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STRONGER
PROFESSIONAL
ALLIANCES.

DEEPER CLIENT
RELATIONSHIPS.

Most CPAs want to know their clients will be in good hands BMHMH B’q’f

before recommending a financial advisor, That's why we extend Financial Advisor | Managing Director
our focus on education and guiding with integrity 1o our

professional relationships. At the Professional Advisors Group, Professional Advisors Group
we provide helpful insights to the CPAs, attomeys, and others A financial acvisory practice of

we work with dunng our Annual Advanced Planning Conference Ameriprise Financial Services, LLC
and through ongoing knowledge-sharing. This approach gives 424.343.5141

you a preview of the client experience while helping you grow 2029 Century Park East. Suite 2550
vour business and relationships. Loz Angeles, CA S0067

brandon. bay@ampl.com
ameriprseadvisons.com/ brandon. bay

"CA Licars # DG 71569 ) AmeripriSE@

T irwiad COMSURNTION prosadies. BN cyivyiine of Bnancipl planning Conompta, Vol will Pl PiCdig Wet]on

Analyais Ao reomTmendahons. FJ'":IHIL'fII"
Arenprse Fnancial, Inc. doos nof offer bax or legal sdvice, Corell with o tan sdesor or atiormasy,

Areripise Finandal Senioes, LLC. Member FINAA, and SIFC.

D 2023 Arsriprise Financial, Inc. All fghts sessnad.
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San Jose, Costa Rica

Intercontinental Hotel San Jose
Nov. 5th (Sun) ~ Nov. 8th (Wed)

Mational Life
Group”

2= MassMutual

ALREW

—=

BankofHope U] PCB BANK

By DT e

i o Fois [eaairey

i-"' Harmi Bank E Bank
Al =,

5 URLNAE BaR

Sovalth Wil St Solit e
OJKsGA, LLP B BARUN LAW

e-Consultants Inc.

HAN & PARK
: (RN F—
AM=TAR
SBC Accountancy Corp AV EROHS

07

09

12
14
18
22
26
28
30
32
34
36
40

42

44

48
56

70

215+8| KASCPA W

2023 Conference Schedule
Message from the President

AL CPA / H|F3RAIZ AN A T A2 2%
Journals from Professionals

MO A9t I 2 2R ME2 =X
283} & / Quantum F&A

of SIcH3 2|0 E Anst 2 sHedt?
A5Las QA AYsta

A2 50 Chgt &

245 (Alisa Na), CPA / A7 (Seke Jung), CPA

Is there any validity to ERTC service engagements

based on contingent fees? - Byoung Jo Kang, Esq

0|3 &Y Al AR} Lotk g X|AxhLH
James Lee (0] ¥ ¥) 1] =535] ¥ = AL (US Patent Agent)

Beneficial Owner Reporting
Martin C. Park, CPA

When The Governmen Knocks On Your Door,
Silence Is The Answer - Pio Kim, Esq

Learning from Asian Indian Americans
Steven Y. C. Kang, CPA

CIO|{AE| EEAE
Yujin Park, Esq

Eatot <e 222|>2F MiZ2| M|
Jay Kim, CPA

o|2E0je| Lt ol ol “Faf it
USeFF5o] HE ¥4

Estate Tax for Foreign Nationals

Traditional to Roth IRA conversion

2023 KASCPA Seminar

2023 KASCPA Executive Officers
& KASCPA History

Zlol: OjEIME CPA / R AEIQ CPA




"

L

-



2023 KASCPA Conference Schedule

Intercontinental Hotel San Jose
In Front Of Multiplaza San Jose 11856-1000 Costa Rica
Nov. 5th, 2023 (SUNDAY) - Mov. 8th, 2022 (WEDNESDAY)

3:00 pm - 5:00 pm Registraton
SUN 5:00 pm - 600 pm Reception
@00 pm - B30 pm Dinrner
€:30 pm - 9:00 pm Welcome and Annual Mesting

T 2023 Seminar 15t Day
6:30 am - 730 am Breakfast (Hotel)
7:30 am - 8:00 am m Asset Protection and Preservation - Kenneth Ahn, CPA, Esq.
8:00 am - 9:00 am m Intentionally Defective Irrevocalbe Trust (IDT) - Brandon Bay
9:00 am - 1000 am m Expat Tax Filing for Business Owners - Sang Yeob Lee, CPA
10-00 am - 1100 am m Estate Tax Outlook for High Met Worth Clients - TBD
11:00 am - 12:00 pm Lunch (Dutsede)
12:00 pm - 5:00 pm Gotf / Tour
6:00 pm - 9:00 pm Dinner (Dustside) - Separate Dinner for Golf f Tour Team
TUE 2023 Seminar 2nd Day
6:30 am - 7:30 am Breakfast (Hotel)
F:30 am - 8:00 am m Form 706 Filing - Kenneth Ahn, CPA, Esqg.
8:00 am - 900 am m Impacting Cutting-Edge Technology in the CPA industry for the futuene
for Bung Chan Ahn, CPA
9:00am - 10:00am wTED
10:00 am - 1 1:00 am m Tax Benefits Comparison of Retirement Plans - Linda Han & Scott Chung
11:00 am - 12:00 pm  Lunch (Outside)
1200 pm - 5:00 pm Golf  Tour
600 pm - 10:00 pm  Farewell Dinner Party (Hotel)
AT

WED &:30 am - 10:00 am Breakiast (Hotel) & Check out




Follow us an

FDIE =ICENDER 584 Preferred Lander | bankaofhope.com ﬂ @ m

Bankers.
Experts.
Neighbors.

