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Well-intentioned estate planning often fails to achieve 

 its original goals due to lack of proper administration. 

Estate planning vehicles should not only be structured with due regard for a family’s wealth transfer 

objectives, but also should be continuously monitored to determine if they are achieving their intended 

goals. Executing an integrated approach to estate planning and wealth management requires the 

collaborative efforts of a team of multi-disciplinary professionals, preferably in a single firm, to avoid 

the shortcomings of the traditional approach.



THE TRADITIONAL APPROACH

Traditionally, the client would work with an estate  
planning attorney or law firm, who would develop a basic 
plan and send the client off with a binder of documents 
and sometimes a letter of instructions to implement, 
oversee, and maintain the plan. In this model, the 
implementation and ongoing maintenance of estate  
plan might sometimes be picked up by one of the client’s 
other advisors, perhaps the tax accountant or money 
manager, both of whom tend to have more frequent 
contact with the client. In many cases implementation  
and maintenance are neglected. 

Sometimes, if some other member of the client’s non-
integrated group of advisors suggests something 
new, such as a life insurance trust, a Qualified Personal 
Residence Trust, a Grantor Retained Annuity Trust or a 
family limited partnership, the lawyer’s services might 
again be engaged. The client might complete another 
specific project with the estate planning attorney, but 
rarely is a fully integrated plan undertaken.

The result is incomplete implementation. Measurement 
of success, if any, is infrequent and large time gaps pass 
between checkups. 

In the traditional approach, the client must take the 
initiative to assemble and oversee the team of professionals, 
if this even happens at all. Pitfalls to achieving success 
are the client’s reluctance to undertake the lead role, 
procrastination, and the usual anxiety about the high cost of 
assembling numerous professionals, all billing by the hour.

Advisors grouped in this way may fail to act as a cohesive 
team because they have not self-selected into this scheme. 
The various advisors may perceive themselves as being in 
competition with one another for “top dog” status. Egos 
prevent effective delegation and teamwork and there can 
be competition for limited fee income among the advisors.

With this ad hoc “team” approach, there can be a lack of 
ongoing effective execution because no one member of 
the group of advisors is responsible for overall oversight. 
Each team member is usually only concerned about his or 
her particular field of expertise. 

Problems can arise from:

■	 Failure to follow recommended procedures.

■	 Failure to maintain proper books and records, such as 
for family limited partnership entities.

■	 Failure to make timely payments or distributions from 
estate planning vehicles such as GRATs or CRTs. 

■	 Failure to prepare and file necessary gift tax returns and 
income tax returns for estate planning structures.
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THE INTEGRATED APPROACH 

When a client engages a multi-family office (MFO), the 
MFO client team should be charged with carrying out 
the client’s estate planning and wealth management 
objectives in an integrated fashion. The MFO typically  
has a multi-disciplinary team of professionals covering  
the disciplines of tax, accounting, investment advisory, 
estate planning, philanthropy and risk management.  
An estate planning review should be one of the first 
projects undertaken by the MFO team for a new client.  
The review provides the team with a baseline for the  
client and serves as a refresher for the client of what, 
if anything, has been accomplished to date. The initial 
review can also serve as a springboard for recommended 
improvements to the plan.

Following this approach recognizes that the family’s 
estate planning is not a “one-off” endeavor. Rather, it is 
an ongoing process of regular reviews, refined over time. 
Frequent communication between the MFO team and the 
client allows for continuous measurement of success or 
failure of the plan and allows for mid-course corrections  
to achieve estate planning goals.

Let’s explore some examples.

Family Limited Partnerships
Family limited partnerships (FLPs) are a commonly used 
estate planning tool to transfer wealth in the form of non-
marketable limited partnership (LP) interests to junior family 
members (or trusts for their benefit). The valuation discounts 
achievable by making gifts of LP interests coupled with the 
control over the FLP assets retained by the senior generation 
through retention of general partner interests make FLPs an 
attractive vehicle for wealth transfers.

FLPs can be created, documented, funded, and maintained 
on an ongoing basis by the MFO team.

■	 In conjunction with outside legal counsel, the MFO will 
propose the FLP, make recommendations as to the terms 
of the FLP, review drafts and oversee execution of the 
necessary partnership and transfer documents.

■	 The investment advisory professionals on the team will 
help select assets in the client’s portfolio best suited for 
funding the FLP, and once selected will set up the custody 
accounts for the FLP and help transfer the assets into the 
FLP custody accounts.

■	 The tax/accounting professionals on the team will  
apply for and obtain tax identification numbers for the  
FLP, and will calendar tax filing dates, estimated tax 
payment dates and amounts, and coordinate cash flow 
needs for tax payments with the investment advisory 
professionals, who can plan for liquidity needs within  
the FLP investment portfolio.

