Part I

Introduction
The Prosperity Economics Movement aims to accomplish
two goals:

Learn the whole truth about
financial matters

Apply those truths to
financial strategies that help
clients prosper

Our commitment to financial education is based on Robert
Kiyosaki’s metaphor of the three-sided coin. Heads is one
point of view; tails is another. The third side is the unbiased
edge, which allows both sides to be observed so the truth can
be determined.
In this paper we explore the retirement “plan” common for
real estate investors, and consider an alternate option: the
Charitable Remainder Trust. A CRT on its own can be tricky
to navigate, but with our proposed strategy, there is a way to
optimize real estate gains, be charitable, and put one’s dollars
to work in multiple ways. Applying Kiyosaki’s principle, we see
that there is a third way of strategizing retirement income for
real estate moguls, neither anchored in the forthright sales of
property, nor in a whole life insurance strategy, but a strategy
that combines both with the power of a philanthropic goal.
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A trust preserves the value of real estate assets and protects
them from taxes. The money can be turned into a yearly income,
and any remainder is donated to one or more charities of one’s
choosing. A CRT can begin paying out immediately, which
increases retirement income, creates a charitable legacy,
and provides estate planning benefits that protect ones heirs.
Retirement can be an uncertain time, but being equipped with
better strategies, based on your client’s specific desires, can
help them to maintain prosperity through their lifetime.

The Risk Factor
Modern retirement planning relies heavily on
investment portfolios, and individuals entering
the retirement phase of life are now dipping into
their accounts for income. Those who have spent
their lives investing in Real Estate are often in
the selling phase—creating an income from
the sales of highly appreciated properties. The
greater the worth of the property, the greater
the taxes are, and the money is delivered in
a lump sum that could be tempting to spend
quickly. Regardless of how much profit results in
the sales of properties, the money must last for
the entirety of your client’s retirement; a period
of time that is unable to be pinpointed. A once
astronomical amount of cash can become quite
small when a client is expected to live for ten or
twenty years more, let alone thirty or forty years.
Retirement can be a stressful time, when to
many Americans it is expected to be a time of
relaxation and exploration. Many retirees hope
to travel, or to fulfill a bucket list—in which case
living expenses can often go up instead of
down, putting them in an equal or greater tax
bracket than they were in during their years in
the workforce.
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Retirees are now facing several problems
• They are consuming their accounts early on in
their retirement, leaving little to live on for an
unknown amount of time
• Their year-to-year income fluctuates drastically
depending on the stock-market, leaving them with
a decreased income when living off of the interest
• They remain burdened with a high cost of living
and expenses, and can’t keep up with inflation
So how do advisors help their clients maximize their retirement
income while building a legacy? Setting up a Charitable
Remainder Trust is an excellent way to receive charitable
benefits, fulfill philanthropic desires, and minimize withdrawals
from a 401K for retirement income, extending the lifetime of
the client’s account. If established with a good strategy, a CRT
can help a client put their dollars to work in the most efficient
way.

What is a Charitable
Remainder Trust?
Charitable Remainder Trusts, or CRTs, have been used since
1969 as a way to support charitable organizations and convert
assets into income. A CRT is a vehicle for giving with split
interest, that is eligible for partial tax deductions. The trust
is tax exempt, and is designed to reduce taxable income by
first dispensing income to the beneficiaries of the trust, and
donating the remainder of the trust to a designated charity, or
multiple charities.

5

A trust begins with donations of assets into the trust, the
most valuable of which are often real estate assets, that
when sold, can provide a lifetime income. There are two main
types of charitable remainder trusts: annuity trusts, or CRATs,
which distribute a fixed annuity; and unitrusts, CRUTs,
which distribute a fixed annual percentage based on the
balance of the trust’s assets. CRUTs allows for additional
contributions, which can make it a more ideal vehicle for
investors with a lot of real estate.
Among the assets that can be donated into a CRT are:
•
•
•
•
•
•

Cash
Stocks (no S-Corp stock)
Publicly traded securities
Non-public assets like real estate
Private business interests
Private company stocks

