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What Happensin Bankruptcy?

Losing ajob. Unexpected medi-
cal bills. Death of a breadwinner.
There are many reasonswhy a per-
son might be forced to file for
bankruptcy. Beforefiling, it isim-
portant to understand some basics.

What Is Bankruptcy?
Bankruptcy is a process gov-
erned by federa law that grants

The two most common kinds
of bankruptcy that arefiled by
individuals under the Bank-
ruptcy Code are Chapter 7
and Chapter 13.

relief to peopleinfinancial distress
through the bankruptcy courts.

Who Can Filefor
Bankruptcy?

All kinds of people and entities
can file for bankruptcy, including
individuals, corporations, and even
cities. A husband and wifemay file
for bankruptcy together.

AreThereDifferent Kinds
of Bankruptcy?

Yes. Although individuals can
file for bankruptcy under severa
different parts of the Bankruptcy
Code, the two most common kinds
are Chapter 7 and Chapter 13. Chap-
ter 7 bankruptcy (“liguidation”
bankruptcy) involves the liquida
tion of some of the debtor’ sassetsto
pay his debts. Chapter 13 bank-
ruptcy (“debt adjustment” bank-
ruptcy) allowsadebtor to stretch out
his payment obligations over time.

What Happens When |
Filefor Bankruptcy?

The minute a debtor files his
paperwork, the “automatic stay”
comes into effect. The automatic
stay isimposed by federal law and
forces the debtor’s creditors to
come into bankruptcy court to
make their claims. Unlesslifted by
the court, the automatic stay stops
all efforts to collect debts, includ-
ing foreclosures and lawsuits.

What Happensin Chapter
7?

In Chapter 7, the debtor asksthe
bankruptcy court to appoint atrustee

Continued on page four.
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Caregiver Biasin Employment

Today, it is commonplace for
workers to handle both work and
caregiving responsibilities for
spouses and children, parents and
other older family members, or
relatives with disabilities. Women
still are disproportionately more
likely to exercise primary caregiv-
ing responsibilities but, in increas-
ing numbers, men have also as-
sumed the dual roles of caretaker
and breadwinner.

There has been a steady rise
in claims of employment dis-
crimination based on what is
sometimes called “ family re-
sponsibility discrimination.”

Our society may be evolving to-
ward more individuals smultane-
oudy sharing the duties of an em-
ployee and a caregiver, but old
stereotypes in the workplace some-
timesdiehard. Theresultisasteady
rise in claims of employment dis-
crimination based on what is some-
times called “ family responsibility
discrimination.” While there is no
federal law that expresdy prohibits
discrimination at work against
caregivers, complaining employees
have been able to pursue claims un-
der other employment discrimina
tion statutes, such asTitle VIl of the
Civil RightsAct of 1964, theAmeri-
cans with Disabilities Act (ADA),
and the Family and Medica Leave
Act (FMLA).

The cases brought under Title
VIl tend to allege sex discrimina-
tion or gender stereotyping. A clas-

sic exampleisthe pregnant woman
who is let go or passed over for a
promation because the employer’s
decisionmaker assumes that with
the baby will come a diminished
commitment to the employer and a
failure by the employee to meet al
of the obligations of her job. Such
wasthe caseinarecent litigationin
which a mother of triplets was de-
nied a promation because, in the
employer’s words to her, “you
havealot onyour plateright now.”

When a federal appellate court re-
instated the lawsuit after its dis-
missal by the trial court, the em-
ployer likely came to the belated
conclusion that it should concern
itself only with theemployer’ spor-
tion of the employee' s*“ plate.”
The ADA cancomeintoplay as
avehiclefor caregiver discrimina-
tion claims because the phrase
“discriminate against a qualified
individual on the basis of disabil-
Continued on page three.

lifein the event of acrash.

lllinoisLaws
Governing Motor cycles

Many of usenjoy thefreedom of theopen road, ridingamotorcycle
onaclear fal day. However, before setting off on your bike, you need
to know the rules of the road as they apply to motorcycles.

For the most part, motorcycles are treated the same way as all
motor vehicles on the roads. This means that motorcyclists must be
licensed and must obey all traffic laws, signs, and signals, just like
other drivers. Motorcyclists must also carry at least the minimum
insurance coverage required by law: $20,000 for the injury or death
of oneperson, $40,000for theinjury or death of morethan one person,
and $15,000 in property coverage.

