
Retirement Planning — How
Fortune Favors the Prepared

These days, retirement planning is increas-
ingly the focus of attention. The main reason 
is that baby boomers are hanging up their brief-
cases or tool belts in record numbers. Another
important reason is that employers 
are shifting responsibility for retirement plan
performance to individual employees.

Put simply, today you must become more
proactive to create a fulfilling retirement. That

means, first and foremost, locking in a secure
income. But for many people retirement also
means making time to enjoy family and friends,
maintaining an active lifestyle, and taking the
opportunity to give back to those organizations
that have made a difference in their lives.

What is not so well known is that charitable
giving can play a positive role in helping
achieve these objectives. Whether you are
retired or your retirement is several years away,
there are charitable planning options that may
help increase your retirement income and
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reduce your taxes. These plans give you the
unique opportunity to do good for others while
doing well for yourself. It is an “everybody wins”
scenario.  

In this booklet we highlight several ways in
which you can convert assets or lump sums of
money into comfortable income streams when
you make a gift. The secret is in the timing and
in selecting the appropriate charitable option
based on your needs and situation. 

Can Too Much Money 
Be a Problem?

Too much money? Actually, the problem is
not of too much money, but the timing of when
you get that money. Perhaps you have received
a large sum from the sale of a vacation home or
business. Or perhaps you have come face-to-
face (or are about to do so) with the required
minimum distributions from qualified plans!

These events can trigger alarmingly high
income taxes today, as well as expose an over-
sized estate to estate taxes at your death.
Fortunately, these “problems” also create
opportunities to benefit yourself, your loved
ones, and your favorite charities.  

Five Scenarios to Consider
Let’s look at five effective giving methods —

all based on incentives provided by Congress —
designed to convert assets into regular payments
that can help ensure your continued financial
security and provide significant tax savings. 

SCENARIO #1: Leverage a large sum into
lifelong income.

Kay Jenkins is 78. Her husband died last fall,
and she received the proceeds from a $400,000
life insurance policy. She also owns a balanced
investment portfolio she has managed for many
years. Her children are grown and financially
established. Kay’s number one concern is (ironi-
cally) her own longevity — the risk that she’ll
outlive her assets. She wants to ensure that her

financial picture in retirement is fixed and pre-
dictable. At the same time, she would like to
personally give back.

When Kay learned about our Charitable Gift
Annuity (CGA) program, she knew it was a
good choice for her and donated $300,000. She
received an immediate income tax charitable
deduction that can offset income this year. Her
gift annuity will pay 6.4% of her gift every year.
At her request, her gift will be established in
memory of her husband.

SCENARIO #2: Convert a taxable bonus into
tax-deferred wealth.

John Doe, a corporate executive, receives a
$100,000 bonus. At this point in his life, John
does not need the cash, but would like to find
some way to “send the money ahead” for 
retirement security. He would also like to avoid
paying some of the income tax on the money.

Meanwhile, John has considered participating
in our capital campaign. One of our develop-
ment officers met with John and, after reviewing
the facts, recommended a deferred gift annuity.
John was delighted because it met all of his
goals. What especially appealed to him was that
he could do this every year, if he wished, and
there were no upper limits on his contributions,
unlike with a qualified plan.  

Here is how the gift worked: John is 55 years
old. He contributes his $100,000 bonus to our
organization to set up a gift annuity, but defers
the start of his annuity payments until he is 65.
Because of the deferral, he will receive an annu-
al payout based on a fixed rate of 6.1% that
begins at age 65, or $6,100 a year — a nice sup-
plement to his retirement income.

With a deferred gift annuity, John receives
the income tax charitable deduction today, but
puts off receiving the annuity payments until
retirement actually begins. Plus, by deferring
the payments rather than having them start
immediately, John is able to benefit from a sub-
stantially higher payment rate. And he makes a
substantial gift to our organization.
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SCENARIO #3: Turn appreciated stock 
into an appreciated gift.   

Bob and Mary Roberts (both age 66) are
recently retired. They met with their financial
planner to discuss their investments and their
goals. They were especially concerned about
what to do with one asset, a volatile technology
stock they had purchased years ago for $10,000,
now worth $50,000. Bob and Mary agree that
they would rather not own such a high-risk
asset at this point in their lives. They also do
not want to sell it and pay the $6,000 (15%)
capital gains tax to Uncle Sam.   

Instead, Mary suggests that they give the
stock to us in return for a charitable gift 
annuity. A gift annuity is considered part gift
and part annuity: the gift goes to charity, but
we agree to pay an annuity for the life of the
donor(s). One immediate advantage is that
Bob and Mary avoid paying some of the capital
gains tax on the transfer of the stock to us 
since this is partly a charitable gift which is not
taxable. The taxable part of the gain is spread
out over their life expectancies.

Another advantage is that Bob and Mary can
take an income tax deduction on the value of
the gift portion of the gift annuity. In this case,
the charitable tax deduction for a gift of
$50,000 in stock is $12,780. And the long-term
advantage is that Bob and Mary will have 
annuity income of $2,150 a year for as long as
either of them lives.* 

The charitable gift annuity is an attractive
way to balance an investment portfolio, convert
an asset purchased long ago into an income
producing gift annuity and earn a significant
tax deduction for the gift made to charity. Bob
and Mary helped us and helped themselves.  

* Example based on an AFR of 2.0% and an
annual payout on the annuity for two lives.

SCENARIO #4: Transform your vacation
home into deductions and income.

