2022 WICPA BUSINESS & INDUSTRY
FALL CONFERENCE

YOUR SOURCE FOR KEY UPDATES & INSIGHTS ON TIMELY ISSUES

TUESDAY, SEPT. 13
BROOKFIELD CONFERENCE CENTER
& WICPA CPE LIVESTREAM




MATERIALS AT A GLANCE

The following materials are from the afternoon sessions of the
2022 WICPA Business & Industry Fall Conference held on
Tuesday, Sept. 13, including:

o Keys to being an Excel-lent Leader

Accounting Update: Focus on Leases

How to Get the Most Out of Social Security to Help
Maximize Your Retirement Income

Rethinking the Employee Feedback Loop

CPA Ethics: How to Successfully Navigate Disputes



R OF THE R&D TAX CREDIT
ITH OVER 35 YEARS OF
RIENCE. AS A RESULT, WE HAVE
FOLLOWED THE CHANGES TO THE IRS CODE,
REGULATIONS, LEGISLATIVE HISTORY, AND
CASE LAW TO GENERATE THE MAXIMUM
BENEFITS AVAILABLE FOR OUR CLIENTS.

PLEASE CONTACT US FOR MORE INFORMATION:
DANIELLE SLUKA
danielle.sluka@ABGi-USA.com
773.709.3074

www.ABGi-USA.com



RETIREMENT PLAN
SERVICES FROM
LOCAL SPECIALISTS.

For more than 50 years, we have provided outstanding
retirement plan solutions with a tradition of building long-
term relationships. Our passion is supporting employers
to offer retirement benefits that help employees plan for
financial freedom in retirement. Let us put our knowledge
and experience to work for you.

Comprehensive | Fiduciary Focused | Driving Outcomes

Learn more: 414-278-1815 | AssociatedBank.com/RPS

|

S— |

ﬁ AssociatedBank | Your money works here.

Investment, Securities and Insurance Products:

NOT NOT BANK MAY NOT INSURED BY ANY NOTA
FDIC INSURED GUARANTEED LOSE VALUE FEDERAL GOVERNMENT AGENCY DEPOSIT

Associated Bank is a marketing name AB-C uses for products and services offered by its affiliates. Investment management, fiduciary, administrative and planning services are
provided by Associated Trust Company, N.A. (“ATC”). Investment management services are also provided to ATC by Kellogg Asset Management, LLC® (“KAM”). ATC is a wholly owned
subsidiary and affiliate of Associated Bank, N.A. (“AB”). AB is a wholly-owned subsidiary of Associated Banc-Corp (“AB-C”). KAM is a wholly owned subsidiary and affiliate of ATC.
AB-C and its affiliates do not provide tax, legal or accounting advice. Please consult with your tax, legal or accounting advisors regarding your individual situation. (1/22) P05538



!! CTaccess is an extension of
our company. They keep our
company on track, prepared
for the future and up &

running. ,,

Our IT Services

« Managed Service Provider
o Co-Managed Service Provider

o Cyber Security: Managed Security
Service Provider

o IT Consulting & Project Support
« Cloud UCaaS (Phone Systems)

o Mac Support

. A Technology
| & | Performance

ompany

The Full Spectrum of IT Services. NO MORE
hassles and NO MORE hidden costs. We'll be the
most transparent, proactive, and responsive IT
partner you’ll ever have in your corner.

What is IT? When we talk about IT, we’re referring
to your entire infrastructure: computers, servers,
internet, cyber security, email, the cloud, phones,
and all the things that keep your company and
your people running day to day. Our job is to make
sure all of those essential functions are working at
their peek and continuously improving so that you
can focus on your mission.

When your technology is running at
its peak, you can focus on what you
do best. We make that possible.

740 Pilgrim Parkway, Suite L3, Elm Grove, WI 53122 | ctaccess.com | 262.789.8210



“HELPING
INNOVATIVE'COMPANIES

TAKE ADVANTAGE OF

THE R&D TAX CREDIT

@ COMPLIMENTARY

FEASIBILITY & EVALUATION

OPTIMIZED

20 : CALCULATION & SUBSTANTIATION
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& STREAMLINED

PROCESS & COMMUNICATION

EPSA - (215) 709 3245 - info-usa@epsa.com



Outgrown QuickBooks?

Too Many Spreadsheets?

Need better reporting?
Then you need an ERP.

Make Better Decisions

Access financial, operational and
transactional data from across
the organization, anywhere anytime.

Easily customize dashboards, reports
and visual analytics to provide a
summary-level overview or an in-depth
account of business activity.
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Simplify HR
with End-to-End
HCM Technology

Isolved People Cloud is an intelligently connected
human capital management system that
streamlines HR processes and boosts employee
experience by:

Delivering a single solution to manage
essential tasks, from hire to retire.

Automating common processes to save
valuable time for HR teams.

Providing robust reporting and predictive
insights for better decision making.

Minimizing risk and evolving with new

compliance regulations.
Y g (o)
Boosting productivity with consumer- o
grade engagement tools.
(@)
Employ, enable and empower 0O o %
your workforce with comprehensive

technology that transforms O
employee experience and O
futureproofs your business.

Visit us at isolvedhcm.com

to schedule a demo. 1solved




What are you doing to launch your business forward?

In a dynamic market environment, having the right partner to solve emerging challenges
is critical to stay future ready. Jefferson Wells provides the financial solutions and
expertise in risk and compliance, finance and accounting, tax services, and business
optimization that organizations need to fuel business performance.

LEARN MORE ABOUT OUR TAILORED SOLUTIONS AT JEFFERSONWELLS.COM.

CONTACT ONE OF OUR WISCONSIN LOCATIONS:
APPLETON 920.738.6204 « MADISON 608.828.2730 « MILWAUKEE 414.231.1138

Jefferson
Wells

ManpowerGroup

© 2022 ManpowerGroup. All rights reserved.



INSURANCE

WORLD-CLASS EXPERTISE
AND

Don’t settle for either-or. With M3, you get both.

Some things in our world demand compromise, but insurance and risk management shouldn’t
be among them. You need an advisor who knows your business AND is connected to the best
information, ideas, and programs in the world. Expert attention from exceptional people —
that’s the M3 difference.

Or call us at:

Experience the M3 difference at m3ins.com 800.272.2443

PROPERTY & CASUALTY — EMPLOYEE BENEFITS — M3 FINANCIAL — M3 ELEVATE




UNIQUELY CRAFTED SOLUTIONS
TO ADDRESS YOUR
BUSINESS CHALLENGES.

Providing services and proactive,
ongoing communication to help optimize
every dimension of your organization.

S SIKICH

ACCOUNTING TECHNOLOGY ADVISORY




= SPECTRUM

INVESTMENT ADVISORS

Covering the spectrum
of your financial needs.

Retirement Plans Financial Wellness Wealth Management

Fiduciary Training Targeted Education Holistic Planning

Investment Monitoring Individual Advice Investment Consulting

Plan Design Consulting Employee Engagement Income Strategies

ROLLOVERS - IRAS
INDIVIDUAL - FAMILY - TRUST

...SM SpeCtru m | nvestment AdVISO rs Spectrum Investment Advisors, Inc. is an SEC registered investment
6329 West Mequon Road Mequon, WI 53092 adviser located in Mequon, WI. Registration with the SEC does not

. 262-238-4010 | www.spectruminvestor.com imply a certain level of skill or training.




Nancy M.
Bonniwell,

JD.

Megan LW.
Jerabek, J.D.

TerriS. Boxer, Robert E. Dallman, ThomasP. Courtney A.
JD. JD,LLM. Guszkowski, Hollander,
J.D,LLM. J.D,LLM.
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The bottom line? We get results.

Robert B. Teuber,
J.D.

vVOIl

Peter J. Walsh,
J.D,LLM.

von Briesen's team of experienced tax lawyers, many of whom have advanced
designations, help businesses and individuals navigate the increasingly complex tax laws.

To learn more about our Tax Law Section and the services we offer, please contact
Daniel Welytok, Tax Section Chair, at

von Briesen & Roper, s.c. | Attorneys at Law

vonbriesen.com/tax

Curtis C. Walther,

Daniel S. Welytok,

1D, LLM.



We're here to build

local businesses

because that's what

commercial banking

is all about.

Community is Main Street. Community is
business parks. It's networking. It's referrals.

It's growth. And Community is valuable
partnerships. At Waukesha State Bank we know
that local businesses help define a Community.
From financing expansions to supporting everyday
banking needs, our commercial banking platform is
designed around you and the needs of your clients.

Find your business banking
partner at WaukeshaBank.com.

Solutions for businesses of
all shapes and sizes:

A wide range of lending capabilities from start-up
loans to loans in excess of $20 million. SBA Preferred
Lender since 1999.

Completely local decision-making and support.
Local = Fast.

True Relationship Banking — No 1-800 number.

Consistent, yet flexible, lending approach backed by
a commercial banking team with more than 300 years of
collective experience.

A full suite of cash management products, payroll
processing and wealth management services.

14 full-service locations throughout Waukesha County.

Reinvestment in the communities we serve, creating
vibrant places to live and work.

Member

EQUAL HOUSING FDIC
LENDER



It shouldn’t take a four-foot diameter oak tree in your
kitchen to find out who you can trust.

To find out more about the Silver Lining and a
special discount on home and auto insurance
just for members of the WICPA,
contact this official supplier of the Silver Lining.

Professional Insurance Programs
at (414) 277-0154 or info@profinsprog.com

Or to find an agency near you,
visit thesilverlining.com.

v
/(EST BEND* -
THE SILVER LINING®

fin WG 1%




WICPA
Career Center

Post Job Openings | Upload Your Resume | Apply For Jobs

Whether you're looking for a new career or a new

employee, the WICPA's Career Center can help you make

the most of your search.

Find or post a job today at wicpa.org/CareerCenter.



