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Introduction

Professional athletes and celebrities have many of the
same financial and estate planning needs that all wealthy
clients have, but also experience unique circumstances that
must be taken into account when crafting their personal
financial plan. Surrounding the professional athlete or
celebrity with an experienced team of advisors that
regularly partners with professional athletes and celebrities
and understands their particular circumstances can make

a world of difference in helping the professional athlete
and celebrity maximize their wealth over generations.

While each professional athlete and celebrity is unique, they
do tend to experience some similar life experiences that are
particular to their careers.

Youth and (often sudden) financial success

Many celebrities and professional athletes are decades
younger than the non-celebrity and non-professional
athlete when they achieve the peak of their earning power.
While the typical wealth creator may achieve their financial
success in their 50s or even later, professional athletes

and celebrities often are in their late teens or 20s when
they reach the pinnacle of their athletic prowess or
celebrity status. They simply have less life experience

than the typical wealth creator, and this can lead them to
make mistakes: perhaps overspending, placing their trust

in the wrong team of advisors, neglecting to consider the
impact of taxes on their wealth plan, or making ad hoc
investment decisions without developing a plan. This can
vary, but the change of financial circumstances often comes
early and suddenly. While the athlete or celebrity may have
worked for 10,000 hours or more to perfect their craft,’
their transition from amateur athlete or fledgling artist to
highly compensated professional may come so quickly

that they have had little time to prepare for their newfound
wealth. Youth and sudden wealth may also lead the athlete
or celebrity to live more in the moment than to plan for
the future.

Failure to deal with emotional baggage, define
values, and set financial goals

The professional athlete and celebrity is typically driven

to be the best in their field, and this drive often consumes
much of their mental space and time. Rarely do they carve
out the space and time to articulate and document their
values outside of being the best they can be in their career
or sport. Attitudes toward productivity, stewardship,

" Malcolm Gladwell, Outliers: The Story of Success (Little, Brown and Company, 2008).
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philanthropy, spending, saving, and borrowing should be
discussed and refined into a values statement that can

be used as a goal or set of goals. If unspoken beliefs about
money are not recognized, many times the professional
athlete or celebrity will struggle with the demands of fame
and fortune. Athletes and celebrities may not be prepared
for the emotional aspects of great wealth and how wealth
affects their relationships and creates both opportunities
and challenges. Financial health starts with understanding
the role that money and career play in the athlete or
celebrity’s sense of identity and personal mission.

This role likely will change over time, which makes
revisiting the topic important on a regular basis.

Short and uncertain careers

Injuries can sideline and even prematurely end the

career of a professional athlete during the height of

their earning years. Even athletes who do not experience
a career-ending injury are limited in the duration of their
athletic careers. For instance, the average career length in
some professional sports is less than six years. Movie stars,
models, and other celebrities also face uncertainties
when it comes to the number of their high earning years.
Tastes change, and non-athlete celebrities need to
constantly re-invent themselves to stay relevant in their
field. Some celebrities find that their career opportunities
dwindle as they age. These risks are real, and the stakes
are high for the professional athlete or celebrity if
investment returns are poor or overspending drains
resources during their limited high earning years.

Singular focus on career

Let's face it. Very few people in the world have the talent
or work ethic to succeed at the highest levels in sports or
in Hollywood. Those who do manage to succeed have little
time left to focus on the business side of their career or
their personal brand. Many times, they don’t pay their bills
themselves, and they leave investment due diligence and
oversight to others. Sadly, while their focus on their craft
is necessary for their success as an athlete or celebrity,

it is often one of the reasons for their lack of long-term
success financially. Carving out time to understand what

is a reasonable spending and savings rate is imperative,
and making time to meet with advisors to discuss

risk management and investment due diligence and
performance is necessary for long-term success outside

of one’s athletic or artistic career.
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Conspicuous consumption

Often, professional athletes and celebrities believe that

if they are not living the high life and providing the same
for others around them, then they haven’t really made it.
As soon as the athlete or celebrity goes pro or achieves
obvious career success, they find themselves surrounded
by an entourage of family and friends who are looking
for help or advice. Other players and celebrities may
even reinforce the notion that if you aren’t spending
lavishly, then you aren’t one of them.

A penchant for investing in private deals and

real estate

Professional athletes and celebrities are presented with
many opportunities to invest in private businesses and real
estate, and they often rely on family and friends to advise
them, which is generally a mistake. Statistically, only one
in 30 of the highest-caliber private investment deals works
out as advertised.? So, while private investments and direct
real estate deals may be an important component of an
athlete’s or celebrity’s portfolio, managing the downside
risk of these types of assets involves both due diligence
and appropriate asset allocation. Without an appropriate
plan, many professional athletes and celebrities are lured
into private deals and real estate that simply do not pan
out as they had hoped they would.

Family and personal relationships

Often, professional athletes and celebrities are most
comfortable seeking counsel from those people who knew
them well before they made it big. This may be natural,
but also neglects the changing dynamic that exists once
the professional athlete or celebrity has achieved fame
and fortune. It may also put friends and family into roles
that they are unprepared and ill-suited to handle. In other
cases, the professional athlete or celebrity becomes the
financial provider for an entourage of friends and family
who come to rely on them for financial support.

Lack of privacy and unjust lawsuits

Unfortunately, once you are famous, seemingly everybody
knows your business. Your relationships play out on a
stage that all can see. You raise your children in the
public eye. Your successes and your failures are tabloid
fodder. You become a magnet for unjust lawsuits.

This can make it more challenging to know who to trust,

to maintain grounded relationships, and to raise children
who are equipped to stand on their own two feet and
become productive members of society. It can also drain
the professional athlete and celebrity’s financial coffers.
Few professional athletes or celebrities have an asset
protection plan.

Divorce and child support

The United States has one of the highest divorce rates
in the world, and some say the divorce rate among
professional athletes and celebrities is higher than the
US average, in that an estimated 60% to 80% of

the marriages of professional athletes and celebrities
end in divorce.? The rate of divorce, however, doesn’t
really provide the full picture of marital success, separations,
and relationship breakdowns. Many of these divorces
happen after a professional athlete has retired and their
best earning years are over. Many professional athletes
and celebrities lack marital agreements. Many live

with romantic partners without having co-habitation
agreements in place. Others have multiple children for
whom they are financially responsible, and often child
support payments are structured when income earned
is at its peak.

Bankruptcy

Research suggests that despite their outsized earnings,
78% of professional athletes are financially distressed
within a few years of retirement.# Professional athletes
and celebrities go bankrupt for many of the same
reasons that other individuals do: they have tax troubles,
they overspend, they make bad investments, they are
ill-prepared for a loss of income, they have medical or
emotional problems, they experience debt and divorce,
they have to make large child support payments, or
they may deal with unscrupulous financial advisors.
However, the professional athlete or celebrity tends to
lose more money when they go bankrupt than the average
American does, and they tend to go bankrupt at higher
rates than the average American.

Intellectual property rights

Celebrities and professional athletes typically own
intellectual property rights that comprise their

personal brand. Sponsorships, merchandizing rights,
trademarks, and copyrights are a few of the intellectual

2 Pablo S. Torre, “How (and Why) Athletes Go Broke,” Sports lllustrated, March 23, 2009, https://vault.si.com/vault/2009/03/23/how-and-why-athletes-go-broke.

3d.

