Trust &
Investment

Services
for you
and your family




Do you have
a plan for
managing
your wealth?

Are you satisfied
with it?

he quality of the plan that you've developed

will have a lasting impact on your financial
security and peace of mind and that of your family.
It's not something that you can handle alone.In the
increasingly unpredictable world in which we live,
your wealth management plan needs the steady,
stabilizing influence of a corporate fiduciary, such
as us.

What is a “corporate fiduciary”? That's the legal
term covering our services as trustee and during
estate settlement.What can a corporate fiduciary
do that other investment advisors can't? That's
the purpose of this guide, to introduce you to our
services and the ways in which you and your family
may benefit from them.Don't expect any of these
services to be exactly right for you, because these
are necessarily general summaries.Your trust-based
financial plan will need to be tailored to your fam-
ily’s unique needs and objectives.

Please call upon us at your earliest convenience
to learn more.
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HOW TO AVOID EMOTIONAL INVESTING

Financial markets are volatile and, certainly for
short periods, unpredictable. Within that volatil-
ity lies the potential for superior performance, as
well as the risk of loss when mistakes are made.
Investors sometimes have a way of letting their
emotions get the better of them, which can lead
to disappointment.

The foundation of all of our services is invest-
ment planning, an emotion-free process for po-
sitioning a portfolio for success in a variety of fi-
nancial and economic environments. Asset prices
do not move up or down in lockstep. When stocks
rise, bonds may fall. Or at other times, bonds also
may rise when stocks do.The movements of each
asset class can be correlated mathematically to
the movements of the other classes. Portfolio
optimization involves the application of these
relationships to the investor’s holdings.

An asset allocation plan builds from these
measurements.To oversimplify, there are
three steps:

« Determine the expected return from each
asset category—stocks, bonds, and cash.
Expected returns and correlations may be
determined for subcategories as well—small
company stocks, corporate bonds, intermedi-
ate maturities, and so on.

+  Decide which combination of these asset
classes offers the best return for a given level
of acceptable risk.

+ Given target allocations, select investments
within each class for the portfolio.

We begin developing your asset allocation
plan by listening. We need to understand your
objectives for your account, your income require-
ments and tax status, your time frames, and your
attitude toward risk.

What to look for
in your trustee

Benefit: Trusted
advice from a qualified
professional

Perhaps the single most

important factor in the ultimate success of a trust-
based wealth management plan is the choice of
fiduciary. A wide range of capabilities is required for
the effective discharge of a trustee’s responsibilities.
By law, and subject to the specific terms of the trust
document, the trustee may have remarkable power
over the fate of the family fortune.Trust creators
need to have confidence that such power will be
exercised wisely.

There are many important, built-in benefits to

choosing a corporate fiduciary, such as us, as your
trustee. For example:

We treat estate and trust administration as a
full-time job.

We have facilities and systems for asset
management that individuals lack.

Trust funds in our care are doubly protected,
both by internal audits and regulatory oversight
by state or federal officials.

We have an unlimited life, while an individual
may die, become incompetent, or just disappear.
We bring long experience and group judgment
to the job of investment management.

We will treat beneficiaries impartially,and most
beneficiaries will appreciate that.

We can withstand pressure when a wayward
beneficiary asks to bend the terms of a trust,
while an individual trustee might give in to
requests for“more.”



A PARTIAL CHECKLIST OF FIDUCIARY DUTIES

How do the investment responsibilities of trustees
differ from those who are not considered “fiducia-
ries” under the law? The American College of Trust
and Estate Counsel, a professional organization of
lawyers dedicated to improving probate and trust
practices, created “What It Means to Be a Trustee: A
Guide for Clients.” The Guide notes that the follow-
ing obligations are imposed upon the trustees of
most trusts:

+ Duty of skill and care.

+ Duty to give notices.

+ Duty to furnish information and to communicate.
+ Duty to account.

+ Duty not to delegate.

+ Duty of loyalty.

+ Duty to avoid conflict of interest.

+ Duty of impartiality.

+ Duty to invest.

+ Duty of confidentiality.

Investment Management Account

Benefit: Full-time supervision of your portfolio

When you open an Investment Management
Account with us, we draw upon our sources of
research and analysis to manage your money.In a
sense, we become your institutional investor, which
helps to avoid the pitfalls of reactive, emotional
investing.

The buy and sell decisions that we make for your
account—or if you prefer, the recommendations
submitted for your approval—represent our inde-
pendent judgment of the best course of action for
your portfolio, given your objectives, risk tolerance
and the market outlook.

To open an account, you sign a simple agreement

designating us as your agent and deliver the assets
that you wish us to manage.You continue to own
your securities,and you may add or withdraw funds or
terminate your account at any time.

