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{a) Initial taxes.- lTPl FTB DEPT PUBLIC COMMENT

(1) On self-dealer.~-There is hereby imposed a tax on each act of self-dealing between a
disqualified person and a private foundation. The rate of tax shall be equal to 10 percent
of the amount invoived with respect to the act of seif-d ealing for each year (or part
thereof) in the taxable period. The tax imposed by this paragraph shall be paid by any
disqualified person {other than a foundation manager acting only as such) who
participates in the act of self-dealing. in the case of a government official (as defined in
section 4946(c)), a tax shall be imposed by this paragraph only if such disqualified person
participates in the act of seif-dealing knowing that it is such an act.

(2) On foundation manager.--in any case in which a tax is imposed by paragraph (1),
there is hereby imposed on the panlicipation of any foundation manager in an act of self-
dealing between a disqualified person and a private foundation, knowing that it is such an
act, a tax equal to 5 percent of the amount involved with respect to the act of self-dealing
for each year {or part thereof) in the taxable period, uniess such participation is not willful
and is due to reasonable cause. The tax imposed by this paragraph shali be paid by any
foundation manager who participated in the act of self-dealing.

(b) Additional taxes.--

(1) On self-dealer.--In any case in which an initial tax is imposed by subsection (a)(1) on
an act of self-dealing by a disqualified person with a private foundation and the act is not
corrected within the taxable period, there is hereby imposed a tax equal to 200 percent of
the amount involved. The tax imposed by this paragraph shall be paid by any disqualified
person (other than a foundation manager acting only as such) who participated in the act
of self-dealing.

(2) On foundation manager.~-In any case in which an additional tax is imposed by
paragraph (1), if a foundation manager refused to agree to part or alf of the correction,
there is hereby imposed a tax equal to 50 percent of the amount involved. The tax
imposed by this paragraph shall be paid by any foundation manager who refused to agree
{o part or all of the correction.

{c) Specia!l rules.--For purposes of subsections (a) and (b)--

(1) Joint and several liability.—If more than one person is liable under any paragraph of
subsection (a) or (b) with respect to any one act of self-dealing, all such persons shall be
jointly and severally liable under such paragraph with respect to such act.

(2) 20,000 limit for management.--With respect to any one act of self-dealing, the

maximum amount of the tax imposed by subsection (a)(2) shall not exceed $20,000, and TAXPAYER EXHI BlT

the maximum amount of the tax imposed by subsection (b)(2) shall not exceed $20,000. B3
(d) Self-dealing.- January 26, 2016
Robert W. Hoiman and Margaret E. Holman
(1) In general.--For purposes of this section, the term “self-dealing”™ means any direct or 856805
indirect--
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& 4947. Application of taxes to certain nonexempt trusts

Currentness

(a) Application of tax.--

(1) Charitable trusts.--For purposes of part Il of subchapter F of chapter 1 (other than
section 508(a), (b), and (c)) and for purposes of this chapter, a irust which is not exempt
from taxation under section 501(a), all of the unexpired interests in which are devoted to
one or more of the purposes described in section 170{(c){2)(B), and for which a deduction
was allowed under section 170, 545(b)(2), 642(c), 2055, 2106(a)(2), or 2522 {or the
corresponding provisions of prior law), shall be treated as an organization described in
section 501(c){3). For purposes of section 509(a)(3)(A)}, such a trust shail be treated as if
organized on the day on which it first becomes subject to this paragraph.

(2) Split-interest trusts.--In the case of a trust which is not exempt from tax under
section 501(a), not all of the unexpired interests in which are devoted to one ar more of
the purposes described in section 170(c){2)(B), and which has amounts in trust for which
a deduction was allowed under section 170, 545(b)(2), 642(c), 2055, 2106(a)(2), or 2522,
section 507 (relating to termination of private foundation status), section 508(e) (relating
to governing instruments) to the extent applicable to a trust described in this paragraph,
section 4941 (relating to taxes on self-dealing), section 4943 (relating to taxes on excess
business holdings) except as provided in subsection (b)(3), section 4944 (relating to
investments which jeopardize charitable purpose) except as provided in subsection (b)(3),
and section 4945 (relating to taxes on taxable expenditures) shail apply as if such trust
were a private foundation. This paragraph shall not apply with respect to--

(A) any amounts payable under the terms of such trust to income beneficiaries, uniess a
deduction was allowed under section 170(f}(2)(B), 2055(e)(2)(B), or 2522(c)(2)(B),

{B) any amounts in trust other than amounts for which a deduction was allowed under
section 170, 545(b)(2), 642(c), 2055, 2106(@)(2), or 2522, if such other amounts are
segregated from amounts for which no deduction was allowable, or

{C) any amounts transferred in trust before May 27, 1969.

(3) Segregated amounts.--For purposes of paragraph (2)(B), a trust with respect to which
amounts are segregated shall separately account for the various income, deduction, and
other iterns praperly attributable to each of such segregated amounis,

(b) Special rules.--

(1) Regulations.--The Secretary shali prescribe such regulations as may be necessary to
carry out the purposes of this section.

(2) Limit to segregated amounts.--If any amounts in the trust are segregated within the
meaning of subsection (a)(2)(B) of this section, the value of the net assets for purposes of
subsections (c)(2) and (g) of section 507 shall be limited to such segregated amounts.

(3) Sections 4943 and 4944.--Sections 4943 and 4944 shall not apply to a trust which is
described in subsection (a)(2) if--
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Code of Federal Regulations
Title 26. Internal Revenue
Chapter I. Internal Revenue Service, Department of the Treasury
Subchapter D. Miscellaneous Excise Taxes
Part 53. Foundation and Similar Excise Taxes (Refs & Annos)
Subpart H. Application to Certain Nonexempt Trusts

26 C.F.R. § 53.4947-1, Treas. Reg. § 53.4947-1
§ 53.4947—1 Application of tax.

Currentness

{a) In general. Section 4947 subjects trusts which are not exempt from taxation under
section 501(a), alf or part of the unexpired interests in which are devoted to one or more of
the purposes described in section 170{c){2){B), and which have amounts in trust for which a
deduction was allowed under section 170, 545(b)(2), 556(b)(2), 642(c), 2055, 2106(a)(2), or
2522 to the same requirements and restrictions as are imposed on private foundations. The
basic purpose of section 4947 is to prevent these trusts from being used to avoid the
requirements and restrictions applicable to private foundations. For purposes of this section,
a trust shall be presumed (in the absence of proof to the contrary) to have amounts under
section 170, 545(b)(2), 556(b)(2), 642(c), 2055, 2106(a)(2), or 2522 if a deduction would
have been allowable under one of these sections. Also for purposes of this section and §
53.4947-2, the term “purposes described in section 170(c)(2}{B)” shall be treated as
including purposes described in section 170(c)(1).

(b} Charitable trusts-{1) General rute. (i) For purposes of this section and § 53.4847-2, a
charitable trust, within the meaning of section 4947(a)(1), is a trust which is not exempt from
taxation under section 501(a), ail of the unexpired interests in which are devoted to one or
more of the purposes described in section 170(c)(2)(B}, and for which a deduction was
allowed under section 170, 545(b)(2), 556(b)(2), 642(c), 2055, 2106(a)(2), or 2522 (or the
corresponding provisions of prior law). A trust is one for which a deduction was allowed
under section 842(c), within the meaning of section 4947(a)(1), once a deduction is allowed
under section 642(c) to the trust for any amount paid or permanently set aside. (See
sections 842(c) and § 1.642-4 for the limitation on such deduction in certain cases.) A
charitable trust (as defined in this paragraph) shall be treated as an organization described
in section 501(c}{3) and, if it is determined under section 509 that the trust is a private
foundation, then Part If of Subchapter F of chapter 1 of the Code (other than section 508 (a),
(b) and (c) and chapter 42 shall apply to the trust. However, the charitable trust is not treated
as an organization described in section 501(c)(3) for purposes of exemption from taxation
under section 501(a). Thus, the trust is subject to the excise tax on its investment income
under section 4340(b) rather than the tax imposed by section 4940(a). For purposes of
satisfying the organizational test described in § 1.501(c)(3)~1(b) when a charitable trust
seeks an exemption from taxation under section 501(a), a charitable trust (as defined in this
paragraph) shall be considered organized on the day it first becomes subject to section 4947
(a)(1). However, for purposes of the special and transitional rules in section 4940(c)(4)(B),
4942(f)(4), 4943(c)(4)(A)(t) and (B) and section 101(1)(2)(A), {B), (C), and (D), and (1)(3) of
the Tax Reform Act of 1969, a charitable trust (as defined in this paragraph) shall be
considered organized on the first day it has amounts in trust for which a deduction was
allowed (within the meaning of paragraph (a) of this section) under section 170, 545(b)(2),
556(b)(2), 642(c), 2055, 2106(a)(2), or 2522. Thus, under this rule, a trust may be treated as
a private foundation in existence on a date governing one of the applicable special and
transitional rules even though the trust did not otherwise become subject to the provisions of
Chapter 42 until a later date.