Hope can become reality through meticulous plan-
ning and execution. Building on &0 years of financial
expertise, Bank of Hope has grown beyond the title
of the largest Korean American bank to become one
of the leading Asian American banks in the country.
At Bank of Hope, we are committed to improving
the value of our services as Bankers, providing com-
prehensive financial solutions as Experts, and being
good Meighbors that foster growth in the commi-
nities we serve, Meet our experts today and begin
turning your hopes intoe a reality by achieving your
financial goals.

=
= Bankof Hope

Bankers. Experts. Neighbors.
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2023 KASCPA Conference
Journals from Professionals
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Is there any validity to ERTC service
engagements based on contingent fees?

Byoung Jo Kang, Esq / B.J. Kang Law PLC

RETENTION

CREDIT

Despite COVID-19 having finally abated, vari-
ous government relief measures are still ac-
tively subsidizing many U.S. businesses.
Among such measures is the Employee Reten-
tion Tax Credit (“ERTC"), established in March
2020 under the Coronavirus Aid, Relief, and
Economic Security Act (“Cares Act”), which
has been particularly popular for, and publi-
cized to, small business owners. Unfortunately,
popularity for the ERTC has not been entirely
due to its unprecedentedly generous refund
amount. Massive marketing campaigns by an
army of pop-up tax consultants and tax credit
mills (“ERTC Consultants”) have buoyed ap-
plications for the ERTC as ERTC Consultants
(often unjustly) claim themselves as special-
ists or experts in hopes of charging excessively
high fees, relative to the work performed, in
exchange for helping businesses obtain the
ERTC.

It is understandable how a relatively simple re-
fund claim process, particularly in comparison
to a significant refund amount, can trigger a
gold rush of ERTC Consultants. Nevertheless,
many traditional tax professionals are left
questioning why ERTC Consultants, unlike
Certified Public Accountants (“CPA”), Enrolled
Agents (“EA”), or tax attorneys, are seemingly
able to charge unscrupulous fees to business
owners that are often based on contingent,
percentage-based, or predatory pricing models
that often equate to 10% to 40% of the total
ERTC amount received by a company. Consid-
ering that it should not take more than an hour
for a competent tax professional to produce
Form 941-X, after spending a couple of hours
learning the ins and outs of the ERTC of
course, do ERTC Consultants have any legal
grounds for which they can charge and take
advantage of such a high fee (which is often
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used, in part, to undertake extensive and ex-
pensive marketing campaigns in their search
for new ERTC customers)?

Treasury Department Circular No. 230, Regu-
lations Governing Practice before the Internal
Revenue Service, is supposed to regulate the
practice of taxpayer representatives before the
Internal Revenue Service (“IRS”). !Circular
230 provides in part that tax practitioners are
prohibited from charging a contingent fee for
services rendered in connection with a matter
before the IRS unless such fee meets a limited
exception. 2The IRS has repeatedly warned
taxpayers to be wary of large, illegal upfront or
percentage-based fees. 3Unfortunately, there
have not been any well publicized direct en-
forcement actions addressing any such fees.
So why, considering the scope and purpose of
Circular 230 § 10.27, wouldn’t the IRS’s Of-
fice of Professional Responsibility (“OPR"),
which has legal authority to administer and en-
force Circular 230, take substantial and mean-
ingful steps to prevent or penalize the
seemingly prohibited fee practices of many
ERTC Consultants?

In order to make sense of lax enforcement ef-
forts by the IRS with respect to uncon-
scionable success-based fees, particularly in
terms of ERTC Consultants, one must consider
recent court cases concerning Circular 230
and the authority of the OPR. In Loving v. IRS,
the court expressly denied the authority of the

131C.F.R. Subtitle A, Part 10 (“Circular 230").
2Circular 230 § 10.27.
3|RS News Release, IR-2023-40 (Mar. 8, 2023).

IRS to regulate tax preparers with regards to
their registration, examination, and continuing
education. 4In Loving, the court concluded
that a tax preparer is not an agent with legal
authority to bind taxpayers. On the contrary, a
tax preparer is defined as any person who pre-
pares for compensation, or who employs one
or more persons to prepare for compensation,
all or a substantial portion of any return of tax
or any claim for refund of tax under Treasury
Reg.”) § 301.7701-
15(a)®. By plainly interpreting such Treas.

Regulation (“Treas.

Reg., the court held that a tax preparer merely
assists a taxpayer but does not represent the
taxpayer and, as a result, such a tax preparer
is not subject to Circular 230. In essence, tax
preparation is not a practice that is regulated
under Circular 230 as it is neither adversarial
nor adjudicative. Tax preparation does not in-
volve an individual practicing before the IRS,
which is a central requirement for an individ-
ual to be regulated by and subject to the rules
of Circular 230, so it is not regulated by Cir-
cular 230.

In essence, as long as an ERTC Consultant has
no legal authority to act on behalf of taxpayers
(i.e., a Form 2848 power of attorney has not
been filed with the IRS), an ERTC Consultant
will not be subject to Circular 230 or scrutiny
from the OPR.