UPCOMING WICPA

CONFERENCES

YOUR SOURCE FOR KEY UPDATES
& INSIGHTS ON TIMELY ISSUES

~

s~

SUCCEED
IMPLEMENT
NETWORK
SAVE THE DATE!
[ ]

Business & Industry Fall Conference Tax Conference
Tuesday, Sept. 13 Thursday, Nov. 3 - Friday, Nov. 4
Brookfield Conference Center, Brookfield Brookfield Conference Center, Brookfield
Wednesday, Oct. 26 ) -
Glacier Canyon Lodge, Wisconsin Dells ACCOUMIng & AUdlflng Conference

Wednesday, Nov. 16

Not-for-Profit Accounting Contoreee Brookfield Conference Center, Brookfield

Tuesday, Sept. 20

Brookfield Conference Center, Brookfield Accounting Technology Conference
Thursday, Dec. 8

Brookfield Conference Center, Brookfield

WICPA members save up to $150 on registration!
Registration opens approximately eight weeks prior to a conference. View conferences
currently open for registration at wicpa.org/conferences.




CONNECT

~ Hello.

Let’s make

the connection.

ey

A GREAT WAY FOR WICPA MEMBERS
TO COLLABORATE

WICPA Connect is your exclusive members-only networking and knowledge
base designed to connect you with WICPA members and resources.

* Network with peers and grow your contact
list using the member directory of more
than 7,000 members.

* Post questions to find out from fellow
members who have the expertise or may
have been in the same situation.

* Personalize your profile by adding your
interests, education, experience, honors
and even your photo.

Contribute and download resources such
as documents, whitepapers, articles,
reports, guides and more.

Share your knowledge and expertise by
answering questions and offering your
insights and ideas to fellow members.

Customize your experience with controls
for profile visibility, discussion signatures,
notifications and more.

As a WICPA member, you already have a profile on WICPA Connect.
Simply go to wicpa.org/connect and sign in using your existing website login information.

Connect with thousands of fellow members now at wicpa.org/connect




2023

* * A W A R D S

NOMINATE SOMEONE YOU KNOW
FOR AN EXCELLENCE AWARD!

% Accounting Educator % Community Service
% Accounting Student % Distinguished Career
% Business & Management % Diversity & Inclusion
% CPA in Public Practice % Woman to Watch

% Young Professional

Submit your nomination at wicpa.org/awards by Nov. 10, 2022.

Recipients will be announced in January and honored at the
Member Recognition Banquet & Annual Business Meeting on May 5, 2023.



12:55 - 1:55 p.m.

Keys to Being an Excel-lent
Leader

Jennifer Buchholz, MOS, MCT, Owner & Lead Trainer, Excel &
Flourish



Keys to being an
Excel-lent Leader

Jennifer Buchholz
Excel & Flourish
2022

As a leader, you’re not expected to be an Excel Guru, but there are some key

Excel techniques that leaders should understand so you know what’s possible (or
what may be more complicated) when you make a request from your team. You
also should be familiar with simple auditing techniques to ensure you're getting
good quality data when you’re using that to drive decisions.

This session will cover some common mistakes, misconceptions, and
opportunities to leverage Excel as a leader. Specifics include formula auditing,
pivot tables, flash fill, lookup formulas, and more. Leaders who want to sound like
they know what'’s really going on in spreadsheets should not miss this session.




What's your
go-to Excel
move?

When is the last time you
skilled up in Excel?

When is the last time your
team skilled up in Excel?




Formula Auditing

Excel Tools
Every Leader
Should Know

¢ Show Formulas
* Tracing

 Error Checking




Speed Up Data Cleanup

A
Participants

Ronnie Anderson, UK
Tom Boone, Canada
Sally Brook, USA
leremy Hill, &ustralia
Mattias Waldau, USA
Robert Furlan, France
David White, UK

B

Country
UK

Canada |

LsA
Australia
LIsA
France
LK

Lookup Formulas
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5112.00
5 774,00

Data scientists spend
e 60% of their time on
cleaning and organizing
data
* 19% of their time collecting
data sets comes

around 80% of their time on
preparing and managing data
for analysis.

— Forbes 2016

e Flash Fill

¢ Macros (no VBA coding
required)

* PowerQuery

HLOOKUP
VLOOKUP
XLOOKUP
INDEX MATCH

Or... 2 alternatives
¢ Relationships in PivotTables
* PowerQuery




Pivot Tables

e Summarize data in 5 simple
clicks

¢ Drill down
Charts

Slicers

5 Key Questions Leaders Should Ask

* How long is X taking you to do? How could that go faster/smoother?

* When was the last time you looked under the hood of that
spreadsheet that we’ve been using for years?

* When'’s the last time you questioned this process?

* If you could automate one process in your
daily/weekly/monthly/quarterly work, what would it be? Why? How
much time would it save?

 Could we be getting more/better data if we did this a different way?




An Excel-lent Leader
Understands:

I’m not required to know
HOW to do all the things, but
it’s helpful to know WHAT
things Excel can do and
challenge my team to figure
out the best way HOW.




12:55 - 1:55 p.m.

Accounting Update: Focus on
Leases

Brad Hermes, CPA, Partner, Sikich LLP



2022 ACCOUNTING UPDATE: FOCUS ON
LEASES (ASC 842)

September 13, 2022

SIKICH.COM

TODAY'S PRESENTER

BRAD HERMES
CPA

PARTNER
brad.hermes@sikich.com




2022 ACCOUNTING UPDATES

= Nothing broadly applicable among limited number of
accounting standards updates issued in 2022

= We will focus on LEASES (ASC 842)!!

= Accounting for Employee Retention Credits has been a
hot topic - if any questions feel free to submit them or
reach out to the presenter.

ASC 842 OVERVIEW

= ASC 842, Leases will supersede ASC 840, Leases

= Operating leases will be recorded on the balance sheet (limited
exceptions apply)

= Lease liability

= Right-of-Use (ROU) asset

= Financial ratios (debt covenants!) will be impacted
= Capital leases will now be called “finance leases”

= |dentification of embedded leases emphasized

= Certain lease-related payments (in addition to base rent) may be
incorporated into ROU asset and lease liability amounts

= Financial statements footnote disclosures will be expanded




ASC 842 IMPLEMENTATION STEPS

Education Accounting Execution
Contract Data . .
solution and Maintenance

and policy
elections selection reporting

identification collection

WHAT SHOULD YOU BE DOING NOW?

= Policy elections

= |dentifying contracts and collecting data

= Select an accounting solution

= New accounting processes and GL accounts

= Consider impacts on:
= Ratios/debt covenants
= Other financial measures (EBITDA)
= Comparability of financials in first year (annual and interim)

= Formalizing related party leases




EFFECTIVE DATES

= Public entities and “public” not-for-profit entities:
= Was effective for fiscal years beginning after December 15, 2018
= January 1, 2019, for calendar year-end entities

= NFP that has issued or is a conduit debt obligor for public securities
but not issued financial statements as of June 3, 2020, shall apply
for fiscal years beginning after December 15, 2019

= Private entities:
= Effective for fiscal years beginning after December 15, 2021
= January 1, 2022, for calendar year-end entities

= Effective for interim periods within fiscal years beginning after
December 15, 2022

= Interim periods beginning in 2023 for calendar year-end entities

SCOPE AND SCOPE EXCEPTIONS

. iASC 842 applies to nearly all leases, including subleases and related-party
eases

= ASC 842 specifically does not apply to leases of the following:
(1) intangible assets
(2) exploration or use of minerals, oil, natural gas, and similar nonregenerative resources
(3) biological assets, including timber
(4) inventory
(5) assets under construction

= Entities may elect to exclude short-term leases

= Leases that, at the commencement date, have a lease term of 12 months or less and do
not include renewal or purchase options that the lessee is “reasonably certain” to
exercise.

= Entities may establish a “reasonable recognition threshold,” under which
leases will not be recorded pursuant to ASC 842

= Similar to capitalization threshold for PP&E




TRANSITION METHODS

= Two optional transition methods to select from:

= 1) Comparative reporting
= Apply ASC 842 retrospectively to each prior period presented with the cumulative effect at the
beginning of the earliest comparative period presented
= For a calendar year-end entity presenting two years of financial statements (2021 and 2022):
= Present cumulative effect as of January 1, 2021
= Present financial statement impacts for all of 2021 and 2022, restating 2021
= Financial statements are comparable

= 2) Non-comparative reporting
= Apply ASC 842 retrospectively at the beginning of the period of adoption through a cumulative-
effect adjustment
= For a calendar year-end entity presenting two years of financial statements (2021 and 2022):
= Present cumulative effect as of January 1, 2022
= Present financial statement impacts for 2022
= Financial statements are not comparable

= Two sets of footnote disclosures are required (ASC 840 for prior year and ASC 842 for
current year)

LEASE CLASSIFICATION

Lessee Lease Criteria Lessor
Finance Any one of the following five criteria are met: Sales type
lease 1. Lease transfers ownership by end of term lease

2. Lessee has option to purchase asset, and is reasonably certain to exercise it

3. Lease term is for a major part of the remaining life of the asset (if the
commencement date falls at or near the end of the economic life of the underlying
asset, this criteria shall not be used)

4. Present value of lease payments plus residual value guarantee by lessee is equal to
or greater than substantially all of the fair value of the asset, or

5. The asset is specialized and is expected to have no alternative future use to

the lessor.

None of the above criteria are met; however, both of these criteria are met: Direct

= Present value of lease payments plus residual value guarantee (including third financing
party guarantee) is equal to or greater than substantially all of the fair value of the | lease
asset, and

= Itis probable that the lessor will collect lease payments and residual
value guarantee.

