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Funding Charitable Remainder Trusts with Complex Assets

David Wheeler Newman

Opportunities to develop large charitable remainder trusts often involve funding those 
trusts with assets other than cash or publicly traded securities.  Gift planners must be aware of 
unique issues raised in evaluating, planning and documenting gifts of this type, in order to 
achieve donors’ philanthropic objectives while managing risks to the institution.  

Framework for Discussion

Consider these issues and general themes:

1. Interaction with Donor.  While it is not the case in every situation, it’s more 
likely that a donor has stronger feelings about the complex asset than he or she would with cash 
or securities of equivalent value.  The donor may be more attached to an asset purchased as a 
collectible or one such as rental real estate that the donor has managed for several years.  This 
level of attachment may mean that the donor has opinions regarding the management of the asset 
or the way in which it should be disposed of to obtain the best price for the CRT.  There can be 
risks to the charity as remainder beneficiary and trustee of a CRT.  Consider:

2. Environmental and other liabilities arising from real estate ownership

3. Additional trust liquidity required

4. Challenges in marketing the asset

5. Reputational risks from certain categories of assets

Case Studies

1. Precious Metal Coins. A central issue, from which several consequences flow, 
when funding a CRT with coins or other currency collectibles is whether the gift should be 
analyzed as a gift of cash (currency) or tangible personal property.

(a) The general rule is that coins and notes are tangible personal property if 
they are not held as a medium of exchange or if they have acquired value as collectors’ 
items.



© 2008 David Wheeler Newman 2
1783702.1

(b) Revenue Ruling 69-63 held that since a collection of rare coins was not 
held primarily as a medium of exchange but instead had acquired value as collectors’ 
items, the collection is tangible personal property for purposes of Code Section 170.  This 
ruling followed an analysis in General Counsel Memorandum 33791, in which the IRS 
General Counsel’s office advised the Rulings Branch that the ruling should point out the 
tangible personal property includes coins and notes which are no longer held primarily as 
a medium of exchange but instead have acquired intrinsic value as collectors’ items.  This 
is meant to distinguish these coins and notes from money which, the GCM determines, is 
not tangible personal property.

(c) PLR 9225036: determined that South African Gold Krugerrands are not 
tangible personal property.  This would seem to fly in the face of the first test – the 
medium of exchange test – because you cannot walk into a 7-11 and buy a Slurpee with a 
Krugerrand.  The PLR focuses more on whether the coins had acquired value as 
collectors’ items, and found that Krugerrands are one of the best known types of gold 
bullion coins and therefore have no numismatic value. The PLR concludes (probably 
incorrectly) from this finding that Krugerrands should be treated as money for purposes 
of Section 170.  The reason this appears to be incorrect is that the fact the coins have no 
numismatic value does not make them money – it just means that investors buy them for 
gold content and not as collectibles.  In other words, the PLR concludes that if these coins 
aren’t collectible, they must be money.  The correct conclusion would be that just 
because they’re not collectibles doesn’t make them money – it just makes them a 
different type of tangible personal property, that is a precious metal.

(d) IRC §170(a)(3) provides that, for purposes of determining the timing of a 
charitable contribution income tax production, a charitable gift of a future interest 
intangible personal property (which would include a remainder interest in a CRT funded 
with tangible personal property) shall be treated as made only when all intervening 
interests in the property have expired.  This means that a donor to CRT funded with 
tangible personal property may first claim an income tax deduction for the contribution in 
the year in which the CRT disposes of that property.

(e) IRC §170(e)(1)(B) effectively reduces to basis the deduction for a 
contribution of tangible personal property if the use of that property by the donee charity 
in unrelated to its charitable purpose.

(f) Example: Donor funds a charitable remainder trust (deduction factor 25% 
based on terms of trust) with Canadian Maple Leaf gold coins purchased over a year ago 
for $500,000 which are now worth $600,000 based on the current price of gold.  The trust 
was funded in the last days of December last year, and the trustee sold the coins in 
January of this year.  Because a CRT undertakes no charitable program of its own, the 
calculation of the deduction begins by reducing the value of the coins to their tax basis, 
$500,000.  To this is applied the CRT factor, meaning the 25%, or $125,000 would be the 
amount of the deduction.  This deduction may be claimed this year, not last year, since 
last year the donor held a beneficial interest in the trust holding the tangible personal 
property transferred by the donor.



