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Charitable lead trusts are less common 
than charitable remainder trusts, but 
usually involve larger dollar amounts

$840,640 Average size

$2,930,990 
Average size

Source: Split interest trusts, filing year 2007, Lisa Schreiber, IRS Statistics of Income



Charitable trust types by number

94%

5%

1%

Charitable 
Remainder Trusts

Charitable Leads 
Trusts

Pooled Income 
Funds

Source: Split interest trusts, filing year 2007, Lisa Schreiber, IRS Statistics of Income



Charitable trust types by asset value
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Pooled Income 
Funds

Source: Split interest trusts, filing year 2007, Lisa Schreiber, IRS Statistics of Income
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This may reflect 
greater CLT use of 
private foundations 
as charitable 
beneficiaries

Source: Split interest trusts, filing year 2007, Lisa Schreiber, IRS Statistics of Income
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CLT
Payments may be for 
life or any time 
period and can be for 
any fixed dollar 
(CLAT) or ongoing % 
(CLUT) amount
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CRT
Payments may be for 
life or up to 20 years, 
and must be 5% to 
50% of initial (CRAT) 
or ongoing (CRUT) 
trust assets
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CLT
The trust (non-grantor 
CLT) or donor (grantor 
CLT) must pay taxes 
on trust earnings 
because the trust is 
not tax exempt
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CRT
There are no 
immediate taxes on 
trust earnings 
because the trust is 
tax exempt



Why do charities 
like Charitable 
Lead Trusts?



A CLT locks in a 
stream of 
charitable gifting 
without requiring 
continuing 
requests



Why would a donor use 
a Charitable Lead Trust?

Discuss.



The CLT is usually used 
for income tax or 
estate tax advantages



Grantor CLTs

• Future income is taxed 
to donor

• Donor gets a deduction

• Remainder included in 
donor’s estate (typically 
returns to donor)

Non-Grantor CLTs

• Future income is taxed 
to trust

• Trust  deducts 
payments to charity

• Remainder not included 
in donor’s estate 



I give regularly, but 
I need a giant 
deduction to 
offset a 
big spike in income 
this year 
(e.g., from a sale, Roth 
conversion, bonus, etc.)



Through a grantor 
CLT, the donor 
commits to future 
gifts and receives 
an immediate tax 
deduction for the 
present value of 
these gifts
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Projected 
Value of 
Future 

Charitable 
Gifts

The donor can 
immediately deduct the 
present value of all future 
projected payments to 
charity in a grantor CLT

Early death 
results in 
deduction 
recapture
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Initial 
Transfer Anything 

Left Over

$10,000 Payments 
for 20 years

I give property to fund $10,000/year gifts for 20 years 
through a 20-year grantor CLAT that returns 
remainder to me.  I deduct present value of 
$10,000/year for 20 years based on §7520 rate.

At 2%, deduction is $163,515

At 8%, deduction is $98,181



I want to donate 
income from my 
assets, but I am 
already way over 
the income 
percentage limit 
for deductions



Donor moves assets to a non-grantor CLT.  The trust 
pays income taxes, and gets a deduction for charitable 
distributions.  (Donor’s income limits are irrelevant.)

Charity

Payments for 
Life/Years

Taxes Reduced by 
Charitable Deductions



Using non-grantor CLTs to 
cut gift and estate taxes
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Projected 
Value of 

Remainder

Gift taxes are 
not paid on the 
ACTUAL
remainder that 
eventually goes 
to the heirs

Gift taxes are paid 
on the present 
value of the 
PROJECTED
remainder going 
to the heirs
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Projected 
Value of 

Remainder

If the ACTUAL amount 

is higher than the 

PROJECTED amount, 

this part goes to heirs 
tax free
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Projected 
Value of 

Remainder

If actual growth is 
greater than the §7520 
rate, the ACTUAL
remainder will be 
greater than projected

The 
PROJECTED
remainder assumes 
investment growth 
at the §7520 rate



Choose fast growing assets to put in 
the CLT
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Projected 
Value of 

Remainder

If actual 
growth is 8%, 

the ACTUAL
remainder will 
be $6,670,903

The PROJECTED remainder 
of $10MM at 2% §7520 with 

$1MM/year charitable 
payments for  11 years is 

$265,038 (and the present 
value receiving that amount in 

11 years is $213,160)
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Projected 
Value of 

Remainder

The ACTUAL
remainder of 
$6,670,903 is 

not taxed

The $213,160 present 
value of the 

PROJECTED
remainder is taxed



The same idea can be used in a non-
charitable plan (Grantor Retained Annuity 

Trust), but the creator must outlive the 
term of the GRAT for it to work
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Gift taxes are 
not paid on the 
ACTUAL
remainder that 
eventually goes 
to the heirs

Gift taxes are paid 
on the present 
value of the 
PROJECTED
remainder going 
to the heirs
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Payments for 
Years

Donor’s 
heirs

Projected 
Value of 

Remainder

If actual length of life is 
less, the ACTUAL
remainder will be 
greater than projected

If payments are for life, 
the PROJECTED
remainder is based on 
normal life expectancy



The measuring life/lives 
must be donor, any 
ancestor of the 
remainder beneficiaries,  
or spouses of either.

Measuring life 
cannot be used 
“if there is at 
least a 50 percent 
probability that the 
individual will die within 
1 year” unless person 
actually lives at least 18 
months.



Your son called to tell you that you are the 
measuring life for his CLT, so make sure to 

live slightly over 18 more months



What kind of property can a CLT hold?



