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Blackburn, Childers & Steagall, PLC
Selected as One of Business TN Magazine’s
2008 Best Employers in Tennessee
We are pleased to announce that BCS has been chosen as one of the top 27 best places to work in the State of Tennessee! This
was the first time we had applied for the award and there were only two companies headquartered in Upper East Tennessee that
were chosen, Blackburn, Childers, and Steagall and State of Franklin Savings Bank.
The Best Employers in Tennessee covers the entire state of Tennessee and is broken down into two categories: 16 Small/Mediumsized companies (25-249 employees) and 11 Large-sized companies (250 or more employees). The award is based on employee
surveys conducted independently by Modern Think, a company located in Pennsylvania.
While BCS has three locations we try to operate as one entity. Employees are combined from all offices to ensure the most
appropriate mix of expertise for each client’s need. Work / life balance is a priority and the Firm works with employees on required
hours and scheduling to create a family-friendly culture. BCS was established as a small family business and still strives to have that
same atmosphere as we grow.
As Partners, we realize that excellent client service is dependent on the quality and happiness of the entire BCS team.
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Best Employers in Tennessee

While the CPA Firm industry can be very intense for many firms during tax season (January – April 15th) the majority of our
employees work 50 hours or less and most do not work Saturdays during this time. Also in response to people’s commitment to
working more during tax season, we allow them to work half day Fridays during the summer. We have many others that work “flex”
schedules of various types that revolve around their family commitments and schedule.
Internally we strive to have quarterly breakfast meetings that bring everyone together. On May 12 and 13 we completed our second
annual two day Firm retreat at Doe River Gorge, where we worked on teambuilding and leadership skills. BCS is also involved in
community activities such as the Relay for Life, Dragon Boat
Races, United Way, Chamber of Commerce and various other
Boards throughout our region.
All that said, when it boils down to it we just have great people
that work at our Firm who truly care about others, are professional
in all things and create the culture and environment that makes
BCS a great place to work.
We would also like to congratulate State of Franklin Savings Bank
for being the only other business headquartered in our region to
place in the Top 20.
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An Overview of the
Tennessee Hall Income Tax
By Andy Hatfield
This article is usually dedicated to informing you of the latest federal tax law changes or advising you
on federal tax planning ideas. However, what keeps our job interesting is trying to stay abreast of
Tennessee and other various surrounding states’ tax laws as well. In this article, I will attempt to
inform (introduce to some) you of the Tennessee Hall Income tax.
Enacted in 1929, this tax was originally called the Hall Income Tax for the state senator who sponsored the legislation. The tax is
imposed on Tennessee resident individuals and certain entities domiciled in Tennessee, that receive interest and dividend income that
the state considers to be taxable.
The law dictates which types of interest and dividends are considered to be “taxable” and which are “non-taxable”. The exemptions
that offset the taxable portion of income are $1,250 for single-filing individuals, head of household, married filing separately individuals,
certain trusts and business entities. The exemption is $2,500 for married filing joint taxpayers. Thus, if taxable income is below these
thresholds then there is no filing requirement. The tax is computed at a flat rate of 6% against the taxable portion of income net of
the applicable exemption amount. The return is due on April 15th each year and can be extended until October 15th.
There are exemptions from the tax for those who are 65 years of age and older and have income less than the following threshold
amounts. Single taxpayers must have total income less than $16,200 and for married individuals total income less than $27,000. There
is also an exemption for anyone who is legally blind or a quadriplegic.
The following are some of the more common types of interest and dividend income that are considered to be taxable:

Ordinary and qualified dividends from stocks and mutual funds.

Long-term capital gain distributions from mutual funds.

Interest income from corporate bonds.

Interest income from Non-Tennessee state municipal bonds (non-taxable for federal purposes).

S-corporation distributions (typically non-taxable for federal purposes).

Certain non-federally taxable distributions from mutual funds.

