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This guide is designed for lllinois residents with S1M+ in
investable assets or an estate with near
S4 million or greater in total value. If you own a business, real
estate, or a significant investment portfolio, the unique tax
landscape in the Land of Lincoln makes proactive planning
essential, which could potentially increase your legacy wealth by
hundreds of thousands of dollars or greater.
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RISE Investments

If you have worked hard to build significant wealth, you already know that protecting and growing
it requires more than good investments. It requires a strategy. One that accounts for taxes, legacy,
and the unique challenges that come with living and building wealth here in Illinois.

At RISE Investments, we understand that your goals and concerns may go far beyond investment
returns. You want to make the most of what you have built, minimize unnecessary tax erosion, and
create a lasting legacy for the people and causes you care most about. That is exactly why we do
what we do.

Founded in 2019, we were built from the ground up with a single purpose: to serve our clients with
deeply personalized, conflict-free financial guidance. As a fiduciary, we are legally and ethically
obligated to act in your best interest at all times. We are independent, which means we are never
incentivized by product commissions or sales quotas. Our only incentive is your financial success.
We believe this is the only way to truly serve clients, and it is the foundation that RISE is built on.

We created this guide specifically for lllinois residents because the tax landscape here in our home
state is genuinely different and consequential. lllinois is one of only a handful of states with its own
estate tax. With an exemption threshold of just $4 million, many families who worked a lifetime to
build their wealth are affected without realizing it. We have seen firsthand how a lack of awareness
about lllinois’s estate tax, its non-portability between spouses, and its “cliff” estate tax structure
can cost families hundreds of thousands of dollars or more that proper planning could have
preserved.

This guide covers the strategies our team uses to help lllinois clients navigate these challenges;
from structuring Credit Shelter Trusts that fully utilize both spouses’ exemptions, to tax-loss
harvesting, Roth conversion strategies, and charitable giving vehicles that serve both your values
and your tax picture. These are not theoretical concepts. Rather, they are the frameworks we
implement for our lllinois-based clients.

W}wa AO eChow

Vince DeCrow
Founder and Wealth Advisor
vince@riseinvestmentsusa.com
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What Should You Expect from
Your Wealth Manager?

As your wealth grows, so does the
complexity of managing it well. An
exceptional wealth manager is far more than
a portfolio manager. They are a strategic
partner that coordinates each dimension of
your financial life into one cohesive plan. For
lllinois families, this coordination is
especially critical.

You may already have a financial team in
place, and you may even have a financial
plan in place. However, even strong plans
can be subject to costly blind spots. When
your outside professionals and advisors,
such as your estate attorney, CPA, or
insurance experts, should be involved,

we coordinate seamlessly with them to treat
your portfolio as a unique entity rather than
a model to be applied.

Over S84 trillion worth of assets are
expected to transfer between generations
over the next two decades. We believe
professional wealth management services
are necessary for affluent families and their
future generations to achieve financial
continuity, a lasting legacy, and preservation
of wealth for future generations.

At RISE, we proactively support our clients in
four key areas that are demonstrated on the
following page.
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Comprehensive Financial Planning

We build a complete picture of your financial life from income and
expenses to assets, liabilities, goals, and timeline. Each aspect of
your plan is carefully crafted and executed to achieve your best
outcomes. We provide you with insights to understand the
connections between your decisions and their impact on complex,
interrelated questions. Our advisors develop personalized strategies
tailored to the unique aspects of your wealth.

Investment Management

Customized and tailored investment solutions aligned with your
specific goals and objectives, incorporating robust tax
optimization and risk management techniques to minimize tax
erosion and safeguard your investments. We manage our clients’
portfolios with a focus on the long-term, treating each client’s
portfolio as a unique entity tailored to their specific goals.

Tax and Advanced Planning

From asset location strategy and tax-loss harvesting to Roth
conversion modeling, business owner tax structures, and much
more, we coordinate proactively with your CPA to minimize your
Illinois and Federal tax burden every year.