Operating | None of the above criteria are met. Operating
lease lease




“‘SUBSTANTIALLY ALL" OF THE FAIR VALUE

= ASC 842 does not provide a bright-line threshold for what constitutes "substantially all;"
however, one reasonable approach would be to use a 90% threshold (as per pre-
existing guidance in ASC 840)
= For assessing lease classification, lease payments include:
= All fixed payments (paid or payable), less lease incentives paid/payable to lessee
= Variable payments based on a rate or index
= Exercise price of purchase option, if reasonably certain of exercise
= Payments for early termination penalty, if termination reflected in lease term
= Fees paid by lessee to a special purpose entity for structuring the transaction
= Total amount possible of being owed under a residual value guarantee

= Use relevant discount rate to perform present value calculations

= |If a reasonable estimate of fair value of the leased asset cannot be made without
undue cost or effort, entities will not consider this criteria for lease classification

DETERMINING THE DISCOUNT RATE

= Rate implicitin the lease
= Required to be used by lessors
= Used by lessees when readily determinable

= Unless the lease is with g related party, it's highly unlikely that a lessee would have knowledge of all the above
elements to determine the rate implicit in the lease

= The rate of interest at which:

+E)=0)-6) +

= Incremental Borrowing Rate (IBR)

= The rate of interest that a lessee would have to pay to borrow on a collateralized basis, over a
similar term, an amount equal to the lease payments, in a similar economic environment

= Risk-Free Rate (RFR)

= The theoretical rate of return of an investment with zero risk (U.S. Treasury bond rates)
= Nonpublic business entity accounting policy election, by class of underlying asset




CLASSIFICATION [LLUSTRATION

= (A) How would a lessee classify a lease with the following terms?

Lease commencement

Lease term

Payments due

Discount rate for the lease

Fair value of the underlying asset

Remaining economic life

Base monthly rent

Scheduled rent increases

Transfer of title

Purchase option

Specialized nature

01/01/2022

Beginning of month

$35,000

$500/month

3% increase on each anniversary date

\[¢}

No

= (B) What if a $5,000 residual value guarantee is added?

CLASSIFICATION ILLUSTRATION

= (A)

=(B)

LEASE CLASSIFICATION

Lease classification under ASC 840
Transfer of title

Purchase option to be exercised
Major part of economic life
Substantially all of fair value
Specialized nature

Classification

n/a

need response
need response
need response
need response
need response

Calculated: 71%
Calculated: 80%

LEASE CLASSIFICATION

Lease classification under ASC 840
Transfer of title

Purchase option to be exercised
Major part of economic life
Substantially all of fair value
Specialized nature

Classification

n/a

need response
need response
need response
need response
need response

Calculated: 71%
Calculated: 92%




RELATED PARTY LEASES

= Accounted for based on legally enforceable terms and conditions,
whlgh would be the same as if the lease was between unrelated
parties.

= |s g “short-term” lease truly short term? Possible indicators of legally
enforceable terms and conditions:

Existence of significant leasehold improvements

Underlying asset financed through debt provided, or guaranteed, by lessee

Cash flow from lessee critical to lessor’s ability to meet debt obligations

Economically disruptive or commercially unrealistic for lessee to move
operations in short-term

= Other agreements (operating agreements, management agreements, etc.) that
directly or indirectly impose enforceable terms and conditions

= Discount rate - rate implicit in the lease may be very high

= Lease classification - impact of discount rate on “substantially all the
fair value”

TRANSITION CONSIDERATIONS

= Select transition method

= Elect practical expedients
= “Package of three” (no reassessment of (1) whether an existing arrangement
contains a lease, (2) lease classification or (3) initial direct costs)
= Hindsight (regarding renewal, termination and purchase options)
= Easements (not assess whether existing land easements are or contain leases)
= Transition from ASC 840 balances
= Operating under ASC 840 that will continue to be Operating under ASC 842
= Lease liability measured at present value of future lease payments, including amounts
probable of being owed under residual value guarantees
= ROU asset measured starting with lease liability and adjusted for balances remaining
from ASC 840 accounting (prepaid/accrued rent, unamortized incentives, unamortized
initial direct costs)
= Capital under ASC 840 that will continue to be Finance under ASC 842
. tI;ezlase liabilities and ROU assets recognized at the carrying amount of related ASC 840
alances

= Prepare transition disclosures in accordance with ASC 250




PROCESS FOR MEASUREMENT OF LEASE
LIABILITIES AND ROU ASSETS

= Steps involved in measuring lease liabilities and ROU

assets include:

= First, measure the lease liability for each lease component
= Use payments not yet made that were identified with lease

components

= Apply discount rate (implicit rate, incremental borrowing rate or risk-

free rate, as appropriate)

= Determine net present value

= Then measure the ROU asset for each lease component
= Start with amount of lease liability. Adjust for certain additions and

subtractions

PAYMENTS USED FOR LEASE CLASSIFICATION
VS. LEASE LIABILITY MEASUREMENT

LEASE CLASSIFICATION LEASE LIABILITY MEASUREMENT

Lease payments include all lease payments made
before commencement, and those not yet made,
including:

Lease payments include only those not yet made,
including:

= Fixed payments less lease incentives,

= Fixed payments less lease incentives,

= Variable lease payments that depend on an index or rate,

= Variable lease payments that depend on an index or rate,

= Exercise price of purchase option if lessee reasonably certain
to exercise,

= Exercise price of purchase option if lessee reasonably certain
to exercise,

= Payments for penalties to terminate lease if lease term reflects
lessee exercising option to terminate,

= Payments for penalties to terminate lease if lease term reflects
lessee exercising option to terminate,

= Fees paid by lessee to special-purpose entity for structuring the
transaction,

= Fees paid by lessee to special-purpose entity for structuring the
transaction,

= Entire potential amounts owed under residual value
guarantees.

= Amounts that are probable of being owed under residual value
guarantees.




LESSEE RECOGNITION — ROU ASSETS

= ROU asset is computed as:

Lease incentives
received at or
before
commencement

Initial Lease payments

Initial direct costs

made at or before
commencement

measurement of
lease liability

= |nitial direct costs
. IncremecTtaI costs that would not have been incurred had the lease not been

execute
. Specificall}{, costs related to activities that occurred before obtaining the lease are
not capitalizable as IDC's

= Examples of IDC's include legal fees resulting from the execution of a lease,
commissions to employees acting as sellingagents and certain payments to
existing tenants to move out

ILLUSTRATION 1.1 - FINANCE LEASE WITH
RESIDUAL VALUE GUARANTEE

= Continuation of illustration from session 1. Hypothetical vehicle
lease.

Lease commencement

01/01/2022

Lease term

60 months

Payments due

Beginning of month

Discount rate for the lease 5.0%

Fair value of the underlying asset $35,000
Remaining economic life 84 months
Base rent $500/month

Scheduled rent increases

3% increase on each anniversary date

Transfer of title

No

Purchase option No
Specialized nature No
Residual value guarantee - total possible $5,000
Residual value guarantee - amount probable $1,000

10



ILLUSTRATION 1.1 = INITIAL JOURNAL ENTRY

ACCOUNT DEBIT CREDIT
Finance lease ROU asset 28,947

Current finance lease liability 4,684
Noncurrent finance lease liability 24,263

ILLUSTRATION 2.1 - OPERATING LEASE AT

TRANSITION

= Hypothetical equipment lease

Lease commencement 01/01/2021
Lease term 60 months
Payments due Beginning
Discount rate for the lease 3.0%

Next payment due date 02/01/2022
ASC 840 prepaid rent balance $2,625

ASC 840 deferred rent balance $3,000

Base rent $2,500/month

Scheduled rent increases

$125/month each commencement date
beginning 01/01/2022

ASC 840 lease classification

Operating

11



ILLUSTRATION 2.1 - INITIAL JOURNAL ENTRY

ACCOUNT DEBIT CREDIT
Operating lease ROU asset 124,171

Current operating lease liability 25,524
Noncurrent operating lease liability 99,022
Prepaid rent (ASC 840) 2,625
Deferred rent (ASC 840) 3,000

ILLUSTRATION 3.1 - CAPITAL LEASE AT

TRANSITION
= Hypothetical equipment lease

Lease commencement 06/01/2019
Lease term 120 months
Payments due End
Discount rate for the lease 4.625%
Remaining economic life of underlying asset 149 months
Next payment due date 01/31/2022
ASC 840 capital lease liability balance $130,582
ASC 842 capital lease asset balance $132,157
Monthly rent throughout lease term $1,500
Purchase option to be exercised $25,000
ASC 840 lease classification Capital
Reason for ASC 840 lease classification Purchase option

12



ILLUSTRATION 3.1 - INITIAL JOURNAL ENTRY

ACCOUNT DEBIT CREDIT

Capital lease asset (ASC 840) 132,157
Finance lease asset (ASC 842) 132,157
Capital lease liability (ASC 840) 130,582
Finance lease liability (ASC 842) 130,582

INCENTIVES PAID OR PAYABLE AT
COMMENCEMENT

= Included in calculation of initial ROU asset balance (not in lease liability)
= Payments made to or on behalf of the lessee

= Losses incurred by the lessor as a result of assuming a lessee’s
preexisting lease with a third-party

= Asset improvements - Whose asset is it? Lessor or Lessee?

LESSOR
REIMBURSES WHOSE
LESSEE FOR ASSET?

CONTRACT REQUIRES
TREATMENT?

LESSEE TO MAKE
IMPROVEMENT?

