
TAX AND WEALTH ADVISOR ALERT:
UNDERSTANDING COMMON NOTICES
INDIVIDUALS RECEIVE FROM THE IRS

Although tax season may end for many individuals after returns are filed on April 15, for
others it may be just the beginning. Many people receive a notice from the IRS as they
process returns. These communications from the IRS are common and aren’t necessarily a
sign of trouble. If you receive a notice, read it carefully, address it promptly, and consider
whether you should contact a lawyer.

Most notices from the IRS are regarding incomplete or incorrect information on taxpayer’s tax
forms, but there are plenty of other reasons the agency might be contacting you. The IRS
website notes that the IRS sends notices and letters to individuals for the following reasons:

You are due money.
You owe money.
You need to provide additional information or clarify part of your tax return.
You need to verify your identity.
Your tax return has a processing delay.

Each notice or letter contains a lot of valuable information, so it is particularly important that
you read it carefully. Any communication you receive from the IRS will have a code on the
right side at either the top or the bottom. The codes on notices begin with CP. The codes on
letters begin with LTR. Here are some common notices the IRS sends out, identified by code.

CP2000 Notice

The IRS sends taxpayers this notice when the information they have on file does not match
the information provided on the tax return. There might need to be an adjustment to your tax
forms.

For example, your employer originally sent you a W-2 with incorrect information. They later
sent an amended W-2, but you used the incorrect W-2 when completing your taxes.

If the notice alerts you to a discrepancy in your tax filing, it will explain how the IRS
determined the error. You can either agree and sign off on the proposed changes or explain
why you disagree, including providing relevant documents. You typically will be given 30
days to respond.

CP3219A Notice

If you fail to resolve the issue highlighted by a CP2000 Notice, the IRS sends a CP3219A
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Notice. Known as the Statutory Notice of Deficiency, this form gives you 90 days to reply.
Like a CP2000 Notice, you can either agree or disagree with the changes when you respond.

Failure to reply to this notification can bar your ability to appeal and contest the issue in Tax
Court.

CP3219N Notice

When the IRS has not received your tax return, they will send you this notice. You have 90
days to reply. If you believe you did not have to file a return but receive this notice, you
should contact the IRS.

CP501 Notice

The IRS sends this to remind taxpayers that they have 21 days to pay any outstanding tax. If
you cannot pay what you still owe, you can see if you qualify for a payment plan.

CP501 Notices are generally the first notice sent. If you do not reply within 15 days, the IRS
will then send a CP503 notice. If you receive a CP503 notice but believe you have resolved
the issue, you should contact the IRS for confirmation.

If you fail to respond to this notice, the IRS can levy interest and penalties as well as file a
Notice of a Federal Tax Lien. Like other notices, you can disagree with the IRS’s calculations.
You should be prepared to offer documentation to show their error.

CP14 Notice

This communication closely relates to CP501. It lets you know that the IRS believes you
underpaid the amount due on your taxes.

Similar to a CP501 Notice, failure to respond in the required time period can result in
additional penalties and accruing interest.

Timely Action

If you have received communication from the IRS, you should act promptly.

Failure to act in a timely manner can cause serious problems. Additional fees and interest
can accrue on unpaid tax. If you disagree with the IRS’s determinations, failure to reply may
bar you from appealing the decision.

It is especially critical to respond to an IRS notice if you’re unable to pay the full amount you
owe on your taxes, because the agency may allow you to arrange a payment plan.
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Beware of Scams

There are scammers out there who will send fake IRS letters and notices in an effort to obtain
your personal information or even a check. Whenever you get a communication from the IRS,
examine it carefully to make sure it is legitimate. If you are unsure, contact the IRS directly or
reach out to a tax professional or attorney for guidance.

Contact Qualified Tax Attorneys

If you have received a notification from the IRS, contact Attorney Britany Morrison at one of
Wisconsin’s premiere law firms, O’Neil Cannon

TAX AND WEALTH ADVISOR ALERT: HOW DOES
LIFE INSURANCE WORK WITH AN ESTATE PLAN?

We must always expect the unexpected. We can be careful and prudent in our daily lives, but
there are certain things that are out of our control, like death. In the event of your untimely
death, are you able to provide ongoing support to your loved ones and important causes? By
securing life insurance and establishing a comprehensive estate plan, you can help protect
your family and loved ones and support your charitable causes after your death.

