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LEAVING A LEGACY FOR A NON-PROFIT  

THROUGH CHARITABLE DONATIONS 

(DIRECT GIVING AND CHARITABLE REMAINDER TRUSTS) 
(Estate Planning Advisory No. 9) 

 

 

 Charitable giving is great for the heart. It can also have tax benefits. This Advisory discusses 

several charitable giving tools that can save income or estate taxes and leave a gift of money or 

property either now or at your death to a non-profit organization or charity of your choice.   

 This Advisory is neither exhaustive nor tailored to your specific situation, but only 

intended to give you enough information to discern the options available for your estate plan.  

Our firm representation is only undertaken through a written engagement letter and not by the 

distribution of this Advisory. 

 Introduction.   Charitable giving not only benefits yourself, but you can also benefit 

your family and leave a legacy.  Many people enjoy sharing their wealth with a non-profit or 

charitable group where they want to support the designated goals of the organization.  My work 

with non-profits and on their Boards/Committees gave me many insights on how rewarding it 

can be to leave a gift of money, property, life insurance policies, stock, real property or items of 

personal property to help achieve their stated goals.   A gift made to an organization that the 

donor wishes to support gives the joy in knowing that the gift will make a big difference in the 

community and to future generations who live in the area.  A gift to a charity can provide 

lifetime income that may be partly tax free or taxed at low capital gains and dividend rates.  It 

may also allow diversification of appreciated growth assets without loss to capital gains taxes. 

 

There are various methods to leave money or property to a charity.  Here’s a look at 

different goals with estate planning tools that can achieve those goals. 

 

Direct Gift or Bequest to Charity.  If your goal is to keep control of your assets 

throughout your lifetime and you do not want to make a gift now, you can create a bequest in 

your Will or Trust stating a specific amount or percentage of your estate to go to that charity.  Or 

you can name a particular asset in your estate, such as real property, appreciated stock, an IRA, 

annuity or some other asset that you want to leave to a charity.  Whatever the value of that asset 

is determined to be at your death will be the value of the deduction for estate tax purposes.  If 

you make the gift during your lifetime, the deduction is the market value of the gift which is 

reported as a charitable deduction on your income tax return.  A gift made now removes the asset 

from your taxable estate or becomes a deduction on your estate tax return if the gift is made after 

your death.  Both options result in tax savings. 
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If you own stock or real property that has appreciated a great deal since the time you 

acquired it and you don’t want to sell it because of the capital gains taxes that would be payable, 

a great option is to give that asset to your favorite charity, either now or at your death.  Either 

way, a gift of an appreciated asset will mean that neither you nor the charity will pay any capital 

gains taxes and you can receive an income tax deduction for the gift in the year you make the 

gift. 

 

A direct gift or bequest is the easiest charitable gift to establish, since it merely requires 

you either make a gift now or include a provision in your will or trust that you wish to make a 

gift to the charity.  You can specify how the money is to be used by the charity if you choose, or 

you can just leave it up to the charity to determine how to best use the money for their general 

purposes.  For example, if your desire is to leave a $50,000 bequest to the a charity, you can 

make that bequest in your will, but if you want to leave that sum to the charity to benefit their 

building or scholarships, or specify some other stated purpose, your gift can set out the details for 

use of the gift. 

 

Charitable Remainder Trust.   A Charitable Remainder Trust, also known as a CRT, 

was created by the Tax Reform Act of 1969.  It is an irrevocable trust designed to convert an 

investor’s highly appreciated assets into a lifetime income stream without generating estate and 

capital gains taxes.  The difference between putting an appreciated asset into a CRT rather than 

making a direct gift is that you don’t give up any right to the benefit of the asset because the 

CRT can direct the income to be paid to you (or another beneficiary) for your lifetime and then at 

your death the charity then receives the asset.  CRTs have become very popular because they 

represent a valuable tax-advantaged investment and also allow you to provide a gift to one or 

more charities that have special meaning to you.   

 

A CRT can achieve the following benefits:  (1)  immediately eliminate capital gains taxes 

that would be payable at the sale of an appreciated asset;  (2)  reduce estate taxes that your heirs 

might have to pay upon your death;   (3)  reduce your current income taxes with a sizable income 

tax deduction;   (4)  increase your spendable income throughout the rest of your life; (5)  create a 

significant charitable gift; and  (6)  avoid probate and maximize the assets your family will 

receive after your death. 

