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CRUT Named as IRA Beneficiary
Trust Type: Life
Plan Owner Death: 1/2020
§7520 Rate: 2.00%
Gross Taxable Estate: $17,000,000
Plan Balance: $2,000,000
Life Expectancy: 29 Years
Optimized Percentage Payout Used: 9.695%
Growth Rate: 4.00%
Inflation Rate: 1.00%
Use Inflation Rate on: Both AGI and Tax Calculations
Months Valuation Precedes Payment: 3
Beneficiary Age at Owner's Death: 50
Current AGI of Beneficiary: $100,000
Beneficiary Age for Retirement: 65
AGI during Beneficiary Retirement Phase: $35,000

Stretch Secure Act CRUT
Beneficiary Beneficiary Beneficiary

Total Distributions: $4,129,636       $2,401,221       $2,730,856       
Income Tax on Distributions: $904,159       $710,275       $656,548       
Number of Distribution Years: 35       10       30       
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       $200,020       
Adjusted Taxable Estate: $17,000,000       $17,000,000       $16,799,980       
Net Federal Estate Tax: $2,168,000       $2,168,000       $2,087,992       
Estate Tax Savings: $0       $0       $80,008       

Projections after 35 Years
Benefit of Estate Tax Savings: $0       $0       $259,498       
Accumulated After Tax Distributions: $6,132,625       $5,550,617       $5,660,622       
Plan Value to Beneficiary: $6,132,625       $5,550,617       $5,920,120       

Plan Value to Charity (Year 30): $0       $0       $313,926       

* 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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CRUT Summary

Payout Sequence Factor: $0.995062
Adjusted Payout Rate: 9.647
Interpolation:
     Factor at 9.6%: 0.10081
     Factor at 9.8%: 0.09739
     Difference: 0.00342

(9.647% -9.6%) / 0.20% = X /0.00342; Therefore X = 0.00080
Life Remainder Factor at 9.6% Less X: 0.10001

Present Value of Remainder Interest = $2,000,000 x 0.10001: $200,020.00
Donor's Deduction: $200,020.00
Donor's Deduction as Percentage of Amount Transferred: 10.0010%

        
  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 34.2 $2,000,000 $58,480 $77,661 $2,019,181 $14,035 $46,222

