
The Role of a Charitable Remainder 
Trust in a Comprehensive Financial and 
Estate Plan 

When thinking about financial and estate planning ideas—and, especially 
when considering charitable gift planning—one topic that merits attention 
is the role of a Charitable Remainder Trust in a comprehensive financial 
and estate plan.

A Charitable Remainder Trust is an irrevocable transfer of assets owned 
by the Donor to a trust arrangement for the purpose of meeting the needs 
and objectives of the Donor both during the Donor’s lifetime and at death.

This dual purpose can be accomplished by a Charitable Remainder  
Trust because:

•	 First, the income earned by the assets held in trust are distributed by 
the trustee on an annual (or other) basis to those named in the Trust 
Agreement as the life income beneficiaries. This may be the Donor, the 
children or grandchildren of the Donor, or other parties.
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•	 Second, the assets remaining in the trust at 
the time of the Donor’s death (in the case of a 
married couple) are distributed to the charitable 
organization(s) named in the Trust Agreement as 
the remainder beneficiary(-ies).

By such an arrangement, it is possible to preserve (and 
often increase) the assets as an income source for the 
lifetime of oneself (and one’s spouse, or other family 
members) and—at the same time—create a legacy 
gift that can make a significant difference at James 
Madison University.

Establishing a Charitable Remainder Trust is not a 
complicated task—but it is something that you would 
want to have done by an attorney with expertise in 
estate planning and charitable trust documents.

How it Works
To create a Charitable Remainder Trust, you would 
transfer assets to a trust via a trust agreement. The 
assets you choose to use would be a matter to consider 
with your financial planning advisor. The assets may 
include:

1. Cash

2. Publicly traded securities 

3. Closely held stock

4. Bonds

5. Income producing property

6. A combination of such assets

You would name yourself (and/or others, as you may 
choose) to be the life income beneficiary(-ies) of the 
trust—either for a term of years (up to twenty) or for 
your lifetime.

Then, when the trust’s term is over (or at your 
death), the assets remaining in the trust would be 
distributed to James Madison University.

In a remainder trust, you are in effect maximizing 
the use of your assets as a steady source of income 
passing the assets to James Madison University as a 
charitable legacy.

A powerful aspect of this strategy is that the assets 
placed in the trust are permanently removed from 
your estate—and, any growth in the assets during the 
term of the trust is outside your estate.

Who would act as a Trustee? You have several 
choices. You may name one or more trusted family 
members, a financial institution that has a trust 
department, or even the JMU Foundation. It is not 
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uncommon for Donors to designate two parties to 
act a co-trustees.

Perhaps now more than ever before a charitable 
remainder trust can provide you with a number of 
attractive benefits.

You receive a charitable gift tax deduction for the 
present value of the remainder interest given to James 
Madison University. This deduction can allow you to 
reduce or even avoid completely income and capital 
gains tax liabilities that you otherwise may have.

You ensure that all future appreciation on the assets 
which you transferred to the trust will not increase 
your tax liability.

You would continue to benefit from professional 
asset management for the assets held in the  
charitable trust.

A charitable remainder trust typically is appropriate 
for those individuals who wish to fund a trust with 
at least $1 million and above—knowing that these 
assets will continue to work for you in the form 
of annual income for your lifetime. In the case of 
married couples, the income could continue for the 
life of the surviving spouse.

It is possible to set up a Charitable Remainder Trust 
with assets totaling $250,00 to $500,000, but in 

such cases, a Charitable Gift Annuity may be a more 
efficient way to achieve very similar results.

Annuity Trusts and Unitrusts
When you begin to make plans to establish a 
Charitable Remainder Trust, you will discover 
that there are two ways in which such a trust can 
be set up = either as an “annuity trust” or as an 
“unitrust”—and, the choice is determined largely by 
the preferences of the Donor.

In the annuity version of a Charitable Remainder 
Trust, the lifetime payment would be a fixed amount 
of dollars every year, with the amount set at the time 
the trust is created. Once the annual annuity amount 
is set, it never changes. The ensures that the life 
beneficiary can plan on receiving the same amount 
for the life of the trust.

On the other hand, in the unitrust version of 
a Charitable Remainder Trust, the life income 
beneficiary(-ies) receive an amount each year based 
on a fixed interest rate. The interest rate never 
changes, but the amount received each year will vary, 
based on an annual valuation of the trust assets. If 
the trust value decreases, then the annual payment 
goes down.
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Gifts of Real Estate 
For Donors considering a gift that involves real estate, a Charitable Remainder Trust could be a particularly good 
way to create an effective gift plan. The real estate transferred to the charitable trust would be valued at its appraised 
fair market value for purposes of the gift to James Madison University. Then, once it is sold, the proceeds from the 
sale of the real estate fund a steady source of income for the life income beneficiary(-ies). Such an arrangement can 
provide a valued advantage for the Donor and other family members.

Conclusion
When Donors choose to establish a Charitable Remainder Trust, they do so for a variety of reasons. For example, 
such a charitable gift can be used to memorialize or honor family members—or favorite faculty members. It can be 
used to help a specific college or school, the athletics program, or another particular program within James Madison 
University—or, it can focus on a critically important issue or area of need  that has been identified by the University.

A Charitable Remainder Trust is a way for Donors to make special gifts that preserve income sources for themselves 
and their families—and, benefit James Madison University.
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