Publicly traded partnership distributions of cash (non-taxable for federal purposes).

Interest income from note receivables that mature in more than six months.

Interest income from money market funds (not money market accounts from a bank).
Below are interest and dividends on some items that are considered to be non-taxable:

Bank interest income (including checking, savings, money market and certificates of deposit).

Interest income from Tennessee state municipal bonds.

Interest income from direct U.S. government obligations.

Interest income from note receivables that mature in less than six months.

Distributions from Real Estate Investment Trusts (REITs).
I am guessing that some of these items of income are probably not what you expected to be considered interest or dividend income.
That is where the challenge lies; making sure all items that Tennessee considers to be taxable are appropriately reported, even though
the state law might contradict with what federal law mandates.
The Hall Tax is a tax that more people are beginning to become burdened with. There are some planning ideas that we have to
minimize this tax and as always please contact us with any questions and let us know if we can be of assistance in planning.

Tennessee Fast Facts:
Greeneville has the only monument in the United States honoring both the Union and Confederate armies. It is located on the lawn of the
Greene County Courthouse.
When Tennessee became a state in 1796, the total population was 77,000.
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By Jim Wilson

Life Insurance
“But if anyone does not provide for his own, and especially for those
of his household, he has denied the faith and is worse than an
unbeliever.” 1Tim 5:8.
This quarter we will address the issue of life insurance. I am sure
that most of you have been approached by one of the 600,000 life
insurance agents out there waiting to sell you a policy. Here is the
straight scoop.
Basically there are only two kinds of life insurance - pure insurance which is referred to as term insurance and insurance
PLUS, which takes many forms such as whole life, universal life or variable universal life. The basic reason for anyone owning
life insurance is to provide for those who are left behind in the event of their untimely demise.
This column will attempt to address the issue of what kind of insurance to buy and the amount. First, let’s address what kind of
insurance. To arrive at this answer you must first answer the question of how much. The most precise way to determine how
much is to calculate the needs of your survivors. Since the scope of this column cannot go into that, let’s use the famous “rule
of thumb” approach. ROT says that the face amount of life insurance that you need should be anywhere from five to ten times
your annual salary. The younger you are and the more responsibilities you have, the higher the multiple. Therefore, if you are
35 years of age, married with two children, and you are the primary breadwinner of the family - you would probably want to
have life insurance coverage of eight to ten times your annual salary. I hasten to add that this might be the minimum amount
that you should have. Please note that the needs analysis approach is the best method to use.
Once we have determined how much life insurance is needed, the next question is to decide what kind. Term insurance is the
least expensive insurance that anyone can buy. If you only have so many dollars in your budget to pay for insurance, then you
should try to get the most insurance that will meet your needs for the fewest amount of dollars. Also, if you are going to need
this coverage for a longer period of time, it might be good to lock in the premium by getting what is called a level premium term
policy. These policies generally come in periods of five, ten, fifteen or twenty years. Let’s take the 35 year old who needs
coverage until the children are through college. We will assume that is going to be fifteen years. This individual could purchase
a $250,000 policy for approximately $150/year for a non-smoker.
In order to get the best price it would be well to get more than one quote. Planning for this area of your financial plan is a very
important key for the welfare of your family

