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Turlington and Company once again acted as a Pacesetter for T PO Box 1697 Winston-Salem. NC 27103
the United Way of Davidson County in their 2009-2010 cam- % Lexington, NC 27293 P (336) 765-241’0
paign. Through their benevolent efforts, the Turlington Staff o P (336) 249-6856 F (336) 765-6241

achieved one-hundred percent pledge participation. The firm
also raised significant contributions through fundraising activi-
ties during the United Way Week of Caring. Fundraising activi-
ties for the year included charity bingo, half-and-half raffles
and in-house manicures, Friday jeans day, and bake sale. Vol-
untary projects organized by Turlington and Company staff
during the Week of Caring included landscape improvement at
the Boys and Girls Club of Thomasville as well as the collec-
tion of paper products that were donated to the Family Services
of Davidson County.

F (336) 248-8697

Turlington and Company, L.L.P .
www.turlingtonandcompany.com

Certified Public Accountants

October 2009

International Financial Reporting Standard for Small and MediusBized EntitieqIFRS
for SMEs)

T h e WO rl d |S ﬂ at . This idea was popularized by Economist Thomas Friedman in

2005 andaddressed the fact that United States businesses are competing on an increasingly level playing

Note: Information contained in this newsletter contains technical and business planning concepts to keep you field with international competitors. In the current economic environment, capital flows freely across in-
informed of available financial ideas and opportunities. All taxpayers have different tax situations. To obtain ternational borders and competitive pressures arise readilv from abroad due to technolosical advance-
specific advice on how or if this information applies to your personal or business situation, we recommend you . p . p .y. X X g

contact your accountant at Turlington and Company, L.L.P. or other financial consultant. ments and effective resource allocations. As a result of this international parity, efforts have been made

to establish an agreed-upon framework of international financial reporting standards that can be
adopted by all entities regardless of geographical location.

Circular 230 Disclaimer: Any tax advice contained in this newsletter was not intended or written to be used, and cannot be

used, by the recipient for the purpose of 1) avoiding penalties that may be imposed under the Internal Revenue Code or appli-

cable state or local tax law provisions, or 2) promoting, marketing, or recommending to another party any transaction or mat- It is essentially an effort to provide comparability of financial reports on an international
ter addressed herein. scale.

Prior to the economic recession, the convergence of US Generally Accepted Accounting Principles
(GAAP) and International Financial Reporting Standards (IFRS) appeared imminent. The recession
caused a delay in the convergence as efforts have been focused primarily on strategies for economic re-

Turlington and Company, L.L.P. covery; however, the delay is a temporary setback for dramatic changes that will ultimately affect U.S.
PO Box 1697 businesses of all sizes, some sooner rather than later.

509 East Center Street

Lexington, NC 27293-1697 On the surface, the IFRS convergence appears to be directed towards larger U.S. entities, particularly

SEC registrants, which operate on a global scale, seek foreign financing or possess an interest in a foreign
affiliate. However, the underlying goal is uniformity. The achievement of this goal requires use of com-
mon accounting standards by business entities, regardless of size. While similar in many respects, there

are marked differences between U.S. GAAP and IFRS that need to be fully understood in order for enti-

ties to accurately present financial information in accordance with IFRS. A complete transition to IFRS

by a U.S. company will certainly be a costly venture. Estimates of full transition costs range from .5 per-
cent to 1 percent of annual gross revenues for any given entity. It is obvious that these transition costs
will bear disproportionately on smaller entities that may not have the necessary resources to ensure a
smooth transition. This disparity, however, did not go unnoticed. The International Financial Reporting
Standard for Small and MediunSized EntitieJIFRS for SMEs) was adopted in July of 2009 as an accept-
able reporting alternative for private entities in the U.S., which comprise roughly 95 percent of all busi-
nesses. An entity is automatically disqualified
countabilityo. This essentially means an entity
entity that holds assets in a fiduciary capacity (e.g. a bank, financial institution or insurance agency) is

not allowed to use the reduced standards.