However, motorcyclists are subject to a number of laws that
govern only motorcycles. Maotorcycle riders must wear eye protec-
tion, unless their bikes have windscreens. A motorcycle can carry a
passenger only if thereisaseat for the passenger and foot rests (unless
the seat isin a side-car). Motorcyclists must always use their head-
lights, even in the daytime. Finally, some of the more exotic conver-
sions (such as handlebars that extend above shoulder level and muf-
flersthat have been modified from stock) are prohibited.

Finally, a word about helmets. Illinois remains one of the three
states that does not have any mandatory helmet law; the state Senate
rejected the most recent attempt to pass such a law just this year.
However, wearing a helmet is just good sense, and it may save your




Charitable Remainder Trusts

As the name implies, a charita-
ble remainder trust involves the
transfer of assetsto atrust, with the
income going to an individual or
individuals (which can include the
owner of the assets) and with a
charity receiving the assets at the
expiration of the trust period. Such
atrust devicebenefitstheindividu-
alswho are the objects of the prop-
erty owner’ sgenerosity, ittransfers
assets to the property owner’s pre-
ferred charities, and it yields tax
savings for the property owner.

If thetrust is created during the
property owner’s lifetime, there is
acharitable tax deduction egual to
the present value of the charity’s
remainder interest, and the trans-
ferred property will escape federal
estate tax. If thetrust is established
under awill, the charitable tax de-
duction will remove the property
from the taxabl e estate.

There can be other, not-so-ob-
vious benefits. Where appreciated
assets are transferred, especialy
where the assets have a low cost
basis and there is a likelihood that
the property owner would have
sold the assets at some point had he
not transferred themto thetrust, the
property owner avoids a capital
gains tax that would be imposed
upon an outright sale. If the trust
sellstheassets, it will haveno capi-
tal gains tax liability because the
trust is a tax-exempt entity.

If the property owner has estab-
lished the trust in his lifetime, the
fact that the trust can sdll the prop-
erty tax-freemaximizestheincome

base for the income beneficiary,
which can be the property owner
himself. Moreover, if the trust is a
charitable remainder unitrust
(CRUT), under which the income
is measured as a percentage (no
lessthan 5% of thevalue of thetrust
property in a given year), the trust
serves as a hedge against inflation
for the income beneficiary be-
cause, as the trust property appre-
ciatesinvalue, theincome paid out
increases. Thisisnot trueunder the
other type of charitable remainder
trust, the charitable remainder an-
nuity trust (CRAT), under which a
fixed amount of incomeispaid out
each year.

A CRUT canbeused asaretire-
ment plan. Although a CRUT usu-
aly paysapercentage of thetrust’s
annual value, it can provide that
income distributions may not ex-
ceed theamount of income actually
earned by the CRUT in a given
year. Any shortfall in income can
then be made up when there is suf-
ficientincome. During the property
owner's preretirement years, the
CRUT can be invested in growth
stocks, thus producing little or no
income. Upon retirement, those as-
sets can be sold, with the proceeds
invested in income-producing as-
setsthat will yield the agreed-upon
income percentage, plus a“ make-
up” portion to compensate for the
earlier shortfalls. Thus, income
distributions from a CRUT can be
minimized during the preretire-
ment years and then can be maxi-
mized for the retirement years.

It isimportant to remember that
a charitable remainder trust must
meet a series of technical require-
ments and therefore should be
drafted only by an experienced pro-
fessional.

Caregiver Bias
Continued from page two.

ity” in the statute includes “ ex-
cluding or otherwise denying equal
jobs or benefitsto aqualified indi-
vidual because of the known dis-
ability of anindividual with whom
thequalifiedindividual isknownto
havearelationship or association.”

The FMLA may bethe existing
federa statute that by its terms
most directly addresses caregiver
rightsinemployment, but it affords
employees more restricted protec-
tionthando TitleVII andthe ADA.
The FMLA provides that covered
employers (private-sector employ-
erswith at least 50 employeesin a
75-mile radius) must provide up to
12 weeks of unpaid medical leave
during a 12-month period to eligi-
ble employees (those who have
worked for theemployer for at |east
12 months or 1,250 hours) for
childbirth and newborn care, adop-
tion or foster-care placement, care
for immediate family members
with a serious health condition, or
to handle the employee' s own seri-
ous health condition.