Doe River Gorge
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Sharing Your Outlook
2007 Calendar Online
By Jonathan Phillippe
Don Wallingford and I recently gave a talk at the local meeting of AICPA and discussed many of the new and exciting features in
Office 2007. This article is much too short to cover everything we discussed so I will focus on one thing, sharing your calendar.
Outlook 2007 has many ways to share your calendar with others. Here is one especially helpful way to share your calendar by
publishing it to Office Online.
Some may ask what is calendar sharing and why would I need it. Well, when you use Outlook with an office, calendars can be
shared between people. Calendar sharing is not limited to the calendar that is created automatically. You can create additional
calendars and choose which of those to share. For example, you can create a calendar folder for a project and share it with your
co-workers. You can also give them permission to modify the events and appointments in the calendar. Sharing your calendar
inside an organization has been available for many years and is only available if you use a Microsoft Exchange Server 2000, 2003,
or 2007 account. To find out if this is available in your office contact your Network Administrator.
For those of you who are using your Outlook calendar at home, sharing your calendar to Office Online allows people with Internet
access to see your schedule. You have control over who can view the calendar and you can remove the calendar at any time.
This powerful tool helps bridge the gap between parents and children, collaborating professionals, and friends. These are the
steps you can take to publish your calendar to Office Online.
1. In Calendar, in the Navigation Pane, right-click the calendar you want to publish.
2. On the shortcut menu, click Publish to Office Online.
3. If this is the first time you have published a calendar to Office Online, you must register for Office Online by using your
Windows Live ID account. If you do not have a free Windows Live ID account, you can create one. Follow the
instructions on your screen.
4. Next to Time Span, select the number of days for which you want to share your calendar.
5. Next to Detail, click the arrow and choose the amount of detail to share. If you want, select the Show time within my
working hours only check box to restrict shared details to your working hours specified in Outlook.
6. Next to Permissions, choose whether your calendar information can be viewed only by specified people or searched and
viewed by anyone using Office Online.
7. If you are publishing a calendar that anyone can view and search, type a description of your calendar in the Description
box. This information helps other Office Online users find your calendar.
By default, this calendar will be periodically updated. Changes to the
calendar are published to Office Online during the next manual or
automatic send/receive. By default, there is a 30 minute interval between
each send/receive for each Send/Receive group. If you change the
automatic send/receive interval to less than 20 minutes, calendar updates
to Office Online are sent at a minimum 20 minute interval.
To upload this calendar and then never provide updates, click Advanced,
and then click Single Upload: Updates will not be uploaded.
8. Click OK.
For more information on sharing your Microsoft Outlook 2007 Calendar, you can
visit the following site:
http://office.microsoft.com/en-us/outlook/HA102504241033.aspx.
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The Fallon Group
By Angie Tallent

To boldly go where no company has gone before…..
Captain’s Log: Stardate May 19, 2008. I approach a mysterious unmarked building – uncertain of what I’ll find
inside. I cautiously enter the front doors and am greeted by a familiar life form. “Take me to your leader,” I ask,
and with a warm smile I’m led down a hallway towards what appears to be the control room. All the while I’m keeping an eye open
for the cleverly camouflaged door leading to a secret lab.
Once inside the control room, a room that is eerily similar to a sleek conference
room, I am greeted by a life form that has taken the shape of my good friend,
Martin McCool. Upon further investigation, I discover it actually IS my good
friend; and this is the building where he works. He quickly dispels the myth that
this is a top secret alien lab and upon my request delivers a brief synopsis of what
type of work is actually performed at this location.
Shortly into our conversation, Shannon McCool enters the room. He is the “leader”
I’ve been waiting for – the leader of The Fallon Group, formerly Bolling, McCool
& Twist, that is. With my curiosity peaked, I am anxious for Shannon to give me
the history of the company and specific workings of their business.

To deny the facts would be illogical…
Shannon McCool
Shannon explains that he’s worked as a pharmacist, sales representative for Eli
Lilly pharmaceutical company, strategic planner for global pharmaceutical
companies, and eventually Vice-President of Beecham - a Fortune 500 company. After climbing the corporate ladder and moving
five times in ten years, he was ready to find a place to put down roots. He and his family decided to call Johnson City, Tennessee,
home. He could have practiced as a pharmacist again; but during Shannon’s time at Beecham, he realized there was a shortage of
good pharmaceutical company consultants. He felt there was a niche for this type of work in the pharmaceutical industry and
formed his own consulting company.
Shannon anticipated the client base would consist of small start-up companies, but early on it became clear that would not be the
case. It turns out the majority of their clients were major pharmaceutical companies. He found they were fully booked all the time.
Next, they moved into the biotechnology arena. They represented small biotech companies that did not have the negotiating skills
necessary to forge deals with big companies.

