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CONFERENCE SCHEDULE

SUNDAY, 22ND OF SEPTEMBER

4:00 - 5:30 PM

REGISTRATION

5:00 - 6:00 PM

RECEPTION

6:00 - 7:00 PM

WELCOME EVENT

7:00 - 9:00 PM

WELCOME DINNER

The Westin Irving Convention
Center at Las Colinas

MONDAY, 23RD OF SEPTEMBER

6:30 - 7:30 AM

BREAKFAST

Westin Hotel

7:30 - 8:00 AM

ANDREW PARK, CPA

Business Valuations

8:00-9:00 AM

MASS MUTUAL

Executive Benefit Planning

9:00 -10:00 AM PRINCIPAL Wealth Replacement Approach

10:00 - 11:00 AM | 1.P. MORGAN 3 reasons: Company Sponsored Plan (401K)
11:00 - 11:30 AM = 3| Westin Hotel

12:00 - 1:30 PM LUNCH Las Colinas CC

1:30 -6:30 PM GOLF/TOUR Las Colinas CC / Dallas Downtown
6:30-9:30 PM DINNER Sura Korean Restaurant

TUESDAY, 24TH OF SEPTEMBER

6:30-7:30 AM BREAKFAST Westin Hotel
7:30-8:00 AM AT HS AL E2 it CPA gt
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9:00-10:00 AM
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12:00-1:30 PM LUNCH Cowboys GC

1:30-6:00 PM GOLF/TOUR Cowboys GC / FW Downtown
6:30-9:30 PM FAREWELL DINNER Las Colinas CC

WEDNESDAY, 25TH OF SEPTEMBER

6:30-10:30 AM
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To learn more, visit principal.com/

sustainability

Jane Choi, CLF®, LUTCF®

National Recruiting Director

Financial Representative

Principal Securities Registered Representative
Financial Advisor

Principal® Financial Network

— 1-805-844-0025
J choi.jane@principal.com

CA Insurance License 0D47137

*As of April 2022.

©2024 Principal Financial Services, Inc. Insurance products issued by Principal National Life Insurance Company (except in NY), Principal Life
Insurance Company®, and the companies available through the Preferred Product Network, Inc. Securities and advisory products offered through
Principal Securities, Inc. member SIPC. Referenced companies are members of the Principal Financial Group®, Des Moines, IA 50392. Principal®,
Principal Financial Group®, and Principal and the logomark design are registered trademarks of Principal Financial Services, Inc., a Principal
Financial Group company, in the United States and are trademarks and service marks of Principal Financial Services, Inc., in various countries
around the world. Jane Choi, Principal National and Principal Life Financial Representative, Principal Securities Registered Representative,
Financial Advisor and Member - Principal® Financial Network.| 2198155-052022 | AD3487J-01
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Business Valuation for CPA’s i&SCWf

ANDREW PARK, CPA

CONFERENCE

Purpose of Business Valuation

Estate and gift tax

Sale/Purchase of a
business

Planning (i.e. estate,
potential sale of a
business)

Stock transfer

Purpose of Business Valuation

Divorce Litigation

Shareholder Dispute

Three Common Valuation
Approaches

3 BUSINESS YALURTION METHODS

L4 4

1 th balarca

Asset Approach

The Asset Approach methods seek to determine the
business value based on the value of its assets, The idea

Business is worth more on it's net assets than the
eamings
Common for investment holdings companies

Asset Approach

How to handle real estate
owned by the business?
Operating v.
Mon-Crperating
Identify normalization
adjustments
Use of outside expents (i.e.
real estate appraiser)

Asset Approach

Types of gxcess or pon-operating assels
Cash
Accounts Receivable
Inventory
Felated Party Loans
Investments

Income Single period capitalization of eamings
EYUT TS B Discounted cash flows

AAY M P P 5

Income
Approach

Business financial projections —
Caution!

Capital expenditures
Capitalization rate
Growth rate
Terminal growth rate

sy g v

Discounted Cash Flows Use of
Projections

Capitalization of earnings is a linear DCF
When is it appropriate to use?

Estimating capitalization rate

Estimating long term terminal growth rate
Common mistakes in a DCF?

Challenges in litigation

Market Approach

The Market Approach based 910868 BY Sile Gomparisons

valuation methods establish the
business value in comparison io _
historic sales nvelving similar !H.H
businesses.

