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Mission

»

“Maintain high professional standards and support our members and the community at large.

Purpose

The Society is established to advance the profession of accountancy in the State of California;

to encourage the maintenance of high professional standards for the certified public accountant;
to cultivate a cordial relationship among practicing accountants;

to promote a better understanding of the services rendered by certified public accountants;

to act in a representative capacity for the profession;

and to take an active part in the events and activities to be hosted by the LA Chapter of California

Society of Certified Public Accountants.
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Trifecta Wealth : Supercharging
Returns with OBBBA's New Rules

on Cost Segregation,

Bonus Deprecia |0{\ & Opportunity Zone
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Time Value of Money

N
rlo

39 E0t HIB A2

St} 5iEEQt HI8X2|5H=210] AlZte| Xto|7t LEX|ZH ZHHMo 2 ZH|E= F

de gAUS =
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1/1/2023 to
Date of Asset purchased | o, o pefore 9/27/2017 | 9/28/2017 - 12/31/2017 | 1/1/2018 to 12/31/2022 | 12/31/2024, 1/19/2025

eI [ RO and 1/20/2025

15 year depreciation 15 year depreciation 15 year depreciation 15 year depreciation -

- bonus depreciation - bonus depreciation - bonus depreciation bonus depreciation (80,
(50%) (100%) (100%) 60, 40% and back to 100%)
39 year depreciation 15 year depreciation 15 year depreciation 15 year depreciation -

- bonus depreciation - bonus depreciation - bonus depreciation bonus depreciation (80,
(50%) (100%) (100%) 60, 40% and back to

100%)
50% 100% 80% in 2023 and 60% in

2024, 40% in 1/1/2025
-1/19/2025, and 100%
from 1/20/2025

Only to the new Acquired properties & new improvements Acquired properties &
improvements (No new improvements
acquired properties)

Cost segregation adds Without cost segregation, depreciation is limited to
value by increasing mostly 39 or 27.5 years

the portions assigned Cost segregation can identify 15, 7, 5 year assets

to faster depreciation With 100% Bonus Depreciation, first year tax savings
schedules. will dramatically increase.
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ionalism, integrity, and technical competence. One of the cornerstones of quality assurance
in our profession is the peer review process. Administered through state societies under the
oversight of the AICPA and relevant state boards of accountancy, peer review plays a critical
role in ensuring that firms engaged in performing any accounting and auditing services maintain

compliance with professional standards.

> Purpose of Peer Review

The primary purpose of a peer review is to enhance the quality of a CPA firm’s accounting and auditing
practice. It provides an independent evaluation of whether a firm's system of quality control is suitably
designed and operating effectively. More than a compliance requirement, peer review is an opportunity for

firms to gain valuable insights, promote accountability, and improve service delivery to clients and the public.

KACPA JOURNAL 2025 - 2026 vol.27

> Who Is Subject to Peer Review?

CPA firms that perform any accounting and auditing engagements under the Statements on Auditing
Standards (SASs), Statements on Standards for Accounting and Review Services (SSARSs), or Statements
on Standards for Attestation Engagements (SSAEs), Government Auditing Standards, Audits of non-
Securities and Exchange Commission (SEC) issuers performed pursuant to the standards of the Public

Company Accounting Oversight Board (PCAOB) are required to undergo a peer review.

Key examples of engagements subject to peer review include:

* Financial statement audits
* Reviews and compilations
* Agreed-upon procedures

» Examinations of internal controls
Firms that do not perform any of these services are typically exempt but may voluntarily participate.

> The Peer Review Process

There are two types of peer reviews:

0 System Review - For firms performing audits or other attest engagements that require an

understanding and evaluation of the firm’'s system of quality control.

9 Engagement Review - For firms that only perform SSARS or SSAE engagements without audits.

> Procedures typically include:

» Evaluation of firm policies and procedures

* Review of selected engagements for conformity with professional standards
« Assessment of independence and ethical considerations

« Interviews with partners and staff

« Recommendations for improvement, if applicable

The review is conducted by a qualified peer reviewer or review team, typically from a firm with similar

industry experience.

15
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> Final Outcome and Reporting

The result of a peer review is communicated through a Peer Review Report, which includes one

of the following ratings:

» Pass - No findings or deficiencies
« Pass with Deficiencies - Some issues identified, but overall system is functional

« Fail - Significant deficiencies in compliance or quality control

> Important Peer Review Findings: MFCS and FFCS

During the peer review, the following flags may be used:

* MFCS (Matter for Further Consideration by the System/Engagement Reviewer):
A reviewer identifies a potential issue that needs additional evaluation. It may lead to a
formal finding or be resolved without action.

« FFCS (Finding for Further Consideration by the Report Acceptance Body - RAB):

A formal deficiency or significant deficiency identified by the peer reviewer is submitted
to the administering entity’s RAB. The RAB may request a corrective action plan,

monitoring, or even a follow-up review.

These designations promote due diligence and transparency in the review process and ensure

consistency in how findings are resolved and reported.

Peer review results are submitted to the AICPA and, where applicable, state boards of
accountancy. Many states require public disclosure of peer review reports, particularly for firms

issuing audit reports.

16

> Other Key Considerations

« Frequency: Peer reviews are required every three years.

« Preparation: Firms are encouraged to maintain updated quality control documentation,

monitor independence rules, and conduct internal inspections between peer reviews.

« Ethical Duty: The peer review process underscores the CPA’s duty to the public interest,

reinforcing a culture of quality and ethics.

> Best Practices for a Successful Peer Review

* Maintain a Written Quality Control Document - Even small firms benefit from a formalized system.

+ Stay Updated on Standards - Frequent changes in GAAS, SSARS, and SSAE standards

require ongoing education.
« Conduct Internal Inspections - Periodic self-reviews help identify weaknesses early.

« Engage Reviewers with Experience in Small Firm Practice - This ensures both compliance and

practical relevance.

At SBC Accountancy Corporation, we’ve also had the opportunity to serve as peer reviewers for firms
providing compilations without disclosures. Participating in the process from both sides —
reviewer and reviewee—has further highlighted for us the value of continuous improvement and

professional accountability.

> Initiating a Peer Review Through AICPA PRIMA

For CPA firms subject to peer review requirements, the AICPA’s PRIMA (Peer Review Integrated
Management Application) system is the central platform used to manage the peer review process.

Below is a step-by-step outline of how to begin and navigate the peer review process through PRIMA:

17
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( Steps to Peer Review Enrollment )

© = k)

Access Prima > A wait Your Firm > Select a Reviewer

®» O

Report Acceptance &

Determine Peer >
Review Requirement

Complete the Review Maintain Compliance

Follow-Up

Step 1 Determine Peer Review Requirement

You need a peer review if you perform any accounting and auditing services using the

following professional standards:

Statements on Auditing Standards (SASs)

Statements on Standards for Accounting and Review Services (SSARS)*
Statements on Standards on Attestation Engagements (SSAEs)
Government Auditing Standards

Audits of non-Securities and Exchange Commission (SEC) issuers performed pursuant to the
standards of the Public Company Accounting Oversight Board (PCAOB)

If required, firms must enroll in the AICPA Peer Review Program within one year of their first
engagement and the peer review must be accepted within 18 months after first engagement or

three years since your last peer review.

18

Step 2 Access PRIMA

Visit the AICPA Peer Review homepage: www.aicpa.org/peerreview
« Search for PRIMA to access the Peer Review Program

Log in to the PRIMA system using the AICPA credentials of a designated Firm Administrator

Step 3 Enroll Your Firm

+ Select “Enroll My Firm” in PRIMA.

Complete the Peer Review Enrollment Form, including:

Type of services offered

Highest level of service

Date of first attest engagement

Contact and firm information

-

Step 4 Await Review Due Date l
« After enrollment, PRIMA will assign a peer review due date, typically: ! /

- 1 year from the date of the first attest engagement

Step 5 Select a Reviewer

* Use PRIMA to request and select an approved peer reviewer or team from the AICPA reviewer database
» Firms can select a peer reviewer from any state

- https://peerreview.aicpa.org/reviewer_search.html

19
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Step 6 Complete the Review

Reviewer will provide a copy of the Engagement Letter. The Firm must sign the engagement

letter and the executed letter must be provided back to the Reviewer.
Provide the reviewer with copies of both the Firm and Individual CPA license.

Complete Appendix A ‘Engagement Summary Form’ with the number of engagements performed
and level of service provided. Once completed, provide it to the Reviewer to make selections on

which engagements to perform the Peer Review on.

Provide the Reviewer with access to engagement documentation, quality control policies, and
requested materials (e.g., Engagement Profile Form, Financial Statements, Reports, and Client

Engagement Letters)

The reviewer conducts the peer review, typically including:

- Interviews with key personnel
- Evaluation of selected engagements

- Assessment of quality control systems (System Review) or engagement

compliance (Engagement Review)

Step 7 Report Acceptance and Follow-Up

20

Based on the Peer Review conducted, the Reviewer will assess to provide a rating as follows: pass,

pass with deficiencies, or fail.

