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We are opening an office in Lake City,
Minnesota in 2024!!

_ | Long time Lake City based law firm Gartner Law Office,
= Ltd. is pleased to announce the retirement of Attorney
Phil Gartner and that of his long-term associate, Maxine
A | Shell, as he transitions his practice to the law firm of
Wagner Oehler, Ltd. Phil appreciates the opportunity to
' have served his clients and it is not without some mixed
1 emotions that he ends his legal relationships with his
clients. The attorneys at Wagner Oehler, Ltd. are excited
“% and honored to be taking primary responsibility of serving
Phil’s clients in the Lake City area.

I
==== Legal & Title Services qutner Law Office, .Ltd. has been part of squtheastem
Minnesota for approximately 60 years. Recognized for its
professionalism, experience, and client service, Gartner Law Office’s primary practice areas include real
estate, estate planning, estate administration, and probate. The law firm has also served many clients in
family law, school and government law, and personal injury. After almost six decades of practicing law in
Lake City, Gartner Law Office has become woven into the fabric of Lake City and its surrounding
community. Attorney Gartner practiced law for approximately 60 years, and Wagner Oehler, Ltd. intends to
fill the void he will leave upon his retirement.

Jason Wagner, President and Owner of Wagner Oehler, Ltd., said the combined experience and resources of
the newly expanded firm will make the transition smooth for Gartner Law Office, Ltd.’s current clients to
work with attorneys at Wagner Oehler, Ltd.

"The attorneys and staff at Wagner Oehler, Ltd. look forward to providing the same the level of service
which the clients received from Phil and Maxine," said Jason Wagner, President of Wagner Oehler, Ltd.
"Phil has been practicing the exact kind of law we practice every day, except he’s been doing it for 60 years.
We have some big shoes to fill with Phil and Maxine retiring, but we’re committed to it. Having grown up in
Wabasha County myself, this office is a bit of a homecoming for me, and I knew we couldn’t let the
opportunity go by once I learned of our complimentary practices and client base. I greatly admire the years
of dedication and service both Phil and Maxine gave to the community. We look forward to providing the
same service.”

The law firms share practice areas in common, including business law, wills, trusts and estates,
guardianships and conservatorships, and real estate law such as commercial real estate transactions,
agricultural law, and title services. In addition, Wagner Oehler, Ltd. has a particular focus on working with
farmers and small business owners.




2024 Estate and Gift Tax Update

With the new year, it is time to provide an update on gift and
estate taxes. While this is not always the most exciting topic, it is
often a critical consideration in how a business or farm operation
will pass to the next generation. Much of the increase in net worth
over the last year has been in real estate values, which makes
estate planning and — in particular — estate tax planning that much
more important.

Federal Exemptions for 2024

The good news for 2024 is that the federal estate tax exemption,
which is tied to inflation, is increasing to the highest exemption
ever. The federal estate and gift tax exemption for 2024 is
$13,610,000 per individual, or $27,220,000 for a married
couple, (increased from $12,920,000 in 2023, or $25,840,000
for a married couple). The top marginal rate remains 40 percent.

The gift tax annual exclusion is also increasing in 2024. The
federal annual gift tax exclusion amount is $18,000 per donee for 2024 (which means a married couple can
gift up to $36,000 to any individual).

The federal estate tax still also includes provisions for “portability,” which allows couples to double their
exclusion amount of the first spouse to die. This allows married couples to protect over $27 million without
worrying about federal estate tax liability as long as they timely make this election. We also prefer and
recommend that this election is specifically described in our clients’ revocable trusts. These exemption amounts
are scheduled to increase with inflation each year until the year 2026 when the amounts are scheduled to revert
back to 2017 levels (unless Congress acts sooner).

If the estate tax exemption does revert to 2017, it would be a much smaller $5 million per individual, which would
be adjusted for inflation from 2010. Individuals and married couples that do not have a taxable estate under
today’s exemption rates, but would if the exemptions roll back, should take advantage of planning now that will
allow them to use the tax rules as they exist today.

For example, a farming couple with an estate value (which is at appraised value at the time of death — not what
you put on your balance sheet) of $15 million would not have a projected federal estate tax under the exemptions
that exist today so long as they have properly done their estate plan. However, if the current exemptions are
allowed to expire, that same couple with the same $15 million estate would likely have a projected estate tax in
2026. The amount subject to the tax would be subject to the federal estate tax rate of 40%. That could result in a
huge difference in the amount of estate tax just by dying in the wrong year.

Minnesota Exemptions for 2024

The Minnesota estate tax exemption remains the same for 2024. The Minnesota estate tax exemption for 2024
is $3,000,000 per individual, or $6,000,000 for a married couple. Tax rates range from 13 percent to 16 percent
in 2024, with the top rate being applied to the amount of the taxable estate over $10.1 million.

Unlike the federal estate tax, Minnesota does not allow for portability. This means that a married couple in
Minnesota will not get to double their exemption amount to the eventual $6 million amount using the portability
feature. Instead, Minnesota couples with estates larger than $3 million (or close to it) will need to carefully plan
their estates and utilize credit shelter trusts to maximize their estate tax protection!

For those clients that have estates greater than $6 million, even more planning is required to protect assets.
Consider again the farming couple with a $15 million estate. If they plan properly, they could protect $6 million
using credit shelter trusts. However, this still leaves up to $9 million of assets exposed to the Minnesota estate tax
without more in depth planning with a qualified farm and estate planning attorney.

