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1. Upstream Planning (Is death a tax loophole?)
Concept: Transfer appreciated assets “up” to an older generation (e.g., parent) so the asset is included in that person’s estate and can receive a basis adjustment at death, then passes back down to the donor. 
Best planning model is to transfer the assets to a grantor trust and granting the parent a general power of appointment (IRC §2041)

The general basis rule for property acquired from a decedent is fair market value at death. (IRC §1014(a))

When it works best: Highly appreciated assets; older family member with estate tax capacity (unused exemption).
Key constraint (“one-year” rule): No step-up if (i) appreciated property is acquired by the decedent by gift from the donor within 1 year of death and (ii) the property returns to the donor (or donor’s spouse) as a bequest/devise/inheritance. (IRC §1014(e))
Implementation: Sell asset to the grantor trust and avoid a direct return to the original donor (or donor’s spouse) within the 1-year window; consider alternate beneficiaries.  
A sale of the assets to the grantor trust locks in the value of the assets which will be returned to the donor.  Excess value goes to another family member as such as a child.
2. Name a CRUT as Beneficiary of an IRA[footnoteRef:1] [1:  See “Can a CRT Stretch an Inherited IRA?” by Christopher R. Hoyt, for a deep dive into the use of a CRT as an IRA beneficiary.] 

The SECURE Act (2019) and SECURE 2.0 (2022) significantly altered the rules for inherited IRAs, particularly for non-spouse beneficiaries. These changes largely eliminated the "stretch IRA" strategy that existed before 2020.




Pre-SECURE Act Rules (for deaths before 2020)
Non-spouse beneficiaries (such as adult children) could generally "stretch" distributions over their own life expectancy. This allowed smaller annual required minimum distributions (RMDs), prolonged tax-deferred growth inside the IRA, and potentially lower overall income taxes by spreading withdrawals over decades.

Post-SECURE Act Rules (for deaths in 2020 or later)
Most non-spouse beneficiaries are now classified as non-eligible designated beneficiaries.
They must follow the 10-year rule: the entire inherited IRA balance must be fully withdrawn by December 31 of the 10th year following the original owner's death.

	If the original owner died before their required beginning date (RBD) for RMDs, no annual 	RMDs are required during the 10 years (though the full depletion is still mandated by year 1	 	
	Final IRS regulations (effective for distributions in 2025 and later) clarify these details.
	If the original owner died after their RBD, annual RMDs based on the deceased's remaining 	life expectancy may apply in years 1–9, with full depletion by year 10.

Concept: Name a charitable remainder unitrust (CRUT) as the beneficiary of a traditional IRA so the IRA pays to the CRUT, which then pays a unitrust amount to individual beneficiaries over time, with remainder to charity.  A CRUT is exempt from the income tax (IRC §664).

CRUT qualification and taxation are governed by IRC §664. The CRUT itself (as a non-person, tax-exempt entity) is not subject to the SECURE Act's 10-year rule for individuals. The full pre-tax IRA balance transfers directly to the CRUT without immediate income tax. Assets continue growing tax-deferred inside the CRUT.  Payouts to your child (the income beneficiary) can then occur over their lifetime or a fixed term (maximum of 20 years). This spreads taxable income recognition over more years, potentially keeping your child in lower tax brackets and allowing more compounding.

Present value of remainder interest passing to charity must exceed 10% of the value of the assets going into the CRUT.  Present value based on the age of the CRUT beneficiary and payout percentage.

In practice it is difficult to establish a CRT that lasts for the life of a beneficiary under age 27 or for the lives of multiple beneficiaries under age 38. For very young beneficiaries, a CRT for a term of years is the only option.

Some estate planners have suggested using a NICRUT or a NIMCRUT that holds its assets in an LLC that distributes smaller amounts of income in earlier years and larger amounts in later years.

When it works Best: Large pre-tax IRAs and estate is otherwise taxable; charitably inclined clients; heirs in high brackets; clients who prefer an income stream rather than an outright distribution.
Implementation: Name the CRUT as the beneficiary of the IRA.



3. Maximize PTE (Pass-Through Entity) Elections for Operating Businesses
Salt Limitation. The Tax Cuts and Jobs Act included a $10,000 SALT deduction limitation on individuals (IRC §164(b)(6)). §164(a) generally allows deduction for all state and local taxes.  

OB3 increased the limitation to $40,400 but the allowable SALT deduction is reduced by 30% of the amount by which modified gross income exceeds $500,000 for a married couple.

· Rev. Rul. 58-25 involved a Cincinnati, Ohio tax imposed upon and paid by a partnership on the net profits of the partnership's business conducted in Cincinnati.   Rev. Rul. 58-25 ruled that the tax was deductible in computing the taxable income or loss of the partnership. The Ruling also stated, “the partners are not precluded from claiming the standard deduction.”

