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CRAT Named as IRA Beneficiary
Trust Type: Term
Plan Owner Death: 1/2020
§7520 Rate: 2.00%
Gross Taxable Estate: $17,000,000
Plan Balance: $2,000,000
Term: 20
Optimized Percentage Payout Used: 5.396%
Growth Rate: 1.50%
Inflation Rate: 1.00%
Use Inflation Rate on: Both AGI and Tax Calculations
Beneficiary Age at Owner's Death: 48
Current AGI of Beneficiary: $100,000
Beneficiary Age for Retirement: 65
AGI during Beneficiary Retirement Phase: $35,000

Stretch Secure Act CRAT
Beneficiary Beneficiary Beneficiary

Total Distributions: $2,626,443       $2,140,544       $2,158,400       
Income Tax on Distributions: $550,030       $624,438       $518,953       
Number of Distribution Years: 36       10       20       
Life Expectancy Table Used: §1.401(a)(9)       *10 Yr Rule       2000CM       
Allowable After 12/31/2019: No       Yes       Yes       

Gross Taxable Estate for Owner: $17,000,000       $17,000,000       $17,000,000       
Charitable Deduction: $0       $0       $200,064       
Adjusted Taxable Estate: $17,000,000       $17,000,000       $16,799,936       
Net Federal Estate Tax: $2,168,000       $2,168,000       $2,087,974       
Estate Tax Savings: $0       $0       $80,026       

Projections after 36 Years
Benefit of Estate Tax Savings: $0       $0       $107,783       
Accumulated After Tax Distributions: $2,691,244       $2,419,562       $2,436,796       
Plan Value to Beneficiary: $2,691,244       $2,419,562       $2,544,579       

Plan Value to Charity (Year 20): $0       $0       $160,771       

* There are exceptions to the 10 Year Rule for non spousal beneficiaries regarding the Secure Act.
For the sake of this model, its assumed that the non spousal beneficiary is not an exempt.
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CRAT Summary

Amount of Annuity: $107,920.00
Annuity Factor: 16.3514
Payout Frequency Factor: 1.0200
Present Value of Annuity = Annual Payout times Factors: $1,799,935.95
Charitable Remainder = FMV of Trust less PV of Annuity: $200,064.05
Charitable Deduction for Remainder Interest: $200,064.05
Donor's Deduction as Percentage of Amount Transferred: 10.0032%

        
  This is a hypothetical illustration based on the assumptions you made, and is to be used as a guide only, in order
to help you understand what your planning needs may be.   This illustration should be considered together with all
other information you deem important in making your investment decisions.  This is not an illustration or
guarantee of the performance of any specific investment.  Actual performance from your investments may vary.  
This illustration is not legal or tax advice.  You should consult with your own attorney and/or accountant to review
this information and determine its appropriateness with respect to your particular situation.  The provider of this
illustration provides no guarantee and assumes no responsibility or liability for the accuracy of the information
provided (including whether the interest rate you have selected is in fact "reasonable"), or for your reliance or
decisions based on this information.    
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Stretch Schedule