4 Leigh Steinberg, “5 Reasons Why 80% of Retired NFL Players Go Broke,” Forbes, February 9, 2015, Nttps://www.forbes.comysites/leighsteinberg/2015/02/09/5-reasons-
why-80-of-retired-nfl-players-go-broke/#: ~:text=Spending % 20habits % 20assume % 20the % 20revenue, that % 20football % 20has % 20given % 20them.
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property rights that may be involved, and these assets
have unique investment and legal characteristics that
need to be considered when implementing their financial
and estate plan.

An experienced team of advisors understands the

unique circumstances of the professional athlete and
celebrity and can help them to address the risks and
maximize the opportunities that the celebrity or athlete
contends with on a regular basis. In addition to an attorney,
certified public accountant (CPA), and financial advisor,

a professional athlete or celebrity may have an agent,
manager, or management team as part of their team

of advisors. They may also consider incorporating an
“executive coach” or seasoned counselor to provide
guidance on a more personal level. This team of
independent advisors should meet and communicate
regularly and thereby create independent checks and
balances on one another. Athletes and celebrities should
always seek a second and third opinion from their advisors
before taking any significant financial action, and they
should be wary if they surround themselves with a team
that is always in agreement or that never voices an opinion
that differs from the professional athlete or celebrity.
Ideally, this team will guide the professional athlete or
celebrity through several stages of planning during their
lifetime to address issues like income tax planning, asset
protection planning, insurance, estate planning,

and philanthropy.

Establishing a foundation before diving
into sophisticated planning

At UBS, we start with questions and a discussion that helps
us focus on what's really important to the professional
athlete or celebrity. What do they want to accomplish

in life? Who are the people who matter most to them?
What do they want their legacy to be? What are their main
concerns? How do they plan to achieve their life's vision?

UBS Wealth Way is an approach that incorporates three
key strategies: Liquidity. Longevity. Legacy.® Looking at

an athlete or celebrity’s wealth in this way can help them
pursue their financial goals in the short term, long term

or whatever their terms may be. Of course, there are no
guarantees that the athlete or celebrity will achieve wealth,
or any financial results. All investments have risk, including

the potential of losing the whole investment. Each athlete
or celebrity should discuss their feelings around risk with
their UBS Financial Advisor.

UBS Wealth Way starts with questions and a discussion
that helps us focus on what's really important to the
athlete or celebrity. Then, the Financial Advisor can help
the athlete or celebrity organize their financial life into
three key strategies: Liquidity—to help provide cash flow
for short-term expenses; Longevity—for longer-term needs;
and Legacy—for needs that go beyond their own.

Liquidity—to help maintain the athlete or
celebrity’s lifestyle

— Entertainment and travel

— Taxes

— Purchasing a home

Timeframe: The next three to five years

Longevity5>—to help improve the athlete or
celebrity’s lifestyle

— Retirement

— Healthcare and long-term care expenses
— Purchasing a second home

Timeframe: Five years—lifetime

Legacy—to help improve the lives of others
— Giving to family

— Philanthropy

— Wealth transfer over generations

Timeframe: Now—beyond the lifetime of the athlete
or celebrity

The questions that a UBS Financial Advisor will ask include:
What does the athlete or celebrity want to accomplish

in their life?

— What are their short-, medium-, and long-term goals?
— What trade-offs are they willing to make?

— How do they define financial success?

Who are the people who matter most to them?

— Who do they take care of financially?

— What more do they want to do for those they
care about?

— Are they financially prepared for the future?

°> UBS Wealth Way is an approach incorporating Liquidity. Longevity. Legacy. strategies that UBS Financial Services Inc. and UBS Financial Advisors can use to assist clients in
exploring and pursuing their wealth management needs and goals over different timeframes. This approach is not a promise or guarantee that wealth, or any financial results,
can or will be achieved. All investments involve the risk of loss, including the risk of loss of the entire investment. Timeframes may vary. Strategies are subject to individual

client goals, objectives, and suitability.

6 Timeframes may vary. Strategies are subject to individual client goals, objectives, and suitability.
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What do they want their legacy to be?

— How do they want to make a difference?

— What portion of their wealth do they want to pass on?
— What causes do they care most about?

What are their main concerns?

— Do they have enough wealth to achieve their goals?

— How do they decide between spending, borrowing,
saving, and investing?

— How do they manage financial risk and uncertainty?

How do they plan to achieve their life’s vision?
— Who do they turn to for financial advice?

— Do they have a financial plan?

— How do they track progress?

UBS Wealth Way’ is a comprehensive approach that keeps
and athlete or celebrity’s goals front and center, and

use them to provide context for structuring a wealth
management strategy that's catered to one’s

individual circumstances.

For most professional athletes, and for some celebrities,
endorsements, and other intangible contractual rights,
while uncertain, create a potential income stream that
should also be factored into the equation when devising
the financial plan. Trademarks, copyrights, and patent rights
(intellectual property) also need to be considered for many
professional athletes and celebrities when devising their
estate plan. Proper planning and preparation will allow
the professional athlete or celebrity maximize business
opportunities that might arise in connection with the
athlete’s or celebrity’s rights to their likenesses and other
intellectual property both during their lifetime and after
their death.

7 Timeframes may vary. Strategies are subject to individual client goals, objectives, and suitability.
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State and federal income
tax planning

Protecting the current income of
the professional athlete or celebrity
from income taxes is vital. Often,
this starts with saving in qualified
retirement plans. The next area

of focus is usually state income

tax planning.

State income tax rates applying to
employment income vary from highs
of 13.3% and 11.0% in California
and Hawaii to a complete absence of
an income tax on employment
income in nine states (Florida, Nevada,
New Hampshire, South Dakota,
Tennessee, Texas, Washington,
Wyoming, and Alaska).

State income taxes are generally based
upon the taxpayer’s residence as well
as the geographic source of the
income. The terms “residence”

and “domicile” have very different
meanings in the law. Residence
typically means a place of abode

or where one maintains a home.
Accordingly, one can have several
residences in several states, and an
athlete or celebrity can owe income
tax as a resident of more than one
state. Domicile, on the other hand,
requires physical presence with the
intention to permanently remain

(or to return after a temporary
absence). As such, determining one's
domicile is largely a matter of intent.
A person can remain domiciled in a
state even after they have physically
left if they have not demonstrated

an intention to permanently live
somewhere else.

Many states impose taxes on athletes

and celebrities for the “duty days”
they compete or work in that state,
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even if the athlete is not domiciled
there, but, if the professional athlete
or celebrity has a closer nexus to a
state that does not impose an income
tax on its residents, this may result
in income tax savings for the
professional athlete or celebrity.
Thus, it is important that the athlete
and celebrity clearly maintain the
domicile of their choice by satisfying
the domicile factors specific to that
state, such as having a primary
residence, filing an affidavit of
domicile, and registering to vote.
Other factors might include:

the relative size of homes in the two
(or more) states, where holidays are
spent, and where prized possessions
are located.

While a change in state residence
may appear to be a simple matter

of buying a home in another state,
there is no clear test to guarantee
that an individual will be taxed as a
resident of the state of their choosing.
Changes in residency are evaluated
based on ‘an individual's specific facts
and circumstances.

