CONTENTS AT A GLANCE

Detailed Table of Contents

List of Figures

Contents of Prototype Materials
Acknowledgments

Foreword

Gift Annuities Overview
Chapter 1: The American Council on Gift Annuities
Chapter 2: Description & Tax Aspects
Chapter 3: Gift Annuity Rates
Chapter 4: Deduction Calculation & Payment Taxation

Program Operation
Chapter 5: Establishment & Administration of Program
Chapter 6: Annuity Agreements

Chapter 7: Transferring Assets & Executing Agreements
Chapter 8: Disclosure Requirements

Chapter 9: Tax Information for Donors

Chapter 10: Reinsurance

State Regulations
Chapter 11: Regulations Regarding Issuance of Gift Annuities
Chapter 12: Agreement Requirements
Chapter 13: Reserve Investment Regulations
Chapter 14: Annual Filings

Marketing
Chapter 15: Marketing Gift Annuities

Applications
Chapter 16: Possible Funding Assets

Chapter 17: Gift Annuity Funded with Remainder Interest in a Residence
Chapter 18: Flexible Deferred Annuities & Step Annuities

Chapter 19: Commuted Annuities

Chapter 20: Special Situations

Chapter 21: Cross-border Annuities — Particularly from Canadian Donors
Chapter 22: Best Practices

Index

Afterword

Charitable Gift Annuities: The Complete Resource Manual Contents at a Glance | Page i
© Copyright 2023, PG Calc. All rights reserved. Revised October 2023



DETAILED SUMMARY OF CONTENTS

Detailed Summary of Contents | Page ii
Revised October 2023

List of Figures XX

Contents of Prototype Materials XXiv

Acknowledgments XXViii

Foreword XXXi
Gift Annuities Overview

Chapter 1: The American Council on Gift Annuities

[ 1Y 0] Y P 1

T 0701 = 2

L€ Y o 10 Y 2 L= 2

ST 2

L@ == 01 - Lo o 3

Additional INfOrmation .....ceeeeiiiiiiii i e et e it eeeieeereeaneeeeannaas 3

Appendix 1: Charitable Gift Annuity Antitrust Relief Act of 1995 ... .cciiiiiiiiiiiiiiiinn 5

Appendix 2: Charitable Donation Antitrust Immunity Act of 1997 ......ccoviiiiiiiiiiiiiiiniinnn, 7

Chapter 2: Description & Tax Aspects

Description of @ Gift ANNUILY ..o it et e e et e rrrreeeeaeeeeas 1

Immediate Gift ANNUILY ........eeeiiit ittt ettt eetiieeeeeaiaeeeeeenneeeeaesannseeennnnes 1

Deferred GIift ANNUILY ....o..unueeiie ittt ete ettt eeeaneeeeeeaaeeeeeannneeesesannseseennnes 2

Flexible Deferred Gift ANNUITY ......ooeiiiiiiiiiiiiiiiiieeetttteeeettiiiieesaeeeeeeeeeeeenennnns 4

Tax Aspects of Gift ANNUITIES ....uiiiiiiiiiiiiii i it e e e e e e e eeanneaes 4

Allowance of Charitable DedUCEION. .........coeuueeeiiiieiiiiiieeeiiieereeaiaeereeannaeeeanns 4

Determination of the Charitable Deduction for Immediate Annuities......................... 4

Determination of the Charitable Deduction for Deferred Annuities.............ccevviiinnnnn. 5

Gifts Resulting in @ Reduced DeducCtion ........ceiiiiniiiiiiiiiiiiiiieiiieeeeaieeereennneeanes 5

Taxation of ANNUITY Payments .. ...ueueiiiiiiiiiiiiiiiiiiiiiiriee ittt ettt i iiieeeeeeeeeeeseseaannnns 6

(00T g1 g1 o0 1 Lo o) e X £ Tt 6

Contribution of Long-term Capital Gain Property...........eeeeeeeeiieeiieeeeeeinneeereennneens 8

Choosing to Report Taxable Gain Immediately Rather than Ratably .......................... 9

ViYo] o] [oe]0] (=0 [ ) Q2 (e [ (=2 S PP 1

Contribution of Ordinary INCOME Property.........ueeeeeiieeiiiiiieeeeiiieeereennneeeeennnes 12

Contribution of Mort@aged ProPertY ..........eeee et iiiiiiiiiiiiiiiieeeeeeeeeeeesseessinnnnenes 12

Contribution of Depreciated Property ..........eeeeeeeeeiiieeieeeiieeeeeiieeeeeenneeeeennnes 12

Requirements to Qualify for Tax EXempltion.....ooiiiiiiiiiiiiiiiii i e eeaas 12

Assignment of ANNUItY INTerest. .. uviiiiiii it et ettt eeeaaaans 14

Gift and Estate Tax IMpliCations .......eeiiiiniiiiiiii it ee i eeiieeeeeeineeeeaeannneens 15

Single-life Annuity; Donor Is the ANNUIEANT ..........vveiiiiieeiiiiiiiiiiiiiereeiieereaannns 15

© Copyright 2023, PG Calc. All rights reserved.



Single-life Annuity; Donor Is Not the AnnuUitant ...........coiiiiiiiiiiiiieeiiiiiiiiiiiiiinnns 15
Two-life Annuity; Donor Is the First Annuitant,

Non-spouse Is the SUCCeSSOr ANNUIEANT ...ttt tiiiiieiiiiiiiieeeeeeeeeeaaannnns 16
Two-life Annuity; Non-spouse Is the First Annuitant,
Donor Is the SUCCeSSOr ANNUILANT .......ooiuuuiiiiiiitiiiiiiiiiiiieriiiieeeriiianeeeeananes 16
Two-life Annuity; Donor Contributes His/Her Separate Property,
Donor and Spouse Are Consecutive ANNUILANES .........covvueeiiiiieeieiiiieeieeiineeenannns 17
Joint and Survivor Annuity; Husband and Wife Contribute
Jointly-owned or COMMUNILY ProOPertY .......e.uuueeieeiieeieeiiieereeeiieeeeeeanneeeeeennneens 18
Husband and Wife Contribute Jointly-owned or Community Property,
But Only One Spouse Is the ANnUItaNt ..............ccviiuiiiiiiiiiiiiiiiiiiiiiiiiieiiieiieens 18
Joint and Survivor Annuity; Non-spouse Annuitants Contribute
JOINEIY-OWNEA PrOPOITY ...ttt ettt ettt et eeeeeeeeaiieaaaeeeeenn 18
Joint and Survivor Annuity; One Spouse IS the DONOK ..........eeeiiiiiiiiiiiiiiiiiieeeeennns 19
Two-life Annuity with Successive Annuitants; Donor Is Not One of the Annuitants ........ 20
When the Power of Revocation Should Be Exercisable .............ccooiiiiiiiiiiiinnnnnnnnn. 20
Testamentary Gift ANNUIEY ........uueeeeeetttiiieeeiiiiiiiieteeeeeteeeeeeennrnnnseseseeeeeens 21
Note Regarding AlIEN SPOUSES ..........uueeiee ittt teeeieeeeeaieeereennneeeeeanneeeeanns 22
Revocation Language in Gift AnNUity AGreemeNntS .ot iiieiiiiieeeeeeanns 22
One Life; Donor Is Not the Annuitant, Immediate and Deferred..........ccccccovviiiiinnnn. 22
Two Donor Annuitants; Joint and Survivor, Inmediate and Deferred ........................ 23
Two Successive Annuitants; Donor Is the First Annuitant, Immediate and Deferred ....... 24
Two Successive Annuitants; Donor Is Not an Annuitant, Immediate and Deferred.......... 24
Income Tax Deduction When Power to Revoke Is EXercised..........ccovevieiiiieiineennannns 25
Quick Guide for Inclusion of Revocation Language...........ccuuiiiueieeeeeeeieeeeeeiiiinnnns 27
SAmMeE-SeX Married COUPLES. ... oottt teeeeteiiiiieeeeeeeeeeaessssnnnnnnnenees 28
Appendix 1: How the CMFR Affects the Charitable Deduction..........ccoeviiiiiiiiiiiineinnnnnn. 29
Appendix 2: Taxation of Capital Gain Under Different Donor-Annuitant Combinations......... 31
Appendix 3: Examples Showing Taxation Of Gift Annuity Payments In Different Situations ... 35
Appendix 4: Revocation of Right to Gift Annuity Payments ........coeveviiiiiiiiiiiiiiineennnnnns 39

Chapter 3: Gift Annuity Rates

Assumptions Underlying ACGA Suggested RateS .......uveeiiiiiiiiiiiiiiiiiiiiiiiiiiiiieeaaaanns 1
L=y 1o [0 . 1
Life EXPEOCEANCIOS «..uuueeeeeieetiteaieteeeeateeeeeaiteeeeeenneeeeeennneeseeennnneesessnnsesssnnnes 2
Other Actuarial Tables Affecting Gift ANNUILIES .......ciiiiiiiiiiiiiiiiiieiiiiiiiiiinenaas 3
EX DRSS vveeeiiiiiteeeeeiiiiiteeeeeeeeeeeearnaaeeeeeeeeeeessasnnnnnnnnsseessssesesssssnnnnnnnes 4
o o LV o 10 (o L =2 0 X3 4

Returns on Gift ANNUITY RESEIVES ...uuueiiiiiiiiiiiii ittt ettt ee et eiiiieeaeeeeeeeeeeannnn 5
Reason for Assumed Return on the Investment of Gift Annuity Reserves .................... 5
Lower Cap on Gift ANNUIEY RALES .......eennueeiiiiitieiiiieeeteaiieeeeeeineeeeeeanneeeseannnes 6
Approval of a New Schedule of Gift ANNUItY RALES ..........eeeeeiiiiiiiiiiiiiiiiiiieeeeeeenns 7
GOOd NEeWS from NEW YOIK .....oueeieeiiiiiiiii ettt e et eeeisieeeeeeeeeeeeseeaanaannnnnnnes 7

Charitable Gift Annuities: The Complete Resource Manual Detailed Summary of Contents | Page iii

© Copyright 2023, PG Calc. All rights reserved. Revised October 2023



How Charities Actually Invest Gift ANNUILY ASSELS ....oviiiiiiiiiiiiiiii i ieieeeeiiiiiinaaas 7

Marketing Gift Annuities After the Recent Rate InCrease......ccovvviviiiiiiiiiiiiiiiiiiininnnnnnn, 8
Comparison of Gift Annuity and Commercial Rates ......ccoveiiiiiiiiiiiiiiiiieniiiieeeaennneenns 9

Gift Annuity Rates Are Gender NeULIQl..............oeeiiiiiiiiiiiiiiiieeeeeeieeeeeeiiiinnnas 10
Recent Adjustments in Gift ANNUIty RateS...cviiiiiiiiiiiiiiiiiiiii i i e eeaes 1
Analysis of Risk if a Charity Follows the ACGA RateS......ceveiueiiiiiiiniiieiiiieirneiieeeeennnns 12
Risk Of EXCEEAING ACGA RaAES .. uuuuniite ettt ittt ettt teeeeeeaieneeeaaaeaeeens 12
Effect of Timing of Returns on Projections ......ciiiiiiiiiiiiiiiiiiii i ieeeeiiiiiiiieeeeeeaans 12
Value of a Gift Annuity to the Charity......coooeiiiiiiiiiii e e eeaees 14
Appendix 1: Life Expectancies Based on 2012 IAR Table as of 2023.......cccevvvviiiiiiiiiinnn.. 21
Appendix 2: American Council on Gift Annuities (“ACGA”) Suggested Gift Annuity Rates ..... 23
Appendix 3: Historical Assumed Total Returns—Immediate Gift Annuities ...................... 29
Appendix 4: Historical Gift Annuity Rates—Immediate Gift Annuities ..............ccciieae.. 31

Chapter 4: Deduction Calculation & Payment Taxation

Immediate Charitable Gift Annuity, One Life—Completed Calculation .........ccceevveveeennnn 2
Immediate Charitable Gift Annuity, Two Lives—Completed Calculation ...........cccccevveennnne 5
Explanation of Calculations for Inmediate Charitable