=Y dopea,

Similar descriptions, size, - - -
profuabiliy, EBITDA = = = =

Goodwill

Definition: *“That ffarpible gsset arising a5 a result of name,
reputation, customer loyalty, location, products, and similar
factors pet separately idemtified.” v

Goodwill is marketable
arLd 1 P
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Executive Bonus Arrangements

KYUNGEUN KIM, CFP®
MANAGING PARTNER - MASSMUTUAL

KNSCPA

CONFERENCE

o' MmMutua-l

Executive Bonus Arrangements™

If your cormpany is like most, its success depends upon the efforts of its best people. That is why itis
essential to hire and retain talented, hard-working individuals who can help your business prosper and
grow. To do this, you need to offer competitive compensation and benefit programs that incent your
best people to stay and reward them for helping your business succeed.

Addressing the needs of businesses and their executives

Attracting and retaining the best people is a challenge for many businesses. Today's work force is more maobile and more willing to
make employment changes in the pursuit of career advancement. For businesses to be successful in a highly competitive labor
market, they need to offer a competitive compensation and benefit package.

Mast private companies spend a significant amount of money on executive compensation, but they are not spending it optimally,
according to Chief Executive's annual compensation research on mare than 1,700 companies. For instance, while the best-performing
companies use incentive-based compensation, 61 percent of private companies with less than $50 million in revenues and 37 percent
of private companies with more than $100 million in revenues (which most would expect to be more “sophisticated”) still do not have
formal long-term incentive plans.*

Executives are interested in supplementing their retirement savings because they are facing a looming retirement income problem on
multiple fronts. Higher-earning emplovees may be capped in how much they can contribute to a defined contribution plan, such as a
401(k). In addition, they face "compensation discrimination.” This is the fact that the higher their pre-retirement income, the lower
the percentage that will be replaced by Social Security.

There is an easy and effective way to provide executives with the benefits they want. It is called an executive bonus arrangement
(sometimes referred to as a Section 162 bonus arrangement, which references the Internal Revenue Code section upon which it is
based). The executive bonus arrangement is a fringe benefit funded with life insurance and given to a select group of key people
and/or business owners. In addition to providing protection to the executive’s family during their working years, an executive bonus
arrangement funded with whole life insurance can provide tax-advantaged supplemental retirement income.

Executive bonus arrangements are relatively simple to set up and administer and can accommeodate almost any budget. They give
small to mid-sized companies the ability to attract and retain valuable executives by helping to provide the additional benefits
they seek.

1 Noden, M. C. (Movember 11, 2020). Executive compensation in 2021: The most important thing private companies should do now. StrategicCFO360.
hi frat Fruld i . bei i

# Distributions under the policy (including cash dividends and partialfull surrenders) are not subject to taxation up to the amount paid into the policy
[cost basis), IF the policy is a Modified Endowment Contract, policy loans andfor distributions are taxsable to the extent of gain and are subject toa 105
L penalty.
Access to cash values through borrowing or partial surrenders will reduce the policy’s cash value and death beneht, increase the chance the policy wall

lagrse, aned mavy resalt in a Lax Rabality if the policy terminates before the death of the insured,

NOT A BANK OR CREDIT UNION DEPOSIT OR OBLIGATION » NOT FDIC OR NCUA INSURED « NOT INSURED BY ANY FEDERAL
GOVERNMENT AGENCY » NOT GUARANTEED BY ANY BANK OR CREDIT UNION

How the arrangement works

Under an executive bonus arrangement, the business enters into an agreement with an executive to pay all or part of the premiums
for a life insurance policy owned by the executive. The business usually pays premiums directly to the insurance company on the
behalf of the executive, The bonus amount is generally fully tax-deductible to the business, assuming it represents reasonable
compensation and is taxed as ordinary income to the executive. The policy provides permanent life insurance protection for the
executive and will build cash value over time.