The question of whether or not

a professional athlete or celebrity has
ceased to be a resident of a high tax
state and has changed residency to

a no or low-tax state is determined

by facts and circumstances. The longer
the athlete or celebrity can show a lack
of strong association with the high

tax state, the more likely that the

high tax state will fail if it attempts

to treat the athlete or celebrity as

a resident for income tax purposes.
For more information about the
residency planning, see Catherine
McDermott, Changing State of
Residency (a publication of the

UBS Advanced Planning Group).

Asset protection planning

Asset protection planning involves
the use of various statutory, titling,
and entity strategies to help
minimize exposure to the claims

of future creditors. Opportunities
for planning lie along a spectrum
from the simple (liability insurance)
to the complex (domestic and foreign
asset protection trusts). Because this
protection is forward-looking, action
should be taken before any such
claims are filed or even anticipated.

Exempt assets

Certain assets are simply exempt
from the claims of creditors.
These assets are sometimes called
“exempt property.” The nature
and extent of exempt property
varies by state. A few common
categories of exempt property
are discussed below.

Homestead

Forty-eight states exempt at least
some portion of the value of a primary
personal residence from the claims
of creditors. (Pennsylvania and New
Jersey have no such exemption.)

The extent of this protection

varies by state and can range

from a few thousand dollars to

a significant amount of value.

Seven states—Arkansas, Florida,
lowa, Kansas, Oklahoma, South
Dakota, and Texas—and the District
of Columbia provide for an unlimited
homestead exemption, subject in some
cases to certain restrictions regarding
acreage and length of ownership.
Even in states with an unlimited
exemption, however, some special
creditors may be able to attach

the property. Such creditors include
the government (with respect to
federal tax liens) and holders of
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non-dischargeable support obligations,
such as alimony or child support.

The homestead exemption will also
generally not provide protection where
the exemption itself was obtained
through fraud (for example, if an
individual liquidates all their other
property to buy a home).

Retirement accounts

Qualified retirement plans are
exempt from the claims of creditors.
Qualified plans include 401(k) plans,
money purchase pension plans,

and profit sharing plans, but not
individual retirement accounts (IRAs).
Many states also exempt IRAs,
although the amount of this protection
varies based on state law. It is
important to note that while a
retirement account may be exempt,
distributions from such an account
are not. Once funds are in the hands
of the plan participant or account
owner, they are subject to the claims
of creditors. In addition, while
qualified plans are exempt from

the claims of creditors, they are not
exempt from federal tax liens.

Life insurance

The cash value or proceeds of life
insurance policies payable to named
beneficiaries (other than to the
insured’s estate) may be partially or
totally exempt from the claims of

the insured’s creditors under state law.
The amount of this exemption may
vary by state.

Liability insurance

Almost everyone can benefit from

the addition of an umbrella policy that
expands the existing coverage of their
homeowner’s policy. Similarly, if the
professional athlete or celebrity has
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in-home help in the form of a nanny,
housekeeper, or health care aid, they
should consider adding a workers’
compensation rider to their existing
homeowner’s policy to protect them
in the event an employee becomes
injured while on the job.

Other strategies

More complex asset protection
strategies involve the transfer

of property to a spouse, entity,

or trust. If properly structured and
implemented, these strategies may
permit the transferor to protect the
asset from the claims of certain
creditors while still receiving some
degree of benefit from the
transferred asset.

Transfers should be made well in
advance of any potential claims.
Asset protection is forward-looking
only and cannot be done if the
athlete or celebrity has reason to
believe a claim will be made in

the near future. The definition of
“creditor” is broad and includes both
current creditors and future creditors
whose claims could reasonably have
been anticipated at the time of the
transfer. Transfers that are made with
the intent to hinder, delay, or defraud
a creditor are considered “fraudulent
transfers,” and they are voidable,

or unenforceable.

An additional element to consider
prior to initiating any potential transfer
is whether the athlete or celebrity is
ready to surrender control of the
property. To secure the benefits of
these strategies, they must be willing
to give up the management or control
of the transferred assets, which can be
emotionally challenging.

Transferring ownership to a spouse
Perhaps the simplest way for a married
person to protect their assets from

the claims of certain future creditors

is to transfer the property outright

to a spouse. While this strategy

does not require the use of any

gift tax exemption (provided that

their spouse is a US citizen and the
transfer thus qualifies for the unlimited
marital deduction) and is easy to both
implement and understand, there are
a number of factors to be considered
prior to such a transfer.

One important consideration is

that once the professional athlete

or celebrity transfers assets to

their spouse, the assets belong to

the spouse. This means that the
spouse can do whatever they want
with the transferred property, including
spending it, selling it, or giving it away.
It also means that the property will

be subject to the claims of the
spouse’s creditors. Such a transfer
may also serve to convert what was
previously the transferor’s separate
property into marital or community
property (or even the spouse’s
separate property) for purposes of
equitable distribution in a divorce.
Because community property is subject
to the claims of creditors of both
spouses, a transferor in a community
property state must convert the
property to separate property of the
other spouse to receive any potential
creditor protection.

Tenancy by the entirety

An alternative to transferring
property to a spouse is taking title
to the property with the spouse
as tenants by the entireties.
Tenancy by the entireties is a
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special form of joint ownership
available only to married couples.

In many (if not most) of the states
recognizing tenancy by the entireties,
only a creditor of both spouses can
attach property owned by a couple

as tenants by the entireties. While this
form of ownership can provide
significant advantages, it is available

in only a handful of states and may
not be applicable to all types of assets.
Further, the protection provided by
this form of ownership is available only
so long as the spouses are married—if
the spouses divorce or one spouse
dies, the property may once again

be subject to the claims of creditors.

Family limited partnerships and
family limited liability companies
A family limited partnership (FLP) or
family limited liability company (FLLC)
can also provide a measure of

asset protection. Because the assets
are owned by the entity, not the
individual debtor, in many states,

a creditor’s only recourse is to obtain
a charging order. A charging order
gives the creditor the right to any
distributions from the entity to which
the debtor would otherwise have
been entitled. The charging order
neither entitles the creditor to become
a partner or member of the entity nor
gives the creditor the power to review
any business or tax information about
the entity. For this strategy to work
with a limited liability company (LLC),
the LLC may have to have more

than a single member, and there
must be some restrictions in place
regarding dissolution.

LLCs can also be used to insulate
individual assets. If a professional
athlete or celebrity owns one or more
rental properties, they should consider
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placing each such property in a
separate LLC. If properly structured
and administered, this will limit the
recovery for any liability originating
from the property (such as a slip

and fall accident in a vacation rental)
to the assets of the LLC.

Asset protection trusts
Traditionally, an asset protection
trust (APT), which is also known

as a self-settled spendthrift trust,

is a trust created and funded by an
individual (known as the “settlor”)
who is also a named beneficiary of
the trust. The contributed assets are
generally shielded from the claims
of creditors, but the settlor can
continue to benefit from them in
their capacity as a beneficiary of

the trust. While state laws did not
historically recognize APTs, in recent
years a number of states have enacted
laws specifically permitting this type
of trust. One typical protection
provided by such laws include a
shortened period in which to bring
a claim of fraudulent transfer against
the trust. Some states with APT
legislation also do not impose a
state income tax, thereby potentially
allowing the assets of the APT to
grow free from tax at the state level.

Even in a state with a strong APT
statute, however, trust assets will
generally not be immune from
claims for alimony, child support,
and preexisting claims arising
from negligence or recklessness.
Many states also require the
settlor-beneficiary to execute

an affidavit of solvency before
transferring assets to an APT.

