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Efrat Y. Avigdor
Andersen

646.213.5145
efrat.y.avigdor@andersen.com

Efi Avigdor has served as trusted advisor to families and family offices for over 20 years.  Acting as a dedicated 
resource and sounding board for ultra high net worth families and family offices, Efi partners with her clients to 
provide holistic family office services, bridging multiple service lines.  From tax and wealth planning, to 
financial reporting and back office accounting support, philanthropy and risk management, succession planning 
and governance, to just about everything in between, Efi works with her clients to identify and provide the 
critical family office services they need.  She understands the complex opportunities, operational issues, and 
family dynamics that are often at play, and strives to be a productive and proactive resource for any family.

Family offices come in all shapes and sizes, and no one size fits all.  A custom approach dictates Efi’s work style, 
as does keeping a fresh and informed perspective, which punctuates everything she does.  With a background 
specializing in sophisticated income and estate tax planning, structuring, and compliance, she understands how 
actions on opposite sides of the house might interact, where ideas can fall apart, and how to keep everything 
organized and running smoothly. She works well with existing family advisors or can recommend strategic 
partners so that everyone is working holistically in the family’s best interest.

Efi holds an undergraduate degree from the University of Pennsylvania and an MBA from New York University.
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Carl C. Fiore
Andersen

646.213.5125
carl.fiore@andersen.com

Carl Fiore has significant experience with tax and financial matters affecting entrepreneurs, executives and other high 
net worth individuals. He has worked with numerous families and closely held businesses to develop and implement 
wealth maximization plans through the use of family entities, income tax planning, stock option planning, charitable 
giving strategies, and effective gift and estate tax planning.

Carl’s primary practice areas are gift and estate planning as well as fiduciary income tax. He also has experience in 
federal and state income tax consulting and compliance for individuals, partnerships, fiduciaries, estates, corporations 
and private foundations.

Carl is a lead member of the firm’s estate planning group, which has extensive experience in serving the estate, gift, 
and fiduciary tax consulting and compliance needs of corporate and private trustees as well as individuals. Carl also sits 
in the firm’s US National Tax Group as the Family Wealth Planning expert.  Carl has also been published and interviewed 
in Trusts & Estates, The Metropolitan Corporate Counsel and The Tax Stringer, and is a frequent speaker on tax planning 
matters.

Before joining Andersen, Carl worked in the Private Client Services practice of Arthur Andersen, and as a trusts and 
estates associate at Capell and Vishnick. He holds a BA from Hamilton College (Government), a JD from St. John’s School 
of Law, and an LLM from the University of Miami School of Law (Estate Planning).
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Philip S. Gross
Kleinberg, Kaplan, Wolff & Cohen, P.C.

212.880.9828
pgross@kkwc.com

Phil Gross focuses on the taxation of alternative investments, including hedge funds, real estate
funds, and private equity funds. Phil counsels clients on structuring (and restructuring) funds,
structuring investment managers and general partners, compensating managers and employees,
investing in funds, and seeding managers or being seeded. He also advises clients on family
offices, the taxation of high net worth individuals insurance dedicated funds, private placement
life insurance, and other international, federal, state and local tax issues. He has practiced at
KKWC since December 1993. Phil is a frequent speaker and author on fund and other tax issues
and planning. Phil has been selected as a New York Super Lawyer (2014 to present).

College of William & Mary (B.B.A., 1983); Beta Gamma Sigma. Vanderbilt University School of
Law (J.D., 1986). New York University School of Law (LL.M. in Taxation, 1989). Certified Public
Accountant, New York 1989. New York State Bar Association (Tax Section, Committee on Taxation
of Financial Instruments). Managed Funds Association (Tax Section). New York State Society of
CPAs (Taxation of Financial Products Committee). New York City Bar Association (former chair of
Taxation of Business Entities Committee).
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Joseph Iskowitz
Kleinberg, Kaplan, Wolff & Cohen, P.C.

212.880.9867
jiskowitz@kkwc.com

Joe forms and represents domestic and offshore investment funds, including private equity and
hedge funds. He also counsels fund managers, family offices, investors and third-party marketers
of private investment pools. Joe assists clients with structuring joint ventures between multiple
investment managers, seeding arrangements, registration with the Securities and Exchange
Commission (SEC) and the Commodity Futures Trading Commission (CFTC), and continuing
compliance with SEC and the CFTC regulations. He advises private investment funds and their
managers on securities and futures regulatory matters arising under the Securities Act, the
Securities Exchange Act, the Investment Company Act, the Investment Advisers Act, the
Commodity Exchange Act and the Dodd-Frank Wall Street Reform and Consumer Protection Act.

