
IMMEDIATE 2023 Tax Savings Opportunity
for Key Client Demographic 

- Meet the iCLAT -
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KEY Idea & Client Planning Opportunity



•What is it?

•How does it save taxes?

•Who is the ideal client for it?

•Why NOW is the time for it?

The Essentials
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What is it?

• An irrevocable 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.

• Technical Name: a “reversionary” charitable lead 
annuity trust that is treated as a grantor trust for 
income tax purposes.
• IRC 170(f)(2)(B) & Treas. Reg. 1.170A-6(a)(1) & (c)(2)
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Traditional CLTs vs iCLAT

X
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Client

Client’s 
Preferred Charities

iCLAT
*Trustee = Client)

Stage #1:
Creation & Funding

Stage #2:
Charitable Term

Stage #3
Reversion Back to Client
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Basic Structure of an iCLAT: 3 Stages
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How does it save taxes?

• 2 words:  “PRESENT VALUE”
• iCLATs generate a VERY large “IMMEDIATE” YEAR 1 

charitable income tax deduction for your clients!
• The lower the discount interest rate, the larger the 

“present value” & immediate charitable deduction
• 4.4% IRS rate is available to end of July 2023
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Term of
the iCLAT
(Years)

ANNUAL
Charitable

Distributions
from iCLAT

TOTAL
Charitable

Distributions
from iCLAT

IMMEDIATE
Year 1

Charitable Deduction

% of the IMMEDIATE
Charitable Deduction

*Compared to total 
distributions to charity

3 Years $25,000/year $ 75,000 $68,855 91.8%

5 Years $25,000/year $125,000 $110,055 88.0%

7 Years $25,000/year $175,000 $147,857 84.5%

10 Years $25,000/year $250,000 $198,795 79.5%
15 Years $25,000/year $375,000 $270,345 72.1%

20 Years $25,000/year $500,000 $328,035 65.6%

*Based on the IRS 7520 Rate of 4.4% (May 2023 Rate, which remains available through the end of  July 2023).
“iCLAT®” is a registered trademark of Effectual Giving, LLC.  All rights reserved.
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IMMEDIATE YEAR 1 Charitable Income Tax Deduction
Currently Generated by an iCLAT®



Who are ideal clients?
Clients who regularly give $10,000 or more each year to charity 

(including to their place of worship, DAF, or private foundation)

AND

• Ideal Scenario #1: Spike Income Tax Event
OR

• Ideal Scenario #2: High-Income Client Retiring This Year
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Good/Neutral States– No State Charitable Deduction

Better States – 2% to 6% State Charitable Deduction

Best States – 7% to 13% State Charitable Deduction



• Bonuses & Increased Wages
• ROTH IRA Conversions
• Sale of Assets, Real Property or Business
• RMDs and other distributions from 

IRAs, 401ks, and other retirement plans
• Deferred Compensation Payouts
• Severance Payments to Executives
• Contingency Fees (attorneys) & Large 

Commissions 
• Stock Options
• Rental Income & Dividends

• “Increased K-1” Business Income -
S Corp; LLC; LP

• Royalties (Intellectual Property or Oil & 
Gas)

• Professional Athlete/Entertainer 
Contracts & Signing Bonuses

• Interest Income Increase (balloon 
notes) 

• “IRD” Items 
• Inherited IRAs *10-yr rule applies now 

for almost all beneficiaries 
• Lottery Winnings 
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Ideal Scenario #1: Here’s What to Look For…
Common Income Spike Events



Ideal Scenario #2: Here’s What to Look For…
Common High-Income Retirement Situations

• Physicians, Attorneys, CPAs, Other Professionals
• Executives
• Business Owners
• Professional Athletes

• Contracts Nearing End of Term (Examples)
• Consulting Agreements, Government Contracts
• Post-Sale of Business Employment Agreements

13All content presented herein is copyrighted material of Effectual Giving, LLC 2014-2023.  “iCLAT®” is a registered trademark of Effectual Giving, LLC.  All rights reserved.



Why NOW? Right Now! 

