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Sound Quality

If you are listening via your computer speakers, please note that the quality of
your sound will vary depending on the speed and quality of your internet
connection.

If the sound quality is not satisfactory and you are listening via your computer
speakers, you may listen via the phone: dial 1-866-961-9091 and enter your PIN
when prompted. Otherwise, please send us a chat or e-mail
sound@straffordpub.com immediately so we can address the problem.

If you dialed in and have any difficulties during the call, press *0 for assistance.
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attendees at your location

A Click the SEND button beside the box

If you have purchased Strafford CLE processing services, you must confirm your
participation by completing and submitting an Official Record of Attendance (CLE
Form).
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additional information about CLE credit processing, go to our website or call us at
1-800-926-7926 ext. 35.
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Income Tax Considerations for
Trusts & Estates:
Avoiding the New Income Taxes

By Robert S. Barnett

CPA, JD, MS (TAXATION)

CAPELL BARNETT MATALON & SCHOENFELD LLP
ATTORNEYS AT LAW
(516) 9318100
rbarnett@cbmslaw.com



Department of the Treasury—Internal Revenue Service
1041 u.s.Income Tax Return for Estates and Trusts| 2012 OMB No. 1545-0092

» Information about Form 1041 and its separate instructions is at www.irs.gov/form1041.

A Check all that apply: For calendar year 2012 or fiscal year beginning , 2012, and ending , 20
[:] Decedent's estate Name of estate or trust (If a grantor type trust, see the instructions.) 1
[ simple trust
D Complex trust Name and title of fiduciary D Date entity created
[ Qualified disability trust
D ESBT (S portion only) Number, street, and room or suite no. (If a P.O. box, see the instructions.) E m?er:::ler‘v:s;éhzgl:cilZ:;ﬁcsarg;te-
D Grantor type trust box(es), see instructions.
[[] Bankruptcy estate-Ch. 7 [C] Described in sec. 4847(a)(1). Check here
[ Bankruptcy estate-Ch. 11 City or town, state, and ZIP code if not a private foundation . . .»[]
[] Pooled income fund [[] Described in sec. 4947(a)(2)
B ';'tl:;"c?‘zde('sgghedU‘es K-1 F gggl‘i::able [ initial return [C] Final return [] Amended return [] change in trust's name
instructions) » boxes: [] change in fiduciary [] cChange in fiduciary's name [C] change in fiduciary's address
G Check here if the estate or filing trust made a section 645 election . . o - - . >D
1 Interest income . .  ® O @ W oA G e W W BB B & % % om oW oW o @ W W 1
2a Total ordinary leldends : @ @ % S B A A B R W W ® & B W % s 2a
b AQualified dividends allocable to: (1) Benehclanes (2) Estate or trust
| 3 Business income or (loss). Attach Schedule C or C-EZ (Form 1040) v @ ® & & & W W 3
g 4 Capital gain or (loss). Attach Schedule D (Form 1041) . . . 5 4
g 5 Rents, royalties, partnerships, other estates and trusts, etc. At(ach Schedule E (Form 1040) . 5
==l G Farm income or (loss). Attach Schedule F (Form1040) . . . . . . . . . . . . . . 6
% Ordinary gain or (loss). Attach Form4797 . . . . . . . . . . . . . . . . . Y
8 Other income. List type and amount 8
9 Total income. Combine lines 1, 2a, and 3 through 8 g Ao B S e FF Ga 5 G e 9
10 Interest. Check if Form 4952 is attached » [] o B e o OB oE R BB OB OB o B 10
14} TFEAXEE ol o 12 e e se ey wmo e dEn der der AT ien fen e aw 0@ s M @ = = @ B i e o | D
12 Fiduciary fees . . e T AT R T T 12
13 Charitable deduction (from Schedule A Ime 7) A I A A R TN 13
g 14 Attorney, accountant, and return preparer fees . R R R R EEE 14
._9_ 15a Other deductions not subject to the 2% floor (attach schedule) S o o B B 3 % 15a
g b Allowable miscellaneous itemized deductions subject tothe 2% floor . . . . . . . . . 15b
2| 16 Add lines 10 through 15b . . . . 5 & g = = % 5 & B @ = el 16
ol 17 Adjusted total income or (loss). Subtrac\ line 16 from I|ne 9 g E I 17 ]
18 Income distribution deduction (from Schedule B, line 15). Attach Schedules K-1 (Form 1041) 18
19 Estate tax deduction including certain generation-skipping taxes (attach computation) . . . 19
20 Exemption . SRR R A o R E R E EE EE NN 20
21 Add lines 18 through 20 oS WEE. ABE. TR Nai SR K. M 5 4 TS 21
22 Taxable income. Subtract line 21 from line 17. If a loss see instructions . . . . . . 22
23 Total tax (from Schedule G, line7) . . . . B . % 5 loe e W U8y % 23
- 24 Payments: a 2012 estimated tax payments and amoum applled from 201 1 return Wi 3 24a
=] b Estimated tax payments allocated to beneficiaries (from Form 1041-T) i A B G W @Y 6 24b
g c Subtract line 24b from line 24a & A R T SN N e Na B S W @ B G N S 24c
= d Tax paid with Form 7004 (see |nstruchons) s 6. W G e e ieW TS ¥ 24d
o e Federal income tax withheld. If any is from Form(s) 1099 check > D e re B up He e ozen 5@ 24e
2 Other payments: f Form 2439 ; gForm 4136 ; Total > |24h
: 25 Total payments. Add lines 24c through 24e,and24h . . . . . . . . . . . . .» 25
I‘—‘ 26 Estimated tax penalty (see instructions) . . - 5 & o % W 8 ) e ey Sen e 26
27 Tax due. If line 25 is smaller than the total of Ilnes 23 and 26, enter amountowed . . . 27
28 Overpayment. If line 25 is larger than the total of lines 23 and 26, enter amount overpaid 28
29 Amount of line 28 to be: a Credited to 2013 estimated tax P : b Refunded p 29
Under penalties of perjury, | declare that | have examined this return, including accompanying schedules and statements, and to the best of my knowledge and

