News About
Our Partners

Greg Junek, Pat Wirth and Rick
Sovitzky recently attended the

2011 Leadership Forum and Tax
Specialty Group Alliott Conference in
Fort Lauderdale, Florida as members
and presenters. The Alliott Group is
a worldwide alliance of independent
accounting, law and consulting firms
meeting the local and crossborder
needs of its members and their clients.
Members exchange, benchmark and
share expertise and best practice
information on both a technical and
practice management level.

Dave Friedman, of the C&G lllinois
office, participated in the SkyRise
Chicago charity event to raise money
for the Rehabilitation Institute of
Chicago. Dave and his daughter
Cheryl raised almost $1,000 climbing
to the top floor of the Willis (formerly
Sears) Tower, the tallest building in
the United States. That's 110 stories!

Dave recently wrote an article for
Chicago Lawyer Magazine, “Why
They Steal: Red Flags to Watch with
Your Employees”.

Paul Rodrigues, principal, teamed up
with attorney Brent Nistler to coauthor
“Theft by Fraud in the Workplace” pub-
lished by the Wisconsin Law Journal.

Wisconsin State
Tax Updates

¢ Individual taxpayers 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.

« Effective January 1, 2011,
Wisconsin adapted to the IRS
treatment of HSAs. Exclusions
for Wisconsin income tax purposes
are now allowed for the amount
paid by an individual into a health
savings account (HSA), for earnings
from HSA contributions, and for
employer contributions.

MERGERS & ACQUISITIONS—STATE OF THE MARKET

CGK Investment Banking has changed its name
to CGK M&A Advisors to help better identify
CGK as a provider of merger and acquisition
advisory services to privately held, middle market
companies around the world. As dedicated M&A
professionals, CGK specializes in helping clients
buy and sell companies.

We saw an increase of 11% in 2010 in M&A trans-
actions over 2009, primarily driven by the appetite
of private equity firms (PE firms). Private equity
continues to increase buying while Companies
(aka synergistic or strategic buyers) continue to
hoard cash. At the end of 2010, private equity
was sitting on $485 billion of capital to invest.

As recently as the end of 2007, this number was
$200 billion. The major difference between PE
firms and Companies is that PE firms focus on
investing in acquisitions. We look for continued
interest from PE firms in 2011.

Most M&A transactions in 2010 were in
healthcare/life sciences, manufacturing and
distribution, financial services and technology
sectors. The forecast for 2011 indicates more
transactions targeting manufacturing and
distribution than any other segment.

We expect to see lending increase through-
out 2011. Banks maximum leverage is still
hovering around 2 to 2.5 times EBITDA with
some banks lending beyond a company’s
asset base, up to 0.5 times EBITDA. Banks
are slow to return to cash flow lending.

The forecast is for a continued increase
in the number of transactions in 2011 as
credit loosens and additional capital flows
into acquisitions.

Tax Breaks Present Opportunities

PAYROLL TAX SAVINGS & RETIREMENT PLAN CONTRIBUTIONS
The 2010 Tax Relief Act reduces social security tax from 6.2 % to 4.2 % for wages paid
in 2011. The maximum savings is $2,136 for an employee earning at least $106,800.

Before you spend your tax savings on a cruise, consider increasing your retirement plan
contributions. By making additional 401k contributions, you also save on income taxes.
For example, if your annual compensation is $80,000, your social security tax savings

in 2011 will be $1,600. If you increase your 401k by this amount, you could save another
$480 of income taxes, assuming a 30 percent combined federal and state tax rate.

DEPRECIATION DEDUCTIONS ON BUSINESS ASSETS
Bonus depreciation increases to 100 percent for fixed assets purchased
after September 8, 2010 and before January 1, 2012. Unlike Section
179 expensing, bonus depreciation is not capped. The 2010 and
2011 Section 179 first-year expensing limit of $500,000 is phased out
beginning at $2,000,000 of fixed asset purchases.

There are tax strategies that make the decision to take bonus depre-
ciation or Section 179 unique to each company. Bonus depreciation
can generate a net operating loss, which potentially recoups past income
taxes. However, bonus depreciation only applies to new personal property.
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ANTIFRAUD TIP: Ask what treasury management services your bank can put in place to
help you streamline and maximize your business objectives, keep working capital secure,
control the risk of fraud, and more—services like ACH fraud filters, transfer limits,
and online banking with secure login as well as the ability to check daily transfers.

Mike Heller, CPA

TAX SENIOR

Mike has been with Chortek and Gottschalk LLP for
five years. He prepares and reviews business and
individual tax returns. He is also extensively involved
in setting procedures and training new employees

in the tax department.

Mike received his bachelor’s degree in accounting
from the University of Wisconsin - Milwaukee. He
recently passed his CPA exam, consequently

becoming a new member of the American and
Wisconsin Institute of CPAs.

Mike and his wife live in Milwaukee and expect
their first daughter in early 2011. They enjoy
spending free time with their family and doing
anything outdoors, including fishing and hiking.

Email Mike at mheller@c-gcpa.com




