Exploring the options

Fixed payments. If you prefer
payments that will not change over
time, consider a charitable remainder
annuity trust. The annual payout
amount is determined at the time the
trust is created, and that payment
continues for the duration of the trust
regardless of the performance of the
trust assets.

Variable payments. If you prefer
payments that fluctuate with the
value of the assets or earnings of
your trust, consider a charitable
remainder unitrust. This type of
trust makes payments equal to a
percentage of the value of the assets
as determined on an annual basis.

If you wish, you can stipulate
that an amount equal to the actual
earnings be paid if that amount is
less than the percentage of the trust
assets specified each year. Payments
less than ke required anount can
be “‘made up” In suibsequent years.

Flexible timing. Trusts can be
created during your lifetime or
through your estate plan to benefit one
or more peoples lives or for a period
of up to 20 years. If you prefer, you may
instead provide that the trust will last
for one or more lives or up to 20 years,
whichever is a longer or shorter period.

Tax considerations

Tax deductions. Charitable income, estate
and gift tax deductions are allowed for a
substantial portion of the amount used to
fund a charitable remainder trust. Deductions
are based on a number of factors, including
the assets used to fund the trust, how long
the trust is expected to exist, the anticipated
earnings of the trust, the amount and timing
of payments to beneficiaries and whether the
payments are fixed or variable.

Your estate. The assets in the trust may be
included in your estate. Because the property
in the trust is designated for charitable
use, however, its value is generally fully
deductible, resulting in no net gift or estate
tax liability. Estate or gift tax may be due if
income is payable during life or at death to
someone other than you and/or your spouse.

Minimizing tax on payments. The tax
rate applied to payments from a charitable
remainder trust depends on the type of
income earned by the trust. For example,
taxes on capital gain and dividend income
may be sigrificantly lower thar taxes paid
on salary, interest ad ctr er income. For this
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reason, many trustees will choose to invest for
maximum amounts of capital gain and other
tax-favored income.

Enjoy additional income. Assets worth
more than they originally cost that provide
less income than desired can be placed in
a charitable trust, sold and the proceeds
reinvested in other ways. Because of the
charitable nature of the trust, no capital gains
tax is due when the assets are sold. The entire
net proceeds of the sale are thus available
to grow on a tax-free basis. Any growth in
the trust beyond what is necessary to meet
payments to trust beneficiaries is devoted to
charitable purposes when the trust terminates.

Another option

The SECURE 2.0 Act included a
provision to fund charitable remainder
trusts with a qualified charitable
distribution (QCD). This year, the one-
time election applies to transfers of up
to $55.000¢ for 2026 with pavments of
at least 5% aitriscily icrifte.

You and/or your spouse are the
only permitted payment recipients,
and the remainder trust can be funded
only with the QCD. Payments, which
must begin within one year of the gift,
would be taxed at ordinary income tax
rates. Check with us or your advisor for
more information.

Learn more

Through a charitable remainder trust, it
can be possible to make gifts in ways that
balance the needs of loved ones with your
charitable intentions.

Consult with your advisors about how
a charitable remainder trust may be
advantageous in your situation. Please contact
us if we can be of assistance when you are
considering the charitable dimension of your
financial and estate plans.
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charitable remainder trust

allows you to make charitable

gifts after first satisfying other
important financial needs. Trusts can
provide generous income, gift and
estate tax savings possibilities.

Give and receive

With the help of your advisors, you transfer
cash or other appropriate property to a trust

created under applicable state and federal laws.

You may specify that payments from the trust
be made to you and/or others you name for life.
It is also possible to provide income for a period
of up to 20 years or certain combinations of
lives and time periods. When the trust ends, the
property remaining in the trust is devoted to the
charitable purposes you designate.

Because amounts transferred to the trust
will be used for chiaritat'a purnoses in the
future, you are entitled to a federal income tax
deduction equal to the value of the gift portion
of the trust. These deductions can eliminate tax
on a significant portion of one's income for up
to six years. They may also make it possible for
some to itemize other deductions.