Continued on Page 2



Employee Corner

Dexter Garner

Dexter joined the
i xLexmgton office of
) Turlington and Com-
pany, L.L.P. in July
2008 after graduation
from UNC-G with a BSBA with a concentration in
accounting. Dexter is originally from Denton, NC
and is the son of Douglas Garner. Dexter is cur-
rently serving on the Communties in Schools
Board. In his spare time, he enjoys playing basket-
ball, golfing, reading and traveling. Dexter re-
cently passed the CPA exam and is awaiting the

Jill Casstevens, CPA

Jill joined the Lex-
ington office of
Turlington and Com-
pany, L.L.P in July
2004 after graduating
from the Umver51ty of North Carolina at Charlotte
with a BS in Accounting and a BSBA in Finance.
Jill is married to Chad Casstevens and they live in
Yadkinville, NC. In her spare time, Jill enjoys
playing tennis, reading and traveling. Jill is in-
volved in the Yadkin County Chamber of Com-
merce as well as the Davidson County United

issuance of his certificate. Way, where she has been a Loaned Executive and

served on the Fund Distribution panel.
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(YA N VALLEY Turlington & Company, L.L.P will be a Wine Glass Sponsor at the sixth annual Yadkin Valley
I"CL ¢ Grape Festival to be held in downtown Yadkinville on Saturday, October 17, 2009 from 11:00 a.m. to
fesuval 5:00 p.m. This festival is held to showcase

vendor displays, food, entertainment and other activities for adults and children alike. For more infor-
mation go to: www.yvgf.com.

¥

Continued from Page 1

Many regard full IFRS as less stringent than U.S. GAAP. Whereas U.S. GAAP is considered a rules-
based reporting framework, IFRS is considered a principles-based framework in which financial state-
ment preparers must exercise considerable judgment to ensure that the underlying substance of each
transaction is appropriately recorded. As a result, full IFRS is less voluminous than U.S. GAAP litera-
ture by roughly 90 percent. Even further, IFRS for SMEs weighs in at only 230 pages, which is less than
10 percent of the size of full IFRS. The standard has been scaled down to address only reporting areas
typically pertinent to smaller entities and has been rewritten in plain English for purposes of clarity and
simplification. Additionally, IFRS for SMEs has eliminated roughly 75 percent of the financial state-
ment footnote disclosures required under full IFRS. While U.S. GAAP seems to undergo constant revi-
sions and additions to further complicate reporting requirements, IFRS for SMEs will be revised only
once every three years. The result a simplified financial reporting framework that may currently be
adopted by roughly 95 percent of all U.S. businesses. While many private companies will continue to
present their financial statements in accordance with U.S. GAAP, the condensed attribute of IFRS for
SMEs will likely entice several adopters in the early stages. However, when International Financial Re-
porting Standards are mandated for all U.S. companies in the coming years, the simplification provided
by IFRS for SMEs will be widely embraced.

Dexter Garner
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ASK THE TAX PROFESSIONAL

Good News About Mistaken RMD Distributions

Many retirees are required to take a minimum distribution each year from their IRA, 401K or other
similar plan and pay income taxes on that amount. This RMD was suspended by Congress for the 2009
year. If you received such a distribution (or distributions) in error and would like to roll it back into a re-
tirement account (thus avoiding the tax), then there is good news for you. The IRS has extended the roll
over period from 60 days following receipt of the distribution to November 30, 2009, if that is later.

For example, Billy Thomas, age 72, would have had to take a $30,000 RMD in 2009 from his IRA
funded with deductible dollars. This is money that he does not necessarily need to live on because he has
substantial nonretirement plan assets. Despite this change, Billy received a distribution of $15,000 in May
of this year, and did not make a 60 day rollover of that amount to an IRA. Billy now has until November
30, 2009 to roll over the $15,000 payout into an IRA and thereby avoid having to pay tax on the distribu-
tion on his 2009 tax return. If he had received the $15,000 payout on October 30, he would have until De-
cember 29 to roll it back into an IRA (60" day following the October 30 distribution).

This extension of the roll over period is also valid for those who took voluntary distributions during

2009. Individuals should consult their tax advisor before taking advantage of this extension to determine
how it will impact their specific tax situation.

Caleb Truitt

Can I convert my traditional IRA to a Roth IRA?

Previously, taxpayers with a modified adjusted gross income of $100,000 (or more) were not permitted to
make Roth IRA conversions. However for tax years beginning after 2009, the Tax Reconciliation Act per-
mits all taxpayers to make Roth IRA conversions, regardless of your income level. If you make the Roth
IRA conversion in 2010, the IRA owner will report 50% of the conversion in 2011 and 50% in 2012,
unless he or she elects to report the income in 2010.

Will making a Roth IRA conversion stop the Required Minimum Distribution Rules of a Regular
IRA when I reach 70 '2?

Yes, there are no minimum required distribution rules for Roth IRAs for either the Roth IRA owner or the
surviving spouse of the Roth IRA owner. If the Roth IRA is left to a non-spouse heir, the heir will have to
take required minimum distributions, but the distributions will still be income tax free.

Jennifer Everhart, CPA

Do you have a question for ASK THE TAX PROFESSIONAL?
Email to acrews@turlingtonandcompany.com
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