There are several design options available and shown in detail below that can help you tailor the arrangement to meet the specific
objectives that your business is trying to achieve and design an arrangement that focuses on these goals,

C

Single Bonus

) (

o) (

Double Bonus

)

Leveraged Bonus Arrangement

)

EXECUTIVE BONUS ARRANGEMENT COMPARISON

Amount Due at
Premium CashValueand  Retirementor
Payor Death Benefit Termination of
Type Insured Owner Beneficiary {Bonus) Tax Cost Outlay Control Employment
Executive
Single Executive | Executive names Business Executive pays taxon Executive $0
Bonus personal bonus.
beneficiary.
Executive Executive pays tax,
Double Executive | Executive names Business which is borwsed by Executive %0
Bonus personal the business,
beneficiary. ’
Executive pays tax on
Executive bonus if single bonus; | The business
Restricted . . names . executive pays tax, controls, but
Bonus Executive | Executive personal Business which is bonused by has no interest $0
beneficiary. the business if double | inthe policy.
bonus.
_ The business IFuans tax The business
Executive cost to executive, controls
Leveraged Executive | Executive names Business ercume pays the through Total loan or tax
Bonus personal interest due to the cost.
collateral
beneficiary. business or interest
i assignment.
is accrued.
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Benefits and disadvantages of an executive bonus arrangement

Benefits to the Business
« Anexecutive bonus arrangement can be an effective recruiting and retention tool that provides benefits over and above a
standard compensation package.

= The company may offer the benefit to a select group of key people on a discretionary basis and can vary the insurance coverage
and premium bonus on each of them.

# There are minimal implementation and administrative expenses, A basic arrangement does not require IRS approval, and there
are generally no required ERISA filings.

= The bonus payments generally provide an immediate income tax deduction, subject to applicable compensation limits.

+ The agreement between the business and the key person may give the business the ability to amend or terminate the
arrangement at any time with limited notice.

Potential Disadvantages to the Business
» Lack of control, as the executive owns the policy and may have unrestricted access to the policy cash value.”

Benefits to the Executive

+ The executive owns the life insurance policy and designates the beneficiaries.

+ The policy death benefit will be paid income tax-free to the executive’s beneficiaries.

+ The policy cash value accrues tax-deferred and may be accessed” during retirement on a tax-advantaged basis to supplement the
executive’s retirement income.

+ Since the executive owns the policy, the benefits are not subject to forfeiture.

» [f the executive leaves the business, they may continue the coverage by paying the premiums out of pocket.

+ Possible creditor protection in many states, as personally owned life insurance policy cash values may be exempt from the claims
of creditors.,

Potential Disadvantages to the Executive
» The executive must be insurable,
+ The executive may have to pay tax on the bonus depending upon the option selected,

+ [f the leveraged bonus option is selected, executive would have to pay interest on the loan, or capitalize loan interest, on the loan
provided by the business for the tax on the bonus.

=1
=

Flexible arrangement designs

Executive bonus arrangements offer a great deal of flexibility with respect to whom they cover, the benefits they provide, and the
cost to the business. These arrangements can be designed to meet multiple financial needs and create substantial incentives that can
help the business attract and retain the best people.

Executive bonus arrangements can;

+ Reward top performers,

+ Address both the retirement and protection needs of the executive.

+ Minimize or eliminate the executive’s after-tax costs.

+ Create strong financial incentives for executives to stay with the business.
« Meet your budgetary requirements,

Why Whole Life

In addition to providing permanent life insurance protection, whole life insurance offers guaranteed policy cash values and the
potential for additional cash value funded with policy dividends.?

An executive bonus arrangement funded with whole life insurance can provide tax-deferred accumulation and tax-advantaged
supplemental retirement income.” In addition, the income-tax-free policy death benefit can help protect the executive’s income
during their working years and ultimately assure a legacy to their family,

These features make an executive bonus arrangement funded with whole life insurance a good choice for executives who can benefit
from the protection, cash accumulation, and tax advantages that the product offers.

* Diviclercls are nod Buaranteed,

The MassMutual Difference

Massachusetts Mutual Life Insurance Company (MassMutual) understands the needs of today’s business owners — we have been
working with successful people like you for over 172 years, Our financial professionals will take the time to listen, learn about you and
your enterprise and help develop strategies that you feel are best suited to your needs. Talk to your MassMutual financial

professional about helping you design an arrangement to reward your most important assets — your employees — and help ensure
the continued success of your business.

