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While many people may not be pleased with the low interest rates, there are silver linings
to the situation, creating some excellent charitable gift planning opportunities.
One popular alternative is a charitable gift annuity.

For people who depend upon income from relatively safe investments such as Certificates
of Deposit, Money Market funds and the like, now may be an excellent time to consider
the benefits of a charitable gift annuity. They include:

M Fixed guaranteed income they can never outlive.

B Very attractive annuity rates based upon their ages.

B Immediate charitable income tax deduction and future estate tax savings.
B Tax-free income for a portion of the annuity payments.

B The opportunity to leave a charitable legacy gift to their favorite ministry.

What Is a Charitable Gift Annuity? A charitable gift annuity is a simple contractual
agreement between a licensed, state-approved charity and a donor. In exchange for the
donor’s contribution, the charity is obligated to pay an annuity income for his lifetime. The
rates are based upon the suggested rates of the American Council on Gift Annuities to
which 95 percent of American charities adhere. Upon the death of the annuitant (or
surviving annuitant), the remaining principal is available for the charity’s use.

A sample of payout rates is shown below. Payment is a combination of interest and principle.

Single Life Two Lives

Age Rate* Age Rate*

65 5.5% 70,70 5.2%

70 5.8% 75,75 5.7%

75 6.4% 80, 80 6.3%

80 7.2% 85,85 7.1%

85 8.1% 90,90 8.3% | *Rates are effective July 1,2010
90 9.5% through December 31,2010

Case Study: To see how the annuity works, let’s look at the case of Mary Needsmore. Mary,
age 89, would like additional income to support her retirement since declining interest
rates are starting to “squeeze” her cash flow. However, she’ reluctant to take the requisite
risk to increase her returns. She has a good portion of her investments in Certificates of
Deposit (CDs), savings accounts and Money Market funds. After she passes away, she
would like to leave a gift to The JESUS Film Project,® a ministry in which she has had an
interest over time.

Lets assume she has a $100,000 CD which is coming due. Her bank is offering her a
renewal rate of 2 percent. This amounts to approximately $2,000 a year in taxable ordinary
income. Assuming that her federal and state income taxes are a combined 28 percent, her

net after-tax annual income from the investment will be $1,460. Continued on back




Charitable Gift Annuities

If Mary were instead to take the same $100,000 and contribute into a charitable gift
annuity (CGA), she would receive, based upon her age, a 9.2 percent annuity rate. This
would amount to $9,200 pre-tax income. Of this amount $6,910 will be tax-free. Her net
after-tax income would be $8,582. Mary will have quadrupled her after-tax income!

In addition, she would also receive a charitable income tax deduction of $48,898 which
would generate additional income tax savings. This charitable deduction would be limited
to 50 percent of her adjusted gross income with a five-year carry forward for any excess
contributions that she could not deduct in

the year of the gift.
CcD CGA
Value | $100,000 $100,000
Rate 2% 9.2%
Income $2,000 $9,200
taxable $2,000 $2,290
Tax Free $0 $6.910
After Tax Income $1,460 $8,582
Charitable Deduction $0 $48,898

Who Is a Candidate for a Charitable Gift Annuity? A person who:
B would like to increase income and standard of living.
B would like to receive a fixed secure income that cannot be outlived.
M has low income-producing investments, such as CDs, stock, or real estate and would
like to see an increased return.
B would like tax-free income and/or capital gains income.
B would like to get income tax deductions.
W would like to establish a charitable legacy gift for his or her favorite charity.

Funding a Charitable Gift Annuity with a Personal Residence. You have heard of
reverse mortgages. There is also a charitable version of a reverse mortgage. Briefly, people
can contribute a remainder interest in their personal residence in exchange for a charitable
gift annuity based upon the value of the interest. During their lifetime they retain a life
tenancy interest, giving them full use of and rights to the residence while they are living.
At the same time, they will receive a fixed annuity income. Upon their death, the life
tenancy terminates and the charity is free to sell the residence. People in their 80s typically
would be candidates for this variation of a charitable gift annuity.

Charitable gift annuities naming The JESUS Film Project, a ministry of Campus Crusade
for Christ, as the beneficiary are written by either Christian Community Foundation in
Colorado Springs, Colorado (with more than $87 million in assets under management),

) Furadflltlunal The National Christian Foundation in Georgia (with more than $420 million in assets
information, please . . .
alltol e under management), or The Great Commission Foundation, a ministry of Campus
800/ 449-5454 Crusade for Christ. Several factors including donor’s state of residence, gift size, timing,
you canalso etc. determine which organization will be used.
email us at
info@qcfcc.org

The information above is for general education and not professional tax or legal advice. Please contact a professional tax advisor about your specific situation.
K Reprinted with permission from Michael Occhipinti formerly with the Saddleback Memorial Foundation. /