■	 The income tax professionals will prepare and file the 
appropriate annual income tax returns for the FLP, issuing 
Forms K-1 to the partners, and will prepare individual tax 
returns for the individual partners.

■	 If any trusts involved in the planning are partners in  
the FLP, the tax professionals will, if engaged to do so by 
the trustees of such trusts, prepare annual trust income  
tax returns and will coordinate cash flow needs for 
estimated income tax payments with the investment 
advisory professionals.
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■	 The estate planning professionals, in consultation with 
outside estate planning counsel, will oversee engagement 
of any necessary appraisals and the preparation and filing 
of appropriate gift tax returns.

■	 Annual FLP meetings will be held at the instigation of the 
MFO client service director (often the primary income tax 
advisor on the team) and will be documented in the files.

■	 Ongoing review of asset performance in the FLP and 
opportunities for additional gifting (such as with increased 
gift tax exemptions) will be considered by frequent review 
by the team.

GRATs
Another frequently used estate planning vehicle is the 
Grantor Retained Annuity Trust (GRAT). A GRAT is an 
irrevocable trust designed to transfer future appreciation 
of an asset free of gift or estate taxes, after the grantor 
has received all payments of a reserved annuity payable 
from the GRAT assets for a period of years. If the annuity is 
structured to have a present value (using the IRS prescribed 
interest rate) equal to or only slightly less than the value 
of the assets contributed to the GRAT, the upfront taxable 
gift on creation of the GRAT is zero or extremely small. If 
the assets in the GRAT appreciate at a rate higher than 
the modest interest rate prescribed by the IRS, the excess 

appreciation, if any, passes at the end of the annuity period 
free of gift taxes to the grantor’s intended beneficiaries (or 
to continuing trusts for their benefit). If the GRAT assets fail 
to outperform the IRS interest rate, the assets will all come 
back to the grantor in the form of annuity payments and 
another GRAT can be attempted, if desired.

The MFO team can be very effective in helping clients 
implement and administer GRATs. Attention should be 
paid to initial asset allocation, valuations of GRAT assets 
and frequent review of asset performance to identify 
opportunities to lock in GRAT success (or failure, to be 
followed by another GRAT with the now depressed assets)  
as asset values fluctuate. How might this play out?

■	 The MFO team should look for opportunities to 
recommend GRATs for appropriate clients, often with a 
series of “rolling GRATs.” A rolling GRAT structure takes 
the annuity payment received by the grantor from 
one GRAT and rolls it into a new GRAT. In this way, the 
process of passing excess appreciation on the asset to 
the beneficiaries continues.

■	 The investment advisory professionals will be consulted 
about selection of appropriate assets for each GRAT.

■	 The investment advisory professionals will set up 
custodial accounts for each GRAT and will oversee 
the funding of each GRAT, with due regard for the 
requirement that each GRAT only have a single funding.

■	 Ongoing review of GRAT performance by the team may 
uncover the opportunities to “lock in” significant gains 
in a GRAT. With effective coordination among MFO 
team members, the substitution of stable assets (such 
as bonds) from the grantor in exchange for appreciated, 
more volatile GRAT assets in a successful GRAT can 
be implemented quickly if the investment advisory 
team overseeing the client’s entire portfolio is able to 
recommend appropriate assets for an asset swap and 
efficiently implement the asset swap between custody 
accounts on behalf of the client.
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■	 The tax advisors on the MFO team will prepare the 
computations of the gift element upon creation of 
the GRAT and will prepare and file appropriate gift tax 
returns to report the gift upon the funding of each GRAT.

■	 The tax advisors will prepare appropriate grantor trust 
income tax returns for the GRAT and report the GRAT 
income on the client’s individual tax returns.

■	 New GRATs can be anticipated, created and funded  
with assets swapped out of successful or failing GRATs 
or with annual annuity distributions coming out of  
each GRAT (again, using so-called “rolling GRATs”).

■	 The team will develop and maintain a calendar tickler 
system of GRAT annuity payment due dates and 
will review these deadlines in preparation for each 
annual annuity payment. Once assets are selected for 
distribution in satisfaction of a GRAT annuity payment, 
the estate planning professionals will document the 
assets to be used and their method of valuation. The 
investment advisory professionals will prepare and 
obtain signatures, if necessary, on any needed transfer 
documents, then will transfer assets between the  
GRAT custody account and the GRAT grantor’s  
personal account.