Reviewer will provide a Representation Letter that must be signed and returned back to the Reviewer.
The reviewer will provide a Peer Review Report outlining the results of the Peer Review

The administering entity’s Report Acceptance Body (RAB) evaluates andissues a final determination

If deficiencies are noted, the firm may need to:

- Submit a Corrective Action Plan
- Undergo monitoring or follow-up review

- Complete additional continuing education

Step 8 Maintain Compliance

Firms must complete peer reviews every three years
Any change in services (e.g., beginning to offer reviews or audits) must be updated in PRIMA

Firms must retain documentation and maintain their system of quality control

Conclusion

Participating in peer review is not merely a regulatory obligation — it is an affirmation of a firm's
commitment to professional excellence. In a landscape of increasing complexity and scrutiny,
embracing the peer review process helps CPA firms remain resilient, reputable, and responsive

to the needs of clients and stakeholders alike.

*Taking these steps will help ensure your firm is well-positioned for a successful peer review.
Peer review 2 2t =l 29| AFgt2 SBC Accountancy CorporaTlon 2| ZtE L] Sung Bum Cho, CPA

& Andrew Choi, CPA Off 29| 3tA|7| HEZfL|CE.

Andrew Choi ccA Sung Bum Cho cpa

jinyouncO57@gmail.com sungbumchocpa@gmail.com
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The "One Big Beautiful
Bill Act" Is Law:

A CPA's First Look at Sweeping
2025 Tax Changes

President Trump’s new One Big Beautiful Bill Act delivers sweeping, long-term tax changes.
The law makes key tax cuts permanent, raises standard deductions, adds temporary breaks

for seniors and workers, expands family credits, and sharply increases the SALT cap.

Businesses benefit from full expensing, permanent QB! deductions, and higher Section 179 limits,
while many clean-energy credits are phased out. Estate and international tax rules are also

significantly updated.

O OBBBA (One Big Beautiful Bill Act)
On July 4, 2025 President Donald Trump signed the One Big Beautiful Bill Act making sweeping

permanent and temporary changes to tax law.

Individual Tax Changes

Rates & Brackets:
= Seven tax brackets (10%/12%/22%/24%/32%/35%/37%) from the 2017 Tax Cuts and Jobs Act
were made permanent with enhanced inflation adjustment for 10%/12%/22% brackets. Without this
provision, five out of seven marginal (individual) income tax rates will rise at the end of the year. Nine
out of 10 small businesses are organized as pass-through businesses and pay regular income tax rates

rather than the C-corporation rate.

KACPA JOURNAL 2025 - 2026 vol.27

Standard Deduction:

= The standard deductions for 2025 have increased to $15,750 (single), head of household $23,625, and
married filing jointly to $31,500 permanently, then inflation adjusted.

New Senior Deduction:

= A temporary $6,000 deduction per taxpayer for ages 65+ will be available from 2025-2028. This
deduction will phase out when modified gross income exceeds $75K (single) or $150K (married filing

jointly).

Child Tax Credit:

= The expiring child tax credit is now permanent and increases to a $2,200 maximum in 2026. The credit

will be adjusted for inflation thereafter.

= The addition of "Trump Accounts" will give parents a $1,000 tax-free credit for each child born between

2025-2028.

SALT Cap:

= The SALT cap for itemized deductions is being raised from $10,000 to $40,000 in 2025. This new cap
will be adjusted for by 1% inflation each year through 2029, ending at the beginning of 2030.

* The phaseout for the increase in itemized deductions starts at $500K MAGI.

Workforce Deductions (2025-2028):

= No tax on Tips : From 2025-2028, qualifying individuals will be able to deduct $25,000 annually from
the federal taxable income. Qualifying individuals will typically work in occupations which rely on tips
including, waiters, bartenders, and more. This deduction phases out at $150K (single) and $300K (filing
jointly).

= Overtime : Qualified overtime compensation can be deducted up to $12,500 (single) and $25,000
(filing jointly).

Deduct car loan interest:

= Car buyers could deduct up to $10,000 annually in car loan interest payments if they buy a vehicle
assembled in the U.S. This deduction will phase out between $100K and $150K (single) or $200K~
$250K (filing jointly).
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Business Tax Changes

R&D Expensing:
= Permanent immediate expensing has been made available for domestic research and development

expenses.

= Small businesses can amend their 2022-2024 returns of up to $31 million in gross receipts.

Bonus Depreciation:
= The 100% depreciation is now permanent. This replaces the phase-down of 40% for property after

January 19, 2025.

= Increases Section 179, Small Business Expensing Cap from $1.25 million to $2.5 million. This will allow

small businesses to fully expense business equipment purchases in the first year.

= A temporary 100% expensing for qualifying structures that start construction in 2025-2028 will be

granted.

Pass-Through Deduction:

= The 20% deduction rate for qualified business income (QBI) is now permanent. The phase-out
threshold on deductions for business entities like SSTBs have been increased from $50K to $75K

(single) and $100K to $175K (filing jointly).

= A new $400 minimum deduction for active participants that is adjusted for inflation is in effect.

Green Energy:

= Most Inflations Reduction Act (IRA) credits will terminate 2025-2027. This includes, but is not limited
to tax credits for renewable energy production, such as solar and wind, as well as clean energy project

will phase out by the end of 2025.

= Exceptions for nuclear/hydro/geothermal are being made for construction projects that begin within

12 month of the signing of the OBBBA.

28

Estate & International

Estate Tax Exemption:
= The lifetime gift tax exemption has been increased to $15 million (single) and $30M (married filing

jointly) permanently, while being adjusted for inflation.

= Increases and makes permanent the Small Business Estate Tax Exemption. The new exemption

thresholds will be set at $15 million for individual filers and $30 million for joint filers.”

International:

= GILTI (Global Intangible Low-Taxed Income) is renamed to Net CFC Tested Income (NCTI) with a new

tax rate structure of 12.6% to 14% applied after foreign tax credits

= The BEAT rate increases to 10.5% while maintaining current rules that allow US tax credits to offset

BEAT liability.

e

Sally Kim cpa

sallykimcpa@hotmail.com
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The IRS Al & Tech Revolution :

Audit and Collection Enforcement

& Defense Strategies

i § ; §& \\ *\ME
| T#8'U.S" Internal Revenue Service (IRS) is rapidly transforiming its audit and collectio rmathods M]]Z‘?? o
o) the T . { ; I ’Upﬁ . Mﬁ )
by leveraging artificial intelligence (Al) and data analytics technologies. Crackdowns are intensifying] N
particularly in cash-based industries, with major audit targets including discrepancies between
lifestyle and reported income, as well as large cash deposits. In-addition, the IRS is modernizing
its outdated systems by transitioning to Al-based platforms to build a more efficient collection
infrastructure. Amid these changes, transparent reporting and prompt consultation with tax
professionals have become essential for taxpayers.
Q IRS Cash Business Crackdown - Red Flags & Defense Strategies
The IRS faces a 7% workforce reduction which Key warning signs include lifestyle-to-income
results in reduced tax audit numbers but ramps up inconsistencies - reporting low income while driving
increased enforcement actions against businesses luxury cars or taking expensive vacations creates
that handle cash transactions. The IRS focuses its high audit risk. IRS auditors now systematically
enforcement efforts on businesses that handle analyze taxpayers' living costs, property ownership,
cash transactions such as restaurants, nail salons, and vehicles.
barbershops, and laundromats. The IRS needs to Other major warning signals include taking loans
optimize its limited resources because it recovers while maintaining substantial cash holdings,
$12 for every $1 spent on audits according to excessive losses or margins versus industry averages,
historical data. and repetitive cash deposits over $10,000.
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The IRS uses sophisticated data analysis through
the Accurint database, allowing over 4,000
government agencies to track assets, relationships,
and financial status in real-time. Bank reporting
systems automatically detect cash transactions
over $10,000, and structured deposits to avoid
detection are also captured. The IRS employs
indirect investigation techniques including cash
flow analysis, margin reversal methods, and bank

deposit analysis to reconstruct income.

Most importantly, upon receiving any IRS notice,
immediately consult experienced tax professionals

specializing in IRS audits and collection matters.

e Technology-Driven Enforcement :
Strategic Changes and Implications

As a CPA and Certified Tax Resolution Specialist,
understanding the fast-changing IRS technology is
very important. The agency is making big digital
changes because they have fewer staff and very

old computer systems that has not been working

well together.

W
f
‘nll.lr

he Old Computer Problem and Fix Timeline
The IRS is changing from very old computer
systems (some from the 1970s and 1980s) to
one new system using Artificial Intelligence (Al).
This change is needed because the agency used
to work with many different systems - sometimes
20 to 30 separate systems - which made it almost
impossible to manage cases properly. When
systems don't work together, IRS workers had
trouble seeing the whole tax picture in one place.
This caused delays, mistakes, and made taxpayers

send the same papers over and over.

