
Welcome PAH & PYP 
Members



Agenda

Topic Speaker Duration, 
min

Start, 
CDT

Stop, 
CDT

Opening & Introductions Claira Crane, President PYP 5 13:00 13:05
Current Financial Landscape + Q&A Lisa Shalett, CIO Morgan Stanley Wealth Management 25 13:05 13:30
Finance 101 Margo Geddie, Senior VP Morgan Stanley Wealth Management 10 13:30 13:40
Estate Planning Elizabeth Chand, Executive Director, Morgan Stanley Wealth 

Management 10 13:40 13:50
General Q&A Open 10 13:50 14:00



NOT ALL PRODUCTS AND SERVICES ARE AVAILABLE IN ALL JURISDICTIONS OR COUNTRIES.

The Path to 
Financial Wellness
Margo Geddie, Certified Financial Planner, CIMA
Financial Advisor and Senior Vice President- Wealth Management
Family Wealth Director
Senior Investment Management Consultant
Morgan Stanley Wealth Management
margo.p.Geddie@ms.com
2800 Post Oak Blvd.
Houston, TX 77056
713-966-6819
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Understanding your situation is the first step

Separate needs and 
wants in the context of 
your overall goals and 
objectivesTrack current 

expenses

Stick with it, monitor 
your results and 
adjust if necessary

Set your budget

Calculate your
income
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REMEMBER
Don’t forget to plan for annual or semi-annual expenses 
like holiday or birthday gifts, wedding season, property 
tax payments, etc. 

!



Categorizing your expenses

5

The 50/30/20 Budget Rule

50%
Needs

Bills you must pay and are 
the things necessary for 
survival. 

Examples include 
rent/mortgage, groceries, 
insurance, health care, 
utilities. 

30%
Wants

Things you spend money on 
that are not absolutely 
essential. 

Examples include dining out, 
entertainment subscriptions, 
vacation, expensive gadgets.

20%
Savings & Investments

Examples include saving for emergency 
fund, retirement savings, debt 
repayment. 

TIP: BUDGET TO ZERO
Give every dollar a name, meaning all your income has a 
place in your budget. If there’s still money left after you’ve 
entered all those expenses, put it toward a money goal, 
like paying off debt.

!



Be sure you have an emergency fund 
No matter how well you plan, stuff happens. It is best practice to have 
funds available to cover 3 - 6 months of expenses

There are five 
types of financial 
emergencies1

Hint: A wedding or 
a fun vacation isn’t 
one of them.

If you can’t afford it, 
it’s ok to say no.

Dip into your emergency savings account if you encounter:

Unemployment Medical Emergency Car Trouble

Home Expenses Travel to a Funeral

1. How FOMO can Ruin Your Finances, The Muse, 2019

https://www.themuse.com/advice/how-fomo-can-ruin-your-finances


    

Common savings goals

EMERGENCY FUND

Any goal can be derailed 
by an emergency. Having 
an emergency fund with 
up to 6 months of living 
expenses for a cushion 

can help you stay on 
track for more 

meaningful things. 

SHORT TERM 
PURCHASES

Saving to buy a car or 
going on a vacation. 

Short term goal savings 
should be liquid and 
easy to access when 

you need it.

HOME
PURCHASE

EDUCATION RETIREMENT

You may need a down 
payment and closing 
costs, not to mention 
all the fees that come 
with home purchase –
make sure you have 
smart projections of 

the initial outlay 
needed.  

Whether you’re 
funding educational 
expenses for your 
child or yourself, 

you can save via a 
529 account to take 

advantage of tax 
benefits. 

Life moves pretty 
fast, retirement will be 
here before you know 

it. There are many 
ways to save for 

retirement, 401(k)s 
and IRAs are the 
most common. 



    

Prioritize your savings goals based on key factors: 

• Time horizon – short, medium and long term goals 

• How much money you need to achieve the goal 

• Priority level

Saving toward a goal or multiple goals

Savings 
Calculation

Amount you need to save / time horizon 
= amount to save per month



    

Savings timeframes

SHORT TERM GOAL
1-3 years

Examples: 
Saving for a vacation, car, or 
building emergency fund

Best practice: 
Keep your money towards 
these goals liquid so you can 
access the cash when 
needed. 

