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What’s old is new again; IRS wins bad facts case
A recent tax court case highlights areas the Internal 
Revenue Service may consider when it challenges the 
legitimacy of a Family Limited Partnership (FLP).  The 
court case referred to in this article is the Estate of Paul 
H. Liljestrand (Estate) versus the Commissioner of Internal Revenue Service 
(IRS).  In addition to other missteps, Liljestrand’s use of the FLP checking 
account as a personal bank account made the FLP an easy target.

Significant case points include:

◊ A FLP needs to have a legitimate non-tax related purpose.
◊ Partnership assets should not be commingled with personal assets.
◊ A FLP needs to pay prorated distributions based on ownership percentages.
◊ A FLP should be an investment for each partner.  Partners should be able 

to maintain their lifestyle with assets outside of the partnership.

Partnership Formation

As an initial attack, the IRS generally challenges the legitimacy of a FLP.  A 
FLP can’t simply exist to act as a tax shelter.  The creation and operation 
of a FLP must include legitimate business reasons that are not tax related.  
Note that the purposes of the partnership are documented in the partnership 
agreement, a formal document the IRS can easily obtain.

In the Liljestrand case, there were non-tax reasons outlined in the partnership 
agreement but the IRS was able to argue these points.  For example, the IRS 
argued that the stated purpose of keeping real estate from being partitioned 
wasn’t a real concern due to the location of the real estate.  Also, the purpose 
of protecting assets from creditors wasn’t strong, since there was no evidence 
of partners being concerned about creditors.

Partnership Operations

A FLP is a business entity and needs to be treated as such.  It should have 
its own checking account and set of financial records.  All cash income and 
expenses related to the FLP should be recorded in the FLP’s checking account.  
Operational documents should be expertly crafted and diligently followed.

By disregarding these formalities, Mr. Liljestrand gave the IRS ample 
ammunition to discredit the FLP.  In the Liljestrand case, the FLP bank 
account wasn’t opened until two years had passed; partnership funds were 
commingled with personal assets; and loans to partners were not formalized.  
Only one formal meeting was held and even then, no minutes of the meeting 
were kept.  It was clear that Mr. Liljestrand still treated everything that he had 
put into the partnership as a personal asset.

In the end, the IRS was able to convince the court that the FLP entity should 
be disregarded.  Therefore, tax liability for the Estate increased, as it had to 
include the FLP assets as if they were personally held by Liljestrand.

Lessons From Liljestrand Case
by Martha Cartee, C.P.A.

Business Advisory
On August 16, 1962, Jim Bates, 
Dick Dillard and Vilas Betts 
formed the firm that would 
become BatesCarter.  This was 
during JFK’s Presidency, only 3 
years after Alaska and Hawaii 
joined the United States and 
some 42 years before Facebook 

was launched.  So, we know what they were 
doing at that time, what were you doing?  Were 
you even born?

I was a 2½ year old running around my yard 
in Greensboro, Georgia. John Nix was a budding 
star athlete in Commerce, Georgia.  Duane 
Schlereth was 12 years old living in St. Albert, 
Canada.  Rusty Hopkins had just celebrated his 
first birthday. Linda Cobb and Sandy Whiten, well, 
I’m not allowed to even acknowledge whether 
they were alive then or not, but those of you 
that know them, can surmise.  The majority of 
our associates were not yet born.  50 years is a 
long  time!

A few years ago, I turned 50.  In speaking with 
an elderly client one day, I told him I’d recently 
turned 50 suggesting that I’d seen a lot.  His 
response was “I remember  50”.  His comment 
put time in perspective.  Yes, 50 years is a long 
time.  For BatesCarter it represents a monumental 
accomplishment and an accumulation of 
knowledge, wisdom and experience.  But it also 
recognizes that the best is yet to come.  Join 
us in remembering and celebrating the past and 
in confidently moving forward 
to what lies ahead.  We thank 
those clients that have been 
with us all 50 years and those 
that have joined us along 
the way.  We look forward 
to continuing to exceed 
expectations.  Always.