The good news is that Minnesota still has no gift tax. However, any gifts in excess of the federal gift tax annual
exclusion amount made within three years of death are included in the Minnesota estate.

Minnesota farmers and small business owners still benefit from the qualified family farm land and qualified
family business deduction. In 2024, this deduction is capped at $2 million.

To qualify for the farm land deduction, the decedent or the decedent’s spouse must have owned the qualifying
property for three years before the date of death, and the heirs must own the land — and the land must continue to
be classified as agricultural property for property tax purposes — for a period of three years after death. A failure to
follow these rules will result in a recapture tax equal to 16 percent of the value of the property.




What Is Due Diligence When Buying a Business?

Due diligence is the process of obtaining and verifying information about a company or person in preparation for a
business transaction, such as an acquisition, merger, or potential new business partner.

Generally, due diligence provides information about the company being considered for purchase and its operations,
with an eye toward risks that could cause future problems. Obtaining details about pending lawsuits, contractual
disputes, tax problems, and other issues uncovered by due diligence helps a potential buyer to understand a
company’s value and enables the buyer to make informed decisions during negotiations and before entering into
agreements.

Reasons for Due Diligence

Business involves risk-taking at every level, but there is a big difference between taking an informed risk and
recklessly rolling the dice.

In the context of a business transaction, due diligence is an in-depth
investigation into a business that can reveal potential legal red flags, including, g
but not limited to, the following:

e Lawsuits

. Debts

e Assets

e Contracts and agreements
o Intellectual property

¢ Employees

e Regulatory violations
e Business licenses and permits

For example, due diligence could show that a company targeted for acquisition has human resources issues with
outgoing employees, contractual disputes with suppliers, or is facing costly litigation. These potential problems will
often become the responsibility of the buyer after the deal goes through, so it is important for the buyer to make an
informed decision after reviewing the information obtained during the due diligence process.

Not every red flag is a deal-breaker: Some can be corrected as a condition of moving forward with the business
transaction. Others can be the subject of negotiations aimed at mitigating risks for the acquiring business.

What the purchasing company chooses to do with the results of its due diligence is up to it. Depending on the types
of risk uncovered, it could use this information to negotiate an adjustment in the purchase price, obtain indemnity
from certain liabilities and costs arising subsequent to the date of the sale, or identify steps that must be taken before
closing. The buyer could also conclude that an identified risk is too great and forego the deal.

If a company is preparing for sale, it should consider self-auditing prior to negotiations. This can expose risks that
might be detrimental to the deal and give the seller time to address them, providing an opportunity for the seller to
enhance the value of the business.

How to Conduct Due Diligence
Legal due diligence is generally divisible into three main stages: preparation, investigation, and presentation:

Preparation for due diligence depends on your goals for the transaction. Knowing what you want to get out of
the deal will help to frame the scope and direction of the investigation. Your company probably does not
have unlimited time—or resources—to perform due diligence. It is important to focus on obtaining the
information that is most crucial and then set priorities, timelines, and budgets.

Investigation produces documents that will enable your accountant and attorney to evaluate the target company
or asset. In this phase, contracts, leases, intellectual property, financial reports, tax liabilities, pending
litigation and judgments, warranties, and organizational documents such as company bylaws, certificate of
incorporation or articles of organization, credit reports, and a company’s owners and directors may be
reviewed.

Presentation of results is the final step in the legal due diligence process. After all the necessary information has
been gathered and analyzed for accuracy, your attorney and accountant will provide you with their findings.
They may also provide an opinion about whether the transaction is advisable.

The due diligence process may only take one or two months. However, if the transaction involves a large or foreign
company, the process could take longer due to greater complexities.

Due diligence demands the skill set of an experienced attorney who can bring all the facts to the table in a
professional, unbiased manner. You get what you pay for in business, and if you cut corners on due diligence, you
could end up paying a much higher price later in the form of an undisclosed risk that should have—and could have—
been identified by an experienced advisor.




Office Hours and Locations

Rochester: 1801 Greenview Drive SW, Ste. 102
Monday - Thursday 8:30 - 4:30
Friday 8:30 — 3:30
St. Charles: 819 Whitewater Ave
Tuesday 12:30 - 4:30
Thursday 9:00 — 12:00
By appointment
Winona: 65 Johnson Street
Monday — Thursday 8:30 - 4:00
Friday 8:30 - 3:30
To schedule an appointment in any of our offices, please
call (507) 288-5567.

Wagner Oehler, Ltd.
(507) 288-5567
www.wagnerlegalmn.com
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Events Schedule

3 Misconceptions of Estate Planning that Leave a Mess!
February 20, 2024 from 11:00-12:00 PM

125 Live
125 Elton Hills Drive NW, Rochester, Minnesota

Estate Planning—What you need to know
Thursday, March 28, 2024 from 2:30 to 4:00 PM
Lake City Public Library

201 S High Street, Lake City, Minnesota

For all of our current events, or to sign up, please go to
www.wagnerlegalmn.com/events. If you have questions,
contact Marketing Lead, Janice Domke, at

janice.domke@wagnerlegalmn.com.

WAGNER OEHLER, LTD.
1801 Greenview Drive SW, Suite 102
Rochester, MN 55902