· On November 9, 2020, the IRS issued Notice 2020-75 which states that any “Specified Income Tax Payment” made by a partnership, or an S corporation is not taken into account in applying the SALT deduction limitation to any individual who is a partner in the partnership or a shareholder of the S corporation.

· The Notice also states that any “Specified Income Tax Payment” made by a partnership or an S corporation during a taxable year does not constitute an item of deduction that a partner or an S corporation shareholder takes into account separately under IRC §702 or IRC §1366 in determining the partner’s or S corporation shareholder’s own Federal income tax liability for the taxable year. Instead, Specified Income Tax Payments will be reflected in a partner’s or an S corporation shareholder’s distributive or pro-rata share of non-separately stated income or loss reported on Schedule K-1.

· Arizona enacted a PTE tax in order to allow partnership and S corporation to pay the state income tax. The legislation makes the Arizona state income tax an entity-level deduction in computing the partnership/S corporation’s taxable income,

A.R.S. § 43-1014 A provides that “[f]or taxable years beginning from and after December 31, 2021, the partners or shareholders of a business that is treated as a partnership or S corporation for federal income tax purposes may consent to be taxed at the entity level … for 
entire portion of its taxable income that is attributable to its resident partners or shareholders [who do not opt out]; and the portion of its taxable income derived from sources within this state that is                         attributable to its nonresident partners or shareholders” [who do not opt out]
 


“The election under this subsection must be made on or before the due date or extended due date of the business's return under this title.”

The PTE payment is better than the itemized deduction because the member of the entity is able to claim an above the line deduction for the state income tax and claim a standard deduction.

Some tax return preparers are still not making the PTE Election on Arizona income tax returns.
4. PTE Strategy for Investment Entities (Stocks and Investment Portfolios)
Arizona Law. Under Arizona law an LLC/partnership holding marketable securities is eligible for a PTE tax election. ARS § 43‑1014 B.1 (a)(ii).
.
Concept: Create a tax partnership (an LLC) to hold securities and real estate.  Possible structure as a holding company.
5. Gifting Low-Basis Stock to a CRUT
Concept: Contribute appreciated securities to a CRUT before sale to diversify and defer recognition of gain. CRUT is generally exempt from income tax at the trust level, and distributions to the noncharitable beneficiary carry out income under the CRT tier rules. (IRC §664(c); §664(b)).  

Tax result: The CRUT is exempt from the income tax (IRC §664) can sell the assets without payment of income tax and reinvest and reinvest the proceeds, The beneficiaries are taxed as amounts are distributed under the tier rules. (IRC §664(c); §664(b))

Charitable deduction: The donor receives an income tax charitable contribution deduction equal to the present value of the charitable remainder interest, subject to applicable percentage limitations. (IRC §170)  Excess deduction carries-over for 5 years.
When it works Best: Concentrated low-basis stock; desire for lifetime (or term) income; charitable intent; desire to diversify without an immediate personal capital gains event.
Implementation: Transfer stock to the CRUT prior to sale of stock.  Does not work for an S corporation.  However, the S corporation can create a CRUT by means of the transfer of the corporation’s assets.


6. Swap Assets Out of an Irrevocable Trust (Grantor Trust Swap Power)
Concept: Use a grantor trust substitution power to exchange assets between the grantor and the trust, commonly to move high-basis assets into the trust and pull low-basis assets back to the grantor before death so the low-basis assets may be eligible for basis adjustment at death. (IRC §675(4)(C); IRC §1014(a))

Authority: Grantor treated as owner where there is a power to reacquire trust corpus by substituting other property of equivalent value. (IRC §675(4)(C))
Mechanics: Swap low-basis/rapidly appreciating assets out of the trust and substitute high-basis assets in—ensuring equivalent value and appropriate fiduciary/valuation process. (IRC §675(4)(C))
Planning goal: Hold low-basis assets in the grantor’s estate at death so they can receive a basis adjustment. (IRC §1014(a))

Best for: IDGTs/grantor trusts holding highly appreciated assets where a future basis step-up is valuable.
Critical: Equivalent value exchange and good valuation hygiene; consider documenting valuations and trustee consent to reduce challenge risk. (IRC §675(4)(C))
7. Charitable Lead Trust (CLAT) in Low Interest Environments
Concept: A charitable lead annuity trust (CLAT) pays an annuity stream to charity for a term, with the remainder passing to family. In lower interest-rate environments, the present value calculation using the §7520 rate can reduce the taxable gift value of the remainder, especially if actual asset growth exceeds the assumed rate. (IRC §7520)

Also works well for testamentary bequests to reduce estate taxes.

