXAMPLE FORMULAS FOR BALANCE SHEET ADJUSTMENTS 

The formulas below provide examples of the balance sheet adjustment formulas used in the APA Program’s CPM spreadsheet 
model.14 The formulas below are applicable to the operating margin profit level indicator. The APA Program’s calculations measure 
balance sheet intensity by reference to the denominator of the profit level indicator (e.g., for the Berry ratio, the denominator used 
is operating expenses). Therefore, the formulas vary for each profit level indicator. 

Definitions of Variables: 

AP = average accounts payable 

AR = average trade accounts receivable, net of allowance for bad debt 

cogs = cost of goods sold 

INV = average inventory, stated on FIFO basis 

opex = operating expenses (general, sales, administrative, and depreciation expenses) 

PPE = property, plant, and equipment, net of accumulated depreciation 

sales = net sales 

h = average accounts payable or trade accounts receivable holding period, stated as a fraction of a year 

i = interest rate 

t = entity being tested 

c = comparable 

Equations: 

Example Assuming Profit Level Indicator is Operating Margin: 

Receivables Adjustment (“RA”): RA = {[(AR / sales ) x sales ] - AR } x {i/[1+(i  x h )]} t t c c c

Payables Adjustment (“PA”): PA = {[(AP / sales ) x sales ] - AP } x {i/[1+(i  x h )]} t t c c c

Inventory Adjustment (“IA”): IA = {[(INV / sales ) x sales ] - INV } x it t c c 

PP&E Adjustment (“PPEA”): PPEA = {[(PPE / sales ) x sales ] - PPE } x it t c c

Then Adjust Comparables as Follows: 

adjusted sales = sales + RA  c c 

adjusted cogs = cogs + PA - IA  c c 

adjusted opex = opex - PPEA c c 

Deletions From Cumulative 
List of Organizations 
Contributions to Which 
are Deductible Under Section 
170 of the Code 

Announcement 2010–24 

The Internal Revenue Service has re
voked its determination that the organi

zations listed below qualify as organiza
tions described in sections 501(c)(3) and 
170(c)(2) of the Internal Revenue Code of 
1986. 

Generally, the Service will not disallow 
deductions for contributions made to a 
listed organization on or before the date 
of announcement in the Internal Revenue 
Bulletin that an organization no longer 
qualifies. However, the Service is not 
precluded from disallowing a deduction 
for any contributions made after an or

ganization ceases to qualify under section 
170(c)(2) if the organization has not timely 
filed a suit for declaratory judgment under 
section 7428 and if the contributor (1) had 
knowledge of the revocation of the ruling 
or determination letter, (2) was aware that 
such revocation was imminent, or (3) was 
in part responsible for or was aware of the 
activities or omissions of the organization 
that brought about this revocation. 

If on the other hand a suit for declara
tory judgment has been timely filed, con
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tributions from individuals and organiza individual contributors, the maximum de- Alpha Assistance, Inc. 
tions described in section 170(c)(2) that duction protected is $1,000, with a hus- Desoto, TX & Norcross, GA 
are otherwise allowable will continue to band and wife treated as one contributor. DPA Alliance Corporation 
be deductible. Protection under section This benefit is not extended to any indi- Provo, UT 
7428(c) would begin on April 12, 2010, vidual, in whole or in part, for the acts or Interpreter Referral Service 
and would end on the date the court first omissions of the organization that were the Chicago, IL 
determines that the organization is not de- basis for revocation. Knapp Foundation 
scribed in section 170(c)(2) as more partic- Provo, UT 
ularly set forth in section 7428(c)(1). For 

Announcement of Disciplinary Sanctions From the Office
 
of Professional Responsibility
 
Announcement 2010-25 

The Office of Professional  Responsi
bility (OPR) announces recent disciplinary 
sanctions involving attorneys, certified 
public accountants, enrolled agents, en
rolled actuaries, enrolled retirement plan 
agents, and appraisers. These individuals 
are subject to the regulations governing 
practice before the Internal Revenue Ser
vice (IRS), which are set out in Title 31, 
Code of Federal Regulations, Part 10, and 
which are published in pamphlet form as 
Treasury Department Circular No. 230. 
The regulations prescribe the duties and 
restrictions relating to such practice and 
prescribe the disciplinary sanctions for 
violating the regulations. 

