Expiring provisions of RSM
the tax cuts and jobs
act — what needs your

attention now

February 6, 2024
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Learning objectives

1. Recognize the key provisions of the expiring Tax Cuts and Jobs Act that
will affect both business owners and high net worth individuals in 2025.

2. Describe the potential consequences of the expiring provisions.

3. ldentify the specific areas of taxation, such as individual-owned
passthrough businesses, estate and gift taxes, and itemized deductions,
that are likely to be affected by the expiration of key provisions in 2025.
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Introduction

Timeline and selected provisions set to expire

Case Study #1 — Planning for Liquidity Event

Case Study #2 — Business Succession Planning

Case Study #3 — Planning With Liquid Investment Portfolios
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What lies ahead?

2024 Elections Perfect storm

Sunsets and
more

(2024-2025)

Dems sweep House, Senate Republicans sweep House, Mixed
and White House Senate and White House

2025 TCJA individual provisions

sunset
Political platforms

OECD Pillar One and Two and IRS
funding/performance

House and Senate up for grabs

What's on the table? Everything

Political platforms
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Timeline of opportunities for Congress and

President to address expiring TCJA provisions

11/5/20 Jan Feb-Jul 2‘?);% Oct Nov - 12/31/
24 2025 2025 2025 Dec 2025
recess recess 2025

‘ Legislative Legislative Legislative
L windows windows windows
Presallcrjanal Inauguration ¢
Congressional Day .Scheduled
elections expiration of many
TCJA provisions
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Summary of selected expiring provisions

Income tax Estate planning Business owners
« 37% top income tax rate * Sunset of the estate, gift, and « QBID (§199A) expiration
reverting to 39.6% SST ta: exem;’:t.lor;]s o 0 e 296% to 39.6%
 Highest Bracket MFJ - $693,750  ° EXémplions cutin hait from the . End of phasedown of
in 2023 from $470,700 in 2017 2025 exemptions = from an accelethed depreciation
S _ estimated $14 million per person P
« Standard deduction amount to an estimated $7 million per (bonus)
reduced person * Opportunity Zone Capital Gain
« Removal of SALT deduction Deferral

limits
« Personal exemptions and

miscellaneous itemized
deductions back

« Office in home for Employees
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Case study #1: planning for liquidity event

Kristina holds a majority interest in XYZ LLC

« Value of Kristina's interest: $50 million

« Passthrough entity for income tax purposes

» Kristina anticipates that XYZ LLC will continue to increase in value. She is considering a
sale of all or almost all of her interest in the next few years to a strategic buyer at a
significant premium.
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Business Related Considerations

« Expiration of Qualified Business Income Deduction (§199A) increases taxes on operating
income

Top individual rate reverting to 39.6 percent compounds that impact

Combine impact if full QBI deduction was available results in increase in taxes on operating
income of 10 percent

« 37 percent top rate reduced to 29.6 percent with full QBl deduction, compared to 39.6
percent after expiration of TCJA provisions

If asset intensive business, phasedown of accelerated depreciation may also increase
taxable income over the window

Salt deduction limitation expiring; HOWEVER, state PTE regimes are not tied to TCJA
sunsetting

 PTE regimes enacted by states may still prove beneficial
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Individual Income Tax Considerations

Accelerate income from a
potential sale
» Avoid deferred

Understanding the Reinvest proceeds in

impact of rate changes Opportunity Zones
compensation
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Estate planning considerations RSM

Common strategies

» Gifts under the available exemption

« Sale to irrevocable trust in exchange for a promissory note (IDGT)
* Grantor-retained annuity trust (GRAT)

Valuation issues

Fully implement all estate planning transfers well ahead of the liquidity event
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Case study #2: Business Succession Planning

« Terry operates ABC LLC with his siblings as equal owners

« Value of Terry's interest: $50 million
« Passthrough entity for income tax purposes

« Terry and his siblings believe the business would be more valuable to future generations if
it is kept in the family rather than being sold to a third party

« Terry has three children and two grandchildren. He wants to start planning for a smooth
transition of the business to children and eventually to grandchildren
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Business Related Considerations

« Expiration of Qualified Business Income Deduction (199A) increases taxes on
operating income

