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Schedule

Sep. 27, 2015 4:00 PM - 6:00 PM

(Sunday) 6:00 PM - 10:00 PM

Sep. 28, 2015 6:00 AM - 7:00 AM

(Monday) 7:30 AM - 11:30 AM

7:30 AM

8:30 AM

10:00 AM

10:15 AM

11:00 AM

11:30 AM - 12:30 PM

1:00 PM - 6:00 PM

7:00 PM - 10:00 PM

Sep. 29, 2015 6:00 AM - 7:00 AM

(Tuesday) 7:30 PM - 11:30 AM

7:30 AM

8:00 AM

8:45 AM

9:30 AM

9:40 AM

10:20 AM

11:30 AM - 12:30 PM

1:00 PM - 6:00 PM

7:00 PM - 10:00 PM

Sep. 30, 2015 6:00 AM - 9:00 AM
(Wednesday)

Registration
Reception Dinner at Holiday Inn

Breakfast
Seminars

Minimizing potential criminal and regulatory exposure for CPAs,
arising from client’s conduct / Pio S. Kim, Lim Ruger Law Firm

Reaching Retirement: Now What? | The Social Side of Retirement /
Jongsik Kim, Kyong Jang, MassMutual

Recess

The 2016 Affordable Care Act Reporting Requirements /
James Lee, E Benefit Solution Inc. (Solomon Insurance)

Sponsor A7H

Flushing Bank, Delta, BBCN, New Millennium Bank, e-Consulting
Lunch

Activities

eS|
£3| U 9

A (CHSHEL, Flushing, NY)

Breakfast
Seminars

H=HQI CPA/ ZSZ! X3ch 3%, CPA

New Revenue Recognition Standard /
Hyun S. Kim, Senior Manager, KPMG LLP

Federal and State Income Tax Update /
Hoe D. Jung, Senior Manager, KPMG LLP

Recess

State and Local Business Incentives /
Agness Lee, Senior Associate, KPMG LLP

Introduction to Outbound International Tax /
Daewee Kim, Senior Manager, KPMG LLP

Lunch
Activities
Dinner Party at Water’s Edge, Long Island City

Breakfast
Sff At
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History of Korean-American Society of CPAS

Date
1996 128
19974 18

19984 - 1999t
20004 1¥l

20004 11#

20014
20024 11
20034 18
20034 118
20044 118
20054 1€
20054 9f
20064 9¥
20074 1¥
20074 9

20084 108
20094 18
20094 9H

20104 1
20104 9
20114 14
2011
20124

20124 118
2013 9¥l
20144 18
20144 8
20154 18
20154 9¥

Event

NE HIIF CPASO0| 20 O|F Sel32Us| AN SAEE| (KASCPA)EE
I 1 31F FY

s Vegas Seminar ! Golf CH3| 7{3H
o|Hg 2t 3& FHA
H 12| SHSEHE7HE (M22] St=3AEE YN CPA =F)
(LA—JJ Grand Hotel) ZO|F8t2l CPA FTAZ di7t
911 AtEHE A2l Mo|Lt St
M28] sk=LiE| JHE| (LA-CCC Golf Club)
22| 3l 3E H
Al 33| &
Ml 43| st
S0IM 4ry
Al 53| st=Ch3| JHE| (New York, NY)
Al 63| sk=LHS| JHE| (Atlantic City, NJ)
a4 500 31

CH&| 7HE| (Las Vegas, MGM Hotel)

CH&| 7H%| (Hawaii, Radisson Prince Hotel)

AN 75| sr=Ch3| 7= (Los Angeles, CA)

(AICPA, St 3QI3[AIAIS] ME{A] 3|E, ZEHZ S3[E
A 83| st=rlg| 7HE| (=222l AIAIEIE] =3, Seoul, Korea)
ML ecl

HN| 95| st&LH3E| JHZ| (Chicago, IL)
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Al 10&| st=LH3| JHZ| (San Francisco, CA)
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IBWYIRUGER
2015 KASCPA CONFERENCE

1 LT ™

September 28, 2015
Holiday Inn, Plainview, New York

Presenter: Pio Kim, Esq.

pio.kim@limruger.com
213-955-9500 x 129
1055 W. 7t Street

©2015 Lim Ruger & Kim, LLP All Rights Reserved Los Angeles, CA 90017

[

|. CPA AS TARGET OF CRIMINAL INVESTIGATION

> Professionals are held to a higher standard
> Often seen as the organizer

> Law enforcement agents usually like to prosecute
professionals

©2015 Lim Ruger & Kim, LLP All Rights Reserved

o
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RUGER
Il CONSPIRACY

In order for the defendant to be found guilty of that charge, the government must

prove each of the following elements beyond a reasonable doubt:

First, there was an agreement between two or more persons to commit at least one crime as
charged in the indictment;

Second, the defendant became a member of the conspiracy knowing of at least one of its objects
and intending to help accomplish it; and

Third, one of the members of the conspiracy performed at least one overt act for the purpose of
carrying out the conspiracy.