Charitable remainder trusts can offer the
following advantages:

Bl Increased income from low-yielding assets.

B Reduction or elimination of taxes.

Bl Diversification of investments and the
potential for tax-free growth of assets.

H A source of income for you, your spouse,
parents or other loved ones.

B The ability to make a significant
charitable gift.

Trusts may be relatively simple or complex.
Trust documents should always be drafted or
reviewed by your attorney. You may choose
to be the manager (or trustee) of your trust
or choose others to do so along with you or
instead of you.

How a charitable remainder trust works

You transfer assets, such
as cash or appreciated
property, to the trust.

¥

Your trustee invests and
manages vour assets as
m2trst document directs.

¥

Income payments are made to
you and/or someone else you
name in the trust, such as a
spouse, parent or child.

¥

After your lifetime or the
chosen period of time, the
trust assets are distributed

to charity.

Retirement planning

Mr. Hamilton, age 70, is planning to retire in
a few years. His assets include securities that
have grown in value but yield little income.
He decides to use some of these securities
to fund a charitable remainder trust. The trust
can sell the assets, pay no capital gains tax
at the time of sale and reinvest the entire net
proceeds in a way that will yield tax-favored
payments for him in the future.

Because the full value of the securities will
be available to invest, Mr. Hamilton may receive
more income each year for the remainder of
his life than if he had sold his investments and
reinvested the proceeds on his own.

Another benefit he enjoys is the charitable
income tax deduction that will be available
in the year of his gift. The savings from this
deduction can be significant, and when
combined with other tax savings, the final cost
of making his gift can be greatly reduced.

The amounts placed in his charitable
remainder trust will also be removed from his
taxable and protate estates and will not be
subject to state and/or federal estate taxes and
other expenses that could otherwise apply.

Income for a period of time

George and Mary, ages 59 and 57, are
considering making a significant charitable
gift but would like to first provide funds for
expenses such as their daughter's wedding
and their son's graduate education. They have
substantial assets that have grown in value over
the years but provide little income.

They are pleased to learn that they can
place these assets in a charitable remainder
trust that will pay them a generous fixed
income each year for the next 10 years.

George and Mary will be entitled to a
federal income tax deduction for over half of
the amount placed in the trust, and a portion
of the income from the trust will be taxed at
lower rates than other income.

They plan to use their increased income
to help fund travel, weddings, education and
other expenses. They might also choose to
use all or a portion of the income and tax
savings to purchase life insurance payable to
their loved ones to help replace the assets
used to fund their trust.

Their charitable deduction is also large
enough to allow them to itemize their other
income deductions for several years, thus
providing additional tax savings.

Care for older relatives

You can also create a charitable
remainder trust that will pay a fixed or
variable income to one or more older
relatives or friends for the remainder of
their lifetimes. A charitable income tax
deduction is allowed for a portion of the
value of the assets used to fund the trust.

The deduction is based on the life
expectancy of the income recipient.
The older the income beneficiary(ies),
the greater your tax savings.

Enjoy flexibility

Charitable remainder trusts are highly
flexible from a personal planning standpoint.
You can:

B Decide the payout percentage and
how frequently payments will be made (for
example monthly, quarterly, annually, etc.).

B Name yourself, or yourself and your
spouse, or any person you like as
income beneficiary(ies).

B Decide whether the trust will continue
for life or for a specific length of time (up
to 20 years).

Bl Select the trustee, fix their powers and
give instructions (within certain limits) as
to investments.

B Choose the charitable beneficiary or
beneficiaries and describe how your gift
should be used.

Consider other assets

In addition ¥ cash and qepreciated
securities, there are other, less common
assets that can be used to fund a
charitable remainder trust that may provide
substantial tax savings. Consider using:

H A family business.
B Farmland.
H Collectibles or artwork.

There are certain rules that apply to
the use of these assets. Your financial
advisor can provide more information
as it relates to your situation.