sign belief, it is true, correct, and complete. Declaration of preparer (other than taxpayer) is based on all information of which prep:

has any kno

May the IRS disc this return

Here| ), [ > | e e |

Signature of fiduciary or officer representing fiduciary Date EIN of fiduciary if a financial institution @esinstr)?” [ JYes flWo

- Print/Type preparer's name Preparer's signat D
Paid ype prep =1 ignature ate Check [ if PTIN
Preparer self-employed
Use Only Firm’s name > I Firm's EIN >
Firm's address » l Phone no.

For Paperwork Reduction Act Notice, see the separate instructions. Cat. No. 11370H Form 1041 (z012)



INCOME TAX RATES

RATE Lb/ ha9 bht
Married Filing Individual Head of Married Filing
Separately Household Jointly

10% $8,925 $8,925 $12,750 $17,850

15% $36,250 $36,250 $48,600 $72,500

25% $73,200 $87,850 $125,450 $146,500

28% $111,525 $183,250  $203,150 $223,050

33% $199,175 $398,350  $398,350 $398,350

35% $225,000 $400,000  $425,000  $450,000

39.6%  Over Over Over Over
$225,000 $400,000  $425,000 $450,000



ESTATE & TRUST INCOME TAX RA

A Income Tax & Capital Gai®9.6% and 20% rates apply when
trust taxable incomeover$11,950

A Medicare 3.8%surtax onlesserof (i) undistributed net
iInvestment income; or (i) excessAGlover $11,950

=43.4%income tax rate oR3.8%capital gain tax rate

2013ESTATE & TRUBICOME TAX RATES

Taxabld y O2 Y S Income Tax Rate Capital Gain Rate

Not over $2,450 15% 0%

$2,450- $5,700 25% 15%
$5,700- $8,750 28% 15%
$8,750- $11,950 33% 15%

Over $11,950 39.6% (+ 3.8% diax) 20% (+ 3.8% stax)



§1411 MEDICARE SURTAX:
TRUSTS/ESTATES

3.8% surtax on thkesserof:
AUndistributed net investment income OR
AExcess, if any, of

I AGI (as defined in 67(e)) over

I Dollar amount which the highest tax
bracket in section 1(e) begi(2013-
$11,950)



NET INVESTMENT INCOME

A Gross income from interest, dividends, annuities
royalties, and rents, other than from an ordinary
trade or business:

A Gross income from passive activity or
trade/business involving trading in financial
Instruments/commodities; and

A Net gain from disposition of propertgther than
property held in trade or business