A conspiracy is a kind of criminal partnership?an agreement of two or more persons to commit
one or more crimes. The crime of conspiracy is the agreement to do something unlawful; it does
not matter whether the crime agreed upon was committed.

One becomes a member of a conspiracy by willfully participating in the unlawful plan with the

intent to advance or further some object or purpose of the conspiracy, even though the person
does not have full knowledge of all the details of the conspiracy.

©2015 Lim Ruger & Kim, LLP All Rights Reserved

. -

lIl. AIDING AND ABETTING

To prove a defendant guilty of [specify crime charged] by aiding and
abetting, the government must prove each of the following beyond a

reasonable doubt:
First, [specify crime charged] was committed by someone;
Second, the defendant aided, counseled, commanded, induced or procured that person
with respect to at least one element of [specify crime charged);
Third, the defendant acted with the intent to facilitate [specify crime charged]; and
Fourth, the defendant acted before the crime was completed.
A defendant acts with the intent to facilitate the crime when the defendant actively
participates in a criminal venture with advance knowledge of the crime and having

acquired that knowledge when the defendant still had a realistic opportunity to withdraw
from the crime.

© 2015 Lim Ruger & Kim, LLP All Rights Reserved

{10
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I[V. ACCOUNTANT — CLIENT PRIVILEGE

IRC Section 7525, enacted in 1998 —

Extends the common law attorney-client privilege to tax advice by a
federally authorized tax practitioner (CPAs)

Legal advice, not business or accounting advice

No protection for tax return or audited financial statement
Can be asserted in noncriminal tax matters only

No state or local protection

Kovel Arrangement

©2015 Lim Ruger & Kim, LLP All Rights Reserved

Mo

V. FIRM INDICATIONS OF FRAUD

The Internal Revenue Manual
> Omission of entire sources of income

> Substantial unexplained increases in net worth, especially over a
period of years

> Substantial amounts of personal expenditures claimed as business
expenses

¢ Keeping two sets of books or no books
¢ Backdating of applications and related documents
°  Assets placed in other?s names

©2015 Lim Ruger & Kim, LLP All Rights Reserved

1)
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RUGER

VI. REFERRAL TO THE CRIMINAL INVESTIGATION
DIVISION (“CID”)

A case cannot be referred for formal criminal investigation until
firm indications of fraud exist and it is likely that the individual
would be incarcerated if convicted.

If suitable for criminal referral, the examining agent is to suspend
the civil examination without disclosing to the taxpayer or his
representative the reason for the suspension.

©2015 Lim Ruger & Kim, LLP All Rights Reserved

.. [

> Criminal Tax Deficiency

The unofficial rule of thumb is a $40,000 criminal tax
deficiency total for all years being prosecuted. With a
$40,000 tax loss, the defendant faces jail time, even if
he or she pleads guilty.

> Criminal Intent - “badges of fraud.”

©2015 Lim Ruger & Kim, LLP All Rights Reserved

®
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RUGER

For prosecution authorization, the U.S. Department of
Justice, Tax Division requires:

1. Evidence supporting a prima facie case; and

2. Areasonable probability of conviction.

©2015 Lim Ruger & Kim, LLP All Rights Reserved

RUGER

VIl. KNOWLEDGE OF THE CLIENT’S PAST
ERROR/WRONGDOING

American Institute of Certified Public Accountants, Inc. (“AICPA”) Statements of Standard for
Tax Services (“SSTSs”)

I RETURN PREPARATION
SSTS No. 6 —Should inform the client of error/wrongdoing and recommend corrective measures
May not inform on the client without consent

If decides to continue representation, should take reasonable steps to ensure the error/wrongdoing is
not repeated

2. EXAMINATION
Cooperation = self-incrimination/consensual search
Voluntary disclosure (before discovery of fraud) can lead to no criminal liability OR prosecution
Consult legal counsel

©2015 Lim Ruger & Kim, LLP All Rights Reserved

®
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RUGER

VIil. CASH TRANSACTION REPORTING
A. (1) More than $10,000
(2) Ina 12-month period

(3) One transaction
- not one customer
- 24 hour test

(4) Cash v. Cashier’s Check bank draft, traveler’s
check, or mone¥] order
4 for less t an $10,000
- consumer durable
- satlels price of more than $10,000
- retai

(5) Any person in a trade or business
©2015 Lim Ruger & Kim, LLP All Rights Reserved 10

... .

CONTINUED...