© 2008 David Wheeler Newman 3
1783702.1

2. Rule 144 Stock.  In the case of most publicly traded securities, re-sales may be 
made without restriction.  However, if the donors’ securities were not registered when acquired 
from the issuer (so-called “restricted securities”) or, even if they were registered when acquired 
by the donor, if the securities are acquired by a CRT from a donor who is an “affiliate” (i.e. 
officer, director of the issuing corporation) (so-called “control securities”), then there are 
securities implications for both the donor and the charity pursuant to Rule 144 under the 
Securities Act of 1933.  Restrictions imposed on the trustees ability to sell the stock in order to 
diversify the trust portfolio vary depending upon whether the shares in question are restricted 
securities or control securities and the length of time the donor has held the shares.  The 
organization’s gift acceptance policy’s gift acceptance policy should cover the issue of Section 
144 Stock in sufficient detail so that each of these variations is addressed or, alternatively, each 
proposed gift should be reviewed by legal counsel to the charity.

(a) New Rules:  Major changes to Rule 144 were adopted by the SEC, 
effective February 15, 2008.  The new rules will generally make it much easier for the 
CRT to sell Rule 144 Stock to fund the trust.

(b) The typical situation:  In the most typical situation, the donor will have 
held the shares for more than one year prior to funding the trust.  The one year holding 
period is relevant not only for the full market value income tax deduction, but also for the 
minimum holding period required by Rule 144.  That Rule is activated when the charity 
learns that the donor is an officer or director of the company that issued the shares.

(c) Example: The donor sit on the Board of Directors of Company and more 
than one year ago received Company stock for his services.  The Company was then, and 
is now, publicly traded.  The value of the stock when Donor received it was $50,000 
which is his tax basis, and the shares are now worth $100,000.  Even though these shares 
are “control shares” for purposes of Rule 144, the CRT may dispose of the shares at once, 
since it is able to “tack” the time that the shares were held by Donor for purposes of the 
one year requirement.  Donors’ income tax deduction will be calculated by applying the 
CRT factor to the full market value of the shares.

3. Intellectual Property.  Recent decades have seen an explosion in the variety and 
value of patents, copyrights, trade names, trade secrets and similar types of intellectual property.  
Planners contemplating a CRT funded with assets of this type would need to first consider what 
may be formidable challenges to market them in a way that will generate maximum proceeds to 
the CRT.  This may involve working with the donor, who may have specialized knowledge or 
expertise concerning the type of intellectual property assets to be transferred to the trust.

(a) New Rules:  Since 2004, IRC § 170(e)(1)(B)(iii) has limited to basis the 
donor’s deduction for a charitable contribution of these intellectual property assets.  
(Note that a different, even more limited, rule applies to copyrights held by the person 
who created them.)  Under this regime,  the donor is entitled to an additional deduction in 
the years following the gift (for up to twelve years), based on net income derived by the 
donee  charity from the intellectual property, based on a sliding scale ranging from 100% 
of the income derived by the donee in the first and second years to 10% of such income 
derived in the eleventh and twelfth year.  See IRC §170(m)
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(b) Example:  Several years ago, Donor began purchasing the copyrights to 
songs that she thought could be profitably used in television commercials and on movie 
sound tracks.  Her tax basis in this catalog is $100,000, and shortly before funding the 
CRT in late 2004, it was appraised at $1,200,000.  She transferred the copyrights to a 
CRT with a 25% deduction factor, based on its terms.  Under § 170(e)(1)(B)(iii), her 
deduction in 2004 was calculated by applying the CRT factor to her tax basis in the 
catalog, resulting in a deduction for that year of $25,000.  She serves as successor trustee, 
to be succeeded by the university that is the remainder beneficiary of CRT once the 
copyrights are sold.  

In 2006, she arranged for the trust to license to an advertising agency the rights to use of 
the songs in commercials for $1,000,000.  Assuming the CRT factor has increased to 
28%, her 2006 deduction is $280,000.  

In 2008, she arranges for the trust to sell the entire catalog to a movie studio (subject to 
the license to the ad agency) for $500,000, when the CRT factor has increased to 30%.  
Since it is the fourth year after the original gift, a maximum of 80% of the sales proceeds 
may be taken into account under the sliding scale of    -- $400,000.  The amount used to 
calculate her additional deduction, however, is only $100,000 – not $400,000 – under the 
special limitation rule of  § 170(m) which provides that the total value that may be taken 
into account is the original value of the contributed property at the time of the gift.  Here, 
that  value was appraised at $1,200,000, reduced by the original basis used in 2004 of 
$100,000, reduced by the $1,000,000 used in 2006 equals $100,000 available for use in 
2008.  Her deduction is 30% of this amount, or $30,000.