(ti) The provisions of paragraph (b){1) of this section may be illustrated by the following
examples:
Example 1. On January 30, 1970, X creates an inter vivos trust under which M receives 50
percent and N receives 50 percent of the trust's income for 10 years, and upon the
termination of which, at the end of the 10~year period, the corpus is to be distributed to O.
M, N and O are ali organizations described in section 501(c)(3) and X is allowed a deduction
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Code of Federal Regulations
Title 26. Internal Revenue
Chapter L. Internal Revenue Service, Department of the Treasury
Subchapter D. Miscellaneous Excise Taxes
Part 53. Foundation and Similar Excise Taxes (Refs & Annos)
Subpart B. Taxes on Self-Dealing (Refs & Annos)

26 C.F.R. § 53.4941(a)-1, Treas. Reg. § 53.4941(a)-1
§ 53.4941(a)—1 Imposition of initial taxes.

Currentness

(a) Tax on self-dealer--(1) In general. Section 4941(a)(1) of the code imposes an excise
tax on each act of self-dealing between a disqualified person (as defined in section 4946(a)}
and a private foundation. Except as provided in subparagraph (2) of this paragraph, this tax
shall be imposed on a disqualified person even though he had no knowledge at the time of
the act that such act constituted self-dealing. Notwithstanding the preceding two sentences,
however, a transaction between a disqualified person and a private foundation will not
constitute an act of self-dealing if:

(i) The transaction is a purchase or sale of securities by a private foundation through a
stockbroker where normal trading procedures on a stock exchange or recognized over-
the-counter market are followed,

(i} Neither the buyer nor the seller of the securities nor the agent of either knows the
identity of the other party involved; and

(iif) The sale is made in the ordinary course of business, and does not involve a block of
securities larger than the average daily trading volume of that stock over the previous 4
weeks.

However, the preceding sentence shall not apply to a transaction involving a dealer who
is a disqualified person acting as a principal or to a transaction which is an act of self-
dealing pursuant to section 4941(d)(1)(B) and § 53.4941(d)-2(c)(1). The tax imposed by
section 4941(a)(1) is at the rate of 5 percent of the amount involved (as defined in
section 4941(e)(2) and § 53.4941(e)-1(b)) with respect to the act of self-dealing for
each year or partial year in the taxable period (as defined in section 4941(e)(1)) and
shall be paid by any disqualified person (other than a foundation manager acting only in
the capacity of a foundation manager) who participates in the act of self-dealing.
However, if a foundation manager is also acting as a self-dealer, he may be liable for
both the tax imposed by section 4941(a)(1) and the tax imposed by section 4941(a)(2).

(2) Government officials. In the case of a government official (as defined in sec. 4946
(a)), the tax shall be imposed upon such government official who participates in an act
of self-dealing, only if he knows that such act is an act of self-dealing. See paragraph
(b)(3) of this section for a definition of knowing.

(3) Participation. For purposes of this paragraph, a disqualified person shall be treated
as participating in an act of self-dealing in any case in which he engages or takes part in
the transaction by himself or with others, or directs any person to do so.

(b) Tax on foundation manager--(1) In general. Section 4941(a)(2) of the code imposes
an excise tax on the participation of any foundation manager in an act of self-dealing
between a disqualified person and a private foundation. This tax is imposed only in cases in
which the following circumstances are present;

(i) A tax is imposed by section 4941(a)(1),

(11) Such participating foundation manager knows that the act is an act of self-dealing,
and

(i) The participation by the foundation manager is willful and is not due to reasonable
cause.
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Department of the Treasury
Internal Revenue Service

Instructions for Form 5227

Split-Interest Trust Information Return

Section references are to the Internal Revenue Code unless otherwise noted.

What’s New

® We have deleted last year’s line 17¢ for qualified
5-year gain and renumbered last year's line 17d for
unrecaptured section 1250 gain as line 17c.

® The ordering and netting rules for long-term capital
gains have changed to reflect the removal of the
transition year rules for 2003. See page 5 for more
information.

Photographs of Missing Children

The Internal Revenue Service is a proud partner with the
National Center for Missing and Exploited Children.
Photographs of missing children selected by the Center
may appear in instructions on pages that would otherwise
be blank. You can help bring these children home by
looking at the photographs and calling 1-800-THE-LOST
(1-800-843-5678) if you recognize a child.

General Instructions

Purpose of Form

Use Form 5227 to report the financial activities of a
split-interest trust described in section 4947(a)(2); and to
determine whether the trust is treated as a private
foundation and is subject to the excise taxes under
Chapter 42.

A charitable remainder annuity trust or unitrust is
exempt from federal income tax for any tax year if it:
® \Was created after July 31, 1969, and
® Has no unrelated business taxable income for the tax
year.

Even though the trust is exempt from federal income
tax, it must file Form 5227 each year.

Who Must File

All charitable remainder trusts described in section 664,
pooled income funds described in section 642(c)(5), and
charitable lead trusts (see Exception below) must fite
Form 5227.

Exception. Generally, a split-interest trust created
before May 27, 1969, is not required to file Form 5227.
However, if any amounts were transferred to the trust
after May 26, 1969, for which a deduction was allowed
under any of the sections listed under section 4947 (a)(2),
Form 5227 must be filed for the year of the transfer and
all subsequent years regardless of whether additional
transfers are made in subsequent years.

Charitable lead trusts and charitabie remainder trusts
whose charitable interests involve only war veterans’
posts or cemeteries described in sections 170(c)(3) and
170(c)(5), respectively, are not required to complete
Parts VI and Vil of Form 5227.

Note: Regulations section 1.6012-3(a)(6) references
Form 1041-B. Form 5227 replaces Form 1041-B.

Definitions

Split-interest trust. A split-interest trust is a trust that:
¢ |s not exempt from tax under section 501(a);

¢ Has some unexpired interests that are devoted to
purposes other than religious, charitable, or similar
purposes described in section 170{c)(2)(B); and

¢ Has amounts transferred in trust after May 26, 1969,

for which a deduction was allowed under one of the Code
sections listed in section 4947(a)(2).

A split-interest trust is subject to many of the same
requirements and restrictions that are imposed on private
foundations.

Recipient. A recipient is a beneficiary who receives the
possession or beneficial enjoyment of the unitrust or
annuity amount.

Foundation manager. A foundation manager is an
officer, director, or trustee (or an individual who has
powers or responsibilities similar to those of officers,
directors, or trustees). In the case of any act or failure to
act, the term foundation manager may also include an
employee of the trust who has the authority to act.

Disqualified person. A disqualified person is:

1. A substantial contributor;

2. A foundation manager;

3. A person who owns more than 20% of a
corporation, partnership, trust, or unincorporated
enterprise, which is itself a substantial contributor;

4. A member of the family of an individual in the first
three categories; or

5. A corporation, partnership, trust, or estate in which
persons described in 1, 2, 3, or 4 above own a total
beneficial interest of more than 35%.

6. For purposes of section 4943 (excess business
holdings), a disqualified person also includes:

a. A private foundation which is effectively controlied
(directly or indirectly) by the same persons who contro!
the trust in question, or

b. A private foundation substantiaily all of the
contributions to which were made (directly or indirectly)
by the same person or persons described in 1, 2, or 3
above, or members of their families, within the meaning
of section 4946(d), who made (directly or indirectly)
substantially all of the contributions to the trust in
question.

7. For purposes of section 4941 (self-dealing), a
disqualified person also includes certain government
officials. (See section 4946(c) and the relaled
regulations.)

Cat. No. 13228E
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Line 41—Mortgages and Other Notes
Payable

Enter the amount of mortgages and other notes payable
at the beginning and end of the year. Attach a schedule
showing, as of the end of the year, the total amount of all
mortgages payable and, for each nonmortgage note
payable, the name of the lender and the other information
specified in the line 28 instructions. The schedule should
also identify the relationship of the lender to any officer,
director, trustee, or other disqualified person.

Line 42—O0ther Liabilities

List and show the amount of each liability not reportable
on lines 38 through 41. Attach a separate schedule if
more space is needed.

Both annuity trusts and unitrusts should include any
advances from trustees on line 42. Unitrusts should alsc
include any unitrust amounts applicable to prior periods
that are unpaid as of the valuation date, since such
amounts reduce the net FMV of the trust’s assets.

Line 43— Total Liabilities

Columns (a} and (b) (and column (c) if a unitrust) must
always have an entry, even if it is zero.

Line 47—Total Liabilities and Net Assets

Columns (a) and (b) {and column (c) if a unitrust) must
always have an entry, even if it is zero.

Part V-A and B—Charitable
Remainder Trust information

Line 49a

Enter the unitrust fixed percentage (which may not be
fess than 5% or more than 50%).

If there is more than one unitrust recipient, attach a
schedule showing the percentage of the total unitrust
doltar amount payable to each recipient. The sum of
these individual shares should be 100%.

Line 49b
This line must always have an entry, even if it is zero.

Line 50a

Enter the trust’s 2004 accounting income determined
under the terms of the governing instrument and
applicable local law. Do not'include extraordinary
dividends or taxable stock dividends that are determined
under the governing instrument and applicable local law
to be allocable to corpus.

Line 51a
Figure the total accrued distribution deficiencies from
previous years as follows.
1. Aggregate the unitrust’s net asset FMV for each
previous year.
2. Muitiply 1 above by the unitrust’s fixed percentage.
3. From the result in 2, subtract the aggregale trust
income that was distributed for previous years.

Line 52

Enter the total 2004 unitrust distributions reported in Part
Hi

Line 53

Use this amount to determine future accrued distribution
deficiencies.

and’ dlsqua ified persons,
'® The section 4943 tax on excess business holdmgs

=
4

Short tax years. To figure the annuity amount (line 48b)
or the unitrust amount (line 52) for short tax years,
muitiply the annuity or unitrust amount by the number of
days in the trust’s tax year, and then divide the result by
365 (or 366 for leap years).

For a unitrust whose governing instrument provides for
an income exception, if no valuation date occurs before
the end of the trust's tax year, value the trust's assets as
of the last day of the trust’s tax year.

Part VI-A and B—Statements
Regarding Activities

Answer every question in these sections. If a line does
not apply, enter "N/A.”

Part VI-A
Line 1

A split-interest trust must have a governing instrument
that requires the trust to act or refrain from acting so as
not to engage in an act of self-dealing under section 4941
or subject it to the excise taxes under section 4943,
4944, or 4945. The trust may satisfy the requirements
either by express language in its governing instrument or
by the operation of state law which imposes the above
requirements on the trust or treats these requirements as
being contained in the governing instrument. If a trust
claims it satisfies the requirements of section 508(e) by
operation of slate law, the provisions of state law must
effectively impose the requirements of section 508(e) on
the trust.

