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PG Calc Webinar October 22, 2026  

The Lead Trust Paradox: Powerful for Donors,  

Rare in Practice –  Here’s How to Change That  
 

 

Additional Webinar Question and An swer  
 

 

Q: What tax implications (income or otherwise) exist for heirs receiving the principle at the end of 

the trust period? If funded with assets, do they receive a step up in basis?  

 

A: There is no income tax or estate tax when a lead trust terminates. If generation skipping 

transfer tax applies, then that tax, which at present is 40%, is paid by the lead trust at termination  

on the percentage of the principal subject to the tax . With a CLAT, that percentage is determined 

at the end of the trust. With a CLUT, that percentage is determined when the trust is funded.  

There is no step -up in cost basis at any point: the lead trust inherits the donor’s cost basis  when it 

is funded  and the heirs of the lead trust assets inherit the trust’s cost basis  when the trust 

terminates . 

 


