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Tastes Have Changed but CRTs Are Forever

1960 i 1980w W UG

ifn

1969 1988 1997 - 2013
 CRTisbom CRT meets 7520 CRT gets arrested CRT buys health insurance
TRA 69 TAMRA ‘88 TRA 97 T.D. 9644

1998 2003-2005
CRT suffers exhaustion CRT exhaustion relapse [l “Fiip"is born [l CRT class struggles

Rev. Rul. 77-374 7520 Regs. TD. 8791 Reg.-110896-98

Source: AlianceBernstein

How a Charitable Remainder Trust Works

Contribution of assets . Remainder
(typically appreciated) Charitable when trust expires
Remainder
Trust
Immediate charitable Liquidate assets and
income-tax deduction™ reinvest tax-deferred
Annual cash payouts: G e
percentage of trust value (CRUT) “Tier" Rules of Accounting

or fixed-dollar amount (CRAT)

“Worst-n, First-Out”

“The income-tax decuction i o he otal amount conrbuted, but ather the st value of what & expected 0 pass o charty. The calulation of the present value takes o account the vake
of e conirbuted assets, the dcount ate (based on the Secton 7520 rat) and th farm of the st (o etme st a o expectancy tab i used). See Sectons 7520 and 664 of e Iieral
Rovenue Code of 1986, 15 amended, and the Treasury regulations hereunder.




Today: CRUTs Up, CRATs Down

Maximum Allowable Lifetime Unitrust Percentage

Current 7520 Rate* | Average 7520 Rate
2.2% 6.0%

40 7.015% 7.176%
50 9.779% 10.003%
60 15.106% 15.453%
70 25.612% 26.200%
80 48.535% 49.649%

Maximum Allowable Lifetime Annuity Percentage

Current 7520 Rate* | Average 7520 Rate
2.2% 6.0%

40 - 6.238%
50 - 6.441%
60 = 6.839%
70 5.000% 7.569%
80 6.788% 9.235%

“Septomber 2014
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Act I: CRUTs

donor seeking tax deferral

CRTs: Back in the High Life

Benefits of a Charitable Remainder Trust Today vs. 2003-2012

v Defer Incol ax Upon Sale

v Tax-Advantaged Growth Greater

v" Up-Front Income-Tax Deduction

v Payouts at Lower Tax Rates* Possible

“Relaiive 10 an outight sale o a gy appreciated asset
Source: AllanceBernstein




Progressivity of Tax Brackets Has Increased: Federal Rates

Marginal Tax Rate on Long-Term Capital Gains*
Joint Filers, Income Brackets ($Thousands)

Long-Term Capital Gain

$500k—Top Marginal $119,000
$43,450
$500k—Full Bracket Run $75,550 |
23.8%
18.8%
15.0%
0%
505738 $73.8$250 $250-$457.6 $457.6+

“Based on Hoali Care and Education Reconciiation Act of 2010 ar the American Taxpayor el Actof 2012. Long-erm capial gain.rale. in 2014: 0% on capila-gains porton of abable
ncome up to §73,800, 15% on incom over $73,800 o $457,600, and 20% on icome abowe $457,600. Medcare surtax ‘apples 1o ret invesiment icome tat oxcoeds @ modifed
‘sl gross-ncome of $260,000. Al come resholds s based on jomt flrs. Bemsein i ot  egal, ax oresate. acvisor. Investors ol consul hese professionls a5 approprite
before making any decisons.

Source! RS and AsianceBemsiein

Progressivity of Tax Brackets Has Increased: Federal + Oregon Rates

Marginal Tax Rate on Long-Term Capital Gains*
Joint Filers, Income Brackets ($Thousands)

Long-Term Capital Gain

$500k—Top Marginal $168,500

$500k—Full Bracket Run $123,697 |

28.7%

18.8%
0%

8

%

505738 §73.8-5250 $250-457.6 $457.6+

“Based on Health Care and Educaton Reconclation Actof 2010 and the Amercan Taxpayer Relef Act o 2012. Long-lorm capial ains ates n 2014: 0% on capial-gains porton of wiable
ncome up to §73.800. 15% on income over $73,800 o $457,600, and 20% on ncome abowe S457,600. Medicare surlax of 8% applies 1 il invesimen income tral exceeds a modiied
adjustod-gross-ncome of $250.000. Al ncome reshalds e based on jont flers. Bernsion i not  ega, ax o esate advisor. Investos should consul hess professionsls as appropriate
before making any decisons.

Source: RS and AsianceBerstein

Modern Uses of Charitable Remainder Trusts

Source: AlianceBernstein
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The Analytical Model*: Quantifying the Probability of Expected Outcomes

Personalized Wealth Forecasting Distribution of Probability
Investor Profile Scenarios Model 10,000 Outcomes. Distribution

5%~—Top 5% of Outcomes

10,000 Simulated
Spending Requirements EDECTHITD

Proprietary

Risk Tolerance Capital-Markets

Research

50%—Median Outcome

TaxRates
%%

95%~—Bottom 5% of Outcomes

Based on the current capital-markets environment

Incorporates various account types and planning vehicles

Predicts likelihood of meeting long-term goals
“The Wit Forecasing ysiem> s based upon Berstsn propritary analsi of toical capta makels data ver many dacades, We ooke at variables such s past ks, iy,
Vakillons and Corealons 1 foreces  vat1angs of possis Ocomes olan 2 M!St lsees, ek Bemeei porfokos. Wl hers & o asarancs hal an Speckc ocom

Suggested by the model wil actualy come o pass, by quaniying the possiiies of achieving fiancial goals under changing, an somatimes exirame, capialmarkets condiions, e tool shoukd
roices. Seo Notes on Weallh Forecasiing Systam ai the and of i presentaton for further Gtads,
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Assumptions: CRUT funded with Stock

m Married couple, both age 65 and Oregon residents*

= $10 million marketable stock

m $0 cost basis

m No additions or withdrawals (except for income taxes)

m Sale proceeds reinvested in 100% globally diversified equities**

m Charitable deduction from CRT offsets long-term capital gains taxable income in first year***

m All wealth outcomes expressed in inflation-adjusted dollars (2014)

