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Hot Topics and Other Considerations

• Planning around the Virus and the Election

• Family Office Structure to Save Taxes

• SECURE Act

• Private Placement Life Insurance
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Planning Around the Virus and the Election
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• Low stock and business valuations create opportunities for 
transferring wealth.

• Significant tax changes possible if a Democratic win.

• Current personal income and estate tax laws slated to 
sunset in 2026.

• Democratic sweep of the Presidency and Congress could 
result in an early change to the laws – as early as 2021.

• Will want to plan by the end of 2020, and sooner to take 
advantage of low values.



Biden’s Tax Policy
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• Raise top rate to 39.6%

• Tax capital gains as ordinary income if income > $1 million

• End stepped-up basis rule

• Cap deductions for the wealthy

• Possible $3.5 million estate tax exemption



Planning Options Before Year-End
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• Use up remaining estate tax exemption ($23.16M for a 
married couple)
o Gifts to dynasty trusts

• Grantor-Retained Annuity Trusts (GRATs)

• Sales to trusts

• Spousal Limited Access Trusts (SLATs)

• If living in NJ, consider setting up an ING Trust



Family Office Structuring: Old Structure
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Problems with Old Family Office Structure
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• Management fees payable by the Funds were previously 
deductible as miscellaneous itemized deductions, subject to 
2% floor
o No longer deductible

• Family offices that did not qualify as a trade or business were 
able to deduct  expenses as miscellaneous itemized 
deductions, subject to 2% floor
o No longer deductible

• Result: potential double taxation – the Funds pay 
management fees that can’t be deducted, which is income to 
the family office, which cannot deduct its expenses



Family Office Structuring Ideas
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• Pooled investment vehicles (“Funds”) pay incentive allocation 
instead of management fee
o Incentive allocations are not considered a deduction, but are instead 

an income shift
o But be mindful of new carried interest rules
o Issues with down years

 Beneficial if family office is owned by dynasty trust

• Attempt to treat family office as trade or business
o Expenses of a legitimate trade or business are generally deductible
o Owned and managed by someone other than wealth creator
o Perhaps owned by non-grantor dynasty trust

 Substantial wealth transfer opportunities with this structure



Family Office Structuring Ideas (cont’d)
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• Consider structuring as a corporation
o Expenses of a corporation are generally deductible
o Best to keep income low

• Consider paying family office employees as special limited 
partners of Funds
o Sidesteps issue of the family office having to be a trade or business
o Complicated to administer

• Use family office structure to deduct third-party manager fees
o Reimbursement to pooled investment vehicle



SECURE Act
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• Required Minimum Distribution starting age increased from 
70.5 to 72.

• 10-year limit for most inherited IRAs
o Surviving spouses, minor children and disabled 

beneficiaries have different rules

• Deathbed Roth conversions
o Particularly effective in NY and other states with an estate 

tax



Private Placement Life Insurance
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• What is PPLI?
o Tax-free insurance wrapper around an investment 

portfolio
o Low fees
o Not just tax deferral, but tax avoidance!

• Growth of Insurance-Dedicated Funds
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