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I. Introduction.  Interest rates are at historic lows.  This is good news for certain planning techniques, and bad news for others.  In a nutshell, the low interest-rate environment makes techniques such as GRATs (grantor retained annuity trusts), Sales to Defective Grantor Trusts, and CLATs (charitable lead annuity trusts) attractive, and techniques such as QPRTs (qualified personal residence trusts) and CRATs (charitable remainder annuity trusts) less so.  This environment also means that intra-family loans can be done on very favorable terms.  Before getting into these planning options, it may be helpful to review the underlying structure of these techniques, as well as the “7520 rate,” which is generally used to value them.   
II. The techniques and their underlying interests.  GRATs, CLATs, and QPRTs are gift tax strategies, and CRATs and CRUTs (charitable remainder unitrusts) are typically income tax strategies.  GRATs, CLATs and CRATs all involve an “up-front” annuity interest for a period of time, with the remainder passing to heirs (in the case of GRATs and CLATs) or charity (in the case of CRATs).  QPRTs involve “up-front” income and reversionary interests, with the remainder passing to heirs.  Annuities, income, reversionary and remainder interests are all interest-rate sensitive.  In contrast, CRUTs involve an upfront unitrust interest, with the remainder passing to charity, and are generally unaffected by interest rates (see below).  

Annuities.  An annuity is a fixed payout that never varies.  When it is the “front end” interest of a trust, it is either stated as a fixed dollar amount or as a percentage of a trust’s initial value.  It is an effective planning tool because the annuity “freezes” the upfront interest, so that any appreciation solely benefits remaindermen.  The Treasury valuation tables assume that an annuity is paid once a year, at the end of the year; if the payout differs from this, an annuity adjustment factor is required to value the interest (the more frequent the payout, or the closer it is to the beginning of the year, the more valuable it is).   
Contingent interest.  An interest that will terminate at the sooner of a period of years or your death (as in a QPRT’s income interest) or that will come to fruition only if a certain event – such as your death – occurs (as in a QPRT’s reversionary interest).  

Fixed term interest.  An interest that will continue for a fixed period of time (e.g., a “zeroed-out” GRAT typically continues for a period of years; if you die during the period, the annuity payout continues to your estate).
Income interest.  With an income interest, you generally receive a trust’s “distributable net income,” such as rents, dividends, and interest income, but not capital gains.  If the trust holds tangible property or real estate, the “income interest” equates to the right to use the property (as in with a QPRT).  A life estate is considered an income interest, and valued as such.
Reversionary interest.  If you are the trust grantor and have the right to receive the property back under certain circumstances (e.g., you die before the end of the trust’s term of years), that is a reversionary interest.
Remainder interest.  A remainder interest is the “back end” of a trust – as in, with a charitable remainder trust, charity receives whatever is left in the trust when the income beneficiary dies. 

Unitrust interest.  A unitrust is a variable payout that is a fixed percentage of the trust’s annual value.  Because the unitrust beneficiary and the remainderman share equally in the trust’s appreciation or depreciation, a unitrust does not “freeze” the front-end interest and is therefore not nearly as effective a planning tool as an annuity.  Treasury valuation tables assume that a unitrust interest is paid once a year at the beginning of the year; in that case, interest rates have no bearing on the unitrust’s valuation (if the payout differs from this, interest rates only modestly affect the valuation).  Because unitrusts are therefore not interest-rate sensitive in the same way that annuities are, they do not figure into this discussion.
III. The “7520 rate.”  Named after the section of the Internal Revenue Code where it is set forth, the 7520 rate is published monthly and represents what the IRS assumes is a reasonable rate of return.  It equals 120% of the applicable federal mid-term rate, rounded to the nearest .20% (20 basis points, or 2/10th of 1%; the mid-term rate is based on the average market yield of outstanding marketable Treasury obligations with maturities that are over three years but not over nine years).  The 7520 rate is used to value annuities, and income, reversionary and remainder interests; it factors into the gift tax computations for GRATs, CLATs, QPRTs and CRATs, and, as mentioned above, has little or no bearing on the value of unitrust interests.  The rate has been in effect since May 1, 1989.  Below is a chart of the historic 7520 rates:
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IV. Why do we have a 7520 rate?  From 1952 through April 30, 1989, Treasury used the following assumed rates of return to value life estates, remainder and reversionary interests and annuities:

· transfers before January 1, 1952:



4%

· transfers from January 1, 1952 to December 31, 1970:

3.5%

· transfers from January 1, 1971 to November 30, 1983: 

6% 

· transfers from December 1, 1983 to April 30, 1989:

10%

With the advent of the 10% rate in December 1983 – and the steady decline in dividend-paying stocks – clever planners realized that income interests would be significantly overstated and remainder interests correspondingly understated.  To capitalize on that disparity, planners created GRITs (grantor retained interest trusts) – trusts where the grantor retained an income interest for the shorter of a period of time or his death, as well as a reversionary interest if he died before the fixed term of years was over.  If the grantor survived the term (that was the idea), the remainder of the property typically passed to the grantor’s children, either outright or in further trust.  To determine the present value of the remainder gift, the present value of the grantor’s retained rights was subtracted from the value of the property transferred to the trust. 
GRITs were too much of a good thing, and Treasury wanted them stopped.  Accordingly, in the late 80’s, two important pieces of legislation were enacted: the 7520 rate and the ill-fated IRC Sec. 2036(c), which was retroactively repealed in 1990, and replaced with Chapter 14.  Chapter 14 (IRC Secs. 2701 through 2704) shut down GRITs (except for non-family members and trusts with personal residences – e.g., QPRTs, discussed below), and effectively mandated that if you wanted to take advantage of techniques to “freeze” your interest, and allow potential appreciation to pass gift-tax efficiently to your heirs, you had to use GRATs and GRUTs, with their so-called “qualified” annuity and unitrust interests.  This brings us to where we are today.   
V. GRATs, Sales and CLATs work well in a low-interest rate environment.  As mentioned above, GRATs, CLATs, CRATs and QPRTs are all interest-rate sensitive.  GRATs and CLATs work well in a low-interest rate environment, as do Sales to Defective Grantor Trusts; CRATs and QPRTs work less well.  Here is an overview of GRATs, Sales to Defective Grantor Trusts and CLATs:
A. GRATs (grantor retained annuity trusts).  A GRAT is a creature of statute, and is found at IRC Sec. 2702 – it involves a transfer in trust to a member of your family wherein you retain a “qualified [annuity] interest.”  Although a GRAT will not reduce your existing wealth, it is a tax-effective way to pass potential appreciation to your heirs.  You typically fund the GRAT with an asset that either is likely to appreciate significantly or is a “cash cow.”  The trust pays you an annuity, usually for two or three years.  After that period is over, whatever is left in the trust passes, either outright or in further trust, to the remaindermen (typically your children).  When you fund the trust, you are deemed to make a gift equal to the value of the property you transferred to the trust minus the present value of your retained annuity interest.  That interest can be structured to equal up to 100% of the trust’s value, so that there is little or no gift (a “zeroed-out” GRAT).  If the trust property outperforms the 7520 rate used to value your annuity, that appreciation will pass gift-tax free to your remaindermen.