In addition, a successful transfer
of assets to an APT will necessarily
involve a surrender of control by the

transferor. The transferor should
strongly consider whether they

are truly ready to let go of the assets
they intend to transfer.

An additional layer of protection

may be provided through the
thoughtful selection of assets used

to fund an APT. For example, if an
APT is funded with LLC interests,

a creditor who succeeds in having
the transfer to the trust set aside as
fraudulent will be rewarded only with
a charging order (as discussed above).
Residents of states that do not have
APT-friendly laws should consider the
risks and benefits of establishing an
out-of-state APT.

It is also possible to create an

asset protection trust in a jurisdiction
outside of the United States.

Foreign APTs are administered by

a trustee located in a different country
in accordance with the laws of that
country. Foreign APTs may provide
certain protections above and beyond
those available to domestic APTs.
First, the legal standard applicable to
claims brought against foreign APTs

is generally more debtor-friendly.

The period of time in which a creditor
may bring a claim (generally referred
to as a “statute of limitations”) is
typically much shorter (for example,
within one year of the event giving rise
to the claim). If a creditor succeeds

in bringing a claim within this short
window, claimants may be required
to prove the transfer was fraudulent
beyond a reasonable doubt, as
opposed to the (slightly) more
forgiving clear and convincing
standard generally applicable to

such claims in many states.
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Second, the creditor will face various
financial and logistical difficulties in
bringing a claim. Foreign law may
preclude an attorney from entering
into a contingent fee arrangement
with a creditor or may require the
losing party to reimburse the winning
party’s legal fees. Finally, foreign
jurisdictions will not be required

to recognize a judgement from a

US court. This means that the creditor
would have to litigate the claim giving
rise to their status as a creditor in

the foreign court, then engage in

an additional suit to prove that

the transfer to the foreign APT

was fraudulent.

While foreign APTs can provide an
additional layer of protection, they
also entail significant administrative
complexity, particularly with regard to
tax reporting. Further, the same legal
hurdles that serve to stymie potential
creditors can make it difficult for a
settlor/beneficiary to resolve disputes
with the foreign trustee.

A number of variants on the APT
concept have emerged over the years.
For example, a “hybrid” APT is a
trust initially created for one or more
beneficiaries other than the settlor.
The trust contains a provision
appointing an individual—typically
known as a “trust protector”—who
is not a trustee and who is not acting
in a fiduciary capacity. The trust
protector is given the power to add
beneficiaries from within a specified
class—often descendants of the
settlor’s grandparents. Consequently,
unless and until the settlor requires
distributions from the trust, the settlor
need not be a beneficiary.
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Beneficiary controlled trusts
Another, possibly more aggressive
alternative to a traditional domestic
APT is a so-called Section 678 trust,
which is sometimes also referred to as
a beneficiary defective inheritor’s trust,
or a beneficiary deemed owner’s trust.
A Section 678 trust is a type of APT
that is created by a non-beneficiary
settlor (often a friend or family
member) who funds the trust with

a gift of $5,000. The beneficiary has
the right to withdraw all contributions
to the trust each year, and this

right lapses each calendar year in
amount equal to the greater of
$5,000 or 5% of the value of the
trust assets. Because of the right to
withdraw all contributions to the trust,
the trust becomes a grantor trust as
to the beneficiary. This means that the
beneficiary is responsible for the trust's
income tax. The beneficiary may then
sell additional assets to the Section
678 trust (typically, shares in the
beneficiary’s business) in exchange

for a promissory note.

The terms of the trust typically provide
that the beneficiary has both the right
to receive distributions of income

and principal, subject to an
ascertainable standard

(typically phrased as “health,
education, maintenance,

and support”), and the limited power
at death to redirect any remaining
trust assets to a class of persons other
than the beneficiary, the beneficiary’s
estate, or the creditors of either. These
limited powers allow the beneficiary to
benefit from the trust while potentially
protecting the trust’s assets from their
creditors. The assets the beneficiary
sold to the trust will also be removed
from their estate for estate tax

purposes, and any future appreciation
on those assets will occur inside the
trust instead of in the beneficiary’s
estate. It is important to note,
however, that the Internal Revenue
Service (IRS) has not provided any
guidance on Section 678 trusts, and
consequently this strategy might entail
a degree of risk.

Marital agreements

Marital agreements are often

an important part of the
professional athlete or celebrity’s
asset protection plan given the high
rate of divorce among professional
athletes and celebrities.

Premarital agreements (also called
prenuptial agreements or “prenups”)
are a common, well-accepted
agreement entered into before a
marriage ceremony. A postnuptial
agreement is a similar arrangement
entered into after a couple is married.
The institution of marriage creates
legal rights and obligations

between partners. A prenup
memorializes each party’s
understanding of the property

and financial rights of each spouse

in the event of the end of the
marriage caused by death or divorce.
Even though most couples aren’t
thinking about death and divorce
when they get married, about 78%
of the marriages of professional
athletes in America end in divorce,
and death is inevitable for all. In light
of these statistics, a professional
athlete or celebrity who's considering
marriage might wish to consider a
prenuptial agreement.
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In the United States, prenuptial

agreements are recognized in all

states and the District of Columbia

(though they may not always

be enforced). Though state laws vary,

there are five elements that are

generally required for a valid

prenuptial agreement:

— It must be a written agreement,

— The parties must enter into the
agreement voluntarily,

— There must be full disclosure of
both parties’ assets and liabilities,

— The agreement cannot be
unconscionable, and

— The agreement must be properly
executed (similar to what is required
for a deed).

Each state has a body of family

laws that determine how property

is handled during marriage and

after marriage. In many states,
spouses are entitled to share and
receive ownership of property and
debt acquired during the marriage

as well as take ownership of some
portion of the marital estate following
the death of a spouse. These laws can
vary widely from state to state and it is
not uncommon for couples to want
and agree to dispose of their property
in a manner that varies from what
state legislatures have prescribed.

No matter what the prenup’s driving
purpose, parties should consider
discussing their potential issues and
resolve these issues in writing before
the marriage, at a time when a
couple is in a loving, cooperative
relationship as opposed to the
potentially combative environment
generated by a looming separation
and subsequent divorce. Both parties
to a prenup typically have separate

Advanced Planning Group

legal representation so that they
have the opportunity to better
understand the legal ramifications
of their agreement.

In some cases, parties may wish

to have unrelated witnesses present
during the signing. This may help to
reinforce or provide proof of the fact
that neither party has been coerced
into the agreement. Some attorneys
even recommend videotaping the
signing ceremony. Some states, such
as California, require that the parties
be represented by counsel if spousal
support (alimony) is limited by

the agreement.

Successful discussions regarding
prenups generally take place and

are implemented over time. A prenup
may take four weeks or more from

the initial discussions to signing

and executing the documents.
Although there is no set length

of time in which an enforceable
prenuptial agreement must be
completed and executed prior

to a wedding ceremony, signing

a prenup after wedding invitations

are sent (or right before the ceremony)
may suggest undue influence or duress
if contested in court at a later date.
State laws provide a “one size fits all”
mechanism for the division of property
rights and obligations upon divorce

or death. Prenuptial agreements allow
a couple to customize the treatment
of assets in those circumstances.
Prenuptial agreements are, at best,

a partial solution to controlling

some of the risks of marital property
disputes in times of divorce or after
the death of a spouse. Even so, they
can be helpful in limiting the parties’
property rights and ongoing financial

obligations during the marriage
and after a divorce. At death,
prenups can act as a contract to
make a will or eliminate all rights
to property, probate homestead,
probate allowance, right to take
as a predetermined heir, and the
right to act as an executor and
administrator of a spouse’s estate.