Common investment options: 
Savings account, CD 

MEDIUM TERM GOAL
4-20 years

LONG TERM GOAL
20+ years

Examples: 
Saving for a wedding, home 
purchase, child’s education

Best practice: 
Take advantage of 
specialized investment 
vehicles. Keep an eye on 
how much investment risk 
you take. 

Common investment options:
529, savings, stock market

Examples: 
Saving for retirement

Best practice: 
Build and reassess your plan 
every few years to ensure 
you’re on track to your goal

Common investment options: 
IRAs, 401(k)s, stock market



Questions to consider for retirement
We all have a different vision about what retirement should look like, but 
everyone benefits from having a sense of what they are working towards

You can borrow money to 
fund an education, to buy a 
home or to start a business. 

Retirement is the one life 
event you can’t  borrow to 
fund. 

Saving early is key to 
setting yourself up for a 
secure retirement

• When do you want to retire? • How do you start saving for 
retirement?

• How much income will you need in 
retirement?

• Will you work part time or enjoy a 
life of leisure?

• How do I calculate how long I 
might live?

• Do you wish to leave an 
inheritance?

• Who do you need to consider or 
care for? Partner? Kids? Parents?

• What is your ideal living situation 
in retirement?
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Start saving early: time is money

Alex
$842,343

Jordan
$493,383

Taylor
$302,537

The investors all 
contribute about 
the same total 
amount.

At 70, Alex has 
over $300,000 
more accrued 
than Jordan and 
over $500,00 
more than 
Taylor due 
to compounding 
interest.

HYPOTHETICAL ILLUSTRATION.  NOT REPRESENTATIVE OF ANY SPECIFIC INVESTMENT. Morgan Stanley Wealth Management GIC.

• $3,000 invested per year 
between ages 30 and 70

• Total Invested: $123,000

Alex

• $4,000 invested per year 
between ages 40 and 70

• Total Invested: $124,000

Jordan

• $6,000 invested per year 
between ages 50 and 70

• Total Invested: $126,000

Taylor

The power of investment returns over similar time horizons can yield dramatically different results

ILLUSTRATIVE



Helpers on your Journey

• Prepares and files your tax 
return(s)

• Identifies applicable 
deductions

• Provides strategic advice on 
how to potentially lower your 
tax burden

Tax Professional

• Drafts or revises important 
documents like Wills, Estate 
Plans, Trusts, and Prenuptial 
Agreements

• Negotiates real estate contracts 
and divorce settlements 

• Represents you in court, 
arbitration, or other legal 
hearings

Attorney

• Provides investment advice
• Buys or sells securities on your 

behalf and/or provides you 
recommendations

• Recommends strategies to pay off 
your debt and/or save for 
education or retirement 

• Provides estate planning and 
insurance planning support

Financial Professional
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For a free consultation with an Advisor, please reach out to
margo.p.Geddie@ms.com



Disclosures:
NOT ALL PRODUCTS AND SERVICES ARE AVAILABLE IN ALL JURISDICTIONS OR COUNTRIES.

Tax laws are complex and subject to change. Morgan Stanley Smith Barney LLC (“Morgan Stanley”), its affiliates and Morgan Stanley Financial Advisors and Private Wealth 
Advisors do not provide tax or legal advice and are not “fiduciaries” (under ERISA, the Internal Revenue Code or otherwise) with respect to the services or activities described 
herein except as otherwise provided in writing by Morgan Stanley and/or as described at www.morganstanley.com/disclosures/dol . Individuals are encouraged to consult their tax 
and legal advisors (a) before establishing a retirement plan or account, and (b) regarding any potential tax, ERISA and related consequences of any investments made under such 
plan or account. 

Morgan Stanley Smith Barney LLC recommends that investors independently evaluate particular strategies and/or investments, and encourages investors to seek the advice of a 
Financial Advisor. The appropriateness of a particular strategy and/or investment will depend upon an investor’s individual circumstances and objectives.
This material is provided for informational purposes only and is not intended as an offer or solicitation with respect to the purchase or sale of any security or other financial 
instrument or to participate in any trading strategy. 