Legacy and Estate Planning

Your legacy should reflect your values, not the state’s tax code.
We work alongside estate attorneys to strategize and structure
your wealth for inter-generational transfer, which may include
Illinois Credit Shelter Trusts, ILITs, charitable giving vehicles, and
business succession planning.
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[1linois Is One of the Most
Challenging States for Affluent
Wealth Transfer

While the state's flat 4.95% income tax
rate is straightforward, lllinois has quietly
become one of the most-costly states in
the nation for wealth transfer. This is
largely due to it being one of 12 states
(plus the District of Columbia) that
imposes an estate tax, which is in addition
to Federal estate taxes.

The result is that many lllinois families who
may not think of themselves as "ultra-
wealthy" still face a significant estate tax
bill that could have been substantially
reduced or eliminated with the right
planning.

The Illlinois Tax Burden at a Glance

State Income Tax: 4.95% flat rate on all income
(wages, capital gains, dividends)

lllinois Estate Tax: S4M exemption threshold,
progressive rates from 0.8% to 16% on full estate
if larger than S4M

Federal Estate Tax: $15M exemption threshold
(2026), S30M for married couples

Property Tax: Effective rate ~1.92%
No State Gift Tax: lllinois does not levy a gift tax

Retirement Income: Largely exempt from lllinois
income tax (401k, IRA, pension, Social Security)

riseinvestmentsusa.com
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[llinois Estate Tax: What Every
Affluent Resident Must Know

Being one of 12 states (plus DC) that imposes
an estate tax, there are several features that
set lllinois apart from both the Federal system
and some other state estate taxes.

lllinois Federal (2026)
Exemption Threshold YA S15M

Portability Between

Not portable Fully portable

Spouses
Top Tax Rate 16% 40%
. Yes — entire Only excess
"Cliff" T
ci SXSHUCHUrE estate taxed taxed

A\ The lllinois 'Cliff Tax' Trap

Unlike the Federal estate tax, lllinois taxes
your entire estate once it crosses the S4M
threshold, not just the amount above S4M.
This creates a dangerous 'cliff' effect. Without
planning, crossing the $4M exemption
threshold triggers tax on the full estate value.

A\ Non-Portability Warning for Married
lllinois Couples

Illinois's exemption is NOT portable between
spouses. If one spouse dies with a S7M estate
and leaves everything to the surviving spouse
at death (a common default), the entire S7M
is taxed at the death of the surviving spouse,
resulting in approximately $565,603! of
lllinois estate taxes. Whereas, an optimally
structured estate plan could have eliminated
the tax entirely.

lllinois Estate Tax Rates and Calculation
lllinois uses a progressive estate tax rate
schedule, ranging from 0.8% to 16%. The
reality, however, is that it behaves in a
regressive manner due to the previously
referenced ‘cliff’ effect, disproportionately
impacting moderate-sized estates over
very large estates. This nuance makes the
calculation of lllinois estate taxes complex,
which stresses the importance of utilizing
experts and specialized tools, such as the
lllinois Attorney General’s estate tax
calculator, to estimate a more accurate
tentative tax liability.

Taxable Estate Value
(assumes no lifetime taxable gifts)

Est. lllinois Estate Tax!

$4,000,000 $0
$5,000,000 $352,158
$7,000,000 $565,603
$10,000,000 $926,923
$15,000,000 $1,609,310
$20,000,000 $2,298,965

While gifts made during your lifetime are
not directly taxed by the state, they are
considered when calculating the estate
tax if they exceed the annual exclusion
amount (519,000 per recipient, $38,000
per recipient for married couples —2026).
This inclusion can materially impact the
estate’s lllinois tax liability.

1Source: lllinois Attorney General Decedents Estate
Tax Calculator
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Proven Strategies to Minimize
[llinois Estate Tax

S4M exemptions through trust structuring.