What is Life Insurance?

Life insurance is a contract with an insurance company that provides a sum of money to a
designated person or entity upon the death of the insured person. Some policies also contain
provisions that permit a payout upon a specific event, such as a terminal or critical illness.
Buying life insurance is a common way for people to plan for the future of their families,
loved ones, businesses, or other causes. It is important to understand what type of life
insurance suits your needs.

What are the Different Types of Life Insurance?

There are two main types of life insurance that an individual can purchase: term life
insurance and permanent life insurance.

Term life insurance – This type of life insurance provides a death benefit upon the death
of the covered insured during a specific, fixed period, often 1 to 30 years. The policy will
pay out benefits to the designated beneficiary if the insured dies during the policy’s
term. Term life insurance is often purchased by individuals who want coverage for
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specific reasons in the event of their death, such as taking care of minor children or
paying off a mortgage. Term life insurance is more affordable than permanent life
insurance, as it only offers benefits for the term of the policy. If you have a small estate
that is simple to manage, then term life insurance might be your best option.
Permanent life insurance – This type of insurance provides a death benefit upon the
death of the covered insured and a cash value that the covered insured may be able to
access during their life. Common forms of permanent life insurance are whole life,
universal life, variable life, and variable universal life insurance. Permanent life
insurance is commonly purchased by individuals who have large estates that are
complex to manage. While permanent life insurance is more expensive than term life
insurance, its potential benefits can be much greater. If you have a special-need heir,
large assets that are difficult to divide, or high estate taxes that will burden the
beneficiary, then permanent life insurance might be your best option.

For both types of insurance, it is important to pay the premiums. With term life insurance, the
policy typically lapses if you fail to pay a premium and your beneficiaries will obtain no
benefit upon your death. With permanent life insurance, the contract may provide different
choices if you fail to pay the premiums.

Make sure to work with an experienced estate planning attorney and your insurance agent to
evaluate your situation and determine what type and level of insurance are best for you and
your loved ones. Your current decisions can benefit future generations if you plan
appropriately.

What are the Most Common Benefits of Having Life Insurance?

There are several important benefits that can be realized with the appropriate type and level
of life insurance. Some of the most common benefits of life insurance include:

Taking care of loved ones
Maximizing wealth
Paying off mortgages or other debts
Securing a long-term legacy
Protecting a business long-term
Putting wealth into important causes
Leaving a gift to charity

It is important to secure a policy that meets your long-term goals. Make sure you consider
your choices so your plan is the best fit for you.

What is an Estate Plan?

Estate planning is the process of thinking about what will happen to your money, property,
and other possessions after you die. Estate planning can determine how your affairs will be
handled in the event that you become unable to care for yourself. Estate planning may also



include planning for the long-term succession of a business. A goal of estate planning often is
to minimize the amount of taxes and other expenses that arise upon death. Your personal
goals and wishes should drive the type of estate plan you create. There are different
mechanisms to develop a comprehensive estate plan, which can include:

Will
Trusts
Powers of appointment
Determination of property ownership and retitling of property
Gifts
Powers of attorney

A comprehensive estate plan should be tailored to your needs and your desires and should
not be a cookie-cutter form document.

How Can Life Insurance Work with an Estate Plan?

The appropriate life insurance policy can be a significant part of your estate plan. Often,
individuals simply designate a family member as the beneficiary of a life insurance policy
without considering their overall estate planning goals. This can result in unintended
consequences such as unequal distribution to beneficiaries or tax implications. Designating
the right beneficiary on any insurance policy is important to achieve your estate planning
goals.

TAX AND WEALTH ADVISOR ALERT: IRS
REMINDS INDIVIDUAL TAXPAYERS OF
SEPTEMBER 15 DEADLINE FOR THIRD QUARTER
ESTIMATED TAX PAYMENTS

The IRS has reminded taxpayers who pay estimated taxes that the deadline to submit their
third quarter estimated tax payments is September 15, 2022. The fourth and final estimated
tax payment for tax year 2022 is due January 17, 2023.  Taxpayers not subject to
withholding, such as those who are self-employed, investors, or retirees, may need to make
quarterly estimated tax payments. Taxpayers with other income not subject to withholding,
including interest, dividends, capital gains, alimony, cryptocurrency, and rental income, also
normally need to make estimated tax payments.

