UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

ADMINISTRATIVE PROCEEDING
File No. 3-21214

IN THE MATTER OF,

JOSHUA ABRAHAMS, CPA,

Respondent.

JOINT STIPULATION FOR ADDITIONAL DEPOSITIONS

April 27, 2023 Thomas Zaccaro
HUESTON HENNIGAN LLP
523 West 6 Street
Suite 400
Los Angeles, CA 90014

Attorneys for Joshua Abrahams
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The Securities and Exchange Commission’s (“SEC™ or the “Commission™)
Division of Enforcement (“Division™) issued an Order Instituting Proceedings (“OIP”)
and instituted this proceeding against Joshua Abrahams (“Respondent™ or “Mr.
Abrahams™) on October 21, 2022, seeking a remedy under Rule 102(e)(1)(ii) of the
Commission’s Rules of Practice.

Mr. Abrahams, a certified public accountant (“CPA™), was formerly an audit partner for
PricewaterhouseCooper LLP (“PwC”). At all relevant times for this action, Mr. Abrahams served
as PwC’s lead engagement partner for Mattel, Inc. (“Mattel”).

The OIP alleges that Mr. Abrahams, in conducting the interim review of Mattel’s third
quarter 2017 financial statements (“Q317 Review”) and the audit of Mattel’s fiscal year-end 2017
financial statements (“2017 Audit”), engaged in improper professional conduct within the meaning
of Section 4C of the Exchange Act and Rule 102(e) of the Commission’s Rules of Practice.
According to the OIP, Mattel made a $109 million error in calculating the amount of a valuation
allowance against its deferred tax assets in the third quarter of 2017 (the “Valuation Allowance
Calculation™) because it allegedly applied a deferred tax liability from an indefinite-lived asset (i.c.,
intellectual property associated with “Thomas the Train Engine”) to the valuation allowance
(“Thomas Error™).

The OIP further alleges that Mr. Abrahams failed to comply with multiple PCAOB
professional standards, including interim review standards, identifying and assessing risks of
material misstatement, audit evidence, audit documentation, audit of internal controls over financial
reporting, communications with audit committees, and due care in the performance of work. The
OIP also alleges that Mr. Abrahams failed to maintain independence from his audit client by
engaging in prohibited human resource services for Mattel.

The OIP designated this proceeding as one under the 120-day timeframe specified in Rule
of Practice 360(a)(2)(i), 17 C.F.R. § 201.360(a)(2)(i). The jointly proposed hearing date is
currently set for January 29, 2024. Undersigned counsel recognize that this case involves
numerous individuals with knowledge of relevant facts. In addition, the Division did not take

investigative testimony from any witnesses except Mr. Abrahams.
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In a proceeding involving a single respondent, Rule 233 of the SEC Rules of Practice
permits each side to depose three witnesses as of right, 17 C.F.R. § 201.233(a)(1). Rule 233
permits either side to notice two additional depositions upon a showing of “compelling need,™
§ 201.233(a)(3).

The parties agree that five depositions each, for a total of ten depositions, is appropriate and
necessary in this case. The parties also agree that these additional depositions will not be
unreasonably cumulative or duplicative or unduly delay the hearing. The parties also have agreed
that, solely for the purposes of this action, expert depositions may be conducted in addition to the
five fact depositions per side.

A. Cross-Noticed Deponents

| 8 Chip Lightfoot (PwC’s Senior Tax Partner)

Mr. Lightfoot was one of two PwC tax partners (the other being Tax Partner John Brierley)
assigned to the Mattel audit along with Mr. Abrahams. See, e.g., OIP € 1. Mr. Lightfoot will be
questioned regarding his role in the Mattel audit, his assessment of the alleged Thomas Error, and
his discussions of the alleged Thomas Error with Mr. Abrahams and the Mattel tax team, among
other topics.

Mr. Lightfoot’s testimony is necessary because it will be highly probative of whether Mr.
Abrahams exercised sound professional judgment during the course of the Mattel audit. Mr.
Lightfoot’s testimony will not be unreasonably cumulative or duplicative of other witnesses’
testimony because depositions are scheduled of only three PwC witnesses (excluding the

Respondent).