Even though the IRS handles about $500 billion in
tax debt with very few workers (only about 8,500
employees managing all this debt), they are using
modern technology like Al to jump many years
ahead. But tax professionals need to be realistic:
while new digital tools come out all the time, the
change takes a long time. The Taxpayer Advocate
Service says it will take two to three years before
all new services work fully for both individual and

TaxPro accounts.
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Al Use :

Targeted Collections and Enforcement

The main goal of using Al is to make collection and
enforcement better while using less manual work,
especially handling paper. The IRS is actively using Al
to study taxpayer data and patterns, helping them
group taxpayers and fix problems before they get
worse. The agency has even started working with
“ChatGPT for government use” as of mid-August.
Al is already changing how the Automated
Collection System notifications work by looking
at each taxpayer's past behavior to decide timing.
Taxpayers with a history of not paying get notices
much faster.

The look and language of IRS notices are also being
updated. While key notices like the CP-14 and the
CP504 (Notice of Intent to Seize/Levy) will stay,
letters about appeal rights, like the final Notice of
Intent to Levy and the Notice of Federal Tax Liens,
are being rewritten.

The IRS is also using Al to help choose audits for
complex partnerships, but people still oversee the
process. The agency is actively reviewing major
enforcement plans and is making enforcement
stronger for 2025 by targeting unreported income

and using better audit computer programs.

New Digital Tools for Taxpayers and

Professionals

The digital change aims to make online access easier
and reduce long phone wait times. This includes
rolling out new online tools slowly, often testing
them first on individual accounts before moving to
TaxPro accounts, because practitioner accounts

need extra security.

9 When Tax Collection Goes Wrong :
The Hidden Costs of Ignoring IRS Notices

When tax collection notices arrive, ignoring them
triggers a predictable escalation that can devastate
the taxpayer’s financial life. The IRS possesses
extraordinary power to garnish paycheck, freeze
bank accounts, and file a Notice of Federal Tax Lien
or seize property including real estate, vehicles,
and personal and business assets, and professional
licenses can be suspended. Even more, passports can
be denied, revoked, or limited for Seriously Delinquent
Tax Debts totaling more than $64,000 (for 2025) that
restricts or prevents international travel.

The financial damage compounds daily through
penalties and interest that often double or triple
the original debt. Business owners face particularly
harsh consequences, including asset seizure and
third-party levies that can destroy business
operations overnight. The situation becomes even
more severe when a Revenue Officer (field collector)
gets involved, as they have enhanced enforcement
powers and can pursue the Trust Fund Recovery
Penalty, which makes business owners personally

liable for unpaid employment taxes.

Real-World Success Stories :
Professional Intervention Makes the Difference

The power of professional tax resolution becomes
clear through actual client outcomes. Among
numerous cases, Innas faced a $285,274 balance
with passport restrictions and an Intent to Levy
Notice. Professional intervention identified wrongful
IRS assessments, completely eliminating the entire
balance and lifting all restrictions.Senecio received
a shocking $1.1 million California tax assessment
despite properly paying taxes overseas. Expert
representation challenged the improper assessment,
removing almost the entire balance and saving his
business and livelihood.

Hernando's small business faced a $70,000 tax bill
after business failure. When their prior accountant
failed and the IRS sent a Final Intent to Levy notice,
professional intervention negotiated an Offer in
Compromise, settling the debt for only $180.

Brian couldn't refinance his home to pay $232,000
in back taxes due to IRS liens. The IRS imposed
monthly payments beyond what he could afford to
make. Professional analysis secured a payment plan
of only a few hundred dollars monthly, and he was
able to proceed with the needed refinancing.
Justin faced a $141,575 sales tax debt threatening
his business. Through expert CDTFA procedures
and strategic Offer in Compromise negotiations, his
debt was reduced by 90%.

Jim. faced nearly $300,000 in accumulated penalties
and interest. Strategic penalty abatement requests
resolved by removing almost the entire penalty

burden.

Certified Tax Resolution Specialist

Why Professional Tax Collection
Specialists Are Essential

Professional tax collection specialists offer
immediate safeguards through collection holds
and strategic actions that individual or business
taxpayers find challenging to accomplish on their
own. They have a deep understanding of the
IRS policies and procedures related to collection
resolution, established connections with high-
ranking IRS officials, and are well-versed in
the complex documentation requirements and

negotiation tactics that influence success or failure.

Tax collection issues do not resolve themselves
through inaction. They necessitate strategic,
professional intervention to safeguard assets,
income, and financial stability. The sooner you seek
assistance, the more options will be available to you,
leading to a more favorable outcome. Professional
tax collection representation often emerges as the
most cost-effective route to resolution while
ensuring your financial security and peace of mi
SSnd.

James M. Cha cpa

james@taxwise-cpa.com
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High-income clients increasingly need stronger tax-saving tools beyond traditional 401(k)s. Cash
Balance Plans allow much larger pre-tax contributions, making them one of the most powerful
strategies available. Justin Lee of JMJ Financial Group specializes in these plans for high-earning
professionals. For CPAs, they offer significant tax savings for clients while strengthening long-term

advisory value.

I The Growing Importance of Cash Balance Pension Plans

High-income business owners and professionals in the U.S. continue to face increasing tax burdens and
limitations in traditional retirement savings vehicle s. Plans such as 401(k)s and IRAs—while valuable—
often fall short for clients seeking meaningful tax reduction and accelerated retirement accumulation.
In this environment, the Cash Balance Pension Plan has emerged as one of the most powerful tools for

high-earning individuals and small to mid-sized business owners.

Based in Chicago and Newport Beach, Justin Lee, JMJ Financial Group specializes in advanced retirement
design and tax-efficient strategies for high-income individuals, including medical and dental professionals,
law firm partners, consultants, CPAs, and small to mid-sized business owners. A key focus of our practice
is the strategic design, implementation, and optimization of Cash Balance Plans, with many clients

contributing $200,000 to over $1,000,000 per year in tax-deductible contributions.

KACPA JOURNAL 2025 - 2026 vol.27

I Why Cash Balance Plans Matter for CPAs

1. Immediate and significant tax reduction
Cash Balance Plans allow for exceptionally high pre-tax contributions. Depending on age and compensation

structure, clients can often shelter hundreds of thousands of dollars—far exceeding 401 (k) limits.

For CPAs, this creates a high-impact opportunity to deliver measurable, immediate tax savings for clients.

2. Works in conjunction with existing 401(k) plans
A major advantage is that Cash Balance Plans are typically paired with a 401(k)/Profit Sharing Plan.

This creates a multi-layered tax strategy:

« Maximum 401(k) deferrals
- Profit Sharing contributions

+ Plus large Cash Balance Plan contributions

This combined structure offers a powerful framework for long-term tax reduction and retirement funding.

3. Enhances long-term client retention
A properly designed Cash Balance Plan integrates deeply into a client’s long-term financial and tax

framework.

As a result, CPAs who introduce and manage this strategy develop:

- Longer client relationships
- Higher client loyalty

- Increased retention among high-value clients

4. Expands a CPA’s professional service offering

Moving beyond annual tax preparation, CPAs can position themselves as:

- Strategic tax planners
- Retirement accumulation partners

+ Holistic financial advisors to business owners

This differentiation strengthens credibility and elevates the CPA's value proposition.
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I Contribution Comparison by Age
The following chart illustrates example annual contribution limits for ages 45, 55, and 65, comparing a

traditional 401(k) + Profit Sharing structure with a Cash Balance Pension Plan.

Cash Balance Plan limits scale significantly with age, offering an especially powerful benefit for older,

high-income professionals and business owners.

I Figure 1. Comparative Annual Contribution Limits (Illustrative)

401(k) and Profit Sharing limits remain relatively flat, typically capped around ~$66,500.

Cash Balance Plan limits increase substantially with age—often allowing contributions of $150,000

to $350,000 or more depending on demographics and plan design.

This makes Cash Balance Plans uniquely effective for high-income individuals seeking large tax

deductions and accelerated retirement accumulation.

[lustrative Contribution & Estimated Tax Savings (40%) by Age
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I Ideal Candidates for a Cash Balance Plan

* Business owners earning $500,000+ annually

- High-income professionals (medical, legal, accounting, consulting)
- Businesses with 1-100 employees

- Individuals within 5-15 years of retirement

- Clients seeking aggressive tax reduction or strategic wealth transfer

I How JM]J Financial Group Supports CPAs
We partner closely with CPAs to design and maintain optimal Cash Balance Plan structures tailored
to each client’s business and income profile.

Our services include:

- Cash Balance Plan feasibility studies

- Plan design and multi-year contribution strategy

- IRS and ERISA compliance support

- Integration with existing 401(k)/Profit Sharing plans
- Customized owner/staff allocation optimization

- Annual actuarial calculations and plan administration

- CPA-ready tax savings analysis and projections

This collaboration helps CPAs deliver deeper, more advanced tax strategies—strengthening both

client outcomes and professional relationships.