“All cases assume Oregon residency s mainained fo e duraton of e anlyss.
“Globaly dersied oquies ao defined as 21% US dersied. 21% US arowt, 21% US value, 7% US SMID, 22.5% developed inlernational and 7.5% emerging markets.
“Based on a Federal and stale bended longterm capial gains rae of 27.4%,

Tier Rules: Now with Net Investment Income (NII)

m Tier rules [§ 664(b) & Reg. § 1.664-1(d)(1)]
® Income assigned among 3 categories of income
m Each category is assigned to a different class based on the Federal income tax rate

m Highest rate in each class is paid out first --- result is modified “worst in, first out”

Catogory | Class____| Rate |

Ordinary Income NIl Interest 43.4%
NIl Qualified Dividend 23.8%

Capital Gain NIl Short-Term Gain 43.4% T
NIl Long-Term Gain 238%  {E—

Other Income Tax-Exempt Interest 0.0%

Corpus Basis n/a

Source: AlianceBernstein




Accumulated After-Tax Personal Wealth over Time

Personal Wealth—Median Case*
(US$ Millions, Real)
30
—11.22% CRUT
2 —8% CRT
20 5% CRUT
15
10
5
—~
0
1 5 10 15 20 25 30 35 40
Years
“Weath vakes nclade chartable decucion rom R based upon ot Wt of o 65 year o an a seton 7520 fafe of 2%
Bosed on Brmelos eimaies ol he range o1 gt Sk 0 appliabl capial Markes, Daia ot rgrSse: pas parrmancs and ars ot a romis of actl ks resls o a
a0 of e esus Sa6 Noiss n e FOrGcasing Sysem n Appon 1o frhr Gtas.

CRUT Value: Impact of Unitrust Percentage

Median CRUT Value—Year 25* Median CRUT Value—Year 40*
(US$ Millions, Real) (US$ Millions, Real)

$9.54

$4.50
$1.95

$0.82
5.0% 8.0% 11.2% 5.0% 8.0% 11.2%

“Based on Bomstin's estmates o th ranga of long-er returs for the applable caphal markets. Data do nol represent past perormance and are not a promise of acual fulure results o a
fange of fuure resuls. Sae Nolas on Waaih Forecasting Systom in Appencd for futher delas

Accumulated After-Tax Personal Wealth over Time

Personal_ Wealth—Median Case and by year 40, the
(USS Millions, Real) 5% and 8% CRUT are
almost at parity
30
— o
11.22% CRUT The 8% CRUT /
25 —8% CRT outpaces the 11.22%
CRUT by year 30
20 5% CRUT
15
10
5
—
0
1 5 10 15 20 25 30 35 40
Years
“Wealth vales incude chartable deducton fom CRT based upon o Hetme of o 65 yea okis and asecon 7520 rte of 22%.
a5 on Bemtans estmtes of e e o org e s for h applcati cptal markts. Doa 0t e past pdarn and ars ot  pronis of st e sl o
{ance of s TS Soe Notes o1 W eain Frecasing Sysem i Aspan o s ol
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Comparing the Options: CRUT Payouts

Median Total Wealth—Year 25*
(US$ Millions, Real)

$10 Mil. Lifetime CRUT

Total Wealth — $24.8

o $21.3
Charity’s $19.3
Interest $4.5 [7X0)
Personal $16.8 $17.3
Wealth
5.0 8.0 11.2

CRUT Payout Percentage

“Wealth valves nclude chartable deduction from CRT based upon jint ot of e 65 year ol and a section 7520 rate of 22%.
Based on Bemstoin's esimates of the range ofong-term retums fr
fange of fulure esuls. See Notas on Weaith Forecasting System in Append for futhe detas

 appicable capial markets. Dta do not represent past perormance and are ot & pomise of actual ulre fesus or &

Comparing the Options: Outright Sale vs. CRUT

Median Total Wealth—Year 25*
(US$ Millions, Real)
$10 Mil.
Outright Sale $10 Mil. Lifetime CRUT
Total Wealth  $24.8
N $21.3
Charity's $19.3
Interest $4.5 $2.0
CRT
$13.9 -$1.4 $2.9 $3.4 Benefit
Personal
Wealth
No CRT 5.0 8.0 1.2
CRUT Payout Percentage
“Wealh vales icude chartabl deducton from CRT based upon jn el of wo 65 year o and a scton 7520 rate of 22%.
Basad on Bomslans esmales of e rango ofong-lorm et o he aplcable captal markets. Data o ol eprosant past perarance and ao ol apromise of ctual flrs resuts o a
ange of flare o, Soe Nolos on Waalih Forocasing Syslom n Append for frhr el

Comparing the Options: Outright Sale vs. CRUT

Median Total Wealth—Year 40*
(US$ Millions, Real)

$10 Mil.
Outright Sale $10 Mil. Lifetime CRUT

Total Wealth _$40.6

Charitys ALK $33.6
nterest
3.1 30.1
s 5058 g3
8.3 8.4 CRT
$22.1 $ 9 S Benefit
Personal
Wealth
5.0

No CRT 8.0 12
CRUT Payout Percentage

or22%
rormance and are ot a promise of actual ure fesus or &

“Weslh values include chartable deduction rom CRT based upon jont el of o 65 year ods and a secton 7520 ate

NWPGRT 2014 -- AllianceBernstein

Based on Bemstein's esimates of he range ofong-tor retums fo he applicable caplal market. Data co not represent past er
Fange of fulure esuls. Se6 Notes on Weaith Forecasiing System in Append for futher dtals.