Additional Resources

Business Planning Techniques

Strategy Snapshot - Executive Bonus Arrangements Funded with Whobe Life Insurance

* The information provided is not written or intended as specific tax or legal advice. MassMutual, its subsidiaries, employees, and representatives
are not authorized to give tax or legal advice. Individuals are encouraged to seek advice from thelr own tax or legal counsel. Individuals
imvolved in the estate planning process should work with an estate planning team, including their own personal legal or tax counsel,

Participating whaole life insuranoe policies are issued by Massachusetts Mutual Life Insurance Compary (MMasshutual), Springfeld, BMMAD1111-00041,

© 2023 Massachusetts Mutual Life Insurance Company (MassMutual®), Springfield, MA01111-0001.
Al righs reserved, waew MassMutual com

ASE180e 224 MMA0RS05-305441
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Wesalth Repl tA h 2924
ol Ep BoEMENt APPrOach L AGCPA

NATIONAL RECRUITING DIRECTOR - PRINCIPAL CONFERENCE

Why the Wealth Replacement Approach?

Many individuals may hesitate to make substantial charitable gifts because they
fear the gift may compromise the financial security of loved ones. The wealth re-
placement approach (a.k.a. capital replacement approach) allows individuals to
accomplish both goals: providing for beneficiaries and giving to a favored charita-
ble organization.

How Does It Work?

The wealth replacement approach uses a charitable remainder trust, a life insurance policy, and an
irrevocable life insurance trust. The donor sets up a charitable remainder trust (CRT). The CRT pays
income to the donor for life, or for a term of years not to exceed 20. The donor receives an income tax
deduction for the present value of the charity’s remainder interest.

The donor also sets up an irrevocable life insurance trust (ILIT) in which the donor/insured has no inter-
est or incidents of ownership. The trustee purchases a life insurance policy on the life of the donor with
death benefits at least equal to the value of the property transferred to the CRT.

The donor uses the income payments from the CRT to make annual gifts to the ILIT which may be
sheltered in whole or in part by the gift tax annual exclusion. The trustee then uses those funds to pay
the annual premiums on the life insurance policy.

With a CRT that pays income to the donor for life, at the donor’s death, two things happen. First, the
charity receives a substantial gift at the termination of the CRT. Second, the ILIT receives the proceeds
from the life insurance policies, and uses them as directed for the donor’s heirs.

What Are the Benefits?
The donor receives several benefits by pursuing the wealth replacement approach:
- Assures the financial security of heirs by using life insurance to replace assets donated to charity.

- Makes a substantial charitable gift to a designated charitable organization.

« Defers capital gains tax on the transfer of appreciated property to the CRT.

- Qualifies for a sizable income tax charitable deduction in the year the CRT is funded,
based on the present value of the charity’s remainder interest.

- Removes property transferred to charity and life insurance proceeds from
his or her gross estate for federal estate tax purposes, if ownership is structured properly.

f

A donor who wishes to make a substantial
gift without compromising family inheritances
creates a charitable remainder trust (CRT) and

funds it with long-term appreciated property. The Z
donor receives a federal income tax deduction -
for the present value of the charity’s remainder The donor also creales an irevacable e insurance
imerest, subject to imitations. trust (ILIT) and funds it with a life insurance policy. The
face amount equals or exceeds the value of the property
transferred to the CRT.
DONOR

3 .

CRT ‘ ILIT

The CRT pays the donor The donor uses the CRT
an income for life, or - income o make gifts to the
for a term of up to 20 ; ILIT to cowver the insurance

years, To make these
payments, the trustee
sells the appreciated

premiums. These gifts
ang anly sheltered by
the gift tax exclusion if

praperty without paying the trust ben ares
capital gains tax and buys hawve Crummey powers—
ncome-producing assets. the power (o withdraw

the annual gift within a
specified window of time.

§

At the donor's death, the
ILIT receives the insurance
CHARITY proceeds, which are paid
1o the donor's hairs to
.& “replace” the donated
property. The remainder in

the CRT goes to the charity. DONOR'S
HEIRS

How Wealth Replacement Works

o Principal

principal.com

Principal Mational Life insurance Company and Principal Life Insurance Company, Des Moines, lowa 50392-00017

The subject matter in this communication is provided with the understanding that Principal® is not rendering legal,
accounting, or tax advice. You should consult with appropriate counsel or other advisors on all matters pertaining to
legal, tax, or accounting obligations and requirements.

