
U
p

d
ate on

 N
evad

a
L

icen
sed

 F
am

ily T
ru

st C
om

p
an

ies

R
obert E. Arm

strong, M
cD

onald C
arano LLP

April 25, 2023

C
opyright ©

 2023 M
cD

onald C
arano LLP. All rights reserved.

D
O

C
U

M
EN

T IN
TEN

D
ED

 TO
 PR

O
VID

E IN
SIG

H
T BASED

 O
N

 C
U

R
R

EN
TLY AVAILABLE IN

FO
R

M
ATIO

N
 AN

D
 N

O
T LEG

AL AD
VIC

E.



W
hat is a Fam

ily Trust C
om

pany?

A Fam
ily Trust C

om
pany (“FTC

”)is a privately ow
ned com

pany that m
ay act as a fiduciary (trustee, 

executor, personal representative) under state law
 and provide related services for a single fam

ily.
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Advantages
•

C
ontinuity for generations of fam

ily 
w

ealth m
anagem

ent
•

Form
al and cohesive m

anagem
ent 

structure for num
erous fam

ily trusts 
holding significant w

ealth
•

Alternative to individual trustee
•

Access to investm
ent opportunities

•
Privacy and security

•
Lim

ited liability
•

G
reater insurability

•
Long-term

 cost and tax savings

N
R

S 669A.080
“Fam

ily trust com
pany” m

eans a corporation or lim
ited-

liability com
pany that:

1.
Acts or proposes to act as a fiduciary;

2.
Is organized or qualified to do business in this State 
to serve fam

ily m
em

bers; and
3.

D
oes not:
(a) Transact trust com

pany business w
ith;

(b)
Propose to act as a fiduciary for; or

(c)
Solicit trust com

pany business from
a person w

ho is not a fam
ily m

em
ber.



A
dvantages of a licensed

Fam
ily Trust C

om
pany

An FTC
 m

ay be licensed or unlicensed. A licensed Fam
ily Trust C

om
pany (“LFTC

”)
offers num

erous advantages over an unlicensed FTC
:
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•
A m

ore substantive N
evada nexus for 

state tax, trust situs, and trust-
adm

inistration issues
•

G
reater legitim

acy before courts
•

Vendors, investm
ent advisers, and 

insurance com
panies m

ay be m
ore 

com
fortable dealing w

ith a LFTC
•

Independent third parties controlling the 
m

anagem
ent and organization, w

hich m
ay 

be helpful w
hen a fam

ily is less engaged
•

G
reater coordination w

ith the fam
ily office 

•
N

evada’s 365-year rule against 
perpetuities for trusts

•
N

ot subject to the highly technical Fam
ily 

O
ffice R

ule

•
N

ot an investm
ent adviser under the 

Investm
ent Advisers Act, avoiding 

registration as such w
ith the SEC

•
Excluded from

the definition of “investm
ent 

advisor” for N
evada Blue Sky Law

 
purposes under N

R
S 90.250(7)

•
M

ay qualify as a “bank” and be generally 
excluded from

 reporting under the 
C

orporate Transparency Act
•

C
an open branch offices in other FTC

 
jurisdictions such as FL, TN

, or TX, 
allow

ing greater logistical and planning 
flexibility



D
isadvantages of a licensed Fam

ily Trust C
om

pany

An LFTC
 also presents certain disadvantages in com

parison to an unlicensed FTC
:
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•
G

reater form
ation and operating costs

•
M

inim
um

 capitalization requirem
ents of $300k (w

ith higher capitalization recom
m

ended for 
m

any LFTC
s)

•
R

egulatory oversight from
 N

evada Financial Institutions D
ivision (“N

FID
”)

•
Initial licensure

•
O

ngoing periodic exam
inations and annual reporting

•
C

om
pliance w

ith AM
L/BSA, O

FAC
, C

TA, and other federal regulations



C
reating a licensed Fam

ily Trust C
om

pany
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•
A LFTC

 in N
evada can be form

ed as a corporation or an LLC
•

To m
aintain status as a N

evada entity, the annual board m
eeting, com

m
ittee m

eetings, 
and other im

portant m
eetings, especially those involving fiduciary decisions and key 

investm
ent decisions, should be held in N

evada
•

Typical ow
nership structure is the LLC

 or corporation w
ill be ow

ned by an ow
ner trust, 

w
hich can be created by executing a new

 trust or decanting an existing trust
•

To provide greater certainty under existing IR
S Private Letter R

ulings, the ow
ner trust’s 

trustee should be an independent person rather than the trust’s grantors, and can even be 
the LFTC