I Includesgain frompassive activityor trade/business
iInvolvingtradingin financial instruments/commodities

A Less allocable deductions



INDIVIDUALS VS. TRUSTS/ESTA

A Surtax applies to Trust/Estates on
amounts ovei$11,950

Alndividualsc threshold amount varies
| Taxpayer filing joint retura$250,000
I Married filing separately $125,000
i All other cases$200,000

A Greater exposure for trust/estate



INDIVIDUALS VS. TRUSTS/ESTA

ATrust/Estate surtax onndistributed net
Investment income

ADistributionsto beneficiaries may avoid
surtax at trust/estate level

ATax spread over many beneficiaries vs. tax
trust/estate

AGoverning instrument must allow for
distributions



FIDUCIARY ACCOUNTING
INCOME (FAI)

ADifferent fromtaxable income

Alncome the settlor intended the
Income beneficiary to receive

AGoverning instrumen® local
law control allocations




NYEPTL1-A-1.2: INCOME & PRINCIP/

AState Law defers to governing instrumel

APrincipal: Property held for remainder B
I Includescapital gain

Alncome: Return from principal assets
I Rent from property (Sch. E)
I Interest

I Corporate distributiong classification varies

|

|

I Extraordinary distributiong Principal
I Business income (Sch. C)



HYPOTHETICAL

Trust realizes $11,950 of dividends anc
$60,000 of capital gain
ATraditional trust income taxation:
i $11,950: Income taxed to B
I $60,000: Capital Gain taxed to Trust
A NHza G Q& L$y4maoMdsroxt | E
AALTERNATIVELY, if all is taxed to B and B
no other income:
A. (ritomeTax=$3,855



PLANNING OPPORTUNIT

Potentialsignificantsavingdgf shift income
tax burden from trust to beneficiary

Avoid condensed trust income tax bracke
COAEATS CSYSTFAOALF NS
Avoid3.8%Medicare surtax



REDUCE TAX BURDEN:
BeneficiaryLevel Taxation

Alnclude capital gain iDistributable
Net Incomec Treas. Reg. 1.643(3)

Aln Kind Distributiort IRC8 643(e)(3)
A65 Day electiorr IRCE 663(b)



DISTRIBUTABLE NET INCOME

AGoverns allocatiorof trust taxable
Income between trust and beneficiarie

Al AYAU& UGNXza G Qa RA
ALimits beneficiarylevel taxation even
If a greater amount Is distributed

ADetermines characteand amount of
distribution



CALCULATING DNI

"AXABLE INCOMmBodifled as follows:

A No C

eduction for distribution

A No ©

eduction for personal exemptions

A Generally exclude capital gains

A Generally exclude capital losses

A Simple trusts: Exclude extraordinary dividends
and taxable stock dividends allocated to corpus

and

not distributed

A Include taxexempt interest paid on state and
local bonds, reduced by allocable disbursemen



DNI EXAMPLE 1

Complex Trustincome distributionrequired

A Interest $7,500
A Dividend $14,500
A Capital Gains $5,000
A AdminExpenses $5,000

A Distributions $27.000



DNI EXAMPLE 1 (cont.)

A Total Income 27,000
A Expenses -5,000
A Distribution Deduction* -17,000
A Exemption -300
A Taxable Income 4,700

* Limited to DNI



DNI& NI

A3.8% surtax imposed amdistributed
net investment incomeNl|)

AReduce trust taxedistribute NI|



DNI& NII
AAllocateDNIdistributions
EXAMPLE
ADNt $50,000 interest & dividends
ADistribution: $10,000, or 20%
ADistributedNII= $10,00Q20% of $50,000)
AUndistributedNI1= $40,000



e ¢

WHAT IS INCLUDEDNN
BUT NOT I[NNI

NIVO 1V1IdVO -d3aMSNV



CAPITAL GAINS

AAllocated to principal

AGenerallyexcludedfrom DNI

ATaxed to trust (capital gain rateM)

ATreas. Reg. 1.643(8) Capital gain
iIncludedin DNIIf fiduciary utilize®ne
of two prerequisitesandone of three

methods
I Result:Beneficiarylevel taxation




TWO PREREQUISITES

Inclusion Is pursuant to

A (1) Governing instrumerandlocal law;
OR

A(2) Reasonable and impartial exercise of
discretion by the fiduciary (#&ccordance
with a power granted to the fiduciary by
local law or by governing instrumeirt
not prohibited by local layv