Planning for lllinois estate tax can be highly
advantageous. Unlike Federal estate tax,
which requires an estate larger than S30M
to trigger taxes, lllinois's S4M threshold
means affluent families need these
strategies.

The following strategies can dramatically
reduce or even eliminate your lllinois estate
tax exposure.

Strategy 1: Credit Shelter Trust (Bypass
Trust)

This is the single most important planning
tool for married couples in lllinois. Since
[llinois's exemption is not portable between
spouses, couples must proactively use both

At the first spouse's death, rather than
passing assets directly to the surviving
spouse (which wastes the decent spouse’s
exemption), assets up to $4M are directed
into an irrevocable Credit Shelter (or
Bypass) Trust. The surviving spouse can still
benefit from trust income generated by
those assets during their lifetime.

This funding structure uses the first
spouse’s lllinois exemption to shelter those
assets from estate taxes. Any value above
the S4M in the first spouse’s estate can still
go to the surviving spouse - outright or
through a marital trust.

riseinvestmentsusa.com
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The excess amount that goes to the surviving spouse or a marital trust won’t be taxed at the
first death, as the marital portion qualifies for the estate tax marital deduction. At the
second spouse’s death, the Credit Shelter Trust assets pass to heirs outside of the taxable

estate.

Credit Shelter Trust to Solve the Non-
Portability Challenge for Couples

S8M Estate
No Credit Shelter Trust

Spouse 1 Assets Spouse 2 Assets
S4M S4M

Spouse 1
Passes
Away

Spouse 2 Assets

8M
Assumes all assets >

pass to surviving
spouse with JWROS

or beneficiary Spouse 2
designations Passes
Away

Gross IL Estate: S8M
IL Estate Exemption: -S4M

Taxable IL Estate: S4M

Net to Heirs: S7.3M

$7.3M passes to heirs

S8M Estate
Credit Shelter Trust

Spouse 1 Assets Spouse 2 Assets
S4M S4M

Credit Shelter Trust Spouse 2 Assets

S4M S4M

Credit Shelter Trust
S4AM

Credit

sheltered Gross IL Estate: S4M
assets pass IL Estate Exemption: -S4M
to heirs Taxable IL Estate: $0
outside

estate Net to Heirs: $8.0M

$8M passes to heirs

riseinvestmentsusa.com
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Strategy 2: Lifetime Gifting to Reduce Your
lllinois Taxable Estate

lllinois only counts Federally-reported
taxable gifts when calculating the lllinois
estate. This creates a significant planning
opportunity to substantially reduce the size
of one’s estate during their lifetime through
strategic gifting.

The annual gift tax exclusion allows you to
gift up to $19,000 per recipient per year.
These gifts are completely excluded from
Federal and Illinois estate calculations. In
addition, a married couple can utilize a
concept referred to as “gift-splitting” to gift
up to $38,000 per recipient per year without
triggering any gift or estate taxes. Some
common examples of how couples utilize
lifetime gifting to reduce the size of their
estate are:

-

~

A couple with two adult children and three
grandchildren can gift up to $38,000 to
each of the 5 recipients tax-free on an

annual basis, reducing the couple’s estate

\ by up to $190,000 per year. J

( Tuition and medical payments made \
directly to education or medical institutions
on someone else’s behalf are excluded from
gift tax limits entirely. There is no dollar cap

on these gifts.
\_ : J

( Contributions to 529 Plans reduce your \
taxable estate while growing tax-free for
heirs. Option for individuals to “superfund”
up to 5-years worth contributions in a single

year (595,000 for individuals or $190,000
\ for married couples). J

Strategy 3: Irrevocable Life Insurance Trust
(ILIT)

Life insurance proceeds paid directly to a
beneficiary are included in your taxable
estate for lllinois purposes. By purchasing a
life insurance policy in an ILIT, the policy is
removed from your estate entirely. This is
especially powerful for lllinois residents
because the death benefit passes outside
the estate, preserving the full S4M lllinois
estate exemption for other assets.