B. Penalties for Willful or Intentional Violation
(1) Civil Penalty

The greater of $25,000 or the amount of cash
received and were required to report

(2) Criminal Penalty
Fined up to $250,000 and/or up to 5 years in prison
(3) Proving willfulness/intentionality

C. Folrfeiture —contrary to the U.S. Department of Justice
policy

©2015 Lim Ruger & Kim, LLP All Rights Reserved
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RUGER

IX. WORKER’S COMPENSATION INSURANCE

PREMIUM FRAUD
> By employers

7 %885 study: $106 billion unreported or underreported in

° Task force
@ Self-perpetuating

©2015 Lim Ruger & Kim, LLP All Rights Reserved

RUGER

METHODS OF FRAUD

> Unreporting or underreporting of payroll
°Misclassification

°Unreporting of employees

> False reporting of claim history

©2015 Lim Ruger & Kim, LLP All Rights Reserved

®
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Example:
Teresa XXXXX, Redwood City: 8 felony counts
One year in jail, five year probation,
$2 million in restitution

Janitorial and pest control company
underreported number of employees and the
payroll.

Jay XXXXX, San Luis Obispo County
Drywall company
Underreporting payroll
Reduced premium by $67,000
©2015 Lim Ruger & Kim, LLP All Rights Reserved

... -

Example:
Richard XXXXX, Kings County
Underreporting payroll
False claim history
$4.2 million in restitution
6 years in prison
Farm labor contracting company

Douglas XXXXX, Tulare County
29 days in county jail
$110,381 in restitution

©2015 Lim Ruger & Kim, LLP All Rights Reserved

l16)
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RUGER

18 § 545 - Smuggling goods into the United States

Whoever fraudulently or knowingly imports or brings into the
United States, any merchandise contrary to law . . .

Proof of defendant’s possession of such goods, unless explained

to the satisfaction of the jury, shall be deemed evidence sufficient
to authorize conviction for violation of this section.

©2015 Lim Ruger & Kim, LLP All Rights Reserved

(2) Whoever transports, transmits, or transfers, or attempts to transport, transmit, or transfer a
monetary instrument or funds from a place in the United States to or through a place
outside the United States or to a place in the United States from or through a place outside
the United States —

(A) with the intent to promote the carrying on of specified
unlawful activity; or

18 § 1956 - LAUNDERING OF MONETARY INSTRUMENTS

(B) knowing that the monetary instrument or funds involved in the transportation,
transmission, or transfer represent the proceeds of some form of unlawful activity
and knowing that such transportation, transmission, or transfer is designed in whole
orin part—

(i) to conceal or disguise the nature, the location, the source, the
ownership, or the control of the proceeds of specified unlawful activity; or

(i) to avoid a transaction reporting requirement under
State or Federal law,

©2015 Lim Ruger & Kim, LLP All Rights Reserved

D
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MassMutual Financial Group
Jongslk Kim, FSCP, PS5, CLTG, LUTCR
Investment Advisor Represantative
3530 Wilehire Blvd. Suite 1050

L Arygpedes, C8 0010

H3-Ta2-F100

S13-20EE202

jonkirm i@ Enancslpede com

himpceeesw Minancialguide. comdfong-km

Reaching Retirement: Now What?

Yeurve worked hand whele ifs i the
dary' you pould ﬁ'-lyrmt ‘Wizl that m-m'ld |
Bt with it coanes the realization that youll need 1o
carefully your assets 50 that your retirerent
savings will last

Review your poritfolio regularly
Tradftional wisdom holds that reliness should value
et mafaty of their principal abova & atsa, For this
rescn, same peaopls skt their irvestment portfolia o
fiwerd-ingoame innestrnants, such as bords and monsy
rrarkel accalnks, &2 ey apprasch reliement The
problam with this approach is thad you' effectiedy
Inae purchasing poweer & the retum on your
imuestmants dosesn't kesdp up with infiad on

While generally it makes sense for your pordolo 5o
caime pIngressive iy Mons cONservative e you grow
oide, it may be wise to consider maintaining of keast
& o an of your pomialks i Jrowdh ireesiments

Spend wisely

Can'i assurme that be able io e on the
mhgsgllﬁ'lﬂguh;-uymrinumn peotiiodio: @nd

redifernant aocoints far he resll af your lile. AR same
peng, you'l probably have to start drasing on tha
principal Bub ol wand 1o be careful nod fo apend too
rmuch ioo soon. This can ba a great termptation,
pariculaty early n retiremant

& good guidaling is to maka sure your anrual
withdrareal rate isn't greaber than 4% bo 8% of your
peetfabe, (The sppropriste percantage for you wil
ce=pend an & number of factors, including the lengih of

o payeut penod and your paribo's @ et
sllocation. | Remsmber [hat if vou whitthe @way yaur

principal oo guickly, Wou may nok e bl 10 aam
enaugh an the remaining prircipal to camy you
thapugh thee leier years