BatesCarter turns 50!
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Beginning in 2007, 
BatesCarter has annually 
endowed a major scholarship 
with the Educational 
Foundation of the Georgia 
Society of Certified Public 
Accountants, Inc. (Foundation).  The mission 
of the Foundation is to encourage the best and 
the brightest individuals in Georgia to become 
Certified Public Accountants.  The objectives of the 
Foundation are:

◊ Inform individuals about the breadth of 
opportunities provided by the CPA profession.

◊ Provide financial incentives to individuals 
seeking to enter the CPA profession.

◊ Provide financial support to schools or educators 
in Georgia that are educating individuals to 
enter the CPA profession.

◊ Recognize excellence demonstrated by 
accounting students and educators in Georgia.

◊ Recognize excellence in passing the CPA 
examination.

◊ Raise funds to support programs.

BatesCarter is a founding sponsor 
and charter member of BETA ALPHA 
PSI at North Georgia College and 
State University.  BETA ALPHA PSI 
is the international honorary and 
service organization for accounting 
and finance students. BETA ALPHA 

PSI provides opportunities for development of 
technical and professional skills to complement the 
business curriculum in the Mike Cottrell School of 
Business, participation in University community and 
regional community service and extensive interaction 
among students, faculty and financial information 
professionals.  Members must attain and maintain a 
cumulative major and overall GPA of at least 3.0 and 
engage regularly in professional development and 
community service activities.  

Kingsley Peeples has graduated the 
2011-2012 Class of Leadership Hall 
County (LHC).

Ryan Doss will be participating in 
the 2012-2013 LHC Class.

BatesCarter is proud of its LHC alumni who include 
Ron Bracewell, Russell Hopkins, Randy Jessup, 
Kristi Griffin, Beth Grimes and Melissa Gramling.

The Greater Hall Chamber of Commerce LHC 
program seeks to expose potential leaders of Hall 
County to the inter-related economic, government, 
sociocultural and educational issues of the community.

Duane Schlereth, Beth Grimes and Zach Propes attended 
the 2012 Association County Commissioners of Georgia 
(ACCG) annual meeting in Savannah.  The ACCG meeting focused 
on the unique relationship between leadership and investment in 
county programs and services.  More than 1,200 county officials 
and representatives from vendors that do business with local 
governments attended the 2012 conference.

Duane, Beth and Zach specialize in providing a wide range of audit, accounting and consulting 
services, from full-scale annual financial and compliance audits to financial planning and 
forecasting services.

Congratulations to Zach Propes who obtained his Masters in Business 
Administration from Georgia Southern University.

Another congratulations to Zach for being elected Treasurer of the North 
Georgia Chapter of the Georgia Society of Certified Public Accountants.

Kristi Griffin and Kingsley Peeples attended the May 
2012 American Institute of Certified Public Accountants 
(AICPA) Employee Benefit Plan (EBP) Conference.

During the three-day event they heard from some of the industry’s leading 
experts, including the Department of Labor and IRS representatives.  They 

also attended break out sessions specifically related to auditing and reporting of 
employee benefit plans.

Congratulations Kingsley for being elected to the Board 
of WomenSource.  WomenSource aims to connect women 
in our community to professional sources for practical 

help by providing educational programs, facilitating peer support groups and 
counseling, and making referrals.

Congratulations to Duane Schlereth for being elected a 
board member for the Georgia Mountain Food Bank (GMFB).  
The GMFB is a service for the people of Northeast Georgia.  
They provide a vital link between sources of food supplies and 
hardworking community-based partner agencies who help get the food into 
the hands of families and individuals who need it.

Congratulations to Beth Grimes for being elected a board 
member for the Northeast Georgia History Center (NEGAHC).  
The NEGAHC is a not for profit institution dedicated to promoting 
and displaying historical artifacts and displays from the northeast 
Georgia area from the past 150 years.  

Congratulations to Randy Jessup for being elected President of the 
Gainesville Estate Planning Council.  It is comprised of a presitgious group of 
Attorneys, CPA’s, Insurance and Financial Advisors and Consultants who are 
considered by their peers to be experts in the field of Estate Planning.

