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Although tax time is when most questions on charitable giving arise, charitable 
trusts are used throughout the year. This planning tool can offer not only a 
potential income-tax charitable deduction and the good feeling that goes along 
with making a charitable gift, but can also provide other advantages. The two 
most popular kinds of charitable trusts are the Charitable Lead Trust (CLT) and 
the Charitable Remainder Trust (CRT).
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Charitable Trusts:
“Doing Well by Doing Good”

Both CLTs and CRTs are very flexible to the needs of 
the donor in that they allow the donor to get some 
personal benefit from a charitable gift. Both are also 
commonly used when the donor has a prospective tax 
liability due to an unrelated financial transaction, such as 
a Roth conversion. The income tax deductions for gifts 
to both CRTs and CLTs are dependent upon a number 
of factors, including the amount and duration of income 
payments from the trust, and the prevailing interest rates. 

As the name would indicate, a Charitable Lead Trust 
provides a stream of income to a qualified charitable 
organization beginning right away. The donated assets 
are held in trust and provide an income stream for a fixed 
term of years or the lives of one or more individuals. At 
the end of the specified term, the remaining balance in 
trust reverts to either the donor (the grantor of the trust) 
or to one or more non-charitable beneficiaries named in 
the trust instrument. The upfront income tax deduction is 
calculated as a present value of the stream of payments 
to the charitable organization. When prevailing interest 
rates are low (as they currently are), the present value 
discount is small: thus, the income tax deduction is 
relatively large. For example, a March 2017 CLT providing 
$10,000 to a charity per year for 15 years results in a 2017 
income tax deduction of $128,013, based on the March 
midterm applicable federal rate (determined by the IRS). 
The upfront income-tax deduction in this example equals 
over 85% of the total amount donated over 15 years! Both 
immediate and fixed indexed annuities can be used to 
fund the income obligation under a CLT.

The income stream is reversed on a CRT. The donor would 
receive the income stream for a fixed term of years or the 
lives of one or more individuals, and at a given rate or 
dollar amount. The remaining CRT assets are passed to 
the charitable organization when the specified income term 
expires. CRTs have an added tax advantage in that they 
can be used to shelter the donor from capital gains taxes. 
For example, by placing appreciated stock, property, 
or other appreciated capital asset inside a CRT prior to 
selling it, when the asset is sold from the CRT, capital 
gains taxes are not assessed. The planned income stream 
to the donor is then effectively magnified in comparison 
to the same asset sold by the donor -- capital gains taxes 
don’t have to be paid by the CRT.

The upfront income tax deduction for a gift to a CRT is the 
value of the asset donated, less the present value of payments 
made to the donor. Low interest rates tend to make CRTs less 
attractive than CLTs from a tax deduction perspective, but 
avoiding the capital gains tax can be a major advantage.

Since the asset donated to a CRT ultimately goes to 
charity, life insurance is commonly used to replace that 
asset’s value for heirs.

Both CLTs and CRTs have other factors to consider 
and either trust must be drafted by an attorney. Call 
your Advanced Markets Team to discuss potential CLT 
and CRT opportunities.

GamePlan Financial Marketing, LLC and its representatives do not provide tax or 
legal advice. Encourage your clients to seek professional guidance from their tax 
advisor and/or attorney regarding their specific situation.