Intra-Family Loans 
Wealthy families often make loans among themselves for 
various purposes. The senior generation might loan funds 
to children, grandchildren and trusts for the benefit of 
family members to purchase homes, enter into businesses 
or simply to make investments. The MFO can assist with 
loan transactions in the following ways to assure IRS 
compliance, avoid potential problems and enhance the 
wealth-shifting effectiveness of such loans.  

■	 Opportunities to shift wealth by structuring low interest 
rate intra-family loans can be overseen by the team. 

■	 Documenting loans with promissory notes and 
maintaining tickler files of interest rates, payment due 
dates and note maturities should be a regular item on 
the client advisory team’s agenda.

■	 Opportunities to refinance higher rate notes at lower 
rates should be a regular review item for the MFO team 
when prevailing minimum intra-family “applicable 
federal rates” decline.

■	 Regular reviews among the tax, investment advisory, 
bookkeeping, accounting and estate planning 
personnel on the team will assure that interest income 
is properly paid or accrued and correctly reported on 
family members’ tax returns and that any necessary 
gift tax returns are prepared and filed, particularly 
in the case where gifts might be made by the senior 
generation through debt forgiveness.

CONCLUSION

An integrated approach to estate planning and wealth 
management, employing a multi-disciplinary group of 
professionals working as a team, can achieve a greater 
likelihood of successful wealth transfer and minimization of 
transfer taxes. Wealthy clients who embrace this approach 
can hope to realize their wealth transfer goals early enough 
in their lifetimes to obviate reliance on transfers at death  
at significant extra transfer tax cost. Success in reaching 
wealth transfer goals can free clients to enjoy their wealth, 
to pursue philanthropic goals earlier in life, or to leave a 
larger charitable legacy at death. 
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Jim Cody specializes in estate and trust planning and counsels clients on sophisticated tax 
saving, wealth preservation and wealth transfer strategies. He has more than 25 years of 
professional experience. Jim earned a bachelor’s degree in economics from Yale University, 
received his MBA from the Graduate School of Business at the University of California, Berkeley 
and holds a juris doctor from the University of California Hastings College of the Law. 

Prior to joining Harris myCFO twelve years ago, Jim practiced law with a San Francisco Bay Area law firm where 
he chaired its Trusts and Estates practice group. He is a member of the State Bar of California, is certified as a legal 
specialist in Estate Planning, Trust and Probate Law by the California State Bar Board of Legal Specialization, and  
a Fellow of the American College of Trust and Estate Counsel (ACTEC).

Tel: 650.210.5104  •  jim.cody@harrismycfo.com 
Harris myCFO •  2200 Geng Road, Suite 100, Palo Alto, CA 94303

Harris myCFO®   l   A Knowledge of Wealth®

Integrated wealth management with independent investment advisory services and the 
comprehensive capabilities of a multi-family office. 

■  INVESTMENT ADVISORY

■  ESTATE AND TRUST ADVISORY

■  TAX PLANNING

■  PHILANTHROPIC PLANNING

■  FAMILY EDUCATION 

■  CAPITAL ADVISORY SERVICES AND CUSTOM BANKING 

■  RISK MANAGEMENT AND INSURANCE ADVISORY 

■  FINANCIAL REPORTING AND EXPENSE MANAGEMENT

Harris myCFO® is a brand delivering services through Harris myCFO, LLC, an investment advisor registered with the Securities and Exchange Commission; 
and certain divisions of BMO Harris Bank, N. A., a national bank with trust powers. Not all products and services are available in every state and/or location.

International investing, especially in emerging markets, involves special risks, such as currency exchange and share price fluctuations, as well as, political and 
economic risks.  

There are risks involved with investing in small cap companies including price fluctuations and lower liquidity. 

The information and opinions expressed herein are obtained from sources believed to be reliable and up-to-date, however their accuracy and completeness cannot 
be guaranteed. Opinions expressed reflect judgment and completeness cannot be guaranteed. Opinions expressed reflect judgment current as of the date of this 
publication and are subject to change. This presentation is not intended to constitute investment advice. 

 
United States Department of Treasury Regulation Circular 230 requires that we notify you that this information 
cannot be used by any taxpayer for the purpose of avoiding tax penalties that may be imposed on the taxpayer. This 
information is being used to support the promotion or marketing of the planning strategies discussed herein. Harris 
myCFO, LLC and BMO Harris Bank, N.A. and its affiliates do not provide legal advice to clients. You should review your 
particular circumstances with your independent legal and tax advisors.

©2012 Harris myCFO®
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This presentation is for informational purposes only and is not sufficient 
to form any basis or financial planning decision. Please consult with your 
advisor in regards to your own personal situation.

Please contact us for more information and/or for additional white paper 
titles or copies.

We look forward to the privilege of serving you. For more information, 
visit us at harrismyCFO.com or call 1-877-692-3611.