Gift Annuities—One Life and TWO LiVeS...c..uueiiiiiiiiiiiiiii i it eeeeneeeeeannaeenns 8
Deferred Charitable Gift Annuity, One Life—Completed Calculation ...........ccoevvviiveennn. 1
Deferred Charitable Gift Annuity, Two Lives—Completed Calculation ............cccevvvnneenn... 13
Explanation of Calculations for Deferred

Charitable Gift Annuities—One Life and TWO LiVeS ....ciiiiiiiiiiiiiiiiiiiiiiiii i eeeeneeens 16

Program Operation

Chapter 5: Establishment & Administration of Program

Establishment of a Gift Annuity Program .......cceeiiiiiiiiiiiiiiiiiiieiiiieeeiieeeeanneeeaannns 1
Deciding Whether to Start a Gift Annuity Program ... ...cccoiiiiiiiiiiiiiiiiiiiiiiiiiiiieeeeeenns 2
Financial SErenGth ........nnne ettt ittt et eeeaeeeteinaeeaseseeeeeeeeesaannnnn 2
R [elal) i Lele Tl o] s Lo gl > 1o X - PP 2
Staff Person(s) Assigned to Gift Annuity Program ...........coeiiiiieiieieeeiiiiiieeiiiiinnnns 2
Actions by the Board of the Charity .....eeiiiiiiiiiiiiiiiii i i e e 3
Actions by the Development Office of the Charity .......ccooeiiiiiiiiiiiiiiiiiiiiiiiiiiiiieeeiaees 4
Administration of a Gift ANNUItY Program.......ooiiiiiiiiiiiiiiii it eeaanns 4
Execution Of DOCUMENES ... .uiiiiiiiiiiiii ittt ettt reeiieeeteanaaeeeeanneassanns 5
SIGNALUIE OPLIONS «.nnneeeeeetetteeeeeeeeeetieeeeeeeeeeeesannnnneeeeesssessssssssssnnnnnnnnnes 5
[R=felo] 0] 11=1 oo (o 1 o] o B 5
UL o] (=3 D o] 3 To ] P PP 6
Variance from Annuity Rate Schedule .......c.c.uviiiiiiiiiiiiii e e e eeeeees 7
Disclosure of INformation £0 DONOK ...c..uuueiiiiiiiiiiiii it eiii e reeieeeeeennneeseannns 7
Before the Gift Is COMPLEted. .......c..nnnnnnne i iiiieeiiiiiiiiieeeeeeeeessssesinnnnnnees 7
After the Gift Is COMPLELEd .........connnueeiiiiiei ettt eeiieeeaieeeeeenaeeeeeannneeeannn 8

Detailed Summary of Contents | Page iv
Revised October 2023 © Copyright 2023, PG Calc. All rights reserved.



Information Provided t0 AdmMiniStrator «..u.eeeeee ettt it iit et iteeeteeenreeenneeenneennns 8

Payments 10 ANNUITANTS ..uuiiiiiiii ittt ettt et ireeeeeeeeeseeeesnnnnnnnnnseeeeeeens 8
L7 =2 R (0T Y =12 o [N 8
JOINt-and-SUrviVOr ANNUITIES ... ..vvvinneeieiiii ittt eeeiiteereeanneeeeennnaeesessnneeeees 8
Revocable LiViNg TrUSE ISSUGS.....cuueeeeeeiiiieeeeeeeeeeeeeenninnesesesseeeessssssnnnnnnnnnees 9
Allowing the Charity to Keep the PAyments ..........cc.ueeeeeiuiieiiiineieeeiieeeeeenneeennns 9
Delaying First Payment Until New Calendar Year ...........cccuuiiiuiieeiiiiiiiiiieiiiiinnnnnns 9
Prorating Final PAYMENT ..........uueeeiiiiieiiiiiiiiieeeeeeeeeeeeseeessinssssseeseseeessssnnnnns 10
Payment of INCOrreCt AMOUNL..........uueeieeiiteeeeiiieeteetieeeeeaneeereeaneeeeeanneeeeanns 10
[R0={elo] 0] 111=] oo (o1 o] o H PP 1

TaXation Of Payments ..ottt ettt eeeeeeeeeeeeeeannnnsesaeeeeessesasannnns 1
Annuities with an Annuity Starting Date in 1987 or after..........c.cceeviiiiiiiiiiiiinennn.n. 1
Annuities with an Annuity Starting Date before 1987 ........eeeeeiiiiiiiiiiiiiiiiiiieeennnn. 12
Deferred Gift ANNUILIOS ....vueeetiiieieiiiiiiiiiiieteteeteeeeeennnirnsseeseeseeeesssssnnnnnnenes 12

Reporting Capital Gain When the Annuitant Is Someone Other Than the Donor-................ 12

L1 2 o U = S PPN 13

DIVOIrCING ANNUITANTS .« e ttttitiiiiii ittt ittt e e e e ee it rreeeeeeeeeeeaessnnnnnnnnsessesseeeens 13

MISSING ANNUITANTS ..ottt ettt et eeeeeeeeesaennnnnnnnennnneeeeeessssssssannnns 14

TaX Reporting ReQUINEMENES. ...t i i ittt iieteeeeeeeeeeeeeeeeneennnnnneseessessesesennnnnns 14

State Reporting ReqUINEMENTS. . oiiiiii it eeeee e it iiieeeeeeeeeeeeasssnnnnnnnnnnnnes 16

Accounting Standards for Gift Annuities Recommended by the Financial Accounting

Standards Board (FASB) ....uviiiiiiiiiiiiiiiiiiiiit ittt teeeeeeaiireeeeeeeeeeeeeeasnnnnnnnneseeeees 17

Investment of Gift ANNUITY ASSETS .oiinnnniiiiiiii it eeiiieeeeieeeeeaneeeeannneeeeaaannns 20
State Requirements Regarding Investment Of RESEIVeS........ccuuuuueiieeeiiiiiiiiiiiiinnnnns 21

Death of ANNUITANT ....ooini i ettt et eeeneeseenanaeesanns 22
A0t ele 11 Lo IS 22
Death of SOle ANNUILANT ......oooiiiiiii it e ettt ettt teeeeeeeeaeeeeeainnaaaes 22
Death of Annuitant Survived by a Successor ANNUItANEt .........ccoeeeeeeeeiiieneeniiiiinnnnns 22
Death of the Final ANNUIEANT ...ttt ettt ieeeeeeeeeeeeeeeeaaannnnnaes 22
Return of One or MOre PAYMENTS. ..........uuuuuiiititetiiitiieiiiiiiieeeeeeeeeteeeeeaiiinnnnaes 22
Information Provided to the Donor’s Personal Representative..........ccccceviiiiiiiiinnnnns 23
Death Prior to End Of Life EXPECLANCY .....uuueeeeieieeeiiieeieeeieeeeeaieeereennneeeeeannes 23
Revising and Maint@ining RECOIAS ...........uueuuiiiiiiiiiiiiiiiiiiiiiiieeeeeeeeeeeeeaiiianeaes 24

Expenditure of Annuity Contributions .......cooiiiiiiiiiiiiiiiiii i i i eeaas 24

Making Payments When an Annuity RUNS DIy ....cooeiiiiiiiiiiiiiiiiiiiii i eeeiieeeeenaes 25
Possible solutions when a specific annuity runs dry ........eeeiieeiiiiiiiiieeeeeeeeiieeannnn. 25
Possible solutions to implement before any annuities run dry...........ceeeeeeeeeeiinaannn.. 25

Appendix 1: Sample Resolution Establishing a Gift Annuity Program .............cccoeeviiniinnn. 27

Appendix 2: Sample Charitable Gift Annuity POlUCIES ....ceviiiiiiiiiiiiiiiiiiiiiiii e 29

Appendix 3: Agreement Signed by Charity Only .......ccceeeeiiiiiiiiiiiiiiiiiiiiiiiiiiieeeeeaannns 31

Appendix 4: Gift Annuity Application FOrmM .......ciiiiiiiiiiiiiiii it eeiiieeeereeeeennaes 35

Appendix 5: Agreement Signed by Both Charity and Donor ........ccoviiiiiiiiiiiiiiiiiiiiiinnn.. 37

Charitable Gift Annuities: The Complete Resource Manual Detailed Summary of Contents | Page v

© Copyright 2023, PG Calc. All rights reserved. Revised October 2023



Appendix 6: Addendum to Annuity Agreement When Donor

ACCEPLS @ LOWET RaAlE ..ttt ettt ettt et e e eeeeeeannnnnneeeeessssssecannnns 41
Appendix 7: Sample Letter Directing That Annuity Payments

Be Made to a Revocable Living Trust «.o..uueeeirriiiiiiiii it eeiiieeeaeneeeeeennneeeaannn 43
Appendix 8: Sample Letter Regarding Funding a Gift Annuity with

Assets in the Donor’s Revocable Living Trust......eeeeeieeiieriiieeiiiiiiieeeeiieeeraeneeeeeennnes 45
Appendix 9: Sample Letter Instructing Charity to Retain Annuity Payments .................... 47
Appendix 10: Sample Letter Regarding First Payment Deferral........cccovvviieviiiiiiiiiinn.. 49
Appendix 11: Sample Letter Alerting Annuitant(s) to Upcoming Change

In Taxation of ANNUILY Payments ... ..uueieeitiiiiiiiiiiiiiiiiiiieeeeeeteeeeennnnnnnneeeeeeeeeeeens 51
Appendix 12: Sample Letter Accompanying IRS Form 1099-R......ccoviiiiiiiiiiiiiiiiiennnnnns 53
Appendix 13: IRS FOrm 1090-R ... ittt et ettt i iieeeeeeeeeeaaaaannnns 55
Appendix 14: IRS FOrm 1096 ......uuiiiiiiiiiiiiiiiiiiiiiiiiietttteteeeeeeaninsseeeeeeeeeeesasannnns 59
Appendix 15: Sample Letter to Personal Representative Regarding

Additional Deduction for Unrecovered Investment in Contract..........coovviiiiiiiiiiiiiiinnne. 61

Chapter 6: Annuity Agreements

One Life—Donor is ANNUITANT ...oiiiiiiiiiiiiiiiiiiii i ettt ettt e et eeeaeeeeaaeaannnnaaas 3
One Life—Donor is Annuitant (Payments are Deferred) .....ccoviiiiiiiiiiiiiiiiiiiiiiiiiiienans 6
One Life—0One of the Donors is the Annuitant, Funded with

Jointly-owned or Community Property (Immediate Payments) ......cccovviiiieieiiiiiiiiiinnnnnnn, 9
One Life—0One of the Donors is the Annuitant, Funded with

Jointly-owned or Community Property (Payments are Deferred) ........ccoevvvviiiiiiiiiiinn.. 12
One Life—Donor is Not the Annuitant (Immediate Payments)......cccevveiiiiiiiiiinnienennnnnnn. 15
One Life—Donor is Not the Annuitant (Payments are Deferred) .......c.ccovvviviiiiiiiiennnnnn. 18
One Life—Neither Donor is Annuitant, Funded with Jointly-owned

or Community Property (Immediate Payments).....ccoueeiiiiiiieiiiiiiiiiiiiiiieieeiiieeeeennnes 21
One Life—Neither Donor is Annuitant, Funded with Jointly-owned

or Community Property (Payments are Deferred) .......ccoeeviiiiiiiiiiiiiiiiiiiiiiiiiiiieeeannnes 24
Two Lives—Joint and Survivor, Funded with Jointly-owned or

Community Property (Immediate Payments) .....cooueeiiiiiiiiiiiiiiiiiiiiiieeeiiieeeeeeaneenns 27
Two Lives—Joint and Survivor, Funded with Jointly-owned or

Community Property (Payments are Deferred) .......covviiiiiiiiiiiiiiiiiiiiieiiiieeeeannnenns 31
Two Lives—Joint and Survivor, Funded with Donor’s

Separate Property (Immediate Payments) .....ceeeeieiiiiiiiiiiiiiiiriiiieeeeieeereennneeens 35
Two Lives—Joint and Survivor, Funded with Donor’s Separate Property

(Payments are Deferred) ..ottt ettt 38
Two Lives—Joint and Survivor, Donor is Not an Annuitant (Immediate Payments) .............. 41
Two Lives—Joint and Survivor, Donor is Not an Annuitant (Payments are Deferred) ........... 44
Two Lives—Joint and Survivor, Funded with Jointly-owned or Community Property,

Donors are Not the Annuitants (Immediate Payments).......ccoovveeeiiiiiiiiiiiiiineieniineennnns 47
Two Lives—Joint and Survivor, Funded with Jointly-owned or Community Property,

Donors are Not the Annuitants (Payments are Deferred) ......cccevviiiiiiiiiiiiiiiiiiiiiinennnnn. 51
Two Lives—Successive Interests, Donor is the First Annuitant (Immediate Payments).......... 55

Detailed Summary of Contents | Page vi
Revised October 2023 © Copyright 2023, PG Calc. All rights reserved.



