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David Harrison joined World Vision with more than 25 years experience in 
planned giving and financial planning. He has been a practicing attorney with an 
emphasis in tax and estate planning and trusts. He previously served as the Assistant 
Vice-President for Estate Planning and Endowment Development for California State 
University, Long Beach. His law practice included consulting with nonprofit 
organizations and high net worth families in the areas of estate and charitable planning. 
Prior to his career in the law, David was a Pastor and short-term missionary. 

An attorney admitted to the California Bar, David received his Juris Doctorate and 
a Bachelor of Science in Law from Western State University College of Law.  David also 
earned an advanced Certification in Taxation from Western State University College of 
Law. Additionally he holds a Bachelor of Arts in Biblical Studies and Languages from 
Grace Bible Institute and is a graduate of the Esperti Peterson Institute’s Advanced 
Wealth and Estate Planning Program. 

David is a member of the California State Bar Association; the Orange County Bar 
Association, the Partnership for Philanthropic Planning; the Orange County Planned 
Giving Roundtable, and past President of both the Estate Planning and Trust Council of 
Long Beach, California and the Orange County Planned Giving Roundtable. He is based 
in Mission Viejo, California and can be reached at daharris@worldvision.org. 
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Differences Between CRUT & Differences Between CRUT & 
CRATCRAT

UnitustUnitust Annuity TrustAnnuity Trust
Variable paymentsVariable payments
Inflation hedgeInflation hedge
Additional Additional 
contributions allowedcontributions allowed
No 5% probability testNo 5% probability test
N t i d FLIPN t i d FLIP

Fixed paymentsFixed payments
No inflation hedgeNo inflation hedge
No additional No additional 
contributions allowedcontributions allowed
5% probability test5% probability test

Net income and FLIP Net income and FLIP 
optionsoptions
Annual valuation Annual valuation 
requirementrequirement

Annuity (standard) Annuity (standard) 
option onlyoption only
No annual valuation No annual valuation 
requirementrequirement

Benefits from Creating a CRTBenefits from Creating a CRT..

Economic BenefitsEconomic Benefits
Increase IncomeIncrease IncomeIncrease IncomeIncrease Income
TaxTax--free conversion of assetsfree conversion of assets

ByBy--Pass capital gain taxPass capital gain tax
Income tax savingsIncome tax savings
Estate and gift tax savingsEstate and gift tax savings
Provision for loved onesProvision for loved ones
Asset diversificationAsset diversificationAsset diversificationAsset diversification
Professional asset management Professional asset management 

Philanthropic BenefitsPhilanthropic Benefits
Legacy, SignificanceLegacy, Significance
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“Obstacles” to establishing a “Obstacles” to establishing a 
Charitable Remainder TrustCharitable Remainder Trust

Providing for HeirsProviding for Heirs

Loss of ControlLoss of Control

Technical Technical 
RoadblocksRoadblocks

Providing for the heirs...Providing for the heirs...

3  No Capital Gain on Sale of Assets

Charitable 
Remainder 

Trust

1. Gift Asset

2.  Tax Deduction

4. Life-Time Income

5. Charitable
Legacy

BENEFITS:BENEFITS:
Leveraged BequestLeveraged Bequest
E t t  T  A id dE t t  T  A id d

Life Ins
Trust

6. Wealth Replacement
Estate Tax AvoidedEstate Tax Avoided
Heirs Provided For Heirs Provided For 
….Tax….Tax--FreeFree

Tax Free
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ControlControl

You Have ChoicesYou Have Choices::
Type of trust (what)Type of trust (what)
Trust payment rate or Trust payment rate or 
amount (how much)amount (how much)
Income beneficiaries Income beneficiaries 
(who)(who)
Frequency of trust Frequency of trust 
payments (how often)payments (how often)
Trust term (how long)Trust term (how long)

ControlControl
You Have ChoicesYou Have Choices::

TrusteeTrustee
InvestmentsInvestments
Charitable beneficiariesCharitable beneficiaries
Retain power to change Retain power to change p gp g

trustee and charitable trustee and charitable 
beneficiariesbeneficiaries
Voluntary or Involuntary Voluntary or Involuntary 

PhilanthropistPhilanthropist
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Technical RoadblocksTechnical Roadblocks

Indebtedness on AssetIndebtedness on Asset
Unrelated Business Unrelated Business 
Taxable IncomeTaxable Income
PrePre--Arranged SaleArranged Sale
Gift & Estate Tax Gift & Estate Tax 
Issues for NonIssues for Non--
Spousal Income Spousal Income 
BeneficiariesBeneficiaries

Charitable Lead TrustsCharitable Lead Trusts

Two types:Two types:
–– Grantor Lead TrustGrantor Lead Trust
–– NonNon--Grantor (Family) Lead TrustGrantor (Family) Lead Trust

Requirements:  The trust must make an annuity Requirements:  The trust must make an annuity 
or unitrust payment at least annually to aor unitrust payment at least annually to aor unitrust payment at least annually to a or unitrust payment at least annually to a 
qualified charity.  Remainder interest goes to qualified charity.  Remainder interest goes to 
Grantor or designated NonGrantor or designated Non--Grantor.Grantor.
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Charitable Lead TrustsCharitable Lead Trusts

The Charitable Lead Trust (“CLT”) is flexible The Charitable Lead Trust (“CLT”) is flexible 
regarding the amount of the annual payout regarding the amount of the annual payout 
and the term of the trust.and the term of the trust.
There are certain restrictions regarding the There are certain restrictions regarding the 
selection of the measuring life when using a selection of the measuring life when using a 
lifetime as a term (“Vulture Trusts”)lifetime as a term (“Vulture Trusts”)lifetime as a term ( Vulture Trusts ).lifetime as a term ( Vulture Trusts ).