I Conclusion: Cash Balance Plans as a Differentiation Strategy for CPAs
Among all available retirement and tax-advantaged structures, the Cash Balance Plan remains one

of the most effective and compelling for high-income earners.

For CPAs, introducing this strategy elevates their role from tax preparer to strategic tax architect,

enhancing both client satisfaction and long-term engagement.

Justin Lee, JMJ Financial Group, is committed to supporting CPAs in delivering advanced, high-value

planning strategies that help clients meaningfully reduce taxes and build long-term financial security.

Justin Lee
Principal Financial Advisor | Cash Balance Plan Specialist

JMJ Financial Group, Inc.
847-769-4988
LeeJu@CeteraNetworks.com
www.jmjfg.com
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Outsmart the Sales Pitch :

Elevate Your Practice With
Independent Life Insurance Reviews

As a CPA, you're a trusted advisor in tax and financial matters—but many clients remain vulnerable
in areas like life insurance, annuities, disability and long-term care coverage. By encouraging an
independent Life Insurance Review (LIR) before your clients commit to policy terms, you help

safeguard their interests, strengthen your fiduciary role, and differentiate your practice.

As a CPA professional, you are your clients’ most trusted advisor for tax, accounting, and financial matters.
Yet, one area where many CPAs unintentionally leave clients vulnerable is with life insurance company

products — including life insurance, annuities, disability insurance, and long-term care coverage.

These products are rarely purchased through careful research. Instead, they are typically sold and pushed
by agents, brokers, and financial advisors who are highly trained in sales and objection-handling—but not
fiduciary planning. Their motivations are tied to commissions, bonuses, and production awards, not your

client’s best interests.

KACPA JOURNAL 2025 - 2026 vol.27

The Hidden Challenge Your Clients Face

If you type “best life insurance product” into Google, you'll find millions of results filled with conflicting
promises. In reality, most consumers are told by salespeople that they are getting the “best” product—
when in fact, the “best” product is usually the one that pays the highest commission or is being most

heavily promoted.

Bottom line:

= Your clients do not win sales contests.
= Your clients do not receive commission checks or sales bonuses.

= Your clients must live with these products for the long term—often as a core part of their financial plan.

That’s why your role as a trusted CPA requires you to encourage a second independent opinion before

your clients commit to any insurance product.

The Free-Look Period : The Consumer’s Only Defense

Every life insurance policy or annuity comes with a “free-look” period of 10-30 days. During this time,
clients have the right to cancel or revise their policy. More importantly, it's the perfect opportunity to

obtain an independent Life Insurance Review (LIR) to verify whether the product truly meets their needs.

Unfortunately, this safeguard is often buried in the fine print, and agents are not required to highlight it
verbally. Without proper guidance, many clients miss this one window to avoid being locked into a policy

that may not be suitable—or may never perform as promised.

Why CPAs Must Lead, Not Follow

If you don’t guide your clients on insurance-related issues, someone else will. Many insurance sales
professionals don’t just sell policies—they also present tax concepts and strategies (e.g., ‘tax-free

retirement,” “tax-free income,” or “Life Insurance Retirement Plans (LIRPs)”).

To clients, this may sound like financial planning. In reality, it’s often a sales pitch for specific products.

This can:

= Undermine your authority as the client’s fiduciary.
= Jeopardize your client relationships.

= Cause clients to move their business elsewhere, believing they’re receiving “more value.”
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By proactively promoting the need for independent Life Insurance Review, you:

= Protect your clients from being misled.
= Reinforce your position as their trusted fiduciary advisor.

= Add value to your practice through consumer advocacy that salespeople cannot provide.

Why Work with a Licensed Life Insurance Analyst

A Life Insurance R1eview (LIR) should be performed by a licensed life insurance analyst—a rare professional
license that carries fiduciary responsibility to act in the client’s best interest. Unlike agents or brokers,

analysts are not motivated solely by commissions or product incentives.

= Independent and fiduciary-level reviews of policies.
= Expertise in tax and financial planning, often working alongside CPAs and enrolled agents.
= Use of structured evaluation tools such as a policy performance checklist.

= Ability to assess both new recommendations and existing policies to en sure they are performing
as originally illustrated.

Your clients deserve to be served—not sold to. Encouraging them to get a Life Insurance Review ensures

their interests—not sales incentives—come first.

FAQs About Life Insurance Review (LIR) for CPAs

Why should CPAs encourage Life Insurance Reviews?

Because insurance products directly affect tax planning, estate strategies, and retirement income. If

policies underperform or are misaligned, the financial consequences can be significant.

What’s the difference between an agent and a licensed life insurance analyst?

Agents and brokers are sales professionals compensated through commissions. A licensed analyst is
an independent fiduciary who provides objective policy reviews without product bias and is typically
compensated by a fee. And yes, a licensed life insurance analyst can also act as an independent broker

and, if appropriate, offer life insurance products.

How does the free-look period help clients?

It gives clients 10-30 days after delivery to cancel or revise a policy. This is the critical window of time to

obtain an independent review before they are locked in long term.

Should existing policies also be reviewed?
Yes. Policies often underperform compared to original illustrations. A review ensures clients know whether

their policy is on track—or needs adjustment.

How does promoting LIR benefit my CPA practice?
By guiding clients toward independent review, you protect them from being sold unsuitable products,
strengthen your fiduciary role, and prevent other professionals from undermining your client relationships

with sales-driven strategies.

Can CPAs partner with a licensed life insurance analyst agency to add these services?

Yes. Many licensed analyst agencies and brokerage firms allow CPAs to partner strategically, providing Life
Insurance Review services as part of your practice. This collaboration not only strengthens your client
offering but, in many cases, may also include revenue-sharing opportunities—creating additional value for

both your clients and your practice.

Final Word for CPAs

Your clients already trust you with their tax and financial future. Don’t allow their insurance decisions

to be dictated by sales agendas.

-

John Nguyen Ea, cLU®, ChFC®

Licensed Life Insurance Analyst
LifelnsuranceReview
714-231-5807
john@lifeinsurancereview.com

www.lifeinsurancereview.com/taxpros
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Tax Court Tactics :
Case-Based Strategies for
IRS Appeals Suecess

Key tactics for appeals and Tax Court proceedings include thoroughly checking the IRS's final
examination report for calculation errors, conducting critical research on tax law and precedent, and
strategically choosing between a non-docketed or docketed appeal. Success hinges on meticulous
preparation, framing complex issues in simple language , and emphasizing the hazards of litigation
to encourage settlement with the IRS. If the case proceeds to Tax Court, practitioners must prepare

for a bench trial, including filing a Stipulation of Settled Issues and a Pretrial Memorandum.

In over 16 years as a Tax Attorney, | have represented more than 1,000 clients in IRS disputes. These
disputes involved a wide range of issues across various stages of IRS procedures. This includes more than

500 cases representing clients in the United States Tax Court, on a myriad of disputed items including:

» Partnership basis * Innocent spouse relief

* At-risk activities + Real Estate Professional status
* Passive activity issues * Gross Receipts issues

» QBIl issues  Collection Issues

« Qualified Opportunity Zones (Q0Z) . BBA Audits (Notice of Final Partnership Adjustments)

And many more.
Through these cases, | have learned some fundamental principles that can assist practitioners when
representing clients before the Internal Revenue Service. The scope of this article focuses on later stages

of the audit and what | have found to be best practices for Appeals and Tax Court proceedings.

KACPA JOURNAL 2025 - 2026 vol.27

@ Considerations When Your Client Has Received a Final Examination Report

The initial audit stages are left out of this discussion. By this point, you have been through the IRS
examiner interview, documents have been requested and submitted, a preliminary examination report was
perhaps received, and additional documents submitted. The IRS has now issued a final report. What are

the next steps for a practitioner?

» Check IRS Calculations Thoroughly
IRS examination reports often contain incorrect computations, especially regarding AMT adjustments,
Self-Employment Tax, Net Operating Losses, and other credits. Preparing a “workpaper” tax return

that includes the adjustments and comparing balances due will help identify errors early.

» Account for State Tax Consequences
After an IRS audit, state agencies such as the Franchise Tax Board will receive the audit information
and make corresponding adjustments. These state-level consequences can sometimes outweigh

federal adjustments, influencing whether an appeal should be filed.

» Advise Clients on Tax Court Options
It is prudent to inform clients about the opportunity to consult with a Tax Court practitioner. This

ensures they understand their rights and options for disputing their liability.

@ The Importance of Research

Handling diverse legal issues requires thorough research. No practitioner is an expert in every area of tax
law, and each case can present unique challenges. Research becomes critical for most cases to ensure
effective representation and strategy. Whether it’s interpreting IRC §469 for passive activity losses
or navigating QBI deductions, investing time in research pays dividends. Specifically, finding Tax Court

precedent on cases that mirrors issues you are disputing works wonders.