In most cases, individual taxpayers need to make estimated tax payments if they expect
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their tax liability to be at least $1,000 for the tax year 2022, after subtracting their
withholding and tax credits. Special rules  apply to some groups of taxpayers, such as
farmers, fishermen, casualty and disaster victims, those who recently became disabled,
recent retirees, and those who receive income unevenly during the year.

To compute estimated tax, individuals must determine their expected Adjusted Gross Income
(AGI), taxable income, taxes, deductions, and credits for the year. While calculating their
2022 estimated tax, it is helpful for taxpayers to use their income, deductions, and credits for
2021 as a starting point. Taxpayers can avoid underpayment penalties by making payments
of at least 90% of the tax expected on their 2022 income tax return, or by making payments
of at least 100% of the tax shown on their 2021 income tax return. The IRS may waive such
penalties for underpayment due to unusual circumstances, but not willful neglect.

Additional information regarding individuals that need to make Federal and Wisconsin
estimated tax payments and how to make such payments can be found here. For questions
or further information relating to estimated tax payments, please contact Attorney Britany E.
Morrison.

 

OCHDL IS PLEASED TO ANNOUNCE THAT SAM
NELSON HAS JOINED THE FIRM
Attorney Samuel D. Nelson, a magna cum laude graduate of Marquette University Law
School, has joined O’Neil, Cannon, Hollman, DeJong and Laing. Sam will join the firm’s
Business Law Practice Group, where he will be assisting clients in a wide variety of business
law matters. While in law school, Sam was a research assistant to Dean and Professor Joseph
Kearney at Marquette University Law School and a board member for the Marquette
University Law Review. He also volunteered for both the Milwaukee Justice Center and the
ABA Legal Answers Clinic. We are very pleased to have Sam join OCHDL.
 
OCHDL, founded in Milwaukee in 1973, is a full-service law firm that focuses on meeting the
many needs of businesses and their owners. Our experienced attorneys work with businesses
and their owners at all stages of the business life cycle, helping them start, grow, and
transition their businesses. We also assist business owners with their personal legal needs,
including tax and estate planning, and family law. For more information about the types of
services we provide, please visit our website or contact your OCHDL attorney.
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19 OCHDL LAWYERS SELECTED AS 2023 BEST
LAWYERS®; ANOTHER 4 NAMED BEST
LAWYERS: ONES TO WATCH

We are pleased to announce 19 of our lawyers have been included in the 2023 Edition of The
Best Lawyers in America, and an additional four have been selected as 2023 Best Lawyers:
Ones to Watch.

The following are the O’Neil, Cannon, Hollman, DeJong and Laing lawyers named to the 2023
lists:

Best Lawyers in America

Douglas P. Dehler – Litigation – Insurance

James G. DeJong – Corporate Law, Mergers and Acquisitions Law, and Securities /
Capital Markets Law

Seth E. Dizard – Bankruptcy and Creditor Debtor Rights / Insolvency and Reorganization
Law and Litigation – Bankruptcy

Peter J. Faust – Corporate Law and Mergers and Acquisitions Law

John G. Gehringer – Commercial Litigation, Construction Law, Corporate Law, and Real
Estate Law

Joseph E. Gumina – Employment Law – Management and Litigation – Labor and
Employment

Dennis W. Hollman – Corporate Law and Trusts and Estates

Grant C. Killoran – Commercial Litigation and Litigation – Health Care

JB Koenings – Corporate Law

Dean P. Laing – Commercial Litigation, Personal Injury Litigation – Plaintiffs, and Product
Liability Litigation – Defendants

Gregory W. Lyons – Commercial Litigation and Litigation – Insurance

Patrick G. McBride – Commercial Litigation

Joseph D. Newbold – Commercial Litigation

Chad J. Richter – Business Organizations (including LLCs and Partnerships) and
Corporate Law
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John R. Schreiber – Bankruptcy and Creditor Debtor Rights / Insolvency and
Reorganization Law and Litigation – Bankruptcy

Jason R. Scoby – Corporate Law

Steven J. Slawinski – Construction Law

Best Lawyers: Ones to Watch

Trevor C. Lippman – Litigation – Trusts and Estates

Erica N. Reib – Labor and Employment Law – Management and Litigation – Labor and
Employment

Kelly M. Spott – Trusts and Estates

Christa D. Wittenberg – Commercial Litigation

About Best Lawyers

Best Lawyers has published their list for over three decades, earning the respect of the
profession, the media, and the public as the most reliable, unbiased source of legal referrals.

