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Congratulations! You have led a good life. You raised a nice family while enjoying a successful career. Sure you had rough patches and life threw you more than your fair share of curve balls. But in hindsight, even problems that once seemed insurmountable now seem less daunting with the passage of time. Appreciating the blessings that God provided, you are especially proud that you have been generous to others throughout your life. 

Surveying your accomplishments leads you to reflect on your financial legacy. Maybe you are a bit unsettled between providing a financial legacy to your family and your favorite charities. Throw in a fair dose of uncertainty about estate taxes and it is understandable why you might be genuinely confused. Does this sound like you? If so, you may wish to consider a Charitable Remainder Trust (CRT).

A CRT is one of the many estate planning tools that can be used by families who wish to accomplish three primary goals – transfer assets to their heirs, leave a charitable legacy and minimize estate taxes. 

While it can get pretty complicated, let’s look at the basics of a CRT.  A typical CRT might call for a trust to be set up for 10 years with a charity as beneficiary (e.g. your church). The donor then donates assets to the Trust. By donating assets to the Trust, the donor is removing them from his/her estate thereby potential reducing future tax liability. This can be especially attractive if the assets have appreciated considerably since being acquired. 

One of the nice features of the CRT is that the donor can receive income that is generated from the assets in the Trust. For example, interest and dividend income may be paid out of the Trust to the donor. Generally, this income will be taxable. In turn, the donor then can use the income from the Trust to purchase a life insurance policy for the benefit of his or her heirs (e.g. children, grandchildren, etc.). Upon death, the charity inherits the assets in the Trust while the heirs receive the life insurance proceeds (generally tax free).  

So in a nutshell, a CRT may provide a tool for reducing the size of your estate, decreasing potential estate taxes, providing a charitable legacy and generating income to fund an insurance policy that will provide for your heirs. 

Did I oversimplify? You bet. These types of strategies are admittedly complex and require a high level of personalization.  Therefore, it is essential that you seek qualified professional advice preferably within the context of an overall planned giving strategy. But anything that might reduces taxes, help your favorite charity and provide for your heirs might be worth a look!
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