The 529 Plan Program Disclosure contains more information on investment options, risk factors, fees and expenses, and potential tax consequences. Investors can 
obtain a 529 Plan Program Disclosure from their Financial Advisor and should read it carefully before investing.

Hypothetical results are for illustrative purposes only and are not intended to represent future performance of any particular investment. Your actual results may differ. The 
principal value and investment return of an investment will fluctuate with changes in market conditions, may be worth more or less then original cost. Taxes may be due upon 
withdrawal.

Certain content on Morgan Stanley Financial Wellness Portal including, but not limited to, calculators is being provided to Morgan Stanley Smith Barney LLC (“Morgan Stanley”) 
pursuant to an agreement with Financial Fitness Group (“FFG”). That content and materials on the Portal have been prepared for educational purposes only and do not constitute 
either a recommendation or a solicitation by Morgan Stanley and its employees to purchase or sell any investment or strategy. The calculators are hypothetical and are for 
illustrative and informational purposes only and do not represent the return on any investment. Actual results may vary.

The value of CDs in the secondary market will fluctuate and, upon a sale, may be worth more or less than their original cost or maturity value.

Insurance products are offered in conjunction with Morgan Stanley Smith Barney LLC’s licensed insurance agency affiliates.

Morgan Stanley Smith Barney LLC does not accept appointments nor will it act as a trustee but it will provide access to trust services through an appropriate third-party corporate 
trustee.



Disclosures:
Morgan Stanley offers a wide array of brokerage and advisory services to its clients, each of which may create a different type of relationship with different obligations to you. 
Please consult with your Financial Advisor to understand these differences.

Asset allocation does not assure a profit or protect again loss in declining financial markets.

Alternative investments often are speculative and include a high degree of risk. Investors could lose all or a substantial amount of their investment. Alternative investments are 
suitable only for eligible, long-term investors who are willing to forgo liquidity and put capital at risk for an indefinite period of time. They may be highly illiquid and can engage in 
leverage and other speculative practices that may increase the volatility and risk of loss. Alternative Investments typically have higher fees than traditional investments. Investors 
should carefully review and consider potential risks before investing.

The returns on a portfolio consisting primarily of sustainable investments may be lower or higher than a portfolio that is more diversified or where decisions are based solely on 
investment considerations. Because sustainability criteria exclude some investments, investors may not be able to take advantage of the same opportunities or market trends as 
investors that do not use such criteria.

Morgan Stanley Smith Barney LLC is a registered Broker/Dealer, Member SIPC, and not a bank. Where appropriate, Morgan Stanley Smith Barney LLC has entered into
arrangements with banks and other third parties to assist in offering certain banking related products and services.
Investment, insurance and annuity products offered through Morgan Stanley Smith Barney LLC are: NOT FDIC INSURED | MAY LOSE VALUE | NOT BANK
GUARANTEED | NOT A BANK DEPOSIT | NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY.

© 2019 Morgan Stanley Smith Barney LLC. Member SIPC.
CRC 31004685 06/2020



Estate Planning Overview 
 
Wealth and Estate Planning Strategists 
Family Office Resources 
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Morgan Stanley’s Family Office Resources 
Family Office Resources develops technical expertise, tools and networking events that enhance 
the ability of your Financial Advisor to serve as your Family Wealth Advisor. 

Insurance Solutions 

Manager Selection & 
Portfolio Construction 

Technical Insights 

Philanthropy Management 

Family Governance & 
Wealth Education 

Strategic & Tactical 
Asset Allocation 

Lifestyle Advisory 

Strategic Estate & Financial Planning 

Trust Services 

Family Office Resources 

Your Financial 
Advisor 

You and  
Your Family 
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Estate Planning 

Family  Wealth 
Protection 

and Planning 

Legacy 
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At any wealth level: How?  
• Guardianship of minor children 

• Protect assets  

• Express wishes 

• Protecting children 

• Protecting yourself – incapacity 

• Probate avoidance 

• Last Will and Testament 

• Revocable Trust  

• Trusts for family  

• Appointment of fiduciaries 

• Powers of attorney and health care directives 

Why do I need estate planning?  
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Transfer Tax Planning  