Best Lawyers: Ones to Watch recognizes associates and other lawyers who are earlier in their
careers for their outstanding professional excellence in private practice in the United States.

Lawyers on The Best Lawyers in America and Best Lawyers: Ones to Watch lists are divided
by geographic region and practice areas. They are reviewed by their peers on the basis of
professional expertise, and they undergo an authentication process to make sure they are in
current practice and in good standing.

EMPLOYMENT LAWSCENE ALERT: SEVENTH
CIRCUIT HOLDS THAT LIGHT DUTY POLICY DID
NOT VIOLATE THE PDA

On August 16, 2022, the U.S. Court of Appeals for the Seventh Circuit issued a decision in
EEOC v. Wal-Mart Stores East, L.P. (found here), holding that Wal-Mart did not discriminate
against pregnant employees by reserving temporary light duty positions only for those
employees injured on the job. The Equal Employment Opportunity Commission (EEOC)
commenced its action against Wal-Mart in 2018 by claiming that Wal-Mart’s denial of
temporary light duty work to pregnant women violated Title VII of the Civil Rights Act of 1964

https://www.wilaw.com/employment-lawscene-alert-seventh-circuit-holds-that-employer-did-not-discriminate-against-pregnant-employees-by-reserving-light-duty-positions-only-for-employees-injured-on-the-job/
https://www.wilaw.com/employment-lawscene-alert-seventh-circuit-holds-that-employer-did-not-discriminate-against-pregnant-employees-by-reserving-light-duty-positions-only-for-employees-injured-on-the-job/
https://www.wilaw.com/employment-lawscene-alert-seventh-circuit-holds-that-employer-did-not-discriminate-against-pregnant-employees-by-reserving-light-duty-positions-only-for-employees-injured-on-the-job/
https://www.wilaw.com/wp-content/uploads/2022/08/DECISION-WALMART-DID-NOT-DISCRIMINATE-WITH-LIGHT-DUTY-POSITIONS-RESERVED-FOR-INJURED-WORKERS-08-16-2022-01827097x7A794.pdf


(Title VII) and the Pregnancy Discrimination Act (PDA). The federal district court granted Wal-
Mart summary judgment dismissing the EEOC’s lawsuit. The EEOC then appealed the federal
district court’s dismissal of its case to the Seventh Circuit. The EEOC argued that
accommodating all employees injured on the job by providing these employees a temporary
light duty position and not providing a similar accommodation to pregnant employees
constituted a clear case of sex discrimination in violation of Title VII and the PDA. The
Seventh Circuit disagreed.

If this fact scenario sounds vaguely familiar, it should, because in 2015 the U.S. Supreme
Court addressed similar facts in Young v. UPS. In the Young case, the U.S. Supreme Court
decided whether the PDA allows an employer to have a policy that accommodates some, but
not all, workers with non-pregnancy related disabilities but does not accommodate
pregnancy-related conditions. In Young, UPS offered temporary light duty positions to not
only employees injured on the job, but also for other reasons, including those employees who
had lost their Department of Transportation certification. The employee in Young argued
that employers who provide work accommodations to non-pregnant employees must do the
same for pregnant employees who are similarly restricted in their ability to work. The U.S.
Supreme Court, however, rejected the employee’s interpretation of the PDA since it
essentially would give pregnant employees an unconditional “most-favored-nations” status
because pregnant employees would have to receive the same accommodations that any
other employee received for any reason. Congress never intended to provide pregnant
employees such broad protections.

Instead, the U.S. Supreme Court in Young held that a pregnant employee can establish a case
of pregnancy discrimination relative to an employer’s application of its light duty policy by
showing, among other things, that the employer provided light duty positions to others (i.e.,
non-pregnant employees) similar in their ability or inability to work. If an employee can
establish this critical element of her prima facie case of discrimination (the “first step”), then
the burden shifts to the employer (the “second step”) to articulate a “legitimate,
nondiscriminatory” business reason for denying the accommodation. An employee can then
overcome the employer’s legitimate business reason by showing (the “third step”) that the
employer provided favorable treatment to some non-pregnant employees whose
circumstances cannot be distinguished from that of pregnant employees.