Example:  Dad hopes to take his company public within the next year or so.  Based on the latest venture capital financing, the stock is currently valued at about $10 per share.  Dad creates a GRAT in May 2009, when the 7520 rate is 2.4%.  He funds it with 500,000 shares of stock, so that the GRAT is worth $5 million.  For three years, he’ll receive a 34.945% annuity, which is valued at $1,747,274, which can be satisfied with the stock.  At the end of three years, whatever is left in the GRAT will pass outright to his adult children.  Because the present value of Dad’s annuity equals the full value of the stock on the date it is transferred to the GRAT, there is no current gift to his children.


In Year 1 of the GRAT, Dad receives 174,727 shares to satisfy the annuity.  During Year 2 of the GRAT, the stock goes public and is now worth $15 per share.  Dad receives 116,485 shares to satisfy the annuity.  By Year 3, the stock is now worth $20 per share, and Dad receives nearly 87,364 shares to satisfy the annuity.  At the termination of the GRAT, Dad has received back shares now worth $7,571,521, and the trust still has about 121,424 shares, which are worth $2,428,479, and pass to Dad’s children, gift-tax free.

Possible downsides.  If Dad dies during the GRAT term, then the amount necessary to produce his retained annuity will be includible in his estate – this could include much, if not all, of the trust’s corpus.  (See Treas. Reg. § 20.2036-1(c)(2).)  Also, if the property transferred to the GRAT doesn’t beat the 7520 rate used to value Dad’s interest, Dad will receive everything back, and there will be nothing left for his kids.  In that instance, he will be out his set-up costs (and perhaps annual appraisal costs if the GRAT holds a hard-to-value asset), but will not have wasted any of his $1 million lifetime gift tax exclusion, assuming he zeroed-out the GRAT.  Finally, because of the generation-skipping transfer tax “ETIP” rules, which preclude Dad from allocating his GST exemption to the trust until after his annuity interest is over, the GRAT is not a desirable vehicle for trying to ultimately benefit grandchildren and more remote descendants (see IRC Sec. 2642(f)). 
Escalating GRAT.  The GRAT’s annuity also can be structured to increase by 20% every year (see Treas. Reg. § 25.2502-3(b)(1)(ii)).  This allows for smaller annuity payments at the outset of the GRAT, and more “backloading” of the payments – thereby potentially allowing more appreciation to accrue for remaindermen.

CAUTION!!  On May 11, 2009, the Treasury Department issued the “Green Book” (http://www.treas.gov/offices/tax-policy/library/grnbk09.pdf), its general explanation of the Obama administration’s Fiscal Year 2010 revenue proposals.  To help finance a $630 billion reserve fund for health care reform, the Green Book indicates that the Administration wishes to close certain perceived tax “loopholes.”  This would include imposing limitations on discounts for family limited partnerships and limited liability companies, as well as requiring that GRATs have a minimum term of 10 years.  Although you could still zero-out a GRAT for gift tax purposes, the likelihood of your dying during the term would significantly increase, thereby making the GRAT a “riskier” proposition.  Although the proposal first must be drafted and enacted to be effective, it is clearly a shot across the bow, and suggests that the window of opportunity for short-term GRATs, such as the one illustrated above, may soon close.
B.  Sales to Defective Grantor Trusts (SDGTs).  This technique is similar to a GRAT in that it will not reduce your existing wealth, but offers the opportunity to pass potential appreciation to your heirs in a tax-efficient manner.  Unlike GRATs, however, SDGTs entail an “up-front” gift and are not set forth by statute.  Nevertheless, they offer certain advantages that GRATs don’t have, such as generally using a lower interest rate than GRATs, and the ability to benefit heirs such as grandchildren and more remote descendants.  