Cohabitation agreements

Married couples automatically have
access to a host of rights and default
state laws that attempt to approximate
their desires. However, unmarried
professional athletes and celebrities
who are in a long-term relationship,
may wish to create some of these
rights via contract. Unmarried athletes
and celebrities who are living with

a significant other may wish to
consider drafting a cohabitation
agreement. This document may
address such issues as joint funds,
financial obligations, and rights in

the event of a breakup. Without such
an agreement, the rights of the

athlete or celebrity’s unmarried partner
to property may be severely limited,

if they exist at all.

Further reading

For more information about asset
protection planning, see Jacqueline
Denton, Asset Protection Planning
(a publication of the UBS Advanced
Planning Group). For more information
about marital agreements, see Laura
Chooljian, Marital Agreements

(a publication of the UBS Advanced
Planning Group). A resource for
unmarried couples is Casey C. Verst,
Planning for Unmarried Individuals
(a publication of the UBS Advanced
Planning Group).
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Insurance planning

Life insurance can be used to address a broad range

of financial concerns for the professional athlete or
celebrity, including providing a safety net for their family
in the event of the premature death of the professional
athlete or celebrity, protecting their brand and financial
interests, planning for estate and wealth transfer, serving
as an alternative investment option, or fulfilling a
philanthropic goal.

Income replacement

Without the death benefit, if the professional athlete or
celebrity passes away unexpectedly, their family will lose
the income that the athlete or celebrity would otherwise
have provided. Many professional athletes and celebrities
tend to carry a lot of personal debt (mortgages, etc.).
Without life insurance, upon their death, it is possible

that this debt will need to be repaid. Thus, the death
benefit provides a safety net for the celebrity’s or athlete’s
family. Depending on how the policy is titled, the celebrity
or athlete may also have access to the cash value of

the policy. Thus, premiums for certain types of life
insurance might be viewed as a form of savings. The death
of the professional athlete or celebrity often results in the
termination of an income stream which family members
rely on for their living expenses. Life insurance can be used
as a means of providing funds to replace that lost income
for the beneficiaries. It can also be used to cover funeral
expenses and taxes, pay off existing debt, or create a source
of funds for future expenses such as college tuition.

Estate planning

In 2025, the federal estate and gift tax exemption is $13.99
million per person ($27.98 million for a married couple).®
The federal tax rate for transfers over the exemption
amount is 40%. For large estates that have a significant
amount of illiquid assets, such interests in closely held
entities or real estate, paying the estate tax within the
nine-month estate tax return filing deadline may result

in a forced sale of assets at potentially unfavorable prices.
A life insurance policy can potentially provide assets

at death that could be used either to pay the estate tax
or to purchase illiquid assets from the estate, and thereby
may help to avoid a forced sale or the burden of a loan.

Wealth replacement

Life insurance can also be used to replace assets from
the estate that have been used for other purposes
(e.g., charitable bequests or estate taxes) in order to
ensure the family financial legacy isn’t diminished by
testamentary charitable gifts or estate taxes.

Provide inheritance for blended family

Blended families have estate planning needs and
considerations that traditional estate plans may

not anticipate and address. With traditional estate planning,
the majority of the estate is typically left to the surviving
spouse, and the children do not receive an inheritance until
both parents have passed away.

However, couples who are in a second marriage may
also have children from a first marriage, or there may

be a significant difference in age between the couple.
These additional considerations may present a need for

a more flexible estate plan. Life insurance can be a useful
tool in creating an estate plan that addresses the more
complex needs of blended families. Further, it is not
uncommon for the professional athlete or celebrity to
provide financial support to a broader class of family
members than the typical wealthy taxpayer may support.
Often, the professional athlete or celebrity will want to
leave specific bequests to parents, siblings, and other loved
ones in addition to spouses and children at their death,
and these specific bequests may exceed the remaining
lifetime exemption (i.e., the gift and estate tax exemption)
of the professional athlete or celebrity. Incorporating life
insurance into the estate plan could mitigate estate taxes
that might otherwise be due upon the death of the
professional athlete or celebrity who would like to

leave assets exceeding their remaining lifetime exemption
to heirs.?

For example, let’s assume Sam'’s second spouse is 10 years
younger than Sam and, they have two young children
together. Let’s also assume that Sam has two adult children
from a prior marriage and four grandchildren. When Sam
dies, Sam would like to ensure that Sam'’s second spouse
and young children are provided for. At the same time, Sam
wants to leave an inheritance to Sam’s adult children and
grandchildren that will be given to them upon Sam’s death,
rather than delay their inheritance until Sam’s second

8 This assumes that each spouse is a US person (i.e., a US citizen or US domiciliary). For a US person, the gift and estate tax exemption is indexed annually for inflation
and currently includes a temporary increase. This increase expires after 2025, at which time the gift and estate tax exemption will be cut roughly in half.
9 This guide uses the term “heir” in the colloquial sense—referring to a person who receives property from a decedent—rather than its strict legal sense.
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spouse’s death. As one possible approach to achieving
these objectives, adult children and grandchildren could be
beneficiaries of a life insurance policy insuring Sam’s life.
At Sam'’s death, they receive their inheritance via the life
insurance proceeds, leaving Sam’s estate to Sam's second
spouse and two young children.

Alternative investment option

Life insurance may also be viewed as an alternative

asset class. Rather than investing in stocks or bonds,
assets may be used to fund a life insurance policy to
generate returns via the death benefit and may also
generate cash value on a tax-deferred basis. Life insurance
death benefits are income tax-free if structured properly,
and can also be structured to be estate tax-free, which
can make the return on investment very compelling.

Estate and trust planning

The most important steps in developing an estate plan

for the professional athlete or celebrity is assessing what
they have in place already. By creating an inventory of their
current assets (including intellectual property), liabilities,
insurance policies, and legal documents, the athlete or
celebrity is better positioned to perform regular reviews

of their current net worth and estate plan. This step is
essential in organizing, analyzing, and evaluating the
current financial condition of the professional athlete

and celebrity.

A summary of the professional athlete or celebrity’s net
worth often provides details regarding asset composition
(e.g., liquid financial assets, retirement assets, benefit
plans, and businesses), asset ownership, and titling.

A detailed net worth summary can help to uncover
planning opportunities. For example, it may identify an
area of financial concentration that may require additional
planning considerations to avoid a “fire sale” by the estate
or a liquidity issue.

The basic estate plan

The basic estate plan should address the specific goals
and wishes of the professional athlete or celebrity.
While maximizing the transfer of assets may be the
motivation for one individual, for another it may be
preserving their privacy. Regardless, the first thing that
many people think of when they hear “estate planning”
is death. However, estate planning involves more than
simply planning around one’s demise.
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Estate planning may also involve the efficient transfer

of assets during one’s lifetime, the delegation of authority
during a period of incapacity or the authorization of a
specific medical procedure when death is imminent. A few
common basic estate planning documents typically include
the following:

Health care proxy and living will

A health care proxy and living will is a document

(or, in some states, separate documents) in which
someone is designated to make a broad range of
health-related decisions for the professional athlete

or celebrity when they are not personally able to give
informed consent. An athlete or celebrity might consider
naming two individuals to act in this capacity: a primary
agent and a successor agent. This document should be
drafted to conform to the privacy rules implemented under
the Health Insurance Portability and Accountability Act of
1996 (HIPAA) legislation.