This document is intended to serve as a basis for further discussion with your other professional advisors. Although great effort has been
taken to provide accurate numbers and explanations, the information In the document is general in nature and s based on a current
understanding of the federal tax rules. You are encouraged to seck the counsel of your advisers to understand how this report applies to
your particular facts and circumstances, including the possible impact of state tax rules.

Insurance issued by Principal Mational Life Insurance Co. (except in NY] and Principal Life Insurance Co. Securities offered through
Principal Securities, Inc., BD0-247-1737, Member SIPC andfor independent brokerfdealers. Principal Mational, Principal Life and Principal
Securities are members of the Principal Financial Group®, Des Maolnes, 1A 50352,

Principal, Principal and symbal design and Principal Financial Group are trademarks and service marks of Principal Financial Services, Inc,, a
member of the Principal Financial Group.
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3 Reasons Why Starting a Company -
Sponsored Retirement Plan is More
Affordable than Ever cHASE - KRISTIN TRUOG

KNSCPA

CONFERENCE

401(k) plans shouldn't break the bank, and new tax incentives from the latest government
legislation mean you can start your company retirement plan essentially for free.' Here's 3 key

tax considerations small business owners should know.

o Tax credits cover administration costs

Tax credits (which reduce your taxes or can result in a tax refund) can now cover up to 100% of your retirement
plan costs (increased from 50% in prior legislation). Small businesses with 50 or fewer employees are eligible
to receive up to $5,000 for the first three vears of the plan, adding up to a meximum of $15,000 in tax
credits. Have less than 50 employees? The administrative costs to start your Everyday 401(k) by J.P. Morgan

plan could be 100% covered.

e Expanded tax credits for employer match

If you plan to make direct contributions to your 401(k) plan for your employees, tax credits can now
offset upto $1,.000 per participating, eligible employee. Small businesses with 50 or fewer employees
are eligible for the full credit, with a maximum of $50,000 in the first year. The credit is phased out for

employers with 51-100 employees,

9 Continued tax credit for auto-enrollment

Any small plan that implements automatic enroliment Get a custom estimate
(i.e. employees automatically join your 401{k) plan when they with the Everyday401k
become eligible) can qualify for & $500 credit for three years., tax calculator.
This applies to both existing and new plans and can be
combined with the start-up tax credit for maximum savings.
Total Emplayees 5 0 0 a0 &
Owimers/HCE 2 3 4 5 &
and
camaam000 S . B L -
Eligible and aarm o 1 1 a
$100,000-149,000
INat Eligible o 1 1 3
Auto Enolf? Yea +3500 Yea +$500 Yea +8500 Yea +5500 Yea +$500
WWI“:& $250%2=$500 $250x7=$1750 $250%11=$2750 $250%13=$3250 SR
Wmﬁ U to 2,000 Up to $6,000 Up o $10,000 Up 1o $90.000 Up ta $21,000
Adrmin: $1000 Admin: $2.260 Admin; $3,250 Admin: $3.750 Admin: $500 PLUS %o
Total Credits Contribution Cantribution Contribution Contribution $10,000 Contribution
Up to S2,000 Up e $5,000 Up 1o $10,000 Up to 510,000 Up 10 $21,000

JPMorgan

ASSET MANAGEMENT

Kristin Truog

Executive Director
614.373.1371
kristin.truog@jpmorgan.com

1 Secure 2.0, which was contained in Consolidated Appropriations Act, 2023, PL. 117-328, enacted Decamber 29, 2022,
extended the $5,000/year tax credit for the firat three years to 100% of plan administrative expenses for businesses
with 50 or fewer employeas.

This material has been prepaned for informational and educational purposaes anly, It is not intended to provide, and should not be relied
upon for investment, accounting, kegal or tax advice. it is educational In nature and not designed to be a recommendation for any specific

investment product, strategy, plan feature or other purposes, The infarmation is shown for llustrative purpeses only and is not intended
as an offor or solicitation with respect to the purchase or sale of any security,

Flan spongors should reference JPMIH's 408(b)(2) services and fee disciosure notice for mone complete information, which is available on

the plan sponsor portal for your plan, Additional fee information is evailable for participants on your plan’s LR Morgan Everyday 401(k)
websaite.