Example.  Mom creates a trust for her children and grandchildren, which she funds with $500,000, and to which she allocates GST exemption.  The trust gives Mom the power, under IRC Sec. 675(4), to reacquire trust property and substitute property of equivalent value, and is therefore an “intentionally defective grantor trust” (IDGT) – i.e., one that Mom owns for income tax purposes, but that won’t be taxable in her estate when she dies.  Mom has a privately held company that she intends to take public within the next year or so; based on the latest venture capital financing, the company’s stock is worth $10 per share.  In May 2009, Mom sells 500,000 shares of the stock (worth $5,000,000) to the trust in exchange for a promissory note that requires quarterly payments of interest, and a balloon payment of principal in 6 years.  The note’s interest rate is 2.03%, the May 2009 quarterly mid-term AFR (applicable federal rate) under IRC Secs. 7872(f)(2) and 1274(d).  Because this is an IDGT, no gain or loss is realized on the sale and Mom does not pay income tax on the quarterly interest payments she receives.  In May 2015, the stock is now worth $20 per share, and the trustee distributes 250,000 shares to Mom to satisfy the $5,000,000 note, who’s received a total of $609,000 in interest payments.  The trust still has 250,000 shares, worth $5,000,000.
Sale vs. GRAT.  With the Sale, Mom receives a total of $5,609,000 from the trust, contrasted with the $7.5+ million that Dad receives in the GRAT example above.  In other words, more appreciation passes to the trust beneficiaries gift-tax free – $5 million vs. $2.5 million – but at the “cost” of a higher up-front gift ($500,000 vs. zero).  This result is possible because Mom only receives interest (rather than interest and principal) during the life of the note, and the performance hurdle – namely, the note’s 2.03% interest rate versus the GRAT’s 2.4% 7520 rate – is lower.  Also, if Mom dies while the note is outstanding, only the balance of the note (and not any appreciation on the stock) is includible, and potentially taxable, in her estate; it is uncertain, however, whether her death will trigger current recognition of the sale, and therefore capital gains tax.  See the chart in the appendix comparing and contrasting GRATs and SDGTs.
Possible downsides.  If the property Mom sells to the trust doesn’t outperform the note’s interest rate, there won’t be any appreciation for the trust beneficiaries, and the trust probably won’t be able to pay off the note.  Mom also will have wasted her significant up-front gift.  And, as mentioned above, if Mom dies while the note is still outstanding, the possible income tax consequences are uncertain. 
C. CLATs (charitable lead annuity trusts).  CLATs are a gift and estate tax strategy that provide an “up-front” annuity for charity, with the remainder passing to your heirs.  They may make sense if you have already done a lot of planning and are looking to both benefit charity for a period of time and provide your heirs with what could be a significant nest-egg down the road.  The lower the 7520 rate, the higher the present value of charity’s interest, and the lower the gift tax value of the remainder interest.  To illustrate, suppose you put $2 million into a 5%, 20-year CLAT, so that charity receives an annuity of $100,000 for 20 years.  When the 7520 rate is only 2.4%, the remainder gift to your heirs is about 21%, or $426,260.  When the 7520 rate is 7%, the gift is about 47%, or $940,600.  To the extent the CLAT outperforms the 7520 rate used to value the annuity interest, that appreciation will pass gift-tax free to your heirs.  

Note that a CLT can be structured as a grantor trust, whereby the donor is entitled to an income, as well as a gift tax, deduction.  Usually, however, CLTs are not structured this way because the donor will be taxed on the trust’s income, and therefore will “recapture” the income tax deduction over time.  When the CLT is a nongrantor trust, it is a separate taxpayer, and is entitled to an income tax deduction for any income paid to charity.  Usually, the trust’s investments are calibrated so that income does not exceed the annual payout, and the trust therefore doesn’t pay any income tax.  Note, too, that CLATs (like GRATs) are often zeroed-out, so that there is no taxable gift.
Special GST rule.  If you’re interested in benefiting grandchildren or more remote descendants, you won’t know the GST (generation-skipping transfer tax) results of the CLAT until the close of the charitable period (see IRC Sec. 2642(e)).  This is in contrast to the charitable lead unitrust (CLUT), which can be fully protected from GST at the trust’s inception.  This rule exists for the same reason the ETIP rule precludes you from using a GRAT to benefit grandchildren and more remote descendants (see above): namely, it recognizes that an annuity “freezes” the upfront interest, thereby potentially allowing “too much” potential appreciation to pass to grandchildren and more remote descendants.   
GST Example.  In May 2009, Grandma and Grandpa fund a CLAT with $5,000,000 (an amount they know will trigger gift tax).  The CLAT provides that charity will receive a 5% annuity over 20 years; at the end of that period, the remainder will pass to their then surviving grandchildren.  The May 2009 7520 rate is 2.4% (note that under Treas. Reg. § 25.7520-2(a)(2), you can use the 7520 rate from the prior two months if that yields a better result).  At the trust’s creation, the present value of charity’s interest is $3,934,350 and the grandchildren’s interest is worth $1,065,650.  Grandma and Grandpa split the gift (and resulting gift tax), and each allocate $532,825 of GST exemption to the trust.  Despite the allocation, the trust’s inclusion ratio (and exposure to GST) won’t be known until the close of the charitable period.  The trust grows at 6%, and has $6,839,280 at the close of 20 years.  There is a taxable termination, and GST of $2,307,087 is payable; the grandchildren net $4,532,193.

VI. QPRTs and CRATs don’t work as well in a low interest-rate environment.  As mentioned above, two planning techniques that do not work as well in a low-interest rate environment are QPRTs and CRATs, which are very different from each other. 
A. QPRTs (qualified personal residence trusts).  As discussed above, under IRC Sec. 2702(a)(3), QPRTs are all that remain of the former GRITs (grantor retained interest trusts), unless you are creating a GRIT for a “non-family member,” such as a life partner or a niece or nephew (yes, nieces and nephews are not considered “family members” under IRC Sec. 2702).  With a QPRT, you transfer a personal residence into a trust and retain the right to live in it for the shorter of a fixed period of time or your death (a “contingent income interest”).  If you’re alive at the end of the term (that’s the idea), the property then passes to your heirs (typically, your children); if you die during the term, the property reverts to your estate (a “reversionary” interest).  You subtract the present value of your retained income and reversionary interests from the fair market value of your residence to determine the present value of the remainder interest, which is a gift.  (No matter how much the residence appreciates, there is no additional gift when it passes to your remaindermen).  If you want to keep using the residence after the trust term is over, you must pay fair market rent.  
Example.  Mom is 60 years old and has a small vacation home on Martha’s Vineyard that’s worth $1.4 million.  She wants to give it to her daughter.  She sets up a QPRT in May 2009, when the 7520 rate is 2.4%.  The trust will last for 10 years or until Mom dies, whichever happens first.  If she dies during the 10 years, the property reverts to Mom’s estate, where it is taxed; if Mom survives the 10 years, the property passes to her daughter.  When she sets up the QPRT, Mom’s retained interests are worth $478,674; the gift to her daughter is therefore worth $921,326 (65.809% – or about 65 cents on the dollar).  Mom’s lifetime $1 million gift tax exclusion soaks up the gift, and she pays no gift tax.  Mom survives the 10-year term and the property is now worth about $2.1 million, and passes to her daughter.  There is no additional gift, even though the property has gone up in value.  The QPRT therefore “freezes” the current value of the home – another way of saying that the appreciation passes gift-tax free to Mom’s daughter.

