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Keep Calm and Carry On
by  Russell D. Hopkins, CPA

BUSINESS ADVISORY

The Economy in 2013 will either get slightly better, stay the same, or 
get worse.  This prediction is based on a nonscientific survey of about 
20 leading economists and analysts from academia, government 
and private think tanks, and investment firms. The Kiplinger Letter, 
the common man’s economic newsletter, predicts 2% growth, 1.8% 
inflation, and 8% unemployment - basically stagnation. Kiplinger 
seems to be among the bullish. Most economists are predicting a 
slowdown due to slower growth in China and Europe, the imminent 
tax increases, and government budget cuts. One bright spot is that 
residential housing has begun a slight improvement. As one realtor 
put it, “better than dismal”.

The recovery is tied directly to jobs growth. However, the unemployment 
rate itself is slightly misleading.  The Bureau of Labor Statistics 
keeps six different unemployment statistics, U1 through U6. Each 
represents varying measures of unemployment. U3 is the measure 
widely reported and is simply the unemployed civilian workforce that 
is still looking for work.  The more accurate measure of the job market 
is the U6.  U6 is a measure of all unemployed plus those who are 
working only part-time or below their skill level because they cannot 
find suitable full-time employment. U6 unemployment has risen from 
as low as 8% in 2007 to a high of 17% in 2009 and remains at 14.6% 
today. The U6 improvement in the last two years is 2.2%, basically 
matching the GDP growth. Although there will be small pockets of 
prosperity, predictions for 2013 are that jobs will be created at slightly 
less than the  pace of people entering the market, meaning that the 
U6 unemployment rate may increase.

So what does this mean for 2013? Some objective, quantitative 
models predict a lower Dow Jones index, 10 year treasuries yielding 
above 2% (vs. 1.5% today), and real GDP growth at 0%.  Gold and 
oil prices are not expected to change significantly. One silver lining is 
that due to unemployment inflation is expected to remain below 3% 
for at least another year in spite of the fact that the M2 money supply 
has increased by 17% in the past two years.  I know of no economist 
who says that inflation won’t eventually rise above historical averages.

So how is it possible that everything devalues? Shouldn’t commodities 
or bonds rise in value if stocks are falling? The answer is recession 
- the tide that lowers all boats. The good news is that, like tides, 
recessions come and go. There have been seven in my lifetime – four 
since 1980.

So what do we do?  Work with your investment advisor to protect 
capital, seek hedging strategies that protect you from drastic market

fluctuations, invest to avoid taxes on dividends if you do 
not need dividends, and do some year end tax planning. 
It could be the most profitable thing you do this year. 
Regarding taxes, those with large estates should absolutely 
explore making significant gifts before the end of the year.  
There are literally millions of dollars at stake.

Business owners should work with their CPA to develop 
budgets, devise strategies such as variable hours to offset 
economic fluctuations, create management reports that 
are meaningful, and like everyone else make a plan for 
increases in 2013 tax rates. Converting to a C-corporation 
might make sense for many.

The point is that no one should end the year without giving 
some thought to their situation. Once your plans are made 
simply keep calm and carry on. We’ve been here before.

N E W S L E T T E R
It’s that time of year when we 
count our blessings.  What else 
would you expect accountants 
to do?  We are thankful for our 
wonderful community.  North 
Georgia boasts arts and culture, 
recreation on Lake Lanier, 
golfing, state parks, a top 

quality healthcare system and hospital, industry, 
economy, history, tradition and  on and on.

But maybe its best attribute is opportunity; our best 
days lie ahead.

We are thankful for our families and friends.  We give 
thanks for all our blessings and the many miracles in 
our lives.

We are thankful for our clients and colleagues.  We 
appreciate and value each of you and we will continue 
to work hard every day to serve your tax, accounting 
and consulting needs.  Without you, we would not have 
celebrated 50 years of service in 2012.  For this, we are 
truly grateful.

We want to take this opportunity to wish you a Very 
Merry Christmas and a Healthy, Happy and Prosperous 
New Year!



PROUD MOMENTS

MILESTONES TO 
RECOGNIZE

MAKING A DIFFERENCE!