A GRANTOR CLT may be a subchapter S 
corporation shareholder

The donor is treated as if he still owned 
all GRANTOR CLT property



A NON-GRANTOR CLT should not be a 
subchapter S corporation shareholder

The trust is treated as the owner
(allowed only when ESBT election eliminates charitable deductions)



Unrelated business 
income, where CLT 

is running a 
business (e.g., 

owning as a sole 
proprietor or 

partner) instead of 
being a passive 

investor is allowed 
in a GRANTOR CLT 



Unrelated business 
income in a 

NON-GRANTOR CLT 
cannot be 

deducted above 
the income-giving 
limits (50% or 30% 
of trust income) if 
given to charity.

But, other assets 
could be used to 

make charity 
payments.



Income or gains from 
debt-financed property is 
unrelated business 
income in a CLT.  Unlike a 
CRT, there is no special 
tax on unrelated business 
income in a CLT.



What is a CLT 
“Super Trust”?



Grantor CLTs

• Future income is taxed 
to donor

• Donor gets a deduction

• Remainder included in 
donor’s estate (often 
returns to donor)

Non-Grantor CLTs

• Future income is taxed 
to trust

• Trust  deducts 
payments to charity

• Remainder not included 
in donor’s estate 



CLT “Defective Grantor Trust” (aka “Super Trust”)
Grantor CLTs

• Donor gets a deduction

• Future income is taxed 
to donor

• Remainder included in 
donor’s estate (often 
returns to donor)

Non-Grantor CLTs

• Future income is taxed 
to trust

• Trust  deducts 
payments to charity

• Remainder not included 
in donor’s estate 



CLT “Defective Grantor Trust” (aka “Super Trust”)
Grantor CLTs

• Donor gets a deduction

• Future income is taxed 
to donor

• Remainder included in 
donor’s estate (often 
returns to donor)

Non-Grantor CLTs

• Future income is taxed 
to trust

• Trust  deducts 
payments to charity

• Remainder not included 
in donor’s estate 

A Grantor CLT for 
Income Tax purposes.

A Non-Grantor CLT for 
Estate Tax purposes.



The “Defective Grantor 
Trust” or “Super Trust” 
attempts to mix 
characteristics of the 
two kinds of CLTs. It 
may work, but we lack 
conclusive authority.  
For a risk averse client, 
get a private letter 
ruling or leave the 
“Super Trust” in the 
phone booth.
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Help me

HERE

convince my bosses that continuing to build and 
post these slide sets is not a waste of time.  If 
you work for a nonprofit or advise donors and 
you reviewed these slides, please let me know 
by clicking

https://ttuhumansciences.qualtrics.com/SE/?SID=SV_dj2ZHFWMKKsBWv2
https://ttuhumansciences.qualtrics.com/SE/?SID=SV_dj2ZHFWMKKsBWv2


If you clicked on 
the link to let 
me know you 
reviewed these 
slides…

Thank 
You!



For the audio lecture 
accompanying this 
slide set, go to

EncourageGenerosity.com

http://www.encouragegenerosity.com/


Think you understand it?

Prove it!

Click here to go to 

EncourageGenerosity.com and 
take the free quiz on this slide 
set.  (Instantly graded with in 
depth explanations and a 
certificate of completion score 
report.)

http://www.encouragegenerosity.com/


This slide set is from the introductory 
curriculum for the Graduate Certificate 
in Charitable Financial Planning at Texas 
Tech University, home to the nation’s 
largest graduate program in personal 
financial planning.

To find out more about the online 
Graduate Certificate in Charitable 
Financial Planning go to 
www.EncourageGenerosity.com

To find out more about the M.S. or 
Ph.D. in personal financial planning at 
Texas Tech University, go to 
www.depts.ttu.edu/pfp/

Graduate Studies in 

Charitable Financial Planning
at Texas Tech University

http://www.encouragegenerosity.com/
http://www.depts.ttu.edu/pfp/


About the Author 
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Studies in Charitable Planning in the Division 
of Personal Financial Planning at Texas Tech 
University.  He graduated, cum laude, from 
the University of Missouri School of Law 
where he was a member of the Missouri Law 
Review. While in law school he received the 
United Missouri Bank Award for Most 
Outstanding Work in Gift and Estate Taxation 
and Planning and the American Jurisprudence 
Award for Most Outstanding Work in Federal 
Income Taxation. After graduation, he worked 
as the Director of Planned Giving for Central 
Christian College, Moberly, Missouri for six 
years and also built a successful law practice 
limited to estate and gift planning. He later 
served as president of the college for more 
than five years, where he had direct and 
supervisory responsibility for all fundraising. Dr. James received his Ph.D. in Consumer 
& Family Economics from the University of Missouri where his dissertation was on the 
topic of charitable giving.  Dr. James has over 100 publications in print or in press in 
academic journals, conference proceedings, professional periodicals, and books.  He 
writes regularly for Advancing Philanthropy, the magazine of the Association of 
Fundraising Professionals.  He has presented his research in the U.S. and across the 
world including as an invited speaker in Ireland, Scotland, England, The Netherlands, 
Spain, Germany, and South Korea.  (click here for complete CV)

Me (about 5 years ago)

At Giving Korea 2010.  I 
didn’t notice until later 
the projector was 
shining on my head 
(inter-cultural height 
problems).

Lecturing in Germany.  75 extra students 
showed up.  I thought it was for me until I 
found out there was free beer afterwards.

http://www.encouragegenerosity.com/CV.pdf
http://www.encouragegenerosity.com/CV.pdf