Probability of “Crossover”*

Odds of More Personal Wealth
CRUT vs. Sell Outright

100%

75%

50%

—11.2% CRUT
—8% CRUT
5% CRUT

25%

0%
1 5 10 15 20 25 30 35 40
Years

“Crossover” defned as the paint at ich more prsonal wealth s accumidated from the CRUT reltive o an outight sse. Weslth vaies include chartable deduction from CRT based upan jont
fetime of o 65 year ods and  secton 7520 rte of 2.2%.
Based on Bemstein's esimates of he range ofong-torm retums for the applicable capilal markels. Data do no represent past porormance and are ot @ promise of actual fulure resuls or
fange of fulure esuls. See Notas on Weaith Forecasting System in Append for futhe detas

Personal Wealth Appeal of CRTs: Impact of Cost Basis

0Odds of More Personal Wealth—Year 25*
8% CRUT vs. Sell Outright

92%
85%
76%
65%
54%
. =%
I
0%

10% 20% 30% 40% 50%

% Cost Basis

“Wealh values include chartable deducion rom CRT based upon font Ietme of wo 65 year ods and a secton 7520 rate of 2.2%.
Based on Bemstoi's esimates of the range ofong-ter retums fo the applicable capial markets. Data do no represent past performance and are not apromise of actal fuure resus or a
ange of fuure resuts. See Noles on Wealh Forecasting System in Aupend for futher detais

Modern Uses of Charitable Remainder Trusts

Source:

janceernstein
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Artwork: Don’t Count on an Income Tax Deduction

m Collector/Investor-Owned Art
m “Unrelated” Contributions

= Contributions of appreciated tangible personal property not “for the use” or “related” to the exempt purpose of
the charity (public or private)

m Reduction of deduction by amount of appreciation (cost basis) [§ 170(e)(1)(B)()) & Reg. § 1.170A-4(a)(3)]
m Deferred Charitable Gift Concern

 No deduction for a future interest in tangible personal property until all intervening interests and rights to actual
possession or enjoyment have expired (or held by unrelated parties) [§ 170(a)(3) & Reg. § 1.664-2(d), -3(d)]

= Subsequent sale by CRT may give rise to deduction [PLR 9452026]
m Creator-Owned Art
m Considered “ordinary income property” [§ 170(e)(1)(A) & Reg. § 1.170A-4(b)(1)]

m Reduction of deduction by amount of appreciation (cost basis)

Source: AllanceBernstein

“Flip” for a More Tax Efficient Avenue of Liquidity:
Net Income (with Make-Up Account) Charitable Remainder Unitrust

Contribution of Remainder
artwork Charitable when trust expires
Remainder
Trust
Tax deduction limited (Tax-Exempt)
to cost basis*

Annual cash payouts: Tier: Character of Income

Deferred until sale

2

2(c): Long-Term Gain
3: Tax-Exempt
4: Basis

Image: Warhol (Sht Red Mariyn)

“The Income-tax deduction s ot he tolal amoun conirbued, but raher the present valu of whal s expected {0 pass o charty. The calcuaton of h present value is based upon the basis of
e artwork (nf ai vale). the discount ate (based on the Secton 7520 rate) and th tarm of th st (o eime usts, a fe expeciancy table s used). See Sectons 7520 and 664 of e
Intrnal Revenue Gode of 1986, as amended, and e Treasuy reguiations threunder.

Source: AllanceBernsiein

Artwork: “Flip” NIMCRUT

m “Flip” Event

m Can be “on a specified date or by a single event whose occurrence is not discretionary with, or within the control
of, the trustees or any other person.” [Reg. § 1.664-3(a)(1)(i)(c)]

u Includes a sale of “unmarketable assets” including real property, closely-held stock, and unregistered securities
[Reg. § 1.664-3(a)(7)(ii)]

m Conversion to a unitrust the following taxable year with loss of any “make-up” amount not otherwise paid out prior
to conversion [Reg. § 1.664-3(a)(1)(c)(3)]

m Allocation of Gain to Net Income
m Pre-contribution gain is allocated to principal [Reg. § 1.664-3(a)(1)(i)(b)(3)]

= Post-contribution gain may be allocated to income if the governing instrument provides and if allowable under state
law [§ 643(b), Reg. §§ 1.664-3(a)(1)(i)(b)(3) & 1.643(a)-3(b)]

m Plan for Valuation Discounts?

[] istributions vs. tax-def

Source: AlianceBernstein
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Assumptions: CRUT funded with Artwork

m Acquired for $100,000

= $10.0 million fair market valuation today

m $11 million sale value one year from today net of closing costs
m Charitable Remainder Trust

 Trust s structured as a NIMCRUT that “fips” to a unitrust payout upon the sale of the artwork

= $1 million of post-contribution appreciation is deemed to be income for the purposes of determining the
make-up distribution

m Charitable deduction is limited to cost basis

Tier Rules: Collectibles

m Tier rules [§ 664(b) & Reg. § 1.664-1(d)(1)]
= Income assigned among 3 categories of income
m Each category is assigned to a different class based on the Federal income tax rate

m Highest rate in each class is paid out first --- result is modified “worst in, first out”

[Cowegoy | Chss | R |

Ordinary Income NIl Interest 43.4%
NIl Qualified Dividend 23.8%

Capital Gain NIl Short-Term Gain 43.4% ol
NIl “Collectible” Gain a15%  d— L o
NIl Long-Term Gain 23.8% =

Other Income Tax-Exempt Interest 0.0%

Corpus Basis n/a

Source: AlianceBernstein

Art: Lower Deduction, but More Valuable Tax Deferral

Tax Erosion of Zero Basis Asset

« »
Long-Term Capital Gain vs. Collectibles How does “crossover” for

collectibles compare to
long-term gain property?

