
As part of a worldwide philanthropic community, we are all saddened by the devastation triggered by April’s earthquake 

in Nepal. While our hearts go out to the Nepalese people, what survivors need urgently is financial support to return to 

some semblance of normalcy. On the back cover, our Charity Spotlight features a list of qualified organizations prepared 

to assist those in dire need. Please take a look.

The inside pages of The Philanthropist focus on the potential tax and 

distribution advantages of a charitable lead trust. You may also want 

to talk to your tax professional about how a donor advised fund might 

enhance your individual gifting aspirations and estate-planning goals.

On a personal note, I hope this summer offers you many opportunities 

to share the gifts of time and love with treasured friends and family.

Thank you for your generous contributions to The U.S. Charitable Gift Trust®. As always, we are ready to help you 

develop a purposeful gifting program that assists you in meeting your long-term financial goals.
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Consider the upsides of a CLT while 
interest rates are still down
Estate Planning

A CLT is an irrevocable trust that holds gifted 
assets – usually cash or securities – for a period 
of time determined by you, the grantor. It’s not 
unusual for the term of a trust to extend 10 or 
20 years, or until the death of an individual. For 
example, you might want your CLT to last as 
long as your spouse. During that time, the trust’s 
annuity pays out a percentage of interest annually 
to a designated charity. When that period is up, 
the CLT ends and whatever assets are leftover go 
to your non-charitable beneficiaries – often children 
and grandchildren.

Tax benefits. Depending on the actual legal form 
– say, grantor CLT versus non-grantor CLT – your 
contribution may offer a large, one-time income-
tax deduction or smaller annual deductions 
based on your financial situation. Under certain 
circumstances, a donor may be able to avoid all 
transfer taxes on assets passed to heirs.

Low rates = high deductions. When you establish 
a CLT, the IRS calculates the deductible level of 
your total gift using a formula that weighs four 
factors: fair market value of contributed assets, 
the trust’s projected longevity, amount of income 
payments to be made and current interest rates. 

Based on U.S. Treasuries, a CLT’s minimum rate 
of return – referred to as the “hurdle rate” – has 
been at historic lows for the past several years. It’s 
important to know that your projected deductible 
value has an inverse relationship to interest 
rates. That means a low-rate environment tends 
to produce higher deductions. Assuming interest 
rates will rise within the next couple of years, CLT 
payments to your charity and, eventually, heirs will 
likely be affected. Speak to your advisor about the 
timing of establishing a CLT.

Preparing for the future
Although a CLT – also referred to as a split-
interest trust – guarantees income payments to 
a targeted nonprofit for its entire term – unless 
principal runs out because of unfavorable market 
conditions – there are no assurances that non-
charity beneficiaries will receive any remaining 
proceeds. For that reason alone, prudent investment 
management is a major consideration.

To help manage the gifted portion of your CLT’s 
investment portfolio, read “Using a donor advised 
fund to help support your CLT” on page 3.

A charitable lead trust (CLT) may be an ideal estate-planning tool for donors who:

•  are philanthropically inclined,
•  do not need current income from the trust,
•  want to manage exposure to income or estate taxes, and 
•  seek a tax-efficient way to transfer wealth to family members.

Today’s low interest rates make CLTs even more desirable. With the Federal Reserve considering a 
rate increase, now may be a good time to explore the upsides of a CLT.
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The reverse of the more popular “charitable remainder trust,” a charitable lead trust (CLT) 
pays a stream of income to a qualified nonprofit for a pre-set number of years. Only after that 
time concludes, do any remaining assets get dispersed to non-charity beneficiaries – typically 
family members. 

An estate plan that includes a CLT may improve overall results by incorporating a donor 
advised fund (DAF) as its central management vehicle. In essence, by making a DAF your 
CLT’s lead “income beneficiary,” grantors gain a wider measure of freedom to pursue long-term 
investment and distribution goals. 

