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SCHMIDT PETERSON MOTORSPORTS
and CONQUER PARALYSIS NOW

As a professional race car driver, Sam Schmidt was at the top
of his game. Until the game changed. Sam Schmidt became
paralyzed after sustaining a spinal cord injury while practicing
for the 2000 season opener at Walt Disney Speedway. Life
and purpose changed in that moment, but Sam never lost his
passion for the sport he loves and found himself on a mission
to find a permanent cure for those afflicted with chronic

and acute paralysis. He

founded Conquer Paralysis

Now to raise funds for

scientific research, medical

treatment, rehabilitation, and

technological advances.

KKAJ has been an integral

member of the team since

the early days. They have helped guide many financial and business
decisions, working alongside Sam with both Schmidt Peterson
Motorsports and his Foundation.

STEVE YOULIOS, JERSEY MIKE’S

It all began one day when Steve Youlios, a radio broadcast
sales veteran with 30 years’ experience, entered Jersey Mike’s
on Copperhill Road in Santa Clarita looking for a quick lunch
option. It was love at first bite. He was intrigued by not only the
quality and taste of the sandwich, but also by the customer
service and operation behind the counter. That interest
evolved into opportunity as he made the decision to move
from the corporate world of sales into the life of a franchisee.
Youlios has been with KKAJ since 2014 and views them as
a partner in his business. “KKAJ partners and colleagues
understand the franchise business and always provides good
guidance through their professional advice,” Youlios said when
discussing how his relationship with KKAJ has facilitated
growth. “They go beyond being accountants and really take

the time to show me ways to run

my business more efficiently and

effectively.”

Youlious’ business model and personal

philosophy reflects many of the same core

values as KKAJ, such as an affinity for

service and giving back to the community.
It’s a great way to do
business providing fuel for the
body and soul.
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NATHAN
ANTHONY
FURNITURE

Beauty is in the eye of the
beholder. Or in the case
of Nathan Anthony, it’s in
the eye of the buyers, and
there are many. Driven by a passion for producing beautiful,
unforgettable pieces, this Los Angeles-based design studio
and factory consistently delights customers with their creations.
“KKAJ is outstanding at what they do,” said Tina Nichole who
owns the upscale furniture company with husband, Khai Mai.
“KKAJ has tremendous knowledge and thinks about the future
viability and health of our company. They focus not only on
profitability but go beyond to consider

efficiency and sustainability.”
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Like Tina and Khai, KKAJ’s experienced
professionals have a creative vision and hands-
on approach to individualized successful tax
strategies. Since 2014, Nathan Anthony has
relied on KKAJ to help guide business planning,
decision making, and strategic direction.

BERT E. JESSUP
TRANSPORTATION, INC.

Founded in 1967 in Southern California, the transport hauler
once held the title “King of the Flower Haulers” transporting cut
flowers all over California, including to San Francisco’s flower
district and to the Los Angeles area. When the pandemic hit, it
was devastating to flower growers, who were classified by the
state as non-essential. With a fleet of 49 refrigerated trucks,
the transportation company changed from hauling perishable
flowers to transporting processed food products, which were
deemed essential. By pivoting from flowers to food products,
the family-owned company experienced no layoffs and not a
single employee missed a day of work during the first year of
the pandemic.

Clients appreciate a team that looks ahead and gives guidance. Bert E.

Jessup Transportation, Inc. has the distinction of being one of KKAJ’s

longest-standing client. Since 1973, KKAJ partners have provided advice

and guidance to the owners on matters related to their business. The
50-year relationship is a
testament to KKAJ’s culture
of paying attention to clients
and always going above and
beyond to deliver five-star
client service.
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or nightmare audits. A quick internet search yields

hundreds of blogs and personal accounts of things
gone terribly wrong when mistakes are made. Without
question, the IRS has an ominous reputation and it’s best to
stay on the right side of this anxiety-producing government
agency.

T here is certainly no shortage of IRS horror stories

When it comes to the IRS, ignorance of the law is no
excuse. Most average citizens are not well-versed in tax
code law, which can change suddenly and often. Even
some tax preparers may not be familiar with all the rules and
regulations if they don’t regularly train, improve, and expand
their knowledge.

One area of the tax code that baffles taxpayers is the FBAR

— Report of Foreign Bank and Financial Accounts - filing
requirement. This report exists to combat tax evasion, but
average taxpayers can unknowingly fall into its net. Even if no
tax is due, failure to send in reports listing foreign accounts
(or sending them in late) is a grave offense and fines can be
significant.

Don’t Mess With IRS / Part |

IRS Gotchas: An assortment of penalties
(Source: Forbes, December 2022)

A Day Late And A Dollar Short. There are separate penalties for filing a 1040
late and for paying the balance due after April 15. They can add up to 47.5% of
the tax owed.

Sloppy Work. If you do a really bad job filling out your tax return, and make an
error in your favor, then you owe, besides the additional tax, a penalty equal to
20% of the shortfall. The penalty doubles if it involves an off-the-wall appraisal
for something like donated artwork.

W-2 Errors. Employers who mess up wage statements are penalized $50
apiece, up to a $3 million maximum.

Refund Grabbing. A professional tax preparer who negotiates a check from the
IRS to the taxpayer is fined $435.