Congratulations to Ron Bracewell for being elected a 
board member of the Chattahoochee County Club (CCC).  
CCC is a member owned private club located on Lake 
Sidney Lanier.
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If you offer a retirement plan to your 
employees, the updated 408(b)(2) rules 
will most likely apply to your plan.  Effective 
July 2, 2012, covered service providers 
(CSPs) that are paid out of plan assets are 

required to provide you with a service contract in writing.  Typical expenses paid by the 
plan include record keeping and brokerage services, but may include accounting, auditing 
or consulting.  If not already receiving information from these CSPs, the documentation 
becomes mandatory on July 1, 2012.  The service contract should include:

◊ Services provided to the plan

◊ Compensation paid by the plan - direct and indirect

◊ How compensation is paid - is it billed or deducted from plan assets?

Offering a retirement plan to your employees is a responsibility that you should not take 
lightly.  Make sure that your CSP is providing you not only with the required information 
but also with any other information that you and your employees need to make informed 
decisions about your retirement plan.

New Team member

QuALiFied reTireMenT PLAns -
    The Fee disCLosure exPosure

by Kristi Griffin, CPA

Adam Blakely joined the staff 
of BatesCarter in November 
2011.  He spent two and a 
half years in public accounting 
in Atlanta.  Since joining the 
firm he has worked on a 

variety of projects, but his main 
concentration is individual and corporate 
taxation.

Adam earned a BBA in Accounting and a 
Masters of Accountancy from the University of 
Georgia.  He is a Certified Public Accountant 
(CPA), a member of the American Institute 
of CPAs (AICPA) and the Georgia Society of 
Certified Public Accountants (GSCPA).

When not at the office, Adam enjoys spending 
time with his wife Gina, reading, golfing and 
snow skiing.  Adam is also proficient in Spanish.

50 Years!!!

During its 50 year history, BatesCarter has been blessed with talented people.  Our recruiting 
efforts are extensive and include participating in career fairs at local universities, posting 

job offerings on university and professional society websites, maintaining relationships with 
university professors and conducting office interviews.

Perhaps the most important recruiting tool is offering internships to students.  Generally, 
these students are rising seniors seeking practical experience to complement their education.   
From our perspective, an internship is the most effective way to identify prospective 
employees.  During peak season, we may employ as many as three.

In addition to practical experience, we provide an organized rigorous training program for the 
interns.  We believe a BatesCarter internship is a prized possession. 

BatesCarter was fortunate to have three very intelligent interns with us during our peak 
season.  They were Gracie McGarity, Walt Booth, Jenna Huggins.

Gracie McGarity was in her junior year at Georgia Institute of Technology.  She was helpful 
in organizing tax information, scanning data and assisted in the area of administration.

Walt Booth was in his senior year at North Georgia College & State University.  He was 
helpful in the preparation of basic individual and business tax returns and organization of 
data.

Jenna Huggins graduated from North Georgia College & State University in 
2011 with a BBA in Accounting.  BatesCarter is pleased to have Jenna with 
us this summer.  She will be pursuing her Masters in Accountancy and her 
CPA certification.  She has been an asset to our firm and we are delighted 
to have her.

This is what Jenna has to say about her experience:

“I am thoroughly enjoying my internship with BatesCarter.  I am gaining real world experience 
in a friendly and professional environment.  I have been blessed to be involved in many 
different areas of the firm.  I have worked on various projects from individual tax returns to 
employee benefit plan audits.  BatesCarter really takes the time to mentor their interns.  All 
of the staff takes the time to get to know you as an individual.  They guide you, challenge 
you, and provide you with phenomenal learning experiences.”

BatesCarter is 50 years 
old in August 2012.  
During this half-century, 
we have grown wiser 
and have dedicated 
our time to making a 
positive impact on all 
those with whom we 
have come in contact.  
This includes our team, 

their families, our community and the clients 
we serve.  Although change and the speed 
of change would have truly amazed our 
founders, we have remained consistent in 
our approach to how we do business.  We 
remain committed to improving the quality 
of life for our clients by enhancing wealth 
and facilitating achievements.  For our team 
members we continue to offer challenging 
career opportunities and a family-friendly 
culture.

We are extremely proud to be able to 
celebrate our 50 years of business.  A hearty 
“thank you” goes to all our clients, past and 
present, who have trusted BatesCarter with 
their accounting and advisory needs.  We 
have built our business on the trust you have 
shown us over the last 50 years and we are 
committed to serve you for another 50 years 
and beyond.