COSTS?
No Yes Lessee Incentive that reduces ROU asset
No No Lessee Not lease consideration
Yes Yes Lessor* Not lease consideration
Yes No Lessor* Included in lease payments (not an incentive)

*Assumes improvement could be utilized by subsequent tenant

13



INCENTIVES NEITHER PAID NOR PAYABLE AT
COMMENCEMENT

. Inclutc)jed in calculation of initial lease liability (flows through to ROU
asse

= Some leases provide for incentives to be paid after commencement
and are not “payable” until a condition is met

" % reimbursement of leasehold improvement construction expenses, up to a
set dollar amount

= Two accounting approaches:

" (af) Amount probable (similar to residual value guarantee) - treat as a reduction
of lease payments at commencement if lesseeis reasonably certain to incur
qualifying éxpenditures up to the limit (or lesser amount)

" %b) Remeasurement required when variable consideration becomes

ixed (covered in later slide) - Upon incurring expenditures, lessee should
reduce the lease liability and ROU asset and either,
= Recognize the effect of lease incentive prospectively; or

= Recognize cumulative catch-up adjustment to lease expense so that periodic lease
expense is recognized as if the incentive was receivable as of the commencement date

LESSEE ACCOUNTING — BALANCE SHEET

FINANCE LEASE OPERATING LEASE

Balance Sheet

Record ROU asset and lease liability at commencement
= ROU asset will be presented as long term
= Lease liability will be presented in current and non-current portions

Amortize ROU asset, typically on a straight-line basis Amortize ROU asset by an amount representing

over: straight-line lease expense less accretion of interest on
= Leaseterm, or the lease liability (amortization increases over lease
= Remaining economic life of underlying term)

asset when transfer or title or
purchase option reasonably certain to be
exercised

Test ROU asset for impairment (ASC 360)

Increase liability for accretion of interest and reduce liability for amounts paid

Adjust ROU asset and lease liability for effects of modifications and remeasurements, as applicable

14



LESSEE ACCOUNTING — INCOME STATEMENT

Income Statement

Expense will decrease over lease term Expense will remain the same (straight-line) over the
= Amortization is recognized on a straight-line basis lease term
= Interest accretion is reduced as the liability declines | = ROU amortization increases to result in
combined straight-line expense
= Interest accretion is reduced as the liability declines

Present two expense line items: Present a single expense line item:
= Amortization expense = Operating lease expense
= Interest expense = Referred to as “single lease cost”

Do not have to be separately presented; should be
consistent with how entity presents other interest and
amortization

Recognize variable lease expense

Recognize impacts of impairments, remeasurements, and modifications, as applicable

LESSEE ACCOUNTING - FINANCE LEASE VS.
OPERATING LEASE ILLUSTRATION

Finance and Operatin| . . Difference Finance vs.
Finance Lease Operating Lease A
Lease Operating

Straightline ROU Single
Lease Amortization  Interest Total Reduction Interest Lease Cost Total
Payments Liability E ROU Asset "Plug" Accretion (Straightline) ROU Asset Expense ROU

0 392,017 392,017 392,017 -

1 50,000 362,094 39,202 20,076 59,278 352,815 29,924 20,076 50,000 362,094 9,278 (9,278)

2 50,000 330,413 39,202 18,320 57,522 313,614 31,680 18,320 50,000 330,413 7,522 (16,800)

3 50,000 296,874 39,202 16,460 55,662 274,412 33,540 16,460 50,000 296,874 5,662 (22,462)

4 50,000 261,365 39,202 14,491 53,693 235,210 35,509 14,491 50,000 261,365 3,693 (26,155)

5 50,000 223,772 39,202 12,407 51,609 196,009 37,593 12,407 50,000 223,772 1,609 (27,764)

6 50,000 183,973 39,202 10,200 49,402 156,807 39,800 10,200 50,000 183,973 (598) (27,166)

7 50,000 141,837 39,202 7,864 47,066 117,605 42,136 7,864 50,000 141,837 (2,934) (24,232)

8 50,000 97,228 39,202 5,391 44,593 78,403 44,609 5,391 50,000 97,228 (5,407) (18,824)

9 50,000 50,000 39,202 2,772 41,974 39,202 47,228 2,772 50,000 50,000 (8,026) (10,798)
10 50,000 0 39,202 = 39,202 = 50,000 = 50,000 0 (10,798) 0

500,000 392,017 107,983 500,000 0




VARIABLE LEASE PAYMENTS

= When lease payments are variable based on index or rate

= Payments are included in measurement of the lease liability based on the
particular index or rate in place as of measurement
= When the rate changes in the future,
= If the variability is not resolved, do not remeasure the liability
= For example, payments that adjust based on changes in CPI

= If tg,?,tvariability is resolved and future payments become fixed, remeasure the
iability

= For examPIe, payments that adjust based on changes in CPI, subject to a cap, and that
cap is met; thus; payments are effectively fixed for remaining periods of the lease
. WPen lease payments are variable but NOT based on an index or
rate
. For_examgle, payments that increase when and if certain sales targets are
achieved by the lessee, or usage by the lessee, etc.
= These payments are not included in the initial measurement of the lease
liability until or unless the contingency upon which they relate is resolved,
and the remaining payments become fixed

MODIFICATIONS AND REMEASUREMENT
EVENTS

= Lessees may have to reallocate contract consideration to lease and nonlease
components and remeasure lease liabilities and ROU assets during the lease
term in certain circumstances. Remeasurement may result from the following:
= Modifications: Changes to terms and conditions of a lease contract that impact the
scope of, or the consideration for a lease

= For example, a change that adds or terminates the right to use one or more underlying
assets or extends or shortens the contractual lease term

= Depending on facts and circumstances, a lease modification may be accounted for as one
modified lease, or two leases - the original lease and a separate new lease

= Remeasurement events: Changes in circumstances, or events relating to a lease,
such as the following:
= A contingency on which variable payments are based is resolved, and becomes fixed

= A change in the assessment of whether a termination or renewal option is reasonably
certain of being exercised (i.e., change in lease term)

= A cha.ngg in the assessment of reasonable certainty as to whether a purchase option will be
exercise

= A change in amounts probable of being owed by the lessee pursuant to a residual value
guarantee
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MODIFICATIONS AND REMEASUREMENT
EVENTS (CONT.)

= How the lease liability is remeasured and the ROU asset is

adjusted will depend’on the reason for the lease
remeasurement. You may need to:

= Reassess contract,

= Reassess classification,

= Reallocate contract consideration to components,

= Remeasure lease liability and adjust ROU asset,

= Update discount rate

= Adjust ROU asset by an amount equal to the adjustment to
thé lease liability

= If carrying amount of ROU asset reduced to $0, recognize any
remaining amount of the remeasurement in net income

REASSESSMENT OF SHORT-TERM EXCEPTION

= Lessee should reassess whether a short-term lease
continues to qualify for the short-term lease exception when
either of the following occurs:
= The lease term changes (e.g., due to decision to exercise renewal
option) such that after the change, the remaining lease term

extends more than 12 months from the end of the previously
determined lease term

= The lessee becomes reasonably certain to exercise its option to
purchase the underlying asset

= If no longer short-term, lessee would need to apply
classification and measurement guidance

17



ROU ASSET IMPAIRMENT

= ROU assets are subject to the same asset impairment guidance
in ASC 360 applied to other property, plant and equipment

* Finance leases

= If impairment recognized, lessee should revise amortization expense by
calculating a new straight-line amortization based on revised asset value

= Operating leases
= Risk of impairment is greater than for finance leases because amortization
of an operating lease ROU asset generally increases over time
= When impairment recognized, lease expense will no longer be on a
straight-line basis

= Lease liability would continue to be amortized using same effective interest rate
method as before impairment

= The ROU asset should be subsequently amortized on a straight-line basis

LEASE TERMINATION

= Termination in its entirety
= Write off ROU asset and lease liability

= Any difflerence between the carrying amounts should be recorded in net income as a
gain or loss

= If termination penalty paid, that amount is included in gain or loss

= Partial termination
= Terminating ROU for some but not all underlying assets or reducing leased space

= IROU asset should be reduced proportionate to the partial termination of the existing
ease

= Difference between the decrease in carrying amount of lease Iiabilit¥ resulting from the
modification and the proportionate decrease in carrying amount of the ROU asset
should be reported in net income

= Purchase of leased asset during lease term

= Any difference between the purchase price and the carrying amount of the lease liability
prior to purchase shall be recorded as an adjustment to the carrying amount of the
asset

18



LESSEE PRESENTATION AND DISCLOSURE

= A lessee shall either (a) present in the balance sheet or (b) disclose in
the notes to the financial statements:

= Finance lease ROU assets and operating lease ROU assets separately from
each other, and from other assets

= Finance lease liabilities and operating lease liabilities separate from each
other, and from other liabilities

= If disclosed in the notes to the financial statements, the lessee should
disclose which line items in the balance sheet includes the ROU assets
and lease liabilities

= In either case, lessees are prohibited from presenting:
= Finance lease ROU assets in the same line item as operating ROU assets
= Finance lease liabilities in the same line item as operating lease liabilities
= ROU assets and lease liabilities should be classified as current and
noncurrent
= ROU assets are generally classified as noncurrent

LESSEE ACCOUNTING - STATEMENT OF CASH
FLOWS

FINANCE LEASE OPERATING LEASE

Statement of Cash Flows

Payments of principal = Financing Activities

Lease payments* = Operating Activities
Payments of interest = Operating Activities

Variable payments = Operating Activities

Short-term lease payments = Operating Activities

Impairment = Non-cash Activities

Effects of remeasurement or modification = Non-cash Activities

*Payments associated with the cost of bringing
another asset to the condition/location for intended
use that are capitalized as part of the asset =
Investing Activities
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QUANTITATIVE DISCLOSURES

= General description of leases
= Basis and terms and conditions on which variable payments are determined

= Existence and terms and conditions of options to extend or terminate lease
. Shouldt include narrative disclosure of options that are recognized in lease ROUs and liabilities as well as those that
are no

= Existence and terms and conditions of residual value guarantees

= Restrictions or covenants imposed by leases

= All the above information for subleases

= Information about leases that have not commenced but create significant rights and obligations

= Significant assumptions or judgments made in applying requirements of ASC 842 including:
= Determination of whether a contract contains a lease
= Allocation of consideration between lease and non-lease components
= Determination of the discount rates for the leases

= Policy elections (short-term leases, not separating lease and nonlease components)
= Related party disclosures in accordance with ASC 850, when applicable
= Transition disclosures in accordance with ASC 250, when applicable

QUANTITATIVE DISCLOSURES

= Finance lease cost, segregated between amortization of ROU and interest on
the lease liabilities

= Operating lease cost

= Short term lease cost, excluding expenses relating to leases with a term of one month or less

= Variable lease cost

= Sublease income, gross basis - separate from finance or operating lease
expense