If, however, the state law does not apply to a
governing instrument which contains mandatory
directions conflicting with any of its requirements and the
trust has such mandatory directions in its governing
instrument, then the trust has not satisfied the
requirements of section 508(e) by the operation of that
state law. ’

Part VI-B

Complete Fart VI-B to determine whether the trust has

complied with the applicable Chapter 42 rules relating to

private foundations and whether the trust, trustee,

dtsqua ified persons, or some combxnatlon of these may
f El

® The section 4944 tax: on' nvestments that jeopardize
the trust’s charitable purposes, ‘and "
o The sectlon 4945 tax on taxable expendltures

“The spht»:nterest trust pays these taxes 6n Form 4720.
For a detailed explanation of each of these taxes, see the
Instructions for Form 4720.

The excise taxes on private foundations do not apply
to any amounts:

1. Payable under the terms of the trust to income
beneficiaries, unless a deduction was allowed under
section 170(f)(2)(B), 2055(e)(2)(B), or 2522(c)(2)(B);

2. In trust for which a charitable contribution deduction
was not allowed under any provision of the Code, if the
amounts are segregated (as defined in section
4947(a)(3)) from amounts for which a deduction was
allowable; or

3. Transferred in trust before May 27, 1969.
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Part VIl—Questionnaire for Charitable
Lead Trusts, Pooled Income Funds,
and Charitable Remainder Trusts

Section A—Charitable Lead Trusts

Line 1

The information on this line is used to determine whether
sections 4943 and 4944 apply for 2004.

Line 3

Enter the amount for payments described in sections
170(f)(2)(B), 2055(e)(2)(B), and 2522(c)}(2)}B).

Line 4

Enter the amount for payments permitted by Regulations
sections 1.170A-6, 20.2055-2, and 25.2522(c)-3.

Section B--Pooled Income Funds

Line 2

Upon termination of the income interest retained or
created by a donor, the trustee is required to sever from
the fund an amount equal to the value of the remainder
interest in the property upon which the income interest is
based. The amount severed from the fund must either be
paid to, or retained for the use of, the designated public
charity, as provided in the governing instrument. See
Regulations section 1.642(c)-5(b)(8) for valuation
procedures.

Section C— Chantab!e Remainder Trusts
and Other Informatlon

Line 2

ifa charrtable rema;nder annurty trust or certarn :
charitable remainder unitrusts pay the annlity or unltrust
amount after the close of the tax year, and:

.1.-The'payment i§ made Wwithin a reasonab[e time

" after the close of the tax year, and

.. 2. Tothe extent the payment is charactenzed as’ .
" corpusfroma property distribution (other than cash) the
trustee treats any income generated by, the’ distribution as

““gecurring on the last day ‘of the tax year for which the

annuity or. rust amount is_ due; then, the: annurty trust

itrusts w;ll not be deemed to have
. Engaged in self- deahhg (sectron 4941)
e Unrelated debt-financed income (sectaon 514)
..® Received an additional contribution (Regulations
" section 1.664-2(b) and 1.664- -3(b)), or
‘@ Failed to function ‘exclusively as a charrtab!e remainder
trust (Regulations section 1.664-1(a)(4)). ‘

“See Regutatrons sections 1.664-2(a)(1) and
1.664-3(a)(1) for more i nformatron

Under Regulations section 1.664- 1(d)(5), a distribution
of property (other than cash) is treated as a sale by the
trust.

Note: You must report the incame (gain) generated by
the property distribution (discussed above) on Part | of
Form 5227 for the current tax year.

Trusts created before December 10, 1998. The
election in Regulations sections 1.664-2(a)(1)(i)}(a)(2) and

()

1.664-3(a)(1)(i)(g)(2) does not apply to charitable
remainder annuity trusts and certain charitable remainder
unitrusts whose annuity or unitrust amount is 15% or
less.

Signature

Form 5227 must be signed by the trustee or by an
authorized representative.

If you as trustee (or an employee or officer of the
trust), filt in Form 5227, the Paid Preparer's space should
remain blank. If someone prepares this return without
charge, that person should not sign the return.

Generally, anyone who is paid to prepare a tax return
must sign the return and fill in the other blanks in the Paid
Preparer's Use Only area of the return.

If you have questions about whether a preparer is
required to sign the return, please contact an IRS office.

The person required to sign the return as the preparer
must:
® Compiete the required preparer information,
& Sign it in the space provided for the preparer's
signature (a facsimile signature is acceptable), and
e Give the trustee a copy of the return in addition to the
copy to be filed with the IRS.

Privacy Act and Paperwork Reduction Act Notice.
We ask for the information on this form to carry out the
Internal Revenue laws of the United States. You are
required to give us the information. We need it to ensure
that you are complying with these laws and to allow us to
figure and collect the right amount of tax. Section 6109
requires return preparers to provide their identifying
numbers on the return.

You are not required to provide the information
requested on a form that is subject to the Paperwork
Reduction Act unless the form displays a valid OMB
control number. Books or records relating to a form or its
instructions must be retained as long as their cantents
may become material in the administration of any internal
Revenue {aw. Generally, tax returns and return
information are confidential, as required by Code section
6103.

The time needed to complete and file this form wili
vary depending on individual circumstances. The
estimated average time is:

Recordkeeping . . . ... ... 65 hr., 17 min.
Learning about the law or
theform ..... .. ... . ... 11 hr., 24 min.
Preparing the form ., .. .. 19 hr., 24 min.
Capying, assembling, and
sending the form to IRS . . 1 hr., 52 min.

if you have comments concerning the accuracy of
these time estimates or suggestions for making this form
simpler, we would be happy to hear from you. You can
write to the Internal Revenue Service, Tax Products
Coardinating Committee, SE:W:CAR:MP:T:T:SP, Room
6406, 1111 Constitution Ave. NW, Washington, DC
20224. Do not send the tax form to this address. Instead,
see Where To File on page 2.
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9 D-7305 SPLIT-INTEREST TRUSTS DEFINED FOR PURPOSES OF THE
PRIVATE FOUNDATION RULES.

For purposes of the private foundation rules (see D-7200 et), a split-interest trust is a trust
that—

1 is not exempt from tax under {RC s 501(a) (see D-4000 et),

2 has unexpired interests, not all of which are devoted to charitable purposes (see K-28686),
and

3 has amounts in trust for which deductions were atfowed under IRC s 170 (the income tax
charitable deduction}, IRC s 842(c) (the income tax charitable deduction by an estate or
trust), IRC s 2055 (the estate tax charitable deduction), or IRC s 2522 (the gift tax charitabie
deduction). ¥

A trust qualified as a split-interest trust where one of its beneficiaries, a newspaper
company, had a noncharitable purpose. **

Also included is any trust that isn't treated as a charitable trust by operation of the rule (see
D-7303) relating to split-interest trusts in the process of winding up or during a reasonable
period of settiement. The private foundation rules apply from the first date upon which those
provisions are satisfied. '°

Split-interest trusts are treated the same as private foundations with regard to the following:
.. termination of private foundation status { D-7220 et),

... governing instruments ( D-7219),

.. taxes on excess business holdings ( D-7800 et),

.. taxes on investments which jeopardize charitable purposes ( D-7900 et), and

... laxes on taxable expendilures ( D-8000 et). ¢

IRS has provided sampie provisions of governing instruments for spiit income trusts. '’ See
the Appendix to this Chapter.

For when split-interest trusts are not subject to the taxes on excess business holdings and/or
investments which jeopardize charitable purposes, see D-7306.

The rules to which split-interest trusts are subject do not apply with respect to:

... any amounts payable under the terms of a trust to income beneficiaries unless a
charitable deduction was allowed for income, estate, or gift tax purposes; '*

... any amounts in trust other than amounts for which a charitable deduction was aliowed, if
these other amounts were segregated; *® or

... any amounts lransferred in trust before May 27, '69.%°
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ltustration H creates a charitable remainder unitrust {CRUT) (see K-3291 et} which is
required annually to pay to W, H's wife, 5% of the net fair market value of the trust assets,
valued annualiy, for her iife, and {o pay the remainder o Y, a charitable organization. An
income tax charitable deduction was allowed with respect to Y's remainder interest. Under
IRC s 4947(a){2){A) {footnote 18}, each annual amount which becomes payable to W during
her life is not subject to the excise taxes for private foundations on or after the date upon
which it becomes so payable, and the payment of each amount to W is not an act of self-
dealing (see D-7600 et) and does not violate any other provision of the excise tax ruies on
private foundations. Except for this rule, however, the trust is subject to the excise taxes
under private foundation rules in the same manner as any other split-interest trust, 2% !

Hustration D set up a CRUT (X). D's wife, A, was the life beneficiary of X, and D's daughter,
B, was the successor life beneficiary of X. C was the charitable remainder beneficiary and
trustee of X. When X was created, D received a deduction for the present value of the future
interest of C. But no deduction for income, gift, or estate tax purposes was taken at any time
for the life beneficiaries' interests. A and B wanted to terminate and partition X, and C
agreed to the termination and partition. Under the termination and partition of X, the fife
beneficiaries and the charitable remainder beneficiary were each distributed the present
value of their respective interests in the trust assets. Under IRC s 4847(a}(2){A} (footnote
18}, the excise taxes for private foundations applied only with respect to amounts payable
under the terms of the trust to the charitable remainder beneficiary, because no deduction
was taken for income, gift, or estate tax purposes for amounts payable to the life
beneficiaries. Thus, the termination and partition of X and later distribution to the life
beneficiaries and the charitable remainder beneficiary were not direct or indirect acts of self-
deatling, and did not cause the imposition of any other excise taxes.?"2

Where amounts in lrust are segregated, the trust must separately account far the various
income, deduction and other items attributable to each segregated amount. ¢!

