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Since 2018, many family offices 
have been structured so that their 
investment advisory and management 
expenses are potentially deductible for 
federal income tax purposes. Before 
2018, individuals, estates, and trusts 
were generally able to deduct 
miscellaneous itemized deductions 
(including investment advisory and 
management expenses) to the extent 
they exceeded 2% of the taxpayer’s 
adjusted gross income. This deduction 

was suspended for 2018 through 
2025, with the suspension set to 
expire at the end of 2025. However, 
the 2025 tax act permanently repeals 
the deduction.1 Consequently, 
structuring a family office with 
deductibility of investment advisory 
and management expenses for 
federal income tax purposes as 
one of the goals will continue to 
be advantageous. 

1 �For a general discussion of the 2025 tax act, see Jacqueline Denton and Andrea Levine Sanft, The One Big 
Beautiful Bill Act Signed into Law, Which Includes Many Provisions Affecting the Taxation of Individuals 
(a publication of the UBS Advanced Planning Group).
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Ultra high net worth individuals and 
families may consider setting up a 
family office to manage their wealth, 
carry out the administrative needs of 
numerous stakeholders, and possibly 
improve tax efficiency. The decision of 
whether to establish a family office 
often begins with an analysis of the 
potential economic benefit of the 
family office, weighed against the cost 
to organize and maintain the structure. 
The benefit is generally driven by 
potential deductibility of investment 
advisory and management expenses 
(and some other expenses) that would 
be nondeductible if incurred outside of 
a properly structured family office.

A trade or business can deduct its 
ordinary and necessary expenses 
regardless of the treatment of 
miscellaneous itemized deductions 
under federal tax law. Accordingly, an 
investment management enterprise 
that operates as a trade or business 
can deduct its ordinary and necessary 
expenses, which can include 
investment advisory and management 
expenses.2 Case law has provided 
some authority and guidance for 
family offices to enable them to 
operate as a trade or business and 
therefore deduct investment advisory 
and management expenses.3 For a 
more in-depth discussion of these tax 
issues, see Brian Schimpf and Brian 

Hans, Economics of Structuring a 
Family Office (a publication of the 
UBS Advanced Planning Group ).

Before the enactment of the 2025 tax 
act, there had been some question as 
to whether setting up a family office 
structure designed to allow the 
deductibility of investment advisory 
and management expenses would be 
less economically advantageous 
beginning in 2026. The concern had 
been that, if individuals, trusts, and 
estates were again able to deduct 
miscellaneous itemized deductions, 
then the family office structure, which 
potentially permits the deductibility of 
investment advisory and mangement 
expenses as trade or business 
expenses, would be relatively less 
beneficial. However, with the 2025 
tax act permanently eliminating the 
ability of individuals, estates, and trusts 
to deduct miscellaneous itemized 
deductions, the economic rationale 
driving family office structuring will 
remain the same going forward as it 
has been from 2018 through 2025. 
Moreover, the 2025 tax act 
permanently extends current individual 
income tax rates, retaining the top rate 
of 37%, and permanently fixes the top 
corporate tax rate at 21%. This clarity 
enables more confident long-term 
planning decisions, including with 
respect to family office structuring.

2 IRC § 162.
3 Lender Management LLC v. Commissioner, T.C. Memo. 2017-246.
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About the Advanced
Planning Group

The Advanced Planning Group consists of former  
practicing estate planning and tax attorneys with extensive 
private practice experience and diverse areas of specialization, 
including estate planning strategies, income and transfer 
tax planning, family office structuring, business succession 
planning, charitable planning and family governance. 

The Advanced Planning Group provides comprehensive 
planning and sophisticated advice and education to ultra 
high net worth (UHNW) clients of the firm. The Advanced 
Planning Group also serves as a think tank for the firm, 
providing thought leadership and creating a robust intellectual 
capital library on estate planning, tax and related topics of 
interest to UHNW families. 
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Disclosures

Purpose of this document.
This report is provided for informational and educational purposes only. It should be used solely for the purposes of discussion with your UBS Financial 
Advisor and your independent consideration. UBS does not intend this to be fiduciary or best interest investment advice or a recommendation that you 
take a particular course of action. The information is current as of the date indicated and is subject to change without notice.

Personalized recommendations or advice.
If you would like more details about any of the information provided, or personalized recommendations or advice, please contact your UBS Financial Advisor. 

Conflicts of interest.
UBS Financial Services Inc. is in the business of establishing and maintaining investment accounts (including retirement accounts) and we will receive 
compensation from you in connection with investments that you make, as well as additional compensation from third parties whose investments we 
distribute. This presents a conflict of interest when we recommend that you move your assets to UBS from another financial institution or employer 
retirement plan, and also when we make investment recommendations for assets you hold at, or purchase through, UBS. For more information on how 
we are compensated by clients and third parties, conflicts of interest and investments available at UBS please refer to the “Your relationship with UBS” 
booklet provided at ubs.com/relationshipwithubs, or ask your UBS Financial Advisor for a copy.

No tax or legal advice.
UBS Financial Services Inc., its affiliates and its employees do not provide tax or legal advice. You should consult with your personal tax and/or legal 
advisors regarding your particular situation.

Important additional information applicable to retirement plan assets (including assets eligible for potential rollover, distribution or conversion). 
This information is provided for educational and discussion purposes only and are not intended to be fiduciary or best interest investment advice or a 
recommendation that you take a particular course of action (including to roll out, distribute or transfer retirement plan assets to UBS). UBS does not 
intend (or agree) to act in a fiduciary capacity under ERISA or the Code when providing this educational information. Moreover, a UBS recommendation 
as to the advisability of rolling assets out of a retirement plan is only valid when made in a written UBS Rollover Recommendation Letter to you provided 
by your UBS Financial Advisor after a review of detailed information that you provide about your plan and that includes the reasons the rollover is in your 
best interest. UBS and your UBS Financial Advisor do not provide rollover recommendations verbally.

With respect to plan assets eligible to be rolled over or distributed, you should review the IRA Rollover Guide UBS provides at ubs.com/irainformation 
which outlines the many factors you should consider (including the management of fees and costs of your retirement plan investments) before making a 
decision to roll out of a retirement plan. Your UBS Financial Advisor will provide a copy upon request.

Important information about brokerage and advisory services.
As a firm providing wealth management services to clients, UBS Financial Services Inc. offers investment advisory services in its capacity as an SEC-registered 
investment adviser and brokerage services in its capacity as an SEC-registered broker-dealer. Investment advisory services and brokerage services are separate 
and distinct, differ in material ways and are governed by different laws and separate arrangements. It is important that you understand the ways in which 
we conduct business, and that you carefully read the agreements and disclosures that we provide to you about the products or services we offer. For more 
information, please review the client relationship summary provided at ubs.com/relationshipsummary, or ask your UBS Financial Advisor for a copy.
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