ON THE HOMEFRONT!

It’s a great day for 
BatesCarter when we 
can celebrate one of our 
own. Linda Cobb Has 
been a part of our firm 

for 25 years.  Every company should 
have a person like Linda and we are 
proud that we do.  Linda is that person 
who takes care of whatever challenges 
pop up from day to day.  From nursing 
sick employees to handling emergency 
building maintenance to lending a 
sympathetic ear for whatever ails us; 
Linda handles it all. And then there are  
the wonderful baked goodies that she 
lovingly makes for every birthday.   All  
that is in addition to her normal duties 
as office manager!  Loyalty, dedication, 
friendship and attention to duty are 
all adjectives that apply to Linda. Her  
smiling face and warm personality 
welcome all who come into  contact with 
our company.  We are blessed to have 
the opportunity to work with her.

Duane Schlereth and Dave Geer attended 
the AICPA National Governmental and Not-
For-Profit Training Program Conference on
October 22-24 in Las Vegas.

BatesCarter was sponsor for the Georgia Education 
Advancement Council annual conference on
November 14-16, 2012.  Dave Geer represented 
BatesCarter at the conference.

BatesCarter employees donated more than 16 
pints of blood to the American Red Cross during 
their annual blood drive.

Randy Jessup attended the AICPA National Tax Conference in Washington 
DC on November 7-8.  The conference provides insights and 
up-to-date information on the latest tax law and legislation.

Randy Jessup for being inducted into the Gridiron Secret 
Society at The University of Georgia.  
Founded in 1908, Gridiron is considered 
one of the highest honors a male student may receive 
on the University of Georgia campus.  The Society elects 
student members and non-student members called “honorary 

members” each fall and spring.

John and Linda 
Nix are proud to 
welcome another 
grandchild into 
their family.

William Graham Willis was born 
September 10th, weighing in 
at 9lbs, 6oz.

Proud parents are Reese and 
Kasey Willis.

David Geer for being elected Treasurer of the 
North Georgia Chapter of the Georgia Society 
of Certified Public Accountants.  The CSCPAs 
is the premier professional organization for CPAs in the state 
of Georgia.

CONGRATULATIONS TO...

Ryan Doss, Gabby Roberts, Zach Propes and 
Ron Bracewell represented BatesCarter at the Heart 
Walk on September 8th.  The firm raised $1,300 for 
the American Heart Association, thanks to Gabby’s 
campaigning efforts.
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Planning for Possible Changes in Your
Audit Engagement
from AICPA Press Release, contributed by Kristi Griffin, CPA
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NEW TEAM MEMBERS
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Aaron Cohen has joined 
the staff of BatesCarter 
as a staff accountant in 
the Government Audit 
Department.  He graduated 
from Georgia Southern 

University with a Master of Accountancy in 
2012.  He is pursuing his Certified Public 
Accountant certification.

Aaron resides in Oakwood and enjoys 
traveling, hiking, horseback riding, watching 
UGA football and Atlanta Falcons.  He is also 
learning to play the bagpipes.

Sally Lanthier, CPA has 
joined the staff of BatesCarter 
as a senior accountant in 
the Tax Department.  She 
graduated with a Master of 
Accountancy from Georgia 

Southern in 2008.  She brings to BatesCarter 
4 years of experience in corporate, 
partnership, individual, estate and trust tax 
preparation as well as commercial audit.

Sally enjoys spending time with her family 
and friends.  She also enjoys scrapbooking.

B a t e s C a r t e r 
turned 50 in 2012 
and celebrated 
with a Ribbon 
Cutting and 
outdoor event on 
Sept. 18th.

Attended by over 350 colleagues and 
friends, we enjoyed great food, music, 
and fellowship.  Thank you all who were 
able to celebrate with us.  Have a Very 
Merry Christmas and a Happy New Year!

