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BEFORE WE GET
STARTED.. .
The Restricted Property Trust (RPT) is a vehicle for successful business owners to mitigate income
taxes and appreciate assets. This plan offers considerable Pre-Tax Contributions, Tax Deferred
Growth and Tax Advantaged Distributions. 

The RPT is an employer-sponsored plan for owners and/or key executives. The primary
objective of an RPT is to provide tax-favored long-term cash accumulation and income
distribution in a conservative vehicle. An RPT can provide better results than an alternate
investment earning 8%. 

What is a Restricted Property Trust (RPT)? 
What are the objectives of an RPT? 

What are the tax characteristics of an RPT? 

Each annual contribution is fully deductible by the employer and only partially taxable to the
participant. Asset growth is in the cash value of a life insurance policy and therefore, is tax-
deferred. The policy is distributed to the participant at plan termination, at which time a
portion of the cash value is taxable. 

What are the tax characteristics of an RPT? 

Fully tax-deductible contributions are made by the business to an RPT for a select group of participants.
Of this, a portion is considered current taxable income to the participant. The remaining contribution
funds the life insurance and is not considered taxable income to the participant. 

The RPT tax treatment depends on two things: the provisions of the life insurance contract
and the provisions of the trust. One key trust provision is that the employer must make the
selected annual contribution each year for the restricted period. Failure to make the annual
contribution causes both the policy to lapse and the surrendered proceeds to be given to a
pre-selected charity. This creates a critical  "risk of forfeiture." After the policy is distributed,
the participant can maintain it for the death benefit, use it to generate non-taxable cash flow,
exchange it for a larger income stream (annuity) or potentially exchange it for a larger
guaranteed death benefit. 



This plan is available to anyone with earned income, whether from an S -Corp, Partnership or
other business entity. An RPT is not a Qualified Plan, so participant limits and tests do not
apply, and contributions to an RPT do not impact any Qualified Plan contributions. Each
participant in an RPT can select their own level of contribution regardless of what other
participants contribute. 

CASE STUDY: MALE, AGE 50

$100,000 Contribution to
Restricted Property Trust

Deductible Contribution from
Business
10 Year Plan: 5 Year Commitment
at a Time
$700,000 Total Net Deductible
Contributions

$3,230,273 Initial Policy
Death Benefit

Payable to Participant's Chosen
Beneficiary
Increases to $4,271,048 by End of
Year 10
$1,863,635 (if) RPU after
Distribution, Net of Tax

Supplemental Income |
Flexible and Optional

Illustrated from Age 65-84 (20
Years)
$1,659,140 of Supplemental
Income Illustrated Income Tax
Free

Residual Benefit 
to Age 100

$344,038 Income Tax Free Death
Benefit
$227,495 Policy Cash Value

Immediate 
Tax Efficiency

Tax rate during Plan Participation
15.4% vs 45.0%
$296,248 Net tax savings during
Plan Participation
$100,000 Annual Deduction for
Business
$30,000 Taxable to Participant
under 83(b) Election
$2,907 Initial Taxable Economic
Benefit to Participant
$5,427 Final Year Taxable
Economic Benefit to Participant

Who can participate in an RPT? Are there limits on participation? 

BREAKOUT



Individually Controlled
Whole Life Policy

Business Entity

Business Entity makes deductible
contribution of $100,000 annually
to Restricted Property Trust for 10
years. Asset grows tax-deferred. 

CASE STUDY: MALE, AGE 50
CONTINUED

If Business Entity fails to make an
annual contribution, the Restricted
Property Trust surrenders policy
and distributes trust corpus to

charity.

Restricted Property Trust
distributes policy to Participant at

end of trust period.  After
distribution and withdrawal for tax
payment, the death benefit is still in

force. 

Restricted
Property Trust

$3,230,273
Whole Life Policy

Death benefit distributed to trust
beneficiary named by Participant if
death occurs during trust period. 

Non-Taxable disbursements to
Participants of $1,659,140.
Tax-free Death Benefit to Beneficiary.
Non-taxable exchange to other
insurance products.

1.

2.
3.

Non-taxable disbursement of
$220,959 to Participant to fund

estimated tax cost of trust
distribution.

Participant recognizes income
on policy cash value in excess of
value created by 83(b) elections
and any growth attribute, Tax
due is paid from Policy Values.

Participant recognizes income on
$30,000 of contribution (making
83(b) election) and on Economic

Benefit cost of death benefit.



RESTRICTED PROPERTY TRUST
CASH FLOW COMPARISON

Whole Life Insurance in Restricted Property Trust versus a 8%
Taxable Investment at 43% Tax Rate

Pre-Tax Equivalent of $124,545

For Educational Purposes Only – 
Not to be relied upon as financial, tax, or legal advice.  
The views expressed are those of the author/presenter and all data is derived from sources believed to be reliable.



Benefits of Restricted Property Trusts include annual income tax savings, tax-deferred asset growth,
fully deductible contributions for employers, creditor protection, flexible participation parameters, death

benefit protections and greater returns on plan assets. 

FREQUENTLY ASKED
QUESTIONS

What is Restricted Property Trust (RPT)?
The RPT is an employee benefit plan that provides a 100% corporate tax deduction and only a partial
current income inclusion, resulting in a significant net current deduction to owner-employees.

Is the RPT a qualified plan?
No. The RPT is governed under other Tax Code sections. 
These code sections do have certain limitations.

What types of corporate entities are able to fund an RPT?
C-Corporations, S-Corporations, LLCs, and Partnerships may set up a Restricted Property Trust. 
Sole proprietorships cannot.

Is a Restricted Property Trust a form of Deferred Compensation?
No. In a Deferred Compensation Plan the corporation only receives a deduction equal to the inclusion
of the participant. In other words, Deferred Compensation cannot provide for a net current tax
deduction.

Can the RPT be set up in favor of owners and key employees?
Yes. Unlike Qualified Plans, the Restricted Property Trust may be used exclusively to benefit the
owners of the company. It is fully discriminatory.

What is the annual contribution limit?
The annual contribution limit is tied to "reasonable compensation." This would typically allow a high-
income-earning business owner to contribute several hundred thousand dollars per year or more.

Does the Restricted Property Trust have a death benefit?
Yes. Should a participant die prior to completing the funding, a death benefit will be paid to the named
beneficiaries, thereby self-completing the plan design.

Why doesn't everyone set up an RPT?
The RPT is not for everyone. First, the planned funding period and any plan extensions must be for no
less than five years. If the company is unable to make the annual contribution to the RPT, the
assets inside the plan are forfeited to a predetermined charity of the owners' choice.



Contact us to learn more and find out if a
Restricted Property Trust strategy may be
right for your high-net worth client.

Strategic Lifelines
2321 Whitney Avenue, Suite 402
Hamden, CT, 06518

 Office | 203-859-7860
Fax | 203-281-0432
www.strategiclifelines.com