© IRS Appeals: Docketed vs Non-Docketed
When a client receives a final examination report, you must decide between pursuing a non-docketed
appeal or waiting for a docketed appeal:

« Non-Docketed Appeals : Submit a Request for Appeals Review before filing a Tax Court petition.

» Docketed Appeals : Wait for a Notice of Deficiency and then file a petition with Tax Court.

You only get to choose one path, and this decision can significantly impact the case strategy.

Disadvantages of Non-Docketed Appeals
« No suspension of assessment; often requires consenting to a statute extension.
 Appeals officers may be less impartial, leaning toward IRS positions.

* Risk of new issues being raised during review.
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Advantages of Docketed Appeals
* Harder for IRS to introduce new issues once docketed.
* Increased leverage—proximity to trial encourages settlements.
» Appeals officers consider litigation hazards more seriously.

« Potential for discovery if the case proceeds to trial.

@ Appeals Strategies : Preparation
Preparation is the cornerstone of success in Appeals. Best practices include:

 Collecting all relevant documents early—tax returns, receipts, correspondence.
« Analyze details to identify IRS errors or discrepancies.
 Organizing information using spreadsheets or visuals for clarity. Disorganized cases weaken credibility.

» Requesting lead sheets from the IRS to understand their calculations and positions.

@ Framing the Issues

Technical details can overwhelm an Appeals officer. Frame issues simply and favorably for your client.
For example, in Real Estate Professional status cases under IRC §469, it is easy to get technical and cite
regulations, which can make it difficult to follow for IRS. Rather, frame issues in laymen’s terms. In the

above example, toe Core question can be framed as:
Did the taxpayer spend more time on real estate activities than at their W-2 job?

Presenting issues in plain language helps the IRS focus on the facts that matter.

@ Emphasising Hazards of Litigation

A powerful negotiation tool is highlighting the hazards of litigation to the IRS. Appeals officers are tasked
with weighing risks to the government. Emphasize these risks and the benefits of settling. For example,
if your client has strong documentation and credible witnesses, make that clear—settlement may save
the IRS time and resources. The IRS also has to consider the risk of setting precedent if they lose a case.
They may be willing to settle one case, even though they believe they can prevail, if the risks of losing in

Court means it creates precedent that other taxpayers can follow.

@ Use the Strengths and Weaknesses of your case
Carl Sandburg’s timeless advice applies here :

“If the facts are against you, argue the law. If the law is against you, argue the facts. If the law and the

facts are against you, pound the table and yell like hell.”

Work on the specifics of your case and focus on those specifics when dealing with the IRS.

@ Post-Appeals: What Happens Next

If Appeals does not resolve the case, it moves to IRS counsels office to prepare for trial in Tax Court.
A trial date is scheduled, but practitioners typically have three to four months to negotiate with IRS
counsel. If progress is being made, file a Motion to Continue—Tax Court usually grants it if done timely

and not to postpone proceedings.

© Tax Court Schedule and Trial Preparation
If settlement fails, trial preparation begins. Tax Court is relatively informal compared to other courts, but
preparation is key:

* File a Stipulation of Settled Issues jointly with IRS counsel.

* File a Pretrial Memorandum for unresolved issues.

These motions need to be filed at least 21 days before the trial date.

Tax Court trials are bench trials—only a judge, no jury. The judge ensures fairness and relevance.

Be prepared for a formal yet accessible process.

Opening statements allow both parties to summarise their cases. As petitioner, you present first:
» Introduce documents and call witnesses.

» You may testify on your own behalf.

The IRS then presents its case, focusing on deficiency or penalty justification. Cross-examination follows.

Generally, the taxpayer bears the burden of proving the IRS determination is incorrect. In fraud cases,
the IRS bears the burden. Closing arguments summarise key evidence and legal points. Judges may ask

questions or request clarifications before rendering a decision.

Final Thoughts
Success in IRS Appeals and Tax Court hinges on preparation, strategic framing, and effective advocacy.
By mastering these tactics—research, issue framing, negotiation, and trial readiness—practitioners can

significantly improve outcomes for their clients.

Arnold van Dyk Esq.

Law office of Arnold van Dyk
714-321-3369
arnold@arnoldvandyklaw.com
www.arnoldvandyklaw.com
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Deferred Compensations:

Employer Funded Supplemental Executive
Retirement Plan (SERP) and
Employee Funded Deferred Income Plan (DIP)

The Employer Funded Supplemental Executive Retirement Plan (SERP) and the Employee Funded
Deferred Income Plan (DIP). Both plans are designed to help the employee save for retirement and
provide a death benefit for their family, while also serving as a "golden handcuff” to retain the key
employee. Both are typically informally funded by the company using a permanent life insurance policy
and must be drafted to comply with IRC Section 409A. Under both plans, the company can deduct

benefit payments when made, and the retirement or death benefits are taxable income to the recipient.

KACPA JOURNAL 2025 - 2026 vol.27

Employer Funded Supplemental Executive Retirement Plan (SERP)

Basic Information
» Key Employee (Key) is employed by ABC Company.
The business does not have a qualified plan, and

Key is concerned about his retirement.

Goals and Objectives
« ABC wants to make certain Key does not leave, as

Key is talented and losing him would be costly.

Key would like to open a discussion with ABC

over his concerns about retirement.

» Key would also like for his family to be taken

care of after his death.

Proposed Concept
* ABC and Key enter into a written SERP agreement,
drafted to comply with IRC section 409A.

* Under a SERP, ABC may informally set aside

assets to fund a benefit at Key’s retirement
and/or fund a benefit to Key’s heirs at Key’s
death. The informal funding medium could be a
permanent life insurance policy owned by ABC.
To preserve the income tax free nature of the
death benefit for ABC, ABC must comply with the
notice and consent and exception requirements
under Internal Revenue Code Section 101(j). At
Key’s death, ABC would have cash from the death
benefit to reimburse the company for payments
made, and to pay any death benefits as outlined

in the SERP agreement.

At Key’s retirement, the plan would pay income to
Key for a period of years. ABC can use the cash
value of the policy to informally fund the retirement

benefits. ABC could withdraw the cash value from

the policy up to ABC’s basis and then switch to « The plan would be subject to the claims of

loans from the cash value to pay the retirement ABC’s creditors.

benefits. Loans against the policy accrue interest . At Key's death, ABC will receive any life insurance

and decrease the death benefit and cash value by policy death benefit free from income tax.

the amount of the outstanding loan and interest. ) _ _ _
» When benefits are paid to Key in retirement or

* In exchange, the plan generally would have a to the family at death, ABC can deduct the

requirement that Key stay with the business until payments as compensation.

his retirement date. If Key left early, he would o , , ,
* The benefits in retirement or the benefits at Key's

forfeit all or part of the money in the plan as set
2 / k death to his family would be taxable income to

forth in the SERP agreement. .
the recipient.

During employment:

Kev Emplovee C Insurance
y ploy SERP Agreement ompany Premium to buy Company
insurance policy for
informal funding.
At retirement:
Kev Empl Insurance
€y cmployee Benefit payments Company Policy values used Company
to make payments.*
Tax deduction
Taxable income
"R |
At death, pre or post retirement, if survivor benefit due:
Key Employee c Insurance
- i - ompany ,
Beneﬂaary Survivor benefit Death benefit Company
Tax deduction
Tax on survivor benefit
[ IRS }

* Loans accrue interest at the current rate. Loans and withdrawals will decrease the cash value and death benefit.

This tax-related discussion reflects an understanding of generally applicable rules and was prepared to assist in the
promotion or marketing of the transactions or matters addressed. It is not intended (and cannot be used by any taxpayer)
for the purpose of avoiding any IRS penalties that may be imposed upon the taxpayer. New York Life Insurance Company,
its agents and employees may not provide legal, tax or accounting advice. Individuals should consult their own professional

advisors before implementing any planning strategies.