In defending its temporary light duty program before the Seventh Circuit, Wal-Mart presented
a legitimate business reason by arguing that its program is part of its overall worker’s
compensation program to bring injured employees back to work as soon as possible while
limiting the company’s “legal exposure” under Wisconsin’s worker’s compensation statute
and to avoid the cost of hiring people to replace the injured employee. The Seventh Circuit
found that offering temporary light duty work to employees injured on the job for these
reasons was a “legitimate nondiscriminatory” and neutral justification for denying light duty
accommodations to individuals not injured on the job, including pregnant women. According



to the Seventh Circuit, Wal-Mart’s articulation of a legitimate nondiscriminatory reason
supporting the business purpose of its temporary light duty program then shifted the burden
to the employee to provide sufficient evidence that Wal-Mart’s policy imposed a significant
burden on pregnant employees and that the employer’s legitimate business reason was not
sufficiently strong to support that burden.

The EEOC argued, however, that Wal-Mart did not meet its burden under the second step
(making the third step unnecessary) because the PDA and the Young decision required
employers to do more than simply establish that their light duty policy was designed to
benefit a particular group of non-pregnant employees. Instead, the EEOC argued, the PDA
and the Young decision required employers to meet a higher burden under the second step
by requiring employers to explain why pregnant employees are excluded from the program,
just not articulate a justification that the program benefited a particular group of non-
pregnant employees when, according to the EEOC, Wal-Mart’s light duty program could have
easily accommodated pregnant employees. The Seventh Circuit rejected the EEOC’s
argument and called it a stretch to hold that the Congress intended such a heightened
burden under the PDA.

The Seventh Circuit held that its decision was consistent with the requirements of the PDA
that provides that pregnant women must be “treated the same” as others “similar in their
ability or inability to work.” The Seventh Circuit also found that its decision was aligned with
the U.S. Supreme Court’s holding in Young because unlike Wal-Mart’s policy, UPS’s light duty
policy seemed to accommodate almost every other group of employees with lifting
restrictions, not just those inured on the job (like Wal-Mart’s), who were similar to pregnant
employees in their ability or inability to work. Wal-Mart, on the other hand, limited application
of its light duty policy exclusively to those employees who were injured on the job. The
Seventh Circuit stated that the EEOC fell short in establishing disparate treatment
discrimination because the EEOC could not offer evidence of comparators who were similar to
pregnant women in their ability or inability to work and who benefited from the light duty
program, other than employees injured on the job.

In designing a temporary light duty policy for employees injured on the job, employers should
be mindful that it is important to develop a strong “legitimate and nondiscriminatory” basis
that properly articulates the business reason why the policy is designed to protect a limited
class of employees (e.g., employees injured on the job) to the exclusion of others in order to
avoid claims of sex discrimination under Title VII and the PDA when pregnant employees are
denied accommodations under the policy. It is also important for employers to consistently
apply their temporary light duty policies in a non-discriminatory manner by allowing only
employees for which the policy was legitimately designed to seek accommodations under the
policy— specifically, those employees suffering on-the-job injuries. Also, making exceptions
to a temporary light duty policy designed to benefit employees injured on the job or
designing a light duty policy that applies to broad categories of other employees can make



such a policy susceptible to a claim of sex discrimination under Title VII and the PDA if it does
not treat pregnant women the same as other employees not so affected but similar in their
ability or inability to work.

As always, O’Neil Cannon is here for you to protect your interests. We encourage you to
reach out to our labor and employment law team with any questions, concerns, or legal
issues related to temporary light duty policies in the workplace.

AN EDUCATIONAL BUSINESS SERIES FOR
SUCCESS: DEFINING HOW OWNERSHIP
INTEREST(S) CAN BE TRANSFERRED IF ONE OR
MORE OF THE OWNERS CAN NO LONGER OR DO
NOT WANT TO CONTINUE IN THE BUSINESS

In our last article, we explained why setting in place an exit strategy when the time comes
and minimizing the potential for conflict is important. In this post, we will be discussing how
ownership interest(s) can be transferred if one or more of the owners can no longer or do not
want to continue in the business.

PART 3 – DEFINING HOW OWNERSHIP INTEREST(S) CAN BE TRANSFERRED IF ONE
OR MORE OF THE OWNERS CAN NO LONGER OR DO NOT WANT TO CONTINUE IN
THE BUSINESS

Your business is soaring along, meeting or exceeding all projections and expectations, and
then suddenly one of the owners wants to pull out of the company. Or something disastrous
happens and an owner simply cannot continue.