' The party seeking additional depositions must demonstrate such need by (A) identifying each of
the existing and proposed witnesses; (B) describing each witness’s role; (C) describing the matters
expected to be covered with each witness and explaining why each witness “is necessary for the
moving side’s arguments, claims or defenses™; and (D) showing that the proposed additional
depositions will not be unreasonably cumulative or duplicative. § 201.233(a)(3)(ii)(A) — (D). The
additional depositions must also “satisfy § 201.232(e),” in that the deposition is not “unreasonable,
oppressive, unduly burdensome™; would not “unduly delay the hearing™; and is directed at a fact
witness, expert witness, or document custodian. 17 C.F.R. §§ 201.232(e). 201.233(a)(3)(i1).
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2: Reed Mittelstaedt (Former PwC Engagement Quality Review Partner)

Mr. Mittelstaedt was the Quality Review Partner (“QRP™), or Assurance Partner, on the
PwC team assigned to the Q317 Review and the 2017 Audit. The OIP alleges that in February
2018, Mr. Abrahams provided Mr. Mittelstaedt with “false[ | and “incomplete information™
regarding the circumstances of the alleged Thomas Error. OIP § 13. Mr. Mittelstaedt will be
questioned about the timing and substance of Mr. Abrahams’s conversations with him regarding
the alleged Thomas Error, the materiality of the alleged Thomas Error; his discussions with other
PwC partners assigned to the 2017 Audit regarding these issues, his review of various valuation
allowance and tax issues, whether the Mattel audit committee should have been consulted
regarding the alleged Thomas Error, and the completeness of the audit workpapers, among other
topics.

Mr. Mittelstaedt’s deposition is necessary because he has direct evidence of the audit team’s
assessment of the Valuation Allowance Calculation and the alleged Thomas Error, and will be
highly probative of whether Mr. Abrahams exercised sound professional judgment during the
course of the Mattel audit. Mr. Mittelstaedt’s testimony will not be unreasonably cumulative or
duplicative because he was directly involved in the underlying facts and, as the Quality Review
Partner, has unique knowledge about both Mr. Abrahams’s professional conduct and the valuation
allowance issues.

S5 Joseph Euteneuer (Mattel’s former Chief Financial Officer)

Mr. Euteneuer was Mattel’s Chief Financial Officer at the time of the Q3 2017 Review and
2017 Audit. The OIP alleges that, after learning of the alleged Thomas Error, Mr. Euteneuer
consulted with Mr. Abrahams and Mattel’s internal accounting team in evaluating its materiality
and determining how to address it. OIP 9 I1. Separately. the OIP alleged that Mr. Abrahams failed
to maintain independence. /d.§ 55-57. Mr. Euteneuer will be questioned about conversations he
had with the PwC audit team regarding the Valuation Allowance Calculation, the alleged Thomas
error, and communications with Mr. Abrahams regarding certain candidates for roles at Mattel,

among other topics.
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Mr. Euteneuer’s deposition is necessary because of his direct involvement in the Valuation
Allowance Calculation and the alleged Thomas Error, his understanding of Mattel’s purported
control deficiencies, and communications with Mr. Abrahams regarding Mattel’s hiring processes.
Mr. Euteneuer’s deposition will not be unreasonably cumulative or duplicative because only he or
Mr. Abrahams can speak to their numerous conversations about these topics, and he is the most
senior Mattel employee with percipient knowledge of the key events giving rise to the OIP’s
allegations. In addition, he is the only person, other than the Respondent, who can testify to their
conversations regarding certain candidates for roles at Mattel.

4, John Brierley (former tax partner at PwC)

Mr. Brierley was one of two PwC tax partners assigned to the Mattel audit along with Mr.
Abrahams. The OIP alleges that Mr. Brierley was aware of the Thomas error. OIP 9 . The OIP
further alleges that Mr. Brierley had conversations with others at Mattel as well as Mr. Abrahams
regarding the Thomas error. OIP § 11. Mr. Brierley will be questioned about the Thomas error,
conversations between himself and employees at Mattel, conversations between himself and Mr.
Abrahams, PwC’s response to the discovery of the purported Thomas error, and the contents of the
PwC workpapers, among other topics.

Mr. Brierley’s deposition is necessary due to his role in discussing the Thomas error with
Mattel employees and Mr. Abrahams, email correspondence he had regarding the Mattel audit, as
well as his understanding of PwC’s response to the discovery of the error. Mr. Brierley had one-
on-one conversations with Mr. Abrahams and certain Mattel employees, and therefore he is the
only person who can testify to their conversations. Mr. Brierley’s deposition will not be
unreasonably cumulative or duplicative because only he can speak to his conversations with Mattel
employees and Mr. Abrahams regarding the Thomas error.