© 2020 New York Life Insurance Company. All rights reserved. SMRU 5034915 (exp. 2.28.2028)
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Deferred Income Plan (DIP)

During employment:

_ _ Insurance
Basic Information life insurance policy owned by ABC. To preserve Key Employee DIP Salary deferrals Company S Company
Key Employee (Key) is employed by ABC Company. the income tax free nature of the death benefit deferrals used to

. . : buy insurance
No deduct
The business has a qualified plan, but Key would for ABC, ABC should comply with the notice and o deceron policy for informal
like to have additional income to supplement his consent and exception requirements under IRS funding.
e Internal Revenue Code § 101(j). _
' At retirement:
Key has been offered a salary increase. Key would not have to pay income taxes
o currently on the salary increase he deferred, but
Goals and Objectives _ _ Key Employee Compan Il
would pay income taxes when future benefit y y Benefit payments pany Policy values Company
Key would like to explore what he could do to _ used to make
payments are received. ABC would not take avments
supplement his retirement and is willing to forego _ _ _ Tax deduction P%Y '
adeduction for compensation expense until the ‘EvellE e
his salary increase to accomplish his goals. ,
future benefit payments are made. IRS
Key would also like for his family to be taken ) _ _
At Key's retirement, the plan would pay income
care of following his death. . . ) ) ) )
to Key for a period of years as determined by the At death, pre or post retirement, if survivor benefit due:
ABC wants to make sure Key does not leave DIP agreement. ABC can use cash value of the life
ABC, as Key is very talented and losing him insurance policy to fund the retirement benefits. Insurance
would be costly to ABC ] Key Employee - ; Company -
: Such withdrawals and any loans can decrease Beneficiary Survivor benefit Death benefit Company

Tax Implications
ABC should meet with theirinsurance professional
and other professional advisors as needed to

discuss some sort of a “golden handcuff” for Key.

A Deferred Income Plan (DIP) compliant under
Internal Revenue Code § 409A would meet all
of Key’s and ABC’s objectives. Under a DIP, Key
would forego his salary increase and ABC would
put that money into the plan. The informal

funding medium would typically be a permanent

both the policy’s cash value and death benefit.

The plan would be subject to the claims of ABC’s

creditors.

When benefits are paid to Key in retirement or
to the family at death, ABC can deduct the

payments made.

The benefits paid in retirement or at Key’s death

to his family would be income taxable to them.

Tax deduction

Tax on survivor benefit

IRS

This tax-related discussion reflects an understanding of generally applicable rules and was prepared to assist in the

Ryan (Insun) Song

Financial Services Professional

Seungjin "Gene" Seok

promotion or marketing of the transactions or matters addressed. It is not intended (and cannot be used by any taxpayer)
MBA, ChFC® AIF®

for the purpose of avoiding any IRS penalties that may be imposed upon the taxpayer. New York Life Insurance Company,

its agents and employees may not provide legal, tax or accounting advice. Individuals should consult their own professional Jooha Financial & Insurance Services Inc. Coram Deo Insurance and Financial Services. Inc.

714-255-7132 714-255-7145
ryan@joohafinancial.com gene@coramdeoifs.com

advisors before implementing any planning strategies.

© 2020 New York Life Insurance Company. All rights reserved. SMRU 5033370 (exp. 8.31.2028)
www.joohafinancialservices.com www.CoramDeolFS.com
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H| Xi8A B|AE (Nondiscrimination Test Be= NDT2+1 &SHZI&LICH T2 QIL|Ct,

fjo

Combo ZzH2| Zt 1 2 221 401(k), Profit-Sharing, Z12|11 Cash Balance 282 2

il
n
=Z
O
_|
i
ofm
[
5
°
o
I
il

X2 AKXt HIAE (Coverage Test - IRC § 410(b))

YHH O 2 NHCESC| Z3 20§ H|80| HCEE 2| Z|4 70%0[0{0F FfL|CY.

UM HYMZO|, 278 AIFHOIM Combo E7tS =sh= 7P 2 |2 TR 710122| 2f 85%~95%F HCE

S OFoF NHCES S ZaiS0of| ZEHA|F|X| 2O A|2{TH oftd AUXIsH F=lof| H2fof SH|CE of|, 3|AIE A, B, C
= 2 MAHSI= 2 AlIBELT| Qi Mpst = =l ol o5t
SO0IAl SO07I=F HAISk= AYLICE Ol M| oM e Fueh 2 F2et Br=EX0l HAETL HQgfLCt. O|ZA| 3702 2+T Q=0 3|A} COll CiL|= XIS S Zakof EEHA|F|X| QH=C}
Zajo| MAHIL olH o rC} XISHEIL|CF:
Combo S| 27I= & SIS A= TR otof NHCES] £01 H[20] 70%7} 0|BHY A2, NHCES®| B 55 B 20| U 7| 0[A0[o{of 310,
o i FIt QU FF0| Lt
1 HCESHAH ME 7t=st Z|CH S|EH, = IRC IRC § 415 Limit,& AAFSILICE 2025HS 7|&=2 2, HCEE2 50AM
7t E|QICtD FPEHAL|CE MEtA, HR0ME 70% 512 PHEAF|= Ao 2 dAst= 20| 7t 28X QL CH
401(k) ‘ 401(k) ‘ Profit-Sharing ‘ Cash Balance
Ho| 7|0{2 3|AF 7|02 5|AF 7|0{=2 3|A} 7|04
1015 AL 71045 IAF 71045 A 71045 5Bl &Z EH|AE (Amount Test - IRC § 401(a)(4))
8= $31,000 00,00%0 Undetermined IRC § 415 Limit
NE=O| JIEXIQIS $23,500 00,00$0 Undetermined IRC § 415 Limit S|Atel 7|01 2 HAY Hh= o120 2 ShANSIO] HCES 2 NHCES 79| GjIE £F 2 H|m5t= HAE
SHTE $31,000 00,00$0 Undetermined IRC § 415 Limit YLICE. o] HIAE w0 HCES| 7048 S IRC § 415 Limit7HX] 2 4 gl= OIF LIt
IRC § 401(2)(26)2 Aol HCEZ} 2b 242 AlAknt A|821|0] 0| 2EfsHX|04, Enrolled Act M2 A0 WaxQlLich
NHCEs 50 o1=20| 3% o1=0| 29 El%ﬂ i|(;-)|(ZLO)HE CIPNLY| FEE4E ALt AlE20]40] S&FSHX|H, Enrolled Actuary2| | HaH LT
o = =
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2 H|XPEHM HAEE XSS = Zai LXQIL|CH
DCEH |'DB""'EHO‘” =z O| 0| EL|CH 51Xt 0|21 BL. HCESO||H| S07H= 3EH0| 34K 51HH| S0
2ol Combo B3] ZL 401(k) Bt Safe Harbor 3t Profit-Sharing} Cash Balance

7| U
MHE2 Safe HarborZ SHX| gt&LICEH

IHII:I ﬂJIﬂ

CII9-‘10|= st A 2) Top-Heavy Test (IRC § 416)

Top-Heavy E|AE = Key Employee § £419| Z2 22 H|5ts17| Qlst #Ho 2
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Key Employee 2| 5i[EH
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Key Employee 52| 5i|E + Non-Key Employee 2| 5i[EH

Key Employee= HCE®} H|2t ©|0]2 2+ QIX|at xf0|7} LHL|CH M5t Mol |RC § 416()2 &H5IA|7| HIZHLICH

— o= =

Top-Heavy RatioZ} 60% O|4/0|H Z&H5S Top-Heavy ZTHS0[2t FELICE Combo E3H2 &4 Top-HeavyE

o2t ’é'i’—.ﬁf |2 ELICE O] FR S|At XS AF2| 5%E 401(k)2t Profit-SharingZH
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oi

22| 3%E 7|08 2= 'F0{0F 57| 2 LICE

o
=2 sdliM 7|04
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DB =&l EE= Cash Balance S0t XM &

Cash Balance E2HE PHE7| 2IsiM = 22| Z|& 40%7t Cash Balance 2ZH0|M XS 5t= B S MASH 2
Of| A HOtOF fLICH O] MESt +&2 E|XT (g0 = Hl WE+ e SU0| 2|2 XIF A5 0.5%010F SHrt
£ AQYULICt of, Y12 $60,0002 2H= 32M2] ZR10| 62M[0] X|2 2122| 0.5% S AtY&u7tX| ofid gh=Ct
7SS AW IHR| = Cha 2t 20| AL LT
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SHX|ZH 22 ¢8-S B X20f 52M[2t 1 7SRt X 7kR| = Cha 2t 20] Al LhE L
SR 7HR| = 0.5% x $60,000 x 12.81 x 1+5.50% 10 = $2 250 L= ¢122] 3.75%

017|M 12.812| 2|0]= f{0f|M O|0| AZHELICE. O] HLS2 OIXFES 5.50%2 1 7Pt HLrsttELIC

QM= HASSIRX|2E DBEHL 2E(7t 77T X0 H| SE[SH|CE SHR|ZE 2{2] AAMAIME 20| 2E|7t 77t
ATl Z|4Z0| H=4-E DB Z7H0|| S0{710Fst= 7|0120| SO0{HLICt J2jA, nEF0f12l EEILICE T2 7| uf 2o
E0{7h= Combo ZHE 2YsH7| QlaliMe= FH2