THREE METHODS

A (1) Allocated to income (unitrust exception);

A (2) Allocated to corpus but treated
consistentyd0 & G KS FARdzOA I N
books, records, and tax returns as part of a
distribution; or

A (3) Allocated to corpus, buatctually
distributed or utilized by the fiduciary In
determining the amount that is distributed or
required to be distributed




GOVERNING INSTRUMENT

AAllocation according to trust terms?
ADiscretion and power to:
| Distribute trust principal

I Allocate receipts and disbursements
between income and principal

I Include capital gains in iIncome
Alf silent, must rely on local law



NY PRINCIPAL & INCOME £
EPTL 1A

AEffective 2001; replacedPTI11-2.1

AAllocates receipts and disbursements
between income and principal

ADuty ofimpartially between income
and principal beneficiaries

ACoordinates witHPrudent Investor Act



NY PRUDENT INVESTOR /
EPTL 1.3

AGoverns investment and management of
trust property

AdOverallA Yy S a0 YSYd &ui N
A Facilitatesnvestingfor total return

Ad { O I bfRdNIE not outcomeor
performance

A*Discretionarypower to adjust



POWER TO ADJUST

ATransfer between income and principa

ATo administer trustmpartially, fairly,
and reasonablyamong all beneficiaries

ATrust must allow income distributions



POWER TO ADJUST

AConsider all relevant factors

| EXpected tax consequences
i. SYSTAOAFNARASAQ O
| Asset type



POWER TO ADJUST

AProhibited in certain circumstances
iwSRdzOS& 4&alLJ2dzasSQa A
deduction)
| Trustee Is beneficiary

| Affects amounts devoted to charity



DNI & CAP GAINS METHOD 1
(INCOME)

AYEAR 1: Trust earns $60,000 of capit:
gain; Trustee wishes to include in DNI

ALook to governing instrument

Alf silent, reviewdiscretionand powers

I E.g.: Income to B; discretion to distribute
principal (standard provision)

ALook to local law



DNI & CAP GAINS METHOD 1
(INCOME)

ALocal lawgrantspower to adjustto
transfer between principal and income
AT considers relevant factors
iLYO2YS 39 NBYI AYRSNJ
trust assets, economic conditions,
anticipated tax conseguences, etc.

AT allocates capital gain to income
ASufficient?



DNI & CAP GAINS METHOD 2
(CONSISTENCY)

AGoverning instruments silent as to
allocation of capital gain

AGrantsdiscretionto distribute
principal

AGrantsdiscretionto include capital
gain In distribution



DNI & CAP GAINS METHOD 2
(CONSISTENCY)

AYEAR 1: T intends to folleegular practice
of treating discretionary distributions of
principal as paid first from capital gain

A Evidence this bincludingcapital gain in
S5bL 2y ¢NMzZA (G QA wMnnwm

AFUTURE: Must treatall discretionary

distributions as being made first from any
realized capital gain



DNI & CAP GAINS METHOD 3A
(ACTUALLY DISTRIBUTED)

ATrust contains stock of Corp M

AGoverning instrument At age 35,
distribute onehalf of principal

AAt 35, T sells onbalf of stock

AT actually distributesthe proceeds and
attributable capital gain



DNI & CAP GAINS METHOD 3B
(UTILIZED)

ATrust contains Blackacre and other
property

AGoverning instrument After 10 years
sell Blackacre and distribute proceeds

AT uses sale proceeds (which includes
any realized capital gain) ttetermine
amount required to be distributed



IRCBcnooSU d&Lb YLDSE

AB reports capital gain on sale of appreciate
property received from trust/estate

i. Q3 ol &AaY-overSrEMVS NI 2 F
I Avoids trustlevel taxation
I Does not apply to specific bequests

AGoverning instrument should expressly
grantdiscretion to distribute in kind

A Avoid IRG 643(e)(3) election



IRCS 643(e)(3) ELECTION

At N2 LISNIIé UNBFGSR |
ATrust/estate pays tax

AB receives property, basis = FMV

ANew holding period

ACan only revoke with IRS consent



BEST PRACTICE

AClearly describ& SU G f 2 NQ&a A
AExpresshgrant fiduciarydiscretionto:
| Distribute principal

| Allocate receipts and disbursements
between income and principal

I Include capital gains in income

| Distribute in cash or in kind, or partly
In cash and partly in kind



65 DAY ELECTIQMNRCS 663(b)

A Distributions paid/credited withirfirst 65 days
of any taxable year of estate or trust treated as
paid on last day of previous year

