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Cryptocurrency Taxes: 
Implications, Planning & 
Strategies
Dr. Sean Stein Smith, CPA, CMA, CFE, CGMA, Assistant Professor, 
City University of New York - Lehman College
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SMLLC to Partnership & 
Back: Accounting for Rev. 
Rul. 99-5 & 99-6 Transactions
Ryan Sonnenberg, CPA,  Principal, CLA (CliftonLarsonAllen LLP)
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We’ll get you there.
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CLA (CliftonLarsonAllen LLP) is an independent network member of CLA Global. 
See CLAglobal.com/disclaimer. Investment advisory services are offered through 
CliftonLarsonAllen Wealth Advisors, LLC, an SEC-registered investment advisor.
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Accounting for Rev. Rul. 99-5 & 99-6 Transactions

November 3rd, 2022

SMLLC to Partnership and back to SMLLC

The information herein has been provided by 
CliftonLarsonAllen LLP for general information 
purposes only. The presentation and related materials, 
if any, do not implicate any client, advisory, fiduciary, 
or professional relationship between you and 
CliftonLarsonAllen LLP and neither CliftonLarsonAllen 
LLP nor any other person or entity is, in connection 
with the presentation and/or materials, engaged in 
rendering auditing, accounting, tax, legal, medical, 
investment, advisory, consulting, or any other 
professional service or advice. Neither the presentation 
nor the materials, if any, should be considered a 
substitute for your independent investigation and your 
sound technical business judgment. You or your entity, 
if applicable, should consult with a professional advisor 
familiar with your particular factual situation for advice 
or service concerning any specific matters.

CliftonLarsonAllen LLP is not licensed to practice law, 
nor does it practice law. The presentation and 
materials, if any, are for general guidance purposes and 
not a substitute for compliance obligations. The 
presentation and/or materials may not be applicable 
to, or suitable for, your specific circumstances or needs, 
and may require consultation with counsel, 
consultants, or advisors if any action is to be 
contemplated. You should contact your 
CliftonLarsonAllen LLP or other professional prior to 
taking any action based upon the information in the 
presentation or materials provided. CliftonLarsonAllen 
LLP assumes no obligation to inform you of any changes 
in laws or other factors that could affect the 
information contained herein.

©2022 CliftonLarsonAllen LLP
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F Reorganization With 99-5 Steps

3

Shareholders

OldCo 
(S Corporation)

Shareholders

NewCo 
(S Corporation)

OldCo
(Qsub) OldCo, LLC

NewCo 
(S Corporation)

Shareholders

OldCo, LLC

NewCo 
(S Corporation)

Shareholders

Buyer

Pre-Transaction
S Corp

F Reorg Conversion
to LLC

Sale or Equity
Infusion

©2022 CliftonLarsonAllen LLP

Disregarded Entity to Partnership: Rev. Rul. 99-5

4

Situation 1 – B 
purchase 50% of A’s 
ownership in SMLLC

Situation 2 – B 
contributes cash to A’s 
SMLLC in exchange for 

50% ownership in 
SMLLC
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• B purchases 50% of A’s ownership in SMLLC for $5,000
• A does not contribute any portion of the $5,000 to the LLC
• B is treated as if they purchased a 50% interest in each of the 

LLC’s assets
• A is treated as selling assets and recognizes gain or loss
• A and B immediately contribute their respective 50% interests 

in the assets to the newly-formed partnership

99-5 – Situation 1

5

©2022 CliftonLarsonAllen LLP

• B contributes $10,000 to A’s SMLLC in exchange for 50% 
ownership in SMLLC

• The LLC uses all the contributed cash in its business
• A is treated as if they contributed the LLC’s assets worth 

$10,000 to the newly-formed partnership
• Neither A nor B recognize gain or loss
• A’s holding period of their partnership interest includes the 

holding period of the assets

99-5 – Situation 2

6
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99-5 – Considerations

7

Bonus depreciation 
availability [Reg. §

1.168(k)-2(g)(1)(iii)]

Anti-churning rules 
on amortizable 

intangibles 
[§197(f)(9)]

§704(c) allocations 

§743(b) 
applicability

“Pick and choose” 
applicability

Holding period on 
subsequent sales

©2022 CliftonLarsonAllen LLP

99-5 – §704(c) Allocations

8

SIMPLIFIED BALANCE SHEET TAX AMORTIZATION DEDUCTIONS

TAX BASIS VALUE §704(c) TRADITIONAL METHOD A B 

PRE-TRANSACTION Intangible - A - -
Intangible - 10,000 Intangible - B 2,500 2,500 