Applicable 
IRS Interest Rate 

IMMEDIATE
Charitable 
Deduction

IMMEDIATE
Tax Savings

(at 37% tax rate)

DECREASED
TAX SAVINGS

Current 4.4% Rate
(available through 7/31/2023)

$397,590 $147,108 N/A

At 6% IRS §7520 Rate
(??? 2023)

$368,005 $136,162 -$10,946 (-7%)

At 8% IRS §7520 Rate
(??? 2023)

$335,505 $124,137 -$22,971 (-15%)

Example: 
10 Year iCLAT that distributes $50,000 per year to preferred charities.
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Client

Client’s 
Preferred Charities

iCLAT
*Trustee = Client)

Stage #1:
Creation & Funding

Stage #2:
Charitable Term

Stage #3
Reversion Back to Client
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Basic Structure of an iCLAT: 3 Stages
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Client

Client’s
Donor Advised Fund

iCLAT
*Trustee = Client
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Client’s 
Preferred Charities

Stage #2
Charitable Term

Stage #1:
Creation & Funding

Stage #3
Reversion Back to Client

Enhanced iCLAT Structure:
Integration of

Donor Advised Fund

Why is Using 
a DAF better?

• Easier for Client/Trustee 
• Giving on Client’s

Schedule/Timing
• Family Involvement
• Privacy (Anonymous 

Giving)
• Centralized Giving
• Empowerment/FUN
• Leverage Business and 

Community 
Relationships (DAF’s can 
be named almost 
anything)



Facts: Peter regularly gives $40,000 annually to his favorite 
charities (including his church) and he anticipates continuing 
this level of annual giving for at least the next 12 years.  
Based on the advice of his financial planner and CPA, Peter 
decided to convert his $1M traditional IRA to a ROTH IRA 
earlier this year. Peter is a California resident and he has a 
donor advised fund.

Actual Client Case #1 - Peter
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 $261,243 “Reverts” Back to Peter
at end of the iCLAT term. 

 $183,419 in Immediate Tax Savings



Actual Client Case #2 - Carl

• Facts: Carl’s manufacturing business (an S Corp) is 
having a banner year, and he anticipates K-1 income 
of $1,500,000, which is more than double his usual K-
1 income.  Carl is 53 and a resident of Arizona.  
Currently, he only gives $3,500/year to various local 
charities, but he wants to give more significantly in the 
coming years, preferably anonymously.
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 $202,229 in Immediate Tax Savings
 $1,463,821 “Reverts” Back to Carl

at end of the iCLAT term. 



“Tale of the Tape” Comparison

“BUNCHING” 
MULTIPLE ANNUAL 

CHARITABLE GIFTS

IN A SINGLE TAX YEAR
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“Tale of the Tape” Comparison
“Bunching” 10 Years of 
Annual Gifts to a DAF

• $30,000 X 10 = $300,000 Gift
• AGI Limit: 60% Cash
• Yr. 1 Deduction: $300,000
• Tax Savings in Yr. 1: $111,000
• Control of Principal: NO
• 10 Year Reversion: NO
• Reversion Amount: NOTHING

10 Year iCLAT

• $300,000 transferred to an iCLAT 
• AGI Limit: 30% Cash
• Yr. 1 Deduction: $238,500
• Yr. 1 Tax Savings: $88,245
• Control of Principal: YES
• 10 Year Reversion: YES

• Reversion Amount*: $111,332
*initial funding of $300k & 5% annual ROR
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Additional Takeaways
• iCLATs can be funded with other assets such as rental 

real estate, S Corp stock, LLC or LP interests
• iCLATs are a great PLAN B, if pre-sale planning is not 

possible
• iCLATs are typically designed, established & funded in 

2 to 3 weeks
• Annual IRS Filing Requirements for iCLATs are: 

Form 5227 & Form 1041 (short grantor trust Form 1041)



KEY Idea & Client Planning Opportunity
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Brad Gornto, Esq., LLM
iCLAT Solutions, LLC

Email: brad@iclat.net Phone: (844) 464-2458
www.iclat.net

Questions?

mailto:brad@iclat.net
http://www.iclat.net/
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