UBTI in Charitable Gift Planning

Charitable organizations which are generally exempt from federal income tax under 
Internal Revenue Code section 501 are nevertheless subject to tax on their unrelated business 
taxable income (UBTI).  Charitable remainder trusts, generally exempt from tax under Code 
section 664, are also subject to tax on their UBTI.  The following presents an overview of the 
UBTI rules, and describes typical charitable gift planning situations in which UBTI issues may 
arise.

1. Unrelated Business Taxable Income Defined.  Code Section 511 imposes a tax 
on the UBTI of a tax exempt entity. The definition of UBTI is found in Code Section 512:  gross 
income derived from an unrelated trade or business that is regularly carried on, less deductions 
directly connected with that business.  

(a) Unrelated Trade or Business.  For purposes of the UBTI rules, a trade or 
business is “any activity which is carried on for the production of income from the sale of goods 
or the performance of services.”  It is a very broad definition.  The activity will only generate 
UBTI if it is not substantially related (other than through the production of funds) to the purposes 
for which tax exemption has been granted to the organization.  The relationship between the 



© 2008 David Wheeler Newman 5
1783702.1

organization’s business activities and its exempt purposes must be carefully examined.  Reg. 
§1.513-1(d).  

(b) Real Estate.  Sales of real estate by charitable organizations have generated a 
long series of cases and rulings on the issue of whether the charity is liquidating an investment in 
an attempt to maximize value (i.e., passive) or selling property to customers in the ordinary 
course of business (i.e., a dealer in property engaged in a trade or business).  The overarching 
theme of these cases and rulings is that there is no fixed formula or criteria for determining 
whether property that has been sold was held primarily for sale to customers or for investment.  
The IRS does, however, apply the following factors in making this determination: 

(i) the purpose for which the property was acquired; 

(ii) the length of time the property was held; 

(iii) the owner’s activities in improving and disposing of the property; 

(iv) improvements made to the property; 

(v) proximity of the sale to the acquisition of the property; 

(vi) prevailing market conditions; and

(vii) the frequency, continuity and size of the sales.

Of these factors, the most important are the frequency of sales and the level of development and 
selling activities undertaken by the charitable organization.

(c) Related Business.  Income is not included in UBTI if it is generated from a trade 
or business which is substantially related to the tax exempt purposes of an exempt organization.  
Income derived from charges for a tax exempt function, such as the sale of tickets to a museum 
exhibit, are clearly related to the exempt purpose of the charity. Similarly, the sale of books and 
other educational materials relating to training provided by a charitable organization are directly 
related to its exempt purpose.  Note, however, that a charitable remainder trust can never have 
business income related to a tax exempt purpose since a CRT does not undertake any of its own 
charitable programs:  all business income of a CRT will, by definition, go into the UBTI 
calculation since it cannot be related to any exempt purpose.

(d) Regularly Carried On. Business activities are considered to be regularly carried 
on if they demonstrate frequency and continuity and are pursued in a manner similar to other 
commercial activities.  Reg. §1.513-1(c)(1).  

(i) In the NCAA case, the court held that advertising in programs for an 
annual three week basketball tournament was not an activity that was regularly carried on 
for purposes of UBTI.  The IRS disagrees with this result.  

(ii) On the other hand, the IRS has ruled that when an organization contracted 
with a commercial firm to solicit advertising for its annual yearbook, it was “engaging in 
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an extensive campaign of advertising solicitation” and thus, the activity was regularly 
carried on for UBTI purposes.  Rev. Rul. 73-424.  

2. Exceptions.  As with other areas of tax law, the exceptions to the general rule are as 
important as the rule itself.  Several types of activity unrelated to exempt purpose, regularly 
carried on by the tax exempt entity, are nevertheless exempt from the UBTI rules.  

(a) Passive Investment Income.  UBTI does not include dividends, interest, payment 
with respect to securities loans, loan fees, annuities, capital gain, rents from real estate or 
royalties.  Code §512(b).

(b) Rental vs. Service Income. Note that while real estate rental income is exempt 
from UBTI, income from performance of services is not.  Payments attributable to services that 
are not routinely provided by a landlord, such as maid service for tenants, are not within the 
general exception for rental income and therefore go into the calculation of UBTI.  