The donor of the trust is eligible for the following partial-tax
deductions, which are based on a number of factors. Type
of trust, term of the trust, projected income, and IRS interest
rates are all contributing factors in the overall deductions.
The money from the trust can be reinvested, and the income
resulting from this can be taxed as ordinary income depending
on investments made within the newly established CRT.
A CRT pays out its remaining balance to designated
charities upon the termination of the trust, either at the end
of a specified time frame up to 20 years, or the death of the
beneficiary.
So what makes a CRT so beneficial? For a real estate
investor, one of the key benefits is in the preservation of highly
appreciated assets, or real estate. For those in ownership of
long-term assets of a high appreciation, including properties
that don’t produce an income, a CRT allows the property to
be contributed, and when that property sells it is exempt from
capital gains taxes and depreciation recapture taxes.
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The trust allows the asset to be used without a large tax payout,
which provides more income for the beneficiary and more
donated to the designated charity. The partial tax deductions
are calculated by the remainder distribution to the charitable
beneficiary.
Because of the income provisions of the CRT, it is a valuable
tool in retirement planning, providing an assured income
over the remainder of the beneficiaries life. The CRT is also
excellent in estate planning, as assets moved into the trust are
removed from the estate, effectively removing the estate taxes
due upon the beneficiaries death.

The Roles
of the CRT
There are a few roles involved in the CRT, which can make it
seem like a complicated tool. The grantor of the CRT, which
can also be the beneficiary of the trust’s income, is the person
who initially donates assets into the trust. The trustee is
the individual who sells the assets, free of capital gains
taxes, then reinvests the money into income-producing
assets. This income flows back to the grantor, or
otherwise designated beneficiary. Upon the death of the
grantor, or the end of the trust’s term, the remainder of the
assets go to the designated charity.
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Part II

As stated, the goal of this paper is to examine challenges
facing retirees today, and exploring strategies that support
Real Estate Investors in solving the age old problem of capital
gains taxes. In turn, real estate investors in the field will be
able to extend their retirement income, fulfill their philanthropic
desires, and leave a legacy. Our aim is to help advisors navigate
these strategies with their clients before retirement, to better
help those clients live a prosperous life beyond their working
days.
The following strategy demonstrates how to create liquid
assets from the income of a Charitable Remainder Trust, and
examples of how to utilize all of a client’s assets to extend their
retirement income. Because income from a CRT is partially
tax deductible, and free from capital gains taxes completely,
the assets are more efficient. Initial liquidity allows assets
to be moved to where the money can do the most good.
This strategy is a method of shifting assets to create more
longevity between all available accounts, in turn allowing
money in qualified plans and other, less liquid accounts, to
continue growth. Clients can even use the benefits of their
CRT to improve the income received from their other assets,
like qualified plans. We’ll illustrate through a case study that
compares profits from regular Real Estate sales to a lifetime
income supplied by establishing a Charitable Remainder Trust.

Setting Up the
Client’s Assets

In this study, we’ll compare the client’s “plan” to our strategy.
The client has it all figured out, and he’s going to sell his
assets and turn those into an income that he hopes will last
through retirement. At the age of 50, he’s an investor with
about $250,000 of available cash, and he’s adding $60,000 a
year coming from his real estate.
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Illustration A-1.0: Client’s
Stored Cash
The illustration below shows our
client’s cash that, initially, he’s putting
$60,000 a year toward all the way until
retirement. This is cash that isn’t doing
work anywhere else. This is ordinary
taxable money, that he will later use
to draw a retirement income from.
Inflation is accounted for, both in his
payments and in the account as a
whole, and he earns a small increase
on the stored cash.

Currently, this client owns a $4.5 million building that he’s
owned for nine years. Since purchasing, it’s value has grown
by $1 million, which is a 3% growth rate. Overall, his earned
income is $100,000 a year.