When a private foundation represented itself to IRS for over 20 years as an exempt
organization and IRS treated it as such, the foundation couidn't claim status as a split-
interest trust. 2%

Footnotes
13 IRC s 4947(3)(2).
14 Hammond, E. Wesley v. U.S., (1984, DC CT) 53 AFTR 2d 84-1528, 584 F

Supp 163, 84-1 USTC Y9387, affd (1985, CAZ} 56 AFTR 2d B5-5256, 764 F2d
88, 85-2 USTC Y9453,

15 Treas. Reg. § 53.4947-1(c){(1)(i).

16 IRC s 4947(a){(2); Treas. Reg. § 53.4947-1(c)(1)(ii).

17 Rev. Rut. 74-368, 1974-2 CB 390.

18 IRC s 4947(a)(2)(A); Treas. Reg. § 53.4947-1(c)(2)(i).

19 IRC s 4947(a)(2)(B); Treas. Reg. § 53.4847-1(c)(3); Treas. Req. § 53.4947-1
{c)(4).

20 IRC s 4947(a)(2)(C).

201 Treas. Reg. § 53.4947-1(c)(2)(ii).

202 PLR 8647007,

21 [RC s 4947(a}(3).

22 Gladney, William Kelley v. Com., (1984, CA5) 54 AFTR 2d 84-6350, 745 F2d

955, 84-2 USTC 19917, revg & remg(1982) TC Memo 1982-708, PH TCM
182708, 45 CCH TCM 280.

FTC {] D-7305
End of Document © 2016 Thamson Reuters. No claim to originat U.S. Govemment Works
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Explanations
internal Revenue Code [sec. ] 4947
P 49,474 Cerlain nonexempt trusts

{RC 4947
P 49,474 CERTAIN NONEXEMPT TRUSTS.

Generally, IRC § 4947 imposes many of the private foundation requirements and restrictions
on nonexempt charitable trusts to prevent taxpayers from avoiding these restrictions by
using nonexempt trusts instead of private foundations.

Charitable trusts. A trust that isn't exempt under the rules explained at P 5014 ef seq., and
in which all of the unexpired interests are devoted to cerlain public purposes Is treated as a
private foundation (but not an exempt organization) if charitable contributions to it were
aliowed as deductions under IRC § 170, or simitar provisions. The public purposes required
are those listed in IRC § 170(c}(2)(B). These are religious, charitable, scientific, literary or
educationa! purposes, a purpose to foster national or international amateur sports
competition, or the prevention of cruelty to children or animals. For such trusts, the audit fee
tax explained at P 49,404 is calculated in the same way as for a taxable foundation. Treas.
Reg. § 53.4947-1(b){1){i}), P 49,472. An estate that must distribute ail net assets to charitable
beneficiaries isn't treated as a private foundation during estate administration unless it's
considered terminated under Treas. Reg. § 1.641(b)-3. If a charitable trust is created by will,
it's generally treated as a private foundation as of the decedent-grantor's death. Treas. Reg.
§ 53.4947-1(b)(2). A revocable trust that becomes irrevocable on the grantor's death, and
from which the trustee must distribute all net assets to beneficiaries, or in which the trustee
must hoid some or all of the net assets after it becomes irrevocable isn't treated as a private
foundation for a reasonable settlement period. Treas. Reg. § 53.4947-1(b)(2)(v) and Treas.
Reg. § 53.4947-1(b)(2)(vi). A reasonable period is also available to a charitable trust created
by will and required to distribute alt net assets.

Split-interest trusts. Split-interest trusts are trusts in which some of the unexpired interests
are devoted to the charitable purposes listed in IRC § 170(c}{2)(B} and some are not. As in
the case of charitable trusts, they are subject to special rules if they are not exempt and
have received deductible contribulions. They are treated as private foundations for purposes
of the taxes on;

- seif-dealing, P 49,414,

- excess business hotdings, P 49,434,
- jeopardy investments, P 49,444, and
- taxable expenditures, P 49,454,

They are also subject to the termination provisions and governing instrument requirements
under {RC § 4947(a)(2). However, the termination of private foundation provisions under IRC
§ 507(a) do not apply to split-interest trusts because of a distribution of quaiified employer
securities to an employee stock ownership pian in a qualified gratuitous transfer (see P
6644.05). IRC § 4947(b)(4) The excess business holdings and jeopardy investment taxes do
not apply if either all the income {and none of the remainder) interest of the trust is devoted
solely to IRC § 170{c}{2)(B) purposes and the charitable deduction amounts do not exceed
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60% of the value of all amounts in the trust, or amounts payable to every remainder
beneficiary, but none of the income beneficiaries, were deductible as charitable
contributions. IRC § 4947(b)(3).

Amounts payable by the trust terms to incorme beneficiaries aren't taxed unless they were
deducted under [RC § 170(f){2}(B), IRC § 2055(e){2)(B) or IRC § 2522(c){2)(B) Any amounts
in trust aren't faxed if no charftable deduction was allowed for them and they are segregated
from deducted amounts so that the trust can be treated as 2 separate trusts, Treas. Reg. §
53.4947-1(c)(2) and Treas. Reg. § 53.4947-1(c){3). The trust must separately account for
income, deduction and other items properly attributable to the segregated amounts under
the rules of Treas. Reg. § 53.4947-1(C)(4).

Transfers in trust before May 27, 1969, are not subject to the split interest trust rules above.
Neither are income from or proceeds on the sale or exchange of the transferred assets.
Transitional rules are in Treas. Reg. § 53.4947-t(c)(5).

RIA Internal Revenue Code
Links to Internal Revenue Code Section

RIA Treasury Regulations
Links to Treasury Regulations

RIA USTR Annotations
Links to USTR Annotations

RIA USTR Committee Reports
Links to USTR Committee Reports

USTR P 49,474
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9 Mertens Law of Fed. Income Tax'n § 34:56

Mertens Law of Federal income Taxation
Database uipdated January 2016
Chapter 34. Exempt Organizations
Revised by
Scott Shimick, JD, LLM
Underberg & Kessler LLP, Rochester, New York
}i. Charitable Organizations
D. Private foundations
7. Nonexempt Trusts and Foreign Organizations

§ 34:56. Application of private foundation rules to certain
nonexempt trusts

Nonexempt charitable trusts are subject to most af the same rules and restrictions that are
imposed on private foundations. ! A charitable trust is treated as a Section 501(c)(3)
organization for the purposes of the private foundation rules and restrictions, if; (1} itis not
exempt from taxation under Section 501(a); (2) all its unexpired beneficial interests are
devoted to charity; and {3) an income, gift, or estate tax deduction was allowed for its
charitable interest. 2

A nonexempt charitable trust? that is a private foundation must terminate its private
foundation status pursuant to Section 507 before it can be excluded from such status
under Section 509(a)(3}.* Termination, which refers to the organization's legal status,
rather than to its operationat status, ® generally requires that the organization notify the
Service of its intent to accomplish such termination. ©

A "split-interest” trust, which is a trust which has a noncharitable income beneficiary and a
charitable remainder beneficiary or vice versa, is also treated as a private foundation for
the purposes of certain, but not afl, the ruies and restrictions. Such a split-interest trust
must not be exempt from taxation under Section 501(a) and have amounts in trust for
which an income, gift, or estate tax deduction was allowed.’

The restrictions applying to nonexempt charitable trusts are: (1) Section 507, relating to
the termination of private foundation status; (2) Section 508(e}, relating to governing
instruments; (3} Section 4941, relating 1o self-dealing; (3} Section 4943, relating to excess
business holdings; (4) Section 4944, relating to jeopardy investments; and {5) Section
4945 reiating to taxable expenditures. Section 4942, relating to failure to distribute income,
and Section 4940, relating to the excise tax on investment income, are applicable only
when all of the interests in the trusts are charitable.? A nonexempt charitable trust will not
be treated as a "substantial contributor” far purposes of Section 4941. Sections 4943 and
4544 apply to charitable trusts, but do not apply to split-interest trusts if: (1) all the income
interests are devoted to charity and the beneficial interest of the charity is not more than
60% of the value of the trust praperty;® or (2) if the only interest of the charity in the trust
is as a remainderman. ' At such time as the charitable remainder interest comes into
possession, however, the excess business holdings and the jeapardy investment
restrictions become applicable. !

Westlaw. & 2016 Thomson Reuters. No Claim to Orig. U.S. Govi. Works.

Footnotes

1 LLR.C. § 4947
See Rev. Rul. 74-368, 1974-2 CB 390, for examples of governing instrument
provisions of LR.C. § 4947(a){2}, L.R.C. § 4947(b)(3) split-income trusts that
meet the requirements of 1.R.C. § 508(e).

2 £R.C. § 4947(a)(1).
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Nonexempt trusts created to perpetuate family controf of a business
corporation under which income payments were made to life beneficiaries with
remainder interests passing to a charitable foundation were considered private
foundations under 1.R.C. § 4947(aj}(1). Peters v. U. S., 224 Ct. Ci. 222, 624
F.2d 1020, 80-2 U.S. Tax Cas {CCH) P 9510, 46 A.F.T.R.2d B0-5278 (1980}.

3 I.R.C. § 4047(a}{1).
4 Rev. Rul. 76-92, 1976-1 CB 160.
5 Gladney v. C.LR., 745 F.2d 955, 84-2 U.S. Tax Cas. (CCH) P 9917, 54

AF.T.R.2d 84-6350Q (5th Cir. 1984} (holding that a taxpayer's failure to notify
the Service was not excused by the Service's failure to promuigate
Regulations under |.R.C. § 507{a}{1) by the time the challenged distributions

were made).
B L.R.C. § 507{(a){1).
7 I.R.C. § 4947(a}{2); S Rep No. 552, 91st Cong, 1st Sess 94.