Two Lives—Successive Interests, Donor is the First Annuitant (Payments are Deferred) ....... 58

Two Lives—Successive Interests, Donor is Not an Annuitant (Immediate Payments) ............ 61
Two Lives—Successive Interests, Donor is Not an Annuitant (Payments are Deferred) ......... 65
Two Lives—Successive Interests, Funded with Jointly-owned or
Community Property, Both Donors are Annuitants (Immediate Payments).............c.......... 69
Two Lives—Successive Interests, Funded with Jointly-owned or
Community Property, Both Donors are Annuitants (Payments are Deferred) ................... 73

Two Lives—Successive Interests, Funded with Jointly-owned or

Community Property, One of the Donors is the First Annuitant.

The Second Annuitant is a Non-Donor (Immediate Payments) .....ccovviiiiiieeiiiiiinnnnnn. 77
Two Lives—Successive Interests, Funded with Jointly-owned or Community Property,

One of the Donors is the First Annuitant. The Second Annuitant is a Non-Donor.

(Payments are Deferred) ..o e ettt 81
Two Lives—Successive Interests, Funded with Jointly-owned or Community Property,
Neither Donor is an Annuitant (Immediate Payments) .....cccveeiiiiiiiiiiiiiiiiiiiiiiiiiieeeenn. 85
Two Lives—Successive Interests, Funded with Jointly-owned or Community Property,
Neither Donor is an Annuitant (Payments are Deferred) ......ccceeviiiiiiiiiiiiiiiiiiiiiiieennnn. 90

Chapter 7: Transferring Assets & Executing Agreements

BLE N (S g (=3 ] PP 1
(6L 1 P 1
PUBlCly-traded SECUITEIOS. .. .uue ettt tiieee it iiiiiieeeeeeeeeeeeeeeeiinassaeeseeeseeessannnns 3
Xy g (o =0 Y=ol U 1 (=T N 7
(01 (oX =1 VA 5 [ Lo N 1o Tol QP 8
= L 1 o 1 =2 8
Tangible Personal ProOPeIrtY...........eee e eeeeiieetieeiiteeeeeiineeeeeesaeeeessnnseeesesnnneens 9
(00100 0 p =7 ex (o LYo g1 1 L=t 9
SAVINGS BONAS ...ttt ettt ettt eeeteeeetiaeeaeeseeeeeessssnnnnnnnnseees 10
REtirement FUNCS .......cuuuetiiii ittt ettt e et e eaeeeeneeeenaesenneeennaenns 10
Lif@ INSUMANCE ...ttt ettt ettt ettt et et e e e e eeteaaeaeeeeeeeseennnnnnnnnnees 1
CrYPEOCUITENCY .« ettt ettt ee ettt ettt aaeeeeeeeeeeaesesnnnnsassssesseeeesssssnnnnnnnnenes 1

o T ol U [T Ve =TT 41T R 12
WHhO Signs WHat WHEN.......coinniiiiiii ittt ettt et e e eaeeeeeenaeeseeannneens 12
ElECtroNiC SIGNALUIES ......uneteeettteeeeeeeetiieiiiaesaeeeeeeeessssesnnnsssssseseeesessssnnnnn 13
Donor Dies Before Agreement is Signed ..........cc.ueeiiiiiieiiiiiieieiiiieereeiineeeeeannns 13
When to Prepare the AGreement ...........eeeeiieeeiiiiiteeeiiieereeeieeeeeeanneereeennneees 14
What to Do If Assets Are Transferred on Two or More Different Days.............ccccce..... 14

Chapter 8: Disclosure Requirements

State-imposed REQUITEMENTS ....iittiiiiit ettt teeieeeeeaneeeeaenneeeeeennneeesesnnneannns 1

The Philanthropy Protection Act of 1995, .. i it et eaaans 1

Possible Additional Disclosure Requirements Attributable to the

Gramm-Leach-Bliley ACt.....uiiiiiiiiiiiiii i it ettt ettt e eeeeaaaeeeeainanaaas 2
Charitable Gift Annuities: The Complete Resource Manual Detailed Summary of Contents | Page vii

© Copyright 2023, PG Calc. All rights reserved. Revised October 2023



o 1T oY I S 3
Appendix 1: Sample Gift Annuity Disclosure Statement........ccooviviiiiiiiiiiiiiiiiiiiiiieeeeennnns 5
Appendix 2: Philanthropy Protection ACt of 1995 ......iiiiiiiiiiiiii e 7

Chapter 9: Tax Information for Donors

Appendix 1: Cover Letter to Donor after Completion of Gift Annuity........ccceevvvviiiiiiinn... 3
Appendix 2: Summary of Accounting and Tax Information ........c.cccovviiiiiiiiiiiiiiiiiennnnnn,. 5
Appendix 3: Applicable Federal Midterm Rate Election........ccoviiiiiiiiiiiiiiiiiiiieannn, 1
Appendix 4: Completed Summary of Accounting and Tax Information ............cccovvvinaa... 13

Chapter 10: Reinsurance

Comparison of Benefits of Self-insuring and ReINSUIMNG.......cevviiiiiiiiiiiiiiiiiiiieeeieenns 2
XY 0 1] o] o o] £ -3 PPN 2
Comments on ComParisSON CRAIES .........uueeeeeetiitiiiiieiiiiiiiiieeeeeeeeeeeeesssssinnnneenaes 4
Advantages and Disadvantages Of REINSUIANCE .........c.ueeeeeiiueeeeeeieeeeeeanneeeeeennneens 1
Advantages and Disadvantages of Self-iNSUranCe.............c.c.eeeeeiiiiiiiiiiiiiiiinnneeeennnn 14

COSt Of REINSUIANCE .. .vtiiiittiiiii ettt ettt ettt et eeeaeeeseennnaessennnneens 14

Selective REINSUMANCE .....uiit ittt ettt e et e eeeeeeesenneeannens 14

Tax Implications Of REINSUIANCE .. .uuuiiittttiiiiiiiiiiiiii ettt ttteeeeeaiiaaeeeeeeeeseeeseaannnn 15

Reinsurance Contract with a Term-certain Option ......ccciiiiiiiiiiiiiiiiiiiiiiiiiieeeeeenns 16

Effect of Reinsurance on Disclosure RequiremMents ....oovuueiiriiiieeeriieeereennneeeeeenneeeennns 17

Effect of Reinsurance on Reserve ReqUIremMENtS. ...oiviiiiiiiiiiiiiii i iiieiiiiiiiiieeeeeeanns 17
Y g 1 LY KON 17
(00 1) o) o ] (o DO 17
(o [ [ [ N 17
211 17
T Y/ Lo 1 To PP 18
Lo [T 02 1 =2 18
INEW JOISOY. .. eiiiitteteiiiiiiteettteeeeeeeeeentiaeeeseseeeeesssssssnnnsssssssessseesessssnnnns 18
A =2 (o 18
[\ Lo o g I 0 o1 0o s L P 18
(040 1o 1 2 o 18
(=) TRt 18
PennSYIVANIA. .....coiiiiiiiiii ettt ettt eee e e et eteeeeeeeeeainaeeassseeeeeeeannnnn 19
TONNESSEO ..ceevttitiiet ettt ettt ettt ateeteeaateesetnaaeeseenntessesnnseesesnnnnasns 19
e 1] 1o e o P 19

Administration of Reinsured Gift ANNUITIES .....uviiiiiiiiiiiiii e 19

Gift Annuity Agreement for Reinsured Gift ANNUILY ...oovviiiiiiiiiiiiiiiiii e 20

Marketing Reinsured Gift ANNUILIES .....veierriieiiiiiii e eeiieeeeeeenneeeeeannnes 20

UNbundling Gift ANNUITIES «ooiiiiiiiiiiiiiiiiii i ittt ettt ettt et eeeeaeeeaneeaaaaeeeeann 20

Reinsured Gift Annuity Combined with Life Insurance ........cceeviiiiiiiiiiiiiiiiiiiiiiieeenn. 21

Appendix: Gift Annuity Agreement with Reinsurance Paragraph............ccoooviviiiiiiiian. 23

Detailed Summary of Contents | Page viii
Revised October 2023 © Copyright 2023, PG Calc. All rights reserved.



State Regulations

Chapter 11: Regulations Regarding Issuance of Gift Annuities

FiliNg REQUITEd. ...ttt et ettt ettt et e eeeeeeeeeeannaeeseannnneeeannnenesnnns 1
N Y N0 A =T a |1 =T« PP 1
When a Charity Must Comply with the Regulations of a Particular State ......................... 2
Potential Regulation of Gift Annuities Under Securities Law........ccovviiiiiiiiiiiiiiiiiinnennnn. 3
A - 1T T 3 - PPN 3
A - 1 2 PP 5
L g 0] - U PPN 5
A KNS AS ..ttt ettt tttee ettt eeeeeeeeeeeeeaanaaaaaaaaaeeeeeesessesennnnnssssssesesessssssnnnnns 6
(0= 111 0] o 11 - W PP 7
(00] (o] =T [o 1S PPN 8
(@0 73T oY ot ol 1 | 8
DT - 1 = PP 9
District of ColUmbia. . .ceneneei i i ettt et e e aeeeeeeanaeeeaannnaaeeanns 9
(o) T - T 9
LCT=To] ' - PP 10
= 17 1 1
T =T J 12
11T 13 PP 12
1T )= 3 - PP 12
[0 177 P 13
1 1 1= 1 PP 13
A= 10 Y/ 13
[0 U} £ - L T 13
LT 11 = PPN 14
LT T Y7 €= 2 T 14
T T ol U Y= o PP 15
) el a1 == 1 o T PP PPN 15
L T ] = PPN 15
L T3 £5] ] o S PP Pt 15
£S5 10 o PP PPN 16
0 1= - W PPN 16
1] o] = ] - U 17
N[V Ua - PP 17
NEW HamPShire ...ttt ettt ettt eeeaateeeeannaeeeaannneesesannneeennns 17
N LY LT Y= 18
NEW MEXICO 1 uttttttttttteeeeeeeiiiieeeeeeeeeeeeeeesnnnnsnsssseeseseessessnnnnnnnnssssssseeenns 19
N[ (o] PPN 20
N[ o T Y o T T P 21
N [oT T D =1 (e - 22
Charitable Gift Annuities: The Complete Resource Manual Detailed Summary of Contents | Page ix

© Copyright 2023, PG Calc. All rights reserved. Revised October 2023



L0 7 =1 0o 3 - N 23
L0 1= (o) o 23
L] 0 03 7 1) - U P 24
R o Ta L= S - o T 26
Y011 1 T O Vo - 26
NYo101 1 [ D7 (o] - W 26
TS 26
5= 27
U] - I PPN 28
A< 127 28
A1 =3 131> 29
L2 3 1) 7= o o T PPN 29
LA LR A A 11 1) - PP 30
R AT o 31 31
R0 L1211 = PPN 31
Appendix 1: State Regulatory Categories ..ouveeeeriiiiiiiiiiittieeeeiiiiiieeeeeeeeeeeeeaaannnns 33
Appendix 2: States by Regulatory Categories .....cvveeiuiiiiiiiieeiiiiiiieeeeiieeereeneeeeeennnes 35
Appendix 3: Alabama Gift Annuity Disclosure Statement.........ooviiiiiiiiiiiiiiiiiiiiiiiiiann., 37
Appendix 4: Arizona Gift Annuity Disclosure Statement ........covviiiiiiiiiiiiiiiiiiiiiiiieeennn, 39