= Net gain/loss recognized from sale and leaseback transactions

= Amounts segregated between those for finance and operating leases for:
= Cash paid for amounts included in the measurement of lease liabilities

. Supp;lemental noncash information on lease liabilities arising from obtaining ROU
assets

= Weighted average remaining lease term
= Weighted average discount rate




QUANTITATIVE DISCLOSURES - ILLUSTRATION

Year Ending December 31,
20X2 20X1

Lease cost
Finance lease cost $X00( $200
Amoriizaion of right-of-use assets XXX 20
Intereston lease liabilities KK XK
Operating lease cost 200 200
Short-term lease cost X0( 20
Variable lease cost 200 20
Sublease income (200 0
Total lease cost X0 X0

MATURITIES

= Lessee should also disclose a
maturity analysis of its
finance and operating lease

= Undiscounted cash flows on an
annual basis for a minimum of
each of the next 5 years

= Sum of undiscounted cash
flows for all years thereafter

= Reconciliation of undiscounted
cash flows to the discounted
finance lease liabilities and
operating lease liabilities

QUANTITATIVE DISCLOSURES - FUTURE

liabilities, separately showing:

20X2

20X3

20X4

20X5

20X6

20X7
Thereafter

Total
Less interest

Present value of future
minimum lease payments

Operating leases Finance leases
Year Ending December 31, Year Ending December 31,
20X2 20X1 20X2 20X1

$XXX $XXX
SXXX XXX SXXX XXX
XXX XXX XXX XXX
XXX XXX XXX XXX
XXX XXX XXX XXX

XXX XXX
XXX XXX XXX XXX
XXX XXX XXX XXX
(XXX) (XXX) (XXX) (XXX)
SXXX SXXX SXXX SXXX
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LEASE IDENTIFICATION

A contract is or contains a lease if the contract conveys the right to
control the use of identified property, plant, or equipment (an
identified asset) for a period of time in exchange for
consideration.

e —

Identified Asset Control Period of Use

Explicit or No Lessor Physicall Substantially Right to Nonconsecutive B Optlon:l
Implicit Substitution i v All Economic Direct easonably

Distinct Periods Certain of
Exercise

Identification Rights Benefits Use

DOES A CONTRACT CONTAIN A LEASE?

| Is there an identified asset? ’*

Yes
Does the customer have the right to obtain substantially all the economic benefits No
from using the asset throughout the period of use?
Yes

Customer Does the customer or supplier have the right to direct how and for what purpose Supplier
the asset is used throughout the period of use?

Neither, predetermined in contract

Yes Does the customer have the right to operate the asset during the period of use
without the supplier having the right to change the operating instructions?

No

| Did the customer design the asset in a way that predetermines how and for what No

purpose the asset is used throughout the period of use?
The contract does not contain a
lease.

The contract contains a lease.
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EMBEDDED LEASES

= Agreements may require lease accounting pursuant to ASC 842 even if they are not
called “leases,” or contain the word “lease.” Leases may be contained in other
arrangements.

= Evaluate contracts pursuant to the ASC 842 definition of a lease (identified asset, right
to control and period of time).

= Types of contracts to consider:

Purchase agreements for consumables that Networking service agreements
entitle customer to free equipment

Supply agreements Cloud computing services

Contract manufacturing agreements Cable television services

Shipping contracts Power purchase agreements

LEASE COMPONENTS

. Pa1yments associated with leases may be accounted for differently
. Lease components - provide right to the use of an underlying asset

= Examples: Rent/lease payments
= Part of ROU assets and lease liabilities under ASC 842

2. Non-lease components - transfer a good/service related to use of the

underlying asset
= Examples: CAM charges, security services, provide an operator (e.g., a pilot), etc.
= Accounted for under other guidance )
3. Non components (other#oayments not considered “components”) - not a
good or service separate from right to use underlying asset
= Examples: Property taxes and insurance
= Allocated to lease and non-lease components, and accounted for with those payments

= As a policy election, an entity may elect to combine lease and non-
lease components and account for them as a single component
= This will result in higher ROU assets and lease liabilities
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ACCOUNTING POLICY ELECTION -
EFFECT OF COMBINING COMPONENTS

= Standard accounting:

= Electing to combine components:

ILLUSTRATION OF

EFFECT OF COMBINING COMPONENTS

= Standard accounting:

= Electing to combine components:
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PORTFOLIO APPROACH

= Entities may use a portfolio approach, under which lease components
do not need to be separately identified and accounted for, in some
circumstances

= Provided the apﬁlication does not create a material difference when compared to
accounting for the lease components separately

= Leases being grouped should have similar characteristics and comparable conditions
(clauses such as default, extensions, purchase options, lease terms, etc.)

= Examples might include:
= Office equipment (copiers, computers, phone systems) with single start and end date
= Hardware servers, with similar lease terms
= Vehicle fleets with a single start and end date

= Entities should consider future implications, if single leased assets in
the portfolio are terminated or require remeasurement

QUESTIONS?

BRAD HERMES
CPA

PARTNER
brad.hermes@sikich.com
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THANK YOU

This presentation contains general information only and Sikich is not, by means of this presentation, rendering accounting, business, financialSiavestment,
legal, tax, or any other professional advice or services. This presentation is not a substitute for such professional advice or services, nor shouldyourtse it as

a basis for any decision, action or omission that may affect you or your business. Before making any decision, taking any action or omitting ansaction that
may affect you or your business, you should consult a qualified professional advisor. You acknowledge that Sikich shall not be responsible foranysloss

sustained by you or any person who relies on this presentation. "
=
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How to Get the Most Out
of Social Security to Help

Maximize Your Retirement
Income

Jeremy Keil, CFP, CFA, CIMA, Financial Advisor & Owner, Kell

Financial Partners



Maximize your Lifetime Income &
Lower your Taxes with

Social Security

Jeremy Keil, CFP®, CFA
Owner, Keil Financial Partners

Host, Retirement Revealed Podcast

www.KeilFP.com

Required Disclosures

Keil Financial Partners is a part of the Thrivent Advisor Network, LLC ("Thrivent"), a Registered Investment Advisor
("RIA"), located in the State of Minnesota. Thrivent provides investment advisory and related services for clients
nationally. Thrivent will maintain all applicable registration and licenses as required by the various states in which
Thrivent conducts business, as applicable. Thrivent renders individualized responses to persons in a particular state only
after complying with all regulatory requirements, or pursuant to an applicable state exemption or exclusion.

Thrivent and its financial professionals do not provide legal, accounting, or tax advice. Consult your attorney or tax
professional. Representatives have general knowledge of the Social Security tenets. For complete details on your
situation, contact the Social Security Administration.

The information and opinions contained in this material are derived from proprietary and nonproprietary sources
deemed to be reliable, are not necessarily all-inclusive and are not guaranteed as to accuracy. Reliance upon information
in this material is at the sole discretion of the reader. Past performance is no guarantee of future results. Investments
will fluctuate and when redeemed may be worth more or less than when originally invested. The Standard & Poor's 500
(S&P 500) is a market-cap weighted index comprised of the common stocks of 500 leading companies in leading
industries of the U.S. economy. You cannot invest directly in an index. The views and strategies described may not be
suitable for all investors. This material is not intended to be relied upon as a forecast, research or investment advice, and
is not a recommendation, offer or solicitation to buy or sell any securities or to adopt any investment strategy.
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CFP®, CFA
National Social Security Advisor Designation

Jeremy Keil, CFP®, CFA
Owner, Keil Financial Partners

Host, Retirement Revealed Podcast
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Maximize Your Lifetime SS Income

« How long is your lifetime?
. What is your Social Security income?




Maximize Your Lifetime SS Income

« How long is your lifetime?
« Question: Are you average?
« Stop thinking of averages

« Think in terms of:
« Probability
« Personalization

Maximize Your Lifetime SS Income




Maximize: Probabilities

What'’s more likely to happen?
A. Justyou?
B. Either one of you?
C. Both of you?

www.KeilFP.com /
PAGE

Maximize: Probabilities

If there are 2 of you, there are 2 SS benefits
When the first person dies the lower benefit goes away

The higher benefit stays with the survivor

It's not about YOU
It's about:
Either one of you
Both of you

www.KeilFP.com /
PAGF




Maximize: Probabilities

Let’'s make a bet!

Which bet do you want?
- Both correct = $5 each
- Either one correct = $10 each

What matters is:
- How long both of you are around for the smaller benefit
- How long either one of you is around for the larger benefit

The higher benefit is:

- Around longer & with more impact

www.KeilFP.com / 9
PAGE

Maximize: Personalization

Average Life Expectancy?
- 79

What is that based on?
- Newborns, that were just born
- Raise your hand if you were born yesterday

On average, you're not average

Base your Life Expectancy on what matters, not the averages

www.KeilFP.com / 10
PAGF
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Maximize: Personalization

- Longevityillustrator.org
- Age
- Gender
- Smoker Status
- Health Status

- What matters:
- Both of you
- Either one of you

- What's at risk
- $100k

www.KeilFP.com / 11
PAGE
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Maximize Your Lifetime SS Income

« How long is your lifetime?
» Probabilities
¢ Accurate, not average
« Personalization
* It's about you, not today’s newborn

- What is your Social Security income?

www.KeilFP.com / 12
PAGF




Maximize: Your SS Benefit

- How is your Social Security Benefit determined?
« How long you worked
«  How much you made

- How long you worked:
 Top 35 years

www.KeilFP.com / 13
PAGE

Maximize: Your SS Benefit

- How much you made
« Top 35 years
« Averaged & indexed with inflation

- Bend points
e $1024/month = 90%
e Until $6172/month = 32%
e Until $12,250/month = 15%
« Above $12,250/month = 0%

- What does this mean?
o $12k/year = 90% back
$74k/year = 40% back
e 15% more until $147k
« 0% more above $147k

www.KeilFP.com / 14
PAGF
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Maximize: Your SS Benefit

- Do you need to know how to calculate this?
« Yes
+ No

. Get a personalized Longevity estimate

- Get a personalized Social Security estimate

www.KeilFP.com / 15
PAGE
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Maximize: Your SS Benefit

. Personalize Your Estimate
« First: Get your vested amount
- Next: Make your own estimates

www.KeilFP.com / 16
PAGF




Source: SSA.gov

www.KeilFP.com / 17
PAGE

Maximize: Your SS Benefit

. Personalize Your Estimate
- Make your own estimates based on what you expect

www.KeilFP.com / 18
PAGF




Maximize Your Lifetime Income

. Pay attention to your joint life expectancy

- Pay attention to your vested amount
« And how much your extra working affects your benefit

Source: SSA.gov

www.KeilFP.com / 19
PAGE

. Get your personalized longevity estimate at longevityillustrator.org

. Get your personalized Social Security estimate at SSA.gov

www.KeilFP.com / 20
PAGF

10



Lower Your Lifetime Taxes

- What do most people do?
File for Social Security early
- Wait to withdraw money from IRA until RMD age

- What could you do?
File on time (first $100k)
Plan your taxes to save over your lifetime (next $100k)

Lower Your Lifetime Taxes

How much of Social Security is taxable?
Up to 85%

Provisional Income

www.KeilFP.com / 21
PAGE

Source: IRS.gov

www.KeilFP.com / 22
PAGF
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Lower Your Lifetime Taxes

- How does provisional income work?