(
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An 82-year-old woman whose family escaped World War Il
Nazi-occupation prepares her own tax returns. She omitted
transactions in a Swiss bank account that her father gave
her in 1999. She discovered her mistake ten years later and
apologetically sent in the appropriate form. Her confession
led to an audit, which discovered in some years she had
overpaid or underpaid resulting in a settlement of back taxes
for around $40,000. Once settled, the IRS sent the elderly
woman a bill for $2.2 million for the late FBAR filing.

Another weapon in the IRS’s arsenal is its ability to see
multiple violations where the average person would see only
one. This can yield a hefty multiplier effect for assessing
penalties per account versus per form. Depending on the
IRS’s interpretation, they could seek a jail sentence even if all
taxes were paid but some forms omitted.

A foreign relative sent her U.S.-based son gifts of more than
$800,000 over the course of two years. While the gifts were
not taxable, the recipient should have filed two Forms 3520
to report gifts from abroad. Years later he realized his mistake
and sent in the delinquent forms. For his act of belated
honesty, the IRS assessed a penalty of over $40,000.

In cases of substantial underpayments, the IRS can issue a
tax lien or levy garnishing tax refunds and wages, or seize
property such as financial accounts, cars, and homes.
Fortunately, tax liens are no longer reported by any of the
three major credit reporting agencies as of 2018.

Is there a moral to these tales of terror? Yes. Seek qualified
help from trusted advisors who understand the nuances in
the tax code and know how to properly file and report to the
IRS. Contact your KKAJ tax and accounting professional to
discuss your specific circumstances. As your trusted advisor,
KKAJ will review your situation and advise accordingly.

KKAJ has delivered Five-Star Client Service for 70 years and is an
independent member of the BDO Alliance USA.

Partnership Delay. Partnership returns are due March 15. Late fee: $195 per
month per partner.

Bouncing A Check. If your check or other payment to the IRS doesn’t go through,
you owe an additional 2%.

Late Withdrawal. Delaying a mandated withdrawal from a retirement account
for a year will net - given mid-range tax brackets and investment results - an
ill-gotten gain of not quite 2% of the amount delayed. The IRS fine for this delay,
though, is 50% of the amount.

Checklist Missing. A tax preparer who fails to fill out a two-page “due diligence”
checklist before claiming that a client is eligible for specified credits - including
the earned-income and college credits - is fined $545 per credit.




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

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.

Don’t Mess With IRS / Part Il
Relationships Overseas: A Safety Checklist

The IRS has decreed, and the Supreme Court has largely agreed, that you don’t get
off the hook just because your tax preparer made a mistake. The penalty for not
filing an obscure international form typically starts at $10,000 per year.

Passive Investments. Owning shares in a mutual fund incorporated abroad
requires filing Form 8621 (Passive Foreign Investment Company). If the fund
supplies you with the correct detail, you pay the same tax you would be paying
if the same portfolio were run by a U.S. fund. If it doesn’t, you owe a punitive
PFIC tax. Note: These rules do not apply to U.S.-domiciled funds that own foreign
stocks.

Personal Holding Company. Setting up a corporation to hold, say, an asset,
requires Form 5471 for a Controlled Foreign Corporation.

Bequests and Gifts. A gift or bequest from abroad counts as a “foreign trust” if it
exceeds $100,000. The form is due at the same time as an income tax return but
is sent off to a different IRS mail drop.

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

FBAR. File this form electronically if you have $10,000 or more, combined, in
international bank and brokerage accounts at any point during the year. Disclosure
is not required for foreign securities or currencies held by a U.S. bank or broker.

Fatca. The disclosure mandated by this anti-laundering law covers all manner
of foreign financial assets, including insurance and retirement assets; it overlaps
and often duplicates what's on an FBAR. Under Fatca, however, the asset
thresholds above which reporting is required are higher; they range from $50,000
for unmarried U.S. residents to $400,000 for couples residing abroad and filing
joint returns. The Fatca confession goes on Form 8938, filed with your income
tax return.

Crypto. Do Fatca and FBAR rules apply to virtual currencies held abroad? Probably
not, at the moment. But the rules could change. Best to play it safe and file the
reports.




January

17 Individuals: 4th quarter estimated tax payment due for 2022
31 Forms 1099 and Forms W-2 due to recipients and IRS
31 4th quarter payroll tax returns due

February

28 LA City Business Tax Renewal due

March

15 S Corporation/Partnership tax returns are due, unless extension is filed
15 S Corporation election due to elect to be treated as S Corporation beginning 2023

April
1  Business property taxes due (Form 571-L)
18 Individual/Trust/Corporate tax returns due, unless extension is filed

18 Individuals/Corporations: first estimated tax payment due for 2023
18 Foreign bank account report due, unless extension is filed

18 Last day to make a contribution to Traditional IRA, Roth IRA, and Health Savings Account for 2022 tax year
18 SEP-IRA and SOLO 401k contributions due or can be extended to October 16, if tax return extended

1  1st quarter payroll tax returns due
16 Non-profit organizations tax returns due (calendar year-end)

June

15 Individuals/Corporations: 2nd estimated tax payment due for 2023

July

31 2nd quarter payroll tax returns due

September

15 Due date for Corporate/ S corporation/partnership tax returns that were extended
15 Individual/Corporations: 3rd estimated tax payment due for 2023

October

2 Due date for Trust tax returns that were extended

16 Due date for individual and corporation tax returns that were extended
16 Due date for Foreign bank account report for 2022 that were extended
31 3rd quarter payroll tax returns due

November

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

December

15 Corporations: 4th estimated tax payment due for 2023

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. (oD e s

www.kkajcpa.com
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