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This makril @ nendsd 1= help ye

fi tax and flasncil conssqeance «

in very peveal terme

Hewwior, the aratgion faund hae o cornplin o aned logal Samas Ol n atiemey and sthar e sdvisan can belp veu conakder

whether the idiss lesraed here are sppropriste far your idividad coomeances [Pergan Chas B Co. doss nel pracics law,

 dos met v tas,

scorunting or ksl advice. W will, bewarer, be plassnd w0 conadi with you nd your byal and e shieons as you mese fareand with your v plasning.
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Fowlermed Factnarship Froexs (FFF) is for investon ntecested in anhanced wedkh transier opportesitio: usisg » Dulavwees Btxtutany Trust

FPurpose: fo Yreers” the value of assets Ml will be included in the samior generalion's estale and shift the
SNCAEE appreciation fo e furior ganeralion|(s) wiltioul adoiional dransier fae.

»  Nembles nveslors Lo transler 1o beneficiaries” anlicipaled apprecialion in a lax-edficient mannar while
relaining a large portion of lhe invaestment ard a fixed retum

» Investrent is divided inlo Managing Unils, Prefemaed Units, and Residual Unils

»  Preferred Unils repréasent majority of inilial assat value and camy a lked (cumulalive, non-compaunding)
rarle of relum

»  Residual Units represent balance of initial assal value plug anlicipabed apprecialion in excess ol the
preferred relum

= Residual Units ane giled andior okl o banelicianes

JI'Morgan
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Btracturs of Foeferred Pactnership Frosas
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1} Morgan can provide & professional sppraizal that suggests & range of hypotheticsl valuation aiscounts.
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Btracturs of Freferred Fartnership Frosas
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1} Morgan can provide & professional sppraisal that suggests & range of hypothetical valuation discounts.
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FFF lives o0 Dl ' bl lxws: and of amed acTan

Lirnitad Bakdity for &l unil holders, even @ they paricdpate in managament

Gordidentialty of all unit holdens is presenved as only the nama of the el and the name and address of tha
Delaware rustse need 1o be dsclosed

Dissalution does not necessanily 0ccur upon the daath, ncapadty or barkrupscy of &
unit halder

Flaibiling b0 rasct 13 changes n regulatony of 18 |aws 1o taciitata tha changing nesds of
truss participanss

Trastee i alowed brosd investmant authariy 0 employ modam portfolio theary and feeibility of delegating
inestmen decisions io other advisoms

.J.Iihinrgan s
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3 [Phlargun's abdity o cofer busdled Salivary mukes the PPF & cas-afficint sshaticn

«  Thea formation of & aslaba reaze stratagy is simphs and sconomical
establshed by fiing a Cerificate of Trust with the Delaware Secrelary of State

= Invastmant managamant coats can b redudad thiolgh econamias of scale

* JFMorgan's fiduciary system provides the following:
documentation of the value of unis transfemad amoeng family members
aRandance 10 tax complance
mamnienance af the records of the Esiate Fresze Stmtegy o preserve its inssgrity for lax purposes as a
separale legal antity

.J.Iihlnrgan
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Dinbewars admirestration rapeashdition
* Aooount sebup

= DRgoing communication
Administrative matiers including record keeping and market value statements
Fiduciary gvarsight for regulatory and planning considenations

»  Aooount adminstratiaon
Ireestment maintenarce (e subscription agreements and affering memoranda)
= Dngoing communication with Maraging Unit holders and invesiment managar
Cuslody mchding safekeeping, moome collection and opticnal frading platfarm

* Responaibilly tor Sguidations, distibutions and withdreaals
Prefemred paymants, tax distrbulions, redempbions
Ewscuting disinbutian transactions incuding deferral of preferred payments
Evaluating distribution'redamption requests from uni-holders
Dietarmining amounts and fiming of all distriuticrs.
Gataining valuations to support distributions, as necessany
Complying with Inlemal Revenue Coda Saction 2707 aukes and provisions of asiaba reeze sirstegy
dacumerss
= Cash-flow analysis for prelermed payments
Baintaining requined incomalprincipal ladgars

* Delegaled responsiolity for tax compliance
Compilation of partrarship relurm work papers
Review and execution of partresrship refurns and K15
Evaluatian of filng pastons including Section 784 elechons

Morgan
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Transfr tax considestiona

internal Resenue Code Section 2701 describes and sanctions the estate freeze strabagy
Gl 18 vl of Resicual Lnits mist be 2 10% of the capital account funding value of eslabe Teaze sirabagy
Discouris may apply o funding. caloulation of the efective prefered rate & valuation of Residual Unis

Appraciation in eatate freade Bsaets exceading efactive prefarmad payment rale Goorues i ban el of
Residual Unit holders without causing additional gift or estaie b

Prefarned Faymants
Based on prevailing “Market Raie® of retum, bypically determined by valuation professionals appraisal
ardd may be detamad Tor 4 yaars an a roling basis
Mamiral prafermad rate may be reduced by discounied Turding, defaral of prafermad paymeants and
benefit of all capital {including commen wnits] a% work b0 produce amound necessary o pay this lower
affaciive rale
d-yoar deferral of payment on a rolling basis

FPF may ba less likaly 1o ba subact 1o IRS scrutiny than standand Family imited pamnerships,
Rainforeed by thea indapandant Trustes's control ver distriutions

