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Two Charitable Vehicles for Two Objectives

• Trust that makes annual distributions to one or 
more charities for a specified number of years, 
and then distributes the trust assets back to the 
client in a non-taxable transaction.

• Receive income tax savings NOW from future 
annual gifts to a charity

• Can be funded with liquid assets or non-liquid 
assets such as rental real estate, S Corp stock, 
LLC or LP interests

HCM cannot guarantee success of any investments. Different types of investments involve varying degrees of risk, and there can be no assurance that any specific investment will be equal to past performance level, equal any corresponding indicated 
historical performance level(s), be suitable for your portfolio or individual situation, or be profitable for a client’s portfolio. Past performance does not guarantee future results.
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Charitable Lead Annuity Trust (CLAT)

• Distinct, tax-exempt legal entity governed by its 
own set of bylaws, articles of incorporation, etc.

• Establish a permanent legacy with added tax 
and estate benefits

• Reduction of income tax liability; tax-advantaged 
growth of assets in PF; avoidance of cap gains 
taxes for appreciated assets; 
reduction/elimination of estate taxes.

Private Foundation

1. Give Efficiently

2. Reduce Taxes

Objectives
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Basic Structure of a CLAT: 
3 Stages

HCM cannot guarantee success of any investments. Different types of investments involve varying degrees of risk, and there can be no assurance that any specific investment will be equal to past performance level, equal any corresponding indicated 
historical performance level(s), be suitable for your portfolio or individual situation, or be profitable for a client’s portfolio. Past performance does not guarantee future results. Source: https://www.iclat.net/
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Client CLAT

Stage 1: 
Creation & Funding

*Trustee = Client

Client’s Private 
FoundationStage 2: 

Charitable Term

Stage 3: 
Reversion Back to Client
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Private Foundation – Simple Structure

Foundation
(Foundation Board)

Founder Advisor

Consent required for 
some actions

Can be appointed to control 
the board

Contribution of 
assets + bylaws

Advisor

Distribution

HCM cannot guarantee success of any investments. Different types of investments involve varying degrees of risk, and there can be no assurance that any specific investment will be equal to past performance level, equal any corresponding indicated 
historical performance level(s), be suitable for your portfolio or individual situation, or be profitable for a client’s portfolio. Past performance does not guarantee future results. Source: https://en.m.wikipedia.org/wiki/Private_foundation
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Private Foundation - 
Essentials
• Viable for clients with significant net worth who want 

to leave a legacy behind 

• Ability to pull income out of the private foundation 
as long as you are assisting in running the 
foundation and the salary level passes with the IRS 

• Assets are removed out of your estate and are 
protected from creditors 

• Immediate charitable deduction for donating assets 
(Can be used in years of income spikes alongside 
CLATs) 

• Assets managed within the foundation are not 
burdened with capital gains tax; instead, the sale of 
appreciated assets are assessed a nominal 1.39% 
excise tax (Can be a great solution for a very highly 
appreciated asset to donate into the Foundation) 

HCM cannot guarantee success of any investments. Different types of investments involve varying degrees of risk, and there can be no assurance that any specific investment will be equal to past performance level, equal any corresponding indicated 
historical performance level(s), be suitable for your portfolio or individual situation, or be profitable for a client’s portfolio. Past performance does not guarantee future results. Source: http://www.foundationsource.com/

H
C
M
-030625-024



6

Enhanced “Super CLAT”: 
Integration of Private 
Foundation

Why is Integrating a PF with an CLAT better?

Client CLAT

Stage 1: 
Creation & Funding

*Trustee = Client

Client’s Private 
Foundation

Client’s Preferred 
Charities

Stage 2: 
Charitable Term

Stage 3: 
Reversion Back to Client

HCM cannot guarantee success of any investments. Different types of investments involve varying degrees of risk, and there can be no assurance that any specific investment will be equal to past performance level, equal any corresponding indicated historical 
performance level(s), be suitable for your portfolio or individual situation, or be profitable for a client’s portfolio. Past performance does not guarantee future results. Source: https://www.iclat.net/, and https://en.m.wikipedia.org/wiki/Private_foundation
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• Increases Charitable Deduction AGI % Limit