If Mom wants to keep using the house, she must pay her daughter fair market rent.  If Mom’s daughter decides to sell the house, her cost basis is whatever Mom’s was.  In other words, because Mom paid $100,000 for the house years ago, and put $200,000 worth of improvements in it, Daughter’s cost basis is $300,000; she’ll have capital gains of $1.8 million ($2.1 million minus $300,000).  
What if rates were higher?  In the example above, if the 7520 rate were instead 7%, the present value of Mom’s retained interests would be $806,288, and the remainder gift to her daughter would only be $593,712 (42.408% – or about 42 cents on the dollar).  But see the impact of the new mortality tables at C. below.
Does it make sense to wait for higher rates?  Although a higher 7520 rate will make Mom’s retained interests more valuable, does it make sense for her to hold off creating the QPRT, and wait for rates to go up?  Two thoughts come to mind: first, the longer Mom waits, the more likely she is to die.  Second, with the difficult economy, property values have come down.  If Mom waits, values may start to go up again, thereby offsetting the benefit of a higher 7520 rate.  The bottom line: it’s difficult to be a market timer, and if a vacation home, for example, is what you most care about passing to a family member, then a QPRT may be worth considering, even though the gift is significantly higher now than it would be if the 7520 rate were higher.
Possible downsides.  If Mom dies during the QPRT’s term, the full fair market value of the residence will be includible in her estate, since the 

QPRT is considered a transfer with a retained life estate under IRC Sec. 2036 (see Example 2 of Treas. Reg. § 20.2036-1(c)(1)(ii)).  Accordingly, the gift tax exclusion that Mom used to offset the gift of the remainder interest at the trust’s inception is effectively “restored” to her estate.  Mom is therefore only out the set-up costs for the QPRT, but is basically no worse off than she would be if she had done nothing at all.
B.  CRATs (charitable remainder annuity trusts).   CRATs are set forth at IRC Sec. 664(d)(1).  Because of their limitations (touched on below), they are created far less often than charitable remainder unitrusts, particularly in this low interest-rate environment.  With any CRT – be it an annuity or unitrust – you typically fund the trust with appreciated low-basis property that you’d like to diversify tax-efficiently (a scenario that currently seems less pressing, given the steep market decline over the past year or so).  Because the trust is tax-exempt, it can sell the property tax-free and invest 100% of the proceeds.  You retain an income stream (usually for your life): in the case of an annuity trust, the annual payment must equal at least 5% and no more than 50% of the trust’s initial value; with a unitrust, which again is really not interest-rate sensitive, the annual unitrust payout must equal at least 5% and no more than 50% of the trust’s annual value.  When the trust terminates, whatever is left goes to charity.  At the trust’s creation, the present value of charity’s remainder interest must equal at least 10% of the trust’s initial value.  In addition, Rev. Rul. 77-374 requires that with charitable remainder annuity trusts, there can’t be greater than a 5% probability that the trust principal will be exhausted before the trust’s termination – an issue that low interest rates exacerbate.  The present value of the charitable remainder interest is deductible as a charitable contribution, subject to the usual limitations and rules for charitable contributions.  Although you are taxable on your annuity payout, it likely will be subject to favorable capital gains tax rates if the trust is invested for growth (the income is “tiered” under IRC Sec. 664(b), with the most expensive type of income deemed to come out first – call it a “WIFO” system: worst in, first out). 


Impact of interest rates.  Unlike CLATs, where the lower 7520 rate helps you, it hurts you with CRATs: the lower the rate, the higher the present value of the up-front interest, and the lower the present value of the charitable remainder interest.  In fact, the current low interest rates may preclude many potential grantors from creating CRATs with lifetime payouts.  For example, assuming a 2.6% 7520 rate, even a 69 year-old can’t create a 5% CRAT with quarterly payouts for the rest of his life: although the charitable remainder interest is 42.185% and therefore satisfies the 10% charitable remainder requirement, the trust still flunks the 5% probability test.  With a 70 year-old, the trust just passes the 5% probability test (the charitable remainder interest is 44.274%); if the 7520 rate were 7%, the 5% probability test would not be a problem, and the charitable remainder interest would be 58.526% using the new 2000 census mortality tables (see below), and 59.298% using the old 1990 census mortality tables.  Note that the CRAT could also be established for a fixed number of years (no more than 20), which would still work in this low interest-rate environment. 
Possible downsides.  Assuming you’re able to create a CRAT in this low interest-rate environment, you have the same issue as with any fixed interest: you’ll never be able to get “more” from the trust.  In addition, an annuity is not considered a hedge against inflation; plus, if the investment performance is disappointing, the trust principal may be exhausted long before your death, even though, from an actuarial perspective, the trust worked when you created it. 
C.  New mortality tables.  On May 4, 2009, the IRS issued new mortality tables that are based on the 2000 census.  These tables are effective as of May 1, 2009; for transfers occurring in May and June of 2009, transition rules generally let you use whichever mortality table gives you a more favorable result.  The new tables reflect that people are living longer.  For QPRTs, with their income and reversionary interests, this is a mixed blessing: although the new tables increase the value of the income interest, they decrease the value of the reversionary interest more, and therefore result in a larger gift of the remainder interest (this makes sense: if you are less likely to die, your estate is less likely to benefit from the reversionary interest).  To illustrate, the following chart shows the increased gift in a QPRT, where the 7520 rate is 2.4%, the grantor is 60, and the term is 10 years: 


[image: image2.emf]Inc Int Rev Int Total Rem Gift

2000CM 0.19797 0.12845 0.32642 0.67358

90CM 0.19606 0.14585 0.34191 0.65809

Diff 0.00191 -0.0174 -0.01549 0.01549


Even with a higher 7520 rate, say 10%, the 2000 census mortality factors still result in a larger remainder gift: 


[image: image3.emf]Inc Int Rev Int Total Rem Gift

2000CM 0.58127 0.08953 0.6708 0.3292

90CM 0.57642 0.10195 0.67837 0.32163

Diff 0.00485 -0.01242 -0.00757 0.00757


Just as the low interest-rate environment makes it more difficult for CRATs to satisfy the 5% probability test and the 10% remainder requirement, the new mortality tables may also exacerbate this issue. 
VII.
Intra-family loans.  This low-interest rate environment also makes intra-family loans a good deal for both the lender and the borrower: the lender won’t have huge amounts of taxable interest income to report, and the borrower will doubtless pay a lower interest rate than he would with a commercial loan.  Intra-family loans are often used to help a child or grandchild buy a house; they should carry interest, and be memorialized in writing to underscore the lender’s seriousness about being repaid.  

