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This ar cle is a case study based on an actual
Ballen ne Partners client family.
While the
strategies and results described are real and
veriﬁable, the details of the clients’ background
informa on have been altered to maintain
conﬁden ality.
The ar cle describes best prac ces for maximizing
client a er-tax returns using a number of
techniques, including asset alloca on planning,
asset loca on planning, and ac ve tax management
of por olios. For example, in the case of the clients
described in this case study:
During the period of 2007-2014, the clients received
about $7.5 million of interest and dividend income,
but paid tax on only about $2.5 million of interest
and dividend income. The $5m balance of the
income that would have otherwise been subject to
current taxa on was sheltered from tax through our
asset loca on and ac ve tax management
strategies.
The majority of this income was
generated through tax-exempt municipal bonds or
within tax-deferred accounts. There was no tax
audit risk associated with this.
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During the market crash of 2008, we generated tax
beneﬁts worth about $1.5 million to be used in
future years. Those tax beneﬁts reduced the impact
of market losses during 2008 and more than oﬀset
all capital gain tax liabili es in all years since 2008
combined. The client s ll has a tax beneﬁt of about
$500,0001 to use in future years.
Through our asset loca on planning, the client was
able to transfer about $1.25 million tax-free to
future genera ons. We were able to achieve this in
spite of the fact that the clients had previously
exhausted their life me gi allowance.
The
successful wealth transfer strategy avoided about
$500,000 of gi tax that otherwise would have been
due immediately, and avoided a much larger estate
tax that would have eventually applied if the assets
had con nued to grow inside the clients’ estate.
By strategically loca ng assets in a tax-aware
manner and realizing losses throughout each year
(rather than wai ng un l the end of year),
Ballen ne Partners added over $1,000,000 of value
on top of the reported investment returns we
generated during the period. The value added from
this integrated advice oﬀset 76% of Ballen ne
Partners’ advisory fees.

Our analysis accounts for the full tax beneﬁt on realized capital losses in the year they are generated in order to quan fy their value, which is consistent with the industry’s accepted methodology for measuring a er-tax returns.

About the Clients

The Results

Colin and Madeline Sullivan2 are long- me clients of
Ballen ne Partners. Colin, now re red, was the
founder and CEO of a successful, publicly traded
company. The Sullivans have a large family with
many children and grandchildren. Their wealth
management objec ves are to:

The analysis covers the period from January 2007 December 2014, and the results reported in this
ar cle are for the en re period unless otherwise
noted. The Sullivans’ investment objec ve during
the en re period was to generate growth and
income through a strategy that balanced capital
apprecia on and current income, with the goal of
earning a long term a er-tax return exceeding the
rate of inﬂa on. This objec ve was ul mately met
on a pre-tax and post-tax basis. The Sullivans are
able to tolerate substan al short-term ﬂuctua ons
in value. Their investment assets are as follows:

1. Ensure that Colin and Madeline have suﬃcient
income to sustain their lifestyle for their
life mes.
2. Transfer wealth to their children and
grandchildren during the life mes of Colin and
Madeline in a manner that is tailored to the
speciﬁc needs of each recipient. (Some gi s are
in trust, and others are outside of trusts.)
Owner
Personal Taxable Accounts
Tax-Deferred Accounts
Charitable Remainder Trust
Family Trust #1
Family Trust #2
Family Trust #3
Family Foundation

Value as of
12/31/14
$10,500,000
$10,500,000
$1,800,000
$1,200,000
$8,000,000
$2,500,000
$1,500,000
$36,000,000

The family also has several million of private
investment partnerships that are included in the
Asset Allocation Targets
Real Assets Alternatives
17.0%
4.0%
17.0%
4.0%
12.0%
8.0%
12.0%
10.0%
12.0%
5.0%
12.0%
5.0%
13.0%
7.0%

Equity
44.0%
44.0%
55.0%
38.0%
60.5%
60.0%
57.0%

3. Cover the educa on expenses for all genera ons
of the family from grade school through
graduate school.
4. Make generous gi s to charitable organiza ons
and other causes the family cares deeply about.
5. Minimize estate and gi taxes by integra ng
estate planning and investment strategies.
6. Surround the family with a highly capable team
of professional advisors. Work diligently with
that team to maximize the value of their advice
and other services.