Cartain recordkeeping and related senvices for plans may be provided on behalf of JPMorgan Invest Hoddings LLC [J.F: Morgan) or by
Vestwell Holdings Inc.
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ARTICLES FROM PROFESSIONAL

Federal Gift & Estate Tax

LINDA HAN, ASSOCIATE GENERAL AGENT
NATIONAL LIFE

KNSCPA

CONFERENCE

As Benjamin Franklin once wrote,
“in this world nothing can be said to be certain, except death and taxes.”
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TAX RATE
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GIFT TAX
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GROSS GIFT
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Code §2503. (Present Interest)
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EDUCATION AND MEDICAL EXCLUSION
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Code §2042 (Estate Inclusion of Life Insurance)
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ESTATE VALUATION
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Introduction to Tax Crime

P1O S. KIM, ESQ / LIMNEXUS, LLP

KNSCPA

CONFERENCE

WHEN THE GOVERNMENT
KNOCKS ON YOUR DOOR,
SILENCE IS THE ANSWER

Criminal investigators and
prosecutors see CPAs as
belonging to a class of in-
dividuals commonly described as “enablers” or
“bundlers” who enable others to commit crimes
or bring together individuals in furtherance of
crime. As such, CPAs make attempting targets for
the investigators and prosecutors on both federal
and state levels. It would therefore behoove CPAs
to be familiar with how to react when confronted
with situations with criminal potentiality. Fortu-
nately, the answer is simple. Do not respond to an
IRS inquiry or investigation on behalf of a client
when there is a potential for criminal prosecution.

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

There are multiple reasons for this. First and
foremost, doing so may very well only confirm
or deepen the suspicion by the investigator and
prosecutor that the CPA enabled or assisted the
client in committing a crime. Worse yet, respond-
ing may expose the CPA to a cover-up charge. Ly-
ing to a federal agent carrying out her investiga-
tory or regulatory duties is a federal offense, and

it is often easier to prosecute a cover-up than the
underlying crime. It is also important to keep in
mind that in all criminal investigations, there is a
strong likelihood that the CPA’s interest and the
client’s interest will ultimately diverge and may
even become diametrically opposed. As the in-
vestigation nears its conclusion, the client would
likely have to decide if he should cooperate with
the authorities and provide evidence against the
CPA or minimize his role in the crime by maximiz-
ing the CPA’s role. It is only expected that a client
looking for a way out for himself will blame the
CPA for the commission of the crime. An unscru-
pulous client will implicate even an innocent CPA
if he feels it will help him. Do not encourage such
a client by responding on his behalf.

The response may also constitute a subject matter
waiver of the Fifth Amendment privilege against
self-incrimination. Under the Sword and Shield
Doctrine, once a subject of an investigation volun-
tarily discloses a piece of information, as a sword,
in his defense, the subject cannot invoke the Fifth
Amendment privilege to withhold or shield the
information constituting or within the subject
matter of the disclosed information. What is and
is not the subject matter is often open to interpre-
tation and difficult to ascertain, and even where
a CPA believes that his response constitutes a rel-
atively minor point, the response can result in a
significant waiver of the privilege.

It bears reminding that there is no privileged
communication between a taxpayer and a CPA
in criminal matters, as there is for communication
between a taxpayer and an attorney. A limited
statutory privilege, under Section 7525, protects

tax advice communications between a CPA and
a taxpayer. However, that privilege, known as the
federal tax practitioner privilege or Section 7525
privilege, applies only in noncriminal tax matters
before the IRS and in federal courts. This privilege
does not apply in state courts or to any non-tax
proceedings, or to participation in a tax shelter
as defined in Section 6662(d)(2)(C)(ii). Further,
the privilege only applies to communications be-
tween a CPA and a taxpayer with respect to tax
advice if and only if the communication would
have been privileged had it been between an
attorney and the attorney’s client. Furthermore,
the attorney client privilege can be set aside if the
communication is made in furtherance of a crime.
Therefore, CPAs should not communicate with a
client if the matter at hand has the potential to be
criminal or qualify as a tax shelter. Should a CPA’s
involvement be necessary to adequately advise

the taxpayer, an attorney should be retained for

the client so that conversations with the client are
protected by the attorney - client privilege.