2,500 2,500 

POST-TRANSACTION
Intangible - A - 5,000 §704(c) REMEDIAL METHOD
Intangible - B 5,000 5,000 Intangible - A (2,500) 2,500 

5,000 10,000 Intangible - B 2,500 2,500 
- 5,000 
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Avoiding 99-5 – Pre-form Partnership

9

OldCo, LLC

NewCo 
(S Corporation)

Shareholders

OldCo, LLC

NewCo 
(S Corporation)

Shareholders

Buyer
“Friendly”
Partner

OldCo, LLC

NewCo 
(S Corporation)

Shareholders

“Friendly”
Partner

Post- F Reorg
S Corp

Pre-Form
Partnership

Sale to Buyer

©2022 CliftonLarsonAllen LLP

Tax Return Reporting

10
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Rev. Rul. 99-6

Partnership to SMLLC

11

©2022 CliftonLarsonAllen LLP

Revenue Ruling 99-6

12

CD, LLC

E

Situation 1 Situation 2

CD, LLC

DC

AB, LLC

BA

CD, LLC

B
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• Situation 1 – A & B are equal partners in AB partnership
• B purchases all of A’s ownership in AB

• Situation 2 – C & D are equal partners in CD partnership
• C & D sell their entire interests to E

Partnership to Disregarded Entity: Rev. Rul. 99-6

13
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99-6 – Situation 1

• B purchases all of A’s ownership in AB partnership for $10,000
• A is treated as selling a partnership interest [§741]
• B’s treatment:

• AB liquidates, distributing assets to both A & B
• B acquires the assets A received in liquidation in a direct 

purchase from A
• Carryover basis & holding period in the assets received on 

liquidation
• $10,000 basis & new holding period in the “purchased” 

assets

14
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• C & D sell their entire interest to E for $10,000 each
• C & D are respected as selling partnership interests [§741]
• E’s treatment:

• CD liquidates, distributing assets to both C & D
• E purchases all of the assets from C & D for $20,000

• $20,000 basis & new holding period in the “purchased” assets

99-6 – Situation 2

15

©2022 CliftonLarsonAllen LLP

• Final partnership return
• §751(a) “hot asset” reporting – K-1 Line 20, Code AB

• Form 8308

• No Form 8594 by partnership
• Required by situation 2 purchaser

99-6 Tax Return Reporting

16
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2022 IRS Updates for 
Tax Professionals

Insert

2022 IRS Updates for Tax Professionals

IRS Stakeholder Liaison

Who we are: 

• Team within IRS that establishes relationships with practitioner and 
industry organizations representing small business and self-
employed taxpayers. We provide information about the policies, 
practices and procedures the IRS uses to ensure compliance with 
the tax laws.

What we do: 

• Share IRS news and updates

• Education and outreach – (webinars, educational events, etc.) 

• Issue Management Resolution System (IMRS) – tell us about IRS 
issues, we need your feedback!

Find us by searching “Stakeholder Liaison” on IRS.gov

2022 IRS Updates for Tax Professionals2
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Current IRS Messages

• The Gig Economy & Form 1099-K changes

• Online Account and Tax Pro Account

• Identity Protection PIN

• Tax Security Awareness

• Economic Impact Payments 1, 2 (2020) & 3 (2021)

• IRS Resources for Tax Professionals

2022 IRS Updates for Tax Professionals3

The Gig Economy & 1099-K 
Changes 
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The Gig Economy

• What is the Gig Economy?

• Find resources at the Gig Economy Tax Center

• Self-employed or employee?

• Business recordkeeping

• Rules for home rentals

2022 IRS Updates for Tax Professionals5

Gig Economy Tax Center

2022 IRS Updates for Tax Professionals6
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Key Points

• Gig income is taxable income

• Employee or Self-Employed

• Keep good records

• Visit the Gig Economy Tax Center for more info

2022 IRS Updates for Tax Professionals7

Tax Withholding Estimator

IRS.gov/withholding

2022 IRS Updates for Tax Professionals8
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Tax Withholding Estimator

• Plain language used within the tool

• Ability to effectively target tax due or refund

• Determines self-employment tax

• Mobile-friendly design

• Taxpayers encouraged to check their withholding in 

January and July (at a minimum)

2022 IRS Updates for Tax Professionals9

Form 1099-K, Payment 
Card and Third Party 
Network Transactions -
Threshold Change

2022 IRS Updates for Tax Professionals
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Understanding your Form 1099-K

Form 1099-K, Payment Card and Third Party Network Transactions, is
an IRS information return used to report certain payment transactions.

