Helping Our
Clients Win

= C&G represented a client in

the IRS audit of their mortgage
interest expense deductions.

PROPOSED LEASE ACCOUNTING CHANGES

Your Company’s Financial Picture May Be Affected

In August 2010, an accounting draft was released
that would dramatically change lease accounting
for both lessees and lessors by requiring all leases

56 LQLWLDOO\ DVVHVVHG Wo be recegnized on the balance sheet. Current

additional tax due; however,
C&G noticed errors in the IRS
calculations. Per C&G’s request,
IRS reexamined the case and
agreed with C&G’s calculation
of no additional tax due.

C&G identified missing child tax
credits on an individual’s income
tax return previously prepared by

a national CPA firm. Client was
able to amend prior three years

of returns to claim total tax credits
of $6,000! Previous tax preparer
claimed not to know the information
needed to compute the credit. Here
at C&G, we care enough to ask!

C&G helped Quaker Bakery
Brands set up website capabilities
to accept creadit card payment
for online orders of a new retail
product, recently introduced to
the marketplace.

Wisconsin Tax
Payment Reminder
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who made Wisconsin
state estimated tax
payments for 2010 of
$20,000 or more are now
required to make 2011 estimated
tax payments using an electronic
funds transfer (EFT) method.
Waivers can be requested.

standards allow leases classified as “operating”
to be expensed as lease payments with no effect
on the company’s balance sheet. The proposed
change would eliminate operating leases and
require substantially all leases to be recorded on
the balance sheet as financings. This change
could have a significant effect on your company’s
loan covenants, financing agreements and
regulatory requirements. A few of the key effects
on the financial statements of lessees are:

+ Assets and liabilities on the balance sheet

would increase.
» Expense would be presented on the income

statement as interest and amortization
expense instead of rent.

» Timing of expense recognition would be
greater in early years and less in later years.

» Cash flows from operating activities, as
presented on the statement of cash flows,
would improve, but overall cash flow would
remain unchanged.

» Leverage and capital ratios would worsen.

« EBITDA (earnings before interest, taxes,
depreciation, and amortization) would improve.

The final standard is expected to be issued in

2011 with an effective date of 2013 or later. If you
have questions on how this proposed standard
might affect your company and its financial position,
please contact Chortek & Gottshalk, LLP.

Age-Related Financial Milestones
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Kiddie tax rules potentially apply to a child’s investment income. Income below $1,900

$JIH

is taxed at favorable rates. However, excess income may be taxed at parents’ income tax rate.

$JH

R UA minor’s custodial account is in the child’s control when age of majority as set by

state law. Steps may be taken to ensure the money is used as intended.

$JH  ACoverdell Education Savings Account (CESA), an account created as an incentive
to help parents save for education expenses, should be liquidated within 30 days of the child
turning 30 years old. Earnings not used for higher education costs are subject to taxes and
penalties. Consider rolling over to another family member.

$JH

Make additional catch-up contributions to a 401(k) plan of up to $5,500 for 2011,

assuming plan permits. Make up to $1,000 catch-up contribution to traditional or Roth IRA.

$JH  Avoid 10% premature withdrawal penalty tax when receiving distributions from former
employer’s qualified retirement plan after permanently leaving the job.

$JH
premature withdrawal penalty.

$JH

i Receive distributions from retirement plans and accounts without

Eligible to receive early but reduced Social Security retirement benefits.

Benefits reduced if income from working exceeds $14,160 in 2011.

$JH
$JH
$JIH

Eligible to receive full SS retirement benefits if born in 1943-1954.
Receive higher, postponed SS retirement benefits.
i Begin taking annual Required Minimum Distributions (RMDs) from

retirement accounts and pay resulting income taxes. Roth IRAs may be exempt

from RMD rules.

Please contact us to review your situation and minimize your income tax exposure.
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Plan. Execute. Measure.

What do you need to do to get ready for Windows 7?
Visit IT Services Newsroom at www.c-gcpa.com for details.
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L N} Windows 7 is the latest operating system new computers with Windows XP preinstalled.
| J designed for desktop computers. It replaces The new computers that are available often
\ \ e Windows Vista, the much-maligned successor cannot run Windows XP because device
J ARE‘Q)LSON CARL VOELKEL TS Windows XP. Unlike Windows Vista, drivers have not been written for Windows XP.
CSSA, MCTS CSSA Windows 7 has received more favorable
reviews and is viewed by many as what One of the major issues experienced with
Windows Vista should have been. Windows 7 Windows Vista was that software written for
is more stable and efficient than Vista, and Windows XP often would not run correctly.
more secure than Windows XP. Since the Vista and Windows 7 releases,
software vendors have had ample time to
Aside from the benefits above, it is becoming rewrite software to be compatible with
g increasingly difficult to obtain a new computer Windows 7. There should now be updates
JEFF SCHULZ NI SN with Windows XP. As of October 2010, Micro- to your mission-critical applications that are
MCITP, MCTS, MCSA, MCDST, q q -
MCDST, CSSA MCP, CSSA soft no longer allows hardware vendors to sell compatible with Windows 7.