EFTA01156979



[ncoma tax cormideraticas

- PPF: Dulawmana Sttty Trist dhsshad &5 pansarshis lof neosa W pisesas

= Contrbuone: genamiby in-disd connibaticns do nok causs immesdisls gan secogniion
- Escapione may sppy. such s
© Impemtment company niles — dimmbcation
= Fropary subijet 10 kabik d by parmarship
— BN e SutseqUan] parinarats sake allocalinns of pro-conibulion gain o coalbuer

= Basis {if e conlibution]
- Parnerzhip’s basks in assets same ax connbutnns basis
= Pariner's basis squals cach plos adueisd hase of conbrituled asssis

= Alocalons:
= Profis: Finst o Commaon Managing Units and Residusl Units aliocabls for pior aqgeegale koeses, second o Pralemed Linis
for pror aggregals ksses, thind o Managing Linils peroeniagn imerest and Prefered Linits’ cumelsthos return. and fourth to
Fasidual Units

- Losses: Frst bo Com=on Managing Uniis pementage imersst and Common Resdiual Unis unt] reduced o e then
s o Prakereiad Laits wnil saduced 1o 26r0

= Frefered papmants: made only from net cumslaties tas profis om ince phion, 5o Pretemed snis hase @oable income up fo
reminal seium whas parnarship has Eeaeble scome
~ Mol guaranad gayments which an e red regandiass of incose and which @ laed as woinany income wih paneship
realized avants when salsfied n-kind
— Mon-ssabia in-kied Ssinitulion of Bormrwad S can B wed b sality Gmak prafermed paysants

= Demdnibastions:
- Gash: dskbuion iocable ypealy as capial gaine only i ssceeds bass
- Smﬂr distrituion gereraly nol imcosble waent
Emmlvn Bagil-in gaines within T yeans of conin buticn wnbess conbrbuion reacquines back onginally conmishuted propery
- o idarineg dhstribedien: D irgedke bices alocation
- Lmd.ning dm‘ih.um i’y oulsid basis alocation; gessraly mon txabie sl unkiss caal aaeeds cutede bask
— Disguisied saks pceamplion: lassabbs el rasumation b d sirbotions sithin ko poens of contibution

= Waigirs with Family Lissied Pamnaships

'Morgan '
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Asmumptiona fo FIF amabpis

JEMorgan

L e

16,000,000 in fundirg Al = e ke pops el

15% walualion discount on assel due o lguidity and lack ol marketabiliy
15T E% 0% Maraging Prefered Rasdual Link apil
15% estimaled lolsl retum”

Enlirated 7.5% mandatory fixed anmal paymeants alinbulable o Prelamed Unis?

Fasidusl Urils gifled? o bered (GETRTRL | walug;
10%: ilkquidity discount on oveall valsr of DST [ —
= 0% sddilioral dizcount on valus of Resdual Lings //I TR i, % din e < 3 TIASL

Mot vabos of gill: 33,200,000, descooned ynls 52 T00 000

- e Tha sl 4 e aal sk Al in 4 e
S T — T ST R R T T
T ey 0 ey o o sy g

Caant has already ailized atime gt "

G tam rate (2010} 36%

Eslme tas rate {2020) 55%

4 yoar deferral of mandatory fleed annual payments o Prefered Unis

Grartor ratains inoome ta Kahiity due i graniar ins! stats in benef canos’ st
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Total wales of eniity: 3308 Liquidstion Vil 554 3bil®
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JI*Morgan u

+Fixed annual payment required o preferred unit holder is defermined by & valuation expert - sdditionally, the discount rales
are determined by a valuation expert

+The payment amounf iz calculated by: Preferred rale x prefered discounted value. In the current exampie this iz 6,715,000
x T.5% = 503,625

+When prefarred payment iz made o preferred unit holder — managing 1% must also receive a distnbution. Thus, entity must
gotualy accrue for 4 years and wiimately pay anmually $508,712 = §503.625 + 1% x §508, 712

+Entire 100% of undiscournted enbfy value helps fo fund the 7.5 required payment — reducing the effective rate

+The abilily to defer each years payment 4 years adds additional bensfit — thizs means year 1 payment is deferred lo year 4,
year 2 is defermed fo year §, elc.

+Finally, the dizcount on the azsel confributed further reduces the effective rate on the freeze entity

13
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1

crimenative,

nan-compownding coupon; common units of 50,000, with 8 40% discount for giff fax purposses; fransfer fax rate = 55%.

2
3

The estate freeze hurdle rale i calculaled based on the following assumplions: Pre-fax, pre-fee rale of
retum; mo distnbutions pror fo year 15; no consideration of income faxation; preferred units of 3950, 000 plus 8.5%

February 19948 long-ferm AFR.
February 19948 Section 7520 rate.

14
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Constivm gifta. of Residual Usits may further ssbance the FFF

» Gills o gramor frust
—  inveslor remains responsible for income taxes af rust, allowing the trust principal o grow lac-iaee
—  trust provisions may provide lor sssel substilulion, allowing investar bo transler lgh basis
progefyicash o rusl in exchange for the low basis propary in arder b receive benalil of slapped up
aslale bax basis

» Gills o generalion-skipping rusts
= walue passes beyand children's generalion without second level transler laxges
—  Perpetual Delaware Trusl compaunds estabe tax lrea for sucoasaive generalions

= Other wealth transfer strategies may be integrated with the PPF

JPMorgan
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Ramidual usity fond & GRAT
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Impartant informatics
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