The Reed family have a vacation home
they’ve owned and enjoyed for years. However,
their children are grown and living elsewhere,
and it has become more of a chore to maintain
these days. Tired of the maintenance and taxes,
they also want freedom to travel. They learned
about a life income plan called a charitable
remainder unitrust. A CRUT would allow them

to convert that vacation home into a nice
income stream to help support their travel
plans. They decided to act. 

A CRUT pays a fixed percentage of trust
assets valued annually. The actual dollar
amount will fluctuate from year to year. The
Reeds are comfortable with this idea because
they do not plan to rely on the income for 
living expenses.  

The CRUT can be used to eliminate 
potential capital gains tax liability, provide a
substantial income tax charitable deduction
and a generous income stream from the 
proceeds when the charity sells the property.
They also liked the idea that they can donate
the property and avoid the inconvenience of
contracting with a realtor or scheduling “house
showings.” Plus, they have the personal satisfac-
tion of knowing their gift will have a substantial
impact on their favorite charitable program.

Their vacation cottage has no mortgage and
is valued at $200,000. They donate the house to
the CRUT they establish with the help of an
attorney. Once the trustee sells the house and
converts the proceeds into income-generating
assets, annual payments begin equal to 5% of
the value of all trust assets. So, the first year,
they receive $10,000. If the trust investments
increase $20,000 in the next year, the trust is
worth $210,000 at the start of year two.
Therefore, in the second year, the Reeds
receive $10,500 ($210,000 x 5%).
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SCENARIO #5: Soften the tax bite of
required minimum distributions.

If you’re approaching age 70, the required
minimum distribution rules can put you
between a rock and a hard place. You must
take mandatory, taxable distributions, whether
you need the money or not. This means you
must now pay income taxes on funds that were
allowed to grow tax-free. If you fail to take the
required minimum distribution (RMD), you
face a staggering 50% penalty.

How much must you take? That depends 
on your age. An approximate (but not exact)
calculation is fairly simple. Divide the total
amount in your qualified account by the IRS
Uniform Lifetime Table life expectancy factor.
(See table on page 5.) 

For example, if you turn age 70 1⁄2 and have
$200,000 in an IRA, you must take $7,299
($200,000 ÷ 27.4) as an RMD. The tax bite that
will result if you are in a 33% tax bracket is
$2,409. At age 85, if you still have $200,000 in
your IRA and you are in the same tax bracket,
the RMD is $13,514 and the tax bite is $4,460. 

Fortunately, RMDs present a unique 
opportunity for those who wish to make a 
significant charitable gift yet retain an income
stream. The RMD can be used to purchase 
a charitable gift annuity. The income tax 
charitable deduction to which you are entitled
in the year you establish the gift annuity will
help offset your RMD income tax liability while
providing a competitive, fixed, income stream
for the rest of your life.

Best of all, you can “ladder” your money,
making contributions annually, building layer
upon layer of income while saving taxes. Just as
important, it’s your choice whether or not to
make a contribution, so in that year when your
granddaughter is getting married, you might
skip the charitable gift annuity and help pay
for the wedding.

For example, Marilyn is 71, has total 
qualified assets from pension and IRAs worth
$250,000, and wants to use the IRA distributions
to provide a safe, steady stream of yearly 
payments. She loves the charitable gift annuity
concept because it offers attractive payout rates
for fixed lifetime payments. As a bonus, it

enables her to benefit our organization by 
participating in one of our important endowed
programs.

So, this year, she donates $9,500 (the
amount of her RMD plus a little extra) to our
organization to set up a charitable gift annuity.
For the rest of her life, she will receive a fixed
annual payment of $503.50 (at a rate of 5.3%
for gift annuities established at age 71).

Mary decides she will contribute her RMD
every year to create a gift annuity. Since the
payout rate for annuities depends on the per-
son’s age, she can look forward to the possibili-
ty of higher payout rates over time.

Finally, her annual charitable deduction helps
offset some of the taxes that would have been
due on the RMDs. And for us, we are grateful
that she has chosen to participate in supporting
our work, while providing a lasting legacy in 
her name. The result is a mutually beneficial
relationship.

Plan Carefully Before Acting
Each family situation is different. In this

brief booklet we have looked at five scenarios
— examples of ways to save taxes, lock in future
income and benefit a favored nonprofit 
organization. These are just some of the many
available options.

We invite you to explore a program that 
fits your needs and works within your overall
retirement and estate planning strategy.

Do you have a life-changing event such as 
an inheritance, an early retirement package, 
a signing bonus from a change in careers, or
some no-longer needed asset such as a highly
appreciated, non-income generating asset that
you would like to convert into a fixed income
stream? If so — and you are genuinely 
interested in partnering with us in our mission
— perhaps it is time to explore how one of our
creative income gift plans can help you achieve
your financial and charitable objectives.

Contact us to discuss the possibilities. There
is no obligation and no cost. We hope to hear
from you.
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Life Expectancy
Your Age* Factor

70 27.4
71 26.5
72 25.6
73 24.7
74 23.8
75 22.9
76 22.0
77 21.2
78 20.3
79 19.5
80 18.7
81 17.9
82 17.1
83 16.3
84 15.5
85 14.8
86 14.1
87 13.4
88 12.7
89 12.0
90 11.4
91 10.8
92 10.2

Uniform Lifetime Table

*If you turned 70 between January and June, use the life
expectancy factor of 27.4 to calculate your RMD. If you
turned 70 between July and December, use the life
expectancy factor of 26.5.

Sample Uniform
Gift Annuity Rates

Age        Rate

Note: Charitable gift annuity rates are subject to change.
Please call our office for the latest rates, or the rate for
your exact age.

65 4.7%
70 5.1
75 5.8
80 6.8
85 7.8
90 9.0
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