A Cannot exceed: 1) Entity's accounting income f
year of election or 2) DNI

AMUST ELEGP. 2, Other information, Line 6)

A Electionirrevocableonce period for filing return
expires (including extensions)



PLR 201115004

ATrust was granted aextensionto
file IRC8 663(b) election

ATaxpayer acted reasonably and ir
good faith



PASSIVE ACTIVITY LOSSES



PASSIVE ACTIVITY LOSSES

A Any activity involving a trade or business
A Taxpayer doeBlOT MATERIALLY PARTICIPATE

A Material Participationt REGULAR, CONTINUOL
and SUBSTANTIAL

A7 Testx; Treas. RegA\ 1.4695T
A More than500 HOURS favorite
A Limited partner has only 3 methods



DNI & PASSIVE LOSSES

A Beneficiary income is limited to DNI

A Trustee/executor allocates deductions against
Income classes

A Typically, beneficiary cannot deduct estate/trust
losses

A Generally, excess deductions and losses pass
through in final year



DNI & PASSIVE LOSSES

ADisallowed passive losses not
iIncluded in DNI

ADisallowed passive losses not
allocated to other income classe



ESTATE AND TRUST DISTRIBUTIONS
AB4B9(N(12xa LT Fyeé Ay (iSNBa
activity i1s distributed by an estate or trust

(A)the basisof such interest immediately before
such distributiorshall be increasedy the

amount of any passive activity losses allocable
to such interest, and

(B)Such losseshallnot be allowable as a
deductionF2 NJ I yé GOl EFo0ofS &

Consider salegain will free suspended losses




ACTIVE PARTICIPATION (REAL EST

A $25,000 deduction if:
| Taxpayer (natural person) actively participate

| Estateends lessthan & S| NB | F4
D actively participated

AReduced by amount claimed by surviving spouse
A Income phaseut limits
A After 2 years, rental real estate becomes passiv



MATERIAL PARTICIPATION

AReg. 1.46%T does not provide
guidance for Trusts and Estates

AControversy exists



CONTROVERSY

AMattie K. Carter Trust: Participatior
measured by activities afll who
O2Y RdzOU 0dza Ay Sa:
1 256 F. Supp.2d 536



CONTROVERSY

AIRS disagrees

ATAM 200733023: Estate/Trust
participation measured by activities
of filduciaries

AFiduciary must participate on regula
continuous, and substantial basis



A
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Investing Strategies

Michael Weissman, CFP®, CIMA®

Director - Investment Advisory, Principal
mweissman@aspiriant.com
212.823.3520

Achieve more.




Agenda

A Principles of Investing
A Investing Strategies

A
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Principles of Investing

A Time horizon

A Asset allocation

A Risk tolerance

A Dangers of market timing

A

ASPIRIANT



Reduction of Risk Over Time
19261 2012

Small stocks Large stocks Government bonds Treasury bills

annual refurn:

60 1-year 5-year 20-year 1-year 5-year 20-year 1-year 5-year 20-year 1-year 5-year 20-year
Holding period

Past performance is no guarantee of future results. Each bar shows the range of compound annual returns for each asset class over the period
1926i 2012. This is for illustrative purposes only and not indicative of any investment. An investment cannot be made directly in an index. © 2013

Morningstar. All Rights Reserved. 3/1/2013




Stocks and Bonds: Risk Versus Return
19701 2012

12% Return

Maximum risk portfolio:
100% Stocks

80% Stocks,
20% Bonds

60% Stocks,
.................................................. A0% Bonds s
50% Stocks,
50% Bonds

Minimum risk portfolio:
30% Stocks, 70% Bonds

100% Bonds

10% Risk 11 12 13 14 15 16 17 18 19

Past performance is no guarantee of future results. Risk and return are measured by standard deviation and arithmetic mean, respectively. This is
for illustrative purposes only and not indicative of any investment. An investment cannot be made directly in an index. © 2013 Morningstar. All Rights