Another court case further clarifies that only
specific types of practices are regulated under

“Loving v. IRS, 742 F.3d 1013, 1022.
5Loving 742 F.3d at 1015.
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Circular 230 in terms of its application to fee
arrangements. ©In Ridgely v. Lew, the court
concluded that the IRS has no authority under
Circular 230 § 10.27 to regulate persons who
charge contingent fees for merely preparing
and filing Ordinary Refund Claims because
such persons did not act as "representatives"
who "practiced" before the IRS within the
meaning of Circular 230 § 330.7 The court’s
holding in Ridgely interestingly corresponds to
a change of the language found in the 2014
version of IRS Form 2848, Power of Attorney
and Declaration of Representative. Prior to the
change in 2014, the Declaration of Represen-
tatives on page 2 of Form 2848 required a tax
professional to be merely “aware of regulations
contained in Circular 230 (31 CFR, Part 10),
as amended, concerning the practice of attor-
neys, certified public accountants, enrolled
agents, enrolled actuaries, and others.”8

However, this language was revised to require
a tax professional to attest that he is “subject
to regulations contained in Circular 230 (31
CFR, Subtitle A, Part 10), as amended, gov-
erning practice before the Internal Revenue
Service.”9

More recently, in Sexton v. Hawkins, the court
again stated that the OPR lacked statutory au-
thority over a tax preparer as the preparer in
question was a disbarred attorney, and merely
a tax preparer; therefore, the preparer did not

5 Ridgely v. Lew, 55 F. Supp. 3d 89, 95.
7 1d.

possess legal authority to act on a taxpayer's
behalf.10 In Sexton, the court went so far as
to grant a permanent injunction against the
IRS with respect to its ability to regulate his
tax preparer service activities under Circular
230. The court in Sexton found that tax pre-
parers are not actually representing taxpayers
before the IRS unless they submit Form 2848
for a clients’ specific matter that is identified
on the form.

Based on the three aforementioned cases of
Loving, Ridgely, and Sexton, it seems that
ERTC Consultants have viable legal grounds to
argue that they are merely assisting taxpayers
with their refund claims. Accordingly, such
ERTC-related services are not subject to Cir-
cular 230 or the scrutiny of OPR and, conse-
quently, ERTC Consultants can charge fees of
their choosing, so long as mutually agreed to
be their clients, regardless if they are unrea-
sonable success-based fees.

It seems ironic that tax preparers, who are not
subject to self-regulated rules or ethical stan-
dards governing their practice, enjoy rather le-
nient business practices in comparison to
similarly situated professionals who are heavily
regulated and scrutinized. In light of the
above, the question we're left with is whether
such unregulated tax professionals, such as
ERTC Consultants, actually have advantages in
terms of more flexible and lucrative fee struc-

8 Form 2848, Power of Attorney and Declaration of Representative, Rev. March 2012 (emphasis provided).
9 Form 2848, Power of Attorney and Declaration of Representative, Rev. July 2014 (emphasis provided).

10 Sexton v. Hawkins, 2017 U.S. Dist. LEXIS 38706.
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tures, without the worry of future ramifica-
tions, over CPA firms or tax law offices who
are, via their self regulation, subject to strict
scrutiny under Circular 230.

Considering the typical work involved in
preparing these ERTC refund claims, the an-
swer is likely, “no.” Even though the IRS’s au-
thority under Circular 230 to regulate tax
preparers has been significantly hampered by
previous court decisions discussed above,
such decisions are, after all, somewhat limited
in that they are only applicable to simple tax
preparation cases. As soon as a Power of At-
torney is signed by an ERTC Consultant and its
client, or a follow up communication is initi-
ated with the IRS by the ERTC Consultant with
respect to an ERTC claim for refund, Circular
230 may kick in and regulate an ERTC Con-
sultant’s activities. Even if this is not the case,
as soon as the IRS finds any fraud or violations
under Internal Revenue Code (“IRC”) §§ 6694
or 6695,11 the IRS will file a civil injuction at
a district court, regardless if the ERTC Con-

sultant is subject to Circular 230, under IRC
§§ 7402, 7407, and/or 7408. Thereunder, the
IRS can seek to prohibit a tax return preparer
from further engaging in certain illegal con-
duct or from further acting, in general, as a tax
return preparer. If the IRS successfully prevails
in court, the IRS can go as far as to petition
for the disgorgement of “all” the ill gotten
gains from the tax preparer under Code §
7402.12

Considering increased scrutiny by the IRS with
respect to the ERTC is expected, along with
the new inclusion of the ERTC in the 2023
Dirty Dozen, which is a list of the worst tax
scams at present, it would be prudent for any
tax practitioners to utilize traditional billing
practices, either on a fixed-fee or on an hourly
basis, for ERTC refund claim cases unless an
engagement squarely fits within the contingent
fee arrangement requirements/exceptions in
Circular 230 § 10.27(b). If not, it would be
desirable to have any prospective engagement
reviewed by competent counsel. m

11 |RC § 6694 penalizes a tax preparer for preparing a return, or claim refund, with an understatement of liability due to, for
example, an unreasonable position by the preparer. IRC § 6695 similarly penalizes a tax preparer for failing to prepare a
return or claim for refund in accordance with various rules and requirements in the IRC.

12 United States v. Stinson, 729 Fed. Appx. 891.
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When the Governmen Knocks

on your Door,
Silence is the Answer

Pio Kim, Esq / LimNexus, LLP I

30

Criminal investigators and prosecutors see
CPAs as belonging to a class of individuals
commonly described as “enablers” or “bundlers”
who enable others to commit crimes or bring
together individuals in furtherance of crime.
As such, CPAs make attempting targets for the
investigators and prosecutors on both federal
and state levels.

It would therefore behoove CPAs to be familiar
with how to react when confronted with situa-
tions with criminal potentiality. Fortunately,
the answer is simple. Do not respond to an
IRS inquiry or investigation on behalf of a
client when there is a potential for criminal
prosecution.

It is only human nature to want to explain or
justify one’s conduct when the conduct is chal-
lenged, and it is also human nature to want to
assist or help clients when they appeal to you
for help. In criminal context, doing either can
be very detrimental to both you and your
client. As a former federal prosecutor, my ex-
perience in this regard is that CPAs responding
on behalf of a client hurt themselves more
than help the client.