Planning idea: Structure annuity and term so the actuarial remainder value (gift) is reduced, with upside to family if assets outperform the assumed rate. (IRC §7520).
	If the CLAT is created during the donor’s lifetime it can be structured as a grantor trust or as a non-	grantor trust.  The grantor trust CLAT generates a current income tax deduction for the donor.
Best case: Trust asset growth exceeds the §7520 rate used for valuation. (IRC §7520)


8. QSBS Stacking (Section 1202)
Concept: Qualified small business stock (QSBS) can allow eligible noncorporate taxpayers to exclude gain generally on sale up to $10,000,000 ($15,000,000 for stock issued after 2026), subject to detailed requirements and per-issuer limitations. (IRC §1202)

Stacking idea: Use multiple eligible taxpayers (e.g., certain trusts and/or family members) through gifting so each may take advantage of the 1202 exclusion)[footnoteRef:2] [2:  See “Optimized Gift Trusts & Funding Designs," 51 ETPL 1 (May 2024) by Jonathon M. Morrison
] 

Limitation: The exclusion generally limited to the greater of $10,000,000 ($15,000,000 for post 2025) of gain or 10× basis. (IRC §1202(b)(1))
Planning note: If stock is acquired originally by a partnership, it is eligible for the exclusion.  However stock which is transferred to a partnership loses its eligibility.
9. Charitable Bunching + Donor-Advised Fund (DAF)
Concept: “Bunch” several years of charitable giving into one tax year to increase itemized deductions in a high-income year, often by funding a donor-advised fund (DAF) and making grants over time. Deductibility and limitations are governed by the charitable contribution rules. (IRC §170)

Larger single-year giving can push itemized deductions above the standard deduction and improve marginal-rate efficiency. (IRC §170)
DAF: DAFs allow the donor to recommend grants to operating charities over time.
Planning Note: Liquidity events, high-income years, and/or Roth conversion years where a deduction can offset additional income. (IRC §170)




10. Roth Conversion + Charitable Giving
Concept: Execute Roth conversions in a year when large charitable deductions can offset income inclusion, improving after-tax results while shifting future growth to Roth treatment. (Charitable deductions: IRC §170)

Offset: Increase charitable giving through bunching of DAF funding or CRT-related planning in the conversion year to offset some or all of the added taxable income (subject to limitation rules). (IRC §170)
Planning note: Model bracket impact, phaseouts, and state taxes; coordinate timing so the deduction year aligns with the income inclusion year; maintain substantiation. (IRC §170)

11. “No Tax on Social Security” (there are lies and then there are damned lies)
Current Law: Depending on combined income, up to 50% (general rule) and up to 85% (additional amount rule) of social security benefits may be included in gross income. (IRC §86(a))

Proponents of OBBBA claimed that seniors would pay “no tax on Social Security.” However, the law does not repeal federal taxation of Social Security benefits. Instead, it introduces a new age‑based deduction that lowers taxable income for most seniors, which in turn reduces or eliminates the portion of Social Security benefits subject to tax.

Deduction amount: Up to $6,000 per person age 65+, or $12,000 for married couples where both spouses qualify. 

Eligibility: Must be age 65 or older by the end of the tax year and include the qualifying individual’s Social Security number. Married couples must file jointly to claim the full deduction. 

Phase‑out:
· Begins at $75,000 income for single filers and $150,000 for joint filers.
· Deduction decreases at 6% for each $1,000 above the threshold.
· Fully phased out at $175,000 (single) and $250,000 (joint). 
	Duration: Applies to tax years 2025 through 2028.



12. “No Tax on Tips” (Above-the-line Deduction for Qualified Tips)
Concept: The “No Tax on Tips” provision in the OBBB creates a new federal income‑tax deduction of up to $25,000 in qualified tip income per year (2025–2028). It does not eliminate all taxes on tips—payroll taxes still apply.

Income Phase‑Out
Begins at $150,000 MAGI (single) or $300,000 (married filing jointly).
Deduction reduces by $100 for every $1,000 above the threshold.
Fully phased out at $400,000 (single) / $550,000 (joint). 

What Counts as a “Qualified Tip”
To be deductible, tips must be:
Voluntary
Paid by customers
Cash or charged (credit/debit)
Not negotiated or mandatory

Not eligible:
Automatic gratuities (e.g., 18% added for large parties)
Service charges
Mandatory fees
Tips from illegal activities

Duration: Applies to tax years 2025 through 2028.














13. “No Tax on Overtime” (Deduction for Qualified Overtime Premium)

Concept: The “No Tax on Overtime” provision is implemented as a temporary deduction (tax years 2025–2028) for “qualified overtime compensation,” generally defined as the portion of overtime pay that exceeds the worker’s regular rate—i.e., the “half” portion of “time-and-a-half” required under the FLSA for covered, non-exempt employees. 

If regular rate is $20/hr and overtime is $30/hr, only the $10/hr premium is deductible. 

Deduction amount: Deduction is capped at $12,500 of qualified overtime compensation for a for an unmarried person, and $25,000 for a married person filing a joint return.

Phase Out: Ohe overtime deduction is gradually phased out – potentially to $0 – if your modified adjusted gross income exceeds $150,000 ($300,000 for joint filers).

Duration: Applies to tax years 2025 through 2028.
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