See Gladney v. C.I.R,, 745 F.2d 855, 84-2 U.S. Tax Cas. (CCH) P 9917, 54
A.F.T.R.2d 84-6350 (5th Cir. 1584} (holding that a private foundation was not a
split-interest trust because it represented itself and was treated as an exempt
organization for over 20 years).

3 LR.C. § 4947(a){1), {2).

Unrelated business income taxable under I.R.C. § 6841(a), is not includible in
the gross invesiment income of LR.C. § 4947(a)(1) nonexempt charitable trust
in determining the tax on its investment income under {.R.C. § 4540. Rev. Rul,
74-497, 1974-2 CB 383.

A home for aged women constitutes a private foundation and is not exempt
from the excise tax imposed under LR.C. § 4940, as it meets neither the *facts
and circumstances” test nor the one-third support test for publicly supported
organizations. The one-third support test is set forth in Reg. § 1.170A-9(e){(2).
Trustees for the Home for Aged Womenv. U.S,, 86-1 U.S. Tax Cas. (CCH) P
9290, 57 A.F.T.R.2d 86-1261, 1986 WI_ 3494 (D. Mass. 1986}

9 Rev. Rul. 73-455, 1973-2 CB 167. See §§ 48:1 et seq..

10 1.R.C. § 4947 (b){3)(A}.

11 ER.C. § 4947(b)(3)(B).

End of Document © 2016 Thomson Reauters, Ha ciaim to aidginal S Govarmment Works.
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34 Am. Jur. 2d Federal Taxation § 20065

American Jurisprudence, Second Edition
February 2016 Update
Federal Taxation

{] 20000. Farmers—C ooperatives—Natural Resources—Banks—Tax-Exempt Organizations

11 20950. Taxation of Private Foundations.

References

120965. Trusts subject to private foundation rules.

Centain charitable trusts*® and split interest trusts ** may be subject to some of the private
foundation rules. The Code sets forth the provisions to which these trusts are subject® and

describes the limited circumstances in which these rules don't apply. !

® 2016 Thomson Reuters, 33-34B @ 2016 Thomson Reuters/RIA. No Claim to Orig. U.S.

Govt. Works. All rights reserved.
AMJUR FEDTAXN ¥ 20965

Footnotes

48 1. R.C. § 4947{a){(1).

49 1R.C. § 4947(a)(2).

50 ILR.C. § 4947(a).

1 LR.C. § 4947(b}.
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January 25, 2016

Robert W. Holman, Jr.

| am writing to confirm the following information as it relates to the Holman
Charitable Remainder Unitrust 02:

1. OnJanuary 1, 2008 the Parasol Tahoe Community Foundation, a 501{C)3
public charity incorporated in the state of Nevada, signed an agreement
to succeed the charitable beneficiary on the Holman CRUT originally
established on Decernber 16, 2002.

2. The Parasol Tahoe Community Foundation booked the completed gift on
January 9, 2009 totaling $2,353,777.66 which represented the value of the
Charitable Remainder Interest of $2,189,565.91 plus accrued interest due
to delayed payment.

Sincerely,

Claudia Andersen
CEO
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Form 5227 (2004}

Balance Sheet (see page 6 of the instructions)

(a) Beginning-of-Year (b} End-of-Year () FMV
Assets Book Value Book Value
25  Cash-non-interestbearing ... 25
26  Savings and temporary cash investments ... 26 40,240. 5,678,589, 40,240.
27 a Accounts receivable . . 27a
b s 27
28 Receivables due from officers, directors, trustees, and other
disqualified persons (attach schedule)  .............ccooiieeeeriiiiie.
29 a Other notes and loans receivable 29a
b e i 29b :
30  Inventories forsale OrUSe .. ..., 30
31 Prepaid expenses and deferred charges .. ... ... 31
32 a Investments - U.S. and state government obligations ... .. 322
b Investments - corporate stock (attach schedule} ... ... ... .. 32b
¢ !nvestments - corporate bonds (attach schedule)y ... ... 32c
33 a Investments - land, buildings, and equipment; STMT 6
basis . 33a
b Less: accumulated depreciation | 33D 4 ’ 662 7 879 8 7 000 7 000.
34 investments - other (attach scheduie) STATEMENT 7
35 a o "Iings and equipment: | 35a
B Less: accumutated depreciation . | 35b
36  Other assets (describe B>
37  Total assets (add fines 25 through 36) (must equalline 47) . | 37 4,703,119. 6,808,846, 8,040,240.
Liabilities
38  Accounis payable and accrued expenses ... ... 38
39 Deferred reVeNUS ... ... ._......c.ccooiiiiiiieiieieeeeeeeeeein 39
40 Loans from officers, directors, trustees, and cther disqualified persons | 40
41 Mortgages and other notes payable (attach schedule) ............... 41
42 Other fiabilities {describe P>
43  Total liabilities (add lines 38 through 42)
Net Assets
44 Trustprincipal OTCOTPUS ... ... ’ ’ I r
45 a Undistributed income ... e, <149,421. <70,146.
b Undistributed capital gains ... 2,026,532
¢ Undistributed nontaxable income 45¢ <283.p> <363
46 Total net assets (add lines 44 through 45¢) ... 46 4,703,119. 6,808,846
iabilities and net assets (add lines 43 and 46) ... a7 4,703,119. 6,808,846

remainder annuity trust)

Charitable Remainder Annuity Trust Information (to be compieted only by a section 664 charitabie

48 a Enter the initial fair market value (FMV} of the property placed in the trust .. e, 482
b Enterthe total annual annuity amounts for all recipients (attach schedule showing the amount for each recipient if more
YNAI ONBY oo e iiinen e rie et e 48b

remainder unitrust)

Charitable Remainder Unitrust Information (to be compieted only by a section 664 charitable

49 a

50 a

Enter the unitrust fixed percentage to be paid to the recipients .
if there is more than one recipient, attach a schedule showing the percentage of the total unitrust

dollar amount payable to each recipient.

Unitrust amount. Subtract line 43, column (c¢), from line 37, column (c), and multiply the result by the

percentage online 49a. ... s 20k O LTALTENMENT O
Nate: Complete fines 50a through 51b anly for those unitrusts whose governing instruments provide for determining
required distributions with reference to the unitrust's income. Otherwise, enter the amount from line 49b on fine 52.

Trust's accounting inCome 10r 2004 et
Enter the smaller of line 49b or line 50a here, and on line 52 on page 3, unless the Caution below applies .. ... ...
Caution: Lines S1a and b need to be completed by those unitrusts whose governing instruments provide for current
distributions to make up for any distribution deficiencies in previous years due to the trust incomne limit. See Regulations
section 1.664-3{a)(1}{i)(b}{2). For these trusts, when completing line 52 enter the smailer of fine 50a or line 51b.

SEE STATEMENT 8

43b

570,857.

50a

3,274,576.

50b

570,857.

424031

JWA

12-22-04

Form 5227 (2004)
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Form 5227 {2004)

51a Total accrued distribution deficiencies from previous years (see page 8 of the instructions) . . 51a 597,912.
b ADAfiNes 49D N 5TA e 51b 1,168,769,

52 Unitrust distributions fr 2004 52 1,168,769.

53 Carryover of distribution deficiency (subtract fine 52 from ne S1h) 53

54  Did the trustee change the method of determining the fair market value of the 8SSetS? [ Yes No

If "Yes," attach an explanation.
55 Were any additional contributions received by the trust during 20047 [__—] Yes No

if "Yes," attach a schedule that lists the assets and the date(s) received.

Statements Regarding Activities (see page 8 of the instructions)

Are the requirements of section 508(e) satisfied either:

« By the language in the governing instrument; or

e By state legisfation that effectively amends the governing instrument so that no mandatory directions
that conflict with the state faw remain in the governing instrument?

Are you using this return only to report the income and assets of a segregated amount under section

File Form 4720 if any item is checked in the "Yes” column (to the right), unless an exception applies.