Reserved. 3/1/2013




Ibbotson® SBBI®
Stocks, Bonds, Bills, and Inflation 192671 2012

$18,365
$10,000
$3,533
Compound annual return
------- i“o..o.a.-“.-“.-”"”" %mall StOCkS 11.9% 00000 erreeetieteteeteeettesteeseeseeeenesesnsesesses ®ecscscssscssssssssssnne 8000000 0000000000000000000000000000000OCOCIIOIOIOIOIOIOIOIOIOIOIGOIEOIOIEOIEOES
ALarge stocks 9.8
AGovernment bonds 5.7
ATreasury bills 3.5

Ainflation 3.0 $123
100

010 | N U I T N R N I I I Y U A A Y O A A N I Y O A T I A N Y I I I U T OO A T O I I T I I I A I I Y T I Y N I A A I N A N A I A B B |

1926 1936 1946 1956 1966 1976 1986 1996 2006

Past performance is no guarantee of future results. Hypothetical value of $1 invested at the beginning of 1926. Assumes reinvestment of income
and no transaction costs or taxes. This is for illustrative purposes only and not indicative of any investment. An investment cannot be made directly in

an index. © 2013 Morningstar. All Rights Reserved. 3/1/2013




Ibbotson® SBBI® After Taxes
19261 2012

$1,000 $712.03
Compound annual return
Astocks 7.8%
AGovernment bonds 3.7
............................ Ainflation 3.0 detrereiieinanessensenothersnressersnrossesserdbocssenvososservesosso e Meessesossorvessrsaboesorsorvesossonsssosshonssossoavescesearessessaressens
100 :
ATreasury bills 2.2
$23.01
$12.81
10 $6.66

1926 1936 1946 1956 1966 1976 1986 1996 2006

Past performance is no guarantee of future results. Hypothetical value of $1 invested at the beginning of 1926, with taxes paid monthly. No capital
gains taxes are assumed for municipal bonds. This is for illustrative purposes only and not indicative of any investment. An investment cannot be made

directly in an index. Assumes reinvestment of income and no transaction costs. © 2013 Morningstar. All Rights Reserved. 3/1/2013




Ibbotson® SBBI® After Taxes and Inflation
19261 2012

$100
Compound annual return $55.59
Astocks 4.7%
AGovernment bonds 0.7
ATreasury bills 10.7
10
‘ (" Y
V ml ___ n‘..' | A
1
- YT 5052
010 trr1rrrrrr o rrrrrrrrr o rrrrrrrrro ot rrrrr

1926 1936 1946 1956 1966 1976 1986 1996 2006

Past performance is no guarantee of future results. Hypothetical value of $1 invested at the beginning of 1926, with taxes paid monthly. No capital
gains taxes are assumed for municipal bonds. Assumes reinvestment of income and no transaction costs. This is for illustrative purposes only and not

indicative of any investment. An investment cannot be made directly in an index. © 2013 Morningstar. All Rights Reserved. 3/1/2013




The Cost of Market Timing
Risk of missing the best days in the market 19931 2012

Invested for all 10 best days missed 20 best days missed 30 best days missed 40 best days missed 50 best days missed
5,040 trading days

Daily returns for all 5,040 trading days

1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Past performance is no guarantee of future results. This is for illustrative purposes only and not indicative of any investment. An investment cannot
be made directly in an index. © 2013 Morningstar. All Rights Reserved. 3/1/2013




Importance of Rebalancing
19921 2012

Astock allocation
ABond allocation

0 Year End
1992 1997 2002 2007 2012

Past performance is no guarantee of future results. Stocks: 50% large and 50% small stocks. Bonds: intermediate-term government bonds. This is
for illustrative purposes only and not indicative of any investment. An investment cannot be made directly in an index. © 2013 Morningstar. All Rights

Reserved. 3/1/2013




Investing Strategies

Establishing an investment policy statement
Maximizing after tax returns

Understanding fees and expenses

Portfolio monitoring

o To Do To I

Forward looking decision making

A

ASPIRIANT



Establishing an Investment Policy Statement

A Road map

A Risk profile

A Expected return

A Asset allocation targets and ranges

A

ASPIRIANT



Basic Asset Allocation I 40% Fixed Income

Fixed
Income
40%

A

ASPIRIANT



Stocks, Commodities, REITs, and Gold
19801 2012

Compound annual return

AREITS 12.4%

Au.s. stocks 11.2 $46.69
Ainternational stocks 9.6

Acommodities 7.0 $33.26

Past performance is no guarantee of future results. Hypothetical value of $1 invested at the beginning of 1980. Assumes reinvestment of income
and no transaction costs or taxes. This is for illustrative purposes only and not indicative of any investment. An investment cannot be made directly in