(c) Volunteers. Income from activities in which substantially all the work is 
performed by volunteers is exempt from UBTI.  Code §513(a)(1).  

(d) Convenience Exception. Income from a business conducted for the convenience 
of members, students, patients, officers or employees is also excluded from UBTI.  Code 
§513(a)(2).  A dormitory laundry facility or a faculty cafeteria would be within this exception.

(e) Donated Goods. Income from the sale of donated goods (for example at a 
fundraising auction) is exempt from UBTI.  Code §513(a)(3).  

(f) Corporate Sponsorship. Qualified sponsorship payments which provide no 
benefit to the corporate sponsor beyond acknowledgement of the company’s name or logo in 
connection with the organization’s activities, are excluded from UBTI.  Reg §1.514-4(a).

3. Royalties.  UBTI generally does not include royalty income (subject to the rules for 
royalties received from controlled entities discussed below and royalties that are debt financed 
income).  A royalty is a payment for the use of (or the right to use) a valuable intangible right, 
such as a logo, copyright or trademark.  Like rental income, the exemption is not broad enough 
to include income attributable to services that benefit the licensee.  This distinction between 
royalty income, for the right to use intangible property, and income for services performed by the 
charity has generated a considerable amount of litigation in addition to (and sometimes at odds 
with) IRS guidance.

4. Controlled Entities.  A charity might plan to conduct a business activity through a 
taxable subsidiary.  This might be done for a variety of reasons, including the protection of the 
parent subsidiary.   There is an important UBTI rule that applies in this case.  Payments of 
interest, annuity, royalty or rent received from a controlled entity will be included in UBTI of the 
charity, to the extent the payments reduce the business income of the controlled entity. Code 
§512(b)(13).
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(a) Control.  For purposes of this special rule, control means ownership of more than 
50% (by vote or value) of the corporation, limited liability company or other business entity.  
Typical constructive ownership rules apply for interests in the entity which are held indirectly.

(b) Example.  The College campus has a  lovely courtyard that is a popular spot for 
alumni weddings.  The College organizes a wholly owned corporation as a subsidiary to provide 
all wedding related services, including photography, catering and wedding planning, and rents 
the courtyard area to the new wedding subsidiary.  Even though rents are generally exempt from 
UBTI, the rents received by the College from the wedding subsidiary are included in the UBTI 
of the College.

5. S Corporation Income.  A charity (but not a charitable remainder trust) may be a 
shareholder of an S corporation.  Code §1361(c)(6).  However, all S corporation income that 
flows through to the charity – even items like interest and dividends that would otherwise be 
exempt – are automatically included in UBTI.  Code §512(e)(1).  Gain from the sale of the S 
corporation shares by the charity is also included in UBTI.  

(a) Example.  The Donor is planning to sell his businesses, which is an S 
corporation.  Since he has been told that one of the most tax efficient ways to benefit his alma 
mater is through a contribution of a highly appreciated asset, he transfers a portion of his 
company stock, with a basis of 100 and an anticipated sales price of 1,000, to the college.  He 
sells the company quickly so that no S corporation income (and therefore UBTI) passes through 
to the college.  However, the entire gain of 900 is included in the UBTI calculation of the 
college.  As a nonprofit corporation, the college is subject to a maximum federal corporate tax 
rate of 35% on capital gain, while the donor would have been subject to a maximum rate of 15%.  

6. Computation of UBTI.  The charity or CRT may offset items of gross income from an 
unrelated business with deductions (including depreciation) directly connected with that 
business.  If the same expenses support both an exempt function and an unrelated purpose, they 
must be allocated between the two uses.  Reg. §1.512(a)-1.

(a) Example.  The college bookstore sells both textbooks for classes at the college 
(exempt function) and general merchandise such as greeting cards, magazines and video games 
(unrelated).  Expenses of operating the bookstore must be allocated between the exempt function 
receipts from textbooks and the unrelated receipts from general merchandise.

(b) Specific Deduction.  In addition to other deductions allocable to unrelated 
business income, the charity may claim a specific deduction of $1,000.  Code §512(b)(12).

(c) Tax Rate.  UBTI of nonprofit corporations is taxed at the same rate as regular 
taxable corporations.  UBTI of charitable trusts (but not CRTs – see below) is taxed at the same 
rate as taxable trusts (essentially the same rate as individuals).