A.  Why must you charge interest?  Because the Supreme Court said so, in a 1984 case called Dickman v. Commissioner (465 U.S. 330).  Dickman stood for the proposition that interest you could have charged on a loan (but didn’t) was really a gift.  Although the Court declined to say how to calculate that interest, Congress wasted no time in drafting IRC Sec. 7872 to deal with “below-market loans” (these can also crop up between employers and employees, trusts and trust beneficiaries, partnerships and partners, etc.).  The gist of these laws is that if you follow the rules and charge enough interest, you won’t have a problem; if you don’t follow the rules, you will: in the family “gift loan” context, for example, you’ll be treated as making “deemed gifts” of the foregone interest and receiving “deemed interest income.”

So how much is enough, and where do you find the “safe harbor” loan rates?  In general, you look to the “applicable federal rates” (AFRs), which the IRS publishes every month (à la the 7520 rate).
B. Term loans.  With term loans up to three years, you use the short-term AFR; for loans over three years but not over nine years, you use the mid-term AFR; for loans over nine years, you use the long-term AFR.  Within those parameters, you choose the annual, semi-annual, quarterly or monthly rate that corresponds to the payment schedule.  For instance, if you give your son a ten-year loan with quarterly payments, you’d charge the quarterly long-term AFR in effect at the loan’s inception (the May 2009 rate for this is 3.53%).  

C.  Demand loans.  Demand loans – i.e., those on which you can demand payment at any time – are thornier.  The proposed regulations dealing with below-market loans say that demand loans have sufficient interest if, for each six-month period the loan is outstanding (January 1 through June 30, and July 1 through December 31), the rate is the lower of the “federal statutory short-term rate” for that period or the “alternate Federal short-term rate” in effect when the loan is made.  Prop. Reg. § 1.7872-3(b)(3)(i) and (ii).  
The difficulty with this rule is that the proposed regs were published when there were two applicable federal rates (AFRs): the statutory AFR, which was published semi-annually, and the “alternative” AFR, which was published monthly (it became the statutory AFR when IRC Sec. 1274(d) was amended in 1985).  The “federal statutory short-term rate” is no longer published, and final regulations that might clarify and update these references have not been issued.  What to do?  It would appear that the intent of the proposed regs is that you revisit the interest rate on a demand note every six months, so that you can’t coast if interest rates start to climb, and won’t be stuck if rates decline.  As a practical matter, however, with interest rates currently so low, it makes sense to avoid the issue altogether, and lock in a low interest rate by structuring the loan as a term note.
D.  Loan forgiveness.  What if you give your son a loan that carries sufficient interest, but your son’s payments to you are spotty or non-existent?  Can you forgive some of the debt using your $13,000 annual exclusion gift ($26,000 if your spouse agrees)?  The answer is yes.  The risk, however, is that if it appears you are not serious about being repaid, the loan may be construed as a gift, notwithstanding your loan documentation.  (The issue might come up if your estate is audited.)  In addition, note that if you forgive the debt under your will, this is treated like a taxable bequest; if you don’t forgive the debt, your executor will be expected to enforce it.
E.  Refinancing an existing loan.  Suppose your existing loan to your son carries a higher interest rate, and you’d like him to benefit from the lower rates.  If you let him refinance, are there any gift tax implications?  After all, you’re giving up a higher return in exchange for a lower one.  Although there does not appear to be any authority on the subject, prudence suggests that you alter one of the loan’s terms, so that you’re getting something in return, such as, perhaps, a shorter payout, or more frequent payments.
F. Accruing the interest.  Is it possible to simply accrue the interest and add it to the outstanding principal balance?  While there appears to be nothing that precludes you from doing that, the risk with such an arrangement is again how it might look to an auditor: did you genuinely intend to be repaid, or is the loan a disguised gift?
G. Other thoughts.  Intra-family transactions always get close scrutiny from the IRS.  Thus, for the loan to be respected and not treated as a tacit gift, you need to respect it.  In other words, there should be a note.  Its interest rate should satisfy the rules under IRC Sec. 7872 to avoid being characterized as a “below-market loan.”  There should at least be interest payments (some notes are structured as a “balloon” and only require current payments of interest, not principal).  If you’re the lender, you should report those interest payments on your income tax return; if you’re the borrower and the funds have been used to purchase, say, a principal residence, you may be able to deduct the interest payments on your income tax return.  In short, the loan and its formalities need to be taken seriously – just like anything else in the planning arena.   
VIII.
Why does the 7520 rate work that way?  Why does a lower 7520 rate mean that with a zeroed-out GRAT, for example, your annuity can be lower and still produce a remainder interest that’s worth zero?  For this reason: think of the GRAT as a loan, where the GRAT’s the borrower and you’re the lender.  That is, if the GRAT borrowed $1 million at 2.4% interest and repaid the loan in two year-end payments, each one would be $518,081 (representing principal plus the 2.4% interest).  If the GRAT borrowed the same $1 million at 7% interest, its two annual year-end payments would be $553,097.  The GRAT, in essence, is paying you back for “borrowing” 100% of what you put into it.  It therefore pays you principal, plus interest calculated at the 7520 rate.  As any borrower knows, you pay less when interest rates are low, and more when interest rates are high.