Beginning Annuity Tax on Accumulated

Year LE Balance Payment Growth Remainder Payment Value

1 36 $2,000,000 $55,556 $29,167 $1,973,611 $13,333 $42,856

2 35 $1,973,611 $56,389 $28,758 $1,945,981 $13,533 $86,997

3 34 $1,945,981 $57,235 $28,331 $1,917,077 $13,736 $132,453

4 33 $1,917,077 $58,093 $27,885 $1,886,869 $13,942 $179,253

5 32 $1,886,869 $58,965 $27,419 $1,855,322 $14,152 $227,427

6 31 $1,855,322 $59,849 $26,932 $1,822,405 $14,364 $277,006

7 30 $1,822,405 $60,747 $26,425 $1,788,083 $14,482 $328,119

8 29 $1,788,083 $61,658 $25,896 $1,752,322 $14,700 $380,703

9 28 $1,752,322 $62,583 $25,346 $1,715,085 $14,921 $434,791

10 27 $1,715,085 $63,522 $24,773 $1,676,337 $15,146 $490,415

11 26 $1,676,337 $64,474 $24,178 $1,636,040 $15,373 $547,609

12 25 $1,636,040 $65,442 $23,559 $1,594,158 $15,604 $606,408

13 24 $1,594,158 $66,423 $22,916 $1,550,650 $15,838 $666,848

14 23 $1,550,650 $67,420 $22,248 $1,505,479 $16,077 $728,963

15 22 $1,505,479 $68,431 $21,556 $1,458,604 $16,318 $792,792

16 21 $1,458,604 $69,457 $20,837 $1,409,984 $16,563 $858,372

17 20 $1,409,984 $70,499 $20,092 $1,359,577 $16,813 $925,739

18 19 $1,359,577 $71,557 $19,320 $1,307,341 $13,437 $998,616

19 18 $1,307,341 $72,630 $18,521 $1,253,231 $13,649 $1,073,461

20 17 $1,253,231 $73,719 $17,693 $1,197,204 $13,864 $1,150,317

21 16 $1,197,204 $74,825 $16,836 $1,139,215 $14,083 $1,229,225

22 15 $1,139,215 $75,948 $15,949 $1,079,216 $14,311 $1,310,225

23 14 $1,079,216 $77,087 $15,032 $1,017,161 $14,538 $1,393,366

24 13 $1,017,161 $78,243 $14,084 $953,002 $14,764 $1,478,698

25 12 $953,002 $79,417 $13,104 $886,689 $15,004 $1,566,257

26 11 $886,689 $80,608 $12,091 $818,172 $15,234 $1,656,106

27 10 $818,172 $81,817 $11,045 $747,400 $15,478 $1,748,282

28 9 $747,400 $83,044 $9,965 $674,321 $15,721 $1,842,839

29 8 $674,321 $84,290 $8,850 $598,881 $15,974 $1,939,823

30 7 $598,881 $85,554 $7,700 $521,027 $16,221 $2,039,294

Page 4 of 9



Beginning Annuity Tax on Accumulated
Year LE Balance Payment Growth Remainder Payment Value

31 6 $521,027 $86,838 $6,513 $440,702 $16,483 $2,141,293

32 5 $440,702 $88,140 $5,288 $357,850 $16,739 $2,245,885

33 4 $357,850 $89,462 $4,026 $272,413 $17,000 $2,353,122

34 3 $272,413 $90,804 $2,724 $184,333 $17,271 $2,463,055

35 2 $184,333 $92,166 $1,383 $93,549 $17,542 $2,575,745

36 1 $93,549 $93,549 $0 $0 $17,822 $2,691,244

$2,000,000 $2,626,443 $626,443 $0 $550,030 $2,691,244

CRAT Schedule

Beginning Annuity Tax on Accumulated

Year Balance Payment Growth Remainder Payment Value

1 $2,000,000 $107,920 $28,381 $1,920,461 $28,478 $80,633

2 $1,920,461 $107,920 $27,188 $1,839,729 $28,422 $162,533

3 $1,839,729 $107,920 $25,977 $1,757,786 $28,363 $245,721

4 $1,757,786 $107,920 $24,748 $1,674,614 $28,301 $330,220

5 $1,674,614 $107,920 $23,500 $1,590,195 $28,235 $416,054

6 $1,590,195 $107,920 $22,234 $1,504,509 $28,174 $503,236

7 $1,504,509 $107,920 $20,949 $1,417,538 $25,804 $594,133

8 $1,417,538 $107,920 $19,644 $1,329,262 $25,803 $686,393

9 $1,329,262 $107,920 $18,320 $1,239,662 $25,802 $780,039

10 $1,239,662 $107,920 $16,976 $1,148,718 $25,801 $875,091

11 $1,148,718 $107,920 $15,612 $1,056,410 $25,800 $971,569

12 $1,056,410 $107,920 $14,227 $962,718 $25,799 $1,069,495

13 $962,718 $107,920 $12,822 $867,620 $25,797 $1,168,892

14 $867,620 $107,920 $11,396 $771,095 $25,797 $1,269,780

15 $771,095 $107,920 $9,948 $673,123 $25,796 $1,372,183

16 $673,123 $107,920 $8,478 $573,681 $25,794 $1,476,123

17 $573,681 $107,920 $6,986 $472,747 $25,794 $1,581,623

18 $472,747 $107,920 $5,472 $370,300 $21,774 $1,692,786

19 $370,300 $107,920 $3,936 $266,315 $21,731 $1,805,660

20 $266,315 $107,920 $2,376 $160,771 $21,687 $1,920,271

21 $0 $0 $0 $0 $0 $1,949,075

22 $0 $0 $0 $0 $0 $1,978,311

23 $0 $0 $0 $0 $0 $2,007,986
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Beginning Annuity Tax on Accumulated
Year Balance Payment Growth Remainder Payment Value

