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Making the 
Most of a 
Challenging 
economy

 Another tax 
season has passed 
and we at Bates, 
Carter can catch 
our breath – for a 
while. The financial 
realities of today’s 
economy requires 

our full attention. For many of our 
client’s the economic slow down 
brings significant new challenges 
which will be overcome by being 
proactive, not reactive. By adjusting 
our strategy we can take advantage 
of the unique opportunities today’s 
economic climate provides. While 
the market is in flux we can seize 
opportunities to increase our 
footprint in the market place. Our 
focus will be on enhancing and 
solidifying our relationships with 
current clients. Analyzing our cycle 
of interaction with clients can help 
us build value into each step and 
eliminate steps that do not add 
value. In difficult times we also have 
the opportunity to focus on helping 
our clients succeed when they may 
be struggling to remain profitable. 
Lastly, challenging times require 
strong leadership. Take the lead, 
devise a strategy, know where you 
are going and your company  
will follow. In the words of Robert 
Louis Stevenson, “Keep your fears  
to yourself, but share your courage 
with others.”

A Variable Interest Entity (VIE) is a term used to refer to an entity in 
which an investor (“reporting entity”) holds a controlling interest 
which is not determined by a majority of 
voting rights. In other words it is an entity 
controlled not by its legal owner but 
rather by an enterprise that holds sway by 
providing financial support. This support 
can be in the form of cash or contractual 
guarantees that are necessary because the VIE 
is thinly capitalized. FASB Interpretation No. 46 
(revised), FIN46(R), requires that reporting entities 
with VIEs consolidate those VIEs into their financial 
statements if the reporting entity may absorb more 
than 50 percent of the VIEs losses or gains. For most 
entities this requirement became effective for the 2005 
calendar year.
 In short, a VIE is an entity meeting one of the following three criteria:
1. The entity is thinly capitalized or lacks enough equity to support its activities
2. As a group, the equity-at-risk holders (owners) cannot control the entity; or 
3. The economics do not coincide with the voting interests (commonly known as the 

“anti-abuse rule”). 
 The purpose of many VIEs is to sponsor off-balance-sheet agreements such as 
above-market leases designed to pay for real estate and keep debt off the lessee’s 
books, securitizations, investments or joint ventures. FIN46(R) is not a tax regulation so 
it cannot compel the filing of a consolidated tax return.
 A common example of a VIE relationship is two businesses owned by the same 
individual. Entity #1 is an operating company, maybe a medical practice. Entity #2, a 
leasing company, owns and leases real estate to Entity #1. If the leasing company cannot 
survive without bank guarantees or above-market lease payments from the operating 
company, the operating company may be required to present consolidated financial 
statements to be in conformance with generally accepted accounting principles. 
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FroM our FAMily to yours

Bates, Carter internship Program 
by J. Ronald Bracewell, Jr., C.P.A., A.B.V.

During its 45 year history, Bates, Carter has been blessed with talented people. 
We believe that you don’t grow companies. Rather, you grow people and they grow 
companies. That strategy has enabled Bates, Carter to become the largest and oldest 
CPA firm in Northeast Georgia currently employing 30 people. 
 As a dynamic, growing company, we are continually recruiting new professionals. 
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. Many times, the students will receive course credit for the internship. Of 
course, they make a little money too, which is always a nice feeling for a college student.
 From our perspective, an internship is the most effective way to identify prospective 
employees. Our strategic plan includes employing at least one intern at all times. 
During peak seasons, we may employ as many as four. 
 In addition to practical experience, we provide an organized rigorous training 
program for the interns. We believe a Bates, Carter internship is a prized possession. 
Hear what some of our past and current interns have to say about their experiences.

Current interns:
Zach Propes -  
“This opportunity to further my education in a professional 
business environment has proven to be priceless. The staff’s 
unconditional support and eagerness to help, coupled with the 
often challenging assignments, has allowed me to deepen my 
understanding of accounting and develop a foundation of what 
it means to be a true business professional. Bates, Carter is an 
exceptional firm and I will forever be grateful for this opportunity.”