What about the QPRT, where you’ve retained income and reversionary interests?  Why does the lower 7520 rate make the income interest worth less?  Think of it as a hypothetical interest-bearing account.  If the account only pays 2.4%, it’s not nearly as valuable as one that pays 10%.  As to the reversionary interest, it’s more valuable with a lower 7520 rate because, in theory, there should be more left over for you.  That is, if the income interest doesn’t pay you very much (say 2.4%), then less of the property is used, and more may be left for you.  If the income interest pays you more (say 10%), then more of the property is used, and less may be left for you.  

Although these explanations are far from perfect, they illustrate the following point: try to analogize what you’re getting.  In the case of the GRAT, it’s really like a loan, where your “borrower” pays less when interest rates are low, and more when they’re higher.  In the case of a QPRT, it’s really like an interest-bearing account, where the return on your account is greater when interest rates are up, and less when they’re lower.  Again, a low 7520 rate is good news for GRATs and CLATs, and bad news for CRATs and QPRTs.
IX. The new 2000 census mortality tables.  As noted above, under the new 2000 census mortality tables, a reversionary interest decreases more than the income interest correspondingly increases.  The reason, perhaps, is because principal is generally worth more than income.  Yet unless the mortality risk is high because of the length of a trust’s contingent term or the grantor’s advanced age, an income interest is nearly always more valuable than a reversionary interest.  Presumably that is because even with a contingent term – as in Mom sets up a QPRT that will last, say, for 10 years or her earlier death – the grantor currently enjoys the income interest (i.e., her right to use the residence), whereas she will only enjoy the reversionary interest IF she dies before the fixed term of years is up.
X. Charitable gift annuities and low interest rates.  Charitable gift annuities are an alternative to charitable remainder annuity trusts, particularly when you are looking to give away an amount that does not warrant the creation of a trust.  You typically fund a charitable gift annuity by giving cash or appreciated property to a favorite charity in exchange for a lifetime annuity.  The present value of the charitable remainder interest is eligible for an income-tax deduction.  The annuity can be immediate or deferred, and can be for one or two lives.  The rate a charity pays typically follows the annuity rates suggested by the American Council on Gift Annuities, which is currently examining the methodology it uses to determine its schedule of suggested rates.  The current low interest-rate environment makes it likely that the Council’s suggested rates will go lower: unless the charity’s remainder interest equals at least 10%, the “sale” of the annuity will be treated as “acquisition indebtedness,” a subset of UBTI (unrelated business taxable income); this will trigger excise tax for the charity.  (See IRC Sec. 514(c)(5)(A).)  
APPENDIX

GRATs and SDGTS – compared and contrasted

	GRATs
	SDGTs

	Pros:

· Little or no up-front gift

· Can pass significant appreciation to your heirs (typically, your children)
· Recognized by statute

· If the property underperforms, you’re simply out your set-up costs
· Minimal upkeep
Cons:

· Can’t be used to benefit heirs such as grandchildren and great-grandchildren
· If you die during the trust term, most or all of the trust will be includible in your estate
	Pros:

· Generally uses a lower interest rate than GRATs: performance benchmark is therefore lower and more appreciation may pass gift-tax free to your heirs
· If you die before the note is paid off, only the balance of the note is includible in your estate, and not any appreciation
· You can benefit multiple generations, not just children
· You can “backload” the repayment of principal by using a balloon note, thereby compounding potential appreciation 
Cons:

· Requires a significant “up-front” gift to the trust – generally 10% of the value of the property you’re selling to the trust
· If the property underperforms, you may waste the up-front gift

· If you die before the note is paid off, uncertainty about whether capital gains tax is triggered


The opinions and analyses expressed herein are those of the author and do not necessarily reflect those of Deutsche Bank AG or any affiliate thereof (collectively, the "Bank").  Any suggestions contained herein are general, and do not take into account an individual’s specific circumstances or applicable governing law, which may vary from jurisdiction to jurisdiction and be subject to change. No warranty or representation, express or implied, is made by the Bank, nor does the Bank accept any liability with respect to the information and data set forth herein. The information contained herein is not intended to be, and does not constitute, legal, tax, accounting or other professional advice; it is also not intended to offer penalty protection or to promote, market or recommend any transaction or matter addressed herein.  Recipients should consult their applicable professional advisors prior to acting on the information set forth herein.  This material may not be reproduced without the express permission of the author.
� The GST calculation is as follows: the trust’s applicable fraction is .25038, or $1,712,434 (the future value of the GST exemption allocated to the trust, using the 2.4% 7520 rate) over $6,839,280 (what’s left in the trust after 20 years, assuming a 6% growth rate).  The trust’s inclusion ratio is .74962 (1 minus .25038).  Thus, assuming that 1) the GST and federal estate tax still exist at the close of the charitable period, and 2) that the maximum federal estate tax rate is 45%, the trust’s applicable rate would be 33.733% (.45 times .74962).  The GST therefore would be $2,307,087, and the grandchildren would net $4,532,193.
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		10 Yr QPRT, 60-yr old, 2.4% 7520 rate

				Inc Int		Rev Int		Total		Rem Gift

		2000CM		0.19797		0.12845		0.32642		0.67358

		90CM		0.19606		0.14585		0.34191		0.65809

		Diff		0.00191		-0.0174		-0.01549		0.01549

		10 Yr QPRT, 60-yr old, 10% 7520 rate

				Inc Int		Rev Int		Total		Rem Gift

		2000CM		0.58127		0.08953		0.6708		0.3292

		90CM		0.57642		0.10195		0.67837		0.32163

		Diff		0.00485		-0.01242		-0.00757		0.00757





Sheet2

		





Sheet3

		