24 $0 $0 $0 $0 $0 $2,038,106

25 $0 $0 $0 $0 $0 $2,068,677

26 $0 $0 $0 $0 $0 $2,099,707

27 $0 $0 $0 $0 $0 $2,131,203

28 $0 $0 $0 $0 $0 $2,163,171

29 $0 $0 $0 $0 $0 $2,195,619

30 $0 $0 $0 $0 $0 $2,228,553

31 $0 $0 $0 $0 $0 $2,261,981

32 $0 $0 $0 $0 $0 $2,295,911

33 $0 $0 $0 $0 $0 $2,330,349

34 $0 $0 $0 $0 $0 $2,365,305

35 $0 $0 $0 $0 $0 $2,400,784

36 $0 $0 $0 $0 $0 $2,436,796

$2,000,000 $2,158,400 $319,171 $0 $518,953 $2,436,796
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Nonspousal Inherited IRA Schedule

Beginning Annuity Tax on Accumulated

Year Balance Payment Growth Remainder Payment Value

1 $2,000,000 $200,000 $27,000 $1,827,000 $60,352 $141,743

2 $1,827,000 $203,000 $24,360 $1,648,360 $61,311 $287,684

3 $1,648,360 $206,045 $21,635 $1,463,950 $62,282 $437,919

4 $1,463,950 $209,136 $18,822 $1,273,636 $63,264 $592,547

5 $1,273,636 $212,273 $15,920 $1,077,284 $64,259 $751,669

6 $1,077,284 $215,457 $12,927 $874,755 $65,276 $915,378

7 $874,755 $218,689 $9,841 $665,907 $60,476 $1,089,695

8 $665,907 $221,969 $6,659 $450,597 $61,433 $1,268,984

9 $450,597 $225,299 $3,379 $228,678 $62,399 $1,453,362

10 $228,678 $228,678 $0 $0 $63,387 $1,642,932

11 $0 $0 $0 $0 $0 $1,667,576

12 $0 $0 $0 $0 $0 $1,692,590

13 $0 $0 $0 $0 $0 $1,717,979

14 $0 $0 $0 $0 $0 $1,743,749

15 $0 $0 $0 $0 $0 $1,769,905

16 $0 $0 $0 $0 $0 $1,796,453

17 $0 $0 $0 $0 $0 $1,823,400

18 $0 $0 $0 $0 $0 $1,850,751

19 $0 $0 $0 $0 $0 $1,878,512

20 $0 $0 $0 $0 $0 $1,906,690

21 $0 $0 $0 $0 $0 $1,935,291

22 $0 $0 $0 $0 $0 $1,964,320

23 $0 $0 $0 $0 $0 $1,993,785

24 $0 $0 $0 $0 $0 $2,023,691

25 $0 $0 $0 $0 $0 $2,054,047

26 $0 $0 $0 $0 $0 $2,084,858

27 $0 $0 $0 $0 $0 $2,116,130

28 $0 $0 $0 $0 $0 $2,147,872

29 $0 $0 $0 $0 $0 $2,180,090

30 $0 $0 $0 $0 $0 $2,212,792

31 $0 $0 $0 $0 $0 $2,245,984

32 $0 $0 $0 $0 $0 $2,279,673

33 $0 $0 $0 $0 $0 $2,313,868

34 $0 $0 $0 $0 $0 $2,348,577

35 $0 $0 $0 $0 $0 $2,383,805
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Beginning Annuity Tax on Accumulated
Year Balance Payment Growth Remainder Payment Value

