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Charitable Gift Annuities

Many Canadians put considerable thought into preparing for retirement.  They accumulate financial resources in pension plans, RRSPs, business assets and other types of savings. They hope to build, a secure retirement income.  Some years ago the financial markets looked like they were providing the answer, however in recent years, market downturns have been less kind to those preparing for retirement.

For most a large lump sum of money is less important than knowing that they will have an income adequate to their needs that they cannot outlive. One old timer told me he would rather know that he had a slice of bread each day than a loaf of bread all at once.

In this column, two issues back, we raised the question “When is enough, enough?”  The answer to this question is different for each one of us. 
Henry Eygenraam, the Executive Director of CSS, says “In the low interest environment of the past several years many seniors are looking for a way to fix their ‘fixed income.’  On the other side of the coin most ministries and charities are eager for additional income.”  This is a situation where the Chartable Gift Annuity may be a win-win for both!

What is a Charitable Gift Annuity (CGA)?  It is a plan that combines a gift to charity with an agreement whereby the charity provides you with a guaranteed regular income for as long as you live (or you and your spouse). The income is based on your age and rates offered at the time the annuity commences. The payments may be made monthly, quarterly, semi-annually, or annually. The amount you deposit is invested by the charity and it makes payments to you which are a blend of principle and interest. The payments will continue for as long as you (and/or your spouse) live. The remainder in the fund is given to charity upon your death. 

Since the rate of income is partly based on age, the CGA is most suitable for persons aged 65 or older. The CGA “Giving Plan” allows you to give a substantial gift which produces a charitable tax receipt and an income to you. In fact, when the tax advantages are considered, you may that the income is higher through a gift annuity. 

It is a Gift…that happens to provide you a regular flow of level payments, unaffected by the economy or varying interest rates. An income that you can’t outlive!

· When you set up a Charitable Gift Annuity, you will qualify for a one-time charitable donation receipt for a portion of the initial amount.  

· A large portion of the income you receive is tax exempt.  This increases your net income. 

· The amount ultimately forwarded to the charity is not subject to probate fees.  
· It is an income stream that requires no knowledge of managing the investment
· In combination with other investments it creates balance and safety
These benefits may be yours by signing up for a CGA.  In a recent CSS Newsletter (available by request) Henry Eygenraam lists a number of alternative ways in which CGA’s can be used in the income and estate planning process:

· Pay me now or pay me later: In some cases a bequest in a will can trigger a charitable donation tax receipt which could not be fully used. Perhaps the individual could use such a receipt during their lifetime more effectively.  In this situation a CGA could provide such a timely donation receipt.  Even if the income is not yet required by the donor, it could be assigned temporarily to the charity (providing much needed donor income) until a future date when the income is needed by the donor.
· Directing a gift through a will and beyond to charity: Most people want to be certain to leave a gift of adequate income to loved ones through their estate plan. The concern here is that when the gift goes beyond this primary beneficiary it may not go to benefit the charities favoured by the donor.  It might instead be directed by the second person’s will to completely different purposes.  By using a CGA as one of the estate planning tools in a will, a gift of guaranteed income is realized and the direction of the residue to the ultimate charitable beneficiary is accomplished as well.
· Combining a CGA with life insurance:  Some people have said to us “We would like to give our gifts with a warm hand, have an income we cannot outlive, and leave a reasonable amount to our children.”  We have been able to achieve these objectives through the careful use of a combination of these two planning vehicles.
· A double benefit from converting appreciated securities into largely tax-free income:  Most taxpayers have heard that appreciated publicly traded securities can be given “in kind” directly to charities thereby reducing the capital gain income tax liability by 50%.  When combining this tax incentive with a conversion to a CGA (which has a very low tax liability on the income) it can result in a large charitable donation receipt which may offset taxable income from other sources.
The alternatives that Henry suggests are not applicable for everyone.  Therefore, our best advice is to sit down with someone who knows about CGAs and other estate planning tools - someone who can explore the possibilities with you.  

Call someone you can trust.  Consider my colleagues – their time with you is covered by our funding partners (Christian charities) and together we are committed to help you be the best steward of the resources that God has entrusted to you.  After all, your financial stewardship not only benefits you and your family but can also benefit the ministries of your favourite charities!  For more details see the Christian Stewardship Services ad near the back of this issue of Christian Courier.

· Stewardly Tip: Family Project.  A reader from Emo Ontario shared this tip with me.  Consider ‘signing up’ for the regular cleanup of a section of a roadside near your home.  It’s a great family project (working together) and instills lasting environmental care and respect in your children.  The trash and the disrespect by others facilitate important family conversations and demonstrate how to deal with those who don’t seem to care.  Check with your local municipality or regional office and stake your family project.  Most municipalities collaborate and arrange for bulk pick up of collected trash.

Readers:  Share your ‘Stewardly Tips’ so that we all can make better use of the resources God has entrusted to us.  Submit your suggestion and your contact information so that we can acknowledge your contribution or ask for more details.

Next issue: Treasure in Jars of Clay