Living Trust

Benefits: Now and future management for
family funds, continuous financial protection,
probate avoidance

Similar in its immediate benefits to an Investment
Management Account, a revocable living trust offers
added long-range planning advantages.

Because we act as your trustee rather than merely
as your agent, you may arrange to have us take on
broad responsibilities for managing your financial af-
fairs. From a practical standpoint, each trust client has
just as much investment control as he or she wishes.
Typically, we provide professional management or
investment guidance tailored to each client’s needs
and preferences. Some of our clients start off by man-
aging their trust investments themselves, reserving
the right to delegate investment responsibility to us
in the future.

Our role is clear.We follow the client’s instructions,
as set forth in the written trust agreement, consistent
with all applicable laws and fiduciary duties.There is
no doubt that the client stays in control. Any client
who becomes dissatisfied with our service is free to
terminate the trust or change trustees.

Beyond control over the trust, our clients gain bet-
ter control over their lives, a type of control that only a
trust affords.

In case of incapacity. No one can escape the risk
of an incapacitating illness or injury.When that occurs,
others necessarily must take control of your finances.
A living trust can allow the trustee to act on your
behalf. The trust agreement can spell out the ground
rules, how you want things handled. Without a trust,
it's the Probate Court that decides who takes over in
the event of incapacity. And then the ground rules are
set forth in the law.

Financial privacy. Revocable living trusts make a



highly adaptable framework for long-range family
security planning. Any trust provisions that might
be made for your family by your will can be made
through a living trust. However, unlike a will, a living
trust agreement normally does not go on public re-
cord at a person’s death. Family privacy is preserved.

QUICK COMPARISON

Which of our two money-management services is
better for you? The answer depends on whether you
simply want current investment
supervision or seek long-term
family protection as well.

INVESTMENT
MANAGEMENT LIVING
ACCOUNT  TRUST

Professional, full-time supervision

for your invested funds ME 2

We act on your behalf or submit
recommendations for your YES YES
approval, as you prefer

Collection of income,

recordkeeping and periodic reports YES YES

Freedom to change your

instructions or cancel the service YES YES

Lifetime protection, making it

possible for us to use income and

principal for your benefit, pay bills, NO YES
and attend to other financial mat-

ters in the event of your incapacity

Continuity of service for the benefit
of others following your death, NO YES
without “probate” delays

Reduction in expenses relating

to settlement of your estate MO =
Opportunity to save estate
taxes at death of surviving NO VES

spouse or other beneficiaries
you have named

Special Needs
Trusts

Benefit: Lifetime
supplement for some-
one with a disability

Parents and grandpar-

ents of a child with a lifelong disability, such as au-
tism, have a special estate planning challenge.On
the one hand, they want to provide the financial
support that the child never may be able to pro-
vide for himself or herself. On the other hand, they
want to protect the child’s eligibility for the full
range of government support programs, including
health care.

Distributing assets outright to a special needs
person is likely to result in a disqualification for
government benefits. Completely disinheriting
the child is not a good idea, because government
benefits alone may not be enough. Giving prop-
erty to other family members with the “under-
standing”that it will be used for the benefit of the
special needs person may work for some families,
but there are risks. For example, such assets will
be vulnerable to creditors, including potential ex-
spouses should there be a divorce.

The better course, for many families, is to
establish a“third-party” special needs trust. A “first-
party” special needs trust is one established for
oneself, with one’s own assets. The assets of first-
party trusts must be used to repay state Medicaid
agencies that have paid for medical services.No
such requirement applies to third-party trusts that
are created for others.

This is a complicated area of law, and the rules
vary from state to state, so the advice of a lawyer
well-versed in special needs trusts will be essential.

When special needs trusts are administered by
a corporate trustee, such as us, the assets receive
professional management and the beneficiary
receives continuous financial protection.



ORDINARY TRUSTS AND THEIR UNCOMMON BENEFITS

No two trusts are exactly alike. Here are representative samples of what can be achieved with a trust.

Type of trust or

Beneficiary —

Marital
deduction trust

Qualified
Your spouse domestic trust

Qualified
terminable
interest property
trust (QTIP trust)

Your family
Special needs
trust
Grantor retained
annuity trust
(GRAT)
Your favorite
charity, plus Charitable
yourself and/or remainder trust

family members

Tax benefits?

Full estate tax
deferral in
most cases

Full estate
tax deferral

Full estate
tax deferral

Income and
estate tax
savings

Income, gift
and estate
tax deductions

Other benefits

Spouse receives all trust income at least annually,
may direct ultimate distribution of trust assets.

Spouse must receive all trust income.

Especially appropriate for“blended families.”
Children’s interests normally can't be changed by spouse.

May provide for enhanced quality of life while
permitting continued government benefits.

Grantor’s retained interest reduces gift tax exposure.
Assets may be removed from estate taxation.

