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Today’s Presentation

 Qualified Charitable Deduction

 Charitable Grouping

 Charitable Trusts

 Pooled Income Fund 

 Donor Advised Funds

 Q&A



Charitable Planning in 2020

 The Tax Cuts and Jobs Act of 2017

 Standard deduction is higher

 Clumping donations is suggested for many

 Estate tax exemption increased substantially to $11.4 million in 2019

 Protecting Americans from Tax Hikes (PATH) Act of 2015

 Made permanent direct rollovers to charity

- Must be over 70.5

- Limited to $100,000 per year

 SECURE Act- 12/20/2019

 Setting Every Community Up for Retirement Enhancement Act of 2019

 Client approved piece available – Affects RMD’s, Stretch IRA’s, IRA Age contributions

 529 Plan options>Student Loan Repayments

 New Pooled Income Fund

 Attractive discount rate of 2.2% in 2020



Charitable Planning

Important Considerations

 For people already with charitable intent

 Preference to give now or have a bequest after death

 Balanced with the tax benefits of a charitable gift



Qualified Charitable Distributions (QCDs)

 IRA owner must be older than 70.5

 Actually older

 Not turning 70.5 sometime that year

 The distribution must go directly to the charity

 Account owner cannot take possession 

 Can’t go to a Donor Advised Fund (DAF)

 Maximum dollar amount of $100,000



QCD Example*

*71 year old couple, married filling jointly, $1.5 million in Non-qualified assets, $1.5 million in qualified assets, $4,000 in 

monthly social security income.  *** for illustrative purposes only***



Charitable Gift Grouping

 Current standard deduction for married couple is $27,400*

- Standard deduction for single filers is $13,050*

 This makes it much more difficult to deduct charitable contributions

 Group charitable contributions every other year to take advantage

 Consider a Donor Advised Fund Contribution (i.e. $40k, $10k per year)

*Standard deduction for those over age 65, under age 65 is $12,400 for singles and $24,800 for married filing jointly. 
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Description

 Lifetime or testamentary transfer to a trust to benefit charity 

for a period of years or the lives of one or more beneficiaries

 Fixed dollar payout to charity set at trust inception

Suitability

 Donor with significant charitable intent

 Donor or heirs currently do not need the income from the 

transferred property

 Donor with significant estate and/or income tax exposure 

seeking tax-reduction

Advantages

 Grantor CLAT - Income tax deductions can offset other 

income and is equal to the value of the charitable gift

 Non-Grantor (Family) CLAT

• Removes property from donor’s estate

• Gift/estate deductions = value of charitable gift

• Future interest in property transferred to heirs at a 

significant discount to value

Disadvantages

 Transfer to CLAT is irrevocable

 CLAT is not income tax-exempt 

Charitable Lead Annuity Trusts (CLAT)

Enhancers

 Rapid appreciation during CLAT term

 Flexibility

• Grantor CLAT for income tax planning

• Family CLAT for estate freeze planning

 Lower §7520 rate (can use current month or either of 

the two prior months) and long trust term can zero-out 

the future gift for transfer tax purposes

 Example – Grantor CLAT – Transfer $500,000

• 10-year 5.0% payout

• 37% income tax bracket plus Medicare surtaxes

• §7520 rate = 2.6%

• 5.5% return 

Summary

 Tax efficient giving vehicle

 Enables donor to make significant transfer to charity in 

the form of a guaranteed annuity

 Trust assets can either revert to grantor or pass to heirs 

upon expiration of trust term

 Value of charitable lead interest is deductible for 

income, gift or estate tax purposes

 i.e. : 5 year CLAT, Matures in 5 years, do it again

 Significant charitable deduction in Year One

 Typically better when interest rates are low
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Grantor CLAT

$500,000

Inter Vivos 10 year 

CLAT

$500,000

CLAT Value 

in 10 Years

$532,188

Capital Gains and 

HI Taxes

$360,609

Charity

CLAT Payouts

$250,000

Charitable Lead Annuity Trusts (CLAT)

Charitable deduction

$217,675 
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Description

 Lifetime or testamentary transfer to a trust to benefit donor 

or his designated beneficiaries for a period of years or the 

lives of one or more beneficiaries

 Payout to beneficiaries is based on a percentage of trust 

value on the designated valuation date

 Property remaining in trust upon expiration passes to one or 

more named charities

Suitability

 Donor with significant charitable intent

 Appreciated property with a desire to sell

 Testamentary CRUT can eliminate the income tax burden 

on assets otherwise subject to income in respect of a 

decedent

Advantages

 Deferral of capital gains on sale of appreciated property and 

diversification inside of CRUT

 Provides income stream to donor and/or his or her 

designated beneficiaries for a period of years and/or for life

 Income, gift and/or estate tax deduction for value of 

charitable gift

 Tax efficient, deferred gift to charity

Disadvantages

 Poor investment performance inside CRUT reduces 

income stream to non-charitable beneficiaries

Enhancers

 Rapid appreciation during CRUT term enhances future 
income to non-charitable beneficiaries