Finally, even where an attorney is retained for the
taxpayer, the CPA himself is not fully protected.
The attorney is a zealous advocate of the taxpayer
and owes no duty to the CPA. Further, the attor-
ney client privilege keeping the communications
between the CPA, attorney and taxpayer privilege
belongs only to the taxpayer. Using the privilege,
the taxpayer can effectively prevent the CPA from
disclosing the communications, but if it suits him,
the taxpayer can waive the privilege and disclose
the communications to be used against the CPA.
Information flows in only one direction in criminal
matters - from the subjects of the investigations
to the government. Prevent the flow and you
might have a fighting chance.
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Steps for a Successful

Peer Review

KNSCPA

CONFERENCE

CHARLES T. GREGG, CPA AT VAIL & PARK, P.C.

What is a peer review?

A peer review is a systematic
review of a firm'’s accounting
and auditing practice by oth-
er Certified Public Accoun-
tants(CPAs) to ensure that
they are following profes-

sional standards and guidelines. Firms are generally
required to have a peer review every three years.
Peer reviews help maintain the quality and consis-
tency of accounting and auditing services provided
by CPAs. They also ensure that firms are complying
with professional standards and ethics.

1. Enrollment
Administered by Administering Entity(AE) and
the National Peer Review Committee.

2. Peer Review Information

Firms provide information on the types of en-
gagements, practice areas, and industries per-
formed during the peer review year.

3. Scheduling
Firms choose their peer reviewer who is con-

firmed by the AE for suitability and availability.

4. Review Process

Responsibility of peer reviewer. During a review,
a qualified peer reviewer visits [or performs off
site if certain n criteria are met] the firm to in-
spect a collection of work to make sure it is up
to the profession’s standards and in compliance
with state and federal law. An independent team
of CPAs examines a firm’s audit workpapers, re-
ports and procedures to assess compliance with
professional standards. They may also interview
firm personnel. Almost all engagement reviews
are performed off-site.

What are the Types of Peer Review?

Peer reviews can either be system reviews or en-
gagement reviews which have different applica-
bility and objectives:

- System Review - Obtain reasonable assurance
that the reviewed firm's system of quality con-
trol (QQC) for its accounting and auditing (A&A)
practice has been designed and complied with
to provide the firm with reasonable assurance of

performing or reporting in conformity with the
requirements of applicable professional stan-
dards in all material respects.

- Engagement Review - Enrolled firms that only
perform services under SSARSs or services under
the SSAEs that do not require System Reviews are
eligible to have Engagement Reviews. The pur-
pose of the Engagement Review is to evaluate
whether the engagements submitted for review
are performed and reported on in conformity
with applicable professional standards in all ma-
terial respects, and to report on the evaluation of
selected engagements.

What Happens During a Peer Review?

If a firm is found to be in compliance with pro-
fessional standards, it receives a “pass” report.
If there are deficiencies, the firm may receive a
“pass with deficiency(ies)” or even a “fail” report.
With less than pass report, a firm may be required
to take remedial and/or corrective actions.

The peer review process is designed to be as ob-
jective as possible, with a focus on evaluating a
firm’s compliance with professional standards
and guidelines. However, like any review or as-
sessment process, there may be some subjec-
tive elements involved. It is best to discuss these
directly with your chosen peer reviewer. Firms
can prepare by ensuring their workpapers are
well-organized, their staff is trained on profes-
sional standards, and they have systems in place
for quality control.

How can I find a peer reviewer?

Firms select their own peer reviewer. Firms can
select a peer reviewer from any state. The loca-
tion of your peer reviewer does not impact the
outcome of your peer review. The AICPA’s Peer
Review Program administrators can provide a list
of approved peer reviewers.

How can | prepare for the Peer Review?

Preparing for a peer review can be a detailed pro-
cess, but with the right steps, your CPA firm can
ensure a smooth experience. Here are some key
steps to help you get ready:

1. Organize Workpapers: Ensure all workpapers
are well-organized and easily accessible.

2. Train Staff: Make sure your staff is well-trained
in current professional standards and understand
the peer review process. Regular training sessions
can help keep everyone up-to-date.

3. Quality Control Systems: Review and, if neces-
sary, update your firm’s quality control systems.
4. Self-Assessment: Conduct annually an internal
review or self-assessment to identify any poten-
tial issues before the peer review.