As you plan for your next financial statement audit, there are changes in 
auditing standards that may impact your engagement.  Statements on 
Auditing Standards (SAS) Nos. 122-125 (referred to as the Clarified 
Auditing Standards) introduce some changes that go into effect for financial 
statement audits for periods ending on or after December 15, 2012.   
For most companies, that means they’ll be effective for the year ending 
December 31, 2012 or later.  We are providing a summary you can review 
to begin familiarizing yourself with the changes.  The  changes discussed 
below will affect all audit engagements. 

Some of the changes that may affect all audit engagements:

• You will notice a few changes in the annual audit engagement letter.  
You  will note that management’s responsibilities will be spelled out more 
clearly in the engagement letter as a result of the new standards, but 
management responsibilities are unchanged.

• Expect the audit team to ask you more questions regarding your legal 
and regulatory framework and expect them to ask to review correspondence 
with licensing or regulatory agencies.  These procedures will allow the 
auditor to better understand the environment in which you operate and to 
better assess risk.

• All confirmations are now required to be in writing.  In some circumstances 
the auditor may have relied on verbal confirmations; however, that is no 
longer an option. 

• Auditor communications to you regarding internal control deficiencies will 
now include a description of the potential effect of significant deficiencies 
or material weaknesses that were identified through audit procedures.  
The potential effect will not be quantified; only a description of the effect 
is required. Other deficiencies that are sufficiently important but don’t 
rise to the level of significant deficiencies or material weaknesses will be 
reported. The expanded reporting is intended to enhance your ability to 
address internal control issues and reduce the potential risk of material 
misstatement or fraud.

• The audit report has changed, with headings to distinguish each section 
and a more complete description of management responsibilities. In some 
circumstances, new paragraphs may be included in the audit report to 
address special situations. 

Some of the benefits of the clarified auditing standards include enhanced 
communication between your company and the audit team, improved audit 
quality and increased confidence in the audited financial statements.

Please feel free to contact us any time at 770.532.9131.

50 YEAR 
CELEBRATION



Red Velvet Cheesecake
      Contributed by Nora Roe;  Courtesy of Recipe.com
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 NOTES FROM UNCLE SAM
   by Randy Jessup, CPA

Here are several of the recent enforcement trends we are hearing about from the IRS:
Officer Salaries from S-Corps
The fastest way to get audited as an S-Corporation is to file an 1120S with no amount showing on Form 
1120S Line 7 “Compensation of Officers.” As an owner-employee of the S-Corporation, you must pay yourself 
a salary, and pay payroll taxes on your salary. You don’t have to pay yourself a high salary, but it must be 
a “reasonable amount” according to the IRS.  While this is not a new development, officer salaries from 
S-Corporations are expected to get even closer scrutiny from the IRS because of the new .9% Medicare tax 
increase and perceived loophole for S-Corps.  

3.8% Medicare Tax on Unearned Income
Effective in 2013, the Health Care and Education Reconciliation Act of 2010 will subject some individuals to 
a 3.8% Medicare contribution tax on unearned income. This new tax will apply to single taxpayers with a 
modified adjusted gross income (MAGI) in excess of $200,000 and married taxpayers with a MAGI in excess 
of $250,000 if filing a joint return. Net investment income includes interest, dividends, annuities, royalties, 
and rents (rent from businesses you own is excluded), other than such income that is derived in the ordinary 
course of a trade or business.  Partnership returns will get a close look from the IRS to identify income subject 
to this tax.

Payroll taxes 
Another round of random payroll tax audits is under way according to the IRS, and  2,000 unlucky companies 
will be targeted.  Revenue agents will be on the hunt for firms that misclassify workers as contractors, as well 
as violations involving executive compensation and fringe benefits.

Employee-Contractor Status
Speaking of misclassified workers, this continues to be a hot issue with the IRS, and we expect even 
more scrutiny with the .9% Medicare tax increase. Both the IRS and state agencies across the country are 
concentrating efforts to uncover long-term “temps” who really should be considered employees. President 
Obama’s recent budget included funding for 100 additional federal staffers to concentrate solely on finding 
independent contractors who should be employees. 

Earned Income Credit
The IRS continues to scrutinize preparers of earned income credit returns, and recipients of the credit.  Two 
main problems are claiming children who don’t meet the relationship and residency requirements and filing 
returns with questionable income and expenses shown on Schedule C. 