There are multiple reasons for this. First and
foremost, doing so may very well only confirm
or deepen the suspicion by the investigator
and prosecutor that the CPA enabled or as-
sisted the client in committing a crime. Worse
yet, responding may expose the CPA to a cover-
up charge. Lying to a federal agent carrying out
her investigatory or regulatory duties is a fed-
eral offense, and it is often easier to prosecute
a cover-up than the underlying crime.

[t is also important to keep in mind that in all
criminal investigations, there is a strong like-
lihood that the CPA’s interest and the client’s
interest will ultimately diverge and may even
become diametrically opposed. As the investi-
gation nears its conclusion, the client would
likely have to decide if he should cooperate
with the authorities and provide evidence
against the CPA or minimize his role in the
crime by maximizing the CPA’s role. It is only
expected that a client looking for a way out for
himself will blame the CPA for the commission
of the crime. An unscrupulous client will im-
plicate even an innocent CPA if he feels it will
help him. Do not encourage such a client by
responding on his behalf.
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The response may also constitute a subject
matter waiver of the Fifth Amendment privi-
lege against self-incrimination. Under the
Sword and Shield Doctrine, once a subject of
an investigation voluntarily discloses a piece
of information, as a sword, in his defense, the
subject cannot invoke the Fifth Amendment
privilege to withhold or shield the information
constituting or within the subject matter of the
disclosed information. What is and is not the
subject matter is often open to interpretation
and difficult to ascertain, and even where a
CPA believes that his response constitutes a
relatively minor point, the response can result
in a significant waiver of the privilege.

It bears reminding that there is no privileged
communication between a taxpayer and a CPA
in criminal matters, as there is for communi-
cation between a taxpayer and an attorney. A
limited statutory privilege, under Section
7525, protects tax advice communications be-
tween a CPA and a taxpayer.

However, that privilege, known as the federal
tax practitioner privilege or Section 7525 priv-
ilege, applies only in noncriminal tax matters
before the IRS and in federal courts. This priv-
ilege does not apply in state courts or to any
nontax proceedings, or to participation in a tax
shelter as defined in Section 6662(d)(2)(C)
(ii).

Further, the privilege only applies to commu-
nications between a CPA and a taxpayer with
respect to tax advice if and only if the commu-

nication would have been privileged had it
been between an attorney and the attorney’s
client. Furthermore, the attorney client privi-
lege can be set aside if the communication is
made in furtherance of a crime. Therefore,
CPAs should not communicate with a client if
the matter at hand has the potential to be
criminal or qualify as a tax shelter. Should a
CPA’s involvement be necessary to adequately
advise the taxpayer, an attorney should be re-
tained for the client so that conversations with
the client are protected by the attorney-client
privilege.

Finally, even where an attorney is retained for
the taxpayer, the CPA himself is not fully pro-
tected. The attorney is a zealous advocate of
the taxpayer and owes no duty to the CPA.
Further, the attorney client privilege keeping
the communications between the CPA, attor-
ney and taxpayer privileged belongs only to the
taxpayer. Using the privilege, the taxpayer can
effectively prevent the CPA from disclosing the
communications, but if it suits him, the tax-
payer can waive the privilege and disclose the
communications to be used against the CPA.

Information flows in only one direction in crim-
inal matters - from the subjects of the investi-
gations to the government. Prevent the flow
and you might have a fighting chance. m
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Learning from

Asian Indian Americans

Steven Y.C. Kang, CPA / Managing Partner / KSGA, LLP

32

| left Korea in 1967 when | was 7 years old.
Although | am married to a Korean woman,
who came to the US when she was 19 years
old, I am still unfamiliar with the Korean cul-
ture and language. | could speak Korean but
the nuances and ever-fast-changing Korean
culture leave me at a disadvantage in Korean
social settings. As a result, | have been foster-
ing my American side more than my Korean
side, as it is easier to master.

So why do | keep coming back to the Korean
community? It is because of belongingness. |
am accepted just as | am because we are going
through a similar experience, called the Amer-
ican Experience.

| felt this when | was helping the Korean Amer-
ican victims of the LA Riots in 1992, instead
of taking up guns and fighting the looters.
That singular experience cemented my identity

as an American, Korean American. Although

there are those who oppose me just because
of how | look, how | speak, or where | came
from, America held its arms open to me to
plant my roots here, because of its commit-
ment to the 14th Amendment of the U.S. Con-
stitution, https://www.archives.gov/ milestone-
documents/14th-amendment.

Prior to this experience, although | wanted be-
longingness to the Korean-American commu-
nity, | shied away from it because | was not
fluent in Korean and its culture. | also did not
want to submit to those who used their better
knowledge and mastery of the Korean lan-
guage and culture to project their superiority,
often closing off the community from the out-
side world. We learned from the Chinese that
building walls do not work.

The main mission of KASCPA is to help ac-
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countants improve their professionalism and
increase diversity through education, informa-
tion, and exchanges with members and related
professionals required in the accounting pro-
fession.

o
’l=dl =85 F=H UAsU

https://kascpa.org/about-us/#mission

It is my hope that KASCPA will be able to de-
liver on this mission statement. | see a great
future for KASCPA if it is able to improve Ko-
rean Americans’ professionalism and increase
the diversity required in the accounting profes-
sion. One way to do this is to break down the
walls to include more Korean-American ac-
counting professionals, empowering them to
succeed in the accounting profession.