Charitable Lead TrustsCharitable Lead Trusts

One tremendous benefit of CLTs is the One tremendous benefit of CLTs is the 
ability to create a virtual “zero estate tax” ability to create a virtual “zero estate tax” 
plan by using the flexibility of the charitable plan by using the flexibility of the charitable 
payment and the term of years.  By payment and the term of years.  By 
increasing the charitable payment and term increasing the charitable payment and term 
of years, the charitable deduction is of years, the charitable deduction is y ,y ,
increased and can be designed to offset the increased and can be designed to offset the 
estate tax liability.estate tax liability.
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Donor Advised Funds (DAF)Donor Advised Funds (DAF)

A DAF is a charitable vehicle whereby the A DAF is a charitable vehicle whereby the 
donor can make a charitable gift now but donor can make a charitable gift now but 
decide later how much to distribute and to decide later how much to distribute and to 
which charity.which charity.

Donor relinquishes control of the giftedDonor relinquishes control of the giftedDonor relinquishes control of the gifted Donor relinquishes control of the gifted 
asset to the administrator of the DAF and asset to the administrator of the DAF and 
receives a full current income tax deduction.receives a full current income tax deduction.

DAFDAF

Community Foundations are favored Community Foundations are favored 
charities (administrators) for DAFs.charities (administrators) for DAFs.

Although control is relinquished to the Although control is relinquished to the 
charity, the donor retains the legal right to charity, the donor retains the legal right to 
make nonmake non binding recommendations for thebinding recommendations for themake nonmake non--binding recommendations for the binding recommendations for the 
charitable beneficiaries of the DAF.charitable beneficiaries of the DAF.



10/18/2009

36

DAFsDAFs

Requirements:Requirements:

–– Must be separately identified, owned and Must be separately identified, owned and 
controlled by the sponsoring charity, AND the controlled by the sponsoring charity, AND the 
donor must have a reasonable expectation of donor must have a reasonable expectation of 
advisory rights over the fund.advisory rights over the fund.y gy g

Gifts of Life InsuranceGifts of Life Insurance

Absolute assignment of existing policy.Absolute assignment of existing policy.
Assign annual dividends to charity.Assign annual dividends to charity.
Name the charity as primary or contingent Name the charity as primary or contingent 
beneficiary on a new or existing policy.beneficiary on a new or existing policy.
Name the charity as a beneficiary on a group Name the charity as a beneficiary on a group 
policy.policy.
CRT Wealth Replacement PolicyCRT Wealth Replacement Policy
Estate gift then Wealth Replacement Policy for Estate gift then Wealth Replacement Policy for 
family.family.
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Gifts of Life InsuranceGifts of Life Insurance

In certain circumstances, life insurance can In certain circumstances, life insurance can 
b f di f CRTb f di f CRTbe a funding source for a CRT.be a funding source for a CRT.
Wealth Replacement source to replace Wealth Replacement source to replace 
assets given to charity through the estate assets given to charity through the estate 
plan.plan.

****Significant gift valuation and tax issues exist Significant gift valuation and tax issues exist 
which must be addressed prior to utlizing which must be addressed prior to utlizing 
these plans.these plans.

Gifts of Retirement Plan AssetsGifts of Retirement Plan Assets

Retirement plan assets can be one of the Retirement plan assets can be one of the 
most effective gifts a donor can make.most effective gifts a donor can make.
–– Retirement plans (other than ROTH IRAs) are Retirement plans (other than ROTH IRAs) are 

normally subject to income taxation and could normally subject to income taxation and could 
also be subject to estate taxation in larger also be subject to estate taxation in larger 
estates.estates.

–– When properly gifted, these taxes can be When properly gifted, these taxes can be 
avoided when the plan is gifted to a qualified avoided when the plan is gifted to a qualified 
charity.charity.
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Gifts of Retirement Plan AssetsGifts of Retirement Plan Assets

To avoid income tax donor must be To avoid income tax donor must be 
deceased.deceased.
–– Limited exception: gifts made under the PPALimited exception: gifts made under the PPA

Safest methods of gifting:Safest methods of gifting:
–– Beneficiary designation on plan documentsBeneficiary designation on plan documents

IRA trustIRA trust–– IRA trustIRA trust

Gifts of Retirement Plan AssetsGifts of Retirement Plan Assets

Under Chief Counsel Memorandum Under Chief Counsel Memorandum 
ILM 200848020, published Dec. 1, 2008, a ILM 200848020, published Dec. 1, 2008, a 
living trust may not be able to pay charitable living trust may not be able to pay charitable 
bequests from retirement plans and claim a bequests from retirement plans and claim a 
charitable income tax deduction.  In charitable income tax deduction.  In 
addition, proposed Treasury Regs. would addition, proposed Treasury Regs. would 

hibit t t l i i th h it blhibit t t l i i th h it blprohibit a trust claiming the charitable prohibit a trust claiming the charitable 
deduction if the purpose of the plan was deduction if the purpose of the plan was 
solely to avoid paying the income tax. solely to avoid paying the income tax. 
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Additional Resources:Additional Resources:

Certified Specialist in Planned Giving Certified Specialist in Planned Giving 
CSULB, FoundationCSULB, Foundation
American Institute for Philanthropic Studies American Institute for Philanthropic Studies 
6300 State University Dr., Ste. 332          6300 State University Dr., Ste. 332          
Long Beach, CA 90815 (562) 985Long Beach, CA 90815 (562) 985--8466            8466            
www plannedgivingedu com/CSPGwww plannedgivingedu com/CSPGwww.plannedgivingedu.com/CSPGwww.plannedgivingedu.com/CSPG