The disciplinary sanctions to be im
posed for violation of the regulations are: 

Disbarred from practice before the 
IRS—An individual who is disbarred is 
not eligible to represent taxpayers before 
the IRS. 

Suspended from practice before the 
IRS—An individual who is suspended is 
not eligible to represent taxpayers before 
the IRS during the term of the suspension. 

Censured in practice before the 
IRS—Censure is a public reprimand. Un
like disbarment or suspension, censure 
does not affect an individual’s eligibility 
to represent taxpayers before the IRS, but 
OPR may subject the individual’s future 
representations to conditions designed to 
promote high standards of conduct. 

Monetary penalty—A monetary 
penalty may be imposed on an individual 
who engages in conduct subject to sanc
tion or on an employer, firm, or entity 
if the individual was acting on its behalf 
and if it knew, or reasonably should have 
known, of the individual’s conduct. 

Disqualification of appraiser—An 
appraiser who is disqualified is barred 
from presenting evidence or testimony in 
any administrative proceeding before the 
Department of the Treasury or the IRS. 

Under the regulations, attorneys, cer
tified public accountants, enrolled agents, 
enrolled actuaries, and enrolled retirement 
plan agents may not assist, or accept assis
tance from, individuals who are suspended 
or disbarred with respect to matters consti
tuting practice (i.e., representation) before 
the IRS, and they may not aid or abet sus
pended or disbarred individuals to practice 
before the IRS. 

Disciplinary sanctions are described in 
these terms: 

Disbarred by decision after hearing, 
Suspended by decision after hearing, 
Censured by decision after hearing, 
Monetary penalty imposed after hear
ing, and Disqualified after hearing—An 
administrative law judge (ALJ) conducted 
an evidentiary hearing upon OPR’s com
plaint alleging violation of the regulations 
and issued a decision imposing one of 
these sanctions. After 30 days from the 
issuance of the decision, in the absence of 
an appeal, the ALJ’s decision became the 
final agency decision. 

Disbarred by default decision, Sus
pended by default decision, Censured by 
default decision, Monetary penalty im
posed by default decision, and Disqual
ified by default decision—An ALJ, after 
finding that  no answer to OPR’s  complaint  
had been filed, granted OPR’s motion for a 
default judgment and issued a decision im
posing one of these sanctions. 

Disbarment by decision on appeal, 
Suspended by decision on appeal, Cen

sured by decision on appeal, Monetary 
penalty imposed by decision on ap
peal, and Disqualified by decision on 
appeal—The decision of the ALJ was 
appealed to the agency appeal authority, 
acting as the delegate of the Secretary 
of the Treasury, and the appeal authority 
issued a decision imposing one of these 
sanctions. 

Disbarred by consent, Suspended by 
consent, Censured by consent, Mone
tary penalty imposed by consent, and 
Disqualified by consent—In lieu of a  
disciplinary proceeding being instituted 
or continued, an individual offered a con
sent to one of these sanctions and OPR 
accepted the offer. Typically, an offer 
of consent will provide for: suspension 
for an indefinite term; conditions that the 
individual must observe during the sus
pension; and the individual’s opportunity, 
after a stated number of months, to file 
with OPR a petition for reinstatement af
firming compliance with the terms of the 
consent and affirming current eligibility 
to practice (i.e., an active professional 
license or active enrollment status). An 
enrolled agent or an enrolled retirement 
plan agent may also offer to resign in order 
to avoid a disciplinary proceeding. 

Suspended by decision in expedited 
proceeding, Suspended by default de
cision in expedited proceeding, Sus
pended by consent in expedited pro
ceeding—OPR instituted an expedited 
proceeding for suspension (based on cer
tain limited grounds, including loss of a 
professional license and criminal convic
tions). 

OPR has authority to disclose the 
grounds for disciplinary sanctions in these 
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