Bonds
31.0%
31.0%
20.0%
35.0%
17.5%
18.0%
18.0%

Cash
4.0%
4.0%
5.0%
5.0%
5.0%
5.0%
5.0%

asset alloca on targets but excluded from the
investment return calcula ons since they were
direct investments selected by Colin based on his
contacts in the investment world.
Chart 1 on the following page shows the cumula ve
value we added to the Sullivans’ investment returns
over the period 2007 - 2014. The sources of the
added value were:


Income tax savings



Gi and estate tax savings
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Actual client names have been changed for privacy purposes.
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Chart 1

The gi and estate tax savings were achieved
through the use of a series of two-year termed
Grantor Retained Annuity Trusts (“GRATs”). A GRAT
is a trust to which the grantor transfers an asset in
exchange for the right to receive a ﬁxed annuity for
a ﬁxed number of years. If the trust’s value grows in
excess of the ﬁxed payments due to the grantor, the
excess is allowed to pass gi -tax free to the trust
beneﬁciaries. Therefore, it is generally desirable to
fund GRATs with equi es or other growth assets.
The 2008 credit crisis period was an op mal me to
implement GRAT strategies because both asset
values and interest rates were low compared to

what we expected they would be as the market
recovered. As illustrated in Chart 2, four of the ﬁve
GRATs were successful, allowing Colin and Madeline
to transfer $1.25m tax-free to future genera ons
avoiding a gi tax of about $500,000.
This wealth transfer strategy did not result in the
Sullivans losing any of their contributed investment
capital or having to change their asset alloca on.
We simply transferred their exis ng stock
investments from their personal accounts into the
GRATs. The December 2010 GRAT that failed did
not cost them anything.

Chart 2
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Conclusion
As is illustrated by the Sullivans’ situa on, the
beneﬁts associated with integrated investment and
ﬁnancial planning advice come from a variety of
sources. Loca ng investments tax eﬃciently, tax
loss harves ng, and transfer of rapidly apprecia ng
assets are all examples of how the Sullivans
beneﬁted from integrated advice. In the case of the
Sullivans, roughly 76% of advisory fees were oﬀset
by our tax eﬃcient investment decisions, thus
reducing our net cost to about 0.13% per year for all
of the other advice and services we provided to the
family.
Notably, these strategies represent
incremental value created over and above asset
alloca on and manager selec on decisions that are
also part of Ballen ne Partner’s integrated
investment process.

While the facts described here are unique to the
Sullivan family, the investment management and
wealth planning strategies are representa ve of
those used throughout our prac ce. In addi on to
focusing on making smart investment decisions, we
develop strategies for op mizing our clients’ a ertax returns. While the a er-tax results realized by
each client will vary based on the client’s speciﬁc
circumstances and the behavior of the investment
markets, our goal is to deliver value above and
beyond investment returns.
See Appendix for addi onal informa on.

About Aus n Poirier, MSFP, CFA
In addi on to his client responsibili es as a Senior Investment Advisor, Aus n oversees investments in
hedge funds and commodi es, including public and private energy managers. Within these asset classes,
Aus n is responsible for formula ng the ﬁrm's investment strategy, evalua ng public and private investment
opportuni es and monitoring trends within the markets.
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APPENDIX
1. We selected January 2007 as the star ng point for this analysis because that is when the Sullivans’
investment por olio became fully diversiﬁed. Prior to that me, their investment por olio was highly
concentrated in the stock of the company founded by Colin, and their investment results were
dominated by the performance of that single stock. (The strategies and tax costs generated by the sale
of this concentrated posi on are not included in this analysis.)
2. Annual tax rates used in analysis. Assumes all income and gains are taxed at the highest marginal
Federal tax rates. Client was in AMT from 2008 – 2012.

3. Gi tax savings are credited in the year that each GRAT expires.
4. Annual por olio returns:

5

This report is the confidential work product of Ballentine Partners. Unauthorized distribution of this material is strictly
prohibited.
The information in this report is deemed to be reliable but has not been independently verified. Some of the conclusions
in this report are intended to be generalizations. The specific circumstances of an individual’s situation may require advice
that is different from that reflected in this report. Furthermore, the advice reflected in this report is based on our opinion,
and our opinion may change as new information becomes available.
Nothing in this presentation should be construed as an offer to sell or a solicitation of an offer to buy any securities. You
should read the prospectus or offering memo before making any investment. You are solely responsible for any decision to
invest in a private offering.
The investment recommendations contained in this document may not prove to be profitable, and the actual performance
of any investment may not be as favorable as the expectations that are expressed in this document. There is no guarantee
that the past performance of any investment will continue in the future.
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