Chapter 12: Agreement Requirements

Filing Agreements With the STates .....ccovieiiiiiiiiiiiiiiiii i i i eei e eeneeeeeanas 1
Requirements Incorporated in Base AGreements ...ocviiiiiietiiiiiiiiiiiiiiiieeeeeeaanns 2
Property Transferred—Payment INterval.............ccouueiiiiiiiiiiiiiieeiiiiiiieeeeeiieeeeanns 2
PAYMENE Of ANNUILY ...ttt ettt ettt ettt eeeeeeeaiaaaaaeseeeeeeeeeeannnnnn 2
Age(s) and Sex Of ANNUITANE(S) ...uuueeeeeeeettiiietieiiiiiiiieeeeeeeteeeeeeesaninnssseeeeeeeeans 2
=2 .01 T 1 [ 2
L0 =1 0] Lo e e 3
DONOE SIGNALUIE ...ttt ettt ettt ettt teeeaaeeessasaeeesseeesessssnnnnnnnnes 3
SIGNALUIE DALE LiNE@.....ueeeeeiieeiteteeeetiiiieeeeeeeeeeeeessssnnnnnseessseeessssssssnnnnnennnes 3
FOrm and Serial NUMDEIS.........cuennnneeiiiiiiiteeiitteeiieeeeeianeeeeeennneeeeennnaeeeennns 3
Requirements Included Only in Specific State Agreements......c.ccevviiiiiiiiiiiiiiiiiiiieeeeeennn. 4
Property TranSfOrred ............ueeeeeiiieeeeteiiteeeiiieeeteeaieeeeeerneeeeeesnnsesessnnnseeenns 4
PAYMeENt COMTEOCLION «...unnnneeeeeet et ettt ettt et eeeeeeeeesseeeeennnnaeeeeeassssssseaannnns 4
Reasonable Value Of BENEfits ....cuuuieiiiiiiiietttiiieeiiiiiiiiisteeeeeeeeeseseesiinnesaees 5
|22V oTalo L fo) g I e g o0 (o PP 5
Uses and PUIPOSES Of GIftS ..ueeeeuuuiiieiietieiiiteeeeiieeereennneeeeeenneeeseeannneseesnnnees 6
State Specific DisCloSUre LANGUAZE ...........uuuueeeeetiiiieeiiiiiiiieseeeeeeeesssesessinnsssans 6

Detailed Summary of Contents | Page x
Revised October 2023 © Copyright 2023, PG Calc. All rights reserved.



Addendum—Variance from Annuity Rate Schedule..............c.c.ccooiiiiiiiiiiiiiiiiiiennnnnnn. 7

Jointly-owned or COMMUNIEY ProPertY .....oeeeieiieiiiiiiiieeettttteeeeeeaininnneseeeeeeeeens 7
Tax Credit—Montana and North DAKOta@.............cceeviieiiiiiiiiiiiiiiiiiiiiiiiieiiieenanen. 7
Appendix 1: State Agreement ReqUIrE€MENTS ... eeeaeeaas 1
Appendix 2: FOrmM NUMDEIS . ...ttt ei ittt eeeteeeeeeanaasaeeeeeeseeeesesannnns 15

Chapter 13: Reserve Investment Regulations

Y 1 1 7= T PP 3
L0811 ] o ) - L N 4

Investment Rules for ReQUIred RESEIVES.........uuuuueeieiiieeiiiiitieeeiieeeeeenaeeeaennnes 4

Possible Exemption from Investment ReStriCtionsS..........eeeeueeeeiiiieeerienineereeeneeeennns 5

Withdrawal of Money from the California Gift Annuity Trust Account.............ccceeee.... 5
0T T P 5
1T 1 6
L 17/ = 12 T PP 7
NEW Ham DS e ettt e i ettt et et ettt eeeeaeeeeeaaeeeeaannneeeeennneesennnes 7
N W J B S et ttttttttiieieieeeeeeeeeeeeeeannnnnneeseeseeseeeseessassansnsssseseeesessssssssnnnnnnnnnnnns 7
NEW YOTK .« eeetititit ettt et ettt ettt et et e aaeeeeeeaaeeseenanaessesnneesessnnaassanns 7
LS LTS 8
B2 ] 1] 171 oo P 8

Chapter 14: Annual Filings

General Overview of State ReqUIremMENtS ......ueiiiiiiiiiiiiiiiiiiiiiiiiieeeeeeeeeeaaanrnneeeeeess 1
NON-gift ANNUILY FEGISEIALIONS. .. ..eennee ettt ettt eeeeeieeeeeeaneeeeeennneeeeennneeeeenes 3
L T 63 PPN 3
State-by-State ReqUIrEMENTS ..oiiiiiiii i ittt e ettt eeeaaaenenennnnanaaes 3
Y Lo 0T 1111 PPN 3
ATKGNSQAS. ...ttt ittt ettt ettt et et aaaeeeeeeteaeeeeasnnssssseeeeeeseennnn 3
(0010 o] ] (o D PPt 4
(o o [ [« [ PP 5
(=0 =] 1o Bt 5

L (o PPt 6

1T 1Y Lo [ Vo I PN 6
e o [T 0] 01 1 =2t 6
INEW JOISOY. .. eiiiiieeeeitiiiitteeeteteeeeeeeeattnaaesseseeeeesssssssnnunsssssssessesssssssnnnnns 7
= (o] o PPN 7
Ao g I D o 1 o o P 8
(0001 To] 11T P PPt 8
TONNESSEE ..« eeeeeeeeeeeeeeeeeeeeteeetteeeeeeeeeseeeeennnnnaeeeeeessssssssesnnnnnnnnnsesesssssssenns 8

L K 111 =] o) 9
Appendix: Arkansas Certification FOrm.....coviiiiiiiiiiiiiiiii ittt eeeeeaaas 1
Charitable Gift Annuities: The Complete Resource Manual Detailed Summary of Contents | Page xi

© Copyright 2023, PG Calc. All rights reserved. Revised October 2023



Marketing
Chapter 15: Marketing Gift Annuities

Ll o [ T o o P 1
| L0 T /0] o To X 1 o o PP 2
SUPPOIt fOr tRE PrOGraM .....coiiiiiiiiiii ittt eteeeeeeeeiiiinseeseeeeeesssssssnnnnnnnnnes 2
How to Create an Effective Marketing Program ............c.eeeeeiiueeeeiiineeereenneeenennnns 3

Establish the ObJeCtiVeS «ooiiiiiii i e et e ettt e et et aeaaeeeans 3
EXAMPLE ODJOCEIVES «..nnnntettttteeeeeteeiiiiiieeeeeeeeeeesesssssnnnsssssssseesessesssnnnns 4
Tips for Developing ODBJECEIVES ......cueeueeiiiiiiettteeiieeeeeaieeeeeeseeeeeeanneeeeeennnneens 4
(8]0 X [0 (=7 g 11 [0 -0 N 5

D= (eI o g TR o - L= = 6
The Gift ANNUILY AUGIENCE .....nneeeiieiieieeeiiee e eeeiieeeeeaneeeeeesnaeeeeeanneeeseeennneens 6

Immediate Gift ANNUItY AUAIENCE .......nnnn ittt eeteaaaaannas 7
Older Individuals Who Want the Security of Predictable Payments..................... 7
Individuals of Any Age Who Want to Provide for Someone Else Who is Older.......... 7
Individuals Who Want to Live in Their Home and Receive Life Payments.............. 8
Donors Interested in Establishing a “Virtual Endowment”

DUIING TREIE LifOtimes ... .uuueeeeiiittiiiieiiiiiiiiiieeeeeeeeeeasessnninsesssseeeeeseennns 8
Deferred Gift ANNUItY AUGIENCE ........coeiiineeiiiiiii it eeiiieeeiiieeeeaennneaens 9
Individuals Who Want to Establish a Supplemental Retirement Plan ................... 9
Retired Individuals Who Want a Deduction Now But Do Not Need

Payments UNEil LALOI ........o.uuueeiiiiie e iieiiieeeeiieeeeeeieeeeeennneeeeeanneeeeeannnens 9
Flexible Gift ANNUItY AUGIENCE ....cc.nnneiiiiiiie it ie et eeeieeeeeesiaeeeaannnes 10
Individuals Who Want to Establish a Supplemental Retirement Plan

But Are Unsure When They Will REtire.........uuueiueeiiiiiiiiiiiieieiiieeeeennnneenn 10
Commuted Gift ANNUILY AUAIENCE......cccnnuueiiiiii ittt ieeiiieeeeiieeeeeeannnaens 10
Individuals Near or at Retirement Who Want to Fill a Gap in Income ................. 10
Individuals Who Would Like to Assist a Family Member with College Expenses...... 11

S EST =T o PPN 1
MESSAZING TROIMES ...ttt ettt ettt e e e et teeeeeeeeeaasanneeaaaaeeenns 12
=1 .00 1] L 3N 12
=T To N CT=] =1 o1 [ ) o N 12

Prospecting via dat@ MiNiNgG ........cceueeiiiiiiutieiiiittiiiiitereeiaeeereannneeseennnes 13
=3 =2 e L E S PPN 13

(STl (=R T - Tot [ of PP 13
The FOUr Ps Of MArKeting .....c..uuueiiiiiitiiiiiiittteiiteeeaiaeeeeesineeeeeennaeeeesnnnneenn 13
Marketing TEChNIQUES .......connnueiiiiiiie ettt eeeeieeeeeetnneereeanneeeeeennneeeeeennneens 15
Execution RecOMMENAALIONS ......covuuuuieriiiititeiiiietetieiietereiaieeereeanneeseeannnaeesns 21

Detailed Summary of Contents | Page xii
Revised October 2023 © Copyright 2023, PG Calc. All rights reserved.