1

Self-dealing (section 4941):
During 2004, did the trust (either diractly or indirectly):
(1) Engage in the sale or exchange, or leasing of property with a disqualified persen? ... ... ... ... [:l Yes No
(2) Borrow money from, lend money to, or otherwise extend credit to (or accept it from)
AAISQUAITIEA POTSON? ... ... ..o [ Jves [XIno
(3) Furnish gaods, services, or facilities to (or accept them from) a disqualified person? . ... ... ... [ ] Yes Na
(4} Pay compensation to, or pay or reimburse the expenses of, a disqualified person? No
(5) Transfer any income or assets to a disqualified person (or make any of either available
for the benefit or use of a disqualified PersOn)? [ Jves [(X] No
(6) Agree to pay money or property to a government official? (Exception. Check "No® if
the trust agreed to make a grant to ar to employ the official for a period after termination
of government service, if terminating within 90 08YS.) ... e [T ves [(XINo
If any answer s "Yes" to 1a (1) - (6), did any of the acts fail to qualify under the exceptions described in
Regulations sections 53.4941(d)-3 and 4, or in a current Notice regarding disaster assistance (see page 9
ofthe instructions)? e
Organizations relying on a current Notice regarding disaster assistance, check here
Did the trust engage in a prior year in any of the acts described in 1a, other than excepted acts, that were
not corrected before January 1, 20047 e ettt e es
Does section 4947(b){3)(A) or (B) apply? (See page 9 of the instructions.) (If “Yes," check
the ‘N/A" box in questions 3and 4.) . e Yes [_INo
Taxes on excess business holdings (section 4943): N/A
Did the trust hoid more than a 2% direct or indirect interest in any business enterprise
atany time during 20047 . e N/A... [dves [ Ine
It "Yes,” did the trust have excess business holdings in 2004 as a result of (1) any purchase by the trust
or disqualified persons after May 26, 1969; (2) the lapse of the 5-year period (or longer period approved
by the Commissioner under section 4943(c)(7)) to dispose of holdings acquired by gift or bequest; or (3)
the lapse of the 10~, 15-, or 20-year firstphase halding period? ... ... ... .. s
Use Schedule C, Form 4720 to determine if the trust had excess business holdings in 2004,
Taxes on investments that jsopardize charitable purposes (section 4944): N/A
Did the trust invest during 2004 any amount in a manner that would jeopardize its charitable purpose? ... ... o,
Did the trust make any investment in a prior year (but after December 31, 1969) that couid jeopardize its
charitable purpose that had not been removed from jeopardy before January 1, 20042
Taxes on taxable expenditures (section 4945) and political expenditures (section 4955):
During 2004 did the trust pay or incur any amount to:
(1) Carry on propaganda, or otherwise attempt to influence legislation (Section 4945(e))? ... ... ... ... D Yes No
(2) Infiuence the outcome of any specific public election (see section 4955); orto carry
on, directly or indirectly, any voler registration drive? ... e [ Ives No
(3) Provide a grant to an individual for travel, study, or other similar purposes? . ... ... E] Yes No
(4) Provide a grant to an organization other than a charitable, etc., organization described
in section 509(a)(1), (2), or (3), or section 4840(d)(2)? ... ... [ ves [XT Ne
{8) Provide for any purpose other than religious, charitable, scientific, literary, or
educational, ar for the prevention of cruelty to children oranimals? ... i D Yes No

424041
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TERMINATION AND DISTRIBUTION AGREEMENT
THE HOLMAN CHARITABLE REMAINDER UNITRUST 02

THIS TERMINATION AND DISTRIBUTION AGREEMENT (the “Agreement”) of
The Holman Charitable Remainder Unitrust 02 (the “CRUT”) is made effective as of this 1% day
of January, 2008 (the “Effective Date™), by and among ROBERT W. HOLMAN and
MARGARET E. HOLMAN (collectively, the “Holmans”) and THE PARASOL TAHOE
COMMUNITY FOUNDATION, INC., a Nevada non-profit corporation (“Parasol™).

RECITALS

WHEREAS, on December 16, 2002, the Holmans established the CRUT as a charitable
remainder unitrust as described under Section 664(d)(2) of the Code; and

WHEREAS, the trust agreement of the CRUT provides that during the duration of their
lives, the trustees shall pay the Holmans in quarterly installinents an amount equal to the lesser
of: (i} the trust income for the taxable year; and (i1) seven and one-tenth percent (7.1%) of the net
fair market value of the trust assets as of the first day of cach taxable year; and

WHEREAS, the trust agreement of the CRUT provides that the trust shall terminate upon
the death of the last of the Holmans and the remainder be distributed to a publicly supported
charitable organization as designated by the Holmans; and

WHEREAS, the trust agreement of the CRUT provides that Nevada law shall govern the
interprefation of the trust agreement of the CRUT; and

WHEREAS, the Holman desire the early termination of the CRUT using the
methodology stated under Section 1.664-4 of the Treasury Regulations and as provided by the
Internal Revenue Service whereby the early termination of the CRUT will not constitute an act
of self-dealing by the trustees and income beneficiaries under Section 4941(a)(1) of the Code and
will not be subject to a termination tax under Section 507 of the Code; and

WHEREAS, the laws of the State of Nevada permit early termination of the CRUT,
provided there is a termination agreement among the trustees, income bencficiaries and
charitable remainder beneficiary; and

WHEREAS, Parasol is a tax exempt organization under Section 501(c)(3) of the Code, a
publicly supported tax exempt organization under Section 509(a)(1) of the Code, and a charitable
organization within the meamng of Sections 170(b){(1)(A), 2055(a), and 2522(a) of the Code.

WHEREAS, Parasol desires to receive and the Holmans desire to designate Parasol as
recipient of the present value of the remainder interest of the CRUT; and

WHEREAS, as of the Effective Date, the balance of the CRUT is Seven Million Four
Hundred Fifteen Thousand Four Hundred Seventy and 29/100 United States Dollars
(US$7,415,470.29), the Section 7520 Rate for january 2008 is Four and Four-Tenths percent
(4.4%), the nearest ages of the Holmans is sixty-four years (64) and fifty-two year (52), and their


http:5,470.29

respective physicians have opined that they have no knowledge of any physical condition that
would decrease the normal life expectlancies of the Holmans.

NOW, THEREFORE, in consideration of the above recitals, the terms and conditions
hereinafter set forth, and other good and valuable consideration, the receipt of which is hereby
acknowledged, the parties hereto agree as follows:

1. Trust Termination and Distribution. The trustees shall cause the CRUT to be
terminated and the balance of the trust assets distributed as follows:

a Income Interest. The (rustees shall distribute to the Holmans trust
property equal to the amount of Five Million Two Hundred Twenty-Five Thousand Nine
Hundred Four and 38/100 United States Dollars {(US$5,225,904.38), representing the present
value of the Income Interest as detennined in Paragraph 2 below.

b. Remainder Interest. The trustees shall distribute to Parasol trust property
cqual to the amount of Two Million One Hundred Eighty-Nine Thousand Five Hundred Sixty-
Five and 91/100 United States Dollars (US$2,189,565.91), representing the present value of the
Remainder Interest as determined in Paragraph 2 below.

2, Determination of Actuanial Value of Interests. The computation of the income

interest and the charitable remainder interest is found using a special factor as indicated in
Section 1.7520-3(b)(1)(ii) of the regulations. The special remainder factor is found by using the
methodology stated in Section 1.664-4 for computing the factor for a remainder interest in a
unitrust, except that the payout percentage as described in Section 1.664-4(a)(3) of the
regulations shall be equal to the lesser of the payout rate stated in trust agreement and the Section
7520 rate for the month of termination as follows:

Applicable Section 7520 Rate = 4.4%
multiplied hy Quarterly Payout Adjustment Factor, Table F(4.4) = 0.973517
Adjusted Payout Rate = 4,283%
Remainder Factor, Table U(2), 64/52,at 42% = 0.30189
minus Remainder Factor, Table U(2), 64/52, at 4.4% = 0.28595

Difference = 001594

4.283%-42% _ __ X
44%-42% 001594
X = 0.00662

Remainder factorat 4.2% = 0.30189
minus X = 0.00662
Required Interpolated Remainder Faclor at 4.283% = ,29527

Present Value of the Remainder Interest = $2,189,56591
Present Value of the Income Interest = $5,225.904 .38
Present Value of Trust Assets $7,415,470.29

il
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3. Binding Effect. Except as otherwise provided herein, this Agreement shall inure
to the benefit of and be binding upon the Parties and their respective associates, successors and

assigns.

4. Timing. Time is of the essence in the performance of each and every obligation
imposed under this Agreement.

5. Governing Law. This Agreement shall be construed and governed by the laws of
the State of Nevada, and the invalidity or unenforceability of any provision hereof shall in no
way affect the validity or enforceability of any other provision.

0. Paragraph Headings. The paragraph headings set forth herein are for purposes of
convenience only, and shall have no bearing whatsoever on the actual content of this Agreement.

7. Further Assurances. The Parties shall execute all further instruments and perform
all acts which are or may become necessary to effectuate and to carry on the considerations
contemplated by this Agreement.

8. Modifications. There are no other agreements or understandings, written or oral,
between the parties regarding this Agreement other than as set forth herein. This Agreement
shall not be modified or amended except by a written document executed by both parties to this
Agreement, and such written modification(s) shall be attached.

9. Execution in Counterparts; Facsimile Signatures. This Agreement may be

executed in any number of counterparts, each of which shall be deemed to be an original as
against any party whose signature appears thereon, and all of which shall togetiier constitute one
and the same instrument. This Agreement shall become binding when one or more counterparts
of the Agreement, individually or taken together, shall bear the signatures of all of the Parties
reflected hereon as the signatories. Signatures on this Agreement received by facsimile
transmission shall be deemed to be original signatures.

10.  Severability. If any provision of this Agreement shall be conclusively determined
by a court of competent jurisdiction to be invalid or unenforceable to any extent, the remainder
of this Agreement shall not be affected thereby. Every provision of this Agreement is intended
to be severable.

11 Additional Documents. Each of the parties hereto agree to execute any document
or documents that may be requested from time to time by the other party to implement or
complete such party's obligations pursuant to this Agreement

12, Entire_Agreement. This Agreement contains all the agreements between the
Parties hereto and supersedes any and all prior agreements, arrangements or understandings
between the Parties relating to the subject matter hereof. No oral understandings, oral
statements, oral promises, or oral inducements exist. No representations, warranties, covenants
or conditions, express or implied, whether by statute or otherwise, other than as set forth in this
Agreement, have been made by the Parties thereto to this Agreement.




IN WITNESS WHEREOF, the parties hereto have executed this Agreement effective as
of the date first hereinabove set forth.

ROBERT_WTHOLMAN

MARGARET E. HOLMAN

CHARITABLE REMAINDER BENEFICIARY:

THE PARASOL TAHOE COMMUNITY
FOUNDATION, INC. a Nevada non-profit
corporation

Naé CZ/ AL )’-)x,wczuF

Title: e, s T




In the Matter of the Appeal of Robert and Margaret Holman

TIMELINE

12/16/2002

CRUT established

12/16/2002

Holmans transfer Carmel Property to CRUT

1/1/2003-6/1/2003

Holmans living in Carmel Property while paying rent and expenses to CRUT

6/1/2003

Holmans move out of California to Florida

7/1/2003-12/31/2003

Carmel Property leased to unrelated tenants

1/1/04-4/4/2004

Carmel Property sat vacant and for sale

4/20/2004 Sale of Carmel Property closes. Trust receives $8,225,000

04/11/2005 Distribution of $1,168,759 made to Holmans but shown on 2004 CRUT Return
pursuant to IRS rules.