Mission: To explore strange new worlds, to seek out new life & new civilizations
A few years ago, the University of Tennessee faculty stumbled onto “something” and asked Shannon to look at it (he is listed as
faculty at UT). The University could own inventions, and the inventors could build companies around them. They needed help with
licensing and business formation/development, but The Fallon Group was a consulting firm. This was new territory for them.
At this point in the company’s life, it was time to ask the question, “What are we good at?” They felt
their strength was picking early stage technologies – specifically, identifying early stage compounds
that could be developed and guided to commercialization. Shannon consulted with Jeff Blackburn
and a local attorney concerning support for biotechnology companies in the Tri-Cities. Both people
were encouraging but had healthy skepticism. So, the question remained: To do - or not to do.
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Resistance is futile…
Recognizing their strength to identify early stage products with commercial potential, they decided
to pursue management of biotech start-up companies. So, now, in addition to consulting they can
help companies that are still in the development stage of a product by doing everything except the
lab work and product research. For example: They can find the money through grants or investors
for research/product development, write all of the necessary contracts for legal review, write
private offerings, provide an analysis of the industry, research the market and handle the day-to-day management of the company.
They use the least expensive management approach by combining resources, thus they can charge about one-third of what other
companies do.
Two of the companies managed by The Fallon Group are RxBio and ED Laboratories. A brief description of each borrowed from
their websites is listed below:

RxBio
www.rxbio.com

RxBio is an early stage biotechnology company whose near-term focus is the development
of novel and proprietary products that protect: a) against lethal whole-body radiation, and b)
against damage to the GI tract due to radiation, chemotherapy, and various toxins.
Longer term, the company is focused on the development of novel cancer agents as well as
agents that block plaque build-up in blood vessels.
Our Mission
RxBio is dedicated to the discovery,
development, and commercialization of
its small-molecule platform technology
to bring about life-changing therapeutics
for mankind.

ED Laboratories, Inc.
A biotech start-up company bringing new
hope in the battle against deadly and
devastating brain and eye tumors based
on its Novel and Proprietary Technologies
for Glioblastoma brain tumors and
Retinoblastoma eye tumors.

ED Laboratories, Inc.
www.edlaboratories.com

Our Mission
ED Laboratories is dedicated to the discovery, development, and
commercialization of its small-molecule technology to bring about life-changing
therapeutics for mankind.
Live long and prosper
At the end of our voyage, I was excited about my new found knowledge of a
world I was not aware existed – much less understand. Like a Captain Kirk narrative, I was reflective of the final words spoken
by the leader of this strange new world: We must leave a legacy-it’s not all about the bottom line. We must do what is best for
humanity. My mission may be over, but The Fallon Group is moving WARP SPEED AHEAD.

Beam me up, Scotty.
Want to learn more about the services offered by The Fallon Group or information about RxBio and ED Laboratories? Visit their
website at: www.fallongroup.com
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INTERNAL CONTROLS!
YOU WANT WHAT DOCUMENTED?
By Chad Kisner
For many years now internal controls have often been “thought” to be in place. However, it was a rare occurrence when some form
of actual documentation of such controls existed. Moreover, if ever documented at some point in time odds are if pulled off the shelf
(and dusted off) they would likely be outdated at this point in time. So, the question becomes, “how do we as an organization
document these and keep them relevant?”
First let’s examine some common thoughts of control types. These include:

f
f
f
f
f
f
f

Preventative
Detective
Completeness
Accuracy
Authorization
Segregation of Duties
Security