Understand your retiramant plan
distribution options

Fed or plans pay Benehts in the form of an
armuity. I you're married you genesally must choose

betwvean a higher relirermant baneft paid ower your
lifetima, or a smader benefit that conmtinues bo wour
SpOUEE aMer your death. A fingnasl profesaionsd can
halp you with this difficul, bot mportant, decision

Cther employer retirement plans ke #07(kjs typically
don pay banefits as annuities; the distribuion {and
mwvesirment] opficns avakable 1o may be mied.
This may ba Important becauss if you're trying to
siretoh your savings, you'll wart to withdrew money
from your refremant accounts as skowly as possible
Dioing 2o will cormane the principal balanos, and wil
aksio ghve those Rinds tha chands in condinua growing
tax debemad during your relinement years.

Cormider whather Il makes sanse o ol your
amployer nsfeernent aocount into @ traditional IR,
which typlcally has vary Mexible withdrawal cptions.
i you decide 1o work Sor anobher e mployer, you might
Ak Ba abla fo tranafer adanta you've accirmnulated fo
FOAUT P plan, if the new employer cffars
& redrement plan and aficws 8 rolkrsar

Plan for required distributions

Kaep in mind that you mus! geneally begin laking
rmanimy m destrbutions rom e mployes relinemant plans
and tracklicrsl IR A5 when you resch age 70,
whisihar you need them or nol. Plan to spend these
dolars first in reliremend

I ok own & ol IRA, yai sl raqured ba ake any
distrisutions. duning your lifetime. ¥Wour funds can
comtinug o grow e dedemad and quakied
dtributions wil b tax fres. - Bacause of these
wnique ban bensfits, § gensrady makes sersa in
withdrarey funds from a Rath IR last

Know your Social Security options

Youll need to decide when 10 start rece king your
Socl Secuiily relirement banefibs. Al normal

ratire e aga (vwhich varkes from 48 oo 67,
dapending on the year yol weds Bom, yeu can
receiva your full Secial Security refirement benefit
‘au can slect i receive yaur Social Securlty
retira ment benefd a5 early ac aga 62, but if yow bagin

Aisgiit 04, 318
Fage 108 7, sep disclyimer on fnal page
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recefvirg your benefi befare your normal retinement
s, your banaft will be reduced. Convednaly, i you
dhaskry refiremsan|. you can increase your Social
Seciaity redinemant benedit

Consider phasing

For masrry workens. @e duddan changs o
employees b relines can be o difficull one, Some
ermnplopercs, aapecialy thobe in the public seckor, hans
begun offering “phased retimment” plans ko address
T probiern, Phaksd relinemant gonsrally aliows you
b cantinua working on o part-time bass-yow heneft
by aving B smoethar rensition fom fulk-ime
employmentd to retiremend, and pour employer
Esaniefils by retaining the sevuites of & ialaried
ermployes. Some phased msremant plans even aliow
you 10 access 8l or pan of your pengion bsanedl whis
you work pan Hme,

O coumse, o the sxiend you are abls to support
youraall wilh & aalany. 1ha less you' | need o dip inbo
your Felirement smirgs. Ancthier aduartage of
dalaying Tull rebireman |5 that you can conlinue o
buiiled e cfenred funds in your IRE o
emplover-sponsoned refiremant plan, Kesp in mind,
o gh, that you my be required o sian 1aking
eI dsstrbartions fom woar qualifsd ratiremant
plan o tradiional [FA once you rasch aga TN, il you
want to avoid substantiol penaties.

if you dio continue 0 veark, make sure you understand
b CONAGUBNCE. SEMe Danaion plsne Daas your
refineamend berefit on your final average pay. Hyou
wiri pan ime, your pension anefil may be reducad
because your pay has gone down. Remember, too,
thaal income from & o meay alfact e amount of
Sodal Security rediemeant benefit you reasie if you
are Lnder norme] rediramen| age. But once v mach
rarmal refremeni age, you oan M a8 much as you
weank withowd affecting your Social Securily retinemient

Facing a shortfall
Vit IF your TR neanng resiroment aed you datarming
That your retnemerd nooms el e adeglstie b

maal your retroman| expansas ¢ |f mirement is gst

artund e Corner, wou Mmay fesd 1o dristcally

changa your spandng and saving habits. Saving

i @ litthe money can nealy sod up T you do il

consistenily and sam a ressonable rale of etum, And

kry making parrnanent charnges b your apanding
habdts, your'll Snd that your savings will st even
lenger. Stert by preparing a bodget o see where your

mony s poing. Hene ane some suggesbed ways o

effehch pour refiramen ] dollars:

»  Refrance youe homa mongags il veras rates
have dopped since you obtained your loan, or
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New Revenue Recognition Standard

Hyun S. Kim

*  FASB and IASB issued their joint revenue recognition standard that is intended to improve and
converge the financial reporting requirements for revenue from contracts with customers.