There is a myriad of reasons an owner may leave the business, including simply not having
the passion to remain in it, but no matter what, you can and should be prepared. Whether
your business continues to function at a high level or crumbles during this transitional period
depends on how well you have anticipated situations that involve transfers of ownership
interests. A well-drafted buy-sell agreement can help keep your business on track by defining
how and when ownership interests can be transferred, and for how much.

Typical Buy-Sell Provisions

In many cases, the owner’s interest must be sold back to the company, the remaining
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shareholders, or a combination thereof. A solid buy-sell agreement may be structured in
several different ways and account for differing triggering events. In all cases, however, the
buy-sell agreement should specify the value of the interest after the owners agree on the
method of valuation.

In the most common scenario involving the death or disability of an owner, co-owners are
required to buy the departing owner’s share. Under what is commonly called a “cross-
purchase plan,” each owner would buy a life insurance policy on every other owner and pay
the premiums, either personally or using business funds. The remaining owner or owners
could then purchase the departing owner’s interest from their heirs using the life insurance
proceeds.

When the business itself will buy the departing owner’s share upon the death of an owner,
the buy-sell is funded with a life insurance policy bought by the business and on which it pays
the premiums. The business would then use the proceeds of the policy to purchase the
owner’s share from their heirs.

In a situation in which a sole proprietor has handpicked someone to take over the business, a
one-way buy-sell agreement may be the best choice. In this case, the chosen
person—whether it is an employee, child, sibling, spouse, etc.—would buy an insurance policy
on the owner and name themselves as the beneficiary. Premiums may be paid by the
business or by the future owner.

Buy-sell agreements may also give the business the option to buy a departing owner’s
interest first. If the business declines, the option then moves to the remaining owners, but if
they do not buy all the remaining interest, the business must buy it. This type of
arrangement is called a “wait and see” plan because it allows the business to decide whether
it makes good financial and tax sense to purchase the departing owner’s shares at the time
of the triggering event.

A buy-sell agreement may also provide remaining owners with a “right of first refusal,” giving
them the option to buy the departing owner’s interest before it is offered to anyone else for
purchase. This provision can help ensure that the remaining owners maintain a say in who
their future partner will be, though it is not foolproof if the remaining owners do not have the
funds available to buy the interest.

Remember, too, that owners do not always have equal shares in the business, and that
means that separate buy-sell agreements may be in order. For example, a buy-sell for a
minority owner may require them to sell their interest to the majority owner while one for the
majority owner may prefer that a particular person, such as a child, take over their shares.

Overall, a comprehensive buy-sell agreement can cover many triggering events and



scenarios while also keeping all current owners happy both during the course of business and
in the case that the contract must kick in. The best buy-sell for your business will minimize
potential conflict while also considering exactly what your specific business needs as well as
potential tax consequences.

Check out our next article in our business series covering what types of protection needs to
be considered in a transition.

If you have questions about your company’s succession, please contact a member of our
Estate and Business Succession Planning team.

OTHER ARTICLES IN THIS SERIES:
An Educational Business Series for Success: Setting in Place an Exit Strategy When the
Time Comes and Minimizing the Potential for Conflict
An Educational Business Series for Success: Why Buy-Sell Agreements are Necessary
Even if You Don’t Plan to Sell Your Company Soon

TAX AND WEALTH ADVISOR ALERT: ESTATE
AND TAX PLANNING DURING MARKET TUMULT

The worldwide equity market tumult is creating some unique and unprecedented challenges.
However, plunging asset values are presenting some rare opportunities in wealth planning
that are often only seen once in a generation. Below are some strategies you may wish to
incorporate into your estate and tax planning during this time.

Basic Estate Planning: Now, more so than ever, it is important to make sure your family is
provided for in your estate plan. This means reviewing your current estate planning
documents to ensure the principal documents are in order. Wills, revocable trusts, powers of
attorney, beneficiary designations and health care directives should all be reviewed to ensure
that these documents reflect your current wishes.

Make an Annual Gift Exclusion: You can make an annual tax-free gift of $16,000 per
person (for married couples, a combined $32,000) that does not count against your lifetime
gift tax exclusion (currently $12.06 million per person). Using marketable securities as the
gifted asset when volatility is so high, and valuations are down, can offer you some extra
stretch on gifts made now before valuations rise in the future.

