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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
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Charitable 
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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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Source: Split interest trusts, filing year 2007, Lisa Schreiber, IRS Statistics of Income
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Share of Charitable Beneficiary Types: CRTs and CLTs

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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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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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

ÅFuture income is taxed 
to donor

ÅDonor gets a deduction

ÅRemainder included in 
ŘƻƴƻǊΩǎ ŜǎǘŀǘŜ όǘȅǇƛŎŀƭƭȅ 
returns to donor)

Non-Grantor CLTs

ÅFuture income is taxed 
to trust

ÅTrust  deducts 
payments to charity

ÅRemainder not included 
ƛƴ ŘƻƴƻǊΩǎ ŜǎǘŀǘŜ 



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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Left Over
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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



Donor
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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 
ŘƛǎǘǊƛōǳǘƛƻƴǎΦ  ό5ƻƴƻǊΩǎ ƛƴŎƻƳŜ ƭƛƳƛǘǎ ŀǊŜ ƛǊǊŜƭŜǾŀƴǘΦύ

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 ACTUALamount 

is higher than the 

PROJECTEDamount, 

this part goes to heirs 
tax free
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heirs

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 PROJECTEDremainder 
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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heirs

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 
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eventually goes 
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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 
άif there is at 
least a 50 percent 
probability that the 
individual will die within 
м ȅŜŀǊέunless 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 GRANTORCLT 



Unrelated business 
income in a 

NON-GRANTORCLT 
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.