 
LEGACY  

40% Federal Gift and Estate Tax 
40% Federal Generation–Skipping 

Transfer Tax   

Gift & Estate Tax Exemption  
$11,580,000* (Married $23.16 MM) 

Annual Gift Exclusion $15,000(1) 

1. Reflects the 2020 inflation adjusted federal exclusion and exemption amounts.  
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Transfer Tax Planning  

• Goals  

– Maximize exclusions and exemptions 

– Reduce taxable estate 

– Provide for tax efficiencies  

• Strategies 

– Basic gifting  

– Leveraging exemption  

– Estate freeze techniques 

– Asset location  

Morgan Stanley Smith Barney LLC. does not give legal or tax advice. Investors should consult their own legal, tax investment or other advisors, at both the onset of any transaction 
and on an ongoing basis to determine the laws and analyses applicable to their specific circumstances 
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Credit Shelter Trust (CST) Credit Shelter Trust (CST) 

Assumptions   
Lifetime Exemption of the First Spouse 11,580,000 
Lifetime Exemption of the Second Spouse 0 
Credit Shelter Amount  11,580,000 
Estate Tax % 40% 
Annual Investment Net Return 4% 

The following is an illustration of a $11.58MM credit shelter trust 
funded upon the death of the first spouse. The credit shelter trust is 
not subject to estate tax on the death of the surviving spouse. 

Without Credit Shelter With Credit Shelter 

Year 0 First to Die 

Year 10 Second to Die 

Transfer $2,224,492 more to beneficiary 

Net to Beneficiary  
$55,895,820 

Marital Share /  
QTIP $56,870,985 

Marital Share /  
QTIP $38,420,000 

Current Estate  
$50,000,000 

Estate Taxes $0 

Estate Taxes  
$18,116,394 

Credit Shelter Trust   
$11,580,000 

Credit Shelter Trust   
$17,141,229 

Net to Beneficiary  
$53,671,328 

Marital Share /  
QTIP $74,012,214 

Marital Share /  
QTIP $50,000,000 

Estate Taxes $0 

Estate Taxes  
$20,340,886 

Please see Important Disclosures at the end of the presentation. 
NOTE: The strategies set forth herein are shown for educational purposes only, are not tailored to any specific client, and do not constitute a recommendation to employ any strategy 
identified. To that end, they do not capture all possible outcomes but are based on limited set of assumptions. If the assumptions upon which they are based are not realized, the 
efficacy of the strategy may be materially different from that which is reflected in the illustration. Additionally, the current government is suggesting changes to the estate tax laws 
which if ultimately enacted could materially change the efficacy of the strategies described herein. Accordingly, clients must consult their tax advisor when considering the utility and 
appropriateness of any strategies identified herein. Please see the additional Important Disclosures at the end of this presentation. 
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Planning with Irrevocable Trusts 

Donor 

Descendants 

Donor makes transfer 
to an Irrevocable Trust 

Irrevocable 
Family Trust  

Designing the Trust 
• Spouse may be a beneficiary 

• Trust may be generation-
skipping (Dynasty)  

• Trust may be its own taxpayer 
or grantor may be deemed to 
own the assets for income tax 
purposes (“grantor trust”) 

• Provide incentives for children  

• Provide guidelines for 
distributions  

• Name Trustees  

 

Please see Important Disclosures at the end of the presentation. 
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Gifting Early 

Donor Beneficiary 
Donor makes gifts to the beneficiary. 

If the gifts are made to an irrevocable grantor trust, of which the 
donor is the grantor, the donor pays taxes incurred in the trust, 
thus making an indirect gift that is not subject to gift tax. 

Potential future appreciation 
of the gift is removed from 
the estate. 

Gifting with valuation discounts (i.e. liquidity 
discount, lack of control discount) may further 
enhance the wealth transfer. 