Durable power of attorney

A durable power of attorney is a document in which
another person (also called an agent or attorney-in-fact)
is named to perform certain acts, such as manage the
financial affairs of the professional athlete or celebrity,
should they become incapacitated. An athlete or celebrity
might consider naming two individuals to act in

this capacity: a primary agent and a successor.

will

A will controls how probate property is distributed

after the death of the professional athlete or celebrity.
The person in charge of executing the terms of the will

is called an executor or personal representative, and

they need to be nominated in the will. Another important
function of the will is to appoint a guardian who will care
for minor children, if any. The guardian will make the daily
decisions regarding the minors’ care, including education
and living arrangements.

Revocable trust

A revocable trust allows the professional athlete or celebrity
to control how their wealth is managed after their death.
In addition, funding a revocable trust during life will let
assets in the trust avoid the probate process, which will
save the athlete or celebrity’s family time and money.

A revocable trust also provides an effective way to manage
assets should the professional athlete or celebrity become
incapacitated. The athlete or celebrity will have the same
level of control over assets in the revocable trust as if they
held the assets in their own name.
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Land trusts and privacy considerations

A land trust, nominee trust, or realty trust is a private
agreement that is generally revocable by the grantor and
that allows a party, the trustee, to hold title to property
for the benefit of another individual (typically, the grantor
or settlor). The grantor is generally the beneficiary of the
trust for their lifetime. Land trusts are typically implemented
for professional athletes and celebrities who are seeking
privacy when they purchase real estate. They are typically
drafted in accordance with the state law of the state in
which the real estate is located, and since state laws vary,
there are nuances to how these structures are implemented
and how effective they are in providing the desired
anonymity sought by the grantor. For income-producing
property, sometimes an LLC structure is used instead.

The athlete or celebrity should consider whether this type
of trust or entity structure would inadvertently upend any
asset protection that might otherwise be available to
them if the property were titled in their individual name
(for instance, in Florida, homesteaded property cannot be
titled in an LLC).

Advanced planning

More advanced estate planning typically involves the
creation of irrevocable trusts. One type of irrevocable
trust that is often considered core in the estate plan of
the professional athlete or celebrity is the irrevocable life
insurance trust. This trust is created to own life insurance
policies on the life of the professional athlete or celebrity,
or sometimes, on the joint lives of the athlete or celebrity
and a spouse. If the irrevocable trust purchases and
owns the life insurance and is properly drafted, then the
insurance proceeds should not be included in the estate
of the insured. In addition, the insurance proceeds should
have potentially more asset protection than if they passed
outright to individuals and there may be additional estate
planning benefits for the trust beneficiaries in their own
estates. Other types of irrevocable trusts, such as the
APT described above, can also be structured to own life
insurance. An APT can be funded with a completed gift,
using some portion or all of the athlete or celebrity’s
lifetime exemption. By funding with a completed gift,
the athlete or celebrity transfers assets outside of their
estate and also presumably has the asset protection
afforded by law in the APT state.

19 For some important caveats, see note 6.

Other irrevocable trusts are often established so that the
professional athlete or celebrity can shift assets and future
appreciation on those assets outside of their taxable estate.
In 2025, the federal estate and gift tax exemption is $13.99
million per person ($27.98 million for a married couple).’
Making gifts that use up some or all of those exemptions
(sometimes called “taxable gifts”) during life can be an
effective way to reduce future estate taxes. Substantial
gifts should be coordinated with the professional athlete
or celebrity’s financial plan so that they do not endanger
their financial security.

Often, when professional athletes or celebrities who are
married consider maximizing their lifetime exemption gifts,
they find that all the family assets are titled in the name of
the professional athlete or celebrity and very few assets are
titled in the name of the spouse of the professional athlete
or celebrity. This presents a challenge for the athlete or
celebrity who would like to take advantage or gift both
their lifetime exemption amount and their spouse’s lifetime
exemption amount. One option they can consider is to
create an irrevocable trust for their descendants and fund
that trust with some or all of both spouses’ lifetime gift
exemption amounts. It is possible for both spouses to gift
split when funding such a legacy trust and thus both
lifetime exemptions will be utilized.'” The grantor can
decide how much access each beneficiary has to the funds
during their lifetime and for what purposes (e.g., education,
purchasing a home, or starting a business). This trust may
include withdrawal rights (commonly called “Crummey”
provisions) that allow gifts to qualify for the gift tax

annual exclusion. In addition, spendthrift provisions can

be included to provide protection from future creditors.
They may also consider applying their generation-skipping
transfer (GST) tax exemption to these gifts as well so that
the trust assets can avoid the GST tax (or, alternatively,
inclusion in the beneficiaries’ estates for estate tax
purposes). Trusts that can last for generations and are
exempt from GST tax are often referred to as dynasty
trusts or legacy trusts.

Making lifetime gifts can have many benefits, including
saving transfer taxes on any asset appreciation that occurs
between the date of the gift and date of death. Another
option (in addition to, or perhaps instead of a trust that

" This assumes that the non-donor spouse is a US citizen or permanent resident, has consented to split gifts, and does not provide the non-donor spouse a general power of
appointment over or any beneficial interest in the assets that are gifted. To split gifts, the donor must complete and file a federal gift tax return (IRS Form 709), which the
non-donor spouse must also sign, providing their consent to split all gifts for the calendar year applicable to the gift tax return. If consent to split gifts is provided by the
non-donor spouse for the calendar year, all gifts must be split in the year in which consent is provided. If either spouse makes a gift that exceeds the couples combined
annual gift tax exclusion ($38,000 in 2025) or if each spouse makes gifts that exceed that spouse’s individual annual gift tax exclusion ($19,000 in 2025), both spouses will
need to file their own federal gift tax return and each spouse will need to provide their consent to split gifts on the other spouse’s return.
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only benefits descendants) involves the professional athlete
or celebrity establishing an irrevocable trust for the benefit
of their spouse, in addition to children. This trust allows the
use of lifetime gift tax exemption but preserves some access
to trust funds by naming the spouse as a trust beneficiary.
This structure is known as a “spousal lifetime access trust”
(SLAT). A SLAT is frequently designed as grantor trust,
which means that all of the SLAT's income is reported on
the grantor’s individual income tax return, which in turn
allows the SLAT to grow free of income tax during the
grantor’s life.

It is possible for married clients to set up trusts for each
other such that each spouse funds a trust for the other
spouse and descendants; however, it is critical that the
trusts not be identical. If the trusts are substantially similar,
then the grantors are essentially in the same economic
position after the trusts are created as they were before,
and the IRS could apply the reciprocal trust doctrine to
include each trust’s assets in the grantor’s estate for estate
tax purposes.

With respect to divorce or legal separation, instead of
naming the current spouse by name, the trust can be
drafted so it benefits whoever is married to and living
with the funding spouse at a particular time. This so
called “floating spouse” definition effectively removes
the current spouse as a trust beneficiary in the event

of divorce or legal separation. In the event of remarriage,
the donor’s new spouse can become a trust beneficiary.
However, if the donor-spouse does not remarry, the
grantor spouse may lose access to the trust assets, unless
the trustee has the power to lend trust property to

the grantor.