- All non-SS income + % SS income = provisional income
« Upto $$ = 0% taxable
« Between $$ = 50% taxable
« Above $$ = 85% taxable

Source: IRS.gov

www.KeilFP.com / 23
PAGE

Lower Your Lifetime Taxes: Examples

. $40k SS + $20k pension = $60k income
« $20k SS + $20k pension = $40k provisional
. $40k-$32k = $8k over
« 50% of $8k =
- $4k SS taxable

Source: IRS.gov

www.KeilFP.com / 24
PAGF
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Lower Your Lifetime Taxes: Examples

. $40k SS + $20k pension + $4k interest = $64k income
« $20k SS + $20k pension = $44k provisional
« $40k-$32k = $12k over
« 50% of $8k =
. $6k SS taxable

Source: IRS.gov

www.KeilFP.com / 25
PAGE

Lower Your Lifetime Taxes: Examples

- What happens when you've reached that top provisional income
number?
. Then every $100 of other income makes $85 of SS taxable

Source: IRS.gov

www.KeilFP.com / 26
PAGF
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Lower Your Lifetime Taxes: Examples

Marginal SS Tax rates:
12% * 1.85 = 22%
. 22% *1.85=41%

« All non-SS income + % SS income = provisional
Up to $$ = 0% taxable
Between $$ = 50% taxable

* Above $$ = 85% taxable

www.KeilFP.com /
PAGE

Lower Your Taxes: What to do

Consider your Tax Situation now, and later
« Which is better?

Married vs. Single

« Social Security vs. No Social Security yet
RMD Age vs. Not Yet RMD age
Before 2026 vs. After 2026

- When do you want to pay taxes?
- When they are likely to be lower

www.KeilFP.com /
PAGF

Source: IRS.gov

27
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Lower Your Taxes: What to do

- What's the best way to pay taxes?

www.KeilFP.com /
PAGE

Lower Your Taxes: Roth Conversions

- What's the best way to pay taxes?
- Roth Conversions
+ Grow tax-free
« No RMDs
« Kids inherit tax-free

- What would discourage you from paying taxes?
« ACA premium subsidies
- Medicare premium increases

www.KeilFP.com /
PAGF
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Maximize SS: Make the Right Bets

. Inacouple
«  Which benefit is higher, and more impactful?

- Longevity
« Learn your odds & play the right odds

. Tax Bets

« Pay taxes when they are likely to be lower

- Hedge your bets
»  What if the odds go against you?

www.KeilFP.com /
PAGE

31

What's

Next?

KeilFP.com

h 4
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Talk@KeilFP.com

Free Retirement Revealed Tool Kit
Email: Talk@KeilFP.com
Subject: WICPA toolkit

17
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Rethinking the Employee
Feedback Loop

Matt Chadwick, GBA, Vice President: Employee Benefits,
Cottingham & Butler

Michael Kelly, Vice President, HealthCheck360



Engage360: Turning Feedback Into An
Engagement Strategy

September 7, 2022

Presented By | HealthCheck360

THE PROBLEM

« In 2021, according to the U.S. Bureau of Labor
Statistics, over 47 million Americans voluntarily
quit their jobs.

« Harvard Business Review:

- ... the companies best able to attract and retain talent
will be those offering benefits that address the
changing needs of workers.*

- How do you know what those needs are in your
organization?

« *Fuller & Kerr, The Great Resignation Didn’t Start
with the Pandemic, hbr.org, 3/23/2022.




TRADITIONAL EMPLOYEE FEEDBACK APPROACH

Challenges: TYPICAL ANNUAL SURVEYS
Managers are left asking themselves, "So what?”

Annual Event
« Point-in-time evaluation
« 1-2 months to share results

12 months before new feedback is received

Not Actionable
« Lack of specific action recommendations

« Difficult to identify an area of need for a specific
team or manager

- Little ability to recognize positive results
« No link to daily work

[Being a great place to work] requires, among other things, listening to

feedback from our employees as often as we listen to feedback from our

customers. One way we do that is through Connections, a question our
employees answer confidentially every day.

Instead of having to wait for the results of an annual employee survey,
Amazon managers receive access to daily feedback from their teams and use
it to improve the employee experience continuously. This approach helps
managers take action quickly and address concerns immediately.

Adam Sedo, Amazon
Recode, April 2021 \




VALUE OF CONTINUOUS EMPLOYEE FEEDBACK

« Improve employee retention by providing
insights into which needs are not being met
Enhance the effectiveness of your management
team by identifying development needs and
responding with timely support

PV’IGI\C' S1Tdl tCI Pr UIIIUtiUII dct.i>iun: dlll’.]I
improve career development with data about
leadership effectiveness

Provide insight into Diversity, Equity, and
Inclusion (DEI) challenges within your
organization and compare results across
various population segments

Engage360




NEW SOLUTION FOR EMPLOYEE ENGAGEMENT

Engage360 is designed to:

Obtain regular, actionable employee
feedback

Increase productivity, reduce turnover, and
build a better culture

Find out if employees are happy, frustrated,
bored, or burned-out

Discover why employees choose to stay or
leave

More rapidly recognize achievements
« Quickly identify and address areas of need

100% anonymous
Text and email survey invitations
Single-click response

SCIENCE-BASED INQUIRIES

e Empl
1. Core Needs Al s

¢ Working Environment & Resources

 Physical Safety
¢ Psychological Safety

q ¢ Comp & Benefits
3' We”bemg * Work/Life Balance

2. Safety

¢ Personal Interactions

4. Relatlonsh|ps e Leadership Support

¢ Meaningful Contributions

5. ReCOgmtlon ¢ Acknowledgement

o Career Satisfaction
6. GrOWth ¢ Growth Opportunities




HERZBERG'S THEORY OF MOTIVATION

Hygiene Factors

Motivational Factors

s Interpersonal refationships,
supervisors, peers and subordinates

e Technical supervision
¢ Company policy administration
e Job security

Workitself

Achievement

Possibility of growth
Responsibility
Advancement / Recognition

* Working conditions
e Salary / personal life

Status

IMMEDIATE INSIGHTS

View employee engagement:

« Across categories of engagement
« By supervisor

« By tenure level

« By job category

« By office location

« ...and more

Compare engagement levels:
« Between departments
« Against others in the same industry

Actionable Details:
» Recognize successes
« Target opportunities for improvement




Engage360 Demonstration

4

Case Studies

Disengaged employees-cost'U.S. companies.up
to $550 billiona year — Deloitte et al.




RESULT EXAMPLE #1 COMMUNICATION
& SUPPORT

Challenge:

- Team leader wanted to improve the number of
employees sharing feedback to help drive
improvements.

- Survey participation was 15% lower than the

company average.

Actions Taken:
- Survey results shared with the team
- Anonymity of data reinforced
- Team encouraged to answer survey questions

Takeaway
Using the engagement survey data in daily conversations
encourages increased survey participation & helps
managers improve their overall effectiveness.

VP reviewed Engage360 results
with management team

Results:
- Survey participation improved significantly to 43%
above company average
- Sustained, ongoing results

VP begins weekly review of Engage360
results with organization

RESULTS EXAMPLE #2 : ACTIVE FEEDBACK
LOOP DRIVES INCREASED ENGAGEMENT

Challenge:
- VP identified Director’s team consistently
underperforming relative to company peer’s
organizations

Actions Taken:
- Director and VP increased attention to questions and
feedback

Results:
- Increased results from 15th percentile to 80th
percentile in the organization
- Response rate increased from 50% to 75%
- Team turnover rate improved to 70th percentile in the
organization

60.00%

50.00%

40.00%

30.00%

20.00%

10.00%

0.00%

-10.00%

-20.00%

-30.00%

Takeaway

Helping managers who may be struggling tap into the

needs of their team improved manager effectiveness,
increased engagement & lowered turnover.

Team Results
% Difference from Benchmark

198% &

8.0%

I 1.9% 2.9%
- |
| Iy
-0.9%
-8.8%

-19.0%




RESULTS EXAMPLE #3
AVERAGES CAN HIDE BLIND SPOTS IN DATA

Background:

- Across the organization, employees have a solid
understanding the of company-provided benefits
(Average: 3.71/5).

- The case study department had a similar average (3.23

Takeaway

Better insights helps meet the needs of employees that
would otherwise go unidentified.

| understand all of the benefits offered by the company.