According to the NPR article 6 Charts That
Dismantle the Trope of Asian Americans As A
Model Minority, published on May 25, 2021
by Connie Hanzhang Jin, https://www.npr.org
/2021/05/25/999874296/6-charts-that-dis-
mantle-the-trope-of-asian-americans-as-a-
model-minority, Asian Indian American households
are the highest-earning group among Asian
Americans, with a median household income
of $127,000 a year. The same article noted
the following statistics:

1. 4.3 million Asian Indians in the US,
2. 1.9 million Koreans in the US, and

3. Korean households in the US median
household income is around $80K,
which is slightly higher than the U.S.
median household income of $66,000.

One organization, which contributed greatly to
increasing the wealth of Asian Indian Ameri-
cans is the Asian American Hotel Owners As-
sociation, or AAHOA, https://www.aahoa.com/
resources/oxford-study.

40 years ago, a group of Asian Indian Ameri-
can hotel/motel owners banded together to
fight discrimination by forming AAHOA. Their
mission is to be “the foremost resource and
advocate for America’s hotel owners.” Today,
Asian American Indians own 60% of hotels/
motels in the U.S. They employ 1.1 million
employees earning $47 billion annually. How
did they achieve this? By pulling their re-
sources and empowering each other through
education and networking to compete and win
in the mainstream.

| don’t know exactly how KASCPA would
achieve this but | hope that it would take the
first step toward it by being more inclusive and
transparent for all to see and take ownership
of the organization. m

RNSCPA
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Estate Tax for Foreign Nationals

Linda Han / Senior Patner / National Life Group
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- Fair Market Value (AFY 'S&} 212): $1,200,000
- Federal Estate Tax Exemption: ($60,000)
- Taxable Estate Value: $1,140,000
- Estate Tax @ 40% $456,000 Due Within 9 months
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$1,250,000 Real Estate Investment in the U.S.

Without Estate Tax Planning

Proceeds From Property Sale $1,142,000 ($58,000) Sales Fees Deducted
Estate Tax (-$456,000) | $1,200,000 - $60,000 x 40%=$456,000
Net Transfer to Spouse $686,000 (46% loss)

With Estate Tax Planning

. . *Insurance Cost Expense: $34,090
Death Benefit Spouse Received $1,000,000* ($2,435 x 14 mos.)

Estate Tax (-$456,000) | $1,200,000 - $60,000 x 40% = $456,000

$1,200,000 Real Propert
Net Transfer to Spouse $1,744,000 $1 million - ($456’00%) =y$544,000

flot B2l RS ARFUANIL F4 ACHH By + HFO = FEOHH ECL

Monthly Insurance Premium $2435 Premium Source: Rental Income $3700
Total Premium Paid $379,860
(13th year or age 67)
Cash Value $380,000 2E| 913 O 2 &L (income tax free)
(13th year or age 67) -SE22 54 (income tax free)
Sl X| gtz 6H"I*I U 2ol 20| glS B H|1tA])
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» ILIT (Irrevocable Life Insurance Trust)
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Total Estate Tax $2,976,000 $6.100,000

» Foreign Investors in the U.S.
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Traditional to Roth IRA conversion:
Should you?

MassMutual

In my conversations with clients and financial professionals, the number one question | have received regarding
traditional IRAs is whether the client should pursue a Roth conversion.

In a Roth conversion, the IRA owner takes a distribution from their traditional IRA, pays income tax on the dis-
tribution, and rolls the funds into a Roth IRA. For the year of the conversion, the owner will have a larger-than-
normal income tax bill. Once the conversion is made, however, it is likely that all future distributions will be
income-tax free. If one can afford the tax payment using non-retirement dollars, this technique becomes even
more impactful.

Why do people pursue this strategy? Typically, there are two motivating factors:
1. Market performance year to date.
2. An expectation of higher income tax rates in the future.

Other factors that financial professionals and clients consider are the percentage of Social Security on which
clients will need to pay income tax in the future and lessening the income tax impact on the next generation.

All of these are valid points. However, when | run the numbers, in many cases there is not a distinct advantage
to either a Roth conversion or leaving the assets in a traditional IRA. As such, the determination really comes
down to when the IRA owner wants to pay income tax on their IRA, either now or in the future.

Following are some points to consider when contemplating a Roth conversion:

Reasons a Roth conversion may make sense:

e The account owner can afford the tax liability from the Roth conversion without using dollars from retire-
ment funds. (The account owner should avoid making tax payments from converted funds.)

e The IRA market value is down due to a market pullback, and, therefore, there is less taxable income gen-
erated.

¢ The account owner plans to leave the funds to their children and expects the children to be in a high tax
bracket.

e The account owner’s income and tax bracket in the year of conversion are lower than what they expect
in future years.
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Reasons a Roth conversion may not make sense:
e One cannot recharacterize the conversion (i.e. if Roth conversion assets depreciate in value AFTER the
conversion, the account owner still must pay tax on the value of the assets at the time of conversion).
e The conversion moves the account owner into a higher tax bracket in the year of conversion.
e The account owner expects to be in a lower tax bracket in retirement (i.e., less income in retirement or
the owner expects to move to a state with lower or no income tax, etc.)
e The account owner needs to use dollars from retirement funds to pay income tax on the Roth conversion.

Other considerations:

e Time horizon — A longer time horizon generally means the account owner can benefit from a longer
period of tax-free earnings accumulation. During the account owner’s lifetime, there are no required min-
imum distributions (RMDs) from Roth IRAs. (Related: RMDs explained)

e RMDs cannot be converted to a Roth IRA.

¢ The one-rollover-per-year limit does not apply to Roth conversions, thereby allowing for the conversion of
smaller amounts over two years (but within 12 months), if desired, in order to spread the tax liability.

The following case study helps to illustrate the application of the competing factors listed and discussed above.