B. The Division’s Proposed Deponents

1. Joshua Abrahams (Respondent)
Mr. Abrahams is the Respondent in this matter and will be questioned about his conduct
with respect to all allegations against him in the OIP. His testimony will not be unreasonably

cumulative or duplicative because he is the sole respondent.
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2. Brett Whitaker (Former Mattel Tax Director)

Mr. Whitaker was Mattel’s Tax Director at the time of the Q3 2017 Review and 2017
Audit. The OIP alleges that Mr. Whitaker discovered the alleged Thomas error. OIP 4 10. The
OIP further alleges that the Mattel tax department then discussed the error with Mr. Abrahams.

OIP ¥ 11. Mr. Whitaker will be questioned about the alleged Thomas error, conversations between
the Mattel tax department and Mr. Abrahams, and the internal controls in place at Mattel at the
time of the 2017 audit, among other topics.

Mr. Whitaker’s deposition is necessary because of his direct involvement in discovering the
alleged Thomas Error and his unique understanding of Mattel’s purported control deficiencies as
the former Mattel tax director. Mr. Whitaker’s deposition will not be unreasonably cumulative or
duplicative because only he can speak to the circumstances surrounding the discovery of the
alleged Thomas Error.

3. Clara Wong (Mattel’s former Senior Vice President of Tax)

Ms. Wong was Mattel’s Senior Vice President of Tax at the time of the Q317 Review and
2017 Audit. Ms. Wong’s tax department discovered the purported Thomas Error, and she was
directly involved in the Valuation Allowance Calculation and Mattel’s decision regarding the
treatment of the purported Thomas Error. Ms. Wong will be questioned about the Mattel valuation
allowance calculation, the alleged Thomas error, communications she had with Mr. Abrahams,
PwC’s 2017 audit, the reclassification of Thomas from an indefinite-lived asset to a finite-lived
asset, and Mr. Abrahams’s purported involvement in Mattel’s personnel decisions, among other
topics.

The Division has a compelling need to take Ms. Wong’s deposition for his defense. Ms.
Wong worked directly with the PwC audit team on the very issues that are at the core of the OIP,
and had direct communications with Mr. Abrahams relating to the alleged accounting issues and
the purported Thomas Error. Her testimony may demonstrate that both Mattel and PwC did
consider the purported Thomas Error to be material, that Mr. Abrahams engaged in improper
professional conduct in his response to the error, and that Mr. Abrahams did not retain his

independence.
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Ms. Wong’s deposition will not be unreasonably cumulative or duplicative because she had
direct involvement in the events giving rise to the OIP allegations, including the identification and
treatment of the purported Thomas Error. She is the only person, other than the Respondent, who
can testify to their conversations. Her deposition is also necessary because the Division did not
take her investigative testimony.

Respondent’s Proposed Deponents

1. Christine Lew

Ms. Lew was Mattel’s Vice President and Assistant Controller at the time of the 3Q17
Review and 2017 Audit. Ms. Lew was directly involved in Mattel’s Valuation Allowance
Calculation and was aware of the alleged Thomas Error. She consulted with Mr. Abrahams, the
remainder of PwC’s audit team, as well as senior Mattel finance employees. Ms. Lew will be
questioned about the Q3 2017 financial analyses, the decision-making process in the Valuation
Allowance Calculation, the treatment of the alleged Thomas Error, Mr. Abrahams’s purported
involvement in Mattel’s personnel decisions, and her and her colleagues’ relationships with Mr.
Abrahams and PwC during the relevant period, among other topics.

Ms. Lew’s deposition is necessary for Mr. Abrahams’ defense because Ms. Lew worked
directly with the PwC audit team and had direct communications with Mr. Abrahams relating to the
alleged accounting issues. Ms. Lew’s testimony may relate to how Mattel evaluated the materiality
of the purported error in the Valuation Allowance Calculation, and whether Mr. Abrahams retained
his independence during his tenure as PwC’s engagement partner for Mattel. Her deposition is also
necessary because the Division did not take her investigative testimony.

Ms. Lew’s deposition will not be unreasonably cumulative or duplicative because Ms. Lew
had direct involvement in the events giving rise to the OIP allegations and has unique perspective
on the Valuation Allowance Calculation and Mattel’s treatment of the alleged Thomas Error. She
is the only person, other than the Respondent, who can testify to their conversations. Her sworn

testimony will be critical to Mr. Abrahams’s ability to defend himself at the hearing.
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2. Joseph Johnson (Mattel’s former Senior Vice President and Corporate
Controller)

Mr. Johnson was Mattel’s Senior Vice President and Corporate Controller at the time of the
Q317 Review and 2017 Audit. The OIP alleges that in January 2018, Mr. Johnson’s office, along
with “the head of tax and head of internal audit,” learned of the alleged Thomas Error, and “started
researching the issue and held a series of internal meetings[.]” OIP § 1. Mr. Johnson will be
questioned about Mattel’s need to recognize a valuation allowance in the third quarter of 2017, the
Valuation Allowance Calculation, the alleged Thomas Error, and the decision-making process
leading to Mattel’s treatment of the alleged Thomas Error, among other topics.