40%

/ 5), but had a number of employees in the “strongly
disagree” category.
« Actions Taken:
- Better analytics identified the discrepancy and shared
the insights with management

Results:
- Opportunity to provide benefit education to the
specific team based on need

20% I ‘ I
0% — I I I

Strongly Disagree Disagree Neutral Agree Strongly Agree

m All Responses M Case Study Department

RESULTS EXAMPLE #4: SUPPORTING
REMOTE WORKERS

Challenge:
- Pandemic drove significant increase in remote
workforce

Actions Taken:
- Highlighted questions about remote worker
productivity, engagement, and retention

Results:
- Differences in workload, stress management, work/life
balance, team interaction, and productivity
- Not a communication issue. Communication needs
met for both in-office and remote
- Results inform decision to update remote work policy
for 2023 encouraging regular office use

Takeaway
Flexibility in questions provides faster insights and action
to drive better corporate policies.

Remote vs. In-Office Employees
| feel good about my recent work
accomplishments.

| have adequate time to manage my
workload.

I am able to manage my job-related stress.

My supervisor communicates clearly and
frequently with me.

Our team is able to manage the workload
while a coworker is on vacation.

| am satisfied with my current work/life
balance.




RESULTS EXAMPLE #5: HOW WE
COMPARE

Core Needs
Results by Department

DeptL I 4.16
DeptK I 4.16
Dept) I 4.10

Managers are able to benchmark them department

Highest Result
Average: 4.68 out of 5
Benchmark: 4.54
Response Rate: 48.1%
Date: 3/2/22

Takeaway

against others on key topics and themes.

My Department I 4.07
Dept | I 4.00
DeptH I 3.03
DeptG I 3.03
Dept F I 3.02

Lowest Result
Average: 3.12 out of 5
Benchmark: 3.15

[ Deptt I 335

DeptD I 3.85
Dept C I 3.31
DeptB I 3.76
DeptA I 3.69

Big

| review my team’s results every
day and it gives me the data | need
to make iterative changes to
improve the overall satisfaction of
my team. It has helped me
personally be more empathetic
and better communicator.”

Manager

Response Rate: 54.4%
Date: 3/21/22

| definitely feel heard and my
concerns and feedback are
respected.”

Employee User

The ability to see results by
employee tenure,

department, role, and location

helps inform our decision
making process.”

Executive User




Next Steps

ENGAGE360 IMPLEMENTATION

Provide the employee list:

« Name / employee ID

« Work email address

« Immediate supervisor name/ employee ID

« Location, start date, job class, and other
reportable attributes

Review the survey question schedule

Engage360 provides management and
employee communication plan/training

Employees register in less than 30 seconds and
set preferred method and time

Start receiving actionable feedback

10



WANT MORE?

For next steps, a personalized demo, or proposals,
please contact sales@healthcheck360.com

For more information visit our website at
https://www.healthcheck360.com/engage360

11



3:30 —4:30 p.m.

CPA Ethics: How to
Successfully Navigate
Disputes

Mark Schmidt, J.D., Shareholder, von Briesen & Roper, s.c.

Steve Szymanski, J.D., MBA, Shareholder, von Briesen & Roper,
S.C.



CPA Ethics:
How to Successfully Navigate
Disputes Between Shareholders &
Members of Closely Held Businesses

WICPA Business and Industry Fall Conference

September 2022

Overview

* This session will focus on the ethical duties of CPAs that
are implicated when disputes arise between owners of
closely held corporations and limited liability
companies (LLCs).

e The program identifies real-world scenarios and offers
practical suggestions to help CPAs bolster a successful
and ethical practice.

* This session will qualify for Ethics CPE credits.
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About the Presenters

Steve Szymanski, Shareholder
Corporate and Mergers and Acquisitions

Specialty Practice Areas:

* Represent privately-held businesses and
their owners

¢ Negotiation of business divorces and exits

* Collaborate with litigation colleagues on
business divorces and exit options

3

About the Presenters

Mark Schmidt, Shareholder
Litigation

Specialty Practice Areas:

¢ Shareholder and LLC Member Litigation —
business divorces and exit options

* Minority shareholder oppression —
squeeze outs and freeze outs

* Non-competes, confidential information,
trade secrets




Why Does This Matter?

* Negative consequences for ethical problems
include:

- Negative publicity / loss of professional standing
- Malpractice claims

- Revocation or suspension of license

5

CPA Risks and Rewards

“CPA’s responsibility . . . has given rise to the appellation of
‘the most trusted professional’. This is the hallmark of the
CPA profession; it its core is the concept of always placing
adherence to the code, professional standards, and the
exercise of due care and reasonable judgment above
commercial interests.”

Vincent J. Love, CPA, and John H. Eickemeyer, JD,
“Fiduciary Duty, Due Care, and the Public Interest,”
The CPA Journal, April 2020

6



Interest in CPA Ethics

e Accountants are typically the first responder in a business
dispute

* Accountants typically provide advice to the business and all
of its owners

¢ A business dispute is often adversarial and creates trust
issues among disputing owners

* Disputing owners are attempting to determine who is on
the owner’s side

e Lawyer ethical rules differ from accountant ethical rules

7

Multifaceted Role of CPAs

CPAs occupy a special and essential role for their clients:
v’ Financial advisers

Business advisers

Tax preparers

Compliance with IRS and DOR regulations

Succession planners

RN NN

Retirement planners

8



CPA Risks and Rewards

Accounting practice grows organically: a CPA often begins by
representing an individual, then the individual’s business,
then the shareholders of the business, then their family
members, and so on

This is a natural progression that reflects positive growth as
one’s network and professional acumen grows

Increased demand for a CPA’s services is a good thing —
usually

CPAs often find themselves caught in the middle when
disputes arise among clients serviced by the CPA

9

Ethical Challenges

Conflicts of interest can arise
unexpectedly

Conflicts are often created by
actions of clients beyond the
control of the CPA

CPAs have a professional
responsibility to avoid conflicts

What duties are implicated?

10



Fiduciary Duty of CPAs?

Fiduciary Duty is a legal concept rather than any accounting, auditing
or other professional standard

Definition: “one often in a position of authority who obligates himself
or herself to act on behalf of another (as in managing money or
property) and assumes a duty to act in good faith and with care,
candor and loyalty in fulfilling the obligation: one (as an agent) having
a fiduciary duty to another.” Source: Merriam-Webster Dictionary,
(quoted in Joseph Wolfe and Cathey Whitley, “Fiduciary Duty and CPAs
in Public Practice,” Texas Society of CPAs, Today’s CPA, Jan./Feb. 2020)

Examples: Attorneys, Trustees, Boards of Directors

Are CPAs also fiduciaries who are subject to fiduciary duty?

11

What Is the Duty?

According to the AICPA, accountants are not normally considered
fiduciaries

0 Why? Because a fiduciary has a legal duty to act solely in the best interests of
the beneficiary

CPAs have a duty to the public: accounting and auditing services are relied
upon by lenders, investors and others — CPC section 0.300.030

CPAs are also required to remain independent in fact and appearance
when providing professional services — CPC section 1.200

See, e.g., lacurci v. Sax, 139 Conn. App. 386 (2012) (holding accountants,
in their performance of tax returns for a client (and particularly where
there has been a long-term accountant/client relationship with the
taxpayer) do not act in a fiduciary capacity for their client)

12




CPAs As Fiduciaries

Situations where CPAs assume a fiduciary role:

v Asset management — CPAs who also serve as Registered
Investment Advisers (RIAs)

v Power of Attorney for Tax Matters
v’ Attorney in Fact

v’ Registered Agent

v’ Trustee of Testamentary Trust

A fiduciary duty can create an ethical dilemma whenever applicable
CPA ethical standards simultaneously require CPAs to be
independent when providing client services

13

Legal Duties of CPAs — Competence

CPAs are subject to professional duties imposed by law:

¢ When providing client services, CPAs must “use the degree of
care, skill and judgment that reasonably prudent accountants
would exercise in like or similar circumstances.” Cattau v. National
Insurance Services of Wisconsin, Inc., 2015 WI App 40, 9 9 (citing
Wisconsin Civil Jury Instruction 1023.5)

¢ Duty extends to third parties who detrimentally rely on CPA’s
statements — Citizens State Bank v. Timm, Schmidt & Co., S.C., 113
Wis. 2d 376, 382, 385-86 (1983) (holding accountants can be held
liable for negligent preparation of an audit report to a third party
who relies upon the report, in this case for lending money to
company that later defaulted on loan)




AICPA Code of Professional Conduct

* Scope
- Members in Public Practice
- Members in Business

- Code of Professional Conduct (not legal)

15

AICPA Code of Professional Conduct

* Public Interest
* Integrity

e Obijectivity

* Independence
* Due Care

e Scope and Nature of Services

16



AICPA Code of Professional Conduct

* Public Interest Principle
- Serve the public interest
- Honor public trust

- Demonstrate commitment to professionalism

CPC section 0.300.030

17

AICPA Code of Professional Conduct

* Integrity Principle
- Maintain and broaden public confidence
- Honest and candid

- Subordinate personal gain to service and public trust

CPC section 0.300.040

18



AICPA Code of Professional Conduct

* Objectivity Principle
- Free of conflicts of interest
- Impartial

- Intellectually honest

CPC section 0.300.050

19

AICPA Code of Professional Conduct

* Independence Principle

- Preclusion of relationships that may impair
objectivity

- Serving multiple interests

- Avoid subordination of judgment

CPC section 0.300.050

20
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AICPA Code of Professional Conduct

* Due Care Principle
- Competence
- Diligence
- Observing technical and ethical standards

- Continuous improvement

CPC section 0.300.060

21

AICPA Code of Professional Conduct

* Scope and Nature of Services
- Observe principles of CPC in practice
- Principles should be applied to each circumstance

- Maintenance of objectivity and independence
requires a continuing assessment of client
relationships and public responsibility

CPC section 0.300.060 2
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AICPA Code of Professional Conduct

e Conceptual Framework for Conflicts
- ldentify threat
- Evaluate the significance of the threat

- Identify and apply safeguards

CPC section 1.000.010

[
AICPA Code of Professional Conduct

* |dentify threat

- Relationships or circumstances that threaten compliance
with professional conduct principles

- Would relationship or circumstance lead a reasonable and
informed third party who is aware of the relevant
information to conclude that a threat exists that is not at an
acceptable level?