7. Analytical Framework.  Bruce Hopkins, in his excellent treatise on the subject cited 
below, suggests that unrelated business income may be approached using the following series of 
inquiries:

(a) Does the activity in question constitute a business?
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(b) Is the business regularly carried on?

(c) Is the regularly carried on business related to the exempt purpose of the 
organization?

(d) Does a modification or exception based on the type of income apply?

(e) Does a modification or exception based on the type of activity apply?

(f) Apply all allocable deductions to calculate unrelated business taxable income.

8. Unrelated Debt Financed Income.  An important category of UBTI is unrelated debt 
financed income, which can result in tax on income such as rent or capital gain that would 
otherwise be exempt.  This category arises from debt financed property if the production of 
income from that property is unrelated to the organization’s exempt purpose.

(a) Debt Financed Property.   Property (e.g. stocks, bonds or real estate) held to 
produce income with respect to which there is acquisition indebtedness at any time during the 
preceding 12 months.  

(b) Acquisition Indebtedness.  Defined in Code §514(c) as the unpaid principal 
amount of indebtedness incurred before, during or after the acquisition of improvement of the 
property.  (Indebtedness incurred after the acquisition of the property is included only if it is 
reasonably foreseeable at the time of the acquisition).

(c) Gift of Mortgaged Property.  The general rule is that if a charity acquires 
mortgaged property by purchase, gift or bequest, there will be acquisition indebtedness in the 
principal amount of the mortgage. There are important exceptions to this general rule:

(i) Property acquired by the charity by bequest is not treated as having 
acquisition indebtedness for a period of 10 years following receipt by the charity.

(ii) Mortgaged property acquired by gift is not treated as having acquisition 
indebtedness for a period of 10 years,  provided the mortgage was on the property for at 
least 5 years before the gift and the donor owned the property for at least 5 years before 
the gift.  For purposes of this exclusion for “old and cold” debt, a re-financing is 
considered a continuation of the old debt to the extent that the principal balance of the old 
debt is not increased as a result of the refinancing.  Reg. §1.514(c)-1(c).

(d) Calculation.  A slightly different formula is used to calculate debt financed 
income from sale of property as opposed to the operation of the property.  In both cases, the 
income is multiplied by a fraction, the denominator of which is the average basis of the property 
over the time it was held by the charity. To calculate gain from sale of the property, the 
numerator is the highest amount of debt on the property at any point during the 12 month period 
preceding the sale.  To calculate the taxable portion of operating income, the numerator is the 
monthly average of debt on the property over the entire period it is owned by the charity.
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(i) Example.  Charity received a gift of undeveloped land subject to a 
mortgage debt that does not qualify for the “old and cold” exception described above.   
The average debt over the 12 month period preceding sale is 300.  The average (and 
current) basis of the property is 400.  The debt/basis percentage of 300/400 means that 
75% of the gain from sale will be unrelated debt financed income to the charity. When 
the property is sold for 1000, the total gain of 600 (1000 – 400) is multiplied by this 
percentage to derive 400 (75% of 600) which will be UBTI of the charity.

9. Reporting and Computation of Tax Liability.  Unrelated business income and 
associated deductions are reported on Form 990-T filed by the charity.  Nonprofit corporations 
are taxed on their UBTI at the same tax rates as regular for-profit corporations.  Note that 
charitable trusts are subject to tax at the rates applicable to regular trusts, generally the same 
rates that apply to individuals.  The taxpayer may offset unrelated business income with all 
deductions allocable to that income in addition to a specific deduction of $1,000. 

10. Charitable Remainder Trusts.  A special rule applies to the UBTI of a charitable 
remainder trust (CRT) effective January 1, 2007.  This rule provides that any UBTI of a CRT is 
subject to an excise tax equal to the UBTI – in other words, UBTI of a CRT is taxed at a rate of 
100%.

(a) Good News or Bad News? The old rule was that income of a CRT for a given 
year was exempt from tax unless it had UBTI for that year.  That meant that even a little bit of 
UBTI in a year would make all of the income of the CRT taxable – including income like capital 
gain that would otherwise be exempt.

(i) Example One.  A CRT is funded with an apartment building.  Although 
the building is free and clear of any mortgage, the property includes a coin-operated 
laundry that generates $10,000 per year in net income after taking into account expenses 
including depreciation of the washing machines.  The CRT is able to sell the property 
after only 3 months (during which the net income from the laundry is $2500) for a capital 
gain of $1,000,000.  Under the old rules, this small amount of UBTI would cause the 
CRT to be taxable on all its income, including the capital gain from sale of the property, a 
tax of over $150,000 – a truly painful result.  