 itself once it is form
ed



Form
ing a Fam

ily Trust C
om

pany
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Fam
ily

Counsel

•
Choose a nam

e
•

Draft and file charter

•
Select designated relative

•
Create ow

ner trust

•
Fund ow

ner trust
•

O
btain state and local licenses and TIN

•
Designate board m

em
bers

•
Draft articles, bylaw

s, operating agreem
ent

•
Designate officers

•
Draft policy-and-procedure m

anual

•
Designate com

m
ittee m

em
bers

•
Draft m

inutes and organizational consent

•
Establish bank &

 brokerage accounts
•

Draft onboarding docum
ents

•
O

btain insurance and fiduciary bond
•

Review
 and onboard fam

ily’s trusts



Structuring a Fam
ily Trust C

om
pany
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W
hen

form
ing an FTC

, fam
ily and counsel should jointly consider:

D
irectors

•
Tw

o to five
people

•
Som

e should be Independent Persons

O
fficers

•
Should be fam

iliar w
ith fam

ily entity
•

R
esponsible for day-to-day operation 

•
C

an be outsourced to third-party provider

C
om

m
ittees

•
Serve m

any of the functions of a trustee 
for the FTC

•
C

an be custom
ized along fam

ily lines

Trust C
om

m
ittees

•
Perform

 designated trust-adm
inistration 

functions

Service Providers
•

Provide adm
inistrative, property 

m
anagem

ent, and other fam
ily-office 

services

Policy and Procedure M
anual

•
G

overns FTC
 operations and w

orkflow



E
ssential com

m
ittees in a Fam

ily Trust C
om

pany
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Trust C
om

m
ittee or G

overning B
oard

•
M

anages the trusts under the FTC
’s adm

inistration

D
iscretionary D

istribution C
om

m
ittee

•
R

eview
s and approves/denies decisions on distributions from

 a trust
•

Fam
ily m

em
bers m

ay not participate in discretionary decisions for any trust of w
hich (i) that fam

ily 
m

em
ber or their spouse is a grantor, or (ii) that fam

ily m
em

ber, their spouse, or any person to w
hich 

one or both ow
es an obligation of support is a beneficiary

•
At least one Independent Person (under I.R

.C
. §

672) m
ust serve on such com

m
ittee, w

hich is key to 
avoiding adverse transfer-tax consequences

Investm
ent C

om
m

ittee
•

R
eview

s all investm
ent decisions for the trusts and investm

ent perform
ance

•
Adopts and updates investm

ent-policy statem
ents for each fiduciary account 

Am
endm

ent C
om

m
ittee

•
Ensures that the tax-sensitive safeguards in the governing docum

ents of the FTC
 m

em
bers are 

enforced
•

M
ust be Independent Persons



The LFTC
 licensure process
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•
After registration w

ith the Secretary of State, the FTC
 w

ill
•

O
btain a N

evada State business license
•

File a consum
er-use-tax perm

it
•

O
btain a city business license

•
O

btain w
orker’s com

pensation insurance
•

O
pen a local bank account

•
Lease an office in N

evada
•

N
otify the N

FID
 of the “designated relative”

•
Adopt a policy-and-procedure m

anual

•
N

R
S 669A.140 requires that a LFTC

 have at least one N
evada-resident officer and a 

registered agent in N
evada.

•
A LFTC

 relies on m
eeting the definition of a “bank” under §

202(a)(2) of the Investm
ent 

Advisors Act and §
202(a)(5) of the Investm

ent C
om

pany Act.

•
Because a LFTC

 is supervised and exam
ined by a state authority, nam

ely N
FID

, it is 
exem

pt from
 investm

ent-advisor registration requirem
ents above.