Illustration A-1.1: Client’s
Real Estate Values
Our client’s largest asset is his real
estate, which is valued at $4.5 million
when he is 50 years old. By the time
the client is ready to sell his property
at the age of 70, his property is worth
$8 million.
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In our illustrations, you’ll note that we have this salary inflated,
taxed, and FICA and Medicare are accounted for. His spouse
is a teacher making $63,000, and her salary is also inflating
over time. Because our client is filing as self-employed, he
pays both ends of the FICA. In addition, the client and his
spouse are set to retire at the age of 67. The client’s social
security benefit is set to pay out at $30,552, and $22,268 for
his wife. They’ll defer and retire at 70, to add a few extra years
of growth.

Illustration A-1.2: Client’s Income and Social Security Benefits
Based off of our client’s real estate profits, he brings home an income of $100,000 for his personal expenses a year. His spouse
brings home $63,000. These incomes are indicated in the two leftmost columns of the spreadsheet. Both incomes are taxed, and
have FICA and Medicare accounted for, as well as being adjusted for inflation each year. Any deductible expenses are noted, based
on our client’s self-employed status.
On the righthand side of the page, the annual social security benefits are noted for both spouses, including when those benefits will
begin paying out. Our client’s benefit is set at $30,552, and his spouses at $23,268. Though they can begin receiving their Social
Securities at 67, they both have elected to defer until age 70, their desired retirement age.
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Our client also puts $54,000 a year into his qualified plan, or
tax advantaged account, the maximum he can contribute. The
account growth is at a rate of 6%, but the increase is only
about 3%.

Illustration
A-1.3:
Client’s Tax Advantaged
Account, Qualified Plan
Contributions
In the following illustration, we can
see our client’s contributions to his
qualified plan. His payments are
maxed out at $54,000, which is
indicated in the second column from
the left. The account continues to
grow until age 70, when our client
will begin withdrawing his retirement
income. Only a portion of this income
will come from his qualified plan, the
rest from his other various accounts.
Under earnings rate we see a steady
6%, but it ends up coming out closer
to 3% after fees and opportunity
costs. His payments are adjusted for
inflation, like his income and other
assets, so we see the amount paid
slowly increase. His withdrawals, too,
will also adjust for inflation. The lower
picture shows the bottom half of the
chart, when his withdrawals begin.

The client has a nice setup so far, and he’s got his assets
spread in a desirable way. Overall, the client’s expenses are at
$189,890 a year. At a 3% inflation rate, his expenses become
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$332,973 a year by his retirement age of 70, and that number
will continue to increase over his retirement. That’s just how
inflation works. This increased cost of living is based only on
inflation, and no other expenses have been added or changed.
Illustration A-1.4: Client’s
Expense Chart, #1
Below we have a filled out chart of all
the client’s expenses, which can be
as thorough as ours or not. At age 50,
the client’s total expenses are equal
to $189,890. This is indicated in red
above the charts. At the age of 69,
with inflation factored in, these same
expenses are $332,973, as indicated
on the far right. No new expenses
have been added. So at the age of
retirement, our client will have to be
able to support this increased cost of
living, that will continue to increase
over his lifetime.

If we throw education into the mix, from our client’s
age 50 until 57, he pays $40,000 a year to put his
two children through four years of college. By the last
year of his children’s education, education costs have
inflated to about $49,000 a year.
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Illustration A-1.5:
Expense Chart, #2

Client’s

Below is a similar chart of our client’s
expenses, yet only shows education costs
for his two children. From the age of 50 to
the age of 57, our client will have two college
aged children. If their college expenses
begin at $40,000 each, and they do not
overlap, the yearly payment will have inflated
to $49,000 a year by the time his second
child graduates. College calculations can be
tricky, because many students take longer
than 4 years to graduate, so these costs
could potentially increase. The school’s
tuition rate also factors in, and depending
on where our client’s children go to school,
the payment could be more or less than
$40,000. Scholarships and grants can
alleviate some of this cost, or his children
may decide a different path completely.
Because of the uncertainty of the planning,
and because the expense only occurs over
a certain timeframe, we made a separate
expenses sheet altogether.