The ILIT can be funded to specifically cover
your projected lllinois estate tax liability or
any amount that is lesser or greater. Just like
if the insurance policy was held directly, the
death benefit passes to beneficiaries tax-
free.

When utilizing this strategy, married couples
most commonly purchase dual life insurance
policies, which insures both spouses and
does not result in a death benefit payout
until the death of the second spouse.

Strategy 4: Charitable Remainder Unitrust
(CRUT)

CRUTs are charitable and irrevocable gifting
vehicles that serve several purposes for
lllinois residents:

1. Reduce the size of the estate by the
amount contributed to the trust.

2. If contributing appreciated assets, the
grantor is no longer subject to capital
gains tax on the appreciation of the
assets contributed.

3. Grantor receives an immediate tax
deduction for the present value of the

riseinvestmentsusa.com
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projected remainder interest in the trust, which transfers to a charity or foundation at
the end of the trust’s term.

4. The CRUT beneficiary (can be same person as the grantor) receives years, or a lifetime,
of income payments from the trust. 5% or more of the fair market value of the trust’s
assets can be distributed as income to the beneficiary each year.

Multiple contributions can also be made to a CRUT over time and CRUTs can be structured
to provide the beneficiary with annual income over a specified term (up to 20 years) or for
their lifetime. However, the charitable remainder interest must be at least 10% of the total
assets contributed. The appreciated assets contributed to the CRUT can be sold tax-free and
reinvested in a diversified portfolio. If the diversified portfolio grows over time, so does the
dollar amount of income distributed to the beneficiary each year, which doubles as an
inflation hedge for the beneficiary.

Mechanics of a Charitable Remainder
Unitrust

Charitable

2) Sell appreciated assets, paying
no capital gains taxes. Reinvest

Remainder proceeds into a diversified

1) Transfer cash or .
Unitrust portfolio.

appreciated assets to the
CRUT and receive
immediate tax deduction for
present value of charitable
remainder interest.

4) At the end of the
trust’s term,
remaining assets go
to a Charity or
foundation of your

choice.

3) Beneficiary receives annual
income for the length of the trust
based on determined % of
annual fair market value of trust
assets.

Optional: Use portion of annual
income from CRUT to fund life
‘ e insurance policy for benefit of

heirs that is held outside estate in
* an Irrevocable Life Insurance
Y Trust (death benefit not subject
ou to income taxes).

Charity
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Strategy 5: Grantor Retained Annuity Trust
(GRAT)

A GRAT allows the transfer of appreciation
of assets to heirs with minimal or zero gift
tax. After contributing assets to the GRAT,
the grantor receives annuity payments back
for a term of years, and anything that grows
above the IRS hurdle rate (the Section 7520
rate) passes to heirs free of estate and gift
tax. In a rising-asset environment, GRATs can
move significant wealth out of the lllinois
taxable estate efficiently.

Strategy 6: Qualified Personal Residence
Trust (QPRT)

For lllinois residents with valuable primary
or vacation homes, a QPRT allows you to
transfer your home to your heirs at a deeply
discounted gift tax value, while you
continue to live there for a set term, such as
for the remainder of you and your spouse’s
lives. Given lllinois's high property values,
this strategy can remove a substantial asset
value from your taxable estate.

Strategy 7: Out-of-State Asset Migration
lllinois only taxes the lllinois-situs portion of
a non-resident's estate. For residents
considering relocation, establishing domicile
in a state with no estate tax (e.g., Florida,
Texas, Nevada) before death eliminates
lllinois estate tax on personal property
entirely. Real estate located in lllinois
remains subject to lllinois estate tax
regardless of domicile, so real estate
restructuring may also be warranted.

riseinvestmentsusa.com
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Income Tax Planning

lllinois's 4.95% flat income tax is relatively
simple in structure, but affluent residents
still face meaningful opportunities to reduce
their effective lllinois tax burden. When
combined with Federal tax strategy, these
approaches can significantly improve after-
tax income and investment returns.