(ii) Under the new rules, the bad news is that the UBTI from the laundry is 
subject to an excise tax at the confiscatory rate of 100%.  However, the good news is that 
the CRT retains its tax exemption with respect to other income – in this case reducing the 
tax payable by the CRT to $1500 or less.  

(iii) Example Two.  The CRT is funded with an apartment building that needs 
work.  The trustee of the CRT borrows $100,000 to put on a new roof and make some 
cosmetic improvements to the property to prepare it for sale, and sells the property for a 
gain of $500,000.  Assume that the $100,000 mortgage increased the property’s basis 
from $300,000 to $400,000.  The result is that the CRT has 100,000/400,000 x 500,000, 
or $125,000 of debt financed income.  Under the old rules, the CRT would lose its 
exemption for the year of sale, resulting in tax (at 15%) on the gain of approximately 
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$75,000.  (Even assuming that some of the gain was so-called unrecaptured Section 1250 
gain taxable at 25%, a blended rate of 20% would result in total tax of $100,000).

(iv) Under the new rules, the CRT would retain its tax exemption, but the debt 
financed income would result in tax of $125,000.

11. Charitable Gift Annuities.  When a charity receives property in exchange for a gift 
annuity, the annuity is treated as debt for tax purposes, much the same as if the charity gave the 
donor an installment note for the property in a bargain sale transaction.  Does this mean that a 
charitable gift annuity is acquisition indebtedness that can cause unrelated debt financed income 
when the charity sells the property it received in exchange for the annuity?

(a) Special Rule for CGAs.  Code §514(c)(5) contains an important exception which 
will prevent a CGA from being treated as acquisition indebtedness incurred by the charity 
issuing the annuity, but only if the annuity meets all of the following tests:

(i) Sole Consideration.  The annuity must be the sole consideration given by 
the charity to the donor in exchange for the property, other than an “old and cold” 
mortgage of the type described above.

(A) Example:  Donor transfers real property with a tax 
basis of 10 and a value of 100 to Charity, subject to an old and cold 
mortgage of 20 and in exchange for an annuity with a present value of 40.  
So far so good.  The Charity also agrees to pay the Donor an additional 10 
in cash as part of the bargain sale transaction.  Even though the old and 
cold mortgage will continue to qualify for the exclusion from acquisition 
indebtedness under the 5 year rule of Code §514(c)(2), the annuity will no 
longer qualify for exclusion under Code §514(c)(5) since it is not the sole 
consideration paid by the Charity. The Charity will have acquisition 
indebtedness of 40, giving rise to unrelated debt financed income when it 
sells the property at a gain.  

What percentage of the gain will be taxable?  The total consideration paid 
by the Charity is mortgage 20 + present value of annuity 40 + cash 10 = 
70, meaning that 30% of the Donor’s basis of 10, or 3, carries over to 
Charity as the basis from the gift part of the bargain sale transaction, 
which when added to the cost basis of 70 from the sale part of the 
transaction, gives the Charity a basis of 73 in the property.  The ratio of its 
acquisition indebtedness, 40, to this basis results in a percentage of 54.8%.  

If the Charity sells the property for 100, its total gain will be 100 – 73 = 
27, 54.8% of which, or 14.79 will be unrelated debt financed income.

(ii) Limitation on Value of Annuity.  The value of the annuity must be less 
than 90% of the value of the property received in exchange.  This requirement will 
typically not pose a problem for charities using the recommended rates of the American 
Council on Gift Annuities.
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(iii) Measuring Life or Lives. The annuity must be payable over the life of 
one individual (who is alive at the time the annuity is issued) or over the lives of two 
individuals.

(iv) No Guarantees.  The annuity contract may not guarantee a minimum 
amount of payments or specify a maximum amount.

(v) No Adjustments.  The annuity contract may not provide for adjustment in 
the amount of the annuity based on income received by the charity from the property.   

12. Other UBTI Issues. Much has been written and discussed recently about UBTI issues 
that are not specifically related to charitable gift planning, including:  

(a) UBTI Issues Arising from Investments.  

(b) Internet Activities.

(c) Joint Ventures with For-Profit Participants.

13. Further Reading.  Readers looking for an in-depth coverage of UBTI should consult The 
Tax Law of Unrelated Business for Nonprofit Organizations by Bruce R. Hopkins, published by 
John Wiley & Sons, Inc. in 2005.
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