Income interest may be a percentage
of the trust’s value or a fixed dollar amount.




IRA Rollovers

Benefit: Tax deferral and careful management of
retirement capital

If you will be receiving a lump sum distribution from
a 401(k) plan or other employer-provided qualified re-
tirement plan, you have some important tax planning
ahead.You can defer income taxes, often for many
years or even decades, by rolling the lump sum into
an IRA. Most retirees will find an IRA rollover to be to
their financial advantage. Should you decide to take
this approach, arrange for a trustee-to-trustee transfer
to avoid the 20% withholding tax that otherwise ap-
plies to lump sum distributions.

Roth IRAs. Another important consideration is the
conversion of an IRA to a Roth IRA.Ordinary income
tax will have to be paid on the amount converted, but
subsequent investment income may be free of further
taxation.What's more, there are no required minimum
distributions for Roth IRA account owners, in contrast
to ordinary IRAs.

Trust Protection for
a Surviving Spouse

Benefit: Lifetime income,
free from investment
management concerns

A trust for your spouse,
if you're married, can
provide reliable financial
support if he or she survives you.With a trust, pro-
fessional investment management is built right in,
an important consideration if the beneficiary lacks
investment expertise. Generally speaking, there are
three approaches to be considered.

Traditional marital trust. To qualify for the federal
estate tax marital deduction, a trust must pay all of its
income to the surviving spouse at least annually. With
the traditional marital deduction trust, the spouse
also has the power to alter the ultimate disposition of

trust assets, typically through specific instructions
provided in his or her will.

Qualified Terminable Interest Property Trust (QTIP
trust). However, the spousal power to direct the
trust assets isn't mandatory for the marital deduc-
tion. For example, in a second marriage situation,

a QTIP trust might pay its income to the surviving
spouse for life and its principal to children from the
first marriage at the spouse’s death.

Qualified Domestic Trust (QDOT). When the
surviving spouse is not a U.S. citizen, this special
form of trust must be used to secure the marital
deduction. A QDOT pays all its income to the surviv-
ing spouse, and may in certain circumstances be
subject to U.S. transfer taxes before the death of the
surviving spouse.

Business Succession Planning

Benefit: Keeping a family business
in the family

Questions about succession planning will come up
quite naturally when business owners are doing
their estate and retirement planning.When key
employees need to be retained, ownership and
succession matters are again likely to be put on the
table. Among the early questions to be addressed:
« Who will be available to succeed to manage-
ment? Do they already have the necessary skills
and training?
+ What will be the cash flow needs of the business
at the founder’s death? What impact will
the founder’s death have on the value of
the business?

* What will be the cash flow needs of the found-
er's estate at his or her death? How will those
needs be met?

« What role will nonfamily members play in the
succession?

A trust can be a particularly useful mechanism
for providing ownership across several genera-
tions.The trust may hold investment assets as well
as the business interests. A corporate trustee can



handle trust administration, providing custodianship
and investment management, as well as fiduciary
supervision of the trust. When some family members
participate in the business and others do not, a trust
may provide a mechanism for balancing interests
and addressing conflicts without rancor or bias.

EXPANDED PROTECTION FROM
THE FEDERAL ESTATE TAX

Beginning in 2018, the amount exempt from
the federal estate tax doubled, and inflation
indexing was preserved.In 2020, the exemption
is $11.58 million per person, $23.16 million for
married couples over two deaths (assuming
that they both die in 2020). An important rea-
son for reducing the burden of this tax was to
make it easier to keep a family business in the
family, making the necessity of a forced sale at
a sacrifice price less likely. This enlarged exemp-
tion is scheduled for reduction in 2026.

As the estate tax strictures are loosened,
families also have more freedom and flexibility
in their estate planning. No longer will wills and
trusts need certain clauses “for tax reasons.”
However, the new freedom from “death taxes”
will not make estate planning any less impor-
tant. Everyone needs to have a will to see to it
that their property is used as they wish
after death.

Asset protection
for your
grandchildren

Benefit: Provide benefi-

ciaries with more than a
simple bequest

An inheritance might need protection from any
number of dangers. Simple financial immaturity
and lack of investment experience, for example.The
temptations of luxurious living. Addictions.

Attacks by scam artists. Well-intentioned but poorly
planned business ventures. Claims by creditors,
notably ex-spouses.

An inheritance in trust provides a barrier to
financial misjudgment, even as it delivers profes-
sional investment management of assets. The trust
principal may be distributed to the beneficiary over
time on a planned schedule (so much at age 25,
age 35,age 45 and so on) or upon the occurrence
of specified events (completion of education, mar-
riage or the beginning of a professional practice,
for example). Or these distribution decisions can
be left to the discretion of the trustee. A trust may
transform an inheritance into a lifetime resource for
financial security.

