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Some Webinar Pointers

All programs hosted by Shenkman Law are free and we focus on providing colleagues with practical and
actionable planning ideas. Our goal is to help you, our colleagues, with your practice.

e The PowerPoint is available for download from the web console during the program.

e A recording of this program and the materials will be posted to www.shenkmanlaw.com/webinars within
about a week of the program. There is a growing library of 150+ webinar recordings there.

e There is a growing library of 200+ video planning clips on www.laweasy.com.

e There is no CLE or CPE for this program, but the webinar system will send you a certificate of attendance.
We cannot control those certificates, so if there is an issue, we cannot assist.

e If you have questions, please email the panel. All emails are listed near the end of the slide deck.




ﬁ" STERLING (703) 437-9720

¢ J ADVISOR SOLUTIONS www.SterlingFoundations.com

Charitable Remainder Trusts
and High Net Worth Clients
In 2024




General Disclaimer

e The information and/or the materials provided as part of this program are intended and
provided solely for informational and educational purposes. None of the information
and/or materials provided as part of this PowerPoint or ancillary materials are intended
to be, nor should they be construed to be, the basis of any investment, legal, tax, or
other professional advice. Under no circumstances should the audio, PowerPoint, or
other materials be considered to be, or used as independent legal, tax, investment, or
other professional advice. The discussions are general in nature and not person-
specific. Laws vary by state and are subject to constant change. Economic
developments could dramatically alter the illustrations or recommendations offered in
the program or materials.
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Disclosures These disclosures highlight some of the issues raised by the creation of a Sterling FundPower Trust and other issues potentially raised in this
presentation. Sterling Foundation Management, LLC, (“Management”) and Sterling Donor Advised Fund, Inc. (“Fund”) (collectively, Management and Fund are
referred to hereinafter as “Sterling”) provide this disclosure only for your convenience, and the convenience of your legal, tax and investment advisors in
considering the creation of a trust. Any such creation would ultimately take place pursuant to the terms of a written trust instrument (“Trust”). References to
“you” or “your” refer to the retirement plan owner, the assets of which plan are intended or contemplated to fund a Trust. There are a number of considerations
related to the creation of a Trust that you should discuss with your advisors. The value of the financial interest in the Trust may be affected by a number of
factors, including but not limited to: your age at death; the age(s) of Trust beneficiary(ies) upon your death; the health of your beneficiary(ies); the payout rate of
the Trust; the future returns earned on Trust assets; the tax treatment of your Trust payouts (ordinary income, capital gains, state taxes) and the effective tax
rates thereon. We note the following as a way for you to begin to consider along with your team of advisors including tax and legal advisors the suitability of a
Trust. Life Expectancy. The Trust is a split interest trust and as such the ultimate financial value of the lead interest may be subject to mortality risk. All such
mortality risk will ultimately be borne by the beneficiary(ies) and/or their heirs. Upon the expiration of the term of the Trust, the remaining Trust assets, if any,
will pass to Fund. While you or your heirs can nominate a donor advisor, such an advisor by law may have no ability to legally bind the donor advised fund
account. Investment Rates of Return. The ultimate cash distributions from the Trust will depend, to a significant extent, on the investment returns earned by the
Trust during its term. Such investment returns are inherently uncertain. The past performance of the markets is no guarantee of future performance. All
projected investment returns in this presentation are for illustrative purposes only, and are not a prediction or guarantee of future performance, and may not
accurately represent the future rates of return and/or the future rates of applicable taxation and/or various fees and/or excise taxes or other governmental or
non-governmental fees or costs that might arise or apply in the future. Taxation. The Trust is expected to last for a period of multiple decades. Any illustration
involving taxation is made under the assumption that current tax rates and policies continue into the future; however, no representation or warranty of any kind
regarding the applicability now or in the future of such assumptions is express or implied. The actual tax impact of a Trust on beneficiaries may vary. You
should consult with qualified tax advisors. Additionally, various assumptions, which may or may not be appropriate, have been made about current tax laws,
current tax incidence, and likely future rates, laws and incidences. Expenses, Fees and other Charges. A Trust may be subject to certain setup and
management or administration fees. Any such fees illustrated herein are believed to be representative of current fee schedules in place, but are not a
guarantee or warranty of such current fees or future fees. NEITHER STERLING NOR YOUR INVESTMENT PROFESSIONAL IS PROVIDING YOU WITH
TAX OR LEGAL ADVICE. Neither Sterling nor the Investment Professional nor the affiliated firm introducing this presentation is providing you any tax or legal
advice in connection with any aspects of any proposed creation of a Trust or other disposition or plan with respect to your IRA, 401(k), 403(b), or other qualified
or non-qualified plan or other assets. You should consult with your own tax and legal advisory team in connection with the proposed creation of a Trust, and not
rely on Sterling, your financial advisor or the financial firm (whether broker/dealer or registered investment advisor) for such advice.




