
Charitable Lead Annuity Trusts
Plan your family’s financial future and 
minimize taxes while helping USC



CHARITABLE LEAD ANNUITY TRUST  AT THE UNIVERSITY OF SOUTHERN CALIFORNIA

Are you looking for an investment that can help secure the future for you 
and your family? Are you concerned about the tax consequences of leaving 
money to your children? Do you also intend to support USC during your 
lifetime through generous annual gifts, perhaps in amounts larger than 
you can typically deduct from your income tax? If so, there’s an innovative 
way for you to take care of your family—and USC—and minimize taxes, 
too. It’s called a Charitable Lead Annuity Trust, or CLAT, and USC can 
help you set one up.

HOW DOES IT WORK? 
You contribute appreciating assets to a charitable lead annuity trust, which makes annual payments to USC 
for a length of time you specify, and then at the conclusion of the term, the remaining principal and income 
balance are automatically transferred to your children or other named beneficiaries. This gift to your heirs is 
valued for gift and estate tax purposes at its “present value” as of the date the trust is established, based on an 
IRS discount rate that varies from month to month. The tax advantages are greatest when a trust is created 
while interest rates are low, as they have been recently.

CAN YOU GIVE ME AN EXAMPLE? 
Mr. Tommy Trojan is in high income, gift and estate tax brackets, and he has used his entire $5.34 million 
lifetime gift tax exemption. He would like to make a substantial gift to USC, using assets that he wants to 
eventually pass to his children. If he makes an outright gift to his children now, he’ll incur substantial gift 
tax. If he defers making a gift to his children and the assets appreciate in value during the remainder of his 
lifetime—as he expects they will—his children will face an even higher estate tax, which will be based upon  
the appreciated value of the assets at the time of Mr. Trojan’s passing. 

So Mr. Trojan decides to put $1,000,000 (usually cash or assets that have a high likelihood of significant 
appreciation) in a 20-year charitable lead annuity trust to benefit USC. The trust agreement stipulates that 
USC is to receive $50,000 in income annually for the purposes spelled out in the trust agreement. At the end 
of the 20-year term, Mr. Trojan’s son, Jack, is to receive the trust principal.

For gift tax purposes, only the present value of the remainder interest (what the IRS estimates the value  
of the trust principal will be at the end of the trust period) is subject to tax. In this case, Treasury tables 
project the value of the remainder to be about $197,990. The trust principal, however, actually grows to about 
$1,367,850 (assuming a 6% annual return), and this is what Jack receives. The difference between the value  
of the remainder interest under the Treasury tables and the actual trust value at the end of the trust term 
(about $1,169,860) passes to Jack free of transfer taxes. Mr. Trojan’s gift tax liability is based only on the 
present value of the remainder interest ($197,990).

HOW DO I KNOW IF A CHARITABLE LEAD ANNUITY TRUST IS RIGHT FOR ME? 
•  You hold appreciating assets that you want to pass on to your children (or others).
•  You would prefer your children (or others) wait a number of years before receiving the assets.
•  You are in a high earnings period where redirecting income to charity makes sense.
•  You want to reduce your gift and/or estate taxes. 
•  You want your gift to provide a significant stream of income for USC.



WHAT ARE THE BENEFITS FOR ME  
AND MY FAMILY?

•  Your gift to USC is made “up front” so you can see your 
philanthropy in action.

•  The amount and term of the payments to USC can be set  
so as to reduce or even eliminate transfer taxes due when 
the principal reverts to your children (or others).

•  The present value of income payments to USC reduces 
your gift and/or estate tax.

•  All appreciation that takes place in the trust goes tax-free 
to the individuals named in your trust.

HOW DO I CREATE A CHARITABLE LEAD 
ANNUITY TRUST WITH USC?
The steps necessary to establish such a trust are relatively simple:

1.  Determine who will act as trustee. USC is willing to serve 
as trustee in many cases.

2.  Sign a trust agreement establishing the trust. USC has 
sample forms and examples of documents used by others.

3. Transfer assets into the trust name.

A GIFT FROM THE HEART
A charitable lead annuity trust is an easy and effective way to help secure the future of the people and 
university you love. And during the Campaign for the University of Southern California, you have many 
exciting options for supporting USC as well as making an impact on the world. You might choose to provide 
scholarships for USC’s outstanding students, help fund our stellar faculty and groundbreaking research, 
support the university’s community and global programs, or boost Trojan athletic programs. Whatever  
you choose, you can be proud knowing that you have generously invested in your family’s—and USC’s— 
well-being.

CONTACT US
Charitable lead annuity trusts can be established in a number of ways, depending upon your personal, family 
and financial situation and the particular asset(s) used to fund the trust. The professional staff in USC’s Office 
of Gift Planning can help you and your advisors design the arrangement that is best for your circumstances.

USC Office of Gift Planning
1150 S. Olive Street, Suite 2000
Los Angeles, CA 90015
Office: (213) 740-2682
Fax: (213) 740-7510
giftplanning@usc.edu
usc.planmygift.org



This publication is not intended as legal, accounting, or other professional 
advice. The university strongly encourages all donors and prospective 
donors to USC to engage the services of an appropriate professional 
advisor whenever planning a charitable gift with tax and/or other financial 
implications, or when amending or creating an estate plan.