« Top individual rate reverting to 39.6 percent compounds that impact

« Combine impact if full QBI deduction was available results in increase in taxes on
operating income of 10 percent

« 37 percent top rate reduced to 29.6 percent with full QBI deduction, compared to
39.6 percent after expiration of TCJA provisions
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Business Related Considerations

« C Corporation rate to remain at 21 percent — not set to expire with TCJA sunsetting
« Second layer of tax remains at 23.8 percent

* Results in all in corporate rate of ~39.8 percent

* However, if no cash is distributed the second level of tax can be deferred

« This results in an ~18.6 precent lower rate operating income for a C corporation compared
to a pass-through entity
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Individual Income Tax Considerations

Gifting vs. selling to future
generations

Transferring to future
generations outright

Basis implications and VS. in trust
future growth variables

RSM | 17



Estate planning considerations

Cashflow
analysis

Ongoing
involvement in
or control of the
business

Flexibility to
deal with
changes in
circumstances

Estate tax
planning for the
next generation

RSM
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Case study #3: planning with liquid
investment portfolios

» Alex sold her business three years ago to a strategic buyer
« After taxes, her share of the net sale proceeds was $200 million

* Alex used the sale proceeds to establish a diversified investment portfolio, a
substantial portion of which consists of marketable securities

RSM | 20
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Business Related Considerations

« If investment in pass-through entities that may generate ordinary operating income is part
of investment strategy, after tax ROl may be impacted:

« By increase in top tax rates
« Expiration of QBI deduction

- State PET elections for investments in pass-through entities may continue to be
advantageous

RSM | 21



RSM
Individual Income Tax Considerations

Removal of the deduction limitation for state and local taxes paid

Charitable Planning
IRA qualified charitable rollovers

Percent of deductible adjusted gross income for public charities will
decrease from 60% to 50%

Timing of charitable contributions

Top income tax rate goes to 39.6%, up from 37%
May want to consider a Roth conversion

RSM | 22
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Individual income tax considerations

Charitable Planning Top income tax rate goes to 39.6%, up
IRA qualified charitable rollovers from 37%
Percent of deductible adjusted * May want to consider a Roth
gross income for public charities conversion
will decrease from 60% to 50%
Timing of charitable contributions

Removal of the deduction limitation for
state and local taxes paid

05 February 2024 RSM | 23
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Estate planning considerations

« Strategic gifts
« Using GST exemption
* Inserting flexibility into documents if sunset is avoided

« Charitable giving opportunities

RSM | 24
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Estate planning considerations

Inserting flexibility
into documents if
sunset is avoided

Using GST Charitable giving

Strategic gifts

exemption opportunities
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Thank you
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This document contains general information, may be based on authorities that are subject to change, and is not a substitute for professional advice or services. This document does not constitute assurance, tax, consulting, business,
financial, investment, insurance, legal or other professional advice, and you should consult a qualified professional advisor before taking any action based on the information herein. Information has been obtained from a variety of
sources believed to be reliable though not independently verified. RSM US LLP, its affiliates and related entities are not responsible for any loss resulting from or relating to reliance on this document by any person. Internal Revenue
Service rules require us to inform you that this communication may be deemed a solicitation to provide tax services. This communication is being sent to individuals who have subscribed to receive it or who we believe would have an
interest in the topics discussed. Past performance does not indicate future performance. The sole purpose of this document is to inform, and it is not intended to be an offer or solicitation to purchase or sell any security, or investment or

service. Investments mentioned in this document may not be suitable for investors. Before making any investment, each investor should carefully consider the risks associated with the investment and make a determination based on the
investor’s own particular circumstances, that the investment is consistent with the investor’s investment objectives.

RSM US LLP is a limited liability partnership and the U.S. member firm of RSM International, a global network of independent audit, tax and consulting firms. The member firms of RSM International collaborate to provide services to

global clients, but are separate and distinct legal entities that cannot obligate each other. Each member firm is responsible only for its own acts and omissions, and not those of any other party. Visit rsmus.com/aboutus for more
information regarding RSM US LLP and RSM International.

RSM, the RSM logo and the power of being understood are registered trademarks of RSM International Association.

© 2024 RSM US LLP. All Rights Reserved.
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