Here are examples of trusts that protect an
inheritance.

Gifts-to-minors trust. For children who are mi-
nors, contributions of up to $15,000 per year to this
account will avoid gift taxes. A married couple may
together set aside $30,000 each year for each child,
so in a few years a significant source of capital may
be built up. Assets may be used for any purpose,
including education funding, and must pass to the
child when he or she reaches age 21.

Spendthrift trust. The beneficiary is forbidden to
transfer any financial interest that he or she has in
the trust, and may not compel distributions.

Discretionary trust. The trustee has sole discre-
tion over what to do with trust income or principal,
so that the beneficiary has no interest in the trust
that can be transferred.
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Support trust. The beneficiary’s interest in the trust
is limited to so much of the income as is needed for
support, education,and maintenance.

These are but starting points to begin a discussion
of the benefits of a trust-based financial plan. Wealth
protection trusts need to be tailored to the unique
requirements of the family to be served.

Estate Settlement

Benefit: Prompt implementation of will
provisions, meticulous attention to details

Everyone who owns property needs a will. If a valid
will is lacking, a probate estate must be distributed
according to the unbending laws of intestacy—a
distribution that may bear little relationship to actual
family needs or desires.

Unfortunately, many individuals leave an unrec-
ognized weak point in their wills: Spouses, relatives,
or business associates are designated to fill what is
presumably the mostly “honorary” post of executor or
personal representative.

In reality, estate settlement involves a demanding,
complex set of tasks—and the results, for better or
worse, depend upon the experience, skills, and judg-
ment of those you designate to handle the job.

The executor or personal representative you name
in your will is responsible for safeguarding the assets
of your estate, for paying proper debts, for contest-
ing improper claims, for collecting sums owed the
estate, and for filing estate and income tax returns.
Your executor must decide what to sell (and when) to
pay taxes and estate expenses and what to hold for
distribution to your beneficiaries or to trusts that you
establish for their benefit.

In less complicated times, people relied on close
relatives or friends to settle their estates. Today, nam-
ing an inexperienced executor is not only shortsight-
ed but also potentially costly. The characteristics of an
ideal executor or personal representative include:

+ Financial responsibility

+ Unquestioned integrity and freedom from
personal bias

+ Patience and sympathy

+  Experience in caring for all types of assets
and holdings

+ Informed investment judgment

+ Familiarity with special tax questions that arise
when an estate is settled

+ Immortality (What if your executor dies before
you do, or before completing the settlement of
your estate?)

We provide specialized skills in all phases of
estate administration. As your executor, we're sure
to be on hand when needed, and no relative or
family friend could hope to match our experience
and facilities. Yet our fees for estate settlement are
no greater than inexperienced individuals might
be entitled to receive.

AGENT FOR EXECUTOR OR TRUSTEE

Because many people are unfamiliar with the com-
plexities of estate settlement, especially for larger
estates, they may name a family member as executor
of their wills, or as trustee for trusts created for the
long-term preservation and management of family
wealth.Once an individual has accepted the office of
executor or trustee, he or she may quickly learn that
there is quite a lot to do on the job.

We can provide agency services to give the
individual crucial support. Such services may
include:

- recordkeeping;

+ investment management;
+ tax planning and return preparation;
< accounting and reporting;

+ discretionary distributions in accordance
with the trust agreement.

Our role in such circumstances can be tailored to
meet the needs of the situation.We can take on just
as much work as is wanted to get the estate settled
or to keep the trust functioning smoothly, no more
and no less.



Charitable Trusts

Benefit: Harmonize philanthropy and family
financial protection objectives

Charitable trusts long have been an important part
of estate planning. With trusts the benefit of owning
securities or other assets can be split into two parts,
present and future:
+ One or more income beneficiaries can be given
the immediate benefit of ownership in the
form of periodic payments from the trust.These
income payments can last for a specified number
of years or for a beneficiary’s lifetime.

+ One or more “remainder beneficiaries” can
receive the income-producing assets in the
future, when the required income payments have
been completed.

Both the right to receive trust income and the
right to receive a trust’s “remainder interest” can
be valued for the purpose of granting income tax
deductions, and also for the purpose of figuring gift
or estate tax.

There are many possible variations of charitable
trusts, each with important income, gift, estate and
generation-skipping transfer tax consequences.The
key to using today’s charitable trusts successfully is
to design an approach tailored to your own particu-
lar set of charitable intentions and family financial
planning objectives.

OUR INVITATION TO YOU

You can look to us for a full range of money-
management skills and facilities. And you will find an
emphasis on responsive, personal service that is rare
in today’s business world.

We cordially invite you to become better
acquainted with us and our work. If you prefer to
have one of our financial professionals meet with
you at your home or office, simply phone or write us
to arrange an appointment.