SLATs must also be funded with separate property rather
than joint property or community property. In other words,
prior to transferring an asset to the SLAT, the asset must
solely be titled in the name of the grantor. In community
property states, this may require a couple to partition

their community property and fund the SLAT with the
grantor’s share of the partitioned property. This may
create complexities if the parties later divorce. Furthermore,
in some states, in the absence of a marital agreement,

the SLAT assets may be, but are not necessarily, considered
marital property for purposes of a divorce and division

of assets.

The Section 678 trust, discussed earlier in this guide,

is another type of trust that can be used for the benefit

of the professional athlete or celebrity. Income and growth
with respect to assets inside the Section 678 trust can
benefit the athlete or celebrity and all future descendants
while never being subject to wealth transfer taxes.

Also, the athlete or celebrity can be given a limited power
of appointment to designate who will ultimately receive
the assets in the trust at death. This adds necessary
flexibility in cases in which the athlete or celebrity is

young and there is uncertainty as to who their heirs may
be in the future. For enhanced asset protection, the athlete
or celebrity might consider having someone other than

the professional athlete or celebrity serve as trustee.

An independent, professional trustee may more easily
refuse requests for a distribution from the trust from

a family member or friend of the professional athlete

or celebrity. Also, the Section 678 trust can be formed

in a domestic asset protection jurisdiction if the professional
athlete or celebrity does not live in such a state.

Certain states permit irrevocable trusts to be a silent or
quiet trust, and, if this type of structure is available for
the professional athlete or celebrity, this is a trust feature
they may wish to think about incorporating into their
trust planning.' A silent trust is an irrevocable trust that,
by its terms, allows or directs the trustee not to inform
the beneficiaries of the existence of the trust, its terms,
and the details of the administration of the trust.

In effect, the trust is a secret kept from the beneficiaries.
The beneficiaries are not made aware of the value of the
trust, the assets of the trust, the terms of the trust or the
ongoing administration of the trust and its investments.
This may be important for the professional athlete or
celebrity who is interested in maintaining the trust without
needing to inform beneficiaries about its existence.

A myriad of other irrevocable trust structures and strategies
such as grantor retained annuity trusts, sales to grantor
trusts, loans, and qualified personal residence trusts can

be employed by the professional athlete or celebrity to
shift future appreciation outside of their taxable estate
over time."? Estate planning is a process which, if started
early and managed faithfully over time, potentially can
provide the loved ones of the professional athlete or
celebrity with tax and asset protection benefits over

many generations. For more information about basic

2 Not all states allow silent trusts. Some states, such as Florida, which do not permit silent trusts will allow a designated representative to be appointed to receive information

about the trust on behalf of certain trust beneficiaries.

31n 2022, however, the IRS issued proposed regulations that, under some circumstances, could potentially create unwelcome tax consequences for the settlor of a qualified
personal residence trust. For a more in-depth discussion of this issue, see Todd D. Mayo, Proposed Regulations Cast a Shadow on Qualified Personal Residence Trusts

(a publication of the UBS Advanced Planning Group).
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estate planning, see Joanna Morrison, Estate Planning:

An Overview (a publication of the UBS Advanced Planning
Group). For more information about SLATs, see Catherine
McDermott, Spousal Lifetime Access Trusts (a publication
of the UBS Advanced Planning Group). For more
information about beneficiary defective trusts, see

Joanna Morrison, Section 678 Trusts (a publication of

the UBS Advanced Planning Group). For an additional
resource about silent trusts, see Joyce Crivellari, Silent
Trusts (a publication of the UBS Advanced Planning Group).

Philanthropic considerations

The professional athlete or celebrity often desires to make
charitable gifts during their life. Funding charitable goals
during life offers two key benefits compared to funding
those goals at death: the athlete or celebrity receives an
income tax deduction, and they get the joy of seeing their
wealth put to work by the charitable organizations that
are important to them. Lifetime charitable gifts should be
coordinated with the athlete or celebrity’s overall financial
plan so that their financial security is not endangered.

The tax code imposes limitations on charitable income

tax deductions based on a taxpayer’s adjusted gross
income (AGlI)." Contributions of appreciated property
held long-term to a public charity can be deducted up to
30% of AGI while contributions of cash to a public charity
can be deducted up to 60% of AGI. For contributions to a
private foundation, the AGI limits are 20% and 30%,
respectively. Excess charitable contributions carry over

for five years.

Some donors choose to concentrate their giving in

order to make a significant difference in a specific
organization or to make concrete progress with regard

to a specific issue. Others find it beneficial to bunch
multiple years of charitable gifts into a single year.
Bunching multiple years of charitable gifts may allow

a professional athlete or celebrity to exceed their standard
deduction and therefore maximize their charitable income
tax deduction. This strategy may work particularly well if
the athlete or celebrity typically makes annual gifts as they
may contribute the bunched amount to a donor advised
fund (DAF) and then make grants periodically in future
years according to their original giving plan.

Choosing a charitable vehicle

Contributions to a DAF are generally treated as gifts to

a public charity for purposes of the deductibility limits.

The donor receives an immediate income tax deduction
for the amount contributed to the DAF even though the
assets may not be distributed to the ultimate charitable
beneficiary for years to come. This allows the taxpayer to
make contributions in high income years, build a charitable
fund over time and then recommend distributions for any
or all of the balance to charities in the future, once the
donor has decided on which charitable goals they want

to pursue. The professional athlete or celebrity can also
invite their children to participate with them in making
distributions from the DAF. Unlike a private foundation,
the DAF handles all of the paperwork and reporting
requirements going forward. A DAF allows the donor to
make donations anonymously, if desired, which can permit
the athlete or celebrity to protect their brand and privacy.

In terms of a more enduring structure for philanthropy,
some professional athletes and celebrities consider
establishing a private foundation either during life or

at death. For charitably-minded individuals, a private
foundation provides an opportunity through which to
pass their philanthropic legacy to their heirs. A private
foundation may be a better choice than a DAF if any of
the following conditions apply: (1) the donor wants family
members to earn income from managing the foundation,
(2) the donor wants the foundation to invest in specific
investments, especially hedge funds and private equity
partnerships, (3) the donor wants to make grants directly
to individuals (e.g., scholarships), or (4) the donor wants
to conduct charitable activities directly (e.g., building and
running a group home).

Charitable trusts can also be incorporated to fund
charitable endeavors. A charitable remainder trust is

a tax-advantaged way to diversify a low-basis
concentrated stock position while providing a future
benefit to charity. Generally, the professional athlete

or celebrity contributes appreciated assets (which
cannot be shares of an S-Corporation and generally not
debt-financed property) to a charitable remainder trust,
which would immediately sell the appreciated assets and
invest in a diversified portfolio. The charitable remainder
unitrust pays an individual at least 5% of the value of
the trust’s assets each year until the death or until the

14 More precisely, these limits are based on the donor’s contribution base, which is the donor’s adjusted gross income calculated without regard to any net operating

loss carrybacks.
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expiration of a certain time period (generally 10 or

20 years), at which time whatever is left in the trust

passes to any one or more charities. Capital gains realized
from the sale of the appreciated asset by the charitable
remainder trust are recognized by the individual each year
based on the amount they receive from the trust. As an
added bonus, the donor receives an immediate income tax
deduction upon funding the charitable remainder trust,
which typically is based on the charities’ remainder interest
in the trust (which must be at least 10% of the charitable
remainder trust’s initial value).