Marketing Strategies for an ACGA Rate Change .......c.eviiiiiiiiiiiiiiiiiiiiiiiiiiiiieiiieeeeanns 23

Strategies for communicating the rate ChAnNges ..........coiiiiiiiiiiiiieeieeieeeeeeiiiiinnnnns 23
ACGA Rate Increase Self-Mailer Announcement ...........c.cceeeiieeiiiiiinneereennneennnnn 24
Communicating with existing CGA dONOIS ......cceuuueiiiiiieiiiiiiietiiieereeannnaens 25
Prospecting for Qift GNNUIEANES........oouiiiiiiiiiiiiiiiii i tteeeeeiiiiieeaeeeeeenn 25
The bigger impact of @ rate ChANge ..........ceeeuueiiiiiiiiiiiiiiiiiiiiiiiieeiiiineenanns 25

Marketing Gift Annuities After the Recent Rate INncrease.......cooiviiiiiiiiiiiiiiiiiiiiiiiiinnnnn, 25
Marketing Reinsured Gift ANNUITIES ..ooiiiiiiiiiiiiiiiiiiiii i i i ettt e e eeeeeeaaaaannnns 25
Using Gift Annuities in Blended GiftS.....ooueiiriiiiiiiiiiiii it eerieeeeneeeeanns 25
Gift Annuity Marketing EXamples ..ooiiiiiiiiiii i ettt e e ee et e eeeiieaaaas 28

POSECAITS ..cvveeeeiiie ettt ettt ettt ettt ettt eeesanaessesnneeseennaessenns 28

Print NEWSIOEEOL «...c..ueenne ittt ettt ettt ettt et e e et eenaeeenneeeannes 36

Y= 1 o1 U= o PP 41

Letter Package - Personalized IlUSEration ...........eeeiiiiiiiiiiiiiiieeeeeeeeeeseeeninnnnnenns 48

Advertisements in an Organization’s own Publications............cccccvveeiiiiiiieiinnnnnnnnn. 49

o L =] gl £ =] O 52

o 1 N 54

Measure, Report, REfiNE ..ottt et et eeeeeeeeeeannaaeaaannnes 57

=T K1 = PP 57

2 0=1 0o o PPt 57

0 1 L2 59

Appendix 1: INQUINY FOImM ...ttt ittt tee e e e eiiiaaeaeeaaeeeeesesannnnn 61
Appendix 2: Comparison of the Markets for Gift Annuities and
Charitable Remainder ANNUILY TrUSTS. ..ttt ettt eeeaeeeeeniinneaaaas 63
Appendix 3: Comparison of the Markets for Gift Annuities and Pooled Income Funds ......... 65
Appendix 4: Emphasis on the Gift ....ccuiiiiiiiiiiiiiiiii it r i e eer e eeennaes 67
Applications
Chapter 16: Possible Funding Assets
Gift Annuity Funded with Real Estate ....coouueiiiiiiiiiiiiiiiiiiiiiiii e e e eeeeeeees 2

Strategies to MiNIMIZE RiSK ......cuiiiiiiiiiiiiiiiiii et ttteeeeeteiiireeeeeeeeeeeesssesnnnnnnes 2

SUMMAIY Of OPLIONS. ..ottt etii e teeiieeeeearaeeeeeernaeeeesnneeeeesnnseeeesnnnes 7

Other Risk CONSIAEIALIONS ...ttt ettt ettt et eeaeeeeeaaaneaeeeens 7

ot Y= oS 7

Gift Annuity Funded with Mortgaged Real Estate........ccovuiiiiiiiiiiiiiiiiiiiiiiiiieeeeneeens 10
Gift Annuity Funded with Depreciated Real Estate.......ccccvviviiiiiiiiiiiiiiiiiiiiiiiiieannnenn. 10
Other Payments for Property ..couiiiiiiiiiiiiiiiiiiiii ittt e et iiirreeeeeeeeeaeeeneninnnaaaaes 14
Gift Annuity Funded with Tangible Personal Property ........cccoviiiiiiiiiiiiiiiiiiiiineannnnnn. 14
Charitable Gift Annuities: The Complete Resource Manual Detailed Summary of Contents | Page xiii

© Copyright 2023, PG Calc. All rights reserved. Revised October 2023



Gift Annuity Funded with Gold and SilVer ........eiiiiiiiiiiiiiiiri ettt eciireeeas 17

Tax Implications of Contributing Gold and Silver Investments ............cccvvviiuvnnennnnnn. 17
Gift Annuity Funded with a Life Insurance POliCY ......covveieiiiiiiiiiiiiiiiiieiiiieeenneenns 18
Non-charitable DiSPOSILIONS ......cuuieiieiiiiii ettt tteeeeetiiiiiaeeeeeeeeeeseseeninnnnnnnes 18
(01 o T 1 0 L= € ) 18
REV. RUL. 2020-5.......ueenneiit i e ettt ettt ettt et e eaaeeenaeeenneenns 20
Alternative t0 GIVING POLICY .........uueeiieiiiiiiiiii ittt ettt et eeiiiiaaaaeenn 20
Gift Annuity Funded with a Commercial ANNUItY ...ovviiiiiiiiiiiiiiiiiiiii i eeeeeiiiiieeees 20
Gift Annuity Funded with Savings BONdS .......coeiiiiiiiiiiiiiiiiiiiiii i eeiii e e naeeens 22
Gift Annuity Funded with Retirement Plan AsSetsS.....ciiiiiiiiiiiiiiiiiiiiiiiiieiiiiiiiiiiieaaas 23
Lifetime Gift Annuity Funded With IRA ASSELS.......cuiiiiiiiiiiiiiiiiieeeeeeeeeeeniiiinnnenns 23
Other Ways to Make Lifetime Gifts Using Retirement Plan Assets...........ccccevvuveeennn. 27
Testamentary Gift Annuity Funded with Remaining IRA ASSets .........ccuiiiiiiinnnennnnnn. 27
PrOCOAUI® .....uvennneee ettt ettt ettt ettt e e eeaaeseaaeeeaneesaneesennens 30
Testamentary Gift Annuity Funded with Other Retirement ASS€tS .........cccvvvuuvveennnnn. 30
Gift Annuity as the Equivalent of a Stretch IRA ... ..ot 30
Gift Annuity in Connection with a Roth IRA Conversion ......cccoiiiiiiiiiiiiiiiiiiiiiiiiiiiieeens 31
Gift Annuity Funded with Closely-held StOCK .......viiiiiiiiiiiiiiiiiiiiiiii it ieeeeeeiiiiieeees 31
Gift Annuity Funded with a Partnership or LLC Interest .......ccovvvieiiiiiiiiiiiiiiieeinennnnnnn. 32
Gift Annuity Funded with Assets Needed by the Charity .....ccoviiiiiiiiiiiiiiiiiiees 34
Gift Annuity Funded with a Conservation Easement .....coiiiiiiiiiiiiiiiiiiiiiieiiiiiiiiiiiieeeees 34
Gift Annuity Funded with CryptoCUITENCY .....eiiiineiiiiiiii i eeiiiieeeeieeeeeeanaaaens 34
Taxation of Qifts Of CrypPtOCUITONCIOS .....uueeiiiiiiiieiiiiiieeeeettteeeeeeaiiinaseseeeeeeenn 34
Managing RisK t0 the CRAITTY.........eeeeeeeiiiiiiieiiiiiiiiieeteetteeeeeeerrrnneneeeeeeeeess 36
Gift Annuities Funded with Other Commodities, such as Crops .......c.ceevveieeiiiineeereennnnnn. 36
Gift Annuity Funded with Assets in a Donor Advised FUNd ........covviiiiiiiiiiiiiiiiiiiiiinnnns 37
What to Report on FOrm 8282 ....vviiiiiiiiiiiiiiiiiiiii ittt ee e ettt it iieeeeeeeeeeeeesasanannnns 37
Appendix 1: Gift Annuity Agreement Funded with @ QCD ......ccceiiiiiiiiiiiiiiiiiiiiiiiiienns 39
Appendix 2: TaxX INfO SUMMAIY ....uueiiiiiiiiiiiii it e ettt et eiiiieeeeeeeeeeeeeeannnnn 51
Appendix 3: Private Letter Ruling 200230018 ... .uuuuiiieeetetterireeeeiiiiineeeeeeeeeseesaaaannns 53
Appendix 4: Sample Agreement for Testamentary Gift Annuity
Funded With IRA ASSetS. . ....uiiiiiiiiii i i e ettt eeenaeeeaans 59

Chapter 17: Gift Annuity Funded with Remainder Interest in a Residence

Determination of ANNUILY PaymeEnts .......uueiiiiiiiiiiiiiiiiiiiiiiiiirii e et e e e eeeeiieeaeaenn 1
Determination of Income TaxX DedUCtioN.......oviuuiiiiiiiiiiiiiiiiiiiiiiiiiiiiiieeiiieeeaans 1
Taxation of ANNUILY Payments . .....ciieiieiiiiiiiteiiiieeeeeieeeeeeneeeeeeaneeeeeennsneeeesnnnes 3
(@00 o ko 1o 10 o] TN O3 | ] T 4
Documentation Necessary to Complete Gift.....oiiiiiiiiiiiiiiiiiiiiiiiiiii it it eiieiirrireeeeeen 8
=T 1o T30 (o g O TV o) 8
Gift Annuity Funded with a Portion of the Remainder Interest in a Personal Residence........ 8

Detailed Summary of Contents | Page xiv
Revised October 2023 © Copyright 2023, PG Calc. All rights reserved.



Preserving Flexibility ...cooiiiiiiiiiiiiiii i ettt ettt as 9
Using a Retained Life Estate to Fund a Gift ANNUItY.....covnniiiiiiiiiiiiiiiiiiiiie e eeens 9
Appendix: Life Estate Contract for a Personal Residence ........ccooviiiiiiiiiiiiiiiiiiiennnnnns 1

Chapter 18: Flexible Deferred Annuities & Step Annuities

Flexible Deferred ANNUITIES ....oveneuiiiiiiii ittt e eii e eiieeeeeeannaaesanns 1
Private LOtter RULING ........o..uueeeieiiietteeiieeeeeiieeeteeieeeeeeannaeeeessnaseeesnnneeeeanns 2
Maximizing FIEXIDIlIEY .......nnnnne ettt ettt et e eeeeeeeeteaeaeaeeeeenn 4
Who Can Elect the Payment Commencement Date? ............c.cceeeiiiiiiiiiiiiiiinnneennennnns 5
Flexible Deferred Annuity as a Bequest SUDSEItULE .........cccuueeeiiiniiiiiiinneeeninneennnns 5

I =] 0 30 U1 6
How a Step Annuity Might Compare to a Charitable Remainder Unitrust .................... 7
Documentation for the Step ANNUILY..........ueeiiiietiiiiiiieiiieeeiieeeeeaieeeeaannnes 9

Appendix 1: Promotional ArtiCle ......eeeeeiiiiiiiiiiiiiiiiii i e e ettt eeeeaann, 1

Appendix 2: Sample IHUSTration .....eeieiiiiiiiiiii ittt e et e i iiieeeeeeeeeeeaaaannnn 13

Appendix 3: Completed Gift Annuity AGreement ......c.vviiiiiiiiiiiiiiiiieiiiieeiiieeeaaannas 17

Appendix 4: Completed Summary of Accounting and Tax Information ............cccoevveennnnn 23

Appendix 5: Sample Letter Prompting an Annuitant of a Flexible Deferred

Annuity to Consider Whether He or She Is Ready to Have Payments Begin...................... 25

Appendix 6: Sample Letter for Use by Annuitant When Electing Commencement Date ....... 27

Appendix 7: Specimen Flexible Deferred Annuity Agreements ........cceevviiiieiiiiiineeeennnnns 29
One Life—Donor is the ANNUIEANT ............ueeeeiiiiiiiiiiiiiiiiiiiiieeeeeteeeeeeaiiinaaaes 30
One Life—Donor is NOot the ANNUILANT .........coeeiiiiiiiiiiiiiiiiiiiiieeteeeeeeeeeeiiiiinaeaes 34
Two Lives—Joint and Survivor, Funded with Jointly-owned
OF COMMUNIEY PrOPEOIEY «..uuneiiiiitiiiiiii ittt ettt tteeeteseennneessenannneeseannns 38
Two Lives—Successive Interests, Donor is an ANNUItANt .........coveeiiieeiiieiiiieiieenneennns 43
Two Lives—Successive Interests, Donor is Not an Annuitant ..............ccoeeviiiiiiennnnn.. 48

Appendix 8: Private Letter RULING 9743054 ......unnnniiiii ittt eeaaeaannas 53

Appendix 9: Tables Submitted with PLR Request in 1997 ... ...viiiiiiiiiiiiiiiiiiiiiieeeeaaes 57

Chapter 19: Commuted Annuities

D7y 0 0 1
Y a1 PP PP 1
Effect of the CMFR on the Size of the Payments...........ccovuuiiiiiiieeiiiiiieereiennneennnns 2
Commuted Annuity for College EXPENSES .. .uuuutittttttiiieiiiiiiiiieeeeeeeeeeeeaneriineaaeeeess 2
Advantages and DisAdVANTAZES. ........c..uueeeeiieeeetiiietteeiieeeeeaiieeeeeeraeeeeserneeeeanns 2
Generation-SKipping Transfer TAX .......c.ceeeeeiiieiiiitiiii ittt eiieeeiiaeeenaeenes 3
Annuity Payments to an EAUCALioN TrUSE ....covieiiiiiiiiiiiiiii i iteeeeeiiiiieeeeaeeeans 3
Charitable Alternative to the College ANNUItY ....couueiiiiiiiiiiiiii i eeiiie e eeeeaeeens 5
Description Of @ NIMCRUT ......uoinnuiiit ittt ettt ettt et e eeateeeaenes 5
Defining Trust Accounting Income to Include Realized Capital Gain...............ccoovvuuns 5
Features of NIMCRUT Used for College EQUCAtioN..........cceueiiiiiiiniiiiiiiieeieniiineennnns 5
Charitable Gift Annuities: The Complete Resource Manual Detailed Summary of Contents | Page xv

