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The Team That Works Together, Plays Together

and staff operate as a cohesive team of professionals

while making sure to budget some well-earned time
away from the office between deadlines. It’s this sense of family
that best defines the culture of the firm to achieve the ideal work/
life balance. It creates a dynamic environment that supports
professional development and personal growth.

M ore than just accountants, KKAJ partners, managers,

That culture carries over to client work, as well. The foundation

of the relationships we have with clients is a Five-Star Client
Service culture committed to providing the highest level of service
and expertise. Our partners and managers are an integral part of
each engagement working closely with experienced and talented
professionals.

KKA] families cheered on the
home team as the Dodgers
welcomed KKA] to the stadium
for a night of Major League
Baseball.

From the citizens of

the KKA]J Star Wars

Universe comes this
Who says tax and accounting professionals ga'lc'zctic group Of
don’t run in the fast lane? Between tax Citizens Pursuing

Adventure (CPAs).

deadlines, partners and staff made their
way to MB2 Raceway in Sylmar for a day of
high-speed indoor go kart racing.

K

KKAJ, LLP Certified Public Accountants e Phone (818) 848-5585 e (661) 705-4222 e Toll free (888) 837-9321  Fax (661) 705-4260




Trust Is Our Underlying Principle

The basis of any relationship is trust. When it comes to financial services, you expect more than just timely and
accurate documents. You need sound advice from business and accounting professionals you trust. KKAJ delivers
innovative solutions and steadfast performance that exceeds expectations and helps you achieve your goals.

KKAJ has provided auditing, accounting, tax and business consulting services to clients for more than 60 years. Our
professional staff has expertise in a broad range of industries, specializing in closely held businesses (non-public),
nonprofit organizations, and personal tax and financial planning.

Beyond compliance, transactional accounting and tax services, we build relationships based on trust to become an
integral partner in your success.

People Are Our Greatest Asset

KKAJ demonstrates a commitment to quality every day through a professional staff dedicated to providing the type
of service clients need and expect. It is people who transform our business into client relationships. What makes
KKAJ stand apart is its Five-Star Client Service culture committed to bringing the highest level of service and
expertise to clients.

Going Beyond the Numbers

Achieving your financial goals requires careful planning. To maximize benefit, your various financial plans must
support each other. KKAJ integrates your tax, investment, estate, retirement and business plans to align with your
objectives.

At KKAJ, you not only receive personal attention, proven expertise, and premium service, but you also receive our
commitment and dedication to your financial success. Our accounting expertise and personal service ensures
clients receive the individual attention they deserve and the reliable assistance they need. Building long-term
relationships helps KKAJ meet client goals for personal wealth
and business growth.

Call to discuss your situation and let our team of Certified Public
Accountants, financial planners and business advisors help you
achieve your personal and business financial goals.

Making Connections Worldwide

We are excited to announce that KKAJ is an independent
member of the BDO Alliance USA, a nationwide association of
independently-owned local and regional accounting, consulting,
and service firms. As a member, KKAJ has access to resources
and an international network of reputable firms that share mutual
business understanding and similar client service goals.
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Employee vs.
Independent
Contractor:

Not as simple
as ABC

The Dynamex court opinion rendered in April 2018, analyzed
the then-existing common law standard — known as the
Borello “right to control” test - to determine employee versus
independent contractor status. Since 1989, the Borello test
had been the standard in determining whether the person

to whom service was rendered had the right to control the
manner and means of accomplishing the result desired, along
with nine secondary factors. With the introduction of a new
ABC test, the Dynamex decision upheld the right-to-control
test under Borello but replaced the secondary factors with
new conditions set forth making it significantly more difficult to
classify workers as independent contractors.

Highly publicized and contentious lobbying efforts sought a
legislative response to the California Supreme Court’s decision,
which resulted in the passage and Gov. Newsom'’s signing of
Assembly Bill 5 in 2019.

The legislation provides seven categories of exemptions to the
application of the ABC test. If an exemption applies, then the
standard for determining whether a worker is an employee or
an independent contractor continues to be the Borello test.

If the ABC test applies, employers must ensure that newly
covered workers receive at least the minimum wage, paid sick
leave, overtime, and paid family leave. Also, unemployment
compensation coverage will be required as of Jan. 1, 2020,
and workers’ compensation coverage effective July 1, 2020.

It is worth noting that the bill prohibits employers from
reclassifying an individual who was an employee on Jan. 1,
2019, to an independent contractor due to the bill’s enactment.
Also, the Ninth Circuit ruling has retroactive effect.