 

The amount of income that is paid out of the CRT to the beneficiary depends upon the 

payout percentage that you choose and the amount of income your asset generates while inside 

the CRT.  There are three types of CRTs - a Charitable Remainder Annuity Trust (CRAT) which 

pays a fixed dollar amount, a Charitable Remainder Unitrust (CRUT) which pays out a fixed 

percentage of the fair market value of the assets to the beneficiary and a Charitable Lead Trust 

(CLT) which pays the income to the charity and then at the settlor’s death, the principal asset 

goes to the stated beneficiaries.   

http://www.bfaslaw.com/
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Many individuals will use a Charitable Remainder Trust to augment their current 

retirement plan.  By setting one up in your peak earning years, you can make contributions to the 

CRT in the form of zero coupon bonds, non-dividend paying growth stocks, or professionally-

managed variable annuities.  By letting the CRT grow without taking income from it during the 

early years, the CRT can begin making payouts to you when you retire.  These payouts can 

include makeups for any shortfalls in income you did not receive earlier.  Unlike IRAs or 401(k) 

plans, there are no limits on how much you can contribute. 

A CRT is considered to be an asset held “outside of your estate” by the IRS, and will not 

be subject to estate taxes after your death.  Because of this, you may end up saving as much as 48 

cents of every dollar value of the asset you transfer to the CRT.  Moreover, because CRTs 

benefit a charity, you also qualify for an income tax deduction.  The amount of your income tax 

deduction is the present value of the remainder interest to the charity.  Your current deduction 

also depends on the type of property you contribute, as well as the type of charity you name as a 

beneficiary.  Average deductions normally fall in the range of 20-50% against your adjusted 

gross income.  Any deductions not used in the year of contribution may be carried forward for 

the next five years. 

Charitable Lead Trust.  The CLT is often viewed as the opposite of a charitable 

remainder trust.  A donor transfers property to the lead trust, which pays a percentage of the 

value of the trust assets, or pays the income from the asset to the charity for the trust term.  At 

the end of the trust term, the remaining assets in the trust and any growth it has realized are 

passed either back to the donor or to their heirs.  Although there is no income tax deduction 

when you create a charitable lead trust, your gift or estate tax is greatly discounted and any 

growth is passed to your heirs gift and estate tax free.  It is one of the only transfer devices 

currently used that can discount the value of the original assets and result in little or no taxes.  At 

the same time, you fulfill your charitable desires.   

Charitable Gift Annuity.  A charitable gift annuity offers immediate tax relief, and has 

the potential to provide some tax-free retirement income.  In exchange for the gift contributions 

made to a 501(c)(3) charity, the charitable institution guarantees a retirement income, either 

immediate or deferred which can last for the entire lifetimes of the donor and spouse.  In addition 

to the economic advantages, the donor can experience the satisfaction of seeing a part of the 

proceeds of a gift put to immediate use in a charitable institution that is dear to his or her heart. 

 

For example, if you are 68 years old and transfer $20,000 to a charity, you would receive 

guaranteed payments of $1,400 each year, based upon the 7% annuity rate for your age.  The 

$1,400 may be paid in one sum each year or in installments.  Over $700 of the income would be 

tax-free each year for the next 17.5 years.  After that time, the full $1,400 would be taxable.  In 

addition, you would be entitled to an immediate charitable deduction of approximately $7,100!  

[These figures are for illustration purposes only.  Current Annuity rates differ from time to time]  
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Conclusion. Charitable Remainder Trusts, Charitable Lead Trusts, and Charitable Gift 

Annuities are not for everyone.  It requires obtaining specific advice from your tax professional 

indicating the tax benefits applicable to you; this requires an appraisal of the gifted asset, and 

requires that an experienced estate planning attorney draft the documents to achieve the desired 

result. 

   

As always, you should be sure that additional legislation has not been enacted or that 

court decisions have been rendered that would change the above advisements.  This Advisory is 

neither exhaustive nor is it tailored to your specific situation.  If you have questions or concerns, 

you should discuss your individual situation with us or your own attorney. 

     

S. Timothy Buynak 

Estate, Trust and Tax Attorney 

 
 

This Advisory is one of a series of tax advisories prepared by the attorneys at Buynak, 

Fauver, Archbald & Spray, LLP.  Should you have further questions regarding the information 

provided in this Advisory, please contact the author listed above. 

 

Buynak, Fauver, Archbald & Spray, LLP provides legal services to individuals, business 

owners, and families including for real estate and property transfer strategies, estate and tax 

planning, and wealth preservation options. 
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