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Contingent Reversion

Transfer Date: 11/2022
§7520 Rate: 4.80%
Age of Grantor: 50
Number of Beneficiaries: 5
Ages of Beneficiaries: 35, 39, 42, 48, 49
Mortality Table: 2010CM

Present Value of Grantor's Contingent Reversion: 0.4687%
Probability of Reversion: 3.4121%

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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Contingent Reversion
  

The grantor of a trust (or other similar beneficial interests in property) will sometimes retain the right to receive back the
property in the trust if all of the beneficiaries should die and the grantor is still living. The possibility of that kind of
"contingent reversion" would exist if, for example, the grantor has given property in trust for the benefit of a child and
directed that the trust distribute income to the child for life and then distribute the trust property to the child's children (the
grantor's grandchildren) when the child dies, and the grantor has directed that the trust property return to the grantor if the
child dies without any grandchildren surviving her and the grantor is still living, but that the trust property go to the
grantor's intestate heirs if the grantor is not then living.

A contingent reversion can have federal estate tax or federal income tax consequences if the present value of the
contingent reversion is more than 5% of the value of the trust.

Under section 2037(a) of the Internal Revenue Code, the entire value of a trust is included in the grantor's gross
estate for federal estate tax purposes if (1) possession or enjoyment of the trust property is contingent on
surviving the grantor, and (2) the value of the grantor's possible reversionary interest is more than 5 percent of the
value of the trust immediately before the grantor's death.
Under section 673(a) of the Internal Revenue Code, the grantor of a trust is treated as the owner of any portion of
the income or principal of a trust (which means that the income from that portion of the trust is taxed to the grantor
and not the trust) in which the grantor has a reversionary interest with a value of more than 5 percent of the value
of that portion of the trust.

This module calculates the present value of a contingent reversion (the present value being a percentage of the value of
the trust or the relevant portion of the trust), given the age of the grantor, the ages of up to five beneficiaries who must die
before the grantor receives the reversion, and the discount rate under section 7520 of the Internal Revenue Code (which
is 120% of the applicable federal mid-term rate, rounded to the nearest two-tenths of a percent). The reversion is
calculated in the same way as a remainder following a simple income interest, without regard to any possible principal
distributions or any income accumulations.
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