© Copyright 2023, PG Calc. All rights reserved. Revised October 2023



Comparison of College Annuity and College NIMCRUT ....oiiiiiiiiiiiiiiiiiii i eiiieieeiiieeaaas 8

Advantages Of COllEGe ANNUILY........uuueeeiiiiiieiiiiiiiiiiiieeeeteeteeeeeeesanrnnneseeeseeeeans 8
Advantages of College NIMCRUT .....ununueeiiiiieeeiiieteeeaieteeeeteeeeeennneeeeeanneeeennns 8
4o o 1= I b S PP 8
Commuted ANNUItY fOr Other PUIDPOSES. ......uueeiititiiiieeiiiiiiiieeeeeeeeeeeasesesinnnneennes 8
Term-of-Years Gift ANNUITY .......uueeeiiii ettt tee et eeeeieeereennneeeeeannneeseennnneens 10
Commuted Payment Gift Annuity vs. Term-Certain Charitable Remainder Annuity Trust...... 10
2T Ty o] LR o g = U1 (o o 10
Appendix 1: Specimen Commuted Annuity Agreement ........cceevviiiiiiiiiiieeereennneeeeennnes 13
Appendix 2: CommuUtation Letter ...oiiiiiiiiiiiiiiiiiiiiiiii e e e ettt ettt eaaaaaannn 19
Appendix 3: Completed Summary of Accounting and Tax Information ............cccevvinnne... 21

Chapter 20: Special Situations

Deduction When the Sole or Last Annuitant Dies Prior to End of Life Expectancy .............. 1
Determining the Deduction AMOUNE ...........eueiiietiiiiiiiiiiiiiiiieeeeeeeeeeeeeeesiiinnnseees 1
A CONLIArY POSIEION «.cevieeeeiiiiiieeeeteeeeeeeeeeetnnnaeeeeeeeeesesessesnnnnnnssesesseseens 2
Deduction in the Case of Very Highly-appreciated StOCK...........ccceveiiiniiiiiiininnnnnnns 2
Calculating the DedUCEION ...ttt et ettt iiieeeeeeeeeeaeaeennnnaaaeeaess 2
Claiming the DeAUCTION ........cuuuee ittt eeaieteeeeieeeeeearaeeeeeannaeeeesnnneenns 5
Changing the Frequency of Annuity Payments ........coviiiiiiiiiiiiiiiiiiiiiieiiiiereenneeanns 6
Less FreqUENt PAYMENLS ......uuueeiiiiiieiiiiiiiiaeeeetetteeeeeeeesinsssesesseeeeesssesnnnnnnes 6
More FreqUENE PAYMENES .........uuueeeeeettteeeeeeeeeeiiiiieeeeeeeeeeeeseeesssnnnnnnssesesseseens 6
TimiNg Of PAYIMENLS ...ttt ettt et ettt eeee et et eteeeeaaaaannesaeeeeeeeenn 7
Taxation Of PAYMENTES ...ttt ttttee e et iiiieeeeeeeeteeeeeeeatnnssseseeeeeens 8
Contributing the Right to Annuity Payments to the Charity.......cooviiiiiiiiiiiiiiiiiiniinnne... 8
The AMOUNE Of the Gift.....ceeeniiiiiiii ittt eeeeieeeeeeaaneeeeeennaeeseennnneens 8
The Amount of the Charitable Deduction ..........cc.iiieiiiiiiiiiiiiiiiiiiiiiiieeeeeans 10
Pre-1987 Gift ANNUILIES. .......eeeeeeee et eteeee ettt ittt eteeeeeeessnnssssseeesesseseeennnnns 10
Contribution LIMIEAtiON .......uevenneetietiiieetteeeitteeeeneeeseeanaeeeeeenneeeseeennneeseennnes 12
Assignment of the Annuity Interest of a Flexible Deferred Gift Annuity .........cccoevviinaa... 13
Cash-0ut of @ Gift ANNUILY ...uueiiiiii i e e e e it eeeiaeeeeaennaaeeaannnnaens 14
Contributing the Income Interest in a Charitable Remainder Trust for a Gift Annuity ......... 16
Private Letter Ruling Authorizing the EXCRANGE .........ccuviiiiiiiiiiiiiiiiiiiieeeiiieaannnn. 16
Determination of the Gift AnnUIty PaymeNnts..........cuuiiiueeiiiiieeieiiiineereaiineeeaeannes 16
Choosing the ANNUIEY RALE ........nnueeiiiiiiiiiii ettt eeeieeeeeineeeeeeannnaeeeaannns 16
Allowance of an Income Tax DedUCtion........cuveiiiiiiiiiiiiiiiiteetiiiiiiiieeeeeeeens 17
Allowance of @ Gift TaxXx DeAUCEION .......ueeeeeiiiiiiiiiiiiiie ettt e eeeeiarreeeeeeeens 17
Recognition of Capital GQIN .......cc.ueeeeeiieiiiiiiitteeeiieeereeaeeeeeeanneeereasnneeeesennns 17
Taxation of ANNUILY PAYMENTS .......uuueieittiiiitiiieiiiiiiieeeeeetteeeeeeaasinnnssseeeeeeeens 17
0Tl =Jo [ =2 N 17
Multiple Trust BeNefiCIAries ........ueeeeuueeeeeiieetteiiiteeeeaneeereeanneeeeeesnneeseennnneens 18
Contributing the Income Interest in a Pooled Income Fund for a Gift Annuity .................. 21

Detailed Summary of Contents | Page xvi
Revised October 2023 © Copyright 2023, PG Calc. All rights reserved.



Assigning an Annuity Interest to the Charity in Exchange for a New Annuity.................... 21

Testamentary Gift ANNUITY ...t ettt e e e et iieeeeeeeeeeeessesannnns 22
Immediate Annuity Funded with a Specific Sum or with the Residuary Estate ............. 22
Immediate Annuity, Payments of a Specific AMOUNE ........ccuiiiiiiiiiiiiiiiiiiiiiiiinnnns 25
Date the Obligation to Make Payments BEGiNS ........cuueeeiiiiiiiieeeeeeeeeeeeeeeennnnnnnnnns 25
Distribution iN KiNG..........ooueeinniiiiiii ittt e eiteeenaeeeaneeeaeeeannenes 25
Deferred Annuity Funded with a Specific Sum or with the Residuary Estate................ 26
Determination of Charitable DedUCEion ...........ueeueeeeeuiuuuuiiiiiiiiieiieeeeeeeeeesesennnns 26
Testamentary Gift Annuity Funded With IRA ASSELS .......ccueiiueiiieiiieeeiiiiieeeneennnnnns 26

Gift Annuity to Benefit More than One Charity .....ccoiiiiiiiiiiiiiiiiiiiii e 26

Gift Annuity Issued by One Charity to Benefit Another ......ccooniiiiiiiiiies 27

Assigning Liability for Existing Annuities to Another Charity ........cocoeiiiiiiiiiiiiiiiiiinnnn. 28

Contribution of Both Appreciated and Depreciated Securities .........cccevviiiiiiiiiiiiiiinnnnn. 29

Contribution of Appreciated Securities and Cash......cciiiiiiiiiiiiiiiiiiiiiiiiiieeiiiiiiiiiieeees 29

Gift Annuity to Benefit an EMPLOYEE ...cvnnnneiiiiiiiiiiiiii e e eei e eeeieeeeaennneaans 29

Effect of a Gift Annuity on Medicaid Eligibility......cooiiiiiiiiiiiii e 29

Payments from a Gift Annuity to a Special Needs Trust .......ccceeeiiiiiiiiiiiiiiiiiiiiiieeeenn. 35

Qualifying a Gift Annuity for Matching FUNds .........oiiiiiiiiiiiiiiii e e eaeeees 35

Gift Annuity Combined with Outright Gifts — Variation One........cceeviiiiiiiiiiiiiiiiiiiinnnn. 36

Gift Annuity Combined with Outright Gifts — Variation TWO ......ccvviiiiiiiiiiiiiiiiiiiiiinnns 37

Gift Annuity Combined with a Charitable Remainder Unitrust.........ccoooviiiiiiiiniiininnn... 38

D 1AV e [ =Y 101 = ] 38

Gift Annuity in Lieu of @ BeqUEST «.ovvii i it et e e e e e 39

Appendix 1: IRS Form 1040 Schedule A ...coeenriiiiiii it e e e e eeennnes M

Appendix 2: IRS Form 1040 Schedule A, Line 16 INStructions ........ccovviiiiiieeniiiinannnn. 43

Appendix 3: Publication 529 Excerpt—Unrecovered Investment in Annuity ...................... 45

Appendix 4: Assigning an Annuity Interest to the Charity ........ccovviiiiiiiiiiiiiiiiiiiiieiine 47

Appendix 5: Sample Letter: Cashing Out a Gift ANNUItY ..oovviiiiiiiiiiiiiiiiiiiii e 49

Chapter 21: Cross-border Annuities — Particularly From Canadian Donors

Rules Regarding Gift ANNUILIES .....eiiririiiiiiiii i teeiieeeaeieeeeeenneeeeaannnneeeenannes 1
Canadian Gift ANNUILY RALES ........ueeeeiiitiieiiiieeieiieereeeteeeeeanneeereeannneseeannnees 1

[0 To] g o L o) I {=Tel =2 o 2
Obtaining Premium QUOLALIONS ........uueiuueeeeeiitteteiieeeeeeiieeeerearaeeeeeennseeeeennnneenns 4
Taxation Of PAYMENES ...ttt ettt ettt et tteeeeeeeaaaaanneeaeaeeeenn 4

[ =0 (= ol Lol =t 4
DEferred ANNUILIOS. ........ueee ettt eeteee et ee ittt eeeeeeeeaesesssssseeeeessssennnnnnnnnnnes 4

[ Leb (el o) (=R €] ) - PN 5
Testamentary Gift ANNUILIOS .........uueeeeeetitiiiiittiiiiiiieeeeeetteeeaseetisnneseeeseeeeeens 5
Contributions by Canadians to American Charities for Gift Annuities...............ccooovviineen.. 7
Allowance of Tax Credit in GENEral ...........cc.uueeiiieeiiiiiiiiiiiieereenineereeannaeeeenns 7
Donation Receipt Issued by an American Charity ........ccoeeiiiiiiiiieeeeeiiiieeeeiiiiinnnnnas 7
Charitable Gift Annuities: The Complete Resource Manual Detailed Summary of Contents | Page xvii

© Copyright 2023, PG Calc. All rights reserved. Revised October 2023



Authority and Tax CONSEQUENCES ........ueeereeineeeeeeneeeeeeaaeeeeeennaeeeessnneesesennneeeenns 8

Reporting and WiIthRolUdiNg ........coiiiiii i i ettt eeeeeeeeeeanaaas 9

Canadian as Successor ANNUIEANT ........oovuuiiiiiiitiiiiiii ittt etiiiieerteiiieeeseannnes 10

Gift Annuity Agreement GnNd CUITENCY .......ueeeeeiueeeeeeieeereeanneeeeeaneeereennneeeeennnes 10