Weighing Roth conversion: A real-life example

This case first came to me in June of 2022. At that time, our client (age 63) had recently retired and was tran-
sitioning from high W-2 wages to a mix of investment and retirement income. His spouse was also age 63.

The question was three-fold:
1. Should the client and spouse convert their traditional IRAs to a Roth IRA?
2. If yes, when should they begin to convert?
3. Should both convert or just one?

A few more details:
e Husband's IRA market value: $1.3 million
o \Vife's IRA market value: $162,500
¢ Nonqualified assets: $3,500,000

In evaluating this case and hammering out the numbers, we also made some assumptions about investment
growth (7 percent annually) and inflation (3 percent).

What the numbers bore out was interesting:

e |fthe client and spouse decided to convert in 2022, with a lower market value due to investment markets
being down 10-20 percent last year, the overall tax due was $492,000 versus $519,000 if they decided
to wait until 2023. The 2023 tax due was higher due to an assumption that the accounts would recoup
some losses from the first part of the year.

N/
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e However, if they waited until 2023, with the assumption of better performance, at their combined life
expectancy, there was a possibility of an additional $700,000 or so available for their remainder bene-
ficiaries.

Ultimately, the client and his spouse decided to revisit at the end of the year, and with the projections working
out, they decided to convert in 2023.

Conclusion

When weighing the conversion question, evaluating the numbers is important. It's also important to make in-
formed decisions and keep in mind that conversion may not make sense. That's why it's usually helpful to have
a conversation with your financial professional and tax advisor. That can help clarify what the considerations
mean in terms of your financial goals as well as any needs for planning for a surviving spouse and/or future gen-
erations.

Jane J. Choi

el KyungEun Kim, CFP*
& Mgy Darervos of Mo sl Marurineg Senior Yige Prevident

Tr S BdE-00 T8 T: (A7 5451470
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When weighing the conversion question, evaluating the numbers is important. It's also important to make informed decisions and
keep in mind that conversion may not make sense. That's why it's usually helpful to have a conversation with your financial pro-
fessional and tax advisor. That can help clarify what the considerations mean in terms of your financial goals as well as any needs
for planning for a surviving spouse and/or future generations.
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Intentionally Defective Irrevocable Trust (IDIT)

What is it?

A imentionally debsctive rest i5 an mgeocabhe rusd that has the following characlenstics: (1) ranshiens of propacty 40 e trust ane
congidered complabed gifts for lederal gt and esiabe tax purposes, (2) property e brust will nod be includable o the gross
aﬂﬂmwmgmrmrum creator of the frust) for federal gift and estale lax purposes, and (3) income from the irust will be taxed o
the grantor.

The tenm “sientionally defective” B used becaese the tnest is speciically designed 1o violale one of the granior irust rules,
resulling in characienstic (3), above. (These rules in the Intermnal Revenue Code were enacled 1o prevent the use of rusts 1o shift
tax labdities from high-income to lower-income taxpayers. ) An inMentionally dafective imevocabla trust (IDIT) ks a usalul astate
planning tool if you want 10 reduce your gross estate, and you want the trust income o be taxed 10 you rather than bo the trust
benahciaries or e bnest entity. (Such usts are aiso commonly refermed 10 as intentionally delectneg gramor irusts, of IDGTS.)

ILtsually, income from & trust is taxed edher bo the benaficianes or to the trust ilzelf (o 1o 8 combination of both). As 8 genaral nda,
it all of tha trust incomea is distributed to the benelicianes, the beneficiaries will ba taxad on the income, and if the trust retains the
income, e inust will e axed on the ncome (ihere ok Separabe tax schadules for nusis),

There ara timas, howevar, when it makes inancial sensa bor you, as the granbor of the tnust, 0 be taxad on the trest income (aven
if wou do not actually recaiee B incoma), This may be desirabla d, for axarmple, your incoma lax brackel is substantially lowes
Ehan theat of e trust. O perhaps you ang in a Detter position 1o pay e taxes than the benabicianias (typically, the beneticianas of
an IDIT are children or grandchaldgnren), O, if the trust is fundad with cenain partnership interests that generale kbsses, you might
wani io use them 1o offsat other ncomss.

Caition: Undar corfam Srcumsiancas, e IRS may hoid Thal papymans o faxes o Iresd insome o0 40 nof racanie consiiufes g
faxabla giff b0 the benefciaries' rust You showkd consul @ fax prolessionad fov further informalion

Caufion; The rusd gocument must be orafled precisaly (o be ireated as an (IDNT. You showld consll an expenonced eslale
planming anomney,

Strengths
Remowves proparty from your gross estole
Bacauso ihi trust is irrovocablo, progay in e trust at your death will nol be ncludablz in your gross estite for fedecal estate tax

purposas. Rapidly apprecating property s ideally sudad 1o fund an IDIT since any growth in value will also ba removad from your
gross estate,

Incowme from NT will be texed fo you as the granior

Orne of the main benefMs of an IDIT & that income from the trust is taxed 10 you as the grantor of the tnust, even i you do not
actually recerse the Incime (with ather kinds of trusts, this is usually & tae result to be avoded),

Thene mady be several reasons lor this strategy. You may b in a lower tax bracket than the trust entity, or in a betler financial
position than the benaficianes 1o pay the 1axes, Moreover, paying e taces on e ust income can reduce the size of your gross
eslate, ﬂ.lnd'i:l. mm ngither the st nor the beneficianies of the trust will be labde for the taxes, the trust income essentially
compounds lax fres,

I you'ne fundang the IDIT with property Ihat generales losses such 8 cenain redl estale pAnnerships, you Mgy wank b use the
lossas by olisel other incoma,

Tradoofis
Trust fs frrevocable

Because i is irevocable, the trust can't be changed or ended except by its own terms, and you will be unable to access the
propearty transbered to the trust.