Jessica Bohm - 
“I have experienced many new things while interning at Bates, 
Carter. From working with the wonderful staff to the grueling tax 
returns, I am grateful to have had the opportunity to be an intern. 
I will take what I have learned with this experience to further my 
career as a future CPA.”

Former interns, now full-time staff:
Rachel Taylor -  
Staff Accountant, Government Audit Department since June 2006
“As a summer intern between my junior and senior years at Valdosta 
State University, Bates, Carter provided and directed me with real work 
and real clients giving me the advantage of a real representation of 
how my career will begin. Moreover, the wide range of staff at Bates, 
Carter – from the new staff accountants to the veteran partners 
– were wonderful resources to learn how my career can grow.”

Milestones 
to reCognize

new team members

Jessica Bohm, intern;
is a graduate of Sequoyah High 
School in Canton, Ga., and current 
senior accounting major at Brenau 
University. She will graduate in May 
2008 and join Bates, Carter full-time 
on Monday, May 12.

Zach Propes, intern;  
is a North Hall High School 
graduate and is currently majoring 
in accounting at The Mike Cottrell 
School of Business at North Georgia 
College. He will be pursuing a 
master’s degree following graduation 
in May 2009. 

Zach and Jessica joined the firm 
as interns in January 2008 and are 
gaining experience in all aspects of 
accounting.

 In the example, even though the 
operating company does not own 
any part of the leasing company, if 
the operating company guarantees 
the leasing company’s debt or has 
a contract to pay above market rent 
which was used to obtain financing, the 
consolidation rules of FIN46(R) may 
apply. As always, there are exceptions 
such as not-for-profit organizations or 
employee benefit plans.

 In the current lending market, 
where lenders are more 

cautious and more 
sophisticated, 
FIN46(R) is 
becoming an 
issue for smaller 

clients. If you 
are giving a lender (or 

anyone) financial statements that 
purport to be in compliance with GAAP, 
be sure to consider FIN46(R).

Variable Interest Entities  
(continued from page 1)
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Proud MoMents

Making a difference —
+ Duane Schlereth, principal partner, is 

president of the Lake Lanier Rowing 
Club (LLRC). In January, on behalf of 
the LLRC, Duane presented a $1,000 
check to Kerry Hicks, owner of the 
Smokin’ Fisherman near Clermont, to 
help extend the boat ramp at Clarks 
Bridge Park. The decrease in Lake 
Lanier’s water level has made some ramps unsafe. The extension of the ramp will 
provide a safe place to back onto with your boat and vehicle.

+ David Geer, audit senior for the Commercial Audit Department, is a retired US Navy 
Captain and also a director of the Metro-Atlanta Council of the US Navy League. The 
US Navy League, in cooperation with the Georgia Regional Development Center, 
sponsored the Georgia Flag Project. The Georgia flag was carried to all 159 counties in 
the state, passing through Hall County on January 7, for recognition by local authorities 
and the signing of a log book. David 
participated in the Hall County ceremony. 
The purpose of the Georgia Flag Project 
was to show Georgia’s appreciation to the 
crew of the USS GEORGIA submarine for 
their service to their country. The flag and 
log were presented to the crew by Governor 
Sonny Perdue during the “Return to Service 
Ceremony” held on March 28, 2008.

Dustin David -  
Full-time starting June, 2008 as staff accountant, Government 
Audit Department. Internship started September 2007 through 
April 2008.
“The internship program at Bates, Carter is a great opportunity. 
You can’t learn everything in a classroom; the real knowledge 
comes from real work experience and Bates, Carter  has provided 

this environment, giving me the knowledge to advance my career as an accountant.”

Former interns:
Michael Klug - 2007 Summer Intern
“I learned more in one day than I could ever learn in a text book. The internship 
program enabled me to contribute to the team on a daily basis. The staff has a wealth 
of knowledge that they are eager to share. The internship program is filled with unique 
opportunities that distinguish it from comparable ones.”