== o _!
TaQlLICt 12|11, B2 XUS0| 20| QUSAE QoM T3 H| K HIASS EMBH=Z0| 25 FILIC

S0| B0| QL0{0} 3= 210

4=
401(k), Profit-Sharing, Cash Balance Za2 Ztzt E2Ixol MM 7tX|1 QX[2t o] M| 7IX|E ZAgst0] 2Yst=
Combo E&2 Z|Ate| HE 2 2 HCESOI|H| Z|CH &S MSE 4= = 7HgH| =2 HALICE 401(k) 22 X2
o| EXte| XrgMt fdE ZBXsH, Profit-SharingETHE D8F7t 7|0 £E2Z ZHS £ Qs RUSH AXE HIS
SrL|C}. #HH, Cash Balance S22 QtHSH E|XI2 OFAS F+15H= E|%|0| U0t HX| 42 XAS0| MSE gLt 3=
X OZ Combo Z3H0| MA|= H|2 M, 778 T4, MIA| sl|E, |9 HAF M2 7to| Hush 7y 2HS WO 2 6104, 0|5

Qs ME ME Enrolled Actuary2| Z10| U= M0} ™2k A7 Z4XQIL|Ct

JOSQph M. Kim IRS Enrolled Actuary

Society of Actuaries, Associate
O] A 2| AL (IRS Enrolled Actuary)
taxwise.retirement@gmail.com
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Alofl ash= Ziat 2Lt

#Ql, T 0|4 MEH Of
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The success of a 401 (k) retirement plan hinges on the balanced cooperation and clearly defined

W—— Y. . - Recordkeeper?| £ gt :
fiduciary responsibilities among four core entities: the Plan Sponsor (employer), Recordkeeper, P T

Third-Party Administrator (TPA), and |Plan. Advisor. This document outlines the distinct roles and ) )
Z7HRPE A=H72HU Y 22| 3 A A|IZHO|O|E{2] HH[0|EE MAZICY.,
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improve employee financial well-being, and drive overall plan efficiency.
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Non-discrimination Testing (XFEHZX| E|AE, ADP/ACP Test S) 2! Vesting Calculation2 M| ZStC}.
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Brian Lee
Financial Advisor, C(k)P®, CPFA®, FSCP®

Founder & Principal, Allmerits Asset, L.L.C.
213-215-9637
brianlee@allmeritsasset.com
www.allmeritsasset.com
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Risk Management and
Your Retirement ' Vil

/ e )
B

y investing in an employer-sponsored retirement plan, you manage the financial risk of potentially
utliving your money. However, an effective stratégy also requires managing investment risl‘ within
he account. This is achiev\ed by\fénderstanding different types of risk (e.g., Market, Inflation) ,
knowing your personal risk f&lé;‘éﬁtev-defeldping a target asset allocation, practicing diversification
, and benefiting from dollar cost averaging. Regular portfolio maintenance, including rebalancing, is

also vital to keep your investments on track

By investing for retirement through your employer-sponsored plan, you are helping to manage
a critically important financial risk: the chance that you will outlive your money. But choosing to
participate is just one step in your financial risk management strategy. You also need to manage risk

within your account to help it stay on track. Following are steps to consider.

[2 Familiarize yourself with the different types of risk

All investments, even the most conservative, come with different types of risk. Understanding these risks

can help you make educated choices in your retirement savings plan mix. Here are just a few.

The risk that your investment could lose value due to falling prices caused by outside forces, such as
economic factors or political and national events (e.g.,elections or natural disasters). Stocks are typically

most susceptible to market risk, although bonds and other investments can be affected as well.

KACPA JOURNAL 2025 - 2026 vol.27

Interest rate risk
The risk that an investment's value will fall due to rising interest rates. This type of risk is most associated

with bonds, as bond prices typically fall when interest rates rise, and vice versa. But often stocks also react

to changing interest rates.

Inflation risk

The chance that your investments will not keep pace with inflation, or the rising cost of living.

Investing too conservatively may put your investment dollars at risk of losing their purchasing power.

Liquidity risk

This is the risk of not being able to quickly sell or cash-in your investment if you need access to the money.

s associated with international investing

Currency fluctuations, political upheavals, unstable economies, additional taxes--these are just some of

the special risks associated with investing outside the United States.

[2 Know your personal risk tolerance

How much risk are you willing to take to pursue your savings goal? Gauging your personal risk tolerance--
or your ability to endure losses in your account due to swings in the market--is an important step in your
risk management strategy. Because all investments involve some level of risk, it's important to be aware
of how much volatility you can comfortably withstand before you select investments.

One way to do this is to reflect on a series of questions, which may include the following:

» How much do you need to accumulate to potentially provide for a comfortable retirement? The more you

need to save, the more risk you may need to take in pursuit of that goal.

» How well would you sleep at night knowing your investments dropped 5%? 10%? 20%? Would you flee to
"safer” options? Ride out the dip to strive for longer-term returns? Or maybe even view the downturn as a
good opportunity to buy more shares at a value price?

» How much time do you have until you will need the money? Typically, the longer your time horizon, the

more you may be able to hold steady during short-term downturns in pursuit of longer-term goals--and

the more risk you may be able to assume.

» Do you have savings and investments outside your employer plan, including an easily accessed emergency
savings account with at least six months worth of living expenses? Having a safety net set aside may
allow you to feel more confident about taking on risk in your retirement portfolio.

Your plan's educational materials may offer worksheets and other tools to help you gauge your own risk
tolerance. Such materials typically ask a series of questions similar to those above, and then generate
a score based on your answers that may help guide you toward a mix of investments that may be

appropriate for your situation.
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[3) Develop a target asset allocation

Once you understand your risk tolerance, the next step is to develop an asset allocation mix that is

suitable for your investment goal while taking your risk tolerance into consideration.

Asset allocation is the process of dividing your investment dollars among the various asset categories
offered in your plan, typically stocks, bonds, and cash/stable value investments. Generally, the more
tolerant you are of investment risk, the more you may be able to invest in stocks. On the other hand, if
you are more risk averse, you may want to invest a larger portion of your portfolio in conservative

investments, such as high-grade bonds or cash.

Your time horizon will also help you determine your risk tolerance and asset allocation. If you're a young
investor with a hardy tolerance for risk, you might choose an allocation with a high concentration of
stocks because you may be able to ride out short-term swings in the value of your portfolio in pursuit of
your long-term goals. On the other hand, if retirement is less than 10 years away and you can't afford to
risk losing money, your allocation might lean more toward bonds and cash investments. (However, consider
that within the bond asset class, there are many different varieties to choose from that are suitable for

different risk profiles.)

[2) Be sure to diversify

Allinvestors--whether aggressive, conservative, or somewhere in the middle--can potentially benefit from
diversification, which means not putting all your eggs in one basket. Holding a mix of different investments
may help your portfolio balance out gains and losses. The principle is that when one investment loses

value, another may be holding steady or gaining (although there are no guarantees).

Let's look at the previous examples. Although the young investor may choose to put a large chunk of her
retirement account in stocks, she should still consider putting some of the money into bonds and possibly
cash to help balance any losses that may occur in the stock portion. Even within the stock allocation,
she may want to diversify among different types of stocks, such as domestic, international, growth, and

value stocks, to reap any potential gains from each type.

What about more conservative investors, such as those nearing or in retirement? Even for these individuals
it is generally advisable to include at least some stock investments in their portfolios to help assets keep
pace with the rising cost of living. When a portfolio is invested too conservatively, inflation can slowly

erode its purchasing power.

[2) Understanding dollar cost averaging

Your employer-sponsored plan also helps you manage risk automatically through a process called dollar
cost averaging (DCA). When you contribute to your plan, you likely contribute an equal dollar amount
each pay period, and that money is then used to purchase shares of the investments you selected. This
process — investing a fixed dollar amount at regular intervals — is DCA. As the prices of the assets you
purchase rise and fall over time, you take advantage of the swings by buying fewer shares when prices
are high and more shares when prices are low--in essence, following the old investing adage to "buy low."
After a period of time, the average cost you pay for the shares you accumulate may be lower than if you

had purchased all the shares in one lump sum.

Dollar-cost averaging involves continuous investments in securities regardless of fluctuating prices. You
should consider your financial ability to continue making purchases during periods of both low and high

prices.

[ Perform regular maintenance

Although it's generally not necessary to review your retirement portfolio too frequently (e.g., every day
or even every week), it is advisable to monitor it at least once per year and as major events occur in your
life. During these reviews, you'll want to determine if your risk tolerance has changed and check your asset
allocation to determine whether it's still on track. You may want to rebalance--or shift some money from
one type of investment to another--to bring your allocation back in line with your original target, presuming
it still suits your situation. Or you may want to make other changes in your portfolio to keep it in line with

your changing circumstances. Such regular maintenance is critical to help manage risk in your portfolio.

When developing a plan to manage risk, it may also help to seek the guidance of a financial professional.
An experienced professional can help take emotion out of the equation so that you may make clear,

rational decisions.