_1305105148.xls
Chart1

		32629

		32660

		32690

		32721

		32752

		32782

		32813

		32843

		32874

		32905

		32933

		32964

		32994

		33025

		33055

		33086

		33117

		33147

		33178

		33208

		33239

		33270

		33298

		33329

		33359

		33390

		33420

		33451

		33482

		33512

		33543

		33573

		33604

		33635

		33664

		33695

		33725

		33756

		33786

		33817

		33848

		33878

		33909

		33939

		33970

		34001

		34029

		34060

		34090

		34121

		34151

		34182

		34213

		34243

		34274

		34304

		34335

		34366

		34394

		34425

		34455

		34486

		34516

		34547

		34578

		34608

		34639

		34669

		34700

		34731

		34759

		34790

		34820

		34851

		34881

		34912

		34943

		34973

		35004

		35034

		35065

		35096

		35125

		35156

		35186

		35217

		35247

		35278

		35309

		35339

		35370

		35400

		35431

		35462

		35490

		35521

		35551

		35582

		35612

		35643

		35674

		35704

		35735

		35765

		35796

		35827

		35855

		35886

		35916

		35947

		35977

		36008

		36039

		36069

		36100

		36130

		36161

		36192

		36220

		36251

		36281

		36312

		36342

		36373

		36404

		36434

		36465

		36495

		36526

		36557

		36586

		36617

		36647

		36678

		36708

		36739

		36770

		36800

		36831

		36861

		36892

		36923

		36951

		36982

		37012

		37043

		37073

		37104

		37135

		37165

		37196

		37226

		37257

		37288

		37316

		37347

		37377

		37408

		37438

		37469

		37500

		37530

		37561

		37591

		37622

		37653

		37681

		37712

		37742

		37773

		37803

		37834

		37865

		37895

		37926

		37956

		37987

		38018

		38047

		38078

		38108

		38139

		38169

		38200

		38231

		38261

		38292

		38322

		38353

		38384

		38412

		38443

		38473

		38504

		38534

		38565

		38596

		38626

		38657

		38687

		38718

		38749

		38777

		38808

		38838

		38869

		38899

		38930

		38961

		38991

		39022

		39052

		39083

		39114

		39142

		39173

		39203

		39234

		39264

		39295

		39326

		39356

		39387

		39417

		39448

		39479

		39508

		39539

		39569

		39600

		39630

		39661

		39692

		39722

		39753

		39783

		39814

		39845

		39873

		39904

		39934

		39965



Historic 7520 Rates

0.116

0.112

0.106

0.1

0.096

0.102

0.1

0.098

0.096

0.098

0.102

0.106

0.106

0.11

0.106

0.104

0.102

0.106

0.106

0.102

0.098

0.096

0.094

0.096

0.096

0.096

0.096

0.098

0.096

0.09

0.086

0.086

0.082

0.076

0.08

0.084

0.086

0.084

0.082

0.078

0.082

0.07

0.068

0.074

0.076

0.076

0.07

0.066

0.066

0.064

0.066

0.064

0.064

0.06

0.06

0.062

0.064

0.064

0.064

0.07

0.078

0.084

0.082

0.084

0.084

0.086

0.09

0.094

0.096

0.096

0.094

0.088

0.086

0.082

0.076

0.072

0.076

0.076

0.074

0.072

0.068

0.068

0.066

0.07

0.076

0.08

0.082

0.082

0.08

0.08

0.08

0.076

0.074

0.076

0.078

0.078

0.082

0.082

0.08

0.076

0.076

0.076

0.074

0.072

0.072

0.068

0.068

0.068

0.068

0.07

0.068

0.068

0.066

0.062

0.054

0.054

0.056

0.056

0.058

0.064

0.062

0.064

0.07

0.072

0.072

0.072

0.074

0.074

0.074

0.08

0.082

0.08

0.078

0.08

0.08

0.076

0.076

0.074

0.072

0.07

0.068

0.062

0.062

0.06

0.058

0.06

0.062

0.06

0.058

0.056

0.05

0.048

0.054

0.056

0.054

0.056

0.06

0.058

0.056

0.052

0.046

0.042

0.036

0.04

0.042

0.04

0.038

0.036

0.038

0.036

0.03

0.032

0.042

0.044

0.042

0.042

0.042

0.042

0.04

0.038

0.038

0.046

0.05

0.048

0.046

0.044

0.042

0.042

0.046

0.046

0.046

0.05

0.052

0.048

0.046

0.048

0.05

0.05

0.05

0.054

0.054

0.052

0.054

0.056

0.058

0.06

0.06

0.062

0.06

0.058

0.056

0.058

0.056

0.056

0.058

0.056

0.056

0.056

0.06

0.062

0.058

0.052

0.052

0.05

0.044

0.042

0.036

0.034

0.032

0.038

0.042

0.042

0.042

0.038

0.036

0.034

0.024

0.02

0.024

0.026

0.024

0.028



7520 rates

		Historic 7520 Rates

		May-89		11.60%

		Jun-89		11.20%

		Jul-89		10.60%

		Aug-89		10.00%

		Sep-89		9.60%

		Oct-89		10.20%

		Nov-89		10.00%

		Dec-89		9.80%

		Jan-90		9.60%

		Feb-90		9.80%

		Mar-90		10.20%

		Apr-90		10.60%

		May-90		10.60%

		Jun-90		11.00%

		Jul-90		10.60%

		Aug-90		10.40%

		Sep-90		10.20%

		Oct-90		10.60%