Irrevocable Grantor 
Trust 

Please see Important Disclosures at the end of the presentation. 
NOTE: The strategies set forth herein are shown for educational purposes only, are not tailored to any specific client, and do not constitute a recommendation to employ any strategy 
identified. To that end, they do not capture all possible outcomes but are based on limited set of assumptions. If the assumptions upon which they are based are not realized, the 
efficacy of the strategy may be materially different from that which is reflected in the illustration. Additionally, the current government is suggesting changes to the estate tax laws 
which if ultimately enacted could materially change the efficacy of the strategies described herein. Accordingly, clients must consult their tax advisor when considering the utility and 
appropriateness of any strategies identified herein. Please see the additional Important Disclosures at the end of this presentation. 

Valuation Discount 
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Assets Outside the Estate 

Gifting Early Using Lifetime Exemption 
Gifting to an Irrevocable Grantor Trust 

Please see Important Disclosures at the end of the presentation. 
NOTE: The strategies set forth herein are shown for educational purposes only, are not tailored to any specific client, and do not constitute a recommendation to employ any strategy 
identified. To that end, they do not capture all possible outcomes but are based on limited set of assumptions. If the assumptions upon which they are based are not realized, the 
efficacy of the strategy may be materially different from that which is reflected in the illustration. Additionally, the current government is suggesting changes to the estate tax laws 
which if ultimately enacted could materially change the efficacy of the strategies described herein. Accordingly, clients must consult their tax advisor when considering the utility and 
appropriateness of any strategies identified herein. Please see the additional Important Disclosures at the end of this presentation. 

• The following is an illustration of a hypothetical scenario, where parents use a portion of their lifetime exemption to make an upfront gift to an 
irrevocable grantor trust for the benefit of their children. 

• The potential future appreciation of the gift  is removed from the estate. 

Assumptions   
Assets Gifted to Irrevocable Grantor Trust 5,000,000 
Annual Investment Gross Return 5% 
Time Horizon (Year) 20 

In 20 Years   
Assets in Irrevocable Grantor Trust 13,266,489 
Lifetime Exemption Used 5,000,000 
Assets Transferred Free of Gift or Estate Taxes 8,266,489 
Gift or Estate Tax % 40% 
Tax Savings from Early Gifting 3,306,595 5,000,000 5,000,000 

8,266,489 

0

2,000,000

4,000,000

6,000,000

8,000,000

10,000,000

12,000,000

14,000,000

Today In 20 Years

Lifetime Exemption Used Future Appreciation of the Gift

• Hypothetical example is for illustrative purposes only. 
• Not representative of any specific investment. 
• The example assumes the full amount of the appreciation in the 

trust would otherwise be subject to estate tax (i.e., the estate is 
large enough that the full exemption will be used). 
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Pre-liquidity Planning and Leveraged Gifting  
Leveraged Gifting  

Morgan Stanley Smith Barney LLC. does not give legal or tax advice. Investors should consult their own legal, tax investment or other advisors, at both the onset of any transaction 
and on an ongoing basis to determine the laws and analyses applicable to their specific circumstances. 

Owner Trust for 
Descendants 

Donor makes gift 
to the trust 

Business 

• Owner gifts minority interest in business 
entity to trust 

• Valuation discounts may reduce gift tax value  

Business 

Sale of 
business cash cash 

 Reevaluate asset allocation and risk profile post-sale  
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Grantor Retained Annuity Trusts (GRATs) 
One Type of Leveraged Gift, a GRAT, Allows An Individual To Transfer Property To A Trust, Retain an Annuity And 
Remove Future Appreciation above an IRS Hurdle Rate (If Any) On The Donated Property From his or Her Estate 

Please see Important Disclosures at the end of the presentation. 

Donor GRAT 

Children 

Donor makes gift to 
the trust 

Donor receives annuity payments 
each year for the term of the trust 

At end of term, property will pass, 
tax free to children or trust for their 
benefit 