 You should receive Form 1099-K from a payment settlement entity by
January 31st if, in the prior calendar year, you received payment: 

 Through a payment card transaction, for example, through 
debit cards, credit cards, prepaid cards, gift cards, etc., 
and/or

 In settlement of third party network transaction above the 
minimum reporting threshold for the provision of goods or
services. 

If you received payments from the same payor that include both 
payment card and third party network transactions, you should 
receive a separate Form 1099-K reporting the gross amount from 
each type.

11 2022 IRS Updates for Tax Professionals

12

Form 1099-K Minimum Reporting 
Threshold for Third Party Payment 
Network Transactions

For returns for calendar years prior to 2022:

• Aggregate amount of payments for goods and services 
exceeds $20,000, AND

• More than 200 such transactions

For returns for calendar years 2022 forward:

• Aggregate amount of payments for goods and services 
exceeds $600

• This is determined without regard to the number of 
transactions

Does not include receipt of payments from family or friends for 
gifts, shared trips, reimbursements, etc.

2022 IRS Updates for Tax Professionals
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Income Reporting and 
Recordkeeping

 You must report all taxable income you receive on your income tax 
return. 

 Your business’s books and records should reflect your business
income including amounts that may be reported on Form 1099-K.

In most cases, your business income will be in the form of:

o Cash

o Checks and Electronic Funds Transfers (EFTs)

o Debit/credit card payments*

o Payments received through third party network transactions* 

*Generally reported on Form 1099-K 

Form 1099-K is used to report the gross amount of total reportable transactions 
for the calendar year without regard to any adjustments for credits, cash 
equivalents, discount amounts, fees, refunded amounts, or any other amounts.

2022 IRS Updates for Tax Professionals

IRS.gov resources4

Understanding Your 1099-K

Understand Form 1099-K, 
Payment Card and Third Party 
Network Transactions, and what 
you should do if you receive 
one.

About Form 1099-K, Payment 
Card and Third Party Network 
Transactions

Includes recent updates, related 
forms, and instructions on how to 
file. 

General FAQs on Payment Card 
and Third Party Network 
Transactions

General frequently asked 
questions on Payment Card and 
Third Party Network 
Transactions.

Publication 334 Tax Guide for 
Small Business (For Individuals 
Who Use Schedule C or C-EZ) 

Contains general information 
about the federal tax laws that 
apply to small business owners.

14 2022 IRS Updates for Tax Professionals
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The Identity Protection PIN (IP PIN)

Proactively protect your federal tax 

account from identity theft.
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What is the IP PIN?

• An Identity Protection PIN (IP PIN), is a six-digit number that prevents 
someone else from filing a tax return using your Social Security number or 
Individual Taxpayer Identification Number

• The IP PIN helps the IRS to verify your identity when you file your electronic 
or paper tax return 

• Even though you may not have a filing requirement, an IP PIN still protects 
your account from fraudulent filings

• An electronically filed return filed without your IP PIN, or an incorrect IP PIN, 
will reject, including your return and any fraudulent returns using your Social 
Security Number. 

• Any paper returns filed without your correct IP PIN will undergo additional 
scrutiny and any fraudulent returns will be removed from your account.  If the 
return verifies to be yours, we will continue to process it.    

2022 IRS Updates for Tax Professionals27

Who can obtain an IP PIN?

• Anyone who has a Social Security number (SSN) or 
Individual Taxpayer Identification Number (ITIN) and can 
verify his/her identity is eligible to enroll into the IP PIN 
program (Voluntary Enrollment)

• Victims of federal tax related identity theft are automatically 
enrolled into the IP PIN program (Automatic Enrollment)

2022 IRS Updates for Tax Professionals28
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How can a taxpayer 
voluntarily enroll into the 
IP PIN Program?

Get An Identity Protection PIN (IP PIN) Online Application

• Fastest and most secure method to enroll

• Protection begins right after enrollment

• IP PIN is immediately available for filing

2022 IRS Updates for Tax Professionals29

Find the IP PIN Program

2022 IRS Updates for Tax Professionals

Go to IRS.gov, keyword “IP PIN”

30
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Other methods to 
enroll in the IP PIN Program?