4/15/2005 CRUT’s 2004 Form 541-B filed. 4 year SOL begins to run.

7/2005 Holmans move to Nevada from Florida

09/2007 FTB begins examination of Holmans’ “2005 Income Tax Return”

10/2007 F'TB provides first Information Documents Request (“IDR #17)

11/8/2007 Holmans’ CPA responds to IDR#1

1/1/2008 CRUT terminated pursuant to IRS rules and $2,189,565.91 in assets distributed to
qualified charity. Holmans receive distribution of $5,225,904 and pay taxes on
distribution on 2008 return.

8/12/2008 FTB sends“IDR#2” and “IDR#3” referring to “Tax Year 2005 Explanation”

12/4/08 Holmans informed their “2005” Examination was being transferred to the Estates
and Trust Division

4//15/2009 Four year statute of limitations expires for examination of CRUT 2004 Form 541-B

4/21/2009 Statute of Limitations Waiver signed extending SOL to 4/15/2010 for Holmans’

(FTB says 4/29/2009)

2004 and 2005 Individual Returns

8/12/2009

FTB provides fourth IDR (“IDR #4”)

9/30/2009 Holmans respond to IDR #4

12/17/2009 FTB issues fifth IDR (“IDR #5”)
Holmans respond to IDR #5

2/2/2010 Mr. Mulligan signs SOL Waiver for 2004 and 2005 Individual Returns extending
statute of limitations to 4/15/2011

07/23/2010 FTB issues “Preliminary Determination Letter” indicating the CRUT is a grantor
trust and Holmans therefore liable for capital gains taxes in 2004.

9/2/2010 Holmans respond to Preliminary Determination Letter (“PDL”)

12/21/2010 FTB responds to Holman response to PDL

2/24/2011 FTB issues Notice of Proposed Assessment

4/19/2011 Holmans file Protest Letter to Proposed Assessment

5/2011 Holmans informed Protest Letter would be assigned to a hearing officer

11/6/2013 After 2 year and 6 months, the Holmans are informed by FTB that case has been
assigned to a hearing officer

5/30/2014 FTB issues Reply Determination Letter affirming the Additional Tax and revised

Accuracy Related Penalty. States Notice of Action would be issued in due course.

10/28/2014

Notice of Action issued 5 months later.
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Making the Required Payovut

The CRT must distribute the annuity or unitrust payment to the noncharitable beneficiary(ies) at least annually
[IRC Sec. 664(d)(1)(A) and (d}{(2)(A)]. According to the IRS, the rules permitting a trustee of a charitable
remainder trust to pay the annuity or unitrust amount within a reasonable period of time after the close of the 7(/
trust’s taxable year were intended as an administrative convenience for trustees. Under the income exception
methods, the trustee may not be abie to determine the amount of trust income and, thus, the amount to be
distributed for a trust’s taxable year until after the close of that year. Therefore, a trustee may need additional time
to-pay the-unitrust-amount-if-a- CRUT -uses-one-of the income exception-methods.

CRAT or STAN-GRUT. The IRS believes that a trustee of a CRAT of a CRUT using the fixed percentage method
(i.e., a STAN-CRUT) shouid be able to determine the unitrust amount and pay it by the end of the taxable year to
which it relates {Regs. 1.664-2(a)(1)(i) and -3(a)(1}(})]. The percentage payout amount is fixed and determinable
as of the annual valuation date, which is specified in the governing instrument or on the initial Form 5227.
However, the regulations provide exceptions to this requirement [Regs. 1.664-2(a)(1)()(a) and (b),
1.664-3(a)(1)(i)(g), (h), and (k)]. Payments can be made within a reasonable time after year-end if:

1. the distribution is either ordinary income, capital gain, or other income (but not principal) to the
beneficiary under IRC Sec. 664(b)(1)~(3); or

2. the distribution is trust principal, but the CRT pays the annuity by distributing property (other than cash)
owned at the end of the year and the trustee elects to recognize any income generated by the
distribution as occurring on the last day of the year in which the annuity payment is due; or

3. the CRT is created before December 10, 1998, and the percent used to calculate the annuity amount is
15% or less.

- Note: Ordinarily, a reasonable time after year-end to make the required annuity payment is by the extended due
date of the CRT's tax return.

NI-CRUTs and NiIM-CRUTs. For NI-CRUTs and NIM-CRUTs (income exception method CRUTSs), the unitrust
amount may be paid after the close of the tax year of the trust, regardless of when the trust was created, if paid .
within a reasonable time after the close of the year [Reg. 1.664-3(a)(1) () (j)]. %

FLIP-CRUTs. For FLIP-CRUTs (an income exception method CRUT), the regulations do not address the required
timing of the unitrust amount. in the authors' opinion, the trust should be subject to the applicable rules for
Ni-CRUTs, NIM-CRUTs, or STAN-CRUTs. For example, in the years that the CRUT is a NI-CRUT, the Ni-CRUT
rules as discussed above apply. Once the trust flips to a STAN-CRUT, the rules as discussed above for
STAN-CRUTS should apply.

A CRAT's payment is fixed when the trust is funded. Thus, the only concern is for the trustee to make the payment
timely each year. A CRUT, however, must compute the unitrust payment annually, based on the value of the trust
assets each year. The trust document may specify any one day of the tax year as the valuation date, or the value
can be based on the average values of multiple dates. However, the same day (or days) must be used each year
{Reg. 1.664-3(a)(1)(iv)].

Copyright © 2003 Practitionars Publishing Company. All Rights Reservead.
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THE HOLMAN CHARITABLE REMAINDER UNITRUST 02

\w
On this ”’ day of chfw\ lﬂ‘/ , 2002, ROBERT W. HOLMAN, JR. and
MARGARET E. HOLMAN (hereinafter referred to as "the Donors") desiring to establish a
charitable remainder unitrust, within the meaning of Section 664(d)(2) of the Internal
Revenue Code of 1986, as amended, (hereinafter referred to as "the Code"), hereby create
The HOLMAN CHARITABLE REMAINDER UNITRUST 02 and designate ROBERT W.
HOLMAN, JR. and MARGARET E. HOLMAN as the Initial Trustees. '

1.  Funding of Trust.

The Donors transferto the Trustees the property described in Schedule A, and
the Trustees accept such property and agree to hold, manage and distribute such property
of the Trust under the terms set forth in this Trust instrument.

2. Payment of Unitrust Amount.

A. In each taxable year of the Trust, the Trustees shall pay to ROBERT
W, HOLMAN, JR. and MARGARET E. HOLMAN (hereinafter “Recipients”) in equal shares
during their lifetimes, a unitrust amount equal to the lesser of: (i) the Trust income for the
taxable year as defined in Section 643(b) of the Code and the regulations thereunder, and
(if) seven and one-tenth percent (7.1%) of the net fair market value of the assets of the Trust
valued as of the first day of each taxable year of the Trust (the "valuation date"). The
unitrust amount shall be paid in quarterly installments. Upon the death of one Recipient, the
surviving Receipient shall be entitled to receive the entire unitrust amount. Any income of
the Trust for a taxable year in excess of the unitrust amount shall be added to principal. If
the net fair market value of the Trust assets is incorrectly determined, then within a
reasonable period after the value is finally determined for federal tax purposes, the Trustee
shall pay to the Recipient (in the case of an undervaluation) or receive from the Recipient
(in the case of an overvaluation) an amount equal to the difference between the unitrust
amount properly payable and the unitrust amount actually paid. The unitrust amount for any
year shall also include any amount of Trust Income for such year that is in excess of the
amount required to be distributed under (i) above, to the extent that the aggregate of the
amount paid in prior years was less than the aggregate of the amount of seven and one-
tenth percent (7.1%) of the net fair market value of the Trust assets on the valuation dates.

B. if unmarketable assets are transferred to or held by this frust, then the
valuation of the assets must be (i) performed exclusively by an independent trustee or (ii)
determined by a current appraisal from a qualified appraiser as provided in Treasury
Regulation 1.170A-13(c). For purposes of this paragraph, “unmarketable assets” means all
assets other than cash, cash equivalents or assets that can be readily sold for cash or cash
equivalents. For purposes of this trust, “independent trustee” means a person who is not
one of the Donors, a noncharitable beneficiary or a related or subordinate party to the
Donors, or noncharitable beneficiary within the meaning of Section 672(c) of the Code.

‘3. Distribution to Charity.

24451.1 1.
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Upon the death of the surviving Recipient, the Trustees shall distribute all of
the then principal and income of the Trust (other than any amount due the Recipient or his
estate under the provisions above) to the ROBERT AND MARGARET HOLMAN
CHARITABLE FOUNDATION. However, if The Robert and Margaret Holman Charitable
Foundation for any reason fails to be treated as a charitable organization under Section
170(b)(1)(A), 2055(a) and 2522(a) of the Code, then the principal and income of the Trust
(other than any amount due the Recipient or his estate, under the provisions, above) shall
be distributed to one or more organizations described in Sections 170(b)(1)(A), 2055(a), and
2522(a) of the Code (“Charitable Organization”) as shall have been designated, in writing,

- by both the Donors during their lifetimes or, absent a written designation by both Donors,

as the Trustee then serving shall select in its sole discretion. The Donors, jointly, or the
survivor of them, may change the identity of the Charitable Organization, or name more than
one Charitable Organization, at any time, and from time to time.