*  Provides a framework that replaces existing revenue guidance in U.S. GAAP and IFRS.

*  Five-step model to be used to determine when to recognize and at what amount.

The new standard provides a framework that replaces existing revenue guidance in U.S GAAP and
IFRS. It moves away from industry- and transaction-specific requirements under U.S. GAAP. New
qualitative and quantitative disclosure requirements aim to enable financial statements users to
understand the nature, amount, timing, and uncertainty of revenue and cash flows arising from
contracts with customers.

Five-step Model

Entities will apply a five-step model to determine when to recognize revenue, and at what amount. The
model specifies that revenue should be recognized when (or as) an entity transfers control of goods or
services to a customer at an amount to which the entity expects to be entitled. Depending on whether
certain criteria are met, revenue is recognized.

1. Step 1: Identify the contract with the customer

-A contract exists if 1) collection of consideration is probable, ii) rights to goods or services and
payment terms can be identified, iii) it has commercial substance, and iv) it is approved and the parties
are committed to their obligations

- May need to consider customer’s ability and intention to pay the amount of consideration when
it is due.

2. Step 2: Identify the performance obligations in the contract

- There is a performance obligation if i) a good or service that is distinct, or ii) a series of distinct
goods or services that are substantially the same and that have the same pattern of transfer to the
customer.

3. Step 3: Determine the transaction price

- In determining the transaction price, an entity considers i) variable consideration (and
constraint), ii) significant financing component, iii) noncash consideration, and iv) consideration
payable to a customer

4. Step 4: Allocate the transaction price to the performance obligations
- Determine stand-alone selling prices: observable price from stand-alone sales of good or service
- Allocate the transaction price

5. Step 5: Recognize revenue when or as each performance obligation is satisfied
- Recognize revenue when a good or service is transferred or the customer obtains control of it,
either at a point in time or over time

@D
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Scope

The new standard applies to contracts to deliver goods or services to a customer. The guidance is
applied to contracts with customers in all industries. A contract with a customer is outside the scope of
the new standard if it comes under the scope of other specific requirements. In some cases, the new
standard will be applied to part of a contract or, in certain circumstances, to be a portfolio of contracts.
The new standard provides guidance on when it should or may be applied to these and how it is
applied.

Key Impacts

*  Revenue may be recognized at a point in time or over time

*  Revenue recognition may be accelerated or deferred

*  Revisions may be needed to tax planning, covenant compliance, and sales incentive plans
*  Sales and contracting processes may be reconsidered

* T systems may need to be updated

*  New estimates and judgments will be required

*  Accounting process and internal control will need to be revised

*  Extensive new disclosures will be required

»  Entities will need to communicate with stakeholders

For some entities, there may be little change in the timing and amount of revenue recognized.
However, arriving at this conclusion will require an understanding of the new model and an analysis
of its application to particular transactions. In addition, all entities will be subject to extensive
disclosure requirements. Companies will need to develop processes to capture and document
management’s judgment at the source and incorporate those into their accounting process.

Examples of transactions that may be significantly affected include

Construction-type and production-type contracts.
Bill-and-hold arrangements

Performance-based incentive fees

Software arrangements

License of intellectual property
Telecommunications/cable contracts

Sale of real estate

Contract manufacturing arrangements

Summary of Key Differences between IFRS and U.S. GAAP

While the new revenue recognition standards are substantially converged, the following key
differences exist between the two standards.
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IFRS

U.S. GAAP

Collectability threshold

“Probable” means more likely
than not

“Probable” means likely

Reversal of previously impaired
contact acquisition and contract
fulfillment costs for a chance in
facts and circumstances

Required (limited to the
carrying amount, net of
amortization)

Prohibited

Interim disclosures

Only disclosure on
disaggregated revenue added to
required interim disclosures

Disclosures on disaggregated
revenue, contract balances, and
remaining performance
obligations

Reduction of disclosure
requirements for all other
entities

Not applicable

Some relief on disclosures for
non-public entities and not-for-
profit entities

Effective dates (deferral)

Annual periods beginning on or
after January 1, 2017

Fiscal years beginning after
December 15, 2017 for public
entities

Early adoption permitted

Early adoption prohibited

Effective Date and Transition

The following table sets out the effective date of the new standard for [IFRS and U.S. GAAP

entities.

