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Sterling Foundation Management

• Oldest national foundation administrator in the U.S.
• Non-competitive
 Don’t manage or custody assets
 Support financial, insurance, legal and tax advisors
 Don’t provide tax, legal, financial or insurance advice

• Charitable consulting
• Secondary planning for CRTs



House Analogy

• When a client buys a house, they probably don’t 
expect to keep it forever
 Kids grow up and move out
 Health changes and a different house serves better 
 Cold winters grow old and a warmer state beckons 
 Etc.

• But that doesn’t mean it was a mistake to buy the 
house in the first place



House Analogy

• Same logic applies to clients’ CRTs
• Circumstances change over time
 The CRT was a great solution and worked well for years 
 But is it the best possible use of those assets today?

• Advisors are making their clients aware of their 
options with respect to their CRTs



Charitable Remainder Trusts – the Pros

• Powerful tax-planning vehicles
 Defers capital gain
 Generates an up-front income tax deduction
 Diversifies a concentrated position
 Creates an income stream



Charitable Remainder Trusts – the Cons

• Irrevocable
• Usually span decades of clients’ lives
• Combination can lead to a misalignment between 

client’s situation and the CRT



The Importance of CRT Reviews

• CRT income interests are capital assets
 Rev. Rul. 72-243, 1972-1 C.B. 233
 PLRs (e.g., PLR 2007390041)

• Yet they are rarely reviewed like other capital assets
 Clients left in the dark (“my CRT is a lifetime lockup”)

• Goal of review
 Ensure client is aware of available options
 Assess client’s fit with CRT



Options Available

• Gift income interest
 Gives the entire trust to charity today

• Terminate CRT
 Less common because of sale option

• Sell income interest
 Maximizes present value of income stream to client

• CRT Rollover
 Enables client to make strategic changes regarding CRT



Sale of Income Interest

• Key Benefits
 Client receives more money than keeping CRT
 Client receives more money than if they terminated
 Sale typically takes 2-4 weeks to complete

• 15 years, hundreds of transactions
• Drivers
 Need or desire for liquidity
 Simplification
 Divorce
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Composite Example

After-Tax Proceeds $ 804,183 $ 696,850 $ 920,000
No Action1 Terminate2 Sell Interest3

1 Does not include trustee, administration or similar fees. Prepared using advisor/client assumptions.
2  Does not include fees associated with termination. Calculated via charitableplanning.com.
3  Includes all associated fees.

• Financial benefit of sale
 vs. No Action: $115,817 or 14%
 vs. Terminate: $223,150 or 32%



CRT Rollover

• Aligns CRT with client’s current situation
 Named Beneficiaries
 New Spouse, Children

 Type of CRT
• SCRUT to NIMCRUT
 Income deferral
 Build wealth tax-free for children/younger spouses

• NIMCRUT to SCRUT
 Frustration with NIMCRUT
 Larger and more reliable income stream



CRT Rollover

• How is it done?
 New CRT created
 Client uses income interest to fund new CRT 
 New trust reflects client’s desired changes

• Client garners immediate tax deduction
• Decanting not possible
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CRT Rollover

• Key Fact Pattern
1. Have children
2. Don’t need income from their CRT

• These clients are ideal Rollover candidates
 Create an income stream for their children
 Reduce their own taxable income
 Garner an immediate income tax deduction
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Case Study – Situation 

• Client profile
 77-year-old
 Husband deceased
 Two daughters; 56- and 54-years old

• CRT
 5.43M
 5% Standard CRUT
 Expected to distribute $3M to client over remaining 

lifetime

14



Case Study – Execution of Rollover

• Rollover
 Client’s attorney formed new CRT (a Flip CRUT) with 

client and daughters as income beneficiaries
 Client gifted income interest in 5% CRUT to new CRT
 New CRT eventually sold income interest
 After a deferral period (mom’s lifetime), daughters 

receive income from CRT
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Case Study – Result

• Income
 In effect, client converted $3M of income into $5.4M of 

income for her daughters
• Taxes
 Client avoids paying tax on $3M of income
 Client receives income tax deduction of $600,000
 Total tax savings could easily exceed $1M
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Case Study: SCRUT to SCRUT/Add Children

• Situation 
 Husband and wife; 72- and 71-year-old
 Joint income beneficiaries of Standard CRUT
 Looking to benefit two sons during clients’ lifetimes

• Solution
 Roll to new Standard CRUT

• Two sons are immediate income beneficiaries
• 20-year term
• Max payout (~11%)



Case Study: SCRUT to SCRUT/Add Children



Case Study: NIMCRUT to SCRUT/Add Spouse

• Situation 
 73-year-old male
 Sole surviving income beneficiary of 7% NIMCRUT
 Remarried, younger spouse

• Solution
 Roll to SCRUT

• Creates reliable income stream
 Add wife as contingent income beneficiary

• Creates income stream for younger spouse



Case Study: NIMCRUT to SCRUT/Add Spouse



Many Possibilities



Questions

Direct: (703) 997-4717
Email: David.Murray@Sterling-Foundations.com
Fax: (800) 878- 8147



Disclaimer

Sterling Foundation Management, LLC does not provide tax, 
legal, investment or insurance advice, and nothing in the 
preceding presentation should be construed as such. Any 
information or analysis provided is believed to be accurate but 
is not guaranteed or warranted. For more information, please 
contact:

Sterling Foundation Management, LLC
2325 Dulles Corner Blvd. 6th Floor
Herndon, VA 20171
(703) 437-9720
(703) 935-4883
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