23.8% ;
A 31.8% Bigger
- 33.7% ° 41.7%

v Deferral
Benefit
o

Smaller
Deduction
Benefit
Pre-Tax LTCGRates  Collectibles Rates
(AMT) MT)

Based on Bemstain's esimates of he range of ong-torm retums fr the applicable capial markes. Data do no represent past perorance and are ot promis of actual fulure resuls or &
fange of fulure rsuks. See Notes on Weaith Forecasiing System in Append for futher dtals.
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Art: Lower Deduction, but More Valuable Tax Deferral

Tax Erosion of Zero Basis Asset 0Odds of More Personal Wealth After 20 Years
Long-Term Capital Gain vs. Collectibles

8% CRUT vs. Sell Outright
23.8%
31.8%
- 33.7% N | 41.7%

- %
-

Pre-Tax LTCG Rates Collectibles Rates Funded with Stock Funded with Art
(AMT) (AMT)
ased on Bemstain's esimates of he range ofong-term retums for the applicable capilal markes. Data do o represent past porormanc and are not @ promise of actual fulure resuls or
range of fuure resuls. See Notas on Weaith Forecasting System in Append for futher detas
Source: AllanceBernstes

When Is “Crossover” Achieved?

Personal Wealth Over Time—Median Case*
(US$ Millions, Real)

20 Year of Year of
—Outright Sale Crossover* | Crossover*
—11.22% CRUT (ART) (Stock)

15 —8% CRT

5% CRUT

1 5 10 15 20 25
Years

“Chartable deduction s based upon fint fetme of o 65 year ods and 3 section 7520 rate of 22%.

“Crossover” defined 22 the poin at whch more personal weallh is accumusated fom the CRUT realive 1o an autight sale. Resuls isplayed aro based on the median case (50% probabily).
Based on Bemstoin's esimates of the range ofong-term retums fr the applcable caplal market. Data do not represent past peformance and e nl a promise of actal fuure esuls or
ange of fuure resuts. See Noles on Wealh Forecasting System in Aupend for futher detais

Comparing the Options: Outright Sale vs. CRUT

Median Total Wealth—Year 25*
(US$ Millions, Real)

$10 Mil.

Outright Sale $10 Mil. Lifetime CRUT

Total Wealth  $23.9

Charity’s $21.0 $19.3
Intorest $4.6 $1.9 CRT
$12.9 _$1.0 $3.6 Benefit
Personal
Wealth
No CRT 5.0 8.0 1.2

CRUT Payout Percentage
Wt vaes i crartb dekeionfom CRT bsod ton o otme of G5y s  scion 7520 e of 223
S o Berten'sesmates of e range o 0% e el 1 o apleaie ol ke, Dot v reresot pos P
oo o e 1o o Nt o ek Fotensin) Sy I Appi Tt ot e

rormance and are ot a promise of actual ure fesus or &

10



Comparing the Options: Outright Sale vs. CRUT

NWPGRT 2014 -- AllianceBernstein

Modern Uses of Charitable Remainder Trusts

Real
Stock Art Estate IRA

Real Estate: Playing in the Dirt Can Be Messy

m Mortgaged property very problematic with CRTs—generally a non-starter
m The Problem with Debt:
m Contributions of debt in excess of basis will be a taxable event [§ 1.1001-2]
= Contributions of “negative basis” LLC or LP interests also will be a taxable event [§§ 733, 731(a) & 751]
m Phantom capital gain problem under the bargain sale rules [§ 1.1011-2]
m Unrelated Business Taxable Income (UBTI)
m Debt-financed income is UBTI [§ 514(c)(2)(A)]

m 100% excise tax on UBTI, allocated fully to corpus [§ 664(c)(2)(A) & Reg. § 1.664-1(c)(1), (d)(2)]

vivos transfer) [§ 514(c)(2)(B)]

m Unencumbered property that's highly appreciated and/or depreciated can be a good fit with Fl
NIMCRUT structure

Source: AlianceBernstein

Median Total Wealth—Year 40*
(US$ Millions, Real)
$10 Mil.
Outright Sale $10 Mil. Lifetime CRUT
Total Wealth _$39.9
Charity's [EPTI $33.5
Interest ’ $30.5
] 508
$8.7 $9.9 CRT
$20.5 Benefit
Personal
Wealth
No CRT 5.0 8.0 11.2
CRUT Payout Percentage
“Weath vakes nclade chartable decucion rom R based upon ot Wt of o 65 year o an a seton 7520 fafe of 2%
Bosed on Brmelos eimaies ol he range o1 gt Sk 0 appliabl capial Markes, Daia ot rgrSse: pas parrmancs and ars ot a romis of actl ks resls o a
a0 of e esus Sa6 Noiss n e FOrGcasing Sysem n Appon 1o frhr Gtas.

10 year exception for mortgaged property (debt placed and property owned more than 5 years prior to inter-

ip

11



Tier Rules: Real Estate

m Tier rules [§ 664(b) & Reg. § 1.664-1(d)(1)]
u Income assigned among 3 categories of income
w Each category is assigned to a different class based on the Federal income tax rate

m Highest rate in each class is paid out first --- result is modified “worst in, first out”

| catgoy | Class | _Rate |

Ordinary Income NIl Interest 43.4%
NIl Net Rental Income 43.4%
NIl Qualified Dividend 23.8%
Capital Gain NIl Short-Term Gain 43.4%
NIl “Collectible” Gain 31.8% b,
NIl Unrecaptured § 1250 Gain 28.8% _ =
NIl Long-Term Gain 23.8% “
Other Income Tax-Exempt Interest 0.0%
Corpus Basis n/a

Modern Uses of Charitable Remainder Trusts

Real
Stock Art Estate IRA

Source: AlianceBernstein

2014 Heckerling Institute: Planning for the End of Stretch IRAs

m Potential for Legislative Repeal of Stretch IRAs

m Natalie Choate in her session “IRAs and Charitable Giving” speculated this legislative change may be
possible, if not probable.

m Professor Christopher Hoyt in a special session of “Planning for Estates Under $10 million: “A Rubik’s
Cube of Simplicity” basically said it is coming—it is a matter of when not if this change will be made.