• Gifting/Granting on Client’s 

Schedule/Timing

• Family Involvement

• Centralized Giving/Admin

• Empowerment/JOY

• Leverage Business and Community 

Relationships (PF’s can be named 

almost anything)

https://www.iclat.net/


7

Enhanced “Super CLAT”: 
Integration of Private Foundation
• If a client regularly contributes substantial amounts to charity and the percentage limitations on 

charitable deductions result in them being unable to fully deduct their gifts, they should 
consider setting up a CLAT that pays to a Private Foundation that, in turn, makes grants to 
their favorite charities. CLAT distributions to a Private Foundation are not included when 
calculating the foundation’s 5% minimum distribution. This permits a significantly greater benefit 
to the foundation and provides a method to build the value of the foundation to meet a client’s 
philanthropic goals. 

• If the charitable beneficiary is a private foundation, the IRS has ruled that amounts distributed to it 
by a CLAT will be subject to the 1.39% excise tax on private foundation net investment income 
only if they are “gross investment income,” i.e., dividends, interest, rents and royalties. Capital 
gains distributed by a CLT will apparently not be taxed to a private foundation which holds the 
lead interest.

• While not a “closed loop”, the IRS has approved a CLAT design (nicknamed the “Super CLAT”) 
which offers grantor trust status and exclusion of the CLAT assets from the grantor’s gross estate.

HCM cannot guarantee success of any investments. Different types of investments involve varying degrees of risk, and there can be no assurance that any specific investment will be equal to past performance level, equal any corresponding indicated 
historical performance level(s), be suitable for your portfolio or individual situation, or be profitable for a client’s portfolio. Past performance does not guarantee future results. Please note the Illustrative example is fictional and is used to show an 
example of financial impact. Not from actual data. 
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Illustrative example: Fictional Client

Sale

HCM cannot guarantee success of any investments. Different types of investments involve varying degrees of risk, and there can be no assurance that any specific investment will be equal to past performance level, equal any corresponding indicated 
historical performance level(s), be suitable for your portfolio or individual situation, or be profitable for a client’s portfolio. Past performance does not guarantee future results. Please note the Illustrative example is fictional and is used to show an 
example of financial impact. Not from actual data. 
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• $4.65mm sale (Client’s share) of Oil & Gas 
Product Manufacturing in 2024

• Texas-based company with multiple 
partners

• Client’s net worth post sale: $10mm

• Sale is considered as Ordinary Income
• Usual tax to be paid sans use of 

CLAT and Private Foundation: 
$1,720,500

• Client will continue to work for a few years 
post-sale

Gift

• Fund CLAT with $2mm
 

• Donate $150k/yr for 10yrs via CLAT
• Immediate charitable deduction 

from CLAT in 2024: $1,169,593 
(can be increased via annual gift $ 
amount or term)

• Total Tax savings: $432,749

• Private Foundation receives CLAT
• distributions for 10yr term (Total funding 

value of $1.5mm). Can also donate more 
assets into PF for added charitable 
deduction within AGI limits. 

Live

• Maintain philanthropic legacy via Private 
Foundation now and in the future.

• Can receive a fair income as employee of PF 
for services rendered. However, traditional 
portfolio income distributions are assumed 
for majority of living income expenses. 

• Additional donations into Private 
Foundation will receive charitable deduction 
as philanthropic needs increase or a tax 
reduction opportunity comes about – Ex. 
Client continues working and wants to 
offset additional income in future years

• CLAT value is returned to client at the end of 
its term
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Illustrative example: CLAT Financial Impact

HCM cannot guarantee success of any investments. Different types of investments involve varying degrees of risk, and there can be no assurance that any specific investment will be equal to past performance level, equal any corresponding indicated 
historical performance level(s), be suitable for your portfolio or individual situation, or be profitable for a client’s portfolio. Past performance does not guarantee future results. Please note the Illustrative example is fictional and is used to show an 
example of financial impact. Not from actual data. 
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$432,749.36 $2,796,871.23
“Reverts” back to client at end of CLAT 

term in non-taxable transaction
in Immediate 
Tax Savings
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Illustrative example: Private Foundation Legacy
Ability to elect a charity or multiple charities that you are 
passionate about; Involve your family to build a multi-
generational legacy and create a lasting impact (scholarship 
funds, medical research, religious causes, etc.)