Resolution of legal issues depends upon many factors, including variations of facts and interpretations of Illinois law. This
newdetter is not intended to provide legal advice on specific subjects, but rather to provide insight into legal developments
and issues. Thereader should always consult with legal counsel before taking action on matters covered by this newdetter.




Bankruptcy
Continued from page one.

to sdl his nonexempt property to
pay his creditors. If there are no
objectionsafter thisproperty issold,
the court issues the debtor a “ dis-
charge.” The discharge provides
that the debtor does not have to re-
pay most of the unsecured debts he
owes, and the debtor receives a
“fresh start.” However, recent
changes to the Bankruptcy Code
make Chapter 7 more difficult to
qualify for, and may mean that a
debtor has to pursue a Chapter 13.

What About Secured
Debts?

Most debtors aso have secured
debts—debts whose payment is se-
cured by property. Common exam-
ples of secured debts are mortgages
and car notes. Although a bank-
ruptcy court can sometimes reduce
asecured debt, if the debtor wantsto
keep the property securing the debt
he must agree to pay the debt, and
hemust continueto pay the creditor.

What Property Is Exempt?
Under federal law, some prop-
erty cannot be sold, no matter how
much is owed. Exempt property in-
cludesthe“ stuff” of daily life, such
as clothing, basic furniture, house-
holditems, pets, etc. Specific exam-
ples of exempt property include
$20,200 of equity inahome, $3,225
of equity inacar, $2,025 of toolsor
equipment used for a job, and
$1,075 of persona property of any
kind, including cash and jewelry.
There are ad so other exemptions.

Are Any Debts Not

Affected by Bankruptcy?
Yes, there are severa kinds of

debtsthat aredifficult or impossible

todischargethrough bankruptcy, in-
cluding alimony, child support,
taxes, crimina fines, student loans,
debts obtained by fraud, and debts
that the debtor fails to disclose.
These debts will usualy not be dis-
charged by the bankruptcy court.

How Is Chapter 13
Different?

Instead of asking the trustee to
liquidate property, the debtor in a
Chapter 13 case proposesa” plan”
torepay all or aportion of hisdebts
over aperiod of threeto five years.
Because of thislong-term commit-
ment, Chapter 13 debtors must

have a steady income. The advan-
tage of Chapter 13 isthat it allows
adebtor to do thingsthat Chapter 7
does not, such as protect the equity
in the debtor’s home. Also, some
debtsthat cannot be discharged un-
der Chapter 7 may be discharged
on the successful completion of a
Chapter 13 plan.

Every case is different and this
article covers only the basics of
bankruptcy law. If you have ques-
tions regarding bankruptcy, you
should consult with a bankruptcy
specidist to help you through the
process and on to a new, debt-free
Start.

FDIC Insurance Update

In October 2008, Congress increased the basic limit on federal
deposit insurance coverage from $100,000 to $250,000. The limit is
scheduled to return to $100,000 on January 1, 2014.

The temporary limit now in effect has not changed the fact that a
customer has various means by which to effectively raise the appli-
cable limit for the customer’s collection of deposits at any one
ingtitution. The basic limit applies separately to different ownership
categories. A single account in one name is insured up to $250,000;
ajoint account for two or more peopleisinsured up to the samelimit,
per owner; certain retirement accounts, such asIRAS, are covered up
tothelimit; and deposits meant to passon to named beneficiariesupon
the death of the owner can be protected up to $250,000 for each named
beneficiary. Thislast category of depositsisarevocabletrust account.

Therea so are other recent changesthat favor depositorsininsured
ingtitutions. For example, it used to be that the only beneficiaries
under a revocable trust account who qualified for additional deposit
insurance coverage were the account owner’s spouse, child, grand-
child, parent, or sibling. Now, an account owner can name almost any
beneficiary, such as a more distant relative, afriend, or a charitable
organization, and each beneficiary will still benefit from the addi-
tiona coverage.