401k Plan Loans
Audits of 401K plan loans are bearing fruit for the IRS. The IRS audited 100 401K plan loans that had 10 or 
fewer participants and more than $100,000 of loans to participants and found problems in 90% of the plans.  
Another audit project is focused on new 401k plans, making sure that no deferrals are based on salary paid 
prior to the plan’s adoption.
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Out of the Mouth of Babes

* A group of elementary school students 
were on a field trip to the local police station. 
Several of the children were fascinated by the 
wanted posters on the wall.

Little Billy raised his hand and asked the police 
officer giving them the tour who the people on 
the wall were.

“Those are pictures of criminals we are looking 
for,” answered the policeman. “We call those 
wanted posters”.

Little Billy looked puzzled. His hand shot back 
up into the air. “Well,” he wonders, “why 
didn’t you just keep them when you took their 
picture?”

* A mother was preparing pancakes for her 
sons, Kevin, 5, and Ryan, 3. The boys began 
to argue over who would get the first pancake. 
Their mother saw the opportunity for a moral 
lesson. “If Jesus were sitting here, He would 
say, “Let my brother have the first pancake. I 
can wait.” Kevin turned to his younger brother 
and said, “Ryan, you be Jesus.”

* Sunday school teacher asked her little 
children, as they were on the way to church 
service, “And why is it necessary to be quiet in 
church?” One bright little girl replied, “Because 
people are sleeping.”

* While walking along the sidewalk in 
front of his church, our minister heard the 
intoning of a prayer that nearly made his collar 
wilt. Apparently, his 5-year-old son and his 
playmates had found a dead robin. Feeling 
that proper burial should be performed, they 
had secured a small box and cotton batting, 
then dug a hole and made ready for the 
disposal of the deceased.

The minister’s son was chosen to say the 
appropriate prayers and with sonorous dignity 
intoned his version of what he thought 
his father always said: ‘Glory be unto the 
Faaather, and unto the Sonnn, and into the 
hole he goooes.’

1 lb. milk chocolate, chopped
1/2 cup butter
1 9-oz. pkg. chocolate wafer cookies (40 to 45 cookies)
1 cup semisweet chocolate pieces
1 cup slivered almonds
1/2 cup packed brown sugar
1/2 cup butter, melted
4 8-oz. pkgs. cream cheese, softened
1 8-oz. carton dairy sour cream

1/3 cup granulated sugar
1/3 cup buttermilk
1 1-oz. bottle red food coloring (2 Tbsp.)

4 eggs
2 egg yolks

Optional Items:  Powdered sugar, Unsweetened cocoa powder

In a medium saucepan, melt chocolate and 1/2 cup butter over low heat; transfer to a bowl and cool completely.

Place wafer cookies, chocolate pieces, almonds and brown sugar in a large food processor.  Cover and process until 
finely ground.  Add the 1/2 cup melted butter; cover and process until well combined.  Transfer crumbs to a 10x3” 
springform pan with a removable bottom.  Press crumbs onto bottom and up the sides of the pan, leaving a 1/2” 
space at the top of the pan.  Set aside.

For filling: In a very large mixing bowl, beat the cooled chocolate mixture, cream cheese, sour cream, sugar, but-
termilk and red food coloring with an electric mixer on medium to high speed until combined.  Add 4 eggs and 2 
egg yolks all at once.  Beat on low speed just until combined.

Pour filling into crumb-crust lined springform pan.  Place springform pan in a shallow baking pan on the oven rack.  
Bake in a 350° oven about 1 hour, or until 2 inches of outside edge appear set when shaken gently.

Remove springform pan from baking pan.  Cool cheesecake in pan on a wire rack for 15 minutes.  Use a small 
metal spatula to loosen cheesecake from sides of pan.  Cool 30 minutes more.  Remove sides of pan.  Cool for 1 
hour; cover and chill at least 4 hours.   Use doily to decoratively sift powdered sugar and cocoa powder on the top. 

Merry Christmas
Happy New Year


