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Dear Reader,

As we approach the 2020 national elections, we must prepare for the possibility of 
significant changes to national tax policy.  Depending on which political party assumes 
control of the legislative and executive branches of our government, we may experience a 
change in tax policy from a period of relatively low taxation and oversight to one of 
increased taxes on the wealthy and an additional allocation of resources to taxing authorities 
like the IRS.

Helping individuals and businesses plan for tax-efficient investments and transfers of wealth 
are two of our longstanding goals.  We provide this guide to help you better understand the 
current proposals from both presidential candidates and to provide strategies for 
approaching and navigating the possible changes.  We look forward to assisting you through 
these complex issues.

Sincerely,

Your team at CWCJ
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A Trump administration would continue a policy of minimal taxation and government 
oversight.  

The Trump campaign recently proposed enacting a 10% middle-class tax cut, which 
would include lowering the 22% marginal rate for taxpayers earning between $40,125 
and $80,250 to 15% and permanently extending the 2017 tax reforms. 

Trump also proposes an undefined reduction in the capital gains tax rate as well as a 
yet to be determined capital gains tax “holiday” that eliminates capital gains tax for a 
period of time.

Republican Presidential Nominee Donald Trump’s tax policy favors reduced rates of 
income and estate taxes and limits the oversight of taxing authorities by reducing the 
budgets of executive branch agencies like the IRS.

Donald J. Trump

Income Taxes
Highest Marginal Income Tax Rate 37%

Corporate Tax Rate 20%

Maximum Capital Gains Tax Rate 20%

Estate Taxes
Estate and Gift Tax Exemption $11,580,000

Estate and Gift Tax Rate 40%

Basis Step-Up at Death Yes

A Trump administration would maintain the current record exemption levels (adjusted 
upwards for inflation) until the exemptions are scheduled to sunset at the end of 2025. 

The Trump campaign recently proposed making the current exemption amount 
permanent. 

St. Louis   |   Kansas City   |   Denver   |   MonetaGroup.com/compardo-wienstroer-conrad-janes-team Page  2

Grindstone Media Group / Shutterstock



Democratic Presidential Nominee Joe Biden has proposed numerous reforms to Federal Tax 
policy, including the repeal or modification of the 2017 Tax Cuts and Jobs Act.  His 
proposed policies indicate a preference for progressive taxes at generally higher tax rates, 
especially for those with larger incomes.

Joseph R. Biden

Income Taxes
Highest Marginal Income Tax Rate 39.6%

Corporate Tax Rate 28%

Maximum Capital Gains Tax Rate on income under $1,000,000 20%

Maximum Capital Gains Tax Rate on income over $1,000,000 39.6%

Minimum Corporate Tax Income (Amazon Rule) for corporations with $100,000,000 or more 
in annual net income

15%

Phase out small business income deduction for incomes over $400,000

Cap itemized deductions at 28%

Establish first-time homebuyers’ and renters’ tax credits

Estate Taxes

Estate and Gift Tax Exemption “Historic Levels” 
$675,000 - $5,000,000

Estate and Gift Tax Rate 40% - 50%

Basis Step-Up at Death No

A Biden administration would enact a policy of greater taxation and government oversight. 
Most significant in Joe Biden’s income tax proposal is raising the capital gains rate on income 
in excess of $1,000,000 to 39.6%.  Such a change would require careful consideration to 
recognize certain gains before the changes go into effect.  Biden suggests that he will not raise 
taxes for anyone earning less than $400,000 per year.

The changes proposed by the Biden campaign may require significant planning by clients 
with larger estates to grandfather the current exemptions. Additionally, the loss of a step-up in 
basis at death will alter the strategy for holding assets with long-term gains for estate 
planning purposes.
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Summary
Candidate Quick Comparison

Tax Policy Current Rules Donald Trump Joe Biden

Highest Marginal Income Tax Rate 37% until 2026 Make the 37% rate a 
permanent change

Return to 39.6% marginal rate for 
taxpayers earning more than 

$400,000 per year

Highest Marginal Capital Gains Tax Rate
20% for taxpayers with income in 

excess of $441,450, set to be tied to 
ordinary income rate in 2026

Make this rate permanent 
(no reversion in 2026)