Property 

Annuity 

Remainder 

• The donor transfers property to an irrevocable trust. 
• The donor will receive an annual annuity for a term of years and selects beneficiaries to receive any remaining the trust property at the end of 

the term. 
• The retained annuity is structured so that its fair market value approximates the value of the property transferred to the GRAT (thus “zeroing 

out” the gift). 
• The IRS’s prescribed growth rate is used to determine the current fair market value of the annuity. 
• The term of the trust must be carefully considered because some or all of the trust property will generally be included in the donor’s estate if 

the donor dies during the trust term. 
• When the GRAT’s total return (income and appreciation) exceeds the IRS discount rate used in valuing the annuity (and the donor outlives 

the trust term), all excess value will pass transfer tax free to the remainder beneficiaries.  
• Note: A GRAT is not an annuity itself. It is a mechanism under which a donor transfers property to a trust and retains an income interest in 

the form of annuity payments. 
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Grantor Retained Annuity Trust (GRAT) 
“Zeroed-out” Flat Annuity Grat 

Please see Important Disclosures at the end of the presentation. 
NOTE: The strategies set forth herein are shown for educational purposes only, are not tailored to any specific client, and do not constitute a recommendation to employ any strategy 
identified. To that end, they do not capture all possible outcomes but are based on limited set of assumptions. If the assumptions upon which they are based are not realized, the 
efficacy of the strategy may be materially different from that which is reflected in the illustration. Additionally, the current government is suggesting changes to the estate tax laws 
which if ultimately enacted could materially change the efficacy of the strategies described herein. Accordingly, clients must consult their tax advisor when considering the utility and 
appropriateness of any strategies identified herein. Please see the additional Important Disclosures at the end of this presentation. 

• The following is an illustration of a “zeroed-out” flat annuity GRAT funded with $1,000,000 marketable securities 

•  In this hypothetical scenario, the donor receives an annuity worth $349,460 per year for 3 years and the remainder beneficiaries receive 
(outright or in continuing trust) asset worth $55,953 

Hypothetical example is for illustrative purposes only. 
Not representative of any specific investment. 
Note: A GRAT is not an annuity itself. It is a mechanism under which a donor transfers property to a trust and retains an income interest in the form 
of annuity payments. 

Assumptions:     
      
Term of Trust   3 
Principal   $1,000,000 
7520 Rate   2.4% 
Annual Investment Return 5.0% 
      
Key Outputs:     
      
Annuity to Donor (%) 34.9% 
Annuity to Donor ($) $349,460 
Remainder   $55,953 

Year 
Beginning 

Principal Growth 
Annuity 

Payment Remainder 

1 $1,000,000 $50,000 $349,460 $700,540 

2 $700,540 $35,027 $349,460 $386,107 

3 $386,107 $19,305 $349,460 $55,953 
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Grantor Retained Annuity Trust (GRAT) 
“Zeroed-out” Flat Annuity GRAT 

Please see Important Disclosures at the end of the presentation. 
NOTE: The strategies set forth herein are shown for educational purposes only, are not tailored to any specific client, and do not constitute a recommendation to employ any strategy 
identified. To that end, they do not capture all possible outcomes but are based on limited set of assumptions. If the assumptions upon which they are based are not realized, the 
efficacy of the strategy may be materially different from that which is reflected in the illustration. Additionally, the current government is suggesting changes to the estate tax laws 
which if ultimately enacted could materially change the efficacy of the strategies described herein. Accordingly, clients must consult their tax advisor when considering the utility and 
appropriateness of any strategies identified herein. Please see the additional Important Disclosures at the end of this presentation. 

• The following example is the same as the “zeroed-out” flat annuity GRAT except the annuity grows 20% per year. There is still no taxable gift on 
funding the trust (i.e., the value of the annuity stream is still roughly equal to the principal contributed to the trust). 

• However, the amount of asset passing to the beneficiaries at the end of the term may increase reflecting the potential benefit of having asset 
stay in the trust longer and generate compounded returns for the beneficiaries. In this hypothetical scenario, the remainder beneficiaries receive 
asset worth $59,296 , or $3,343 more compared to the flat annuity scenario. 

Hypothetical example is for illustrative purposes only. 
Not representative of any specific investment. 
Note: A GRAT is not an annuity itself. It is a mechanism under which a donor transfers property to a trust and retains an income interest in the form 
of annuity payments. 