Not all of these control types will be covered for every function or activity of the entity but of course at least one should be. If you
have a control that does not address at least one type above then you may want to reconsider if you have an “effective” control.
Now, you have a sense of the types so how do you document them? Control documentation can come in many forms. Flowcharts
and matrixes are often easier to begin and less time-consuming to complete. These two forms are often more likely to be updated
when processes change or employees turnover. Another method is by narrative documentation of controls. While this is likely the
most exhaustive tool it is also the most time-consuming and less likely to stay updated as items change in the future.
Often a good way to start the process is to have key personnel throughout the organization document the controls of their area.
These matrixes or charts can then be reviewed by a consolidated approach by the CFO and ultimately reviewed and voted upon by
the finance committee or other applicable board.
External auditors are interested in the documentation of controls in non-public companies more now than they ever have been before.
If your organization’s internal controls are currently not documented, it should be an initiative that should begin as soon as possible –
not just for the auditors but for the best interest of the organization.

My Chat With…Vickie Potts
By MeLissa Crockett
Vickie Potts joined BCS in
November of 2007 as an
Administrative Assistant in our
Kingsport Office. She comes to BCS
with over fourteen years of
experience in Human Resources/
administration, payroll, secretarial/
clerical, light accounting/bookkeeping, and general public
sales. Her strengths are focused on defined work ethics
and organizational skills. She graduated from Sullivan
North High School in Kingsport, Tennessee.
Vickie is married to Chris Potts and has two children,
Christopher and Kaitlin. She enjoys scrapbooking,
cooking and sporting events.
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Personal Lines
Kristen and Channing Richardson welcomed their
first child Cade Michael Richardson. He was born
March 20th and weighed 6.74 pounds and was 20
inches long.

David and Sarah Hackney welcomed their second child
John “Caleb” Hackney. He was born March 3rd and
weighed 10 pounds and 13 ounces was 21 ½ inches long.

Noel and Kevin Hebert welcomed their first child
Cody Clayton Hebert. He was born on April 4th and
weighed 9 pounds and was 21 inches long.

Nikki Haynes married Jason Cole in a small ceremony in Gatlinburg
on April 19th. Also Nikki graduated this year Magna Cum Laude from
King College with a Bachelors of Business Administration.

Myra O’Dell graduated May 10th from Milligan College
with a Masters in Business Administration.

Mitzi Malone graduated May 6th from Northeast State
Community College with an Associates Degree in
Accounting.

Brittany Johnson graduated on May 3rd from East Tennessee State
University, College of Business and Technology with a Bachelors of
Business Administration in Accountancy, with a minor in Spanish and
began full time in May 2008.

Bobby Potter graduated May 3rd from East Tennessee
State University, College of Business and Technology with
a Bachelors of Business Administration in Accountancy
and began with BCS full time in May 2008.
Jonathan Phillippe recently acquired
the designation of “Microsoft Certified
Professional” (MCP). The MCP
credential is for professionals who have
the skills to successfully implement a
Microsoft product or technology as part
of a business solution in an organization.

Melissa Steagall Jones is the Chair
of the Board for the Johnson City
Chamber of Commerce.
After graduating summa cum laude from East Tennessee
State University in 2006, Brandy Stykes joined
Blackburn, Childers, and Steagall as an audit intern. She
went on to receive her Master’s Degree in Accounting
from ETSU in 2007. She began with BCS full-time in
January 2008 and works in both the tax and audit
departments.
Tara Bradley was hired full-time in the Audit Department
at BCS in January 2008. She started as an intern during
the summer of 2007. Tara graduated from East Tennessee
State University in May 2007, with a Bachelor of Business
Administration Degree in Accounting.

Top Ten Most Common Passwords
1. password 6. monkey
2. 123456

7. myspace1

3. qwerty

8. password1

4. abc123

9. blink182

5. letmein

10. (your first name)

From PC magazine May 2007
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REMINDER
Minimum Wage will increase
on July 24, 2008 to $6.55 per
hour.

For more interest in Doe River Gorge please visit www.doerivergorge.com

www.bcscpa.com
www.bcsfinancial.com

