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Charitable Lead & Remainder Trusts




Understanding Charitable Remainder Trusts (CRTSs)

A charitable remainder trust is an irrevocable trust that provides income payments to one or more
non-charitable beneficiaries (often the donor and/or family members) for a specified period, with
the remainder interest passing to qualified charitable organizations.

Key characteristics:
* Income stream to non-charitable beneficiaries for life or a term of years (up to 20 years)
e« Remainder interest passes to charity upon termination
e Immediate charitable income tax deduction based on the present value of the remainder
interest
o Tax-exempt status allows for tax-free growth within the trust
e Avoidance of capital gains taxes on contributed appreciated assets

Types of CRTs:
e Charitable Remainder Annuity Trust (CRAT): Pays a fixed dollar amount annually (minimum

5%, maximum 50% of initial trust value)

e Charitable Remainder Unitrust (CRUT): Pays a fixed percentage of trust assets valued annually
(minimum 5%, maximum 50%)

e Net Income Makeup Charitable Remainder Unitrust (NIMCRUT): Pays the lesser of net income

or unitrust percentage, with makeup provisions
e Flip Charitable Remainder Unitrust (FlipCRUT): Converts from NIMCRUT to standard CRUT

upon a triggering event




Understanding Charitable Lead Trusts (CLTs)

A charitable lead trust is an irrevocable trust that provides income payments to qualified

charitable organizations for a specified period, with the remainder interest passing to non-
charitable beneficiaries (typically family members).

Key characteristics:

e Charitable beneficiaries receive income payments during the trust term
Remainder interest passes to family members or other non-charitable beneficiaries
Potential gift and estate tax benefits through valuation discounts
Effective wealth transfer mechanism with reduced transfer tax costs
Income tax treatment varies based on grantor vs. non-grantor trust structure

Types of CLTs:

e Charitable Lead Annuity Trust (CLAT): Pays a fixed dollar amount annually to charity

e Charitable Lead Unitrust (CLUT): Pays a fixed percentage of trust assets valued
annually to charity

e Grantor CLT: Donor retains certain powers and receives income tax deductions but
pays income tax on trust income

e Non-Grantor CLT: Donor relinquishes control, trust pays its own taxes, but no income
tax deduction for donor




Funding Strategies and Asset Types

Optimal assets for CRTs:
e Highly appreciated securities (stocks, mutual funds, ETFs)
e Appreciated real estate
e Private business interests
« Complex assets with significant built-in gains
e Assets expected to appreciate significantly after contribution

Optimal assets for CLTs:
e Assets expected to appreciate at rates exceeding the IRS Section 7520 rate
Private business interests with valuation discounts
Real estate with development potential
Growth-oriented investments
Assets that generate income to support charitable payments
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Timing considerations: Establish trusts when Section 7520 rates are favorable to the
intended strategy and when contributed assets have strong growth prospects.
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Tax Benefits and Implications

Charitable Remainder Trusts:

e Income tax deduction: Present value of remainder interest (subject to AGI
limitations: 30% for appreciated property, 50% for cash)

e Capital gains deferral: Gains recognized as distributions are received
(except for net unrealized appreciation)

o Estate tax benefits: Removes asset appreciation from donor's estate

e Generation-skipping considerations: May trigger GST tax if grandchildren
or younger generations are beneficiaries
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. .' o Gift tax benefits: Remainder interest valued at discount due to charitable
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» Estate tax benefits: Effectively freezes asset values and removes

****** . e — appreciation from donor's estate
e Income tax treatment: Varies significantly between grantor and non-
grantor structures
o GST tax planning: Effective for transferring wealth to grandchildren with
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Planning Opportunities and Strategies

Retirement planning with CRTs:
e Convert highly appreciated, low-yielding assets into income-producing trusts
e Supplement retirement income while supporting charitable goals
e Coordinate with other retirement planning strategies and Social Security

optimization

Business succession planning with CLTs:
e Transfer business interests to family members at reduced gift tax values
e Maintain family business control during charitable lead period
e Coordinate with buy-sell agreements and other succession planning tools

Multi-generational planning:
e Use CLTs to transfer wealth across multiple generations with minimal transfer
tax costs
e Structure trusts to benefit multiple family members over extended periods
e Coordinate with dynasty trust planning and GST tax exemption allocation




Important Considerations and Limitations

Irrevocable nature: Both CLTs and CRTs are irrevocable trusts that cannot be
modified or terminated without specific court approval or beneficiary consent.

Investment risk: Trust assets are subject to market risk, which can impact
income distributions (CRTs) or remainder values (CLTSs).

Regulatory compliance: Trusts must comply with specific operational
requirements to maintain their tax-advantaged status.

Beneficiary considerations: Income beneficiaries (CRTs) or remainder
beneficiaries (CLTs) have limited or no control over trust operations.
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How PUREfi Wealth Can Help PURE fi
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CONTACT US

About PUREfi Wealth

PUREfi Wealth LLC : e | Headquartered in Boston, PUREfi Wealth is
10 Post Office Square, Suite 710 S e T A O8- - an 'n.dep.endent wealth a.dv'sory bOUt.'q.ue'

; g k-l The firm is deeply committed to providing
comprehensive, multi-generational advice,
wealth planning, and investment

Boston, MA 02109

617-488-9320

management to individuals, families, and
their associated entities, and operating
under a fiercely independent and objective
fiduciary standard through a state-of-the-
art open architecture investment and

. technology platform.
@ www.purefiwealth.com

PUREfi Wealth, LLC ("PURE(fi") is a registered investment adviser with the Securities and Exchange Commission. Any reference to the terms “registered investment adviser” or
“registered” does not imply that PUREfi or any person associated with PUREfi has achieved a certain level of skill or training. A copy of PURE(fi's current written disclosure
statement discussing our advisory services and fees is available for your review upon request. The information provided is for informational purposes only and advisers should
determine for themselves whether a particular service or product is suitable for their clients’ investment needs. The information contained herein should not be construed as an
attempt to sell or solicit any products or services of PUREfi or any investment strategy. PUREfi does not provide tax, legal or accounting advice. This material has been prepared
for informational purposes only, and is not intended to provide, and should not be relied on for, tax, legal or accounting advice. You should consult your own tax, legal and
accounting advisors before engaging in any transaction. This material is proprietary and may not be reproduced, transferred, modified or distributed in any form without prior
written permission from PUREfi. PUREfi reserves the right, at any time and without notice, to amend, or cease publication of the information contained herein. Certain
information contained herein has been obtained from third-party sources and has not been independently verified. It is made available on an "as is" basis without warranty. Any
strategies or investment programs described in this presentation are provided for educational purposes only and are not necessarily indicative of securities offered for sale or
private placement offerings available to any investor. The views expressed in the referenced materials are subject to change based on market and other conditions. This
document contains certain statements that may be deemed forward-looking statements. Please note that any such statements are not guarantees of any future performance;
actual results or developments may differ materially from those projected. Any projections, market outlooks, or estimates are based upon certain assumptions and should not be
construed as indicative of actual events that will occur.
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