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Dear Friends,
As of December 2020, the stock market has hit new highs,
and real estate values continue to do surprisingly well despite
the resurgence of the COVID pandemic. Those who have
participated in the swelling investment values may face difficult
decisions regarding specific assets. Decisions regarding the sale
of assets or the general reallocation between investment classes
are even more difficult because of capital gains taxes. This is
where the charitable remainder unitrust (CRUT) and other life
income gifts may be useful.
Yes, we do frequently write regarding charitable remainder unitrusts. Still, it may be even
more important to remind our readers of its advantages at this time because, in our current
investment environment, it could be a very valuable charitable tool for those who can use it.
These mutual advantages to both donors and ministries like Wheaton at this time may call
for a quick review.
So, in the following pages, we describe and illustrate the CRUT. This tool can help your
favorite ministries and possibly help you increase cash flow, avoid significant capital gains
taxes, diversify your investments, and decrease ordinary income taxes with a substantial
income tax deduction. The charitable remainder unitrust – does it have a place in your
charitable and investment planning?

David A. Teune
Director of Gift Planning Services

What Goes Up…

When charitable remainder unitrusts allow you tax-free diversification

What if you invested in Zoom stock a year ago or Amazon
ten years ago? Or simply have been heavily invested in
the stock market over the last ten years? As of this writing
in December 2020, the stock market is up 50% since last
March. Nobody can predict the short-term direction of
the investment markets. This is why many investment
professionals advise that portfolios be diversified among
various asset classes, such as diversifying between stocks
and bonds. When one asset class goes down, the other may
go up or at least might cushion the other’s fall.
What happens when one asset class outperforms the
other asset class? Suppose one investment, like a highly
appreciated stock or a group of investments, like equities,
gets unbalanced with your portfolio. In that case, your
investment advisor may typically advise you to rebalance
your portfolio. If taxable investments are involved, this
is difficult to do without paying hefty capital gains taxes.
In 2021 you may be faced with even more tax issues. It

is generally assumed that, under a Biden presidential
administration, the top ordinary, capital gain, and
dividend tax rates will increase (although he has pledged
only to increase taxes on those making more than
$400,000 a year). However, as of this writing, the future
tax environment is uncertain.
The combination in 2021 of high returns in the stock
market and potentially higher tax rates complicates
investment decisions. Still, for the charitably minded, the
charitable remainder unitrust may offer some attractive
advantages. What can a CRUT do for you in that situation?
A CRUT is a special kind of trust. It is tax-exempt. Thus,
highly appreciated assets, which would be taxed for longterm capital gains if sold, can be transferred to the trust
and sold by the trustee without initial tax. You receive a
lifetime annual income from the CRUT, which is revalued
each year based on a percentage of the trust assets. You
also receive a substantial partial charitable income tax

deduction at the time you fund the trust. The gains from the sale of the contributed asset and future investment returns
to the trust are tax-exempt, so the trust itself can grow tax-free. You also obtain the professional trust management and
investment experience of Wheaton College Trust Company if it serves as trustee of the CRUT. At your death, the CRUT
assets are distributed to Wheaton College and other charities you designate.
Real Estate Works, Too. CRUTs work wonderfully with appreciated real estate because the tax-exempt CRUT avoids
significant initial capital gains taxes at the time of sale. CRUTs are particularly effective for contributions of investment
real estate, which may have been subject to years of tax depreciation, lowering the property’s tax basis and substantially
increasing the taxable capital gain.
Accelerating Your Bequest through a CRUT. If you have already remembered Wheaton in your estate plan and find
yourself in a situation where you would like to rebalance your portfolio overall or dispose of a highly appreciated asset,
consider establishing a CRUT as a technique that helps you “accelerate” your charitable bequest. It will also help you
obtain tax and income advantages that will not be available to your estate.

BENEFITS OF A CHARITABLE
REMAINDER UNITRUST
• Avoid capital gains taxes at
contribution and sale of appreciated
property
• Lifetime income
• Partial income tax deduction at the
time of contribution
• Tax-free investment and reinvestment
of trust property in a diversified 		
portfolio
• Professional fiduciary management
services of Wheaton College
Trust Company
• Significant investment in the ministry
of Wheaton College and possibly other
Christian ministries

ALTERNATIVE SECURITIES GIFTS
In these volatile investment times, also consider
gifts of appreciated securities to the following
fixed payment life income strategies:
• A charitable gift annuity provides
a tax deduction and dependable fixed
income backed by Wheaton College.
• A charitable remainder annuity trust
provides older donors with a fixed
lifetime annual payment, a tax
deduction, and the ability to remember
Wheaton and other Christian ministries.

Tax and Investment Problem
Solved by a Charitable Solution
Bob and Joyce Dunker, aged 73 and 72, invested in a very
successful technology company in the early 1990s. The stock
is now worth $300,000. The price they paid for the stock
is very low compared to the current value, and they would
incur a great deal of capital gains tax if they sold the stock
outright. The stock now comprises an outsized portion of
their otherwise diversified investment portfolio, and they
would like to receive more income from it. They would have
sold the stock long ago but for the tax consequences. Their
financial advisor is aware of the Dunkers’ Christian values
and their love for their alma mater, Wheaton College. He
suggests they consider gifting all or a part of the stock to a
charitable remainder unitrust. The Dunkers are aware that
Wheaton can serve as the trustee of the CRUT.

The CRUT will provide them with an annual payment equal
to 5% of the CRUT’s fair market value, as revalued each year
(significantly more than they receive from the stock’s dividend).
Additionally, they will receive a current income tax deduction of
$134,000 and will be able to sell the contributed stock without
initial capital gains tax. Wheaton, as trustee, will reinvest the sale
proceeds in a diversified investment portfolio. At their deaths,
the trust will distribute the assets to Wheaton College to set up a
scholarship in their name to assist students with financial need.
By setting up a CRUT, Bob and Joyce have efficiently avoided
significant capital gains taxes, increased their income, obtained
a current income tax deduction, and significantly provided for
Kingdom work at Wheaton.
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