\J

‘;STERLING

ADVISOR SOLUTIONS

What to Expect

(703) 437-9720
www.SterlingFoundations.com

Qo

Types of CRTs

e Crats

e Cruts
e Standard
e NimCrut
e Flip

e
ax
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‘# Uses of CRTs

e [ncome

e Deduction

e Deferral

e Estate/Discounting

e
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‘# Uses of CRTs

e [ncome

e Deduction

e Deferral

e Estate/Discounting

e
ax
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Crat vs Crut
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CRAT

CRUT

greater than 5%

Minimum 10% 10%
Deduction

5% Probability of Yes No

Exhaustion Test?

Better if Returns are No Yes
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Crat vs Crut

3,000,000

2,500,000

2,000,000

1,500,000

1,000,000

500,000

Cumulative Distributions: CRAT vs. CRUT

Payout Rate: 5%; Annual
Return: 5%

3 9 7 9 MM 13 15 17 19 21 23 25 27 29 31 33 35 37 39 41 43 45 47 49
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e CRAT == CRUT
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Crat vs Crut

3,500,000

3,000,000

2,500,000

2,000,000

1,500,000

1,000,000

500,000

Cumulative Distributions: CRAT vs. CRUT

Payout Rate: 5%; Annual
Return: 6%

3 5 7 9 M1 13 15 17 19 21 23 25 27 29 31 33 35 37 39 41 43 45 47 49
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e CRAT == CRUT
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Cumulative Distributions: CRAT vs. CRUT

3,000,000 -

Payout Rate: 5%; Annual
Return: 4%

2,500,000 +

2,000,000 -

1,500,000 -

1,000,000 -

500,000 -

1 3 5 7 9 MM 13 156 17 19 21 23 25 27 29 31 33 35 37 39 41 43 45 47 49
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== CRAT == CRUT
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Trust Asset Value: CRAT vs. CRUT

1,200,000 -

Payout Rate: 5%; Annual
Return: 5%

1,000,000 -

800,000 -

600,000 -

400,000 -

200,000 -

1 3 5 7 9 11 13 15 17 19 21 23 25 27 29 31 33 35 37 39 41 43 45 47 49
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e CRAT === CRUT
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Trust Asset Value: CRAT vs. CRUT

4,500,000

Payout Rate: 5%; Annual
Return: 6%

4,000,000 -+
3,500,000 -
3,000,000 -
2,500,000 +
2,000,000 -+

1,500,000 -

1,000,000 +

500,000 -

1 3 5 7 9 11 13 15 17 19 21 23 25 27 29 31 33 35 37 39 41 43 45 47 49
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e CRAT === CRUT
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Trust Asset Value: CRAT vs. CRUT

1,200,000 -

Payout Rate: 5%; Annual
turn: 4%

1,000,000 -

800,000 -

600,000 -

400,000 -

200,000 -

@00000) CRAT fails the 5% test

(400,000) -

(600,000 -

(800,000) -

20
== CRAT == CRUT
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Who Likes a Crat?
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Charity Gets This

Trust Asset Value: CRAT vs. CRUT

4,500,000 -

Payout Rate: 5%; Annual
Return: 6%

4,000,000

3,500,000 -

3,000,000 -

2,500,000 -

2,000,000

1,500,000

1,000,000 -

500,000 -

1 3 5 7 9 M1 13 15 17 19 21 23 25 27 29 31 33 35 37 39 41 43 45 47 49
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e CRAT o= CRUT
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Standard Nim Flip
Deduction 10% 10% 10%
Minimum
Pays Every Year, Yes No Depends
Regardless of
Income
Suitable for llliquid No Yes Yes
Contribution?
Suitable for Non or ? Yes Depends
Low Income assets?
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When Does a Crut Make Financial Sense?