ABC Test

A. The worker is free from the control and direction of the
hiring entity in connection with the performance of the work,
both under the contract for the performance of the work and
in fact;

B. The worker performs work that is outside the usual course
of the hiring entity’s business; and,

C. The worker is customarily engaged in an independently
established trade, occupation or business of the same nature
as the work performed.

THE SEVEN EXEMPTION CATEGORIES

Exemptions reflecting specific industry issues were made

in AB5, each having qualifiers and complex requirements.

The exemptions are not true carve-outs meaning that if an
individual whose work meets the exemptions so that the ABC
test does not apply, the hiring party must still demonstrate that
contractor status is appropriate under Borello and/or by other
statutory provisions as specified in AB5.

Specific occupations exemption

Licensed insurance brokers, physicians, surgeons, dentists,
podiatrists, psychologists, veterinarians, lawyers, architects,
engineers, private investigators, and accountants; registered
securities broker-dealers and investment advisors; real estate
licensees and repossession agents; a direct salesperson (in-
person demonstrations); newspaper distributors and carriers
under contract (sunsets on Jan. 1, 2021); and commercial
fishermen (until Jan. 1, 2023).

Professional services exemption

Enrolled agents; marketing services; human resource
administrators; travel agents; graphic designers; grant
writers; fine artists; payment processing agents through
an independent sales organization; still photographers or
photojournalists (exclusions apply); and freelance writers,
editors, or newspaper cartoonists.

Various salon workers exemption
Licensed estheticians, electrologists, barbers, cosmetologists,
and manicurists (until Jan. 1, 2022).

Business-to-business contracting exemption
Business service providers, entities (including sole
proprietorships) that contract to provide services to another
business.

Construction subcontractor exemption

Certain relationships between contractors and individuals
working under a subcontract in the construction industry. The
contractor must demonstrate that specific conditions are met.

Referral agency exemption

Certain relationships between referral agencies and service
providers generally applies if the contractor demonstrates 10
qualifying conditions are met.

Motor club exemption

Certain motor clubs and individuals performing services under
a contract between the motor club and a third party to provide
motor club services using the employees and vehicles of the
third party, if the motor club demonstrates that the third party
is a separate and independent business from the motor club.

Contact your KKAJ tax and accounting professional to discuss
worker classifications and if the ABC test affects you.

KKAJ has delivered Five-Star Client Service for over 60 years and is an
independent member of the BDO Alliance USA.
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January

15 Individuals: 4th quarter estimated tax payment due for 2019
31 Forms 1099 and Forms W-2 due to recipients and IRS
31 4th quarter payroll tax returns due

March

2 LA City Business Tax Renewal due
16 S Corporation/Partnership tax returns are due, unless extension is filed
16 S Corporation election due to elect to be treated as S Corporation beginning 2020

April
1  Business property taxes due (Form 571-L)

15 Individual/Trust/Corporate tax returns due, unless extension is filed

15 Individual/Corporations: 1st estimated tax payment due for 2020

15 Foreign bank account report due, unless extension is filed

15 Last day to make a contribution to Traditional IRA, Roth IRA, and Health Savings Account for 2019 tax year

15 Individual SEP-IRA and Solo 401K Contributions due or can be extended to October 15, if tax return extended
30 1st quarter payroll tax returns due

May

15 Non-profit organizations tax returns due (calendar year-end)

June

15 Individuals/Corporations: 2nd estimated tax payment due for 2020

July

31 2nd quarter payroll tax returns due

September

15 Due date for Corporate/S corporation/Pwartnership tax returns that were extended
15 Individual/Corporations: 3rd estimated tax payment due for 2020
30 Due date for Trust tax returns that were extended

October

15 Due date for individual and corporation tax returns that were extended
15 Due date for Foreign bank account report for 2019 that were extended

November

2  3rd quarter payroll tax returns due
16 Non-profit organizations tax returns due (calendar year-end) that were extended

December

15 Corporations: 4th estimated tax payment due for 2020

Our firm provides the information in this newsletter for general guidance only, and does not
constitute the provision of legal advice, tax advice, accounting services, investment advice,
or professional consulting of any kind. The information provided herein should not be used
as a substitute for consultation with professional tax, accounting, legal, or other competent
advisors. Before making any decision or taking any action, you should consult a professional
advisor who has been provided with all pertinent facts relevant to your particular situation. Tax
articles in this newsletter are not intended to be used, and cannot be used by any taxpayer, for
the purpose of avoiding accuracy-related penalties that may be imposed on the taxpayer. The Cerrrep PusLic Accountants
information is provided “as is” with no assurance or guarantee of completeness, accuracy, or
timeliness of the information, and without warranty of any kind, express or implied, including but
not limited to warranties of performance, merchantability, and fitness for a particular purpose.
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