		Nov-90		10.60%

		Dec-90		10.20%

		Jan-91		9.80%

		Feb-91		9.60%

		Mar-91		9.40%

		Apr-91		9.60%

		May-91		9.60%

		Jun-91		9.60%

		Jul-91		9.60%

		Aug-91		9.80%

		Sep-91		9.60%

		Oct-91		9.00%

		Nov-91		8.60%

		Dec-91		8.60%

		Jan-92		8.20%

		Feb-92		7.60%

		Mar-92		8.00%

		Apr-92		8.40%

		May-92		8.60%

		Jun-92		8.40%

		Jul-92		8.20%

		Aug-92		7.80%

		Sep-92		8.20%

		Oct-92		7.00%

		Nov-92		6.80%

		Dec-92		7.40%

		Jan-93		7.60%

		Feb-93		7.60%

		Mar-93		7.00%

		Apr-93		6.60%

		May-93		6.60%

		Jun-93		6.40%

		Jul-93		6.60%

		Aug-93		6.40%

		Sep-93		6.40%

		Oct-93		6.00%

		Nov-93		6.00%

		Dec-93		6.20%

		Jan-94		6.40%

		Feb-94		6.40%

		Mar-94		6.40%

		Apr-94		7.00%

		May-94		7.80%

		Jun-94		8.40%

		Jul-94		8.20%

		Aug-94		8.40%

		Sep-94		8.40%

		Oct-94		8.60%

		Nov-94		9.00%

		Dec-94		9.40%

		Jan-95		9.60%

		Feb-95		9.60%

		Mar-95		9.40%

		Apr-95		8.80%

		May-95		8.60%

		Jun-95		8.20%

		Jul-95		7.60%

		Aug-95		7.20%

		Sep-95		7.60%

		Oct-95		7.60%

		Nov-95		7.40%

		Dec-95		7.20%

		Jan-96		6.80%

		Feb-96		6.80%

		Mar-96		6.60%

		Apr-96		7.00%

		May-96		7.60%

		Jun-96		8.00%

		Jul-96		8.20%

		Aug-96		8.20%

		Sep-96		8.00%

		Oct-96		8.00%

		Nov-96		8.00%

		Dec-96		7.60%

		Jan-97		7.40%

		Feb-97		7.60%

		Mar-97		7.80%

		Apr-97		7.80%

		May-97		8.20%

		Jun-97		8.20%

		Jul-97		8.00%

		Aug-97		7.60%

		Sep-97		7.60%

		Oct-97		7.60%

		Nov-97		7.40%

		Dec-97		7.20%

		Jan-98		7.20%

		Feb-98		6.80%

		Mar-98		6.80%

		Apr-98		6.80%

		May-98		6.80%

		Jun-98		7.00%

		Jul-98		6.80%

		Aug-98		6.80%

		Sep-98		6.60%

		Oct-98		6.20%

		Nov-98		5.40%

		Dec-98		5.40%

		Jan-99		5.60%

		Feb-99		5.60%

		Mar-99		5.80%

		Apr-99		6.40%

		May-99		6.20%

		Jun-99		6.40%

		Jul-99		7.00%

		Aug-99		7.20%

		Sep-99		7.20%

		Oct-99		7.20%

		Nov-99		7.40%

		Dec-99		7.40%

		Jan-00		7.40%

		Feb-00		8.00%

		Mar-00		8.20%

		Apr-00		8.00%

		May-00		7.80%

		Jun-00		8.00%

		Jul-00		8.00%

		Aug-00		7.60%

		Sep-00		7.60%

		Oct-00		7.40%

		Nov-00		7.20%

		Dec-00		7.00%

		Jan-01		6.80%

		Feb-01		6.20%

		Mar-01		6.20%

		Apr-01		6.00%

		May-01		5.80%

		Jun-01		6.00%

		Jul-01		6.20%

		Aug-01		6.00%

		Sep-01		5.80%

		Oct-01		5.60%

		Nov-01		5.00%

		Dec-01		4.80%

		Jan-02		5.40%

		Feb-02		5.60%

		Mar-02		5.40%

		Apr-02		5.60%

		May-02		6.00%

		Jun-02		5.80%

		Jul-02		5.60%

		Aug-02		5.20%

		Sep-02		4.60%

		Oct-02		4.20%

		Nov-02		3.60%

		Dec-02		4.00%

		Jan-03		4.20%

		Feb-03		4.00%

		Mar-03		3.80%

		Apr-03		3.60%

		May-03		3.80%

		Jun-03		3.60%

		Jul-03		3.00%

		Aug-03		3.20%

		Sep-03		4.20%

		Oct-03		4.40%

		Nov-03		4.20%

		Dec-03		4.20%

		Jan-04		4.20%

		Feb-04		4.20%

		Mar-04		4.00%

		Apr-04		3.80%

		May-04		3.80%

		Jun-04		4.60%

		Jul-04		5.00%

		Aug-04		4.80%

		Sep-04		4.60%

		Oct-04		4.40%

		Nov-04		4.20%

		Dec-04		4.20%

		Jan-05		4.60%

		Feb-05		4.60%

		Mar-05		4.60%

		Apr-05		5.00%

		May-05		5.20%

		Jun-05		4.80%

		Jul-05		4.60%

		Aug-05		4.80%

		Sep-05		5.00%

		Oct-05		5.00%

		Nov-05		5.00%

		Dec-05		5.40%

		Jan-06		5.40%

		Feb-06		5.20%

		Mar-06		5.40%

		Apr-06		5.60%

		May-06		5.80%

		Jun-06		6.00%

		Jul-06		6.00%

		Aug-06		6.20%

		Sep-06		6.00%

		Oct-06		5.80%

		Nov-06		5.60%

		Dec-06		5.80%

		Jan-07		5.60%

		Feb-07		5.60%

		Mar-07		5.80%

		Apr-07		5.60%

		May-07		5.60%

		Jun-07		5.60%

		Jul-07		6.00%

		Aug-07		6.20%

		Sep-07		5.80%

		Oct-07		5.20%

		Nov-07		5.20%

		Dec-07		5.00%

		Jan-08		4.40%

		Feb-08		4.20%

		Mar-08		3.60%

		Apr-08		3.40%

		May-08		3.20%

		Jun-08		3.80%

		Jul-08		4.20%

		Aug-08		4.20%

		Sep-08		4.20%

		Oct-08		3.80%

		Nov-08		3.60%

		Dec-08		3.40%

		Jan-09		2.40%

		Feb-09		2.00%

		Mar-09		2.40%

		Apr-09		2.60%

		May-09		2.40%

		Jun-09		2.80%





7520 rates

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0



Historic 7520 Rates

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0




_1304343174.xls
Sheet1

				Inc Int		Rev Int		Total		Rem Gift

		2000CM		0.19797		0.12845		0.32642		0.67358

		90CM		0.19606		0.14585		0.34191		0.65809

		Diff		0.00191		-0.0174		-0.01549		0.01549
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