
A Charitable Lead Trust (CLT) is a type of irrevocable trust designed to provide 
financial support to a charitable organization for a predetermined period, after 
which the remainder of the trust is transferred to non-charitable beneficiaries, 
such as family members. The CLT is a tool for philanthropic individuals to support 
their favorite causes while simultaneously providing for their heirs and potentially 
reducing their income and/or estate tax liabilities.

Charitable Lead Trust (CLT)

The grantor contributes assets into the CLT, which then pays a series of annual payments to a chosen charity 
for a specified term of years or a lifetime. The annual payment is in the form of a fixed annuity or a unitrust 
payment based on a fixed percentage of the CLTs assets at each anniversary of the CLT. After the term ends, 
the remaining assets in the trust are transferred to the grantor’s designated non-charitable beneficiaries. The 
actuarial value of this remainder interest is considered a gift by donor to such beneficiary. If the trust is set up 
as a grantor trust for income tax purposes, the grantor receives an income tax charitable deduction equal to 
the actuarial value of the charities’ annuity or unitrust payments. However, the grantor will pay all the income 
taxes on the CLT’s assets during the term. If the CLT is not a grantor trust for income tax purposes, the grantor 
does not receive an income tax deduction for income tax purposes. The CLT will be responsible for taxes with 
respect to any income on the CLT’s assets but will receive a charitable deduction for each annuity or unitrust 
payment to the charity. So, unlike a CRT, a CLT is not a tax-exempt entity. In either case, the CLT assets will not 
be included in the grantor’s estate upon death.

DESCRIPTION OF STRATEGY

Philanthropic Goals A CLT allows the grantor to support charitable organizations through a series 
of payments over time.

Estate and Gift  
Tax Savings

The value of the charitable gift can be deducted from the grantor’s gift or 
estate tax.

KEY BENEFITS

This information is provided for educational purposes only and should not be considered specific investment, legal, or tax advice. Each individual’s 
situation is unique. We encourage you to discuss these strategies with your personal tax, legal and accounting experts.

After the charitable term ends, the remaining trust assets pass to the non-
charitable beneficiaries, potentially with significant tax savings. 

Wealth Transfer



Those with strong philanthropic goals may use a CLT to support their favorite 
charitable organizations while also providing for their heirs.

Charitable Intentions

Low Interest Rate 
Environment

CLTs are most efficient when interest rates are low. A low interest rate will 
generally result in more assets passing to the non-charitable beneficiaries at 
the end without further estate or gift tax.

CLTs can be an effective tool in estate planning for individuals with very large 
estates, particularly when combined with other strategies. Once a CLT is 
established, the assets are out of the grantor’s estate and will end up either 
with the charity or the remainder beneficiaries.

Estate Planning

OPPORTUNITIES TO UTILIZE

Irrevocability Once the CLT is established, the decision is generally irreversible.

Not Tax-Exempt A CLT, unlike a CRT, is not a tax-exempt entity. Either the grantor or the CLT 
will pay income tax on the CLT’s income generated by it’s assets.

Market Risk If the trust assets don’t perform well, the non-charitable beneficiaries may 
receive less than expected.

Long-term Commitment The grantor must commit to a fixed series of payments to the charity, which 
might be challenging in changing financial circumstances.

RISKS/DRAWBACKS

Zeroed Out A CLT, much like a GRAT, can have a zero gift for the remainder beneficiaries. 
Likewise, the beneficiaries will receive the growth on the CLT assets at the 
end of the term in excess of the 7520 rate.

KEY BENEFITS (CONTINUED)

This information is provided for educational purposes only and should not be considered specific investment, legal, or tax advice. Each individual’s 
situation is unique. We encourage you to discuss these strategies with your personal tax, legal and accounting experts.



Example above is for illustrative purposes only. It does not reflect any actual situation. Growth rate is illustrative and does not reflect performance 
of any investments. Information is subject to change without notice.

This information is for educational purposes and is not intended to provide, and should not be relied upon for, accounting, legal, tax, insurance, 
or investment advice. This does not constitute an offer to provide any services, nor a solicitation to purchase securities. The contents are not 
intended to be advice tailored to any particular person or situation. We believe the information provided is accurate and reliable, but do not 
warrant it as to completeness or accuracy. This information may include opinions or forecasts, including investment strategies and economic 
and market conditions; however, there is no guarantee that such opinions or forecasts will prove to be correct, and they also may change without 
notice. We encourage you to speak with a qualified professional regarding your scenario and the then-current applicable laws and rules.

Advisory services are offered through Corient Private Wealth LLC and its affiliates, each being a registered investment adviser (“RIA”) regulated 
by the U.S. Securities and Exchange Commission (“SEC”). The advisory services are only offered in jurisdictions where the RIA is appropriately 
registered. The use of the term “registered” does not imply any particular level of skill or training and does not imply any approval by the SEC. For 
a complete discussion of the scope of advisory services offered, fees, and other disclosures, please review the RIA’s Disclosure Brochure (Form 
ADV Part 2A) and Form CRS, available upon request from the RIA and online at https://adviserinfo.sec.gov/. We also encourage you to review the 
RIA’s Privacy Policy and Code of Ethics, which are available upon request.

corient.com

How it Works?

	� With a 4.2% 7520 rate, a $1M gift to a CLAT with a 
20-year term paying an annuity to charity of $50,000 
creates a charitable deduction of $667,640.

	� With a 6% growth rate, the beneficiaries would 
receive $1,367,855 in 20 years.

GIFT CALCULATION

Amount gifted	 $1,000,000 
Less: Annuity/Unitrust to Charity	 $667,640

Value of gift to beneficiary	 $332,360
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