Using a donor advised fund to help 
support your CLT
Management Strategy

Flexibility and control. When you use your 
CLT to fund your DAF, you control the timing 
and amounts of interest payments to be 
passed along. Rather than locking into a 
single nonprofit, a DAF preserves your right to 
recommend multiple charities and revise them 
as your philanthropic priorities evolve. The 
flexibility to add and delete organizations over 
time gives you and your loved ones a unique 
opportunity to work together to explore new 
causes and perpetuate a family legacy of giving.

Investment management. A DAF gives you the 
right to have your personal financial advisor 
manage CLT assets in a way that pursues your 
growth targets. Investment management is 
particularly important if you seek to accrue 
higher return potential over the years to offset 
annual interest payouts. A carefully crafted 
portfolio management plan could help generate 
greater investment wealth for family members 
after the “lead” term of your CLT expires.

Eaton Vance is not providing legal or tax advice as to the matters discussed herein. The discussion herein is general in nature and is provided 
for informational purposes only. There is no guarantee as to its accuracy or completeness. It is not intended as legal or tax advice and 
individuals may not rely upon it (including for purposes of avoiding tax penalties imposed by the IRS or state and local tax authorities). Tax 
benefits and any limitations will of course depend upon your individual circumstances, and we encourage you to consult with your personal 
tax advisor or accountant before making any decisions. Furthermore, tax law is subject to change.

How a CLT-DAF strategy works

Donor

Charity A Charity B

Heirs

Charity C*

CLT

DAF

Start of CLT End of CLT

*DAF distributions may continue 
after the end of the CLT.

1. Place assets into a CLT
2. Use the charitable payments 

from the CLT to fund a DAF
3. The DAF allows the donor to 

manage the gifts distirbuted 
to charities over time

4. After the CLT term ends, your heirs 
receive any remaining balance
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Questions? Contact Us!
We are here to assist you  
Monday through Friday  
9 a.m. to 5 p.m. EST at  
800-664-6901

You can also write to us at:

The U.S. Charitable Gift Trust®

c/o Wilmington Trust Retirement & Institutional Services
1100 North Market Street, 2nd Floor
Wilmington, DE 19890

Visit us online at:

www.uscharitablegifttrust.org

Nepal earthquake relief
Charity Spotlight

By now, you’re aware that a magnitude-7.8 earthquake struck Nepal in April causing widespread death, destruction and 
displacement. Since then, aftershocks have further damaged Nepal’s hospital and power infrastructures. With monsoon 
season near, there is an urgent need for shelter and other basic resources before the task of rebuilding can take place. If 
you are considering a donation, below are aid organizations mobilized for action.

This does not represent a full list of organizations for the Nepal relief effort. The U.S. Charitable Gift Trust® is providing this list for reference purposes 
only and does not endorse any organization. 

Charity Address Tax ID Number

American Red Cross 2025 E Street NW | Washington, DC 20006 53-0196605

AmeriCares 88 Hamilton Avenue | Stamford, CT 06902 06-1008595

Catholic Relief Services P.O. Box 17090 | Baltimore, MD 21297-0303 13-5563422

CARE Gift Center | P.O. Box 7039 | Merrifield, VA 22116–9753 13-1685039

Direct Relief 27 South La Patera Lane | Goleta, CA 93117 95-1831116

Global Giving 1110 Vermont Avenue NW, Suite 550 | Washington, DC 20005 30-0108263

International Relief Teams 4560 Alvarado Canyon Road, Suite 2G | San Diego, CA 92120-4309 33-0412751

Oxfam-America 226 Causeway Street, 5th Floor | Boston, MA 02114 23-7069110

Save the Children 501 Kings Highway East, Suite 400 | Fairfield, CT 06825 06-0726487

United States Fund for UNICEF Revenue Processing Department | 125 Maiden Lane, 11th Floor | New York, NY 10038 13-1760110