Columbia Law School (J.D., 2001) 
Ner Israel Rabbinical College (B.A., 1997)
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Agenda

• The Role of the Family Office

• Legal Aspects of Forming and Operating a Family Office

• Tax Issues, Advantages and Considerations

• Hot Issues
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The Role of the Family Office
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What is a Family Office - Overview
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• Colloquial Meaning v. Regulatory Meaning

• Colloquial meaning

• Industry ‒ basically, an entity established by a wealthy family to manage their 
wealth, make investment decisions and for other reasons

• Tax

• Regulatory meaning

• SEC

• CFTC (by adoption)

• No need to satisfy regulatory requirements to obtain tax benefits

• A family office can be for one person or hundreds of persons that meet 
certain requirements



Growth of Family Offices
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• Why have family offices become more popular?

• Led by historic capital activity and extreme wealth creation

• Fueled partly by tax law changes

• Why have some fund managers converted their fund to a family office?

• Disenchantment with investor climate and pressure for returns

• Regulatory considerations and compliance costs

• Operational fatigue



Purpose of the Family Office
• Wealth preservation

• Centralization of services 

• Professional structure to manage complex issues

• Alignment of family values and mission

• Business and succession planning

• Investment coordination

• Tax considerations

• More effective risk management 

• Family member considerations and preparing the next 
generations
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How the Family Office Serves Its Members
• Services vary considerably across offices, and depend largely on the family’s goals

• Manage investments 

• Investment due diligence

• Asset allocation

• Publicly traded assets

• Alternative investment funds

• Real Estate

• Artworks, collectibles

• Manage family charities and philanthropic strategies

• Manage tax process and tax planning

• Group investments so family members can invest together, pooled purchasing power

• Provide concierge services such as bill pay, keeping track of documents and information, managing 
households

• Asset protection planning

• Insurance and other risk mitigation

• Governance
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Legal Aspects of Forming and Operating 
a Family Office
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Legal Aspects of Forming and Operating 
a Family Office
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SEC and CFTC Regulation
Investment Adviser Definition

• Investment Advisors Act (“IAA”) Section 202(a)(11)

• Compensation

• Cost-based and cost-plus

• Business 

• Rare, isolated and non-periodic

• Regular and specific

• Advising others

• Identity of interest – non-mutual venture

• Securities

• Intermediate entities

• Financial planning



SEC Family Office History
• No-action letters

• Individual

• Self executing

• Private adviser exemption

• Dodd-Frank Act Section 409 (2010)

• Investment Advisers Act Section 202(a)(11)(G)

• Investment Advisers Act Rule 202(a)(11)(G)-1 (2011)
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CFTC History
• CPO no-action letter No. 12-37 (2012)

• Industry

• Not self-executing

• CTA no-action letter No. 14-143 (2014)
• Industry

• Not self-executing

• CPO Rule 4.13(a)(6) (2020)
• Self-executing without notice

• CTA Rule 4.14(a)(11) (2020)
• Self-executing without notice

19



SEC v. CFTC
• SEC exclusion

• Not an investment adviser (state remedies)

• No state registration (preemption)

• Advisers Act Section 203A(b)(1)(C)

• CFTC exemption
• CFTC jurisdiction

• Recordkeeping and special calls

• Rule 4.13(c)(1)

• Self-executing

• Existing no-action letters
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IA Registration Analysis

• Small advisers
• State

• Mid-size advisers
• State or federal

• No state registration or examination program

• Large advisers
• Federal

• Exempt reporting advisers
• Private fund advisers

• Venture capital fund advisers
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Investment Adviser Regulation

• Form ADV
• Privacy

• Chief compliance officer

• Books and records

• Custody rule

• Compliance manual

• Code of ethics

• SEC exams
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CPO/CTA Registration Analysis

• Commodity futures

• Swaps

• CPO Rule 4.13(a)(3)
• Initial margin or premiums less than 5%

• Notional value less than 100%

• Annual filing

• CTA Rule 4.14(a)(10)
• Fewer than 15 clients
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Family Office Requirements

• Advises only family clients

• Wholly owned by family clients
• Including key employees

• Exclusively controlled by family members and family entities
• Not including key employees

• No holding out as investment adviser
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Family Client

• Not necessarily an actual client but an eligible client of the 
family office

• Family office not necessarily a mutual venture

• Family office does not need to be owned by actual clients of 
the family office

• Defined term for familial relationship, not for adviser-client 
relationship
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Family Client – Family Member
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Family Client – Family Member