Take Advantage of lllinois's Generous
Retirement Income Exemption

lllinois fully exempts nearly all retirement
income from state tax. This includes
distributions from 401(k) plans, traditional
and Roth IRAs, pension income, and Social
Security benefits. This can be utilized by
retirees to shape smart retirement income-
shifting strategies.

Roth Conversion Strategy: Converting
Traditional IRA assets to Roth IRA assets

triggers income taxes at the Federal level but
is exempt from lllinois state income tax. The
primary benefit of a Roth conversion is tax-
free growth and tax-free distributions in
retirement. If you expect to be in a lower
Federal tax bracket in certain years, that is
the optimal time for a Roth conversion. Roth
conversion strategies can be executed over
multiple years to control tax implications by
converting only the amount of your
Traditional IRA assets each year that “fills
up” your prevailing or target tax marginal
Federal tax bracket. Unlike a Traditional IRA:

Roth IRAs are not subject to Required
Minimum Distributions during the
owner’s lifetime

* Roth IRA beneficiaries are generally not
subject to Income in Respect of a
Decedent (IRD) taxes

riseinvestmentsusa.com
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Pre-Retirement Deferrals: Deferring ordinary
income through pre-tax retirement account
contributions will result in greater tax-
deferred growth and retirement
distributions from those accounts being
exempt from lllinois tax income taxes.

Capital Gains and Investment Income
There is no preferential capital gains rate at
the state level, as lllinois taxes capital gains
as ordinary income at the flat 4.95% rate.
This means:

* Tax-loss harvesting can be particularly
valuable in lllinois. Realized losses offset
gains that would otherwise face both
Federal capital gains tax and the 4.95%
lllinois rate.

* Donating appreciated securities to a
Donor-Advised Fund (DAF) avoids both
Federal and lllinois capital gains entirely;
a dual benefit for lllinois residents.

Income Sequencing in Retirement

Because lllinois exempts all retirement plan
income, the order in which you draw from
different accounts directly impacts your
lllinois tax liability. A well-designed
withdrawal strategy keeps as much income
as possible in lllinois-exempt categories.

* Use Social Security income freely, which
is fully exempt from Illinois state income
tax.

* Draw from IRA and 401(k) first in early
retirement (exempt from lllinois) while
Roth accounts continue to grow.

* Roth distributions are completely tax-
free Federally and exempt from lllinois

income tax. Reserve Roth IRA
distribution for later in retirement and
highest-need years.

lllinois 529 College Savings Plans

lllinois offers one of the most generous 529
deductions in the country. Contributions to
lllinois's Bright Start or Bright Directions
529 plans are deductible from lllinois
taxable income up to $10,000 per taxpayer
(520,000 for married couples filing jointly)
per year. For affluent families funding
multiple children's education accounts, this
deduction alone can save $495-5990 per
year in lllinois taxes.

Qualified Charitable Distributions (QCD)
For charitably inclined individuals age 70
or older, QCDs are one of the most
underutilized tax-efficient charitable gifting
strategies. A QCD allows each individual
taxpayer to transfer up to $111,000 per
year directly from your IRA to a qualified
charity (2026), with the distribution
excluded from your taxable income entirely.
Unlike a standard charitable deduction,
which only benefits you if you itemize, the
QCD reduces your adjusted gross income at
the source, meaning it delivers a tax benefit
regardless of whether you take the
standard deduction.

For affluent families, this distinction
matters enormously. A lower AGI can
reduce Medicare premium surcharges,
minimize exposure to the 3.8% Net
Investment Income Tax, and keep more of
your Social Security benefits from being
taxed at the Federal level.

riseinvestmentsusa.com
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[llinois business owners face a layered tax
environment: a 4.95% individual income tax
on pass-through income, a 9.5% corporate
income tax rate for C-corporations, and
estate planning complexity for closely held
business interests. Strategic planning at
every level can significantly reduce this
burden.