Type of entity

Annual periods commencing on
or after

IFRS entities

January 1, 2017

Public business entities and not-for-profit entities that have issued,
or are conduit bond obligors for, securities applying U.S. GAAP

December 16, 2017

All other U.S. GAAP entities

December 16, 2018

An entity can elect to adopt the new standard a variety of ways, including full retrospective
application, retrospectively with a choice of three optional practical expedients, or from the
beginning of the year of initial application with no restatement of comparative periods.

HYUN S. KIM
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Corporate Income Tax Updates

Hoe D. Jung
NYC conforms to NYS Tax Reform

On April 13, 2015, a package of bills that conforms New York City corporate and banking tax
laws to the significant reforms enacted for State purposes last year, and makes technical
corrections to the New York State tax reforms enacted last year, were signed into law by New
York Governor Cuomo. The technical corrections provisions and the New York City
conformity provisions are effective retroactively to tax years beginning on or after January 1,
2015.

One of the key features of last year's New York State tax reform was the merger of the Article
32 Bank Franchise Tax into the Article 9-A Corporate Franchise Tax. For New York City
purposes, a new Subchapter 3-A tax is added to Chapter 6 of Title 11 of the Administrative
Code of New York City that applies to both corporations and banks in lieu of the Subchapter 2
(City general corporate tax) and Subchapter 3 (City bank tax).

The new 3-A City corporate tax to a considerable extent mirrors the revised New York State 9-A
Corporate Franchise Tax and includes the following.

Three alternative bases

A substantially revised entire net income tax base, including revised NOL provisions

- New customer-based sourcing rules

Unitary combined reporting provisions

There are certain areas, however, where the City will not conform to New York State law. Most
of the areas of non-conformity involve rates.

- Business Income Tax Rate Reduction

- Capital Tax

- Zero Percent Rate Applied to Qualified New York Manufacturers
- Single-Receipts Factor Apportionment

- General Economic Nexus

Federal Tax Reform (Dave Camp Draft)

In early 2014, the “discussion draft” of federal tax reform, released by House Ways and Means
Chairman Dave Camp, proposed changes that would rewrite the Internal Revenue Code. The
tax reform draft seemed to be far from being immediately enacted. However, the draft included

54
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numerous tax suggestions that have been brought up in the tax policy areas and could be
meaningful to tax practitioners as it provided the implications of the tax policy direction in the
future.

The reform was intended to be revenue neutral and also intended to create a less distortive tax
system. Chairman Camp's plan was based on the idea that eliminating special tax provisions
that are labeled as tax expenditures might reduce tax-related distortions and make the
allocation of capital in the economy more efficient, thereby offsetting the revenue cost of the
lower tax rates without harming the growth objective. Another key assumption is that lower
statutory tax rates and a shift to a more territorial tax system will improve the competitiveness
of the American economy in the global marketplace. Lower tax rates might induce companies
to bring their patents and other intellectual property back to the United States and thus shift the
associated royalty income back to the U.S. as well. Other sources of income shifting might be
discouraged either by closing loopholes that allow the shifting or by enacting a lower corporate
tax rate to make the United States a relatively attractive place in which to report taxable
income.

Other features of the plan reduce the cost or provide revenue to pay for the rate changes. Some
itemized deductions, such as state and local taxes, would be eliminated. The plan eliminates
the personal deduction but offers an enhanced standard deduction and child credit. Other
revenue offsets affecting individuals include a higher top tax rate on capital gains and
dividends. In the business tax area, for example, the plan would shift from the current modified
accelerated cost recovery system (MACRS) now in general use to the alternative depreciation
system (ADS), which would require businesses to use longer asset lives in claiming deductions
for the cost of purchasing plant, equipment, and structures.

HOE D. JUNG
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KPMG LLP
345 Park Avenue
New York, NY 10154
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State and Local Business Incentives

Agnes Lee, KPMG LLP

Introduction

State and local governments offer business incentives
of various types to individuals, corporations or other
business entities to promote increased job growth
and/or certain types of investment that businesses
may not otherwise be willing to provide. Business
incentives are also utilized by jurisdictions to achieve
desired social and economic policies and to
encourage growth in economically challenged areas.
Business incentives are often an integral part of
companies? strategic planning, especially in
connection with the expansion or relocation of new
facilities.

Credits and Incentives

Business incentives can be classified into two
categories, statutory and discretionary incentives.