4. Additional Contributions.

If any additional contributions are made to the Trust after the initial
contribution, the unitrust amount for the year in which the additional contribution is made
shall be equal to the lessor of (i) the Trust income for the taxable year as defined in Section
643(b) of the Code and (ii) seven and one-tenth percent (7.1%) of the sum of (a) the net fair
market value of the Trust assets as of the first day of the taxable year (excluding the assets
so added and any income from, or appreciation on, such assets), and (b) that proportion of
the fair market value of the assets so added that was excluded under (a) that the number
of days in the period that begins with the date of contribution and ends with the earlier of the
last day of the taxable year or the date of death of the surviving Recipient bears to the
number of days in the period that begins on the first day of such taxable year and ends with
the earlier of the last day in such taxable year or the date of death of the surviving Recipient.
In the case where there is no valuation date after the time of contribution, the assets so
added shall be valued as of the time of contribution. The unitrust amount for any such year
shall also include any amount of Trust income for such year that is in excess of the amount
required to be distributed under (ii) above to the extent that the aggregate of the amounts
paid in prior years was less than the aggregate of the amounts computed as seven and one-
tenth percent (7.1%) of the net fair market value of the Trust assets on the valuation dates.

5. Prohibited Transactions.

The income of the Trust for each taxable year shall be distributed at such time
and in such manner as not to subject the Trust to tax under Section 4942 of the Code.
Except for the payment of the unitrust amount to the Recipient, the Trustees shall not
engage in any act of self-dealing, as defined in Section 4941(d) of the Code, and shall not
make any taxable expenditures, as defined in Section 4945(a) of the Code. The Trustees

“shall not make any investments that jeopardize the charitable purpose of the Trust, within

the meaning of Section 4944 of the Code, or retain any excess business holdings, within the
meaning of Section 4943(c) of the Code, if such provisions apply to this Trust.

8. Successor Trustee.

If one of the Initial Trustees is unable, unwilling or ceases to act then the

24451.1 2.
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remaining named [nitial Co-Trustee shall serve as sole Trustee. If both of the initial Trusiees
are unable, unwilling or cease to serve as Trustee, then JOHN B. MULLIGAN, ESQ. shall
become the Successor Trustee. If there is no Trustee able or willing to serve, then a
Trustee shall be appointed by the Senior District Judge in and for Washoe County, State of
Nevada. Any Trustee may be paid reasonable fees for services rendered.

7. Taxable Year.

The taxable year of the Trust shall be the calendar year.

8. Governing Law.

The operation of the Trust shall be governed by the laws of the State of
Nevada. However, the Trustees are prohibited from exercising any power or discretion
granted under said laws that would be inconsistent with the qualification of the Trust under
Section 664(d)(2) of the Code and the corresponding regulations.

9. Limited Power of Amendment.-

The Trust is irrevocable. However the Trustees shall have the power, acting
together, or alone if only one Trustee, to amend the Trust in any manner required for the
sole purpose of ensuring that the Trust qualifies and continues to qualify as a charitable
remainder unitrust within the meaning of Section 664(d)(2) of the Code.

10. Investment of Trust Assets.

Nothing in this Trustinstrument shall be construed to restrict the Trustees from
investing the Trust assets in a manner that could resuit in the annual realization of a

Teasonable amount of income or gain from the sale or disposition of Trust assets.

13. Powers of Trustees.

A. Except as otherwise provided in this trust agreement, the Trustees are
vested, in a fiduciary capacity, with the following powers with respect to any trust established
by this trust agreement, in addition to those powers now or hereafter conferred by law:

(1) Totake possession of the assets ofthe Trust Estateand to invest
and reinvest the same in every kind of property, real, personal or mixed, of any kind and
nature, domestic or foreign, including, without limitation, common and preferred stocks, fixed
income bearing securities, or in common trust funds, investment trust stocks, mutual funds,
bonds, money markets, and other securities and investments of any kind.

(2)  To continue to hold any property that the Trustees receive or
acquire under the trust as long as the Trustees consider it advisable, even if such stock
represents a substantial portion of the Trust assets.

(3)  To have all the rights, powers and privileges of an owner with
respect to the securities held in trust, including, but not limited to, the power to vote, give

24451.1 3.
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proxies, and pay assessments; to participate in voting trusts, pooling agreements,
foreclosures, reorganizations, consolidations, mergers and liguidations, and incident to such
participation, to deposit securities with and transfer title to any protective or other committee
on such terms as the Trustees may consider advisable; and to exercise or sell stock
subscription, sell covered call options, or conversion rights.

(4)  To hold securities or other property in the Trustees’ names as
Trustees under this trust, or in the name of a nominee, or the Trustees may hold securities
unregistered in such condition that ownership will pass. '

(5)  To sell (for cash or on deferred payments), convey, exchange,
manage, control, grant options on, partition, divide, improve, repair, deal with, or dispose of
any part or all of the trust property, real or personal.

(6)  To purchase property at its fair market value as determined by
the Trustees, in the Trustees’ reasonable discretion.

(7)  To commence or defend, at the expense of the trust, such
litigation with respect to the trust or any property of the Trust Estate as the Trustees may
consider advisable and to compromise or otherwise adjust any claims or litigation against

or in favor of the trust.

(8) To acquire and carry insurance of such kinds and in such
amounts as the Trustees consider advisable, atthe expense of the trust, to protect the Trust
Estate and the Trustees against any hazard or perils.

(9)  To open checking accounts, savings accounts, or safe deposit
boxes with any institution, and cash and margin accounts with any brokerage firm.

(10} To employ accountants, custodians, experts, counsel (legal or
investment), and other agents as may be considered advisable and delegate discretionary
powers to and rely upon information or advice furnished by them.

B. Overriding Limitations.

Notwithstanding the generality of the powers granted the Trustees in this
Section 11, the Trustees are prohibited from exercising any power or discretionwhich would
disqualify the Trust as a charitable remainder unitrust under Section 664(d)(2) and (3) of the
Code and the corresponding regulations and the provisions of Section 6 regarding the
prohibition of acts resulting in private foundation penalty taxes shall limit and averride the
powers of the Trustees otherwise granted in this Section 11.

12. Definitions.

A. Code - The term Code as used in this trust refers to the Internal Revenue
Code of 1986 and the Regulations promulgated thereunder.
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LAW OFFICES QF
ANSINO, MELARKEY
NOBEL & MULLIGAN
WIEGAND CENTER
WEST LIBERTY STREET

IN WITNESS WHEREOF, ROBERT W. HOLMAN, JR. and MARGARET E.
HOLMAN have signed this agreement the day and year first above written.

Initial Trustees: Donors:
ROBERT W. HOU\AAN JR. ROBERT W.HQLMAN, JR.
//7 | P /,»‘3’”‘7
& 7/,

:" "‘
/v

MARGARé’ﬁE{H’OLMAN MARGARE*g!g/HOLMAN
: v
STATE OF CALIFORNIA )
) ss.
COUNTY OF MONTEREY )

On {ecemdan 16 . 2002, before me, ARAL Bay A Sezed/ | personally
appeared ROBERT W. HOLMAN, JR and MARGARET E. HOLMAN, personally known to
me (or proved to me on the basis of satisfactory evidence) to be the person(s) whose
name(s)is/are subscribed to the withininstrument and acknowledged to me that he/she/they
executed the same in his/her/their authorized capacity(ies), and that by his/her/their
signature(s) on the instrument the person(s), or the entity upon behalf of which the person(s)

acted, executed the instrument.

WITNESS m nd and official seal

(Signature dw Public)

IR 1 xDm

w &‘D"hm COL"“‘y
£ am Comm, Brptas A 72,2005

Lt
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Law OFFICES OF
\VANSINO, MELARKEY
KNOBEL & MULLIGAN
55 WEST LIBERTY STREET

RENO, NEVADA 89501

Asset

24451.1

Schedule A

Fair Market Value

$8,000,000.00
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HOLMAN CHARITABLE REMAINDER UNITRUST 02 _

1 ROBERT W HOLMAN JR

Schedule K-1 Statements and Footnotes

OTHER INFORMATION, BOX 14, CODE H

DESCRIPTION AMOUNT BENEFICIARY FILING INSTRUCTIONS

CORPUS 1,624,370 SEE BENEFICIARY INSTRUCTIONS
FOR SCHEDULE K-1 (FORM 1041)

01ig7e

T4-75.C8









{KEEP FOR YOUR RECORDS) Capital Gains Distribution Worksheet
Use this worksheet to determine the ordering of any capital gains distributions

Short-term Long-term
All other long-term Qualified 5 yr
28% class 25% class capital gain class 20% class

3. Prior years undistributed

gainor{loss) ... ... 0. 0. 0. 1,977,163.
2. Current year net gain or

(0SS} ... ... 0. 0. 0. 0.
2h. Deduction allocable to

current yeargains
3. Total combined gain or

(lossybyclass . .. 1,977,163.
4. Adjustments for netting

any fong-term capital

(lossesjonliney
5 Total ... .. .. 1,977,163.
6. Adjustments for netting

any short-term capital

gain or (foss)on In 3 (see

netting rules on pg 11)
7. Totalundistributed gains 1,977,163.
8. 2008 distributions 1,977,163.
9. Carryforward to 2009

{line 7 lessline 8) . . ...

11.1

524201
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2008 Expense Allocation by Income Type

. Direct Expenses Inditect and Direct Net
income Type income Charity Specitically Aliocated Expenses not income
Specifically Allocated

Gther Taxable
Nan-Passive
Ordinary Business
Net Rental Reai Estate
QOther Rental
interest
Hon-qualified Dividends
Passive
Ordinary Busingss
Net Rental Real Estate
Other Rental
U.S. interest
U.S. InteresyDividends
Qualified Dividends
Short-term Capital Gains
Long-term Capital Gains

Tax-exempt interest

Tptal

g1z
£4-25-C8

11.2
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