Tranalers fo (DNT are taxable oiffs

Transfers of property 1o the trest are considered taxabde gifts, and federal gif and estate lax might be due if te amaouni of the gifi
i5 in amcess of the 517,000 {in 2023) annual gift tax exclusion and your gitt and estala tax apphcable exclusion amaunt (which in
2023 5 512.m.mmwmmlm aCiusaon &mount) Ras been exhiseshed,

Caution: Any portion of your exclusion you use duing your lle effectively reduces the sxclusion thal will be availabie af your
deahh.

Ameriprise @ duty 18, 2023

Financial Page 2 of 4, 3ae discluimer on il pags
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The: You may want fo fransfer propery o the frust {and ot of poor gross esfate) withow! incwring giff fax. Pevhaps, for mslance,
you lack the funds o pay the tax o cant atherwise ationd o just give the property away. I thal's the case, seliing the propearty o
the trust can avoid treatment of the transiar as 2 @it You simply take an instaliment nole from the sl v exchange for the

L aince the IONT is a grantor frusl, thane arg no capilal gains or ather income lax consequencas from the sale, There is no
Iaxabie gven! bacause the IRS regards e trust and the granior ag ong and e same.
Many gravior-retained povwers Bl would cadge granior o be axed on rusd ineome can alio cause frust sesels fo be included in
grantor's ostate

The rudess that detenming whather trus! proparty 5 part of your gross estake ane differant from tha rulas that deterrming incomss:
taxcalion. That is wiy an IDIT works. Howenls, mdany of the pdwers that Causs you G5 i granton 10 Be tood on the Irus] incomi
will also cause the property to be includable in your gross estate. Trust propeny will be includabde in the gross estale of the
granior i {armaong cartain othar condifions):

= The granior retaing a reversionary imerest of 5 parcent or mone of the trust property

+ Thi granior retains contral over the enjoyment of the trust propery

+ The granior retaing cedain adminisirative powears over the trust property

= The grantor retains the trust income
Four wil incur cosis 1o creale and malnieln ihe st

You'l need 1o pay an attomey to draft the necessary documentation and transfer property into the trust, You should also consider
paying an annual e 1o & profiessional irusiee (e.g., & bank trust department) 1o manage 1hi trust

Questions & Answers
Can a defective trisl be used in conjinction with an irevocable Fie ingsurmnce trusi?

Yes. Undar Intemal Revenua Code (IRC) Section 677, if the trust uses (or may usa) trust incoms o pay ke insurance premiums
on the life of the grantar or the grantor's spowse, then the trest will be considersd a grantor trust. The gramor may transher
INCOTsE-EOCILCnNG progerty M0 B trust and then use the income irom the nust 10 pay the peemeums on a likg insurance poecy.
The granior willl then be responsible lor paying the tax on the trust income. If the frust is drafted propesty, both the
income-producing progsary and the [Be insurance procaads will not be incleded in the grantor's taxable estate.

Can the gmnfor name himself or hevseil as ihe trustee of the IDIT?

Yes, but the granton generally shiulkd nol serve as tnestes. When creating a thusl, many peopie would Bke i retain Soms contol
over the assats in the trust and the disposition of those assels. The danger Is thal i you retain koo much control over the trust, the
assets in the st will then ba includad in your gross estate.

Can other individuals or entities be named as the frustes of the IDIT?

Yas. in [act, many of the Same powers that may be given 1o the grantor may also De given 10 what is calisd a nonatverse pary. A
nonafverss party 5 an indhvidual or entity other than an adverse party. The IRC delines an adverse party as anyone who has a
subsiantal benaficial mberest in the trust that would be adversaly affectad by the examisa or nonexercise of tha power that ha or
Sl POSSESEES With respect 10 the bus!

Thara ane also spetial rulas if a related or subordinate (1o the gramar) party is named as the tnestés. To awaid mclesion of the trust
i yOour gross estate, you shoukd avoid using any such parties as irustee, The IRC defings a related or subordinate pay &5 ona of
the Tollowing mdividuals, il the indhadual i also & nonadverse pary: the grantors spousae (il ling wah the granlor); the graninrs
father, mother, isswe, brother, or sister; an employes of the grantar; a conposation or employes of a comparation in which the siock
holdings of Bwe granior and the trust ane sghihcant in eams of voling contral; or & suboninate employee of & copadalion in which
the Grantor is an executive.
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Broadridgpe Irvesior Communication Schutions, Ine. dees nol provide invesimenl, e, legal, of retemen
BOVICE OF FECOMMmentddatons. The infomatcn presented here is nal speciic 10 any individual’s pevscnal
CiNCUMTStaNCES.

Tio thia @xtant Shal this material conCerms tx MAamans. § is not inendad of witien 1o be used, and cannol b=
used, by & taxpayer for the purpase of avosding penalties that may e imposed by law, Each taxpayer should
spok independent acvice from a e profiessonal based on his or her individual cocumsiances.