If a taxpayer’s income is in 
excess of $1,000,000, capital 

gains will be taxed at the highest 
marginal rate of 39.6%

Basis Step-Up at Death Yes Yes No

Corporate Income Tax Maximum Rate 21% No change 28%

Itemized Deduction Cap Itemized deduction limit returns in 2026
Make current rules permanent 

(no reversion in 2026)
Cap value of itemized 

deductions at 28%

Social Security Payroll Tax
Social Security payroll tax capped 

at $137,000 of income
No change 12.4% Social Security Payroll 

tax on income over $400,000

Estate and Gift Tax Exemption
$11,580,000 per taxpayer,  
dropping in half in 2026

Make current rules permanent 
(no reversion in 2026)

“Historic Rates” 
$675,000-$5,000,000
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The Biden campaign has suggested certain tax breaks for families earning less than 
$400,000 per year.  These include expanding the Child and Dependent Care 
Credit of up to $8,000 per child (up to $16,000 per family), forgiving student loan 
debt, enhancing tax breaks and access to qualified plans like 401(k)s and IRAs, 
and creating tax credits for small businesses that offer retirement plans for 
employees. 

Biden also proposes allowing individuals older than 65 to qualify for the Earned 
Income Tax Credit as a way to supplement retirement savings.  Under the Biden 
plan, income up to $400,000 per year will be subject to the Social Security payroll 
tax (vs $137,700 currently). 

Biden will push for increased tax credits for employers that hire a person with a 
disability, and provide up to $30,000 in tax credits for businesses that improve their 
workplace accessibility 

Finally, Biden’s proposal includes a provision for a new refundable tax credit of up to 
$15,000 for first-time homebuyers and a tax credit for renters to effectively cap rent 
and utility costs at 30% for low-income earners. 

Additional Biden Proposals

Economic Impact
The major proposals by the Biden campaign are estimated to raise $3.1 to 
$3.8 trillion from corporations, high-wage earners and banks over the 
decade following adoption.  This represents a significant redistribution of 
wealth predominantly impacting the top 1% of earners, with a 13% to 
17.8% increase in taxes. According to most estimates, Biden’s tax plan 
would modestly shrink the economy over the long term.* 

At the time of this printing, the Trump campaign’s announcements on tax 
proposals had not yet been evaluated for economic impact.

*Tax Policy Center, Penn Wharton Budget Model, Tax Foundation, American Enterprise
Institute, Congressional Budget Office, Committee for a Responsible Federal Budget
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few months is an eternity in the political landscape, but Biden’s current lead 
in major polls brings his proposals into sharper focus.  If Donald Trump is 
reelected or if the Republicans hold the Senate, taxpayers can expect to 
maintain their current course with respect to tax policy.

But if Biden is elected and the Democrats win control of the Senate, higher-income 
earning taxpayers and taxpayers with large estates may need to make some 
important choices. 

Potential changes to the income tax code 
could be made retroactive to January 1, 
2021.  With that in mind, taxpayers who 
expect to earn more than $1,000,000 in 
2021 and who are sitting on large, long-
term capital gains may wish to consider 
recognizing a portion of their gains in  
2020 to lock in a 20% maximum capital 
gain tax rate.  

In addition, if basis step-up at death is 
expected to disappear, some gifts of 
appreciated assets that might otherwise be 
deferred should be considered more 
immediately.  

Estate planning strategies will also be 
important.  The current federal estate tax
exemption is $11,580,000 per person ($23,160,000 for a married couple) and is 
indexed for inflation.  If a taxpayer dies with assets under that threshold, no estate tax 
is due.  Every dollar above the exemption is taxed at 40%.  If the exemption is 
reduced to “historic” levels, high net worth individuals can expect to see significant 

increases to their estate tax bill.  Fortunately, taxpayers are able to grandfather the current 
high exemption even if it is reduced at some point in the future. 

Because of the way the law is drafted, grandfathering the high exemption requires high 
net worth individuals to “use it or lose it” when it comes to current values. 