A charitable lead annuity trust (CLAT) is another charitable
trust but works almost the opposite when compared to

a charitable remainder trust. A CLAT distributes a fixed
dollar amount to one or more charities (which can include
a donor advised fund) for a term of years (typically 10 to

20 years). At the end of the term, whatever is left in the
CLAT is distributed to individuals (generally, to the donor’s
children), either outright or in trust. A CLAT created upon
the death of the donor potentially can create a 100%
estate tax deduction, which will result in no state or federal
estate taxes being due on the assets contributed to the
CLAT. A CLAT created and funded during life generates
income tax deduction (for the grantor if structured as a
grantor CLAT and for the trust if structured as a nongrantor
CLAT) and provides a remainder benefit to individuals at the
end of the CLAT term.

Leveraging Personal Brand

Importantly, a philanthropic plan may include volunteerism

and giving “in-kind”:

— Volunteerism allows for personal, hands-on involvement,
with a wide range of opportunities and levels of
engagement. It can include serving as a board member,
helping to deliver an organization’s services (i.e., meals
to the home bound, tutoring through after-school
programs), or using the athlete or celebrity’s platform
to bring attention to a particular issue. Through all

Advanced Planning Group

these examples, professional athletes and celebrities
can lend their skills and talents, often in tandem with
others who do not share the same public status.
Actively volunteering and giving time has an immediate
benefit for the community, as well as building brand
equity as it relates to their chosen specific causes.

— In-kind giving is when a professional athlete or celebrity
is asked to serve as an ambassador or spokesperson,
lending their name or likeness. Items such as signed
memorabilia, hosting free concerts, providing
merchandise for “swag bags,” social media blogs, posts,
and endorsements, and other personal items may be
requested. Organizations like to use a professional
athlete or celebrity’s name, photo, autograph, or gift to
raise funds, typically through an auction or special event.

Professional athletes and celebrities have a unique
opportunity when it comes to creating a lasting and
impactful legacy. With an established public persona,
there is already a solid foundation on which the legacy
can flourish—through the professional athletes and
celebrities themselves, their families, their inner circles,
and their communities.

Understanding the relationship between their reputational
capital and their philanthropic journey of giving back to
the world allows for reliable and strategic methods of
executing on their goals while minimizing risks and pitfalls.
Regardless of the wealth status, knowing how to preserve
and elevate their brand to create a legacy is essential.

For more information about philanthropic planning, see
Shawna Hamilton, Debra G. Phares and Nicole T. Sebastian,
Celebrity Capital: Using Their Platform for Good

(a publication of UBS Family Advisory and Philanthropy
Services), and David Leibell and Nicole T. Sebastian,
Charitable Giving: Rules of the Road (a publication of

UBS Family Office Solutions, the UBS Advanced Planning
Group, and UBS Family Advisory and Philanthropy Services).
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of international and domestic ultra-high net worth
individuals and families.

Advanced Planning Group

Catherine received a B.A. from the University of Notre
Dame (cum laude). She went on to earn a J.D. from Rutgers
Newhouse University School of Law, where she was an
editor of the Law Review. She also earned her LL.M.
(Master of Laws) in Taxation from New York University
School of Law.

Catherine is a member of the New York bar and a former
member of the New York County Bar Association where
she served as a committee member for non- profit
organizations. She is a Board Member of The Glades
Academy, a public charter school in Palm Beach

County, Florida.
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About the Advanced
Planning Group

The Advanced Planning Group consists of former
practicing estate planning and tax attorneys with extensive
private practice experience and diverse areas of specialization,
including estate planning strategies, income and transfer
tax planning, family office structuring, business succession
planning, charitable planning and family governance.

Advanced Planning Group

The Advanced Planning Group provides comprehensive
planning and sophisticated advice and education to ultra
high net worth (UHNW) clients of the firm. The Advanced
Planning Group also serves as a think tank for the firm,
providing thought leadership and creating a robust intellectual
capital library on estate planning, tax and related topics of
interest to UHNW families.
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Disclosures

Purpose of this document.

This report is provided for informational and educational purposes only. It should be used solely for the purposes of discussion with your UBS Financial
Advisor and your independent consideration. UBS does not intend this to be fiduciary or best interest investment advice or a recommendation that you
take a particular course of action. The information is current as of the date indicated and is subject to change without notice.

Personalized recommendations or advice.
If you would like more details about any of the information provided, or personalized recommendations or advice, please contact your UBS
Financial Advisor.

Conflicts of interest.

UBS Financial Services Inc. is in the business of establishing and maintaining investment accounts (including retirement accounts) and we will receive
compensation from you in connection with investments that you make, as well as additional compensation from third parties whose investments we
distribute. This presents a conflict of interest when we recommend that you move your assets to UBS from another financial institution or employer
retirement plan, and also when we make investment recommendations for assets you hold at, or purchase through, UBS. For more information on how
we are compensated by clients and third parties, conflicts of interest and investments available at UBS please refer to the “Your relationship with UBS”
booklet provided at ubs.com/relationshipwithubs, or ask your UBS Financial Advisor for a copy.

No tax or legal advice.
UBS Financial Services Inc., its affiliates and its employees do not provide tax or legal advice. You should consult with your personal tax and/or legal
advisors regarding your particular situation.

Important additional information applicable to retirement plan assets (including assets eligible for potential rollover, distribution

or conversion).

This information is provided for educational and discussion purposes only and are not intended to be fiduciary or best interest investment advice or

a recommendation that you take a particular course of action (including to roll out, distribute or transfer retirement plan assets to UBS). UBS does not
intend (or agree) to act in a fiduciary capacity under ERISA or the Code when providing this educational information. Moreover, a UBS recommendation
as to the advisability of rolling assets out of a retirement plan is only valid when made in a written UBS Rollover Recommendation Letter to you provided
by your UBS Financial Advisor after a review of detailed information that you provide about your plan and that includes the reasons the rollover is in your
best interest. UBS and your UBS Financial Advisor do not provide rollover recommendations verbally.

With respect to plan assets eligible to be rolled over or distributed, you should review the IRA Rollover Guide UBS provides at ubs.com/irainformation
which outlines the many factors you should consider (including the management of fees and costs of your retirement plan investments) before making
a decision to roll out of a retirement plan. Your UBS Financial Advisor will provide a copy upon request.

Important information about brokerage and advisory services.

As a firm providing wealth management services to clients, UBS Financial Services Inc. offers investment advisory services in its capacity as an SEC-registered
investment adviser and brokerage services in its capacity as an SEC-registered broker-dealer. Investment advisory services and brokerage services are separate
and distinct, differ in material ways and are governed by different laws and separate arrangements. It is important that you understand the ways in which
we conduct business, and that you carefully read the agreements and disclosures that we provide to you about the products or services we offer. For more
information, please review the client relationship summary provided at ubs.com/relationshipsummary, or ask your UBS Financial Advisor for a copy.

Version: February 10, 2025
© UBS 2025. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved. UBS Financial Services Inc.
is a subsidiary of UBS Group AG. Member FINRA/SIPC. 2025-1770000
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