 Wealth replacement trusts can allow a CRUT to enhance 
family capital as the life insurance replaces the lost wealth 
associated with the charitable transfer

 Tax savings plus an increased income from the CRUT can 
fund insurance premiums

 Example – $1 million transfer with a cost basis of $100,000

• 20-year term

• 6% payout

• 8% return (2% income and 6% growth)

• 37% income tax bracket plus Medicare surtaxes

• 40% estate and gift tax bracket

• Assumed §7520 rate = 3.0%

Summary

 Tax efficient giving vehicle

 Tax-free portfolio diversification

 Conversion of non-productive property to income 
producing property

 Typically better when interest rates are higher

Charitable Remainder Unitrusts (CRUT)
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Beach House

$2,400,000

Income Beneficiary

CRUT Payouts

$1,458,208

CRUT

Sales & Reinvest

$1,000,000

Family’s

Accumulations

$2,146,241

Charity

Remainder Interest

$1,486,069

Charitable deduction

Benefit

$111,418 (37%)

Charitable 

Deduction

$301,129

Estate Taxes

$858,496

Transfer to CRUT

$1,000,000

Value of CRUT

In 20 Years

$1,486,069

Net to Heirs

In 20 Years

$1,287,745

Charitable Remainder Unitrusts (CRUT)



CRUT Example

From NumberCruncher For illustrative purposes only 



Example of Pooled Income Fund Calculation

From Crescendo For illustrative purposes only



Example of “Young” Pooled Income Fund Calculation

From Crescendo For illustrative purposes only



Important things to remember

 Important to maximize the impact of the deductions

 Cash contributions are limited to 60% of AGI

 Appreciated property limited to 30% of AGI – Low basis securities

 Deductions can be carried forward for 5 additional years

 Important to plan income to take advantage of the extra deductions you will receive.

 Converting to Roth can increase this income to take advantage

 Taking capital gains to help diversify your portfolio



Questions and Comments?  We’re here to assist any way we can

BB&T Wealth Team

Mike Maguire CFP®

SVP & Senior Financial Advisor

904.361.5237

Cindy Bowler

VP & Senior Trust Officer

904.361.5290

Reid Hartsfield, MBA, CFP®

Senior Financial Planner

(904) 361-5254

BB&T Wealth-North Florida

200 West Forsyth Street, Suite 130

Jacksonville, FL 32202
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Disclosures

Traditional banking services are provided by Branch Banking & Trust Company, Member FDIC and Equal Housing Lender       . 

Only deposit products are FDIC insured. Loans, lines of credit and credit cards are subject to credit approval.

Trust and investment management services are provided by Branch Banking and Trust Company. Other investment solutions 

are offered by BB&T Investments and BB&T Scott & Stringfellow, divisions of BB&T Securities, LLC, member FINRA/SIPC. 

BB&T Securities, LLC, is a wholly owned, nonbank subsidiary of BB&T Corporation. Securities and insurance products or 

annuities sold, offered or recommended by BB&T Securities, LLC or Branch Banking and Trust Company are not a deposit, not 

FDIC insured, not guaranteed by a bank, not insured by any federal government agency and, may go down in value.

Services and products featured herein may include some offered by affiliated companies of BB&T Wealth.  The fees for those 

services and products are in addition to the fees charged by BB&T Wealth. As a result, BB&T Corporation, as a whole, 

receives more compensation than would otherwise be received if a non-affiliated service or product was used.  When we offer 

any service or product to a client, we use the same process to offer both affiliated and non-affiliated services and products.  

When we have authority to select any service or product on behalf of a client, if our process shows affiliated services and 

products to be competitive with corresponding non-affiliated services and products, then we may select affiliated products and 

services. BB&T Wealth expresses no opinion on the use of BB&T affiliated services and products when the client selects such 

services and products in a client-directed account.

BB&T and its representatives do not offer tax advice. The information provided should not be considered as tax or legal advice. 

Please consult with your tax advisor and/or attorney regarding your individual circumstances.

BBT.com/Wealth

© 2019, Branch Banking and Trust Company. All rights reserved


