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By Daniel J. Scott

f there is one cliché that I would love

to do away with, it is that of the en-

tertainer who, after achieving great

success and fortune, is left penniless.

How can this keep happening? While
the reasons may be complex and varied, at
least one solution is fairly simple — you
guessed it, the family office.

The concept of a “family office” has been
around in some form or another for quite
some time. In recent years, however, the
term has been making headlines in the
wealth planning industry, due in large
part to the rise in so-called multi-family
offices and an ever-expanding menu of ser-
vices available to the rich. As a result of the
growing popularity of family offices, and
our insatiable appetite to use buzz words
whenever possible, defining exactly what a
“family office” is or how it can be useful has
become somewhat difficult. In the broadest
sense, a family office represents the gover-
nance structure for privately owned assets
— itis a vehicle for managing wealth.

Entertainers are in a unique position be-
cause the demands of their schedules virtu-
ally preclude their involvement in their own
day-to-day finances and investments. In
addition, entertainers who achieve “brand”
status are often involved in several different
industries, such as clothing lines, restau-
rants, etc., and may own several different
companies. Therefore, in addition to man-
aging his or her primary entertainment
career, an entertainer’s responsibilities
can consist of day-to-day tasks (everything
from paying bills to arranging for car ser-
vices), managing investments, overseeing
operating businesses and planning for his
or her own future and the future of his or
her family, all of which must get done while
the entertainer is out in the world, well,
entertaining. Not to mention that most
entertainers, at least in the early stages of
their careers, are not financially sophisti-
cated. With so many moving parts, it is no
wonder why so many in the industry who
do not have a central governance structure
see their fortunes squandered. Attorneys
and other professional advisers should con-
sider using a family office model (at least
in principal, if not formally) as a means of
protecting and enhancing an entertainer’s
wealth, taking care of day-to-day respon-
sibilities, ensuring tax compliance and
reporting, and providing for a long-term
estate and business succession plan that
provides for a seamless post-death transi-
tion and preserves the entertainer’s wealth
and legacy.

In order to do so, the entertainer first
needs a core team of advisers. This team

can take many forms, depending on the
overall structure that is implemented. For
example, the advisers can be trustees of
a trust, directors of a corporate board or
members of some other advisory commit-
tee. The concept can be imported into what-
ever structure is ultimately chosen (which
could vary for such reasons as tax implica-
tions, nationality, personal preference, etc.)
and can also be duplicated at sub-levels
(such as lower-tier companies). Regardless
of the form used, the makeup and function
an advisory team are critical.

An advisory team should be made up of
individuals who the entertainer trusts, who
collectively have the necessary expertise
to handle the variety of issues that require
attention, who have the ability to actu-
ally implement strategies and get the job
done, and who are always mindful of the
entertainer’s wishes and needs. For those
who like acronyms, T.E.A.M. stands for
trust, expertise, ability and mindfulness. At
the helm of an advisory team, of course, is
the entertainer.

A critical component to building a strong
governance structure, and one that the en-
tertainer will (or at least should) insist on,
is preserving his or her ability to change
who the appointed advisers are and the
flexibility to change the overall structure
if desired (although some restrictions on
the entertainer’s absolute control may be
needed for tax reasons). With the enter-
tainer ultimately in charge, the overall
structure and businesses can function from
day to day with limited participation by the
entertainer, who, nevertheless, will be kept
informed of business operations and join
regular (but less frequent) meetings of the
entire team.

In general, the key function of an advi-
sory team is to oversee the management
of the entertainer’s life. No one person can

possibly oversee every aspect of an enter-
tainer’s life. And even if they could, history
has proven that they probably should not.
Having multiple independent profession-
als collectively make major decisions and
oversee all aspects of the entertainer’s life
will improve the quality of decisions made
and ensure the best possible outcome. It
is also a way of implementing a system of
checks and balances in order to prevent any
one adviser from engaging in misconduct,
while the team as a whole can keep watch
of those in charge of day-to-day responsi-
bilities, to ensure fiscal responsibility and
safe-guard against wasteful spending or
other improprieties.

Having a team of advisers with varied
expertise will prevent critical (but perhaps
not immediate) issues from being over-
looked. For example, tax reporting and
compliance issues (which are particularly
complicated in the international arena) will
be more thoroughly understood, leading to
filing requirements and payments being
timely met (and avoiding interest, penalties
or even criminal charges, not to mention
public embarrassment). In addition, ongo-
ing attention can be devoted to long-term
planning, such as estate and succession
planning.

By monitoring the growth of the
entertainer’s wealth, the team will be able
to devise a comprehensive plan whereby
assets can be periodically transferred out
of the entertainer’s taxable estate, thereby
freezing or reducing the value of the enter-
tainer’s estate and future estate tax liability
without incurring (or at least minimizing)
any present tax. Similar planning can be
done for any other lifetime gifts the enter-
tainer wishes to make to family members,
friends or charity.

aving a governance structure

in place itself will help facilitate

these long-term strategies. For

example, with respect to genera-

tional and succession planning,
an existing governance structure makes it
easier for family members (or others) to
gradually become involved in the overall or-
ganization during the entertainer’s career.
This allows a person to mature, develop
leadership skills, gain business experience
and become financially sophisticated (if not
already) before possibly succeeding the en-
tertainer in his or her old age or after death
and carrying on his or her legacy.

Upon the entertainer’s death, the gov-
ernance structure should provide for a
seamless transition whereby the team
and underlying businesses can continue
to function as they were, only with family
members sitting at the helm. Alternatively,

should the entertainer not wish family
members to have control, the governance
structure can be operated by the team o,
allowing the family to benefit while limiting
their involvement in accordance with the
entertainer’s wishes.

Two other considerations are asset pro-
tection and confidentiality. In overseeing
the management of the entertainer’s assets
and investments, including new acquisi-
tions, the team will be able to implement
asset protection strategies that secure the
entertainer from personal liability in con-
nection with such assets and investments
(and vice versa), while preserving confi-
dentiality to the fullest extent possible.

As most ventures will require some form
of entity (such as a corporation limited
liability company or trust), the team can
ensure that the formalities of such enti-
ties are fully observed in order to protect
the entertainer from exposure to personal
liability based on a “piercing the veil” argu-

o

ment. Observing corporate formalities is
also relevant for tax purposes and could
prevent the IRS from disregarding an entity
or transaction based on one of several doc-
trines (such as the “economic substance”
or “sham transaction” doctrines).

The lives of entertainers are complex.
As trusted advisers, attorneys and other
professionals must encourage them to
consider and develop a comprehensive
plan to govern and manage their lives, one
that not only focuses on the entertainer’s
career and making money but also on their
personal life, the growth and protection of
the money they earn and its preservation
for future generations.

Daniel J. Scott is an attorney in the New
York office of Chadbourne & Parke, where
his practice focuses on domestic and inter-
national estate, tax and wealth planning for
high net worth individuals, their families and
businesses.


marlowe
Text Box
Reprinted and/or posted with the permission of Daily Journal Corp. (2009). 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails true
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [936.000 1584.000]
>> setpagedevice




