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This year's planning season arrives amid sweeping tax and regulatory changes that affect income, 
wealth transfer, business, trust administration and reporting. The enactment of the One Big Beautiful 
Bill Act (OBBBA) reshaped the landscape for high-net-worth families, entrepreneurs and fiduciaries. 
At the same time, courts and regulators have materially altered the rules of the road for guidance, 
enforcement and compliance. The following summarizes what matters now and the practical steps to 
consider before year-end and into 2026.

What Changed: Highlights With Immediate Planning Impact

OBBBA permanently extended much of the 2017 Tax Cuts and Jobs Act (TCJA) and layered in new 
provisions with significant implications for individuals, trusts and closely held businesses.

● Transfer tax exemptions. Beginning in 2026, the estate, gift and generation-skipping transfer 
(GST) exemptions increase to $15 million per person, indexed thereafter, with no scheduled 
sunset. This makes federal transfer taxes a secondary concern for the vast majority of families, 
although state estate taxes remain relevant for many and income taxes remain relevant for all.

● State and Local Tax (SALT) deduction. For 2025–2029, the SALT deduction cap increases to 
$40,000, phasing out for incomes above $500,000. Entity-level pass-through entity (PTE) 
workarounds remain important complements but should be coordinated with the new cap and 
phase-out dynamics (as well as with your private wealth attorney depending on the complexity of 
the ownership structure).

● Qualified Small Business Stock (QSBS) Expansion. Starting in 2026, QSBS benefits expand: 
higher per-issuer exclusion caps ($15 million, inflation-indexed), a higher asset threshold for 
qualifying corporations ($75 million), and shorter holding period allowing for tiered use of the 
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exclusion. These enhancements renew interest in thoughtful share ownership, but taxpayers 
must navigate the per-issuer cap rules, the stacking/anti-abuse landscape and the permanent 
disqualification trigger if the annual cap is fully utilized.

● Trusts and itemized deductions. OBBBA brings an overall limitation on itemized deductions 
via a 2/37ths reduction for top income tax bracket taxpayers. An interpretive question is whether 
that limitation applies to deductions unique to estates and trusts (including distribution 
deductions and the fiduciary charitable deduction under section 642(c)i). Fiduciaries should 
expect IRS scrutiny and consider conservatively modeling the haircut for affected deductions 
absent further guidance.

● Retirement and Required Minimum Distributions (RMDs). SECURE and SECURE 2.0 
changes continue to govern RMDs, with later Required Beginning Dates (RBDs) and 10-year 
payout rules for most designated beneficiaries. Beneficiary designations and 
conduit/accumulation trust drafting remain critical to avoid unintended acceleration and loss of 
flexibility.

● Enforcement and administration. IRS enforcement funding shifts and a lighter Priority 
Guidance Plan, combined with the Supreme Court's rejection of the Chevron deference, mean 
more regulatory challenges and less predictability.

● Beneficial ownership reporting. The Financial Crimes Enforcement Network (FinCEN) has 
suspended enforcement of the Corporate Transparency Act's Beneficial Ownership Information 
(BOI) reporting for domestic companies; current activity is focused on foreign reporting 
companies while rules are re-examined. Open questions remain regarding previously filed 
reports and future deadlines; entities should maintain readiness and documentation pending 
updated rules.

Planning Priorities for Now

Refocus on income tax efficiency, basis and flexibility. With transfer tax exposures diminished, 
attention shifts to how, when and where income is recognized. Structures that create access, 
optionality and long-term control – while remaining nimble enough to recalibrate – are the ones to 
favor.

● Basis management at death. With larger exemptions, capturing a step-up (or step-down) is 
often more valuable than excluding appreciation from transfer tax. Consider upstream planning, 
substitution or sales between grantor and grantor trusts, and carefully tailored general powers of 
appointment to secure basis without triggering avoidable estate tax.
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● Trust distribution planning. Trusts are taxed at compressed brackets; prudent distribution 
planning can shift income to lower-bracket beneficiaries, especially where the SALT cap is 
relevant.

● SALT optimization. Quantify benefits of the $40,000 cap and the phase-out at higher incomes. 
Coordinate with PTE elections and entity-level tax strategies. For multistate families, weigh 
residency, administration and trustee location to reduce state-source exposures. Consider non-
grantor trusts for "stacking."

● QSBS positioning. Map ownership, verify issuer eligibility and maintain contemporaneous 
records. Where appropriate, consider share division strategies among family members and 
non-grantor trusts, taking care to respect section 643(f) and anti-abuse rules that collapse 
multiple trusts with substantially the same grantors and beneficiaries.

Reassess the structure and administration of trusts and entities in light of the evolving regulatory 
posture and recent case law.

● Trust drafting for flexibility. Include robust decanting tools, special and formula powers of 
appointment, substitution powers and trust protectors. Build in grantor trust flexibility when 
appropriate, but be mindful of potential adverse income tax effects of toggling.

● Entity planning and estate inclusion risk. Courts continue to scrutinize retained powers and 
"in conjunction with others" authority over distributions and liquidation in the years following the 
landmark case of Powell v. Commissioner, 148 T.C. 392 (2017), as previously described in more 
detail here. Separate investment and distribution powers, avoid unanimous voting requirements 
that place distribution and dissolution decisions within a transferor's control, and document actual 
non-tax purposes. For clients insisting on control, segment voting rights and appoint independent 
distribution managers for "tax sensitive" decisions.

● Non-grantor trust usage. Non-grantor trusts can produce tax benefits when properly structured 
and administered. Beware attribution, anti-abuse under section 199A regulations and section 
643(f). Vary primary beneficiaries and substantive rights across trusts to respect separate 
taxpayer status.

● Divorce resiliency. Courts may treat heavily controlled, family-used trusts as marital in 
substance. Use independent fiduciaries, avoid donor-centric removal powers and "investment 
advisor" roles that dominate trust activity, respect formalities, and ensure any personal use is 
arm's-length and documented. Wealthy families should strongly encourage younger generation 
beneficiaries to enter into pre-/post-marital agreements to take family assets and trusts "off the 
table."
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Conclusion

The 2025–2026 window offers unusually favorable conditions to streamline wealth plans for income 
tax efficiency, basis optimization and intergenerational governance. The right approach blends 
judicious use of trusts, carefully controlled entity structures, and precise drafting – anchored by a 
clear view of state-specific exposure and the evolving regulatory environment. We recommend 
targeted updates before year-end and a broader structural review in early 2026 to lock in benefits and 
reduce future friction. As always, the Katten Private Wealth practice stands ready and able to assist 
you with these matters at any time.
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i Unless otherwise indicated, all section references are to the Internal Revenue Code of 1986, as amended (the "Code").
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