If we look at the retirement stage of our client’s expenses, he
begins retirement with almost $350,000 of expenses. When
inflation is factored in, the client’s expenses reach $965,000
a year by the age of 120. His living expenses reach almost
$1 million at the end of his possible life expectancy. This is
even without factoring the possibility of additional bills related
to healthcare or other unplanned expenses. That’s a huge
number for our client to support with little change to his income.
His problem will be figuring out how to stretch his income
and even increase it to keep up with inflation, and that’s if the
inflation rate remains at 3%. For this illustration we chose to
stay at 3% throughout, when in fact the national average from
the last 50 years has been a rate of roughly 3.87%.

Illustration A-1.6: Client’s Expense Chart, #3
Our final expense sheet shows the inflation rate of our client’s expenses during retirement. The timeframe spans from age 70 to
age 120, though the expenses themselves have not changed from what they were in the first chart. At the beginning of the client’s
retirement, his expenses are $342,962 per year, and near the end of the timeframe the same expenses have inflated to $965,049 a
year. By the end of the time frame our client’s cost of living, if all of his expenses remain as they are, is nearly $1 million.
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A Note on FICA
A W-2 employee pays 15% on FICA. Although the actual percentage is about 6.4%, employers hire knowing
that they will have an expenditure of whatever the FICA costs. In those terms, it’s money that didn’t go to the employee
because the employer paid that share of the FICA already. The numbers even out, and the employer acts as the collector
for the IRS, rather than relying on the employee to pay. Most people are taught to see this as an advantage for W-2
employees and a penalty for those that are self-employed who have to pay 15% “out of pocket.” The big picture shows
that everyone pays this 15%, whether they realize it or not.

Client A’s Plan

Our client’s “plan,” which is the typical plan for most real
estate investors, is to sell property upon retiring. So at age 70,
our client is going to sell his property for $8 million. That $8
million, however, has $2 million of taxes in the form of deferred
depreciation and capital gains attached. So, although his
property has increased by $3.5 million in value from its $4.5
million by retirement, our client only sees about a $1.5 million
increase. So the client walks away with a large sum, but with
significant cuts off the top. The client chooses to move this $6
million over to his mutual funds. He draws his retirement money
from several of his assets, so he understands the importance
of diversification.

Illustration B-1.0: Mutual
Funds Account After Selling
Real Estate
When our client retires, he decides to sell
his $8 million property for a $6 million value,
and has that money stored in his mutual
funds. Until this point, he did not have a
fund, so he starts this account with only the
profit from the sale of his property. He also
begins withdrawing part of his income from
this account, in increasing amounts as he
attempts to keep up with inflation.

15

By age 100, the client is effectively out of money, and in these
last years it takes just shy of $1 million to cover his expenses.
While the client’s social security income is still providing for
him, it’s not enough to cover his cost of living.
Illustration
B-1.1:
Client’s
Retirement Income Depleting
Based on His “Plan”
If you look at a summary of the client’s Asset
Flow information, you can see a clear line of
income and his total asset value. The income
that our client has remaining is indicated in the
second column from the left, or the “Annual
Asset Cash Flow.” This value runs out at the
age of 101, though can only support our client’s
expenses until the age of 100. In the first
column from the left, named “B.O.Y. Value ALL
Assets,” we can see all of our client’s combined
assets. The remaining $7 million is the value of
our client’s personal residence, and is his only
real asset remaining at the age of 100, apart
from his social security income. He has no life
insurance, and therefore no death benefit or
cash value to add to his assets.

Apart from his social security income, the only
remaining asset the client has is his personal
residence. This property provides him with a few
options, but can only extend his income stream by a
few years.

Illustration B-1.2: Client’s Last
Asset, Personal Residence
Below is the data on our client’s last asset
at age 100, his personal residence. The net
worth of this residence reaches almost $8
million, and is the client’s last remaining
asset at the age of 100.
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The “P.F.T.A. Balance” column on the far right
indicates the clients Prosperity Flow Through
Account, which takes any leftover asset value
from the year and redistributes that value. That
account, too, becomes unable to distribute
assets past age 100.