HCM cannot guarantee success of any investments. Different types of investments involve varying degrees of risk, and there can be no assurance that any specific investment will be equal to past performance level, equal any corresponding indicated 
historical performance level(s), be suitable for your portfolio or individual situation, or be profitable for a client’s portfolio. Past performance does not guarantee future results. Please note the Illustrative example is fictional and is used to show an 
example of financial impact. Not from actual data. 
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Donate each year to receive additional charitable 
deductions and to remove assets from your estate. 
Combining an initial CLAT deduction in the year of business 
sale/other liquidity events along with subsequent PF 
deductions in years of high income is powerful 

1.39% excise tax rather than traditional capital gains tax (i.e. 
allow your assets to grow more efficiently, benefitting you, 
your family, and your legacy) 

Ability for you and your family (if they are involved in the 
PF management) to take fair and reasonable income/salary 
(living needs) as part of the required annual distribution
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Illustrative example: Additional Considerations

Should a client have significant tax-deferred assets, the CLAT + PF 
combo allows for a far greater utilization of Roth IRA Conversions 
from a Traditional or Non-Deductible IRA.  

Examples of this limited role include:

• Examples of this limited role include: 

• If the donor serves as a director or officer of the Family Foundation, the donor may 
be prohibited from voting on matters concerning the funds received from the CLAT.

• Perhaps the donor does not serve on the Family Foundation’s board of directors at 
all but rather has his or her spouse or children serve on the board. 

• In addition, the donor may be prohibited from serving as Trustee of the CLAT.

HCM cannot guarantee success of any investments. Different types of investments involve varying degrees of risk, and there can be no assurance that any specific investment will be equal to past performance level, equal any corresponding indicated 
historical performance level(s), be suitable for your portfolio or individual situation, or be profitable for a client’s portfolio. Past performance does not guarantee future results. Please note the Illustrative example is fictional and is used to show an 
example of financial impact. Not from actual data. 
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Unless the CLAT and the PF are carefully structured to limit the influence of the donor, 
the property transferred to the CLAT can be included in the donor’s estate at death. To 
avoid this, the donor’s role in the CLAT and the PF should be limited.



12

Thank you, we appreciate you taking your time and look forward to speaking with you soon.    
Please reach out if you have any questions or concerns and we would be more than happy to clarify.

Phone
Call: 770.642.4902
Monday-Friday: 9:00am to 5:00pm ET

Email
pws@howardcm.com

Our service continues as we communicate and support the 
advisor further, who always remains the central contact for 
Howard Private Wealth Services. 

Speak with us today. 
Grow with confidence tomorrow

H
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Disclosure

Howard Capital Management, Inc. (“HCM”) is an SEC-registered investment advisor with its principal place of business in the State of Georgia. SEC registration does not constitute an endorsement 
of HCM by the SEC, nor does it indicate that HCM has arraigned a particular level of skill or ability. HCM is not an accountant, or a tax accountant and this document is for information purposes 
only.  The HCM Private Wealth Services division is designed for high net worth business owners seeking a personalized approach to investing, tax reduction strategies, business planning solutions, 
legacy strategies, and retirement opportunities. Through a tailored investment strategy, we aim to help business owners reduce their taxes, protect their savings, and optimize their returns.  HCM 
has established a relationship with an unaffiliated provider of tax savings advice. There is a possibility that the third party entity may refer clients to HCM for investment advisory services, creating a 
conflict of interest, as recommendations to utilize the services of such third party may be made in the interest of receiving future advisory referrals, rather than basing such recommendation on a 
particular client’s needs. HCM does not serve as a law firm or accounting firm, and no portion of its services should be construed as legal or accounting services. Please consult a tax accountant for 
information pertaining to your account. HCM only transacts business where it is properly registered or is otherwise exempt from registration.  Please note the case study is fictional and is used to 
show an example of financial impact. Not from actual data. LARL.PWS.CLAT.032624
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