Form 15227, Application for an IP PIN
• For taxpayers who cannot verify their identity through the 

Online Application
• Process can take up to 180 days to complete enrollment
• Taxpayer must include a telephone number for call back 

verification
• Limited to taxpayers under a certain adjusted gross income 

level

In-Person at a local Taxpayer Assistance Office
• For taxpayers who cannot verify their identity through the 

Online Application or the Form 15227 process or are ineligible 
to file a Form 15227

• Appointments may be limited due to availability

2022 IRS Updates for Tax Professionals31

Get An Identity 
Protection PIN (IP PIN)

Other details

• IP PIN is displayed online after verification, and it can be 
retrieved at anytime by logging back into the application

• The IP PIN online application is generally available starting 
in mid-January through mid-November

• Taxpayers who have an existing IRS Online Account may be 
able to use their log in information to access the Get An IP 
PIN Application

2022 IRS Updates for Tax Professionals32
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How does a Taxpayer receive 
their IP PIN?

• Each December, new IP PINs are generated for the 
upcoming filing season for current enrollees

• CP 01A notices containing the new IP PIN are mailed from 
mid-December to mid-January

• Taxpayers who enrolled voluntarily online must log back into 
the Get an IP PIN application to retrieve their current IP PIN 
(These taxpayers will not receive a CP 01A notice)

• The Get an IP PIN application is available from late January 
to mid-November

2022 IRS Updates for Tax Professionals33

How does a Taxpayer receive 
their IP PIN?

• The following taxpayers will receive a CP 01A notice each 
year:

• Form 15227 applicants
• In-person TAC applicants
• Identity theft victims who did not enroll online (If a valid 

address cannot be confirmed then the CP 01A notice is 
suppressed)*

• Taxpayers who enrolled online prior to January 2019

*If this happens, these taxpayers may not know they have an 
IP PIN until they attempt to electronically file a return and it’s 
rejected.

2022 IRS Updates for Tax Professionals34
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What if a Taxpayer Lost or 
Doesn’t Receive an IP PIN Notice?

2022 IRS Updates for Tax Professionals35

Taxpayers may receive their current year IP PIN by:

• Accessing the Get An IP PIN Application (Fastest Method)

• Retrieve their IP PIN by logging into their account on IRS.gov
• If the taxpayer does not have an account, they can create an 

account and retrieve their IP PIN

• Calling the IRS help line at 800-908-4490

• Taxpayer will need to verify their identity and current mailing 
address

• After verification is completed, a 4869C notice containing their 
IP PIN will be mailed to the taxpayer within 21 days

Note: If the taxpayer cannot obtain their IP PIN through either option, 
then the best alternative is to file a paper return without their IP PIN.

Tax Security Awareness
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2022 IRS Updates for Tax Professionals37

Phishing Email Example

-----Original Message-----

From: Mickey Mouse <mk@mu.se>

Sent: Tuesday, January 22, 2019 1:03 PM 

To: Minnie Mouse <minnie@realbusiness.org>

Subject: Request 

Hi Minnie, 

I need you to email me 2018 W2s of all employees. 
How soon can you get me those?

Regards

Mickey Mouse

Business Email Example

Source: www.nist.gov/cyberframework

2022 IRS Updates for Tax Professionals38
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Example: E-mail 
Warning Labels

Source: www.nist.gov/cyberframework

2022 IRS Updates for Tax Professionals39

• Client e-filed returns begin to reject

• Clients who haven’t filed tax returns begin to 
receive authentication letters (5071C, 4883C, 
5747C) from the IRS

• Clients who haven’t filed tax returns receive 
refunds

2022 IRS Updates for Tax Professionals40

Signs of Client Data Theft
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Data breach –
Info for affected clients or 
employees

• IRS Pub 5027, Identity Theft Information for Taxpayers

• Place a “fraud alert” or “credit freeze” with at least one of 
the three credit bureaus

• File a complaint with the Federal Trade Commission

• Review FTC’s www.identitytheft.gov for additional steps

2022 IRS Updates for Tax Professionals41

Contact IRS and law enforcement 

• Tax professionals contact IRS Stakeholder Liaisons 
immediately

• Search “stakeholder liaisons” on IRS.gov 

2022 IRS Updates for Tax Professionals42

Data Compromise Action Items
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Contact State Agencies: 

• State revenue agencies – email Federation of Tax 
Administrators for state agency contacts at 
StateAlert@taxadmin.org

• State Attorneys General

Contact experts:

• Security expert

• Insurance company

2022 IRS Updates for Tax Professionals43

Data Compromise Actions 
- continued

Contact Clients and Other Services

• FTC for guidance for businesses

• Email: idt-brt@ftc.gov

• Credit Bureaus

• Clients

Review guidance at IRS.gov/identitytheft

2022 IRS Updates for Tax Professionals44

Data Compromise Actions 
- continued
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Reporting phishing emails

Email: phishing@irs.gov

• Forward phishing emails with federal tax related 

contact to this address.