Tax credits are typically statutorily enacted in tax or
economic development law and claimed on federal or
state income tax returns. Tax credits are often
available for businesses that:

e Make new capital investment

o Operate in Enterprise Zones and/or targeted area
e Expand and create jobs within a state

e Train employees

e Perform research and development activities in
certain industries

Factors to consider in evaluating credits are:
* Pre-certification and approval

e Ability to capture retroactively (through amended
returns)

e Types of taxes that are offset (income, sales and
use, local)

e Carryback / Carryforward period

e Clawback provisions and/or claiming in annual
increments

e Refundability
e Transferability

Discretionary incentives can be available in addition
to statutory incentives usually provided to entice a
relocation or expansion of a targeted individual
business. Discretionary incentives generally come in
the following forms:

e Cash grants
e Tax rate reduction

e Tax exemptions for purchases of property or
services

* Bonds to assist in financing or infrastructure
* Apportionment factor relief

In some jurisdictions, discretionary incentives can
also be found in the offer of low cost of land or
facilities. Discretionary incentives are typically
negotiated prior to a proposed business expansion or
relocation. Competition for the project with other
candidate locations is a key factor to achieve
discretionary incentives and it is often required to
show that the project would not occur without the
incentives. Companies that enter into a lease
agreement, purchase land, or make any form of public
announcement prior to obtaining incentives may lose
the competitiveness of the project.

Identifying Opportunities
There are four key factors that companies may focus

on to maximize potential credits and incentives
opportunities:

e Jobs to be retained and/or created
o Average wage of the jobs

e Potential locations

e Capital investment

Conclusion

Businesses should consider partnering with states
and local governments in which they operate to
identify business incentives opportunities.
Governments often support businesses to lower the
costs controlled by the public sector through business
incentive programs. Companies with a good
understanding of business incentives will make better
informed decisions and create value for the business
and shareholders.
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Introduction to Outbound International Tax

When a US company wants to go abroad
for its business expansion, understanding the
various US and foreign tax exposures the
company may face at a global stage is very
important since setting up the operating business
structure that maintains a least global effective
tax rate is one of the most critical factors to be
successful in global business.

One fundamental tax issue for US-owned
foreign operations is, they have to deal with a
double taxation system since the United States
taxes US persons on their worldwide income
while other countries have a tax system based on
the citizenship or residence of the taxpayer, the
source of the income, or both.

In general, to promote the competiveness of
US companies in a global market, the US tax
law does not tax foreign business income of a
foreign subsidiary until the subsidiary repatriates
those earnings through a dividend or the stock of
the subsidiary is sold. Such deferral is not
permanent since US tax will need to be paid
when and if the earnings are repatriated.
However, it is a significant timing benefit to US
companies.

At the same time, such deferral creates an
opportunity for avoiding US taxes on income
that can be easily shifted to a foreign company,
and also provides an incentive for US taxpayers
to transfer income-producing assets and
activities to foreign subsidiaries, especially those
located in low-tax countries. To remove such
incentive, the tax laws that override the general
rule of such deferral has been created. Such anti-
deferral rules are subpart F and the Passive

Daewee Kim

Foreign Investment Company (PFIC) rules.

Subpart F

The Subpart F rule does not allow deferral
of taxation on certain categories of income
earned offshore by a controlled foreign
corporation (CFC), such as related party sales
and service income. The Subpart F rule also
immediately taxes CFC's earnings that are used
to make investments in certain US property,
such as a loan from the CFC to a US affiliate.

A CFC is defined generally as a foreign
company whose 10 percent-or-greater US
shareholders own more than 50 percent of the
foreign corporation. A US shareholder is a US
person that owns at least 10 percent of the
foreign company.

Under the Subpart F rule, US shareholders
of a CFC are required to include in gross income
a deemed dividend equal to the shareholder's pro
rata share of: (a) the CFC's tainted earnings,
such as dividends, interest, royalties, rents and
annuities, related party sales and service income;
and (b) the CFC's earnings invested in certain
US property. US property generally means any
property acquired by a CFC such as, tangible
property located in the US, stock of related US
companies, obligations of a related US person,
any right to use intellectual property acquired or
developed by the CFC for use in the US, pledges
and guarantees, and certain US trade or service
receivables.

When the US parent needed cash, the
foreign subsidiary could either distribute a
dividend (at which point the earnings would be
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subject to US tax) or make a loan to the US
parent, creating additional interest deductions in
the United States and additional income in the
foreign country.

However, distributing a dividend to the US
parent can result in US and foreign taxes, such as
withholding taxes and additional US income
taxes. Likewise when a foreign subsidiary loans
funds to its US parent, such a loan generally
results in the same US and foreign taxes as a
dividend. Under IRC Sec. 956 in the subpart F
rule, a loan made by a CFC to a related US
person is an investment in US property, and the
amount of the loan is included in the income of
the US shareholder as a deemed dividend.

The check-the-box rule

The check-the-box rule is an elective entity
classification rule that enables eligible entities to
elect their entity classification for US income tax
purposes, such as a foreign branch vs. a foreign
subsidiary. An eligible entity that has a single
owner may elect to be treated as a corporation or
a disregarded entity.