Contribution Of APPreCiated ASSELS .......uuuueeeeetitiiiiiiiiiiiiiiiiieeeeeeeeeeeeeeiiiinneaas 10
U.S. Citizen Who Is a Resident of Canada........coeviiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiieiiiieeennns 1
Gifts of Canadian Property Owned by AMeriCans.......c.coevieiiriiiieiiiiiiiieeeiiieereennneenns 12
Annuity 2000 Mortality Tables Life EXpeCtanCies ......uuueeiiiiiiiiiiiiiiiiiiiiiiiiiiieiieaaaannn, 12
Gift Annuities for Donors from a U.S. Territory ...uueeiiiiiiiiiiiiiiiiiiiiiiiiiiieeeeeeeiiiiieeeens 12
Gift Annuities for Donors from Other CoOUNTries......vviiiiiieiiiiiiiiiiiiiiiiieeiiieeeeeeneeens 13
Possible Applicability of the USA PATRIOT ACt ..ciiiiiiiiiiiiiiiiiiii it eee e e e e eeaas 13
Appendix 1: DoNation RECEIPT ....uuuiiiiiiiiiiiiiii ittt eeeeeeeeiieeeeeeeeeeeeeesesaannns 15
Appendix 2: CRA FOIM TAA ettt ettt eetteeeeennaeeeeeannneessennneeesannns 17
Appendix 3: RS FOIM 1042 ...ttt ettt ettt eeeaeeeeiiinaaaaaaeeeeeseeannn 19
Appendix 4: IRS FOrm 1042-S. ...ttt ittte et iieeeeeeeeeeeeeaennnnaeeeseecesesessesaannns 21
Appendix 5: IRS FOrM 1042-T ..uuuiiitiiii ittt ettt et e et e eenesenneeenaes 23
Appendix 6: IRS FOrm W-8BEN ......uuiiiiiiiiiiiiiiiiiiiiiiiit it ettt ee e eeaaaans 25
Appendix 7: Annuity 2000 Tables Life Expectancies - Male and Female.................cooeueee 27
Appendix 8: Annuity 2000 Tables Life Expectancies—Two Lives, Ages 60-90 .................... 29

Chapter 22: Best Practices

Best Practices When Issuing @ Gift ANNUILY ....oviiiiiiiiiiiiiiiiiiiiiiii i e creicrreeeeee 1
Pre-Gift Planning .. ...eeiiri ittt ettt et ittt eeeteeeeeennaeeeeaannaeeeasnnnseeennns 1
Policies Governing the Gift ANNUIEY Program ............eeeeeeiiiiiiiiiiiiieeeeeeeeiieeennnnns 1
Compliance with Applicable State Regulatory Requirements........ccceeeeiiiiiiiiiiiiinnnnnns 2
Communicate Roles and Responsibilities with Other Departments ..............ccccveeuune... 2
Obtain Software, or a Third-party Provider, to Generate Gift Annuity Illustrations
AN AGIrEOIMENLES ..ottt tee et eteeeeeeeteeeaeeeeeeanaeeseesnnneeeessnnseesesnnneesessnneeesanns 3
Prepare Prototype DOCUMENTES ......cuuiiiiiiiiiiiiiiitettteeeeeeeeiiiisesaeeeseeeeessssennnnnns 3
SECUNNG The Gt .ttt et e e e e e et aeeeeeeeeeeeaaeannnnnnnnsnneeeess 3
Disclosure of INformation t0 DONOF........cc.uueeiiiietiieiiieeeeeeiieeeeeeineeeeeeanneeeeeennnes 3
Preparing the Gift ANNUItY AQreemMent ............uuueeeeeeieiiiiieiiiiiiiiieeeeeeeeeeeenennnns 3
When to Prepare the AQreement ............ueeeiiiueeiiiiiieeeeiiieeereeieeeeeennnaeeennns 4
(€1 ) o 1 - PPN 4
GIfEAMOUNE . ...ttt ettt ettt eeeteeeeeennaeeeeennneessesnnneesssnnneeenes 5
Donor/Annuitant Biographical information .............eeeeiueiiiiiiiiereiiineereeannnenn. 5
ANNUIEY RAEE ..oeeeeeeeiiiiieie ittt et eee et e e teeeeeeeeessseeseeeessnnnnnnnnneeesessens 6
Proof Of ANNUILANT’S AQE.......ueuiiiiiiiiiiiii ittt tetteeeeeaiiiinasseseseesseeeennnnnnn 6
Determining the DONOI(S) .....ueeeeieeeeeiiiiiiieeeteeeeeeeeeenrnneseeesseeesesssssssssnnnnnnnes 6
ANNUItant iS NOE the DONOK ........veei ittt eeeii e eeeeieeereeanneeeeeanneeeraennneeenns 7
(€1 A [ ) S PP 7
CaPItAl GAINS TAX . uuueeeeeeetttttteeeeeteiitieeeeeeeeeeeeeesssnnannssssesseeesessssnnnnnnnes 7

Detailed Summary of Contents | Page xviii
Revised October 2023 © Copyright 2023, PG Calc. All rights reserved.



(0 21 £ 1 o) [l =S 7

(0]0)061]10] 101 00X Al 21 ) KPP 7

Payment Frequency and First Payment Date .............coeeiiuiiiiiiiieeireiiineeeeeennneeennns 8

How Will the Residuum De USEd?.........ccuueeiiiiiiiiiiiiieeiiiiiieteeeeinneeeeennneeeeeannnes 8

Signing the Agreement and Acknowledging the Gift ......cccviiiiiiiiiiiiiiiiiiiiiiiiiiinnnns 8

Stewarding the Gifl ......oiiiiiiiiiii i i e e ittt et eeeneeeeeeanneeeeaannneaens 9

Make the ProCess SEAMIESS ..........ueuuuueeiiiiiiieiiiittteiiitereeanieeeeeeanneeseeensnaesenns 9

Make Accurate, ONn-time PAYMENES .......ueeeiiiieeiiiiiiiiieeeetttteeeeeeeenninnneseeeeeeeeans 9

Send Accurate, On-time 1099-R TAX FOIMS . ....uuuieeeniiietteiiieeeeiiieeeenniteeeeennseeeenns 9

Maintain Contact With ANNUIEANTS.........ovviineiiiiiii it eiiiieereeaieereeannaeeeanns 9

Best Practices in Mitigating RisK. ...ttt ettt eeeaans 10

GIfE ANNUILY RALES . ..evv oottt ettt ee e et eeeetneeeeaenneeeeeennneesseannneeesennnes 1

Meeting the ASSUMPLIONS ...ttt ettt iiiiieeeeeeeeeeeeeeninnaaaaes 11

Impact of Exceeding ACGA RALES .......cuvnuuiiiiiiiiiiiiiiiiiiiiteeeiiieereennnnaens 12

Policies Regarding Annuitant Age and Contribution Amount ............cceeeeevveiiiiiiannnn. 12

Investment REEUINS/EXPONSES ....cunnneieteeteteeeeeeeeesssnnneessseeeeesssssssnnnnnnnnnes 14

Marketing Gift Annuities CONSISEONEIY........ovuuuueireiiii ittt reeaieeeeianeeeeeeannneens 15

Tracking Individual Market VAlUEs ...........oooiiiiiiiiiiiiiiiiiii i iieiieiiiiiiiiieeeeeeeans 16

Evaluating a Gift ANNUItY Program .....cceieeeeiiiiiiiiiiiiieiiiieeeeiieeeeaeneeeeeennneeeennns 17

Measuring the Profitability of a Gift Annuity Program ............cceeeeiieiieiiiieeireennnnnns 17

Projecting Distributions from EXisting Gift ANNUItIES.......ccvviiiiiiiiiiiiiiieeeriieeannnn. 18

Constant-Net-Return MOdel ...........couuvinuiiiiiiiiiiiii ittt e ereaeenaans 18

MONLE Carlo MOdEL..........ueeene ittt ettt eeeteeeeeesnneeeeennneeeeanns 19

The Value of Using Multiple Models ..........ccouueeiiiiiiiiiiiiiiiiiiiiieeeiiineenanns 19

Appendix: Gift Annuity Administration Tasks Calendar .........c.ccceviiiiiiiiiiiiiiiiiiiiinnennns 21

Index

Afterword

Charitable Gift Annuities: The Complete Resource Manual Detailed Summary of Contents | Page xix

© Copyright 2023, PG Calc. All rights reserved. Revised October 2023



List oF FIGURES

Chapter 1: The American Council on Gift Annuities
None

Chapter 2: Description & Tax Aspects

Figure 2.1: Charitable Gift Annuity Description .....coiiiiiiiiiiiiiii e eaeas 2
Figure 2.2: Determining Future Payments from a Deferred Gift Annuity ................cooeeeee. 3
Figure 2.3: Gift Resulting in @ Reduced Deduction .......cccoiiiiiiiiiiiiiiiiiiiiiiiiiiieeeeann, 6
Figure 2.4: Contribution Of Cash ...ttt e ettt e e e e e 7
Figure 2.5: Contribution of Capital Gain Property ......ccoeeiiiiiiiiiiiiiiiiniiieeeeinnneeeanns 10
Figure 2.6: Contribution of Mortgaged Property ....coviiiiiiiiiiiiiii et eeeas 13
Figure 2.7: Quick Guide for Inclusion of Revocation Language........cccvvviiiiiiiiinnnnneeeennnn. 26
Chapter 3: Gift Annuity Rates
Figure 3.1: Compare After-tax Cash Flow from Gift Annuity v. Fixed-Income Investment....... 9
Figure 3.2: Comparison of ACGA Rates and Commercial Rates in 2020 and 2021 ............... 10
Figure 3.3: Table comparing ACGA Rates and Commercial Rates.......coovviiiiiiiiiinnnnnnnnn. 10
Figure 3.4: Graph comparing ACGA Rates and Commercial Rates ........cccvvvviiiiiiiinnnnnnnn. 1
Figure 3.5: Changes in ACGA Single-Life Annuity Rates, 2010 - 2021 .......ccovviiiiiiiiinneennnn. 13
Figure 3.6: Changes in ACGA Two-Life Annuity Rates, 2010 - 2021 ....ciiiiiiiiiiiiiiiieeeennns 13
Figure 3.7: Analysis of Risk (Immediate ANNUItIes)....covvureiiiiiiiiiiiiii i eeiiieeeaes 15
Figure 3.8: Analysis of Risk (Deferred Gift ANNUItIES) «o.uvveiriiiiiiiiiiiiiiiiiiiiiiieiiiieeenens 17
Figure 3.9: Effect of Timing on Projected Residuum Remaining for Charity ..................... 18
Figure 3.10: Hypothetical Projected Residua for Annuitants of Differing Ages .................. 19

Chapter 4: Deduction Calculation & Payment Taxations
None

Chapter 5: Establishment & Administration of Program
Figure 5.1: Sample Accounting Entries for a Particular Gift Annuity ..........ccooeeviiiiiina.... 19

Chapter 6: Annuity Agreements
None

Chapter 7: Transferring assets & Executing Agreements
None

Chapter 8: Disclosure Requirements
None

Chapter 9: Tax Information for Donors
None

List of Figures | Page xx
Revised October 2023 © Copyright 2023, PG Calc. All rights reserved.