2 33.2 $2,019,181 $60,819 $78,335 $2,036,697 $14,596 $96,142

3 32.2 $2,036,697 $63,251 $78,938 $2,052,383 $15,180 $149,982

4 31.2 $2,052,383 $65,782 $79,464 $2,066,066 $15,788 $207,975

5 30.2 $2,066,066 $68,413 $79,906 $2,077,559 $16,419 $270,367

6 29.2 $2,077,559 $71,149 $80,256 $2,086,666 $17,076 $337,418

7 28.2 $2,086,666 $73,995 $80,507 $2,093,178 $17,662 $409,502

8 27.2 $2,093,178 $76,955 $80,649 $2,096,872 $18,372 $486,809

9 26.2 $2,096,872 $80,033 $80,674 $2,097,512 $19,109 $569,643

10 25.2 $2,097,512 $83,235 $80,571 $2,094,849 $19,877 $658,321

11 24.2 $2,094,849 $86,564 $80,331 $2,088,616 $20,675 $753,178

12 23.2 $2,088,616 $90,027 $79,944 $2,078,533 $21,505 $854,568

13 22.2 $2,078,533 $93,628 $79,396 $2,064,302 $22,367 $962,862

14 21.2 $2,064,302 $97,373 $78,677 $2,045,606 $23,266 $1,078,448

15 20.2 $2,045,606 $101,268 $77,774 $2,022,112 $24,199 $1,201,737

16 19.2 $2,022,112 $105,318 $76,672 $1,993,465 $21,308 $1,337,176

17 18.2 $1,993,465 $109,531 $75,357 $1,959,292 $22,282 $1,481,402

18 17.2 $1,959,292 $113,912 $73,815 $1,919,195 $23,296 $1,634,899

19 16.2 $1,919,195 $118,469 $72,029 $1,872,755 $24,348 $1,798,180

20 15.2 $1,872,755 $123,208 $69,982 $1,819,529 $25,442 $1,971,783

21 14.2 $1,819,529 $128,136 $67,656 $1,759,049 $26,583 $2,156,270

22 13.2 $1,759,049 $133,261 $65,032 $1,690,819 $27,777 $2,352,224

23 12.2 $1,690,819 $138,592 $62,089 $1,614,317 $29,015 $2,560,273

24 11.2 $1,614,317 $144,135 $58,807 $1,528,988 $30,298 $2,781,075

25 10.2 $1,528,988 $149,901 $55,164 $1,434,251 $31,647 $3,015,302

26 9.2 $1,434,251 $155,897 $51,134 $1,329,488 $33,034 $3,263,692

27 8.2 $1,329,488 $162,133 $46,694 $1,214,050 $34,490 $3,526,988

28 7.2 $1,214,050 $168,618 $41,817 $1,087,249 $35,999 $3,805,991

29 6.2 $1,087,249 $175,363 $36,475 $948,362 $37,579 $4,101,525

30 5.2 $948,362 $182,377 $30,639 $796,624 $39,212 $4,414,479
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Beginning Annuity Tax on Accumulated
Year LE Balance Payment Growth Remainder Payment Value

31 4.2 $796,624 $189,672 $24,278 $631,230 $40,923 $4,745,758

32 3.2 $631,230 $197,259 $17,359 $451,329 $42,692 $5,096,338

33 2.2 $451,329 $205,150 $9,847 $256,027 $44,536 $5,467,229

34 1.2 $256,027 $213,356 $1,707 $44,378 $46,461 $5,859,489

35 1 $44,378 $44,378 $0 $0 $7,112 $6,132,625

$2,000,000 $4,129,636 $2,129,636 $0 $904,159 $6,132,625
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CRUT Schedule

Beginning Annuity Tax on Accumulated

Year Balance Payment Growth Remainder Payment Value

1 $2,000,000 $193,900 $74,183 $1,880,283 $58,217 $141,111

2 $1,880,283 $182,293 $69,743 $1,767,732 $54,064 $280,114

3 $1,767,732 $171,382 $65,568 $1,661,918 $50,150 $417,400

4 $1,661,918 $161,123 $61,643 $1,562,438 $46,460 $553,346

5 $1,562,438 $151,478 $57,953 $1,468,913 $42,981 $688,317

6 $1,468,913 $142,411 $54,484 $1,380,986 $39,710 $822,659

7 $1,380,986 $133,887 $51,223 $1,298,322 $33,339 $960,135

8 $1,298,322 $125,872 $48,157 $1,220,607 $30,683 $1,097,538

9 $1,220,607 $118,338 $45,274 $1,147,543 $28,302 $1,235,077

10 $1,147,543 $111,254 $42,564 $1,078,853 $26,601 $1,372,519

11 $1,078,853 $104,595 $40,016 $1,014,274 $25,002 $1,510,196

12 $1,014,274 $98,334 $37,621 $953,562 $23,499 $1,648,433

13 $953,562 $92,448 $35,369 $896,483 $22,084 $1,787,548

14 $896,483 $86,914 $33,252 $842,821 $20,756 $1,927,855

15 $842,821 $81,711 $31,261 $792,371 $19,506 $2,069,663

16 $792,371 $76,820 $29,390 $744,941 $14,705 $2,217,049

17 $744,941 $72,222 $27,631 $700,350 $13,674 $2,366,621

18 $700,350 $67,899 $25,977 $658,428 $12,703 $2,518,690

19 $658,428 $63,835 $24,422 $619,015 $11,785 $2,673,569

20 $619,015 $60,014 $22,960 $581,962 $10,920 $2,831,569

21 $581,962 $56,421 $21,586 $547,127 $10,106 $2,992,999

22 $547,127 $53,044 $20,294 $514,376 $9,345 $3,158,166

23 $514,376 $49,869 $19,079 $483,587 $8,624 $3,327,388

24 $483,587 $46,884 $17,937 $454,640 $7,940 $3,500,985

25 $454,640 $44,077 $16,863 $427,426 $7,305 $3,679,268

26 $427,426 $41,439 $15,854 $401,841 $6,693 $3,862,574

27 $401,841 $38,958 $14,905 $377,787 $6,126 $4,051,223

28 $377,787 $36,626 $14,013 $355,173 $5,587 $4,245,553

29 $355,173 $34,434 $13,174 $333,913 $5,084 $4,445,900

30 $333,913 $32,373 $12,385 $313,926 $4,600 $4,652,619

31 $0 $0 $0 $0 $0 $4,838,724

32 $0 $0 $0 $0 $0 $5,032,273

33 $0 $0 $0 $0 $0 $5,233,564

34 $0 $0 $0 $0 $0 $5,442,906

Page 6 of 10



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

35 $0 $0 $0 $0 $0 $5,660,622

$2,000,000 $2,730,856 $1,044,781 $0 $656,548 $5,660,622
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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 $72,000 $1,872,000 $60,352 $145,234