Jongsik Kim
FSCP®, FSS, LUTCF®, CLTC

Pacific Reach.
213-451-6615
JonKim@financialguide.com
www.pacificreach.com
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” @ KACPA

Since 1983

Past Presidents

1st (1983~1984)

CHES

C —' =9 e | e
oholZ 2l A[At 2|
Korean American Certified Public Accountants Society of Southern California
3010 Wilshire Blvd., Unit 313, Los Angeles, CA 90010 | kacpa@kacpa.org | www.kacpa.org

Howard Y. Ree, CPA

22nd (2004~2005)

2nd  (1984~1985)
3rd  (1985~1986)
4th 1986~1987)
5th 1987~1988)
6th 1988~1989)
Tth 1989~1990)
8th 1990~1991)
10th  (1992~1993
11th

12th

)
1993~1994)
1994~1995)

13th

(
(
(
(
(
9th  (1991~1992)
(
(
(
(1995~1996)
(

14th  (1996~1997)
15th  (1997~1998)
16th  (1998~1999)
17th  (1999~2000)
18th  (2000~2001)
19th  (2001~2002)
20th  (2002~2003)

21st  (2003~2004)

Stephen Cho, CPA
Young K. Oh, CPA
Young H. Shin, CPA
Gilbert G. Hong, CPA
Ki Ok Kim, CPA
Henry Kim, CPA

Jae Y. Kim, CPA
Bong S. Chang, CPA
Samuel B. Choi, CPA
Gerald B. Chung, CPA
Jung M. Park, CPA
Jung G. Choi, CPA
Ben H. Lee, CPA

Bob G. Moon, CPA
Sung H. Hong, CPA
Byung S. Kim, CPA
Yoon Han Kim, CPA
Jae S. Song, CPA
Kyung M. Kim, CPA
Shin-Yong Kang, CPA

23rd (2005~2006)

24th  (2006~2007)
25th  (2007~2008)
26th  (2008~2009)
27th  (2009~2010)
28th  (2010~2011)
29th  (2011~2012)
30th  (2012~2013)
31st  (2013~2014)
32nd  (2014~2015)
33rd  (2015~2016)
34th  (2016~2017)
35th  (2017~2018)
36th  (2018~2019)

37th  (2019~2020)
38th  (2020~2021)
39th  (2021~2022)
40th  (2022~2023)
41st  (2023~2024)
42nd  (2024~2025)

Wohn Chul Kim, CPA
Charles C. Lim, CPA
Albert D. Jang, CPA
Jane Kim, CPA
Kenneth C. Han, CPA
Sung Bum Cho, CPA
Seung Yol Kim, CPA
Dongwan D. Chong, CPA
Kiho Choi, CPA
Steven Y.C. Kang, CPA
Christie K. Chu, CPA
Byung Chan Ahn, CPA
Gary J. Son, CPA

Ann H. Lee, CPA
James M. Cha, CPA
Jinsung Hahn, CPA
Justin C. Oh, CPA
Albert J. Jang, CPA
Lawrence Jeon, CPA
Hanwook Jo, CPA
JamesY. Lee, CPA

Albert J. Jang, CPA
Charles Lee, CPA
Dongwan D. Chong, CPA
Jae Sun Song, CPA

Jong Hwan Kwak, CPA
Kenneth C. Han, CPA
Sally Kim, CPA

Soh Yun Park , CPA

Sung Bum Cho, CPA
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Albert D. Jang, CPA
Christie Chu, CPA
Gary J. Son, CPA
James M. Cha, CPA
Joonsoon Choi, CPA
Kyung Moo Kim, CPA
Seung Yol Kim, CPA
Spencer Hong, CPA
Tong Won Ko, CPA

Ann H. Lee, CPA

David S. Shin, CPA
Hanwook Jo, CPA
JamesY. Lee, CPA

Jun Chang, CPA
Lawrence S. Jeon, CPA
Shin Suk Oh, CPA
Stanley K. Cha CPA

Yoon Han Kim, CPA

Byung Chan Ahn, CPA
Deborah Kim, CPA
Henry S. Chi, CPA
Jinnie J. Kang, CPA
Justin C. Oh, CPA
Phillip Son, CPA

Shin Yong Kang, CPA
Steven Y. C. Kang, CPA

KACPA JOURNAL 2025 - 2026 vol.27

Al 43cH 3|2t
The 43rd Executive Officers

President Vice President Secretary Secretary Treasurer

Philip Son Shin Suk Oh Kiwook Uhm Samuel Nam Jaden Jang

Treasurer Seminar Director Seminar Director Public Relations Director ~ Public Relations Director
Bob Kim John Oh Jack Lee Sally Kim Hokon Choe

Publications Director Publications Director Member Director

Andrew Choi Kathy Kim

Event Director Event Director

Soh Yun Park Mike Song Siho Kim

Member Director Website/SNS Director Website/SNS Director

Jean Kwon Youngmin Kim Peter Myungshin Sohn

2025-2026 KACPA Committee Members

Scholarship Stanley K. Cha, CPA James M. Chung, CPA Andrew Je, CPA
Executive James Y. Lee, CPA Hanwook Jo, CPA Lawrence Jeon, CPA
Auditor Kenny Chung, CPA
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Member

% FDIC mypcbbank.com

JMJ FINANCIAL GROUP

Advanced Tax & Retirement Strategies

What We Do

JMJ Financial Group specializes in advanced retirement planning and tax-efficient wealth strategies for business
owners and high-income earners. We focus on helping maximize deductible savings, reducing taxes, and
strengthening long-term family wealth.

Core Planning Solutions

* Cash Balance Pension Plans (large tax-deductible contributions)
¢ Integrated Profit-Sharing & 401 (k) Optimization

* Defined Benefit + Defined Contribution Plan Design

* Tax-Smart Wealth Transfer & Legacy Planning

* Executive Benefit Planning for W-2, K-1, and 1099 earners

* Business Succession & Continuity Strategies

Designed For

* Successful business owners

* Physicians, attorneys, and professional practices

e Firms with steady profitability seeking tax reduction

e High-income W-2, K-1, and self-employment income earners
e Entrepreneurs seeking accelerated retirement savings

Discover Your Tax-Smart Strategy at JIMUFG.com

Justin Lee

Principal Financial Adviser

JMJ Financial Group, Inc.

1363 Shermer Rd, Suite 207 Northbrook, IL 60062

4000 MacArthur Blvd, Ste 1050, Newport Beach, CA 92660

M LeeJu@CeteraNetworks.com M 847-769-4988

= ol

B www.JMJFG.com OIOX| 2 AC.
L 20M 7tsdo=
JtsMo| =Mooz
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Securities offered through Cetera Wealth Services LLC, member FINRA/SIPC. L 7 n }L'
Advisory services offered through Cetera Investment Advisers LLC, a registered investment adviser. e L

Cetera firms are under separate ownership from any other named entity.

(=F 17|
—

Cetera Wealth Services, LLC exclusively provides investment products and services through its representatives. Although Cetera does not provide tax or legal advice, or mE [ o ™
supervise tax, accounting or legal services, Cetera representatives may offer these services through their independent outside business. This information is not intended as tax
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A++ AAA AA+ Aal

A.M. Best Fitch Standard & Poor's Moody's

1 40l BEM £3{: “Fortune 500 Ranked within Industries, Insurance: Life, Health (Mutual),” Fortune 2|, 2024/6/4. At& gAl2
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Ryan (Insun) Song

Financial Services Professional®

CA Insurance License #0G16523

Jooha Financial & Insurance Services Inc.

Mobile: 714-482-7165
Office: 714-255-7132
www.joohafinancialservices.com

Seungjin "Gene" Seok, MBA, ChFC®, AIF®

Principal, Financial Professional**

CA Insurance License #OH89595

Coram Deo Insurance and Financial Services, Inc.***

Direct/Text: 714.255.7145
Cell: 949.232.0872
www.CoramDeolIFS.com

**Financial Adviser offering investment advisory services through Eagle Strategies LLC, a Registered Investment Adviser and a Registered Repreventative offering securities through NYLIFE Securities LLC (member
FINRA/SIPC), A Licensed Insurance Agency. Eagle Strategies and NYLIFE Securities are New York Life Companies. 2400 E Katella Ave. Suite 800, Anaheim, CA 92806, Tel. 714.255.5100

**Registered Representative offering securities through NYLIFE Securities LLC (Member FINRA/SIPC), A Licensed Insurance Agency.
2400 E. Katella Ave., Suite 800 Anaheim CA 92806 Tel.714.255.5100, Jooha Financial & Insurance Services Inc is not owned or operated by NYLIFE Securities or its affiliates.

*** Coram Deo Insurance and Financial Services, Inc. is not owned or operated by NYLIFE Securities or its affiliates.

2025 Allrights protected. New York Life Insurance Company, New York, NY SMRU 8592520.1 exp 12/31/25
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Sherry Lin, LUTCF®
Managing Partner
626-617-6626

New York Life Insurance Company Anaheim General Office

2400 E Katella Ave. Suite 800
Anaheim, CA 92806

New York Life is an Equal Opportunity Employer - M/F/Veteran/Disability/Sexual Orientation/Gender Identity