Respondent has a compelling need to take Mr. Johnson’s deposition. Mr. Johnson was a
senior Mattel employee directly involved in Mattel’s decision-making regarding how to address the
alleged Thomas Error. He also worked directly with the PwC audit team and had direct
communications with Mr. Abrahams relating to the alleged accounting issues. Mr. Johnson’s
deposition will not be unreasonably cumulative or duplicative because of his unique supervisory
role in Mattel’s financial reporting and the decision to reclassify Thomas, direct involvement in the
events giving rise to the OIP allegations, and unique perspective on the Valuation Allowance
Calculation and Mattel’s treatment of the alleged Thomas Error, given the seniority of his position.
He is the only person, other than the Respondent, who can testify to their conversations. His
deposition is also necessary because the Division did not take his investigative testimony.

3. Mattel Corporate Representative

PwC’s audit team had numerous interactions with Mattel personnel that are relevant to this
proceeding. The allegations in the OIP involve these the Q317 Review, the 2017 Audit, and Mr.
Abrahams’s purported involvement in Mattel personnel matters. For these reasons, both Mr.
Abrahams and the Division designated Mattel as a party with discoverable information. A Mattel
corporate representative witness will be questioned on the following topics: (1) the Valuation
Allowance Calculation for the third quarter of 2017; (2) the alleged Thomas Error; (3) the 2017
Audit; (4) Mattel’s 2019 restatement; and (5) Mr. Abrahams’s alleged involvement in Mattel hiring

decisions.
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A Mattel corporate representative witness is necessary for Mr. Abrahams’s defense because
Mr. Abrahams’s communications or lack thereof with Mattel, Mattel’s internal controls, and
Mattel’s hiring in the accounting department are key issues giving rise to the OIP’s allegations. A
corporate representative witness’s testimony would not be unreasonably cumulative or duplicative
because this testimony would encompass a range of relevant issues and would reflect Mattel’s
perspective on its own actions.

THEREFORE, the Division and Respondent, by and through their undersigned counsel,

hereby stipulate and agree as follows:

l. Each party may, but is not required to, take the depositions identified above.

2. Each party may cross-notice the depositions of the witnesses. Any depositions
cross-noticed by both the Division and the Respondent may exceed the time limit of
one day of seven hours contained in Rule 233(j)(1), provided that no deposition
shall exceed two days or 14 hours. The parties agree to evenly split the time allotted
for the deposition.

3. The parties may take depositions of designated experts in addition to the ten
depositions identified above.

Dated: April 27, 2023 DIVISION OF ENFORCEMENT
B\ j1s Attornevs:

Stephen T. Kam

Gary Y. Leung

Securities and Exchange Commission
444 South Flower Street, Suite 900
Los Angeles, CA 90071
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Dated: April 27,2023 JOSHUA ABRAHAMS, CPA
By its Attorneys:

Fhomas A. Zaccaro
HUESTON HENNIGAN LLP
523 West 6 St. Suite 400
Los Angeles, CA 90014

IT 1S SO ORDERED

Dated:
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In the Matter of JOSHUA ABRAHAMS, CPA

Administrative Proceeding File No. 3-21214
SERVICE LIST

Pursuant to Commission Rule of Practice 151 (17 C.F.R. 201.151), I certify
that the attached:

JOINT STIPULATION FOR ADDITIONAL DEPOSITIONS

was served on April 28, 2023, upon the following parties as follows:

NOT YET ASSIGNED (By eFAP only)
Administrative Law Judge

U.S. Securities and Exchange Commission

100 F. Street, N.E.

Washington, DC 20549

JOSHUA ABRAHAMS, CPA (By electronic email only)
c/o Thomas Zaccaro

HUESTON HENNIGAN LLP

523 West 6™ St, Suite 400

Los Angeles, CA 90014

tzaccaro@hueston.com

c/o Nicolas Morgan

PAUL HASTINGS LLP

515 S. Flower Street
Twenty-Fifth Floor

Los Angeles, CA 90071
nicolasmorgan@paulhastings.com

Dated: April 28, 2023
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