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Navigating Uncertainty: Estate Planning
Amid IRS Changes and Tax Reforms
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Recent reports indicate the current administration’s intent for major changes related to the staffing, structure, and
operations of the Internal Revenue Service. Layoffs of as much as 50% of IRS personnel logically equate to a

significant reduction in enforcement activity.

As a further complication for estate planning, sunset provisions of the 2017 TCJA loom at the end of the year.
Legislation has been introduced in both the House' and Senate? to “permanently repeal” the federal estate and
generation skipping taxes.

These events converge to result in an environment of significant uncertainty for federal estate tax planning.

Some taxpayers may conclude that they may be able to devote less attention to estate and gift tax reporting
matters. Other taxpayers may think that they can skip planning for federal estate taxes under the guise of perma-

nent repeal.

We believe that prudent federal estate and gift tax planning involves a lifetime horizon with adherence to best
practices that yield optimal outcomes. Enforcement levels during one administration do not provide a precedent
for the enforcement activities of a future administration.

Importantly, due to the lifetime structure of the estate and gift tax regime in the United States, gift tax transactions
are subject to inquiry or examination at death.

With respect to estate tax “repeal,” even if such legislation is enacted, the fact that both the House and Senate
proposals do not repeal the gift tax strongly suggests that Congress wants the discretion to bring back the estate
tax at a future date.
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For estate planning that involves the transfers of material interests in privately held business interests, best prac-
tices include thoughtful planning, execution and reporting of such transfers that often provide the foundation for
intergenerational wealth planning. Foremost in the taxpayer’s arsenal is the Adequate Disclosure Regulations
for Gifts. Adherence to the criteria in these regulations provides taxpayers with a proactive approach to start the
three-year statute of limitations that commences upon filing of the gift tax return.

In conclusion, estate planning for the long-term is the best course of action.

Those individuals currently subject to estate tax exposure are well-advised to continue periodic planning activities
and keep current planning architectures in place.

Given the systematic fiscal challenges facing the federal government, taxpayers who maintain a course of consis-
tent and vigilant estate planning will be best positioned to achieve their planning objectives and successfully
thwart future challenges once the pendulum of enforcement activity and tax policies inevitably swing in the
opposite direction.

"H.R. 1301 — Death Tax Repeal Act, Sponsor Randy Feenstra [Rep.-R-1A-4] (Introduced 02/13/2025).
28. Death Tax Repeal Act of 2025 Sponsor: Thune, John [Sen.-R-SD] (Introduced 02/13/2025).
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Valuations are a critical element of successful tax planning strategies and objective third-party

valuation opinions are vital.

Business valuations prepared for federal tax transactions are at the core of Mercer Capital’s valuation practice. Since 1982,
we have been providing objective valuations for federal estate, gift, income tax, and corporate transactional matters. We are
recognized experts in this challenging area of valuation practice.

Mercer Capital is one of the largest independent business valuation and transaction advisory firms in the nation, with a deep
bench of seasoned professionals. We have provided thousands of valuation opinions for corporations of all sizes across
virtually every industry vertical. With the size of our staff and the firm’s technical and project management expertise, we can

handle projects of any size, no matter how complex.

And we understand what the IRS considers important. From corporate income tax planning to transfer tax planning and
administration, a federal tax valuation plays a central role in positioning your or your client’s business for success. That is why
we take great care to ensure our federal tax valuations are substantiated and well-documented, enabling you to implement

effective planning strategies with confidence.

Gift, Estate, and Income Tax Valuation Services

Estate and Gift Tax Transactions

e Estate Tax Administration and
Reporting — IRC §2031

¢ Estate & Gift Tax Controversies — o
Valuation Consulting o

¢ Gift Tax Planning & Reporting —
IRC §2512 °

* Pre-Expatriation Planning & Reporting

Income Tax Transactions

Allocation of Value, Determination of Professional Goodwill

Charitable Contributions — Reg. §1.170A — 13(c)(2)
Compensation in Kind — Reg. §1.61-2(d)(1)
Compensation Planning — IRC §§83(b) and 409(A)
Corporate Reorganizations

Corporation to S Corporation Conversion — IRC §1374
Divestitures

Expatriation Tax Reporting — IRC §877A

Income Tax Controversies — Valuation Consulting
Net Operating Loss (NOL) Carryforwards — IRC §382
Not-For-Profit — IRC §501(c)(3)

Qualified Stock Purchases — IRC §§351, 352 and 338
Worthless Securities — IRC §165
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