For example, if the exemption drops to $5,000,000 under Biden, unless a taxpayer has 
gifted more than $5,000,000 prior  
to the exemption being lowered, the 
excess exemption will be lost.  This 
scenario presents unique planning 
opportunities related to gifting.   

High net worth individuals should 
consider using one or more of the 
following strategies in the event of a 
power transition.      

1) Create Spousal Lifetime    Access 
Trusts to fully utilize one    or both 
spouse’s estate and gift tax 
exemption.

2) Utilize life insurance to leverage 
tax exemption into income and estate 
tax-free benefits.

3) Establish Family Limited Partnerships  to transfer property to the next generation.

4) Create Intentionally Defective Grantor Trusts to sell closely-held    business interests at 
discounted rates to trusts for descendants.

Moving Forward
How to Navigate the Fork in the Road
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pousal Lifetime Access Trusts (SLATs) are a type of irrevocable trust created by 
one spouse for the benefit of the other.  The assets in the trust can be used for 
the beneficiary’s spouse’s needs during his or her life, and the beneficiary 
spouse may serve as trustee of the trust.  The assets in the trust are protected

from the claims of creditors and excluded from the beneficiary spouse’s estate for 
federal estate tax purposes.  Moreover, the trust can also provide a benefit to children 
and other descendants.   

A high net worth individual who wished to grandfather the current exemption would 
create a SLAT and fund it with the full exemption amount ($11,580,000).  

When the trust is funded, the taxpayer would allocate his or her exemption to the trust, 
locking in the current exemption.  If the exemption were to drop in the future, the IRS 
would not be able to claw back the gift. 

As long as the beneficiary spouse is living (and as long as the couple stays married) 
the spouse who established the SLAT is effectively an indirect beneficiary of the assets 
in the trust.  The risk is that if the beneficiary spouse dies or if they divorce, the indirect 
benefit is lost.  If properly structured, spouses can create SLATs for each other to 
mitigate the mortality risk or risk of divorce, but SLATs will make the most sense for 
taxpayers who can fully utilize the current high exemption.

Estate Planning Strategies
Tools for Grandfathering Current Exemptions

St. Louis   |   Kansas City   |   Denver   |   MonetaGroup.com/compardo-wienstroer-conrad-janes-team Page  7



rrevocable Life Insurance Trusts (ILITs) are a type of trust that owns one or more life 
insurance policies on the life of the trust creator. These policies are usually the only 
assets in the trust. People typically create ILITs so that the proceeds from life 
insurance will not be included in their taxable estate upon their death. 

To accomplish this, the creator of the trust, who is usually also the insured person, must 
give up all ownership and control over the insurance owned by the trust. The insured 
person usually takes advantage of the available annual gift tax exclusions to make 
gifts to the trust, which the trustee uses to pay premiums on the policies.  

High net worth individuals who have already established ILITs may choose to 
grandfather the current high exemption by gifting cash to the trust to fully pay the 
future premium.  If an ILIT is not yet in existence, and life insurance is a reasonable 
strategy for a client, high net worth individuals should consider purchasing a policy 
through an ILIT and gifting as much of the current exemption as possible to pay 
premium.  This is a very efficient way to leverage the current high exemption.  

If an individual transfers an existing life insurance policy to an ILIT, the proceeds of the 
life insurance will only be excluded from that person’s estate if he or she survives the 
transfer by three or more years. On the other hand, if the ILIT is the initial owner of the 
policy, the proceeds from the life insurance will be excluded from an individual’s estate 
immediately.  

The administration of these trusts is complicated and can cause estate tax problems if not 
handled correctly. For this reason, clients often turn to a trust company, such as Moneta 
Trust, to serve as trustee versus burdening a family member with the responsibility of 
serving as trustee. 

Irrevocable Life Insurance Trust 
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amily Limited Partnerships (FLP) are used to facilitate the transfer of family-owned 
assets from one generation to the next by establishing a partnership agreement 
between family members and funding it with family assets. General partners are 
responsible for the management of the partnership and do not receive the  

benefits of liability protection. Limited partners are passive investors protected by  limited 
liability, but who do not participate in the management of partnership assets.   

marketability, lack of free transferability, and lack of control over the underlying assets. 
Discounted partnership interests provide a tax benefit associated with the transfer of FLP 
units during your life and at death since the discount reduces the value of your estate for 
federal estate and gift tax purposes. By transferring FLP units up to a taxpayer’s current 
exemption, high net worth individuals are able to grandfather the current exemption. The 
greater the discount applied to these units, the more units may be transferred.  For 
example, if a partnership is discounted 30%, a transfer of $11,580,000 in partnership 
interests effects a transfer of approximately $16,500,000 in value.