Caleb Rich - 2007 Summer Intern
“Bates, Carter provided me the opportunity to demonstrate the knowledge and skills I have 
acquired through textbooks, in a real world, business environment. The courtesy of the 
professionals at Bates, Carter was only surpassed by the level of expertise and insight they 
provided whenever needed. After finishing the internship program at Bates, Carter I was 
able to re-enter the classroom as a more aware and confident future accountant.”
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CongrAtulAtions!

Bates, Carter Internship Program (continued from page 2)

Michele Bruce 
received her certified 
public accountant 
certification in August 
2007. Michele is an 

audit supervisor in the Government 
Audit Department and has been with 
BCC since October 2003.

David Geer 
received his certified 
public accountant 
certification in 
February 2008. David 
is an audit senior in 
the Commercial Audit 

Department. David joined the firm in 
January 2006.

giving 
BACk...

+ Bates, Carter  strongly supports 
the Hall County United Way and 
achieved an eight percent increase 
in their overall giving from last year 
with 100 percent participation.

+ Bates, Carter  staff is having their 
annual blood drive to help the 
American Red Cross. Last year’s 
goal was 15 pints and 16 pints 
were given. This year’s goal is 20 
pints. The drive runs through the 
end of June.
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A Partnership of Certified Public  
Accountants and Consultants

525 Candler Street, N.E.
P.O. Drawer 2396 • Gainesville, GA 30503
Phone:  770.532.9131 • Fax: 770.536.5223

tAke A 
BreAk…

Q: What is an auditor? 

A: Someone who arrives after 
the battle and bayonets the 
wounded.

Q: What do accountants suffer from 
that ordinary people don’t?

A: Depreciation.

Q: What did the accountant say 
when he got a blank check? 

A: My deductions have at last 
caught up with my salary.

 One day in microeconomics, the 
professor was writing up the 
typical “underlying assumptions” 
in preparation to explain a new 
model. I turned to my friend and 
asked, “What would Economics 
be without assumptions?” He 
thought for a moment, then 
replied, “Accounting.”

lemonade Chiffon Pie
contributed by Sandy Whiten

notes FroM unCle sAM 
by Randy Jessup, C.P.A.

irs tax notices
We have noticed an increase in the 
number of tax notices generated by the 
IRS. While receiving an IRS tax notice can be an unnerving experience, remember that 
we are here to help. 

Most Common type of irs notice
CP-2000 - Notice of Proposed Adjustment for Underpayment/Overpayment
The most common type of notice is one that informs you the IRS is proposing changes 
be made to your tax return. It assumes that the information they received regarding 
your income is correct and the information you provided on your return is wrong. No 
questions are asked and you are billed for additional tax and interest.
 You should note that in the case of a CP-2000 notice, the IRS is proposing an 
adjustment, and has not yet made any changes to your return as it was filed. It is up to 
you to agree or disagree with the proposed change. If you disagree, you will need to 
provide information and documentation to support your position. It may be that some 
schedule or information was omitted from your original return and it may be a fairly 
simple matter to correct it. It may turn out that the IRS is right, or you may be right, or 
partially right. The objective is to determine the correct amounts that should have been 
reported on your return. 
 When you have not responded to previous notices and attempts to collect a 
balance due, the IRS will send a final notice and notice of intent to levy. This notice is 
the most serious and generally precedes an action on the part of the IRS to garnish 
your wages, Social Security benefits, or to place a lien on your assets.

responding Promptly
It is important to promptly respond to a notice from the IRS. If the change the IRS has 
made to your return is correct, and results in additional taxes owed, you can avoid penalties 
and interest by paying the balance quickly. And if you do not agree with the changes the 
IRS is proposing, it is in your interest to resolve the matter as quickly as possible. You may 
have a refund the IRS is holding, pending resolution of the discrepancy. Resolving the 
issue promptly will clear your record with the IRS and avoid any future problems.

Two cans of Eagle’s evaporated milk  
(regular or low fat)

One 6 oz. can frozen pink lemonade
One 16 oz. Cool Whip (regular or low fat)
Two graham cracker pie crusts

Mix lemonade and Eagle’s evaporated milk together 
with fork or spoon; blend well and fold in Cool Whip. 
Pour into graham cracker pie crusts and let chill for 
one hour.
Makes two pies. 