So overall, selling his $8 million property for a $6 million return
only provided him with about 30 years of income. And the
$250,000 of available cash the client had wasn’t being put to
good use before retirement.
Illustration B-1.3:
Cash Flow Chart

Client’s

The following illustration is a different way
of viewing the client’s Asset Flow summary,
and demonstrates where his income is
being pulled from. Income from the client’s
qualified plan provides partial income until
the age of 89, and money from his mutual
funds, which was his real estate income,
provides until the age of 96. Once that money
runs out, the bulk of our client’s income is
drawn from his ordinary taxable account,
which began as that extra $250,000 of cash
laying around. What he’s left with is social
security income, which barely makes a dent
in his living expenses.

So what
will our
strategy
do that
Client A’s
plan does
not?
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Our Strategy
It’s important to note that although the tax advantage
is a huge benefit, a CRT is also a charitable gift, and
should thus be initiated by someone who desires to
live a charitable life.
In our setup, we noted that the client has $60,000 a
year going into his ordinary taxable account. This is
the account which began at $250,000 of cash just
laying around. For our strategy, we are instead going
to pull $13,000 a year out of the account.

Illustration C-1.0: Moving
Funds from Ordinary Taxable
Accounts into Life Insurance
The client’s plan did not include permanent
life insurance, but if he were to slowly pay
down his ordinary taxable account, he would
have funds available to pay premiums for
himself and his wife. With this strategy, we
have decided to withdraw $13,717 each year
until our client’s retirement, consuming his
account by age 70. This rate of withdrawal
stays even and is not affected by inflation.
You’ll notice below that his earnings rate is a
low 1%, and is taxable.

This allows the client to now have a life insurance premium
of $43,717, and for his spouse to have a premium of $30,000
created by the paydown on that $250,000 of sitting cash. Now
the cash is still liquid, and it’s going to have better growth over
time, for our client to access as needed. Because the sum is
in the form of a cash value, our client has options that include
borrowing against the money, directly depleting the account,
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or simply allowing the account to grow untouched. His death
benefit and his wife’s will also increase over time, providing a
better legacy for their children.

Client’s Life Insurance

Spouse’s Life Insurance

Illustration C-1.1: Adding Permanent Life Insurance for Client and Spouse
By withdrawing funds from the client’s ordinary taxable account, he is able to purchase life insurance for himself and his wife. His own
premium is $43,717 while his wife has a $30,000 premium. By the age of 120 this translates to an almost $4 million death benefit for
our client, and a death benefit approaching $2.5 million for his wife. They also have the advantage of a cash value that is useable in a
number of ways while living, and has an earnings rate of more than the 1% that same money was earning, and it is not taxed annually.
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A Note For Advisors
For many clients the biggest downside to a Charitable
Remainder Trust is the disinheritance that often follows. Our
strategy promotes whole life insurance because of its ability to
not only provide additional income and opportunities, but also
the death benefit as a means of inheritance. The client is able
to give to charity and have a death benefit to pass along to
their heirs. Without a whole life insurance policy in place, there
is no legacy to pass on to heirs, and many clients find this to
be undesirable. Often, CPAs and lawyers do not understand
whole life insurance, or do not know how to implement the
policy as part of the financial strategy, but it is a crucial step.
We advocate for whole life insurance as a savings vehicle that
provides clients with choices.
So our client now has a more effective, growing death benefit,
and a cash value that’s growing at a better rate as well. Other
than the higher premium, our client’s expenses remain about
the same—he still puts his $54,000 into his qualified plan. But,
instead of selling his real estate at the age of 70, he’s going
to use it as an asset in a Charitable Remainder Trust. For this
illustration, we have a CRUT, or Charitable Remainder Unitrust.
As stated earlier, this means that the client’s income will be
a percentage of the assets within the trust. This percentage
can vary over the years, up to a certain limit. Within the rules
in place by the IRS, there must be a calculated amount of
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the account the passes on to charity. It’s important to have
an individual managing the account who understands tax law
well.
Illustration C-1.2: The
Charitable Remainder Trust
Here we can see the Charitable Remainder
Trust in action. Upon the placement of the
real estate asset within the trust, the trust
accepts nearly $8 million, $2 million more
than he had earned. For the first four years,
the client receives a large tax deduction for
the instatement of the trust, shown in the
column marked “Annual Tax Deduction.”
The “Net Cash Flow” column illustrates the
client’s income stream from the CRT.
In the column marked “Annual Taxes,” you
will notice that the client does pay taxes,
but those taxes are based on what he
withdraws from what the account earns,
as explained earlier.

