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Key Takeaways:

e A Perpetual Education Trust™ is relatively easy to create with the help of an estate-planning attorney.

e An initial investment of $750,000 to $3 million per grandchild could potentially fund education costs for
three generations or more.

e The trust’s structure may provide opportunities for you to influence the lives of your distant descendants
by providing them with a quality education.

If you're thinking of setting money aside for your children’s and grandchildren’s education, that’s great—do it. Every child
deserves a world-class education that allows him or her to reach full potential and gain the skills and grounding needed to
succeed in adult life. You have several options at your disposal including a state-administered 529 college savings plan or a
Uniform Gift to Minors Account (UGMA).

But what if you want to give even more generations a leg-up in life? What can you do then? A Perpetual Education Trust
may be the answer.

What is a Perpetual Education Trust?

A Perpetual Education Trust is a single-purpose “dynasty” trust where the funds are used to cover the education costs
of your descendants. The main benefit of this trust is that it ensures the money is used for its intended purpose. With a
multipurpose trust, other distributions could potentially whittle-away assets, leaving no money for the education of the
third or fourth generation after your children.

The decision to use a Perpetual Education Trust is a personal one that depends on your goals, estate plan and charitable
endeavors. Some people consider a quality education to be the most important thing they can give their descendants—in
addition to healthcare. Others believe funding a public-interest charity to improve education for many unrelated people is
more appropriate, especially when they consider the minimal connection between them and family members who won’t be
born for fifty years or more. Keep in mind it’s not an either-or situation. It’s possible to do one or all of these things at the
same time with different vehicles.

Let’s take a closer look at Perpetual Education Trusts to help you decide if they make sense for you.
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How long does a Perpetual Education Trust last?

The long-term economic viability of the trust depends on many factors, including:

e Your initial investment

e The net annual rate of return after fees, taxes and expenses

e The number of children in each generation, and the age at which each generation has its children

The trust’s design, such as types of education funded and distribution requirements, also plays a role. For example, you
may need to invest $750,000 per grandchild to fund four years of private-college for multiple generations. However,
funding 15 years of private school (grade school, high school and college) might require an initial investment of $2 to $3
million per grandchild.

To better understand how these factors might affect the trust, let’s look at a hypothetical example.
Bob and Sarah establish a Perpetual Education Trust to pay for the college education of their great-grandchildren and

future generations. They plan to cover their grandchildren’s school-related expenses from other sources. Assuming the
trust grows 1.5 times every ten years, after taxes and fees, here’s how long the trust might last.

Initial depost $4.5 million

e  Generation: Grandchildren Deposit: $4.5M

o Number of grandchildren: 6 Disbursements: $0

o Bob and Sarah deposit $750,000 per grandchild at the time of their Value of Trust: $4.5M
births.

First withdrawal 50 years later
e Generation: Great-grandchildren
e  Number of children to educate: 15
e Bob and Sarah’s great-grandchildren are college age. The trust pays $1
million for each of them for school. ($250K per year for 4y-college)

50 years since initial investment
Value of trust: $34M
Disbursements: $15M

Balance: $19M

Second withdrawal 30 years later

e  Generation: Great-great-grandchildren 80 years since initial investment

Value of trust: $65M
Disbursements: $37M
Balance: $28M

e Number of children to educate: 37
e  Bob and Sarah’s great-great-grandchildren are college age. The trust
pays $1 million for each of them for school.

Third withdrawal 30 years later
e Generation: Great-great-great grandchildren
e Number of children to educate: 93
e Bob and Sarah’s great-great-great-grandchildren are college age. The
trust pays $1 million for each of them for school.

110 years since initial investment
Value of trust: $92M
Disbursements: $92M

Balance: $0

Note: The cycle can repeat every 30 years as long as there are sufficient assets to cover the costs. This example assumed a net annual return of
4.5%, which only generated enough money to fund three generations. Actual results will vary based on your personal circumstances and the factors
mentioned earlier.
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What are the key considerations for Perpetual Education Trusts?
Before establishing a Perpetual Education Trust, you’ll want to give careful thought to:

e Governance. Who will be the trustee with authority to make payments? What flexibility will that trustee have to
determine whether a given payment fits the intent of the trust, as you define it today? How will that trustee be
replaced as the decades advance? Who in your family, if anyone, will have the right to oversee the trust? How will the
trust evolve as the world evolves and the meaning and method of education with it?

e Payment limits. Do you want to limit the support for each descendant? Some may want to attend graduate school,
and if many do, your trust could run out of money before getting beyond two or three generations. A limit could help
extend the life of the trust and keep descendants from becoming perpetual students on your nickel.

o Education types. What is the most important level of education for you to fund? Is it the first years - pre-school and
elementary school - or college and beyond, or even trade school? What’s necessary to give your descendants the best
foundation for a successful career and to realize their full potential?

e Your values. Some people worry their descendants may use the money to grow in a direction they wouldn’t support. It
may be possible to address this concern by creating a trust that communicates to distant descendants the values and
principles that are important to you, and the hard work and success that created the money in the trust. This approach
might help guide your descendants to grow in a way that reflects your values.

At the same time, be careful to include flexibility in your instructions within, or next to, the trust. The world will change;
education will change; your descendants’ then-current needs will change, maybe to a large degree. Plus, the trust could
end up with more than sufficient funds to cover education expenses, meaning any excess would have to be redirected

for other purposes. Be sure to empower the trustee to be compassionate toward future generations whose needs may not
be predictable today. Adding this flexibility could help reinforce the ultimate purpose of the trust: to help descendants
achieve their definition of success, whatever that may be.

Let’s talk

Cerity Partners has broad experience designing and building vehicles such as those described above and will work closely
with you to help ensure your objectives are achieved long after you’re gone. Contact us to learn more about Perpetual
Education Trusts and how we can help you create long-term investment portfolios tailored to your situation.

The opinions expressed in this article are Pierre’s alone and do not necessarily reflect the opinions or guidance of Cerity Partners LLC or any of its
partners, affiliates, or clients.

Disclosures:

Cerity Partners LLC (“Cerity Partners”) is an SEC registered investment adviser with offices in New York, Illinois, Ohio, Michigan and California.
This commentary is limited to general information about Cerity Partners’ financial market outlook. Cerity Partners’ services may not be suitable for
everyone. The information contained herein should not be construed as personalized investment advice. Past performance is no guarantee of future
results. There is no guarantee that the views and opinions expressed in this brochure will come to pass. Investing in the financial markets involves risk,
including the risk of loss of the principal amount invested; and may not be appropriate for everyone. Before making any decision or taking any action
that may affect your finances or investment goals, you should consult a qualified professional adviser. The information presented is subject to change
without notice and should not be considered as an offer to sell or a solicitation of an offer to buy any security. All information is deemed reliable but
is not guaranteed. For information pertaining to the registration status of Cerity Partners, please contact us or refer to the Investment Adviser Public
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