® Planning implications for IRAs and Charity
m Repeal of stretch-out would greatly increase the appeal of gifting IRAs directly to charity

m More clients would consider CRTs for the “stretch-out-like” impact

Source: AlianceBernstein

NWPGRT 2014 -- AllianceBernstein

12



Required Minimum Distributions: Current Law

55 Year Old Non-Spouse Beneficiary
Stretch Over Life Expectancy*
100.0%

100%
@
g

£ 75%
®
=t
@
o

5 50%
=
2

g 2%

3.9% 4.9% 17.9%
0%
1 5 10 15 20 25 30
Years
a old benstiry it 298 year e expectancy
Souce RS

Required Minimum Distributions: FY2015 Revenue Proposal m

55 Year Old Non-Spouse Beneficiary
Stretch Limited to 5 Years*

100%
@
g
€ 75%
@
IS
|9
o
5 50%
5
2
2 25%

0%

1 5 10 15 20 25 30
Years

“Assumes same dsiibutions i years 1-4 a i the “Current Law — Sirelch case followed by a ul disibution i the 57 year.

Consider CRTs for “Stretch-Out Like” Impact m

= PLR 199901023

= CRT can be the beneficiary of a qualified retirement account
= Distributions are ordinary income under the tier rules [§§ 691(2)(3) & 664(b)(1)]

= Entitled to a deduction under § 691(c)(1)(A) for estate taxes, if any

Catgory | _____Class ____| Rate|

Ordinary Income NIl Interest 43.4% =
Excluded IRA Income 30.6%  uE— 0
NIl Qualified Dividend 23.8%

Capital Gain NIl Short-Term Gain 43.4%
NIl Long-Term Gain 23.8%

Other Income Tax-Exempt Interest 0.0%

Corpus Basis n/a

Source: AlianceBernstein
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Assumptions: Testamentary CRUT Funded with IRA

m Scenario #1: IRA = 55 Year Old Non-Spouse Beneficiary
m Federal estate tax liability on IRA is $4 million and is assumed to be paid from non-IRA assets

m Beneficiary is entitled to $4 million IRC 691(c) income tax deduction on IRA distributions*

m Scenario #2: IRA & CRUT fbo 55 Year Old Non-Spouse Beneficiary
m Federal estate tax liability calculated on present value of non-spouse beneficiary’s life interest in CRT**
m Estate tax savings is credited to non-spouse beneficiary's taxable account
m 5.0% CRUT: Estate tax = $2.7 million, Estate tax savings = $1.3 million
m 8.0% CRUT: Estate tax = $3.3 million, Estate tax savings = $0.7 million
m IRC 691(c) deduction is netted against Tier 1 accounting income from IRA distributions to the CRT
m 5.0% CRUT: Tier 1 income = $10 million minus $2.7 million = $7.3 million

m 8.0% CRUT: Tier 1 income = $10 million minus $3.3 million = $6.7 million

“Phasa-out of femized deductions for tax flers with AGis in excess of Paasa trashoid ignored for the purpase of s anslysis.
““Present value of elime interest of GRUT based upon a 55 year old (single He) and 5 0% unirust equals 68.1% of il contrbulon value (8.0% unirust equals 81.7%). Assumes a Secton
7520 rte of 2.2% and quarery CRT dissbuions.

Median Personal Wealth—Year 30: Beneficiary IRA vs. CRUT

Stretch Over Beneficiary Life Expectancy* Stretch Limited to 5 Years*
(USS$ Millions, Real) (US$ Millions, Real)
CRT
— 3 _Benefit
‘_ CRT ~
(52.3) ($1.5) © Cost 14
Personal
Wealth
No CRUT 50 80 No CRUT 50 80
CRUT Payout Percentage CRUT Payout Percentage

“Values dispayed are based on tne median ouicome.
Based on Bermstoin's esimates of the rango ofong-lor retus for the applicable captal markets. Data do o represent past performance and e ol a promise of actal fulure esuls or a
range of fuure resuts. See Noles on Wealh Forecasting System in Aupend for futher detais

Median Total Wealth—Year 30: Beneficiary IRA vs. CRUT

Stretch Over Beneficiary Life Expectancy* Stretch Limited to 5 Years*
(US$ Millions, Real) (US$ Millions, Real)

Total Wealth  $28.5
$28.5

Charity’s Interest

$23.6

(52.3) ($1.5) Cost

$0.5 $1.4
Personal
Wealth
No CRUT 50 80 No CRUT 50 80
CRUT Payout Percentage CRUT Payout Percentage

“Values dislayed are based on the median outcome.
Based on Bemsiein's osimatos of he r3nge ofong-tor retus for the applcablo capial markes. Data do o reprosent past perormance and are not @ promis of actual fulure resuls or
Fange of fulure resuls. See Notes on Weaith Forecasiing System in Append for futher dtals.

NWPGRT 2014 -- AllianceBernstein
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Act IIl: CRATs

g oo donor seeking income

NWPGRT 2014 -- AllianceBernstein

Assumptions: Retired Couple with Planned Bequest

= Married couple, both age 75 and Oregon residents
m Financial assets total $3 million:
 $2.5 million taxable investment accounts
© $0.5 million in IRAs and qualified retirement plans
= Focused on generating stable cash flow from investment portfolio

= Plan on leaving a significant amount of their estate to charity

“All cases assume Oregon residency is manained fo the duraton of the anlyss
“Any unusad deduction by he end of the maximum cay

forward poriod is assumed o expie.