For the illustration, we have set the income at a distribution over
51 years. Our client also has the opportunity for deductions
now, as well, which are calculated by the IRS using the
charitable donation and other factors as mentioned earlier.
This deduction can be spread over as many as six years, but
for our illustration we chose four.
So, what happens when our client puts his real estate into the
trust? When it sells for $8 million, the entire value remains
within the trust. So the $2 million that would have been lost
through taxes, now stays in the account.
With the charitable deduction in play, if the client accelerates
the distribution of his qualified plan over a four-year period,
the charitable deduction actually offsets the taxes paid on that
money as it’s pulled out. So now we’ve empowered a hugely
taxable asset. So far we’ve added $2 million to the value of
Client A’s real estate by removing capital gains taxes and
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deferred depreciation taxes, as well as temporarily making
withdrawals from his qualified plan essentially tax free.
Illustration C-1.3: Sped Up
Withdrawals from Client’s
Qualified Plan
While the client has the benefit
of tax deductions in his first four
years of establishing his Charitable
Remainder Trust, we have him speed
up withdrawals from his account. In
the “Beg. Of Year Payment” column,
the green sums indicate withdrawals
during this tax advantaged period.
“Annual Taxes” indicates how much
the client will pay, which is much
lower, and the “Net Cash Flow”
indicates his totals. We have decided
to take this money and place it into his
mutual funds, which is where he had
previously placed his earnings from
the real estate, to provide an income
stream.

So Client A has withdrawn this money over a four year
period and parked it in his mutual funds. Although this
is not the only strategy, it’s what our client was already doing,
so that’s where we’ve decided to keep it for this study. Now the
client has an income stream from the CRT as well as his qualified
plan, and a place to store the money.
Illustration C-1.4: Client
Mutual Funds with
Qualified Plan Money
The mutual funds below represent the
money our client has now withdrawn
from his qualified plan during his tax
deductible years, and placed into his
mutual funds. The account allows for
him to pull part of his income stream
from this source, where it can also
grow. In the column marked “Beg. Of
Yr. Cash Flow” you can see his large
deposits, and the minimal taxes paid
in the column to its right during his tax
deductible years.
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Within the CRT, we see that as the income is going to the client,
the account balance is dropping. Our client has decided not to
be too aggressive with the income, and could still take out more.
He is also paying some taxes on this money. For example, if
there was $1 million in the account and the client earns 10%,
that’s $100,000 of taxable value. So if he pulls out anything up
to $100,000 he’ll be taxed on that money. If he pulls out over
$100,000, he will be taxed on $100,000. It is ordinary income.
He only has to pay taxes on what the account earns, if he takes
that money, and he will only be taxed on what he takes.
At the end of all this, we see a much different picture in our client’s
account. Instead of running out at age 100, Client A is having
a traditional income to the age of 102. Although the difference
appears small, two more years of income is a blessing. Our client
has also had the opportunity to be charitable.
Illustration C-1.5: Client’s
Retirement Income With
Charitable Remainder Trust
While the client’s plan had an income
out until the age of 100, our strategy
makes it to the age of 102 with an
income that fully supports his expenses.
Past that age, our client continues
to have an income, though not quite
enough to cover his inflated expenses.
In the “E.O.Y Net Worth” column,
however, we see that the client now
has a value over $12 million, meaning
he has valuable assets apart from his
personal residence that is shown earlier.
This value comes from the cash value
of his life insurance, as well as his wife’s
policy. This is a flexible savings vehicle
that could fill the gaps in our client’s
income. In addition, roughly $7 million
will pass to charity, and our client has
a death benefit to pass on to his heirs.