Place Assets into Existing Irrevocable Trusts or Fund a New Irrevocable Trust: Like
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making an annual gift, funding an irrevocable trust with securities while valuations are low
allows for more assets to be placed in the trust (when measured against the lifetime
exclusion) and allows you to transfer more of your wealth tax-free.

Make Roth IRA Rollovers: The “cost” of converting a traditional IRA into a Roth IRA is
paying taxes now on the current value of the IRA, therefore, it is best to make these
conversions when the market is down.

Tax-Loss Harvesting: Some may consider lowering their tax liability by selling a security
now at a loss to offset gains from earlier this year or in the future. However, you should be
aware of the wash-sale rules. The wash-sale rule states that when you harvest losses, you
cannot repurchase substantially identical investments for 30 days. Even though you may
have separate accounts with different advisors, the rule considers all accounts to be the
same. Therefore, it is important to make sure that all your advisors are aware of the
securities you are buying and selling.

Intra-Family Transactions: When asset values are low, wealth transfer planning
techniques involving intra-family transactions, such as selling assets to your children or
grandchildren, are very effective if the sold assets appreciate at a rate greater than the
interest rate charged. When asset values recover, all the asset appreciation will be outside of
your taxable estate and will be held by or for the benefit of your children or grandchildren
transfer tax free.

GRATs: A grantor retained annuity trust (GRAT) is an estate planning vehicle that allows you
to freeze the value of your estate while transferring any future appreciation to the next
generation free of tax. With a GRAT, you transfer certain assets to a trust and retain the right
to receive annuity payments for a term of years.  The transfer of property to a GRAT
constitutes a gift for gift tax purposes, but the value of that gift is only the value of the trust
assets on the date of the transfer plus an assumed rate of return.  Any appreciation of the
assets more than the hurdle rate passes to the beneficiaries free of gift tax. GRATS are most
effective when interest rates and market values are low. While the economy isn’t currently
experiencing  low interest rates, it is experiencing low market values, which still makes it
beneficial to set up a GRAT. For clients who have existing GRAT terms that are ending, it is
probably beneficial to keep them going. Those without GRATs should strongly consider
funding them in this current market climate.

CLATs: Those with charitable inclinations should consider a charitable lead annuity trust
(CLAT). A CLAT works like a GRAT, however, a CLAT is designed for a charity to receive the
annuity payments for a term of years, rather than an individual. At the end of the term, the
balance of the assets remaining in the trust passes to the beneficiaries you indicate in the
trust agreement. As with all the strategies discussed above, low equity values result in more
assets passing to your intended beneficiaries free of transfer tax.



If you are interested in learning more about estate and tax planning during these
unprecedented times, please contact Attorney Britany E. Morrison at O’Neil Cannon

ERICA REIB REELECTED TO THE BOARD OF THE
STATE BAR’S LABOR AND EMPLOYMENT
SECTION

Attorney Erica N. Reib was recently reelected to the Board of the Labor and Employment
Section of the State Bar for a three-year term beginning July 1, 2022, making this her third
term in a row. The State Bar of Wisconsin provides opportunities for lawyers to work on
issues that matter to them and the public they serve. The Labor and Employment Section
includes new and experienced attorneys who practice labor and employment law. The section
keeps members up-to-date on recent developments in the law. The section also allows
members to exchange information and opinions on various labor topics and legal issues in
the workplace.

Erica is a member of O’Neil Cannon’s Employment Law Practice Group. She assists clients
with employment discrimination litigation, non-competition and trade secret litigation, OSHA
matters, wage and hour issues, NLRB and unfair labor practice matters, employment policy
and agreement drafting and review, unemployment compensation, investigations and proper
employment practices to avoid litigation. She volunteers her time at the Marquette Volunteer
Legal Clinic and Milwaukee Justice Center, and is a board member and legal committee chair
at the Audio and Braille Literacy Enhancement, Inc.

Erica is pleased to be elected again and looks forward to continuing her involvement on the
Board. If you would like to contact Erica, she can be reached at 414-276-5000 or
erica.reib@wilaw.com.

TAX AND WEALTH ADVISOR ALERT: WHAT IS AN
ESTATE PLAN?