Thease makanals ana prowced for general iInformaton and educatonal purposes Dased upon pubholy Birancon By
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Impacting Cutting-Edge
Technology in the CPA industry
for the future

1023 KASCPA CONFERENCE
CO5TA RICA

BYUNG CHAN AHM, CPA

Agenda

< inroduction
: Bevoletion of Cutting-Edge Technology

: Ixamples of new techaology applications in Accounting and Tax industry

1
2
3: Technology that affect the accoounting and tax indwesiry
4
5

| Eey trends shaping the future of the arcounting and tas indestey
B2 'Why Al won't replace CPA [obs entinely
¥ [ssential actians Tar CPAL to comsbder
B: Actiond & amall secawnting lirmd 1o stay compatitive
B Practical Applicatian Im the real werld
10. Canzlusion

I. Introduction
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I, Revolution of
Cutting-Edge
Technology
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Wihere iechinology has brought sigaificant change to our daily lves
Commmmication (B4, Viden calling etc)
Infarmation Access [Irderngt, Speech Engire)
Work sndl Productisty |Remote work, Pndible o, oodlaboratise fooi )
Ervimrtairamant |Srreaming TV, Musk: sned snding gae=a, W1 E AR]
[ -commsp e | Didires whaxpping |
Hratthcare [Remcte ireaiment, wegrabie healts prodeis]

Continue

Transpartation | Navigstion, Ride-Tharing. IV ]

Personal Fimsnce | Mobile Bankng. Digital Wallets, Personad Finance Tooly - frack expenses, et
budigets, arnshio spending panternd, snd refehve personaliged Mnancisd pdvice)

‘Fmart Home Technology (Mest, Alro, Bing)

Envirdnmental Awirensid 1aT seddan monitor) air B waler, enengy 1ech |
Social impact {Global movement, acthism |

Edwcathon and Learndng [Online courses, eduscational apps)
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Cloud-Based Accounting Software:

= QuicicBooks Onlime:
= Xero

Al-Powerad Automation:

= Dotz An Al-driven software that allows business
owners ta electronkcally capture and store their
FRCERps,

= BCFi: BCFi connects bo all of your financial
institutions and provides easy-to-degest insights
related to spending. investments, debits, cash
flow, and more! The BCF app provides a
comprehénsive and easy-to-digest picture of your
persanal and business finances.
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V. Key trends shaping the future of the
accounting and tax industry
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Complex and
Contextual Declsion
haking

Client Relationships
and Trugt:

Regulatory and
Ethical
Considerationa:
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VIl. Essential actions for CPAs to consider
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VIII. Actions a small accounting firms to
stay competitive

While blg eocowsting firmes may hove the odvantoge of
uignifieoar resourom and coffinag-edige Techaabage smmlf
oecountieg firms con sti compite and thrive i the marker by

Ipveraging thelr unigue strengths and odopting smart
sirdegies.
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Joib costing, (eogresa isllng, ard L plessing for rdustng-
wperifs dedartions.
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IX. Practical Application in the real w-::nrld

Razal-Tiene Fimancial infarmation - BCFR
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Cloud for BEountents - AWS
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X. Conclusion
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viedge You Can Trust
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UltraTax is The Highest Rated Professional Tax Software 2009-2015

[according to the tax software survey conducted by the Joumnal of Accountancy and Tax Advisors)

* Used by ovvor 53% of all praciicing Koman CPAS and EAS in greater MY amsa
* Usad by over 180 practicing Korsan CPAS in Calilomia
* Usiad by 7 out of 10 lamest Koman CPA firms in the US

- Consultants Inc. 8 8840 UltraTax Program$i 748k 29 498 712 9§ wod 4 siguc

- Consultants Inc.
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Korean American Society of Certified Public Accountants (KASCPA)

3435 Wilshire Blvd. Ste 940, Los Angeles, CA 90010
President: Wohn Chul Kim CPA / (213) 383-8553 / office@kascpa.org / Website: www.kascpa.org

KASCPA B
2023 KASCPA Executive Officers

WOHN CHUL KIM KYUNG MO0O KIM BYUNG CHAN AHN SUNG BUM CHO
PRESIDENT FIRST VICE PRESIDENT SECRETARY GENERAL TREASURER

MINNIE LEE ALBERT JANG JINNIE KANG SEUNG YOL KIM
VICE PRESIDENT VICE PRESIDENT VICE PRESIDENT VICE PRESIDENT
PUBLICITY PUBLICITY EVENT GOLF
CHRISTINE K CHU STANLEY CHA WILLIAM LEE MARIN C. PARK
VICE PRESIDENT VICE PRESIDENT VICE PRESIDENT VICE PRESIDENT
GOLF SEMINAR SEMINAR PUBLICATION
JUSTIN OH SOH YUN PARK SALLY H. KIM STEVE KANG
VICE PRESIDENT VICE PRESIDENT VICE PRESIDENT VICE PRESIDENT
PUBLICATION MEMBER RELATIONS MEMBER RELATIONS BYLAW
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TR . B T Linda Han
Los Angeles Office 3731 Wilshire Blvd., Suite 920, Los Angeles, CA 0010 Senior Parfrer

5an Franciico Office 11501 Dublin Blvd., juite 1048, Dublin, CA 4548 Prona: 914-508.1787
Las Vegas Office 4276 5pnng Mountain Bd., Suite 217, Las Vegas, NV 89102 CA, nsuronce Lic#QHS564630
Orange County Office 5281 Beach Blvd., Suite 303, Buena Park, CA 90621

Linda Han & a Registered Representative and Investment Advisor Representative of Equity Servicoes Inc, Securities and Investment Advisory
sangices are offered solely by Equity Services Inc. Mambar FINRA [vwvew linra ofglfSIPC [wewsr sipe.arg). 9515 Desreco Rd, Suite 700, Timaniem
Maryland 21093. Telephone 410-52 7-1292. Worthington Financial Partners is Independent of Eguity Services Inc
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T and their affikates. Each company of the National Life Group is sobely responsible for its own financial condition and contractual obligations

Lite Inswrance Company of the Southwest 15 not an authorized insurer in NY and does nol conduct insuranoe Duss

255 1IN INY. TC136006(09