There’s one more factor for our client to consider as
well—his cash value. Because he put more into his
premium with this strategy, he has a greater cash value. $7
million, in fact, that could be used as a supplemental income.
His net worth also passes $12 million. Using his own plan, all the
client had remaining was his personal home.
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Utilizing our strategy, does the client have other options? If he
were to do a reverse mortgage on his personal home supported
by his life insurance, the house value could pass on to his heirs.
That value, combined with the benefit of his heirs not struggling
to comply with the IRS on the sale of the estate, is a huge boon
to his loved ones. The reverse mortgage allows the kids to have
more options, including buying the house back from the reverse
mortgage company.
Illustration C-1.6: CRT
Strategy Combined with
Reverse Mortgage
If our client were to decide upon a
reverse mortgage as well, beginning
at the age of 85, we would see his
retirement income take him all the way
out to the age of 116. This is income
that is keeping up with the inflation of
expenses, and our client will still have
$6 million in cash value from his life
insurance to withdraw an income should
it be necessary. By also implementing
this strategy, our client has one more
option, and has added 16 more years of
income than from his original plan.

The CRT, along with more strategic use of the extra cash at
hand, allowed our client to have more options and extend his
income by many more years. Now he and his spouse have liquid
cash that keeps up with inflation, they are able to extend the life
of their ordinary income by a few years, and they still have ways
to care for themselves and their children for years to come with
the options provided by life insurance.

One of the pitfalls to a Charitable Remainder Trust is the problem of
disinheritance. Unless there is a wealth replacement trust in place, the
family becomes disinherited from this legacy, so it is vital to have the wealth
replacement trust in place, properly funded by permanent life insurance.
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Illustration Key
Illustration

Illustration

Illustration

Covers the set-up of our
client’s assets, where
he is investing, how his
assets are flowing, and
his lifetime expenses.

Illustrates the client’s
personal financial “plan”
for retirement; how
he will handle his real
estate, and provide
income through
retirement.

Illustrates our
Charitable Remainder
Trust strategy, and
how it can extend the
timeframe of our client’s
retirement income and
create a legacy.

A

B
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Part III

Conclusions for
Advisors
The main takeaway from this proof is that the Charitable
Remainder Trust offers a viable way to extend the retirement
income of real estate investors, and create more available
assets for your client. Done properly, the CRT can be a benefit
to more than just your client, and put their money where it will
do the most work. The key to the CRT is to look for better ways
to move a client’s liquid assets. The Charitable Remainder
Trust is a great way for a client to practice the 7 Principles of
Prosperity:

THINK: Owning a prosperity mindset eliminates poverty; scarcity
thinking keeps you stuck.
SEE: increase your prosperity by adopting a ‘big picture’
perspective in which you can see how each one of your economic
endeavors affects the others. Avoid financial tunnel ‘vision.’
MEASURE: Always measure your opportunity costs—what your
dollars could earn if you did not spend or commit them elsewhere.
Awareness of opportunity costs enables you to recover them.
Ignore this at your peril.
FLOW: The true measure of prosperity is cash flow. Don’t focus
on net worth alone.
CONTROL: Those with the gold make the rules. Stay in control
of your money rather than relinquishing control to others.
MOVE: The velocity of money is the movement of dollars through
assets. Movement accelerates prosperity; accumulation slows it
down. Avoid stagnation in assets where dollars accumulate but
are not put to use.
MULTIPLY: Prosperity comes readily when your money
‘multiplies’—meaning that one dollar does many jobs. Your money
is disabled when each dollar performs only one or two jobs.
Using only the client’s plan, only a few of these principles
were at work, but with a few changes, the client was able to
restructure his strategy using all 7 Principles.
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A Note For Advisors
It’s important to understand that the Charitable Remainder
Trust is not only for retirement. The CRT can be used in a
number of prosperous strategies, and can be established with
properties of lower value than what was shown.
The process of establishing a Charitable Remainder Trust can
be broken into four parts:
• Working with a tax preparer, one who understands the tax
forms and laws involved.
• Drafting documents with an attorney.
• Creating a strategy with an investment advisor. Someone
who can figure out the sales, management, and
investments of the CRT account.
• Establishing whole life insurance and the Wealth
Replacement Trust.