Assumptions:     
      
Term of Trust   3 
Principal   $1,000,000 
7520 Rate   2.4% 
Hypothetical Annual Investment Return 5.0% 

Annuity Growth   20.0% 

Key Outputs:     
      

Remainder (Growing Annuity) $59,296 
Remainder (Flat Annuity) $55,953 
Difference   $3,343 

Year 
Beginning 

Principal Growth 
Annuity 

Payment Remainder 

1 $1,000,000 $50,000 $288,844 $761,156 

2 $761,156 $38,058 $346,613 $452,601 

3 $452,601 $22,630 $415,935 $59,296 
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Philanthropy 

Family  Charitable Entity  

Create a Legacy  

Income Tax Planning   

Morgan Stanley Smith Barney LLC. does not give legal or tax advice. Investors should consult their own legal, tax investment or other advisors, at both the onset of any transaction 
and on an ongoing basis to determine the laws and analyses applicable to their specific circumstances. 

• Private foundation linked to 
a public charity 

• Control shared between 
public charity and 
donor/family 

• Higher income tax 
deductibility limitations. 

• Not subject to private 
foundation rules 

• Entity supported and 
controlled by public or 
government which 
advances charitable 
purpose 

• Higher income tax 
deductibility limitations. 

• Not subject to private 
foundation rules 

• Privately funded entity 
which advances charitable 
purpose through grant-
making 

• Can be controlled by 
donor/family 

• Lower income tax 
deductibility limitations. 

• Subject to private 
foundation rules 

• Private foundation which 
actively advances its 
charitable purpose 

• Can be controlled by 
donor/family 

• Higher income tax 
deductibility limitations. 

• Subject to private 
foundation rules 

• Asset placed in trust with 
donor retaining an income 
interest and making gift of 
remainder to charity 

• Income interest taxable to 
donor, but CRT itself tax-
exempt, allowing assets 
remaining in trust to grow 
tax-deferred 

Supporting 
Organization 

Private Non-Operating 
Foundations Operating Foundation Public Charity/Donor 

Advised Fund 
Charitable Remainder 

Trust (CRT) 
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Illiquidity and Life Insurance  

Morgan Stanley Smith Barney LLC. does not give legal or tax advice. Investors should consult their own legal, tax investment or other advisors, at both the onset of any transaction 
and on an ongoing basis to determine the laws and analyses applicable to their specific circumstances. 

• Life insurance owned outside of the client’s taxable estate can provide liquidity to help 
pay the estate tax 

Donor/Insured  Irrevocable Life Insurance Trust 

Cash Proceeds  

Estate of Insured  

Illiquid Assets  

Annual gifting for premium payments 

Cash can be used to purchase illiquid 
assets or loaned to the estate 
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Important Disclosure 

This material has been prepared for informational purposes only and is subject to change at any time without further notice. Information contained herein is based 
on data from multiple sources and Morgan Stanley Smith Barney LLC makes no representation as to the accuracy or completeness of data from sources outside of 
Morgan Stanley Smith Barney LLC. It does not provide individually tailored investment advice. Be aware that particular legal, accounting and tax restrictions, 
margin requirements, commissions and transaction costs applicable to any given client may affect the consequences described, and these analyses will not be 
suitable to discuss with every client. The appropriateness of a particular investment or strategy will depend on an investor’s individual circumstances and 
objectives.  

Morgan Stanley Smith Barney LLC does not accept appointments nor will it act as a trustee but it will provide access to trust services through an appropriate third-
party corporate trustee. 

Insurance products are offered in conjunction with Morgan Stanley Smith Barney LLC’s licensed insurance agency affiliates. 

Since life insurance is medically underwritten, you should not cancel your current policy until your new policy is in force. A change to your current policy may incur 
charges, fees and costs. A new policy will require a medical exam. Surrender charges may be imposed and the period of time for which the surrender charges 
apply may increase with a new policy. You should consult with your own tax advisors regarding your potential tax liability on surrenders. 

Tax laws are complex and subject to change. This information is based on current federal tax laws in effect at the time this was written. Morgan Stanley Smith 
Barney LLC, its affiliates, and Financial Advisors do not provide tax or legal advice. Clients should consult their tax advisor for matters involving taxation and tax 
planning and their attorney for matters involving trust and estate planning and other legal matters.   
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