- Acceptable level = compliance with the rules is not
compromised

CPC section 1.000.010 24

12



AICPA Code of Professional Conduct

e Example of threats

Adverse threat — client threatens litigation

Advocacy threat —promoting client’s interests to the point of losing
objectivity

Familiarity threat — close relationship with client

Management participation threat — involved in client’s management
Self-interest threat — financial interest in client

Self-review threat — unable to perform self-review

Undue influence threat — circumstances demonstrate undue

influence
CPC section 1.000.010

AICPA Code of Professional Conduct

 Significance of threats

Assess significance of interests or relationships

The more direct the connection between the service
and the conflict, the more significant the threat

If the threat is significant, then the member is required
to implement safeguards to eliminate or reduce the
threat to an acceptable level

CPC section 1.000.010
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AICPA Code of Professional Conduct

e Safeguards

- Safeguards are designed to partially or completely
eliminate a threat or diminish the potential influence of
a threat

- Safeguard categories
0 Profession, legislation or regulation
0 Client

0 Firm
CPC section 1.000.010

27

AICPA Code of Professional Conduct

* Examples of Safeguards
- Profession — continuing education; licensure
- Client

0 Policies and procedures regarding financial reporting and
maintaining independence (e.g., acceptance of gifts)

0 Governance committees (e.g., audit committee)

- Firm —Internal training; rotation of personnel on clients

CPC section 1.000.010 28
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AICPA Code of Professional Conduct

* Disclosure of Conflict of Interest and Consent
- General or specific disclosure to clients and affected parties
- Obtain consent to perform professional services
- If consent refused,
0 Decline to perform services

0 Terminate the relevant relationships to dispose of the threat

CPC section 1.000.010

29

Shareholder Disputes Impact CPA Ethical Duties

* Disputes among owners of closely-held businesses
present special challenges

 Ethical, professional and legal duties may all be
implicated

* Examples and strategies

30
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Shareholder Compensation Example

* CPA Function:
- Provides monthly bookkeeping services to business
- Provides general business advice

- Prepares business and individual shareholder tax
returns

_—,
Shareholder Compensation Example

e Facts:

51%/49% ownership structure
- 50%/50% governance structure

- Business success based on the sales efforts of two
owners

- Compensation of owners tied to ownership structure
and not owner’s sales efforts

32
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Shareholder Compensation Example

¢ Facts:

- 51% owner starts and continues bringing in 80%+ of
sales/profit

- Compensation of owners continues to be tied to
ownership structure and creates ownership discord

- Accountant suggests mixture of ownership and
performance based compensation

33

Shareholder Compensation Example

* Facts:
- Accountant’s proposal is communicated:
0 Concurrently to both owners
0 Independent and objective viewpoint
0 Market standards

- Owners have to determine the method to resolve the
dispute

34
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Shareholder Compensation Example

e Analysis:
- Integrity and Due Care
- Independence and Objectivity
- Communication
- Conflict Acknowledgment

- Third Party Advisors

35

Shareholder Dispute #1 Example

* CPA Function:
- Provides monthly bookkeeping services to business
- Provides general business advice

- Prepares business and individual shareholder tax
returns

36
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Shareholder Dispute #1 Example

Facts:
- 50%/50% ownership and governance structure
- Two owners are brothers

- Two owners have a difference of opinion on managing
the business

- Buy-sell agreement in place

37

Shareholder Dispute #1 Example

Facts:

- Negotiated buy-out occurs with third-party advisor’s
involvement

- Accountant suggests items to seller which were
considered as part of negotiated buy-out but are
adverse to buyer

- Accountant seeks written conflict waiver and release
after services provided

38
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Shareholder Dispute #1 Example

e Analysis:

- Integrity and Due Care

Independence and Objectivity

Communication

Conflict Waiver and Release - Timing

39

Shareholder Dispute #2 Example

* CPA Function:
- Provides monthly bookkeeping services to business
- Provides general business advice

- Prepares business and individual shareholder tax
returns

40

20



Shareholder Dispute #2 Example

¢ Facts:

- Ownership dispute

Father sold shares to son resulting in 80/20 ownership

Son dies and father claims sale never happened

Nominal sale documentation

4

Shareholder Dispute #2 Example

* Facts:
- No buy-sell agreement in place
- 80/20 ownership reflected on tax returns

- Ownership changed on tax returns after pressure from
father

- Accountant advises father on sale of company

42
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Shareholder Dispute #2 Example

e Analysis:
- Integrity and Due Care
- Independence and Objectivity

- Communication

43

Shareholder Dispute #3 Example

* CPA Function:
- Provides monthly bookkeeping services to business
- Provides general business advice

- Prepares business and individual shareholder tax
returns

44
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Shareholder Dispute #3 Example

* Facts:
- Minority owner squeeze out
- Buy-sell agreement in place

- Majority owner wants to depress the value of the
company and purchase minority owner’s interest

45

Shareholder Dispute #4 Example

e Facts:

- Accountant suggests deferred compensation
agreement for majority owner — applies retroactively

- At roughly same time majority shareholder fires
minority shareholder, who has health issues

- Majority owner stops paying distributions

- No buy-sell agreement

46
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Shareholder Dispute #4 Example

e Analysis:
- Integrity and Due Care
- Independence and Objectivity

- Communication

47

Shareholder Disputes

e Other problems areas:
- Compensation
- Dividends (or lack of them)
- Shareholder loans

- Personal expenses treated as business expenses

48
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Stay in Your Lane

¢ Providing non-traditional accounting
services can create higher risk profile
* Example:

- Accounting firm hired to market sale
of company’s stock or assets

- President and VP of company signed
contract with accounting firm

¢ Shareholder structure of client:
- 43.75% (President)
- 18.75% (VP)

- 37.5% (Remaining minority
shareholders)

Stay in Your Lane (continued)

¢ President obtains VP’s shares, then sells majority interest to a third party

* President receives $2.3M from buyer’s lender, secured by assets of the
company

e Business fails and minority shareholders sue accountants, claiming
accountants: (1) originally marketed all of the company’s assets but later
chose to sell only the controlling interest (2) arranged for the sale secured
by the company’s assets, which jeopardized the company’s financial
integrity; and (3) withheld information from the minority shareholders to
induce their inaction

e Allegation is that all of this was done so the accounting firm could collect
a commission

50
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Examples of Conflicts of Interest

e According to the AICPA, common conflicts of interest leading to
accounting malpractice claims include:

- Providing litigation support services for a plaintiff in connection with a
lawsuit against a client of the CPA’s firm

- Providing tax planning and tax return preparation services to a
partnership/corporation/LLC while also representing multiple
partners/shareholders/members on an individual basis

- Undertaking a professional service for each of two parties in a partnership
employing the CPA to assist in dissolving the partnership

- Preparing financial information for members of management of the client
business who are seeking to undertake a management buy-out

CPC section 1.110.010.04; 2.110.010.04

51

If You See Something, Say Something

Grafft v. Jensen, 2007 W1 App 203
= Company had 50-50 shareholder structure

= Accounting firm retained by the Company failed to notify one
50% shareholder that 50% owner was taking multiple paychecks

= Negligence suit filed against accountant by one 50% shareholder

= Held: “an accountant who fails to notify a fifty-percent
shareholder that the other fifty-percent shareholder is
embezzling money from the corporation may be held liable for
the financial losses of the innocent shareholder that result when
the embezzlement causes the corporation’s collapse.” (9 17)

26



If You See Something, Say Something

Krier v. Vilione, 2009 WI 45

= Complaint alleged accountants failed to disclose, failed to prevent, and
assisted in misappropriation of funds

= Accountant accused of misconduct was brother of shareholder alleged
to have embezzled $1.2M over seven years

= The plaintiffs were companies that argued they would have stopped
doing business with the company from which the funds were
embezzled

= Held: accountants have a duty to third parties, but the damage must
be foreseeable and there must be detrimental reliance (as in Citizens
State Bank, supra). Here, there was no “triangular relationship,” the
damage was too remote, and public policy bars liability (19 35-44)

53

How to Steer Clear of Conflicts

* |dentify
e Evaluate

e Disclose

CPC section 1.110, et seq.

54
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Best Practices

* Check for conflicts prior to every assignment
 |dentify all stakeholders

* Define clearly what is or is not a conflict

* Develop a process for clearing conflicts

* Exit strategy when risk level is too high

55

Engagement Letters

* |dentify the key terms
- Whoiis the client?
- What is the assignment?
- How long does the engagement last?
- What would be grounds for withdrawal?

- What else should be disclosed to best set expectations?

56



Engagement Letters

Arrowhead Systems, Inc. Litigation, 2020 WI App 76

From 2003 to 2014 client engaged accountants to perform tax
services, including state and federal returns

Client’s business included international exports

Accountants did not advise and client did not ask about tax benefits
to exporters

Client independently learned of tax benefits available to exporters in
2013 and asked accountants to calculate savings client would have
had if it had used the tax strategy, which totaled $124,500

Client sued alleging negligence, breach of fiduciary duty, and breach
of a series of annual contracts

57

Engagement Letters

Arrowhead Litigation (continued)

Court concluded annual agreements between client
and accountant governed relationship

Annual agreements and related SOW'’s protected
accountants against the claims and disclaimed any
other duties

Accountants did not undertake a duty to investigate
potential tax saving strategies

58
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Resolution of Conflicts

¢ Conflicts can be waived
- Informed consent and

- The accountant believes the service can be performed
with objectivity

59

Thank you.
Steve Szymanski Mark Schmidt
steven.szymanski@vonbriesen.com mark.schmidt@vonbriesen.com
414.287.1406 414.287.1249

30



	Cover
	MATERIALS AT A GLANCE
	Keys to Being an Excel-lent

Leader
	Accounting Update: Focus on

Leases
	How to Get the Most Out 
of Social Security to Help 
Maximize Your Retirement Income
	Rethinking the Employee

Feedback Loop
	CPA Ethics: How to

Successfully Navigate

Disputes