Key Takeaways

Modern retirement planning relies heavily on investment
portfolios, and individuals entering the retirement
phase of life are now dipping into their accounts for
income. Those who have spent their lives investing in
Real Estate are often in the selling phase—creating an
income from the sales of highly appreciated properties.
The greater the worth of the property, the greater the
taxes are, and the money is delivered in a lump sum that
could be tempting to spend quickly. Regardless of how
much profit results in the sales of properties, the money
must last for the entirety of your client’s retirement; a
period of time that is unable to be pinpointed. A once
astronomical amount of cash can become quite small
when a client is expected to live for ten or twenty years
more, let alone thirty or forty years.
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At the Prosperity Economics Movement, we are proponents
of whole life insurance because of its consistent performance
and the proper placement of risk. It is one of the very few
financial products that offers uninterrupted compounding
growth for the life of the policy and pays the death benefit
(which includes the cash value) upon endowment or death.
For real estate investors, whole life insurance can be a great
place to store cash, as it can be for anyone. Utilized in tandem
with a Charitable Remainder Trust, investors can demonstrate
control over their finances, and can better achieve prosperity
and peace of mind in retirement. It’s a tool of many benefits,
and ensures better liquidity of assets when they are most
needed, such as retirement.
We advocate specifically for well-managed mutual insurance
companies, who, like the whole life product they sell, have stood
the test of time and place the interest of their policyholders
first. When it comes to choosing life insurance, each advisor
must determine what is most appropriate for a given client’s
circumstances.

Two questions are particularly critical

How does a client intend to
use their life insurance?

How much exposure to loss,
or risk, is the client willing
to accept?

Remember, when we are looking this far out into the future,
the only guarantee is change. That means that the numbers,
available strategies, and lifestyle of your clients will also change.
An advisors job, from the philosophy of prosperity economics,
is to guide our clients in a way that maximizes their ability to
make adjustments to their strategy, rather than in assets that
“lock up” their choices. Whole life insurance is an asset that
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provides these options, and provides the flexibility to create
new strategies throughout one’s lifetime.
The Charitable Remainder Trust strategy is one that helps
to offset fees and taxes, as well as creating a charitable
legacy. While not impossible to rely on retirement income
from qualified plans, stock market investments, and the sales
of large assets, a CRT helps maintain better financial health
across all accounts. “Plans” tied to the stock market can suffer
great losses, are heavily taxable, and uncertain. Properly
managed CRTs maximize income and reduce the need to pull
consistently from a qualified plan or other taxable account. A
strategy that diversifies income also minimizes risk. For further
diversification in retirement, the Income Optimization Bridge
strategy should be considered.
The root of any financial strategy is patience. As Aesop told us
in “The Tortoise and The Hare,” slow and steady wins the race.
We advocate specifically for well-managed mutual insurance
companies, who, like the whole life product they sell, have stood
the test of time and place the interest of their policyholders
first. When it comes to choosing life insurance, each advisor
must determine what is most appropriate for a given client’s
circumstances.

Be informed,
Take Action

If this paper piqued your interest, find out more about the
Prosperity Economic Movement on our website: Prosperity
Peaks.
If you are a financial or insurance advisor and want to know
more about becoming a member of the Prosperity Economics
Movement, please contact us at Advisor Information.
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The Prosperity Economics Movement is a community of financial
advisors and clients who recognize that typical financial planning no
longer works for most Americans. They are committed to transparency
in all communications with clients and the companies with whom
they do business, in putting clients first, and working with tried and
true financial products that help build wealth, promote certainty,
and provide a secure financial legacy for individuals, families and
organizations. For more information, see Prosperity Peaks.
Disclaimer. All readers acknowledge that any tax advice express
or implicit in the provisions of this document is not intended or
written to be used, and cannot be used, by any taxpayer for the
purpose of avoiding penalties that may be imposed on any taxpayer
by the Internal Revenue Service. Each person should seek advice
based on his/her particular circumstance from an independent tax
advisor and/or qualified attorney. You agree that you are responsible
for consulting your own tax advisors and lawyers as to the tax
consequences and legal implications associated with a Charitable
Remainder Trust. This document contains only information based on
a case study conducted using the Truth Concepts software version
2.00.0.60, with data from the past 50 years. Results from the strategy
presented will vary on a case by case basis, and tax laws are subject
to change.
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