Entity Structure and the lllinois Pass-
Through Tax Landscape

S-Corporation election: Splitting reasonable
salary and distributions reduces payroll tax
exposure. Both are subject to Illinois's flat
4.95% income tax. However, unlike a salary,
distributions are not subject to self-
employment tax.

[llinois Business Owners

Qualified Business Income (QBI) Deduction:
Pass-through owners may be eligible to
deduct up to 20% of QBI at the Federal level.
lllinois does not conform to this deduction,
but it still provides significant federal savings

C-Corporation: lllinois's 9.5% corporate rate
makes C-Corp structures less attractive for
most businesses, but can be advantageous
for specific retained-earnings scenarios.

lllinois Business Succession and Estate Tax
Closely held business interests are often the
largest component of an lllinois business
owner's taxable estate, and they are the
most difficult to liquidate to pay estate taxes.
A business worth more than the $4M lllinois
estate exemption creates an immediate
estate planning liquidity problem.

riseinvestmentsusa.com
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For estates largely composed of an illiquid
business, some solutions to ease the burden
are:

Buy-sell Agreements Funded by Life Insurance:
Ensures that heirs receive fair value without a
forced sale, and the insurance proceeds can
fund the estate tax liability.

Intentionally Defective Grantor Trust (IDGT):
Sell appreciating business interests to an IDGT
in exchange for a promissory note. The sale
removes assets from your estate while
maintaining income tax status quo.

Family Limited Partnership (FLP) or LLC: Transfer
business interests to a FLP to take valuation
discounts. These include discounts for lack of
marketability and for minority interest. The
discounts reduce the lllinois taxable estate
value and depending on how the FLP is
structured, they can potentially be as
substantial as 30% - 60%!.

Self-canceling Installment Note (SCIN): If the
business owner wishes to sell the business to
family members, SCINs can be structured for
the seller to receive income from the note with
the note partially or fully cancelling
automatically before maturing (or at the
business owner's death). The advantage is that
any outstanding installment payments are not
included in the business owner's estate.
However, any unrealized capital gain must be
recognized when the note is canceled or at the
owner's death. In the latter situation, it would
be reported on the estate's income tax return
(Form 1041).

1Source: Wolters Kluwer - Family Limited Partnerships 101.

riseinvestmentsusa.com
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@ 134 N. LaSalle St., Suite 1760
Chicago, IL 60602

312.620.4492
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Please contact us to learn more about how our investing, tax, and
estate planning strategies can help you optimize your wealth and
achieve your long-term goals.

Disclosure

RISE Investment Management, LLC ("RISE" or "RISE Investments") is an investment adviser registered under
the Investment Advisers Act of 1940. Registration of an investment adviser does not imply any level of skill or
training. The description of products, services, and performance results of RISE contained in this publication
is not an offering or a solicitation of any kind. No advice may be rendered by RISE Investments unless a client
service agreement is in place. Advisory services are only offered to clients or prospective clients where RISE
Investments and its representatives are properly licensed or exempt from licensure. Past performance is not
an indication of, and does not guarantee, future results. Securities investments are subject to risk and may
lose value. All of the information in this is believed to be accurate and correct as the date set forth. RISE does
not have or accept responsibility or an obligation to update such information. Please note, this publication is
for education purposes and should not be treated as tax or legal advice. This article is not a substitute for
legal or tax advice from your professional legal or tax advisor.

The Securities and Exchange Commission maintains a publicly-available database which provides information
about registered investment advisers and investment adviser representatives. Please visit
https://adviserinfo.sec.gov to obtain more information about RISE Investments.

Copyright © 2026 RISE Investment Management, LLC - All Rights Reserved.
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