• Common ancestor
• Live or dead

• May be changed (no filing)

• 10 generations

• Lineal descendants
• Adopted/foster/step children

• Guardianship (if begun as minor)

• Spouses and spousal equivalents

• No in-laws (siblings or parents)
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Family Client – Volcker Rule

• Prohibits banks from investing in or sponsoring covered funds

• Hedge funds and private equity funds

• Family wealth management vehicle 

• Owned and controlled by family customers

• Family client or in-law of family client

• January 30, 2020
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Family Client – Other

• Former family member
• Forever, including additional investments

• No further descendants or spouses

• Non-profits and charities funded by family

• Estates of family clients

• Irrevocable trusts with family beneficiaries

• Revocable trusts with family grantors

• Wholly owned companies

• Involuntary transfers (one year)
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Family Client – Key Employees

• Key employees (no descendants)

• Spouse and equivalent with joint property

• Former key employees (no additions)

• Definition (IAA Rule 205-3; ICA Rule 3c-5)
• Executive officer 

• Equivalent policy making function

• Investment professional

• 12 months at family office or elsewhere

• No entities (cannot control family office)
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Ownership

• Wholly owned by family clients

• Voting or non-voting

• Need not be family members
• Key employees
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Control

• Exclusively controlled by family members and family entities

• Voting shares

• Directors (majority)

• Officers

• No key employees or their entities
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Multi-family Offices
• Not excluded

• In-laws (siblings and parents)

• Integration
• Advisers Act Section 208(d)

• Same employees

• Same single employee (Peter Adamson III)

• Integration analysis (Richard Ellis)

• Multiple offices for single family

• May not know of other offices
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Private Investment Funds

• Hedge funds and private equity funds

• Securities Act of 1933
• Regulation D

• Investment Company Act of 1940
• Section 3(c)(1)

• Section 3(c)(5)(C)

• Section 3(c)(7)

• No registered investment companies

• Commodity pools (CPO)

• No Form PF
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Tax Issues, Advantages and Considerations
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What are the income tax issues and advantages

• There is no technical definition of a family office for tax 
purposes

• Typically involves interplay of several entities

• Two tax developments in recent years have been a big impetus 
to create a family office
• Lender Management case 

• TCJA changes
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Lender Management

Facts

• Extended family

• Investment manager was a partnership that was managed by a 
family member full time

• Person was a financial professional

• Met with each family member and the family members did not 
have to invest in the same investments
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TCJA changes
• Tax Cuts and Jobs Act

• Under the Act, individuals may no longer deduct investment management & advisory fees, 
income tax preparation fees, legal fees and other formerly deductible expenses

• Before enactment (and possibly after if the act sunsets 2026) these deductions were often 
limited or lost completely due to:

• Alternative Minimum Tax: Investment management & advisory fees, income tax preparation fees 
and other deductible expenses are not deductible for the Alternative Minimum Tax computation

• 2% Limitation on Other Miscellaneous Deductions: Investment management & advisory fees, 
income tax preparation fees, and other deductible expenses are deductible only to the extent that 
they in the aggregate exceed 2% of adjusted gross income

• 3% of Adjusted Gross Income Limitation: Assuming the investment management & advisory fees, 
income tax preparation fees, and other deductible expenses clear the 2% hurdle, they are 
additionally reduced by 3% of adjusted gross income with modifications along with all other itemized 
deductions

• By paying expenses from an entity to which the above rules do not apply and funding this 
entity with income otherwise taxed to the individual, these expenses remain/become 
deductible
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• The C corporation general partner receives a profits interest for providing 
investment advice to the partnership. 

• Since the C corporation is responsible for the management of the 
partnership’s investments, its profits allocation is reduced to the 
extent its responsibilities are delegated to others and paid for directly 
by the partnership.

• The profits interest of the general partner effectively reduces the gross 
income allocated to the other partners in an amount that approximates 
the investment expenses.

39
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a C Corp General Partner



• Advantages

• Benefit is provided at a blend of ordinary income and capital gains tax rates.

• Deduction may be allowed for expenses that did not necessarily have sufficient connection to 
specific investments to allow them to be capitalized.

• Provides a position for obtaining tax benefit for portfolio expenses that might otherwise be 
limited or disallowed.

• Disadvantages

• The corporate general partner may be required to comply with securities laws as discussed 
above (generally not an issue if only related money is managed). 

• It requires additional annual tax return filings.

• Where the C corporation is used for transfer tax planning, Chapter 14 implications should be 
considered.