Under a typical FLP arrangement, a husband and wife enter into a partnership 
agreement as limited partners. Limited partnership units are then gifted to the 
children as part of an overall gifting strategy. These fractional interests in the 
partnership’s assets make it possible to divide and distribute ownership interests to 
your children across a timetable determined by you. Furthermore, the limited 
partnership interests are eligible for discounts in valuation due to lack of 

Similarly, discounts may be applied to any remaining limited partnership units held in 
the estate of a deceased general partner. The discounts go toward reducing the total 
size of the taxpayer’s gross estate for estate tax purposes, and reduces estate tax 
liability.  Discounting leverages both the annual exclusion and the lifetime exemption. 

FLPs may be particularly useful for the distribution of marketable securities, real estate, 
closely held stock, and business assets. Other structures, such as limited liability 
companies, are also available to utilize in this strategy. 

2. Parents hold 99% Limited Partnership Interest

1. Parents fund Family Limited Partnership with business assets,
appreciated securities or cash

3. Parents make discounted gifts of Limited Partnership interests due to
lack of marketability, lack of control and lack of transferability

4. Limited partners receive income interest
and liability protection

Family Limited Partnerships 
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ntentionally Defective Grantor Trusts (IDGTs) are irrevocable trusts 
structured to allow the grantor to be considered the owner for income tax 
purposes while removing the assets from the grantor’s estate for federal 
estate tax purposes. The result is that the grantor continues to pay the 

income taxes generated by the trust property, but once the transfer is 
complete, the assets (and any subsequent appreciation) are no longer 
included in the grantor’s estate. 

Since the grantor is considered the owner for income tax purposes, he or she 
will pay taxes on any income generated by the assets in the trust.  This serves 
to further reduce the grantor’s estate for estate tax purposes.  Any future 
appreciation of the assets after the transfer will occur outside of the grantor’s 
estate, effectively freezing the value of the estate for federal estate tax 
purposes.

In the case of a sale, the grantor will typically make a seed gift to the IDGT. Like the 
gift of property described above, this seed gift uses a portion of the grantor’s 
lifetime gift tax exclusion.  The seed gift is subsequently used to make a down 
payment on the purchase of the assets. The trust will use a promissory note to 
finance the balance of the purchase and make periodic payments of interest and 
principal to the grantor. 

High net worth individuals can gift an amount of the sales price equal to the 
exemption to grandfather the current exemption.  Alternatively, individuals may 
elect to forgive a portion of the promissory note as a means of using their 
exemption.  If the underlying asset increases in value, the transferor will successfully 
grandfather their exemption while shielding the growth of the asset from future 
estate tax liability. 

Intentionally Defective Grantor Trust 
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igh net worth individuals and taxpayers who expect to earn more 
than $400,000 next year should proactively plan to address the 
election outcome.  If Biden is elected and the Democrats win 
control of the Senate, individuals who expect to recognize large 

capital gains in 2021 may wish to accelerate the recognition into 2020 
where feasible.   

Additionally, individuals with estates in excess of $3,500,000 to 
$5,000,000 (or married couples with $7,000,000 to $10,000,000) should, 
depending upon the complexity of their situation, consider one or more of the 

estate planning strategies outlined above.  Each of these techniques can provide 
for grandfathering the current estate tax exemption; an excellent tax efficiency with 
very little downside. 

Whatever strategy makes the most sense for you, now is the time to consider your 
options which address either election outcome.  

CWCJ specializes in assessing risk, identifying opportunity, and protecting and 
preserving wealth in changing political climates.  Contact  a CWCJ team member 
now to determine the course of action which provides the best outcome for you 
and your family.

Start Planning Today

Next Steps
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