Chapter 10: Reinsurance

Figure 10.1: Investment Performance Over the Past Four Years per 2017 ACGA Survey.......... 3
Figure 10.2: Investment Performance Over the Past Ten Years per 2017 ACGA Survey.......... 3
Figure 10.3: Projected Residuum, Reinsurance v. Self-insurance,
Male ANNUILANT, AGE 65 ... it ittt eeeeeeeerniaaeeeaeeeeeseesassnnnnnns 5
Figure 10.4: Projected Residuum, Reinsurance v. Self-insurance,
Female AnNUItant, AGe B0 .. i ittt ettt ettt ieeeeeeeeeeeeasasnnnnnnnsseeeeeens 6
Figure 10.5: Projected Residuum, Reinsurance v. Self-insurance,
Male ANNUILANE, AGE 75 .. ettt ettt ittt eeeeeaaeannunassaseseseeeessssannnnns 7
Figure 10.6: Projected Residuum, Reinsurance v. Self-insurance,
Female ANNUItaNt, AGe 70 . i ettt ettt ettt eeaeeeasnnnaasaeeaeeeenns 8
Figure 10.7: Projected Residuum, Reinsurance v. Self-insurance,
Male ANNUItANE, AGE 85 ... ittt eeeeeeeeeiieaeeeeeaaeeeseesessannnnnn 9
Figure 10.8: Projected Residuum, Reinsurance v. Self-insurance,
Female AnnUitant, Age 8O .. iiiiii it i ettt ittt teeaeaearnaeeaaaees 10
Figure 10.9: Cost Of ReINSUrANCE 2022. ... .ueiiiiiitieeiieteaenteeeeanneeeeaanneeesesanneeeeanns 12
Figure 10.10: Cost of ReINSUranCe 2023 .....ciiiiiiiiiiiiiiiiiiiiiit ettt tteeeeeetiiiereeeeeeaaans 13
Figure 10.11: Tax Implications of REINSUrANCE ....ciiiiiiiiiiiiiiiiiii it eeeiieiiireeeeeeans 16

Chapter 11: Regulations Regarding Issuance of Gift Annuities
None

Chapter 12: Agreement Requirements
None

Chapter 13: Reserve Investment Regulations
Figure 13.1: Overview of AR, CA, and FL Gift Annuity Reserve Fund Investment Criteria ...... 2

Chapter 14: Annual Filings

Figure 14.1: Summary of State Gift Annuity Annual Filing Requirements.............cccevveeee... 2
Chapter 15: Marketing Gift Annuities
Figure 15.1: Gift Annuity Profile from 2017 and 2021 ACGA SUIVEYS......ceviuvirinnirinneennnnnnn. 6
Chapter 16: Possible Funding Assets
Figure 16.1: Gift Annuity Funded with Real Estate........cccviviiiiiiiiiiiiiiiiiiiiiiiiiiiiieeenans 8
Figure 16.2: Gift Annuity Funded with Mortgaged Real Estate .........cccoiiiiiiiiiinnnn. 1
Figure 16.3: Gift Annuity Funded with Depreciated Real Estate..........cccevvviiiiiiiinnnnnn. 15
Figure 16.4: Gift Annuity Funded with Tangible Personal Property ........ccccovvvviiiiinnnnnn... 16
Figure 16.5: Gift Annuity Funded with ETF Shares ..o, 19
Figure 16.6: Gift Annuity Funded with a Life Insurance PoliCy.......c.ccovviiiiiiiiiiiiiiinnnnnn.. 21
Figure 16.7: Gift Annuity Funded with a Life Insurance Policy with a Loan Outstanding....... 23
Figure 16.8: Gift Annuity Funded with a Commercial Annuity ......ccooviiiiiiiiiiiiiiiiiieenn.. 24
Figure 16.9: Gift Annuity Funded with Savings Bonds ........cccooiiiiiiiiiiiiiiiiiiiiiiiieenens 25
Figure 16.10: Lifetime Gift Annuity Funded with IRA ASSEtS ..cvviiiiiiiiiiiiiiiiiiiiiiiineennnns 28
Charitable Gift Annuities: The Complete Resource Manual List of Figures | Page xxi

© Copyright 2023, PG Calc. All rights reserved. Revised October 2023



Figure 16.11: Testamentary Gift Annuity Funded with IRA Assets ......ccoviiiiiiiiiiiinnnnnn. 29
Figure 16.12: Gift Annuity Funded with S Corporation StocK .......c.ccovviiiiiiiiiiiiiiiiiienn.n. 33
Figure 16.13: Gift Annuity Funded with a Conservation Easement .........cccccvvviiiiiinnnnnnn.. 35

Chapter 17: Gift Annuity Funded with Remainder Interest in a Residence
Figure 17.1: Risk to the Charity When It Issues a Gift Annuity in Exchange for the Remainder

Interest in @ Personal RESIAENCE ....vvinniiiiiiiiii it ii e e eeenneeeeeeaannas 2
Figure 17.2: Contributing a Remainder Interest in a Residence for a Gift Annuity ............... 5
Figure 17.3: Flexible Deferred Gift Annuity Funded with the Remainder Interest

iN @ Personal RESIAENCE ....uuuiiiiiiiiiiiii ettt e ittt ettt eeeaaeeeeeanaeeseennneeens 10

Chapter 18: Flexible Deferred Annuities & Step Annuities

Figure 18.1: Flexible Deferred Gift ANNUILY ....vviiiiiiiiiiiiiiiiiiiiiiii i et et eeriieeeeeen 4

Figure 18.2: SteD ANNUITY ittt ettt et e et ireeeeeeeeeaaeannnnnnnnsneeeeeeeenns 6

Figure 18.3: Super Flexible Deferred Gift ANNUItY ....cooveiiiiiiiiiiiiiiiiiiiiiiiieeiiieeeanns 8
Chapter 19: Commuted Annuities

Figure 19.1: Commuted Gift Annuity for College EXPENSES ......vviiiiiiiiiiiiiiiiiiiieeeeeeeenns 4

Figure 19.2: College NIMCRUT ... uuniiiiiiii ettt e ettt et eeaaaannnnnnneeenneeeeeeeens 6

Figure 19.3: Commuted Gift Annuity for Older Donor/Annuitant ..........ccceviiiiiiiiiinnnnnn.. 9

Chapter 20: Special Situations
Figure 20.1: Determining the Deduction Amount When Death Occurs Before Investment in the

Contract FULly REtUINEd ... . eeeiiiiiii ittt et e e e et e eeenneeeeeeanneeeeaannneaens 3
Figure 20.2: Analysis If Final Payment Occurs in the Year during Which Return of the
Investment in the Contract Is Completed.....couiiiiiiiiiiiiiiiiii e e eineeeeanas 5
Figure 20.3: Agreement Wording for Changing to Less Frequent Payments....................... 6
Figure 20.4: Methodology for Calculating Annuity Amount When Payment

ST [ g Loy VA O = T e L= TN 7
Figure 20.5: Agreement Wording for Changing to More Frequent Payments ...................... 8
Figure 20.6: Effect of Change of Payment Frequency on Taxation of Payments.................. 9
Figure 20.7: Calculating the Deduction When an Annuity Interest Is Assigned .................. 1
Figure 20.8: Gift Annuity Cash-out — One Annuitant........ccoiiiiiiiiiiiiiiiiiiiiiiiiiieeeeenns 15
Figure 20.9: Gift Annuity Funded with Income Interest from an

Underperforming NIMCRUT ....uunniiiiiiiiiiiiiii ettt e ettt e et e eeenneeeeannns 19
Figure 20.10: Possible Solutions when Unitrust is Shrinking Because Payout Rate

LT 0T TN = o 20
Figure 20.11: Conversion of Pooled Income Fund Interest to a Gift Annuity...................... 22
Figure 20.12: Exchanging One Gift Annuity for Another........ccoviiiiiiiiiiiiiiiiiiiiiiiiiieenn. 24
Figure 20.13: Gift Annuity Funded With Capital Gain and Capital Loss Stock ...........c.eee..... 30
Figure 20.14: Gift Annuity Funded With Both Appreciated Stock and Cash ...................... 32
Figure 20.15: Gift Annuity to Benefit an EMployee ... e, 33
Figure 20.16: Gift Annuity for a Shareholder ......coiiiiiiiiiiiiiiii e 36

List of Figures | Page xxii
Revised October 2023 © Copyright 2023, PG Calc. All rights reserved.



Chapter 21:Cross-border Annuities — Particularly From Canadian Donors

Figure 21.1: Determination Of AQe. . ... .uuueiiiiiiiiiiiiiiiiiiiiii ittt et e et eeeiiiieeeeeaaeeenn 2
Figure 21.2: Calculation of Donation Receipt—Contrasting Methodologies ............ccceeeeee... 3
Figure 21.3: Calculation of Donation Receipt and Taxation of Payments—One Life............... 5
Figure 21.4: Calculation of Donation Receipt and Taxation of Payments—Two Lives............. 6
Figure 21.5: Taxation of Gain When Appreciated, Listed Securities are Contributed
Lo L= T €11 oY o 11 Y PPN 1
Chapter 22: Best Practices
None
Charitable Gift Annuities: The Complete Resource Manual List of Figures | Page xxiii

© Copyright 2023, PG Calc. All rights reserved. Revised October 2023



CoNTENTS OF PROTOTYPE MATERIALS

Accompanying this manual are prototype materials formatted in Microsoft Word for Windows, along
with PDF files containing annual filing materials for certain states as referenced in Chapter 14. (For users
of the print version of this manual, a link to the prototype materials appears in the Update Summary
and Instructions sheet included with each update.) The Word and PowerPoint materials may be adapted,
personalized, and reproduced for use by your institution. They are made available to you with the
understanding that the authors are not engaged in the practice of law, nor in rendering legal or other
professional advice. Accordingly, you are advised to have your own legal counsel review and approve the
documents, including any modifications, before using them.
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Directory
Annuity Agreements File

The annuity agreements (agreements-base.docx), New York annuity agreements (NY agreements.docx),
flexible deferred annuity agreements (flex dga-agreements.docx), and New York flexible deferred annuity
agreements (NY flex dga-agreements.docx) files contained among the prototype materials are formatted
with each agreement as a new section. The easiest way to go to a particular agreement within the file is
by use of the section number, a complete list of which is set out below. In Microsoft Word, click Find,
then Go To, then select Section and enter the applicable number.

If you wish to print a particular agreement, click File, then Print, then in the Pages field enter the applicable
section number(s) you wish to print (e.g., s1, s5). You may also highlight a particular section for printing
(or copying as a new document). When doing this, be sure to highlight through the ending section break,
or the footers will not appear.

Section
One Life — Donor is the Annuitant 1
One Life — Donor is the Annuitant (Payments are Deferred) 2
One Life — One of the Donors is an Annuitant, Funded with
Jointly-owned or Community Property 3
One Life — One of the Donors is an Annuitant, Funded with
Jointly-owned or Community Property (Payments are Deferred) 4
One Life — Donor is Not the Annuitant 5
One Life — Donor is Not the Annuitant (Payments are Deferred) 6
One Life — Neither Donor is an Annuitant, Funded with Jointly-owned
or Community Property 7
One Life — Neither Donor is an Annuitant, Funded with Jointly-owned
or Community Property (Payments are Deferred) 8
Two Lives — Joint and Survivor, Funded with Jointly-owned or
Community Property 9
Two Lives — Joint and Survivor, Funded with Jointly-owned or
Community Property (Payments are Deferred) 10
Two Lives — Joint and Survivor, Funded with Donor’s Separate Property 11
Two Lives — Joint and Survivor, Funded with Donor’s Separate Property
(Payments are Deferred) 12
Two Lives — Joint and Survivor, Donor is Not an Annuitant 13
Two Lives — Joint and Survivor, Donor is Not an Annuitant
(Payments are Deferred) 14
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Section
Two Lives — Joint and Survivor, Funded with Jointly-owned or
Community Property, Donors are Not the Annuitants 15

Two Lives — Joint and Survivor, Funded with Jointly-owned or
Community Property, Donors are Not the Annuitants
(Payments are Deferred) 16

Two Lives — Successive Interests, Donor is the First Annuitant 17

Two Lives — Successive Interests, Donor is the First Annuitant
(Payments are Deferred) 18

Two Lives — Successive Interests, Donor is Not an Annuitant 19

Two Lives — Successive Interests, Donor is Not an Annuitant
(Payments are Deferred) 20

Two Lives — Successive Interests, Funded with Jointly-owned or
Community Property, Both Donors are Annuitants 21

Two Lives — Successive Interests, Funded with Jointly-owned or
Community Property, Both Donors are Annuitants
(Payments are Deferred) 22

Two Lives — Successive Interests, Funded with Jointly-owned or
Community Property, One of the Donors is the First Annuitant,
the Second Annuitant is a Non-Donor. 23

Two Lives — Successive Interests, Funded with Jointly-owned or
Community Property, One of the Donors is the First Annuitant,
the Second Annuitant is a Non-Donor (Payments are Deferred) 24

Two Lives — Successive Interests, Funded with Jointly-owned or
Community Property, Neither Donor is an Annuitant 25

Two Lives — Successive Interests, Funded with Jointly-owned or
Community Property, Neither Donor is an Annuitant
(Payments are Deferred) 26
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