Benefit Costs
Income Tax Deduction Irrevocable*

Deferral of Capital Gain Cash Flow Only*
Tax

*We’ll return to these later

24
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When Do We Get to Breakeven with $1 Million Going into a CRT?

2000 1 Gain: $1,000,000; Tax Rate 30%; Payout Rate 5%; Growth Rate 5%
4,500,000 +
4,000,000 +
3,500,000 -
3,000,000 -
2,500,000
2,000,000

1,500,000 -

1,000,000 +

500,000 +

1 3 5 7 9 M 13 15 17 19 21 23 256 27 29 31 33 35 37 39 41 43 45 47 49

== Pay Tax & Reinvest Growth === CRT Reinvest All After-Tax Distributions 25
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When Do We Get to Breakeven with $1 Million Going into a CRT?

SO Gain: $750,000; Tax Rate 30%; Payout Rate 5%; Growth Rate 5%
4,500,000 +
4,000,000 +
3,500,000 -
3,000,000 -
2,500,000 -
2,000,000 -

1,500,000 -

1,000,000 -

500,000 -

= Pay Tax & Reinvest Growth === CRT Reinvest All After-Tax Distributions
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When Do We Get to Breakeven with $1 Million Going into a CRT?

R Gain: $500,000; Tax Rate 30%; Payout Rate 5%; Growth Rate 5%
4,500,000 -
4,000,000 -
3,500,000 +
3,000,000 -
2,500,000 +
2,000,000 +

1,500,000 -

1,000,000 -

500,000 -

= Pay Tax & Reinvest Growth === CRT Reinvest All After-Tax Distributions
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Tradeoft:
Tax Deduction
VS.

Retained Income Stream

28
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70% -

60% -

50% -

40% -

30%

Tradeoff Between Charitable Deduction and Retained
Income Stream

Retained Income as
Percent of Contribution

aritable Deduction as
Percent of Contribution

29
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Split is Actuarially Calculated
o“Arbitrage” potential

eTo extent client’s discount rate is
higher than assumed discount rate

30
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Multi-generational trust
eWhen actuarials permit
eCan last 2 generations

eExceed breakeven is likely

31
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Policy impact of deferral

Cost of Capital Long Bond Rate = 4%
Expected Return 60/40 Portfolio = 7.3%*
Government’s ~24%

“partnership percentage”

*
Source: MSIM, Bloomberg, FactSet, Haver, Global Financial Data. Data range from 1820 to September 30, 2023

32




O . (703) 437-9720
B e Reducing the Drawbacks wwwSterlingoundations com

Drawbacks:
elrrevocable

elLimited to Cash Flow

33
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Secondary Market
eOvercomes part of irrevocablility

eProvides Access to Lump Sum
without invading trust

34
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* Secondary

* Termination

* Gift

* Tax-free Exchange

o

o]
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Secondary s
* NPV +/-

* Capital Gain
 Zero Basis
* Sterling is market leader
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Termination r_s
» With recipient charity m
*7520

* Capital Gain
e Zero Basis
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Gift
* No consideration
7520
 FMV deduction
* 309% AGI limit in most
cases

o

o]
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Tax-Free Exchange

* New Trust
 Name desired beneficiaries
 Fund with Old Interest
* Income tax deduction

* New Trust Sells
*No tax on proceeds in trust
* Longer trust life

o

o]
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Client Will Make Some Decision

You Can:
1. Guide them through the decision
2. Help them decide

3. Implement

40
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Sterling’s Five Step Process
; > /P
b @ 5 £
@& PAEEEERR,
Assess > Clarify > Analyze > Recommend > Implemen>
Situation Goals Options Solution Decision
41
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Call us:
Connor, Kirtana or Katherine
(703) 437-9720
education@SterlingFoundations.com

www.SterlingFoundations.com

42