• Forward phishing text messages to: 202-552-1226

File a complaint with the FBI’s IC3

• Search “IC3” or Internet Crime Complaint Center

2022 IRS Updates for Tax Professionals45

Develop a Written 
Information Security Plan

IR-2022-147, August 9, 2022

WASHINGTON — The Security Summit partners today unveiled a special 
new sample security plan designed to help tax professionals, especially 
those with smaller practices, protect their data and information.

The special plan, called a Written Information Security Plan or WISP
(PDF), is outlined in a 29-page document that's been worked on by 
members of the Security Summit, including tax professionals, software 
and industry partners, representatives from state tax groups and the 
IRS.

2022 IRS Updates for Tax Professionals46
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Economic Impact Payments

and 

The Recovery Rebate Credit

First Economic Impact Payments were in the following 
amounts:

• Each eligible individual received up to $1,200

• Married couples filing a joint return received up to $2,400. 

• People with qualifying children under age 17 at the end of 
the taxable year (2018 or 2019) received up to an 
additional $500 for each qualifying child.

2020 
1st Economic Impact Payment

2022 IRS Updates for Tax Professionals48
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Second Economic Payments are in the following amounts:

• Each eligible individual received up to $600

• Married couples filing a joint return received up to $1,200. 

• People with qualifying children under age 17 at the end of 
2019 received up to an additional $600 for each 
qualifying child.

2020
2nd Economic Impact Payment

2022 IRS Updates for Tax Professionals49

Third Economic Impact Payment

• The third Economic Impact Payments were in the following 
amounts:

• Each eligible individual received up to $1,400

• Married couples filing a joint return received up to $2,800

• People with qualifying children received $1,400 for each 
qualifying dependent

2021
3rd Economic Impact Payment

2022 IRS Updates for Tax Professionals50
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Taxpayers who didn’t receive their EIPs can file a tax return 
to claim Recovery Rebate Credits. 

In general, taxpayers only have a three-year window from 
the original due date, normally the April deadline, to claim 
their refunds.

In general:

• For 2020 Form 1040 - April 15th, 2024 

• For 2021 Form 1040 - April 15th, 2025

2020 and 2021 Tax Returns

2022 IRS Updates for Tax Professionals51

IRS Resources

for 

Tax Professionals
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e-News for Tax 
Professionals

Information about:

• Recent changes affecting tax pros 

• IRS news releases and announcements

• Links to tax pro pages on IRS.gov

• Other information of interest to tax pros

IRS.gov – Search for keyword: e-News

2022 IRS Updates for Tax Professionals53

IRS social media

Instagram – @IRSnews

Twitter:

@IRSnews

@IRSenEspanol

@IRStaxsecurity

YouTube: IRS Videos in English, Spanish and American Sign 
Language

Facebook: IRS, IRS en Español, IRS Tax Pros

2022 IRS Updates for Tax Professionals54
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IRS Webinars

IRS.gov – Search for keyword: webinars

2022 IRS Updates for Tax Professionals55

Stakeholder Liaison 

IRS.gov – Search for keyword: stakeholder liaison

2022 IRS Updates for Tax Professionals56
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Contact information

Michael Smith 

IRS Stakeholder Liaison - Wisconsin

211 W Wisconsin Ave, Milwaukee, WI 53203

(414) 231-2199

michael.smith6@irs.gov

• Report issues with IRS policies, practices, procedures

• Help navigating IRS processes 

• Presentations/workshops on current IRS issues or tax 
topics

2022 IRS Updates for Tax Professionals57



3:10 – 4 p.m.

Corporate Transparency Act
James Howard, Partner, Foley & Lardner LLP 





















































3:10 – 4 p.m.

Section 1202: Understanding 
the Often Overlooked  
Gain Exclusion 
James DeCleene, J.D., Senior Associate, Michael Best & Friedrich LLP

Chris McNamara, J.D., Associate, Michael Best & Friedrich LLP

Hamang Patel, J.D., Partner, Michael Best & Friedrich LLP













































3:10 – 4 p.m.

Employee Retention Credit: 
Do Your Clients Have a 
Refund Available? 
Edward Zollars, CPA, Tax Partner, Thomas, Zollars & Lynch, Ltd.





















































4:10 – 5 p.m.

Hot Tax Practice Procedure 
& Ethical Issues
Michael Goller, J.D.,  Shareholder & Tax Department Chair, Reinhart 

Boerner Van Deuren s.c.


























































































































































































