2 $1,872,000 $208,000 $66,560 $1,730,560 $63,061 $301,780

3 $1,730,560 $216,320 $60,570 $1,574,810 $65,878 $470,311

4 $1,574,810 $224,973 $53,993 $1,403,830 $68,807 $651,536

5 $1,403,830 $233,972 $46,794 $1,216,653 $71,853 $846,200

6 $1,216,653 $243,331 $38,933 $1,012,255 $75,032 $1,055,079

7 $1,012,255 $253,064 $30,368 $789,559 $71,476 $1,286,134

8 $789,559 $263,186 $21,055 $547,428 $74,623 $1,533,685

9 $547,428 $273,714 $10,949 $284,662 $77,892 $1,798,687

10 $284,662 $284,662 $0 $0 $81,302 $2,082,130

11 $0 $0 $0 $0 $0 $2,165,415

12 $0 $0 $0 $0 $0 $2,252,032

13 $0 $0 $0 $0 $0 $2,342,113

14 $0 $0 $0 $0 $0 $2,435,797

15 $0 $0 $0 $0 $0 $2,533,229

16 $0 $0 $0 $0 $0 $2,634,558

17 $0 $0 $0 $0 $0 $2,739,941

18 $0 $0 $0 $0 $0 $2,849,538

19 $0 $0 $0 $0 $0 $2,963,520

20 $0 $0 $0 $0 $0 $3,082,061

21 $0 $0 $0 $0 $0 $3,205,343

22 $0 $0 $0 $0 $0 $3,333,557

23 $0 $0 $0 $0 $0 $3,466,899

24 $0 $0 $0 $0 $0 $3,605,575

25 $0 $0 $0 $0 $0 $3,749,798

26 $0 $0 $0 $0 $0 $3,899,790

27 $0 $0 $0 $0 $0 $4,055,782

28 $0 $0 $0 $0 $0 $4,218,013

29 $0 $0 $0 $0 $0 $4,386,733

30 $0 $0 $0 $0 $0 $4,562,203

31 $0 $0 $0 $0 $0 $4,744,691

32 $0 $0 $0 $0 $0 $4,934,478

33 $0 $0 $0 $0 $0 $5,131,858

34 $0 $0 $0 $0 $0 $5,337,132

35 $0 $0 $0 $0 $0 $5,550,617
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Beginning Annuity Tax on Accumulated
Year Balance Payment Growth Remainder Payment Value

$2,000,000 $2,401,221 $401,221 $0 $710,275 $5,550,617
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CRUT 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 Unitrust (CRUT).  Doing so, will allow the Trust to distribute payments based on a percentage of the 
Trust balance each year.  Its possible to do a CRUT 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 CRUT 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.  

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

When a charitable remainder unitrust is established, a donor transfers cash and/or property   to an irrevocable
trust but retains (either for himself or for one or more non-charitable   beneficiaries) a variable annuity (payments
that can vary in amount, but are a fixed percentage)   from that trust. At the end of a specified term, or upon the
death of the beneficiary (or   beneficiaries, and the donor and the donor's spouse can be the beneficiaries), the  
remainder interest in the property passes to the charity the donor has specified.    

A gift to a charitable remainder unitrust will qualify for income and gift tax charitable  deductions (or an estate tax
charitable deduction) only if the following conditions are met:    
   	

A fixed percentage (not less than 5% nor more than 50%) of the net fair market value 
	of the assets is paid to one or more non-charitable beneficiaries who are living when
the  	unitrust is established. The charity's actuarial interest must be at least 10% of  	any
assets transferred to the trust.   	
The unitrust assets must be revalued each year, and the fixed percentage amount must 
	be paid at least once a year for the term of the trust, which must be a fixed period of 
	20 years or less, or must be until the death of the noncharitable beneficiaries, all of 
	whom must be living at the beginning of the trust.   	
No sum can be paid except the fixed percentage during the term of the trust and at  	the
end of the term of the trust, the entire balance of the trust's assets must be  	paid to one
or more qualified charities.        

For the sake of keeping the model simple, some options for the CRUT have been set as default. For example, the
program will calculate the payout percentage for you, which will yield the highest  percentage payout that will still
pass the charity's actuarial 10% interest test.  Also,  period payment frequency is assumed to be 'Annual', and the
type of CRUT is 'Normal'. Once you have decided that the CRUT is a viable option to use, its suggested that you
use the actual CRUT model for use of extended options.    
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