BATesCArTer inTernshiP ProgrAM



 Pound Cake with raspberry sauce
 From the Kitchen of Linda Cobb  - raspberry sauce contributed by Nora Roe
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525 Candler street, N.e.
P.O. Drawer 2396 • Gainesville, GA 30503
Phone:  770.532.9131 
fax: 770.536.5223

 3 cups sugar 1 tsp almond extract
2 sticks butter 1-1/8 cups buttermilk
1/2 cup Crisco 1/2 cup heavy whipping cream
5 eggs
3 cups flour RASPBERRY SAUCE
1/2 tsp baking powder 1-1/2 cups (10oz) raspberries
1/4 tsp salt 1/2 cup sugar
1 tbsp vanilla extract 1/4 cup raspberry liqueur

RASPBERRY SAUCE:  Blend together using blender or emulsifier.  
Strain to remove seeds.  HINT:  To easily remove seeds, gently heat the emulsified raspberries 
until they thin out; while warm strain through a cheesecloth or fine sieve.  Refrigerate until 
ready to use.

Blend together the sugar, butter and Crisco.  Add eggs, one at a time, to the sugar mixture blending 
well.  Sift together the flour, baking powder and salt.  Add the dry ingredients to the sugar & egg 
mixture alternating with buttermilk.  Add vanilla and almond extracts and blend.  Lastly, add the 
heavy whipping cream and beat 2 minutes.

Pour into a greased and floured tube pan and bake at 325° for 1 hour and 15 minutes up to 1 hour 
and 30 minutes; until thin knife inserted in center comes out clean.  Remove from over and let 
cool in pan.

by Rusty Hopkins

Contributed by Clean Jokes Central

The Working 
Dog

A salesman 
dropped in to 
see a business 
customer.  Not 

a soul was in the office except a big dog 
working on the computer.

The salesman stared at the animal, 
wondering if his imagination could be 
playing tricks on him.

The dog looked up and said, “Don’t be 
surprised.  This is just part of my job.”  
“Incredible!”, exclaimed the man.  “I can’t 
believe it!  Does your boss know what a 
prize he has in you?  An animal that can 
talk!”

“No, no,” pleaded the dog.  “Please don’t tell 
him!  If that man finds out I can talk, he’ll 
make me answer the phone as well!”

• The IRS is still warning taxpayers that identity theft is a growing problem.  Thieves are 
stealing Social Security numbers and filing fake refund claims.  The IRS paid out $5.2 

billion in fake claims in 2010 alone.  If you have been notified that a tax return has already 
been filed using your name, you may be a victim.  We have seen two such cases this year 
and believe that this crime may be dramatically increasing.

• The IRS has announced an expansion of its ‘Fresh Start’ initiative by revising some of 
the rules currently in place for its Offer in Compromise program - a program where 

past due taxes can be paid off at a fraction of the full balance if the taxpayer can prove an 
inability to pay in full.  These revisions are intended to help shorten the period for settling 
delinquent taxes from five years to two or less.  The most notable changes were:

◊ Revising the calculation for the taxpayer’s future income.
◊ Allowing taxpayers to repay their student loans.
◊ Allowing taxpayers to pay state and local delinquent taxes.
◊ Expanding the Allowable Living Expense allowance category and amount.

• If you are concerned about penalties for improperly classifying employees as contract 
workers, there is an IRS program designed to help you out without the usual penalties.  

The Voluntary Classification Settlement Program (VCSP) is available to businesses, tax-
exempt organizations and government entities.  The requirements are:

◊ 1099s must have been filed for the previous three years.
◊ Workers must have consistently been treated as non-employees.
◊ You cannot currently be under audit regarding worker classification.

File Form 8952 to apply.  If you qualify you pay a penalty of slightly more than one percent 
of the affected wages for the prior year only.  Also, the IRS agrees not to audit payroll 
taxes on these workers for prior years.

For people who remember 
who Gracie Allen was and 
to some who can simply 
appreciate a good recipe.

Gracie Allen’s Classic Recipe for Roast Beef

1 large Roast of beef
1 small Roast of beef

Take the two roasts and put them in the 
oven.  When the little one burns, the big one 
is done.


