Charitable lead trust
Bank of America fiduciary services for Merrill clients
As you consider charitable giving, you most likely envision your gift fulfilling a range of personal goals. Your immediate
desire may be to make a difference in the lives of others, but you may also be concerned about preserving assets in
your estate to pass on to your own family and heirs. Pursuing potential tax benefits could also factor into your giving
strategy. A charitable lead trust (CLT) can help maximize your charitable giving by providing annual distributions to the
causes you care about while providing a tax-advantaged way to transfer wealth to the next generation.
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of stock or other assets
to the CLT.
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It may be possible to structure
the CLT so at the time assets are
contributed to the trust you may
or may not receive an immediate
tax deduction.1

You may give to one or more
favorite charities, a family
foundation, a donor-advised
fund or other public charity.

Set up annual payments to be
made as either a predetermined
amount or percentage of the
assets.

Trust assets pass to your
heirs free of additional gift
or estate taxes.2

Trust and fiduciary services are provided by Bank of America, N.A., Member FDIC and a wholly owned subsidiary of Bank of America Corporation (“BofA Corp.”).
Merrill Lynch, Pierce, Fenner & Smith Incorporated (also referred to as “MLPF&S” or “Merrill”) makes available certain investment products sponsored, managed, distributed or
provided by companies that are affiliates of BofA Corp. MLPF&S is a registered broker-dealer, Member SIPC and a wholly owned subsidiary of BofA Corp.
Certain Bank of America associates are registered representatives with MLPF&S and may assist you with investment products and services provided through MLPF&S and other
nonbank investment affiliates.
Investment products:

Are Not FDIC Insured

Are Not Bank Guaranteed

May Lose Value

Target-specific financial goals
• Get an immediate tax deduction. You may receive an
upfront charitable income and gift tax deduction for the
amount that is considered a charitable gift.
• Minimize capital gains tax. After contribution, your gifted
property or stock can be sold by the trustee. While capital
gains tax is triggered by the sale, the trust gets a tax
deduction for payments made to the charitable recipients.
As such, the taxes can be offset.
• Benefit from tax-free gifting. Assuming proper
allocation of exemption at the trust’s creation, assets
return to beneficiaries without gift or estate taxes when
the trust expires.

• Preserve more of your wealth for your family and heirs.
A CLT enables you to pass assets to heirs at a reduced
valuation for gift tax purposes. A low discount rate coupled
with a high payout rate can substantially reduce the gift tax
value of the remaining assets in the trust.

For more information, call your Merrill Lynch
Financial Advisor.

Charitable lead trust example
The following is an example of a $5 million non-grantor
charitable lead annuity trust (CLAT), which is a type of
charitable lead trust.
$5 million
contribution
Grantor

$4,546,900 charitable
gift tax deduction
at initial contribution

CLAT
$5 million
remainder

• CLAT established when IRS discount rate is 2.8%
• Trust term of 20 years
• Trust income is 2% and capital appreciation is 4% annually
• The CLAT will pay income tax but will receive an income tax
deduction for distributions made to charity (also assumed
the deduction will exceed net income in all years)
Actual returns and results may vary. If the total return is less than the 6% illustrated,
amounts paid to individuals will be less and could be less than the original principal
amount. This illustration does not include fees, which may vary depending on how
the trust is set up.

$6 million
total payments
over 20 years

Charity(ies)

Assumptions

Beneficiaries

Working together, Bank of America and Merrill bring you the capabilities of one of the nation’s leading trust
organizations and a premier global investment firm.

Your Merrill Lynch Financial Advisor can work with you on an approach designed to provide the specific services you need in
the way that works for you. The result is a relationship supported by the investment insights of Merrill and the deep fiduciary
experience of Bank of America — a relationship dedicated to helping you address your unique goals and priorities.

ml.com/legacy
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Income tax deduction for the amount that is considered a charitable gift.

2

Generation-skipping transfer (GST) tax may apply, depending on the type of charitable lead trust created.

Bank of America, Merrill, their affiliates and advisors do not provide legal, tax or accounting advice. You should consult your legal and/or tax advisors before making any financial decisions.
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