an index. © 2013 Morningstar. All Rights Reserved. 3/1/2013




Diversified Asset Allocation - 40% Fixed Income

Alternatives
5%

Real Assets

Domestic Large Cap
Equity
14% Domestic Small Cap Equity

1]
Commodities 6%

3%

Int’l Large Cap Equity
9%

Int’'l Small Cap Equity
) 3%
Emerging
Markets Equity
8%
Fixed Income
34%

A

ASPIRIANT



Asset Class Information

Capital Market Expectation 10 Year Historical Performance(June 2013)
Expected Return Volatili Actual Return Actual Volatility
US Large Cap 8.58 16.0| S&P 500 7.3 14.6
Intl Large Cap 9.16 18.4|MSCI| EAFE 7.7 18.2
Us Small Cap Q.77 21.0]Russell 2000 9.5 19.7
Intl Small Cap 9.60 20.2|MSCl EAFE Small 10.4 20.0
Emerging Mkts 11.01 24 1|MSCIl Emerging Markets 13.7 24.0
Short Taxable 0.82 1.5|Barclays 1-3y CormpGowvt 3.0 1.4
CoreTaxable 2.57 3.8|BarclaysUS Agg 4.5 3.6
High Yield 6.73 11.2|Barclays High Yield 8.9 10.5
Bank Loans 4.76 7.9|CrSuisse Leveraged Loan 52 7.5
REITS 8.00 22.2|DJ Wilshire REIT 10.8 26.8
Commodities 8.05 27.1|8&P GSCI 1.4 241
MLPs 10.26 20.0)Alerian MLP 16.3 16.6
Hedge Funds 5.78 4.6|HFRI fund of funds 3.4 5.6

Expected Asset Class Correlations

4 & 6 7 8

1. US Large Cap 100%

2. Intl Large Cap 88% 100%

3. US Small Cap 89% 81% 100%

4. Intl Small Cap 79% 93% 78% 100%

5. Emerging Mkts 81% 88% 78% 86% 100%

6. Short Taxable -24% -14% -28% -10% -13% 100%

7. CoreTaxable 8% 2% -11% 8% 0% 83% 100%

8. High Yield 66% 67% 66% 70% 70% 3% 17% 100% ﬁ
9. Bank Loans 48% 52% 49% 57% 52% -8% -2% 79% 100%

10. REITS 62% 62% 70% 61% 52% -1% 13% 62% 51% 100%

11. Commodities 29% 42% 27% 45% 41% -7% -1% 27% 40% 18% 100%

12. MLPs 41% 44% 42% 47% 45% 7% 0% 59% 53% 32% 26% 100%
13. Hedge Funds 64% 75% 63% 80% 80% -7% 1% 63% 61% 38% 53% 54% 100%

Capital Market Expectations are as of July 2011 and are subjected to change. Projected returns include reinvestment of dividends and interest.

These returns have not been adjusted for Aspiriant fees or manager fees.
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Maximizing After - Tax Returns

Before -tax

Tax-aware

aditional after -tax

Return

Risk

A
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Maximizing After - Tax Returns

A Municipal vs. taxable bonds

A Capital gains
I Short -term vs. long -term holding period
I Capital gain distributions
I Tax aware investment management

A Tax loss harvesting
A Asset location

A
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Understanding Fees and Expenses

A Mutual funds, ETFs, ETNs, SMA all have expenses
A Only pay fees that add value

A Maximize returns

A Minimize risk
A Investment advisory fees

A
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Portfolio Monitoring

A Rebalancing (buy low, sell high)
A Tax loss harvesting

A Evaluating manager performance with benchmarks and peer
group data

A Revisiting capital market expectations

A
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Forward Looking Investment Decisions

A 2013 asset class winners and losers will change
I Hot: Large Cap US Equity, Small Cap US Equity
I Cold: Emerging Market Equity, Municipal Bonds
A Mutual Funds
I Fund return vs. investor return
A Forward looking expectations for returns
I Public Equity, Real Assets T 8to 10%
I Fixed Income T 3%
I Expected return of 6% for 50/50 Portfolio
A Economic and Market Outlook

A
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A
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Achieve more.




