
The Charitable Remainder Unitrust is a trust designed to receive a person’s assets and 

make variable lifetime annual payments equal to a percentage of the fair market value of 

trust assets, determined annually. There are three kinds of Charitable Remainder 

Unitrust’s: 

First, the straight unitrust, which pays at least 5% of the fair market value of the assets 

determined annually to the beneficiaries; 

Second, the net-income-only unitrust, which pays all the income earned up to the amount 

stated in the trust and must be no more than the stated percentage in any year; and 

Third, the net-income-plus-makeup unitrust, which provides that when the earnings are 

higher than the stated percentage amount, the excess will be carried forward and more 

income can be paid to the beneficiary to make up for any deficiencies in income received in 

past or future years. 

Mr. St. Andrew, 65, owns a farm and wants to make a gift to the parish now and receive a 

life income. The farming operation is netting about $6000 each year. He would like to 

increase his income but he does not want to pay the large capital-gains tax that would occur 

if he sold the land himself. He could transfer the farm into a net income Charitable 

Remainder Unitrust with St. Andrew the Apostle parish as the charitable remainder 

beneficiary. The trustee is fortunate enough to sell the farm for $150,000 and reinvest the 

proceeds. 

Each year the trustee pays 6.5% of the net fair market value of the trust assets, determined 

annually, to Mr. Saint Andrew. The total fair market value of the $150,000 trust at the end of 

the first year and the first year income is $9750, an increase of $3750. 
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[Pick the date] 

By using a Charitable Remainder Unitrust, Mr. St. Andrew was able to accomplish the 

following goals: 

First, he was able to make a substantial deferred gift to Saint Andrew the Apostle parish; 

Second, he avoided capital-gains tax; 

Third, he received an income-tax deduction; and 

Fourth, he received an increased life income that also may be eligible for favorable tax 

treatment each year. 

For additional information please choose the CRAT/CRUT Tab on the former page. 

 