Interest Rates Expected to Rise Slowly

Fed Funds Rate Is Expected to Begin Long, Steady Rise Treasury Curve Is Likely to Remain Steep, but Less So*

6 6
Actual Rate
Dec 2018
4 4
3 Dec 2018 () O
5 §
g g
& o) &
Dec 2016 O
2

2
Dec 2016,

Dec ZOMO

o Dec 2014
04 06 08 10 12 14E 16E 18E 20E

0 2 10

30
Years
Historical analysis and

s of December 31, 201
Yied curves projectd ar based on historica anslsis of easiry yield curves and on applying the slope {0 the fec funds ate forscast s fusrated n et char
Fed funds rats expactatons are based on an aseumpton of 2% fiaton and consensus Sxpectations fo unemployMEnt (5.6% i 2020),

Source: Boomberg, Blue Chp Economic Indcators and AllanceBernsie

foracasts do not guarant futur resuls.
)
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Tale of Two Allocations: Income vs. Total Return

Taxable Portfolio: Emphasize Income and Safety 5% CRAT: Emphasize Total Return

High Yield
Bonds
5%

Nominal
Taxable
Bonds
30%

Nominal Taxable
Bonds
75%

One Year Projection**

2.6% Yield 2.5%
3.7% Total Return 6.2%

s of December 31, 2013
“Global oquiies ao defined as 21% US dversifed, 21% US vale, 21% US growh, 7% US SMID, 22.5% developed inerational and 7.5% emerging marksts.

“'Basod on Bersloin's esimalss of the median, protax o and total reum ove tho nex oo yea fo e applicable capial markat. Data do not ropresont past performance and are o &
promise of actal future reults o 2 anga o uire resuls. Ses Notes on Weath Foracasting System t he end of thispresentaton fo further tads

Source: AlianceBemstein

Income Should Climb as Rates Normalize...but CRAT Cash Flow Is Much
Higher Initially and Throughout

Nominal
Median Annual After-Tax Cash Flow
Per $1.0 Million (USD Thousands)
50
S T cucmar
Taxable
Portfolio
35
20
1 5 10 15
Year
25 o December 31, 2013
Basad on Bemsie's esmats o th rangeofng-er reus o th applcable capta markets. Da do ot represet ! erarmance and ar ol pomSe f Bcual (e ress of range
of e rosus Sew Assumplons and Netes o Wealih Forscasing Sysie al h and of 1 prssenaton forriner oo
Sourc, AtanceBernsiein

Personal and Charity Wealth Created: Year 15

(Projected Median Outcome)

Real (USD Millions)

Cumulative After-Tax Cash Flow Remainder to Charity

$0.87

$0.63

Taxable 5% CRAT Taxable 5% CRAT
Portfolio Portfolio

s of December 31, 2013
Based on Bermstein' esimates ofthe range of ong-erm returs for the applable capial markets, Data do N represen past performance and are ol & promise of actual flure resuls or ange
of flure resuls. See Assumpiions and Notes on Wealb Forecasing System at he end of s presentation forurher Getas.

Source: AllanceBernsiein

NWPGRT 2014 -- AllianceBernstein
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Personal and Charity Wealth Created

(Projected Range of omes)
Real (USD Millions)
‘Cumulative After-Tax Cash Flow Remainder to Charity
Probability
*m $1.77
$0.87
$0.70 $0.82
== s0.52 I S0 $0.59
$0.43 : 0.36 $0.38
$0.33 $0-
Taxable 5% CRAT Taxable 5% CRAT
Portfolio Portfolio
s of Docenber 31, 2013
Sasad o Bt oskmaio o th ange ofeums for th aplcable capal markes ovor e ox 15 yers D do ot rprasnt past paformarc and e ot a promiseofactual e
ke 1 . k.S Ao et £ W P Sy s o e ot e

s AN B

MissionPossible

For more information, please feel free to contact us:

philanthropy @bernstein.com

www.alliancebernstein.com/nonprofits

Appendix

NWPGRT 2014 -- AllianceBernstein
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Lifetime CRUT: Charitable Deduction by Age and Payout

Single Life CRUT—Charitable Deduction*
Based on Payout Percentage Maximum
Payout**

45 21.7% 16.7% 13.1% 10.4% na nla na 8.2%
55 31.9% 26.2% 217% 18.2% 15.5% 13.2% 1.5% 12.0%
65 44.9% 39.0% 34.0% 29.9% 26.4% 23.5% 21.0% 19.4%
75 60.1% 54.8% 50.2% 46.0% 42.3% 39.1% 36.1% 35.1%

Joint Life CRUT—Charitable Deduction*
Based on Payout Percentage Maximum
Payout**
I B S S R T

45/45 13.9% nla nla nla na nla na 5.9%
55/55 22.0% 16.5% 12.5% nla na nla na 7.8%
65/65 33.8% 27.5% 22.4% 18.4% 15.1% 12.5% 10.4% 11.2%
75175 49.2% 43.0% 37.6% 33.0% 29.0% 25.6% 22.6% 18.1%

“The income-tax deducton i exprossed as a parcertage of the CRT funing amourt and is equal 0 the present vae of the charlable remainder interost. The calultion o the present vaue
{akes ino account he vale of the contbuted assals, he Section 7520 rale, and th torm oftho tust (o et st a fo expectancy tabo s used). Calulations in the summay abies
assumo a Secton 7520 ate of 2.2% and quarerly CRT disribulions. *The masimum alowablo payout. s he lessor of 5% or he parcentago thal esus i the chariabie remaindor inlrost
gqualing 10% of any assets ransferra t th trust. See Sectons 7520 and 664 ofthe Internal Ravenue Cod of 1965, as amencac, and tha Treasury regulatons hereunder.

Soure: AlianceBernstein

Projected Return and Risk: 100% Globally Diversified Equities

Projected Growth Rate*
within the Next 30 Years

32.4%

98%
“9%% 990

67%

-12.0%

1 Year 10 Years 30 Years 10% 20% 30%

Asset alocation: “Globady Diversfied Equiies” are defned as 21% US diersied, 21% US value, 21% US growth 7% US SMID, 225% developed intemational and 7.5% emerging markets.
“Projociod pre-ax compound annual growh raes.