We are often asked, “What is an estate plan?” An estate plan can mean different things
depending on your unique personal and financial situation. We structure your estate plan
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based on many things, such as whether you are single, married, or divorced; whom you want
your estate to pass to upon your death; and the complexity and makeup of your assets.
Some individuals may need more estate planning, some may need less.

Here is a list of the typical documents we include in an “estate plan.”

Revocable Trust

People often come to us asking for a “simple” Will. However, a Will-based estate plan is not
always the best choice. A “simple” Will now may cause beneficiaries significant cost and
delay, later, when the Will gets probated. This is why we often recommend that our clients
establish a “Revocable Trust.”

A Revocable Trust is a trust that you create during your lifetime and acts as the
“centerpiece” of your estate plan. The Trust is designed to help you manage your assets
during your lifetime and to designate who will receive your property upon your death. You are
the “grantor” or creator of the Trust and serve as Trustee during your lifetime, so you still
retain control over the assets in your Trust. The Trust is both completely amendable and
revocable during your lifetime.

Upon your death, your trust property is divided and distributed to your named beneficiaries,
often your children. A share for a beneficiary can either be distributed outright and free of
trust, or it can be held in trust for that beneficiary’s benefit. A share held in trust can be
useful for a beneficiary to protect from creditors and divorce, or if a beneficiary is a
spendthrift.

Married couples often create a “joint” Revocable Trust together. A joint Revocable Trust is a
useful tool to minimize taxes and effectively manage a married couple’s assets, before and
after death.

A Revocable Trust is particularly useful if you have minor children, you own your own
business, or you own real property in multiple states. The Trust also makes the
administration of your assets more efficient if you become incapacitated.

Last Will and Testament

Even if you have a Revocable Trust in place, it is still necessary to have a Will. This is what
we refer to as a “Pour-Over Will.” The Pour-Over Will serves a few important purposes. First,
in the event that you fail to re-title an asset into your revocable trust, the Pour-Over Will is
designed to receive those assets upon your death and “pour” them into your Revocable
Trust. Second, the Pour-Over Will is the only place you can nominate a guardian for your
minor children if you were to unexpectedly pass away. Finally, the Pour-Over Will distributes
your personal property, such as your furniture, household items, clothing, etc. to your



intended beneficiaries.

Martial Property Agreement

For married couples, we often draft a Marital Property Agreement. This agreement allows
married couples to “opt in” to Wisconsin’s marital property system by classifying most of
your assets as marital property upon yours and your spouse’s deaths. The Marital Property
Agreement also contains a “Washington Will Provision,” which means the surviving spouse
can fund the trust upon the death of the first spouse and thus avoid probate. This agreement,
however, does not address divorce and is used solely for estate planning purposes.

Durable Power of Attorney

In the event that you become incapacitated as a result of an accident or illness, you can
appoint an “agent” in your Durable Power of Attorney to oversee your financial affairs. We
are often asked what the difference is between an “agent” and a “trustee.” An “agent”
manages the assets outside of your Revocable Trust, while a “trustee” manages the assets
held by your Trust. A Durable Power of Attorney offers great flexibility in administering your
financial affairs and also allows you to avoid a costly guardianship proceeding.

Health Care Power of Attorney

A Health Care Power of Attorney allows you to appoint an individual to make health care
decisions on your behalf in the event that you are unable to do so yourself. The document
also allows you to express your wishes regarding entering a nursing home or community-
based residential facility when the need arises, as well as other important end-of-life
decisions.

HIPAA Release and Authorization

The Health Insurance Portability and Accountability Act was passed into law in 1996. This Act
prevents medical professionals from divulging your personal medical records to family
members or other individuals. Because of this, it is often difficult for family members to gain
access to your medical information in the event of an emergency. Our HIPAA Release and
Authorization allows medical professionals to release your personal medical records to
persons of your choosing (often family members) to help manage your care.

Deed

If you establish a Revocable Trust, an important step is re-titling your real property into the
name of your Revocable Trust. Thus, upon your death, you avoid having the real estate pass
through probate, and your Trustee will have the ability to maintain, manage, and/or sell your
real property upon your death. This step is especially important for property owned outside of



Wisconsin. If you fail to transfer your real property into your Revocable Trust, you risk
needing an “ancillary” probate in the state in which your real property is located. This can be
a costly and tedious step we try to avoid.


