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Annuity, Life Estate and Remainder Factors

Trust Type: Life
Transfer Date: 11/2022
§7520 Rate: 4.80%
Lives: 3
Age 1: 51
Age 2: 55
Age 3: 59
Principal: $1,250,000.00
Payment Timing: End
Mortality Table: 2010CM

Life Estate Factor: 0.80964
Life Estate Value: $1,012,050.00
Remainder Factor: 0.19036
Remainder Value: $237,950.00

Life Estate and Remainder
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This scenario is a hypothetical illustration based on the assumptions you entered via the inputs inside the program. It is to
be used solely as a conceptual guide to understand and quantify your planning needs. It would be wise to consider this
illustration together with all other information you deem necessary in making your investment decisions. This illustration is
not a guarantee of the performance of any specific investment. Actual performance from your investments and assets
may vary. This illustration is not legal or tax advice. You should consult with your attorney and accountant to review this
information and determine its appropriateness for your particular situation. The provider of this illustration provides no
guarantee and assumes no responsibility or liability for the accuracy of the information provided (including whether the
interest rate you have selected is in fact "reasonable") or for your reliance based on this information. 
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Annuity, Life Estate and Remainder Factors
  

Annuity Factors
For income, estate, or gift tax planning purposes, or for general financial planning purposes, it is often necessary to know
the present value of a continuing series of payments to be received in the future. When the payments are regular and
fixed in amount, they can be valued as an annuity.

The two simplest forms of annuities are annuities payable for a term of years and annuities payable for a life (or lives).
There are also many possible variations, such as annuities payable for the shorter of a term or life, annuities with a
guaranteed term (i.e., payable for the longer of a term or life), annuities that terminate upon the first death among several
lives (instead of last-to-die), and deferred annuities that start at a future date. This program calculates only annuities for a
term, for a life (or up to three joint lives), or the shorter of a term or life (or lives).

The present value of an annuity is usually determined by multiplying the total annual payments by a factor. When the
annuity is payable annually and at the end of each year, the factor is nothing but the comparable life estate factor (see the
Life Estate and Remainders Factors explanation below), divided by the assumed discount rate (i.e., the section 7520
rate). When annuities are payable semi-annually, quarterly, or monthly, or at the beginning of each payment period
instead of at the end, the base factor must be adjusted.

The factors calculated by this program are based on rules and regulations under Section 7520 of the Internal Revenue
Code, and methods used by the IRS consistent with those rules and regulations. This means that future values are
discounted to present values using the interest rate required under Section 7520 (120% of the federal mid-term rate for
the month, rounded to the nearest 2/10ths of a percent) and using Table 80CNSMT, Table 90CM, Table 2000CM, or
Table 2010CM mortality values.

Life Estate and Remainder Factors
A term of years is the right to use, possess, and enjoy the property or the income it produces for a specified number of
years. That right continues until the term expires (regardless of whether or not the person enjoying the property or the
income it produces during that term continues to live. If the "term tenant" dies, the right can be left by will or passed to a
family member through intestacy laws).

A life estate is the right to use, possess, and enjoy property or the income it produces for the life of a specified person.
That measuring life (using age nearest birthday) can be the life of the holder of the interest or may be measured by the
life of some other person (a so called "estate per autre vie").

A life estate can be payable for more than one life. For example, the right to live on or enjoy the income from property (in
or out of trust) can extend for joint lives of you and your spouse or you and any other person or persons. Note that the life
income beneficiary receives no right to enjoy the principal and the life estate therefore ends at the death of the
"measuring life." But if one person holds a life estate (e.g. a parent) and another person is used as the measuring life
(e.g., a child), the holder of the estate could give it away, sell it, or leave it in his or her will and it will continue in the new
owner's hands -until the death of the measuring life.

A remainder interest is the right to use, possess, or enjoy property when the prior interest (term or life) ends.
Mathematically, the value of a remainder interest is found by subtracting the present value of the prior interest from the
entire fair market value of the property.

Terms of years, life estates, and remainder interests are key estate planning concepts. To make these time value of
money computations, you must use a discount rate issued monthly by the federal government called the "Section 7520
rate." This is computed from the average market yield of U.S. obligations. 
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