Cross-border outbound transfer

The US tax laws have several corporate non-
recognition rules between domestic US

corporations for certain transfer of assets and
provide another incentive of tax avoidance
through transfers of assets. Thus, section 367
removes such non-recognition benefits by
charging a toll charge on certain transfers of
property outside the US. Section 367 treats
certain types of transfers of intangibles to a
foreign corporation as a sale with a series of
annual payments contingent on the property's
productivity, use, or disposition. Especially, US
tax needs to be paid on a phantom income that is
created from offshore transfers of intangibles.

Foreign Tax Credit

Foreign tax credit was created to alleviate a
burden of double taxation mentioned in the
beginning of this article. However, the credit is
allowed with certain limitation for domestic
corporations on foreign source income. The
limitation is based on a formula that is computed
annually on a basket-by-basket basis, such as a
passive income basket vs. general income basket.

In addition, the US tax laws allow a
deemed-paid credit for foreign income taxes paid
by a foreign corporation in which the domestic
corporation owns at least 10 percent of the
foreign corporation. The domestic corporation
may carry back such excess foreign taxes to the
previous year or carry forward for 10 years.
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- Over 160 practicing Korean CPAs in Los Angeles

| SraTax is & irademark of Thomson Reuters Corporation

Contact: Mitchell Kang (v]3 73 Tel: 201-232-0394 e-mail: econsultants@aol.com




-
208 TSS9 ASEHE UEYU 1S
E-henefit Solution 2
ST YorugtE SHIOIAIX

o AlASUIR

o

"" T e G Fﬁ‘l oy ~y

n. ~ L -'Jfgj-: T A
: M.—i" ’

2016 SE Affordable Care ACT
(OBAMA) B12H0] 20| 2RI

- E@= 5101 0/4) 7|0
HAEEIIY U HE B

- Bl 51~09 7/29|
LT 71 Z79| Hat

~ Compliance & IRS B X2 Eﬂ:‘,

We are full-service brokerage agency for employee benefit solutions.

- Eatphfishar ||'_"'..'1'.|E|I'I'5|'|I|.'IU FhLY ITLEROF INSUFANCS COMes In 20 Stales,
- Expariss n sarvicing ST-500 employves Sroup plans.
= Prewiding Excellent Customer Senvices = Enmoliment, Claims, Compliancs Consultag, «ic

Greap Health, Dengal and Vision coverags Gmip Long Term Gam COIBAA
Gmamn Basic Life, ADED Trnvolers Irsurance Medicam

_— BEMEFIT SOLUTION WY 21704 Wortham Bha, Breeda, WF 11361 1Rk 76461 -8300 | Fax T13-461-8185
A Saforas dgay Lopany ML) =0 Eridge Para Searih Suile B0 Fort Lee, Hew J ersiry | Teb 284 5008000 | Faa: 307 -500- B0GT

5]



Community lending expertise with personal service.
Ill

Brooklyn, NY New York, NY Jamaica, NY
Mixed-Use Residential Underlying Co-Op/Retail Multifamily

$800,000 $300,000 $1,200,000

More than $160 million in recent closings. At Flushing Bank were focused on exceeding your goals. Comprised of experienced

lenders with local market knowledge, Flushing Banks Real Estate Lending team is ready to help you with your real estate
mortgage solution. As a well-established community lender, weve enhanced our lending to provide competitive rates including
long term fixed rate loan programs.

Call us today and let us make your real estate dream a reality.

OIZ= Kaye Min MLO #1029859
(W) 718.512.2916  (C) 917.365.9195
kmln@ﬂushlngbank.com Commercial = Business = Consumer Ban

220 RXR Plaza, Uniondale, NY 11556 www.FlushingBank.com

MEMBER

Flushing Bank is a registered trademark  FDIC C¥NBER
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Congratulations KASCPA

Annual KASCPA Conference
2015 New York
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ﬁ» Hana. Fiﬁancial

FUCTORING | ASSET BASED LENDING | S84 LEMDMNG | HOME MORTGAGE BANKING
INVESTMENT BANKING | STRATEGIC CONSULTING | WEALTH MANAGEMENT | INSURANGE SERVICES

LA. HEADDUARTERS NEW YORK OFFICE

1000 Wilshire Blvd., 20th FL. 1440 Broadway,, Ste. 1102
Los Angeles, CA 80017 Mew York, WY 10018
213.240.1234 2122401234

www.hanafinancial.com

@



3YEARS BBCNbank.com

IN A ROW

| Forbes | 2015
| BEST BANKS
| IN AMERICA

IT'S YOUR COMMUNITY.
LET'S BUILD IT AND GROW TOGETHER.

At BBCN, we know that hard work and a good partner is
the way to grow within your community.

1

We invest in your potential.

Strength in Partnership -

eeeeee FFIBBCNBank:
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