5. Documentation: Gather all necessary docu-
ments and ensure they are complete and accu-
rate. This includes engagement letters, financial
statements, and accounting and audit reports.

6. Communication: Keep open lines of com-
munication with your peer reviewer. Clarify any
questions or concerns you might have about the
process.

How to avoid pitfalls of a peer review.

7. Schedule your peer review Team Captain
early. Peer reviewers perform reviews when you
contact them. Typically, the reviewers are booked
three months ahead. During the tax season, it is
difficult to find a reviewer. DON'T PROCRASTI-
NATE! If you have a team Captain from a previous
year, don't just assume he is available for your re-
view. Many reviewers are retiring and are cutting
back on the amount of peer reviews they per-
form. If you perform your scheduling early, you
may find a Team Captain with a lower fee than
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if you are back against the wall and must accept
what is available.

8. Ensure your quality control document (QCD)
is up to date. Make sure that you have not boxed
yourself into a situation that requires you and
your staff to perform at a higher level than pro-
fessional standards require, unless you intention-
ally meant to do that. For example, if you state in
your QCD that you will perform internal inspec-
tions every 6 months, your Team Captain will
hold you to that standard.

9. Ask for examples of what peer reviewers are
finding in their peer reviews so that you are
able to learn from the mistakes of others. Team
Captains have access to matters for consideration
(MFC) on what reviewers are finding on both en-
gagement reviews and system reviews.

10. For Engagement reviews, criteria have been
set by AICPA as to the nature of “non-conform-
ing deficiencies” giving little judgment to re-
viewers. Know the issues for the deficiencies.
For system reviews, reviewers are focused more
on systemic causes and have more discretion on

deficiencies related to the firm'’s system of quality
controls.

11. Avoid repeat findings from your previous
peer review. For example, in the prior engage-
ment review, the accountant omitted footnote
disclosure on pension plans. If the exact same
disclosure in an engagement selected in the
current engagement omits the pension plan, it
would constitute a repeat finding or deficiency.
In a system review, a finding, deficiency, or signif-
icant deficiency identified during the current re-
view that has the same systemic cause identified
in the prior review's FFC forms or report will be a
repeat finding. For example, in the prior review,
it was determined that the failure of the omitted
revenue recognition disclosure was a systemic is-
sue resulting from the auditor’s lack of adequate
supervisory review. In the current system review,
the firm failed to document the risk assessment
caused by the lack of supervisory review. This will
result in a repeat finding in the current system re-
view since failures to document the risk assess-
ment is the lack of supervisory review.

By following these steps, your firm can be well-prepared for a
successful peer review. * Tom Gregg CPA is a Principal with Vail
& Park PC in Frisco Texas. He served in the US Army in South
Korea in 1966. He has performed peer reviews since 1993. * Peer
Review Engagement or Peer Review Preparation 0| ZQ6A|H
Charlie Park (CPA), Shareholder of Vail & Park, PC, 0l 29| ot
Al7| BEELL,
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Worthington
Financial Partners

Los Angeles Office 3731 Wilshire Blvd., Suite 920, Los Angeles, CA 90010
San Francisco Office 11501 Dublin Blvd., Suite 106, Dublin, CA 94568
Las Vegas Office 4276 Spring Mountain Rd., Suite 217, Las Vegas, NV 89102
Orange County Office 6281 Beach Blvd., Suite 303, Buena Park, CA 90621

Linda Han
Senior Partner
Phone: 916-508-1787
CA Insurance Lic#0H56630

Linda Han is a Registered Representative and Investment Advisor Representative of Equity Services Inc. Securities and Investment Advisory
services are offered solely by Equity Services Inc. Member FINRA (www.finra.org)/SIPC (www.sipc.org). 9515 Deereco Rd, Suite 700, Timonium,
Maryland 21093. Telephone 410-527-1292. Worthington Financial Partners is Independent of Equity Services Inc.

Worthington Financial Partners doing business as Worthington Financial and Insurance Services in California.

National Life Group® is a trade name of National Life Insurance Company, Montpelier, VT, Life Insurance Company of the Southwest, Addison,
TX and their affiliates. Each company of the National Life Group is solely responsible for its own financial condition and contractual obligations.
Life Insurance Company of the Southwest is not an authorized insurer in NY and does not conduct insurance business in NY. TC136076(0923)3