• Possible IRS Challenges:

• The general partner is not acting in its capacity as partner, and thus the investment expenses 
could be recast as 2% deductions flowing to all of the partners (i.e., the payment is really a 
fee -§707(a)). 

• IRS can challenge substantial economic effect of allocations
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Allocation to Management Co.

Interest $2,000

Dividends               $980,000

Capital Gains           $18,000

Total Carry Inc.  $1,000,000

In exchange for handling the management, Management Co. will receive a management fee of 5 

basis points along with a profit allocation of 20% on the first $5M of profit generated by Investments 

LP I.  The profits allocation would then cascade in a waterfall scenario to lower percentages based on 

increased profits of the partnership, in this case, 5% of the next $5M. Management Co. will receive a 

K-1 for its profits allocation as well as its management fee.

Investments LP I

$250M FMV

(First $5M)

Interest $10,000

Dividends             $4,900,000

Capital Gains            $90,000

Total Income         $5,000,000

20% Profit Allocation

Investments LP I

$250M FMV

(Next $5M)

Interest $10,000

Dividends             $4,900,000

Capital Gains            $90,000

Total Income         $5,000,000

5% Profit Allocation

Allocation to Management Co.

Interest $500

Dividends             $245,000

Capital Gains           $4,500

Total Carry Inc.   $250,000

Fee Income         $125,000

Investment LP I Profits Interest – 20% of First $5M, 5% of 
Next $5M, Capped at $10M 
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Partnership with a C Corp General Partner - Issues

• Sec. 707(a) factors to consider:

• Whether the payment is subject to an appreciable risk as to amount 

thereof -- significant entrepreneurial risk

• Is partner status transitory?

• Are the distribution and allocation made to the partner close in time 

to the partner's performance of services? 

• Partner primarily to obtain tax benefits?

• The value of the recipient's interest in general and continuing 

partnership profits relative to the allocation in question.

• How should carry be structured?

• Risk of overfunding/ underfunding 

• Proper structuring of incentive allocation is a must
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Partnership with a C Corp General Partner - Issues

• Personal holding company issues associated with C corporation’s 

share of investment income

• PHC’s net operating loss carry over limitation (1 year)

• Double taxation of C corporation earnings and appreciation of its 

interest in the investment partnerships
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Other Entities as Management Company

• Issues associated with using an LLC/partnership or S corporation as the 

management company

• Can flow-through have a separate “business” of managing its owner’s 

money

• Issue becomes less acute the more family members and entities are 

involved in the structure

• Can a flow-through entity re-characterize Sec. 212 expenses flowing 

through from subsidiary (third-party) partnerships (lower tier expenses)?

▪ Lender Case held that family office expenses can be Sec. 162 deductions 

even if the only parties are related
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Integrating with Current Structures

• Existing FLPs
• Consider asset allocation

• Separating asset classes into separate entities

• Consider whether or not aggregation can be used

• Consider tax distribution provisions

• Existing operating business/farm/real estate
• Expenses likely already deductible

• May just want to pay a small fee to F/O (which would also be deductible)

• Trusts
• 67(e) expenses still deductible to trusts

• May look to shift expenses to non-grantor trusts

• There is element of “reverse” estate planning by pulling profit out of trust to F/O – although income tax 

benefit mitigates issue

• Foundations/Tax-Exempts
• Must be wary of self-dealing rules

• Issues of cross-utilizing employees

• Typically either left out of structure or small fee is paid to F/O
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Other Considerations

• What expenses are deductible

• What is an appropriate carry

• Funding during start up

• Family office ownership

• Compensation to owners

• Employment considerations

• Estate tax planning

• Sec. 2701 likely to apply if management company is transferred to 

younger generation family members/trusts

• Control can be transferred to younger generation family members 

without transfer of the family office itself to avoid gift tax issues
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Hot Issues
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Hot Issues and Planning for Family Offices/Members
• State and local tax-free trusts

• Investing in passive foreign investment companies (“PFICs”) and controlled foreign 
corporations (“CFCs”)

• State entity-level taxes mandatory or opting into

• Moving to a low- or no-tax jurisdiction

• For example, Florida or Puerto Rico

• Contributions of appreciated publicly traded stock to private foundations or donor 
advised funds

• Investing in REITs

• Investing via private placement life insurance (“PPLI”) and private placement 
variable annuities (“PPVA”)

• How to interpret Lender Management – help or hindrance

• Shift in focus with respect to preparing the heirs – movement around more 
meaningful family interaction 
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This material is provided for general informational and
educational purposes only. The information contained in this
material is subject to change without notice. The presenters
undertake no obligation to update this material.