“Projections indicate the probabily of a paako-rough cacln in pa-cash-flow cumiative reums of 105, 20% or 0% over the next 30 years. Becausa the Wealh Forscasting Systam uses.
‘annual captal markel rtums, he probabilty of peakIo-ough losses measured on a mor fraquent basi (such 26 daly or monily) may b understated. Tho probabiies depicied above inchude
an pward adstment intended 1o account for the icidance o peak-to-ough losses that do o as an exact number of yoars.

Projected Return and Risk: 70% Global Equities / 30% Fixed Income*

Probability
5%
Projected Growth Rate* Probability of Peak-to-Trough Loss**
within the Next 15 Years

23.9%
13.2% 83%

108% 10.1%
6.7% 6.3% 6.1% uea%
B 0.0% 1.8% 26%

37%

7.3%

1%

1 Year 5Years 10 Years 15 Years 10% 20% 30%

Asset alocation: “Global Equles” are defined as 21% US dversiied, 21% US vaue, 21% US growh, 7% US SMID, 22.5% developed ifemational and 7.5% emerging marke's. “Fised Income” are
defied a5 termediate duraion muncival bonds

“Projocied pro-tax compound arual growh raes.

“Projctions indicate the probabily of & peak-o-rough declne in pre-cash-flow cumuiative reums of 105, 20% or 0% over the next 15 years. Because the Wealh Forecasting System uses.
‘annual captal markel rtums, he probabilty of peakio-ough lossas measured on a mor froquent basi (such 2s daly or monitly) may bo understated. Tho probabiies depicied above ichude
an pward adustment itondd 1o account for h incidance of peak.lo-ough losses that do no ast an exact number of yoars.

Based on Bemstei's esimates of 1 range of rtums forhe appicable capial markets over 1 et 15 years. Data dogs ot represent past perormance and s not @ promis of actusl o ange of
futes resuls. Sea Assumptions and Notes on Wealt Forecasting System in Agpendi forurher detals.

NWPGRT 2014 -- AllianceBernstein

Probability of Peak-to-Trough Loss**
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Notes on Wealth Forecasting System

L tpose and Doscripton o Wealth Frecasing System

Bomaena Wein Forceasing Symemt s des their allocation of

Coagores o il sosets Ou vow plan s conste of 3 eurtep rocess (1 it Prfle put e slenssset alocaton ncame, xpeses, cathwiiaul
L e s toerance Jovl, o, iher Facors: (2) Cient Scenario: i effec,quastons 1 et woukd ke aur guklans an, whih ey (ouch on S3uee such 85

when 13 ftis, what isher cosh-low iream i kel o be. whetherNisier porioio can beat nfaton ong tem, and how diffarent asset allocatons ght mpact Nis/her
long-term securiy, (3) The Capilal-Markets Engine: Our proprietary model, which uses our research and historical data to create a vas! range of marke relums, takes info

account the linkages and finally (4) A Probabilty Distribution of Outcomes: Based on the assels
investod pursan o e stte asse aloation, 90% ofn esimaled ranges o relums an asse vales he clen couexpet o exprience ao aprosented it he
range siablaned by e S and 951 prcrtie n o 400 wirs”raca.Howeuar, ulomies ulsie e rnge s acpecied o cecr 1% of e ;1 he
Tange does no ostaplish o boundaris for alloutcom cled market relums on bonds are derived by taking into account yield and other critria. An importan
moron s ha locks il ove e, ouperon long bt 8 essonale amouns oo s 3 b o wey a ey, Horaore, achu e rosue ey nt moet
Benstein's estimates of the range subject 0 arket, and other variables. Accordingly, the analysis should not

Do Consined 25 & romiss of acual ure rosuts, 1 actal rAnge of s resuls, f the actual propabity ht rese resats wilbe reaized

2. Rotirement Vehicles.

ach erementpan s modele s one ofhefllowing vetiies: Tradonal IRA, 401, 403, Keogh,orRoth RAAO1(). O of e sigifcan iferences artong these
vehicetypes = {pe e atwhich mandaey deiiusions cory Foradiionl IR veicles mandatn it arosssumed the

e s eslor reaches e 20n o 707 For 401 $03(). s Kooa vailes, mandstor SSoulons 6 5euad 1o comencs i ter o ) the ot ot
investor reaches the age of 70%% or (i) the year in which ires. In the case of a married c e dates are based on the date of birh o the older spouse.
“The minimum mandatory withdrawal is estimated using the Minimum Distribution Incidental Benefit tables as pubished on www.irs.gov. For Roth IRA/401(K) vehicies, there
are no mandatory distributions. Distributions from Roth IRAJ401 (k) that exceed principal will be taxed andlor penalized if the distribuled assels are less than five years old

‘and the contributor s less than 59% years old. All Roth 401(k) plans will be roled into a Roth IRA plan when the investor urns 59% years old to avoid minimur distribution
requirements.

3. Rebalancing
Anothar mpariantparning assuptn s how o asset alocaon variesovar . Wo atompt 1o model ow 1 paiokowoud actal bo managed. Cash fows and cash
generated ss0d to maintain etuween cash, bonds, stocks, REITs, and hedge funds over the period of the analysis.
o i 1ok alcen, ancpimizatin procram ot ool o e an rading to rebalance. In
gonrs, e porfoo alocaon wil b mariainedfessonatly cose o s et InSon, et veas, hers maybocoronon between o o Teiionships alocaion
2t of e eqers portdon, For s, sipposs vt (1 i p of municipal

f Stocks in ool personl Cine and bonds will be pulled away

om urqels e put prnary weigh on maintaing th oveal localon near targel. wich maresu inan alicaton o taxable bocs n e rlement porol s the
pers

Notes on Wealth Forecasting System (con’t)

& Expanses and Sponding Plans :wm.mmm
Al results are generally shy taxes and after antic addtions, Liquidations gains or
Iosses, whc il v capral gain tx mplcalons.