36 $0 $0 $0 $0 $0 $2,419,562

$2,000,000 $2,140,544 $140,544 $0 $624,438 $2,419,562

        
  This is a hypothetical illustration based on the assumptions you made, and is to be used as a guide only, in order
to help you understand what your planning needs may be.   This illustration should be considered together with all
other information you deem important in making your investment decisions.  This is not an illustration or
guarantee of the performance of any specific investment.  Actual performance from your investments may vary.  
This illustration is not legal or tax advice.  You should consult with your own attorney and/or accountant to review
this information and determine its appropriateness with respect to your particular situation.  The provider of this
illustration provides no guarantee and assumes no responsibility or liability for the accuracy of the information
provided (including whether the interest rate you have selected is in fact "reasonable"), or for your reliance or
decisions based on this information.    
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CRAT Named as IRA Beneficiary

     		 		    

  

In December 2019, the Setting Every Community Up for Retirement Enhancement (Secure) Act was passed. For
those who inherited an IRA from an original owner who passed away after December 31, 2019, there are new
rules in place that will force distributions to fully liquidate the plan balance within 10 years  following the death of
the original owner.   

There are exceptions to the 10 year distribution rule, which include the following beneficiary types:  surviving
spouse, a minor child, a disabled or chronically ill person, and beneficiaries who are less than 10 years younger
than the original owner.  For those exceptions, the 'old' rules still apply.  For the purpose of this calculation model,
it is assumed that the beneficiary is a non spouse who would have to follow the 10 year  distribution rule.  

A key component of the Secure Act is to eliminate the 'Stretch IRA'.  With the old rules, a  beneficiary would
inherit the plan and have required minimum distributions made based on formulas that  included the beneficiary's
life expectancy.  So, the net effect was that those distributions could be made over the course of the lifetime of the
beneficiary.  With the Secure Act's 10 year payout, now the beneficiary's  AGI is greatly impacted in those 10
years (as opposed to stretching the distributions out over the lifetime, resulting in smaller yearly AGI impact).  

A good technique to counteract the Secure Act's 10 year rule is to have the beneficary of the IRA be a  Charitable
Remainder Annuity Trust (CRAT).  Doing so, will allow the Trust to distribute equal payments each year.   Its
possible to do a CRAT up to a term of 20 years, or for the lifetime of the beneficiary (based on age at time of
original IRA owner's death).  The payment schedule from the CRAT is similiar to the stretch with regards that you
can have the payments extend through the beneficiary's life expectancy, and the payments from the trust add to
the AGI of the beneficiary at  a smaller impact than the 10 year rule.  With recent Â§7520 rates so low, its difficult
to pass both the 10% rule and 77434 probability test.     

In addition to the payments from the CRAT, a charitable deduction could possibly be allowed based on the factors
 you use to set up the CRAT.  For the sake of this model, the estate tax is calculated as if no CRAT was
established, and  then also with the CRAT's deduction.  This will show an added benefit to establishing the CRAT.
  

When a charitable remainder annuity trust is established, a gift of cash or property is made to an   irrevocable
trust. The donor (and/or another noncharitable beneficiary) retains an annuity (fixed payments   of principal and
interest) from the trust for a specified number of years or for the life or lives of   the noncharitable beneficiaries. At
the end of the term, the qualified charity specified in the trust   document receives the property in the trust and any
appreciation.     

A trust qualifies as a charitable remainder annuity trust if the following conditions are met:   
   	

The trust pays a specified annuity to at least one non-charitable beneficiary who is living
when  	the trust is created. Annuities can be paid annually, semiannually, quarterly,
monthly, or weekly.   	
The amount paid, as an annuity, must be at least 5%, but less than 50% of the initial net
fair  	market value of the property placed in the trust. The charity's interest at inception
also must  	be worth at least 10 percent of the value transferred to the trust.   	
The annuity is payable each year for a specified number of years (no more than 20) or
for  	the life or lives of the noncharitable beneficiaries.   	
No annuity is paid to anyone other than the specified noncharitable beneficiary and a 
	qualified charitable organization.   	
When the specified term ends, the remainder interest is transferred to a qualified 
	charity or is retained by the trust for the use of the qualified charity.   	
The Internal Revenue Service has also ruled that a trust is not a charitable remainder 
	annuity trust if there is a greater than 5% chance that the trust fund will be exhausted 
	before the trust ends.  	
The annuity paid must be a specified amount expressed in terms of a dollar amount
(e.g., each  	non-charitable beneficiary receives $500 a month) a fraction, or a
percentage of the initial fair  	market value of the property contributed to the trust (e.g.,
beneficiary receives 5% each year for the rest of his life).          
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