N
evada Financial Institution D

ivision application
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The LFTC
 w

ill prepare and file a N
evada 

Financial Institution D
ivision (“N

FID
”) 

application requiring the follow
ing 

inform
ation:

•
N

am
e of applicant, principal business 

address
•

C
ontact inform

ation for the agent, trust 
officer, and designated relative

•
C

apitalization inform
ation (m

inim
um

 
$300k, but greater capitalization is 
generally recom

m
ended for further 

protection from
 liability and corporate-

veil piercing)



Personal-history record
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Each director, officer, and person w
ith at least a 25%

 ow
nership stake in the LFTC

 w
ill need

to subm
it a personal-history record w

ith extensive disclosures to N
FID

 for a background 
check. The requiring inform

ation includes:
•

N
am

e, address, contact inform
ation, and physical characteristics of the applicant

•
Last 10 years of occupation, including salary and reason for leaving 

•
O

w
nership of any interest in an affiliate of the applicant

•
Professional credentials

•
Business disclosures (e.g., bankruptcies, business-license revocations) 

•
C

rim
inal disclosures

•
O

utstanding child-support obligations
•

Financial statem
ent of all assets/liabilities broken dow

n by type/value
•

Expenses of the applicant



N
FID

 processes the application
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•
O

nce all application m
aterials have been subm

itted, N
FID

 w
ill follow

 up for any additional 
inform

ation it m
ay need to m

ake its determ
ination.

•
The C

om
m

issioner of N
FID

 has 60 days to investigate the FTC
 and determ

ine w
hether to 

issue a license.

•
N

o public hearing requirem
ent for licensing, but, if the license is denied, the FTC

 can 
request a hearing w

ithin 30 days of receiving the denial.

•
The FTC

’s adm
inistrative is confidential and is not subject to public inspection.



First-year exam
ination
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•
The LFTC

 undergoes a confidential exam
ination in its first year

•
The exam

ination process is com
prises 4 stages:

(1)
N

otice of Exam
ination

Sent on N
ov. 15th of the first year of licensure,

(2)
Prelim

inary planning

(1)
The exam

iner w
ill send their R

equest List and Internal C
ontrol Q

uestionnaire along 
w

ith a letter explaining the process
(2)

Exam
ined either onsite, offsite (via secured portal), or by independent review

 (if 
there is an audited financial statem

ent on record), and
•

A report of the exam
ination is generated w

ithin 45 days and delivered to the LFTC
; or, the 

independent review
 is subm

itted by Septem
ber 30

th

•
The report of exam

ination requires board acknow
ledgm

ent
•

If any deficiencies are found, the m
anagem

ent of the LFTC
 w

ill have 30 days to correct
•

The LFTC
 w

ill be rated as “satisfactory”, “needs im
provem

ent”, or “unsatisfactory”
•

A “satisfactory” rating w
ill require re-exam

ination only every three years



O
ngoing m

aintenance
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R
enew

al application
•

N
FID

 requires a LFTC
 to subm

it a renew
al application each year due April 1

•
Includes subm

itting financial and bank statem
ent to assure com

pliance w
ith m

inim
um

-
capitalization requirem

ents

R
eporting changes

•
O

rganizational changes w
ith respect to ow

ners, officers, directors, m
anagers, and key 

em
ployees should be reported prom

ptly, or as part of the annual renew
al application

Internal review
•

It is also advisable to review
 organization docum

ents, policy and procedural m
anual, regulatory 

com
pliance, and perform

ance
•

Annual board action regarding financial-institution bond and other insurance

B
usiness-license renew

al
•

State and local business licenses m
ust be renew

ed annually
•

State and local filings include C
onsum

er U
se Tax R

eturn (January 31), Business Personal 
Property D

eclaration (July 31), and H
older R

eporting (O
ctober 31)

•
C

om
m

erce tax return (August 14 of the year follow
ing the tax year starting July 1 to June 30)



Structure of a Fam
ily Trust C

om
pany

15

O
w

ner Trust
Independent Trustee(s)

Protector(s)

Fam
ily Trust Com

pany
Service 

Providers
Fam

ily O
ffice 

Legal
Accounting

Tax
Banking 

Brokerage

Board
Directors

O
fficers

President
Secretary
Treasurer

AM
L O

fficer
Trust O

fficer

Trust Com
m

ittee
Com

m
ittee M

em
bers

Investm
ent 

Com
m

ittee
Com

m
ittee M

em
bers

Am
endm

ent 
Com

m
ittee

Independent Com
m

ittee 
M

em
bers

Discretionary 
Distributions 
Com

m
ittee

Independent Com
m

ittee 
M

em
bers

Trust
Trust

Trust
Trust

Trust

LLC/Corp
LLC/Corp

LLC/Corp
LLC/Corp

LLC/Corp
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