5. Modeled Asset Classes
“The folowing assels or ndices were used In this analysis o represent the various model classes:

NWPGRT 2014 -- AllianceBernstein

Asset Class Modeled As. Annual Turnover Rate (Percent)
US Diversifed ‘SaPiBarra 500 Index s
US Value S&PIBara Value Index 15
US Growth S8P/Bara Growth Index 15
Developed Intemational MSCI EAFE Unhedged 15
Emerging Markels MSCI Emerging Markets Index 2
Us smD Russell 2500 15

ity

Volatity is a measure of dispersion of expected returns around the average. The greater the volatity, the more likely it s that returs in any one period will be substantially
above or below the expected result. The volatily or each asset class used n ths analysis is listed on the Capital Markets Projections page at the end of these Notes. In
general, two-thirds of the retums wil be within one standard deviation. For example, assuming that stocks are expected to return 8.0%

oty of e o1 loks i 7.0%,nany on ear 15 Wl It oo th prfactec rtuns il b oo (.9% and 28.8% Wt tarmedits gousmnant
s, e expectedcompound rtum i assumed obe 5.0% and th oty s assumed 1 b 0%, o-ics o o outcrmeswil ypcally bebetween 1%

11.5%. Bernstain's forecast of volatity is based on historical Bernstein's judg volatily of fixed income o ot e
periods.

7. Technical Assumptions

Bamsors Woalh Frecasing Sysiom i basedona b of tochca assumpions egarding the utrobahaior o franclmrkats, Bosio's Caplal Markets Engine
is the module responsibie for creating simulations of eturns in the capital markets. These simulations are based on inputs that summarize the current conditon of the capital
markets 25 of Sopember 3, 2013. rerelre, te st 12.monlh o of smulaled retrn feprosent te period om September 30, 2013, hrough September 3, 2014,
and not necessarlly the calendar year of 2014. A description of these technical assumptions is avalable upon request.

Notes on Wealth Forecasting System (con’t)

8. Tax Implications
Befor o an s aocaton dedions an st shoul i win s o sy d by presented

herein,including any capital gains that would be incurred as a result ofliquidating all o

bl bontt, e Bemaoi 4065 no povde e 1oga o aceouning Svice. i conlgerng s mtorl Yo shous s your i creumetancss i

professionals in those areas before making any decisions.

9. Tax Rates

Tne Feders inoome Tax Rate i Bemste'sestimateof iter e tp margral federal an “average” rate

schedule The Federal Captal Gars Tax Rat e leser ofh o marginal ederal ncom o e o e cutent caponcaplal gans o an il o crporton s
aplcable. Fdoral tas e o ended i applcai stet o by inclsding, ameng oiher e, fodora deducionsfo s o and capta e

st e ncome 1 v § splcabls. e sl Forscesig Sysem vaes e oo ton margil -

fodora ot atesomiss oharaie staiod: For 2314 e noyonc. e s Toderal avinay meome o et 4347 o e s ocevl captas g ok i 13
3.8%

10. Charitable Remainder Trust
Tha bl Farmsher Tt (ORT) & models 3 s st g o vehicie, which mak i payout to the by the grantor,
anda th ond o st (hichmy bt it ftin), ransters any romaining aset, o a o i, charalecrganizan, Dpencing on th payous
S, i CRT can bo modelod 2 aher  Crariabe Remaindor Unirue (GRUT) of a Crariabe Remainder Annuty Tras (GRAT). Tho GRUT payout & oqud (03
fxe percentag f o porfoli’sbegmingyea valu, whercesthe CRAT' payout conss o afned doler amaurt. n e ncepion o ot he CRT. i rani: recoes an
cally eq subject 10 the applicable Adjusted Gross Income (AGI) imits on charitable deductons and
hass outoftomized Gectons 2wl o s fogarding odueion (o535 1 gt 0t oondatons. Unesed chaias Seducions s carre fovard ot e
years. Although the CRT does not pay taxes on ifs income or capital gains, ts payouts are included in the recipient’s Adjusted Gross Income (AGI) using the following four
accounting ters: ier 1-Ordinary Income (Taxable Iterest/Dividends) Tier 2-Realized Long-lerm Capital Gains; Tier 3-Other Income (Tax-exempt Interest); and Tier 4-
Principal. CRTs arreqursd o pay ou acuent and previuslyrtined Tt ncom st ol curen and prviouly v Tir 2 come e, fcurent and vty
reained T 3 nxt, a Tier 4 o et Forpurposes ofdlamiring whal i subfec [t Mediare surta, it mesiment nome (M) of a CRT brefcian ftrbutable
Lot bonatiya s oy isbutions o ossor of (1 o e for that year, or (2) Jated NIl of the CR?
Rocurmated NI of a CRT i he fotel amountof I receved 6  CRT oy foryears begiming afer 2012
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Capital-Markets Projection:

In percent
Median Mean Mean One- 30-Year Annual
30-Year Annual Annual Year Equivalent
Growth Rate Return Income Volatility Volatility
Itermediate-Term Taxables 45 47 57 39 84
Inflation-Protected Bonds 35 40 44 25 141
US Diversified 73 89 27 164 185
US Value 76 91 33 160 183
US Growth 70 %0 22 182 200
Us sMID 75 95 24 187 210
Developed Intemational 79 99 32 18.1 195
Emerging Markels 63 102 38 262 277
Global Intermediate Taxable Bonds Hedged 40 43 52 36 90
Infiation 29 32 NA 09 907
aa do ot reresant any past parormance and ar not a uarantae o any fulrs spacifc rk el or e, o any Spacii: g of ik levels o e,
Based on 10,000 smltad vials, eachcorsisting o 30yeat pods
Refects Bemsten’s ssmales ax e captalmakets condons a5 of Decembar 31, 013
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