Sophisticated Planned Giving and the Foundation

In our last few articles, we have discussed the concept of Planned Giving, explained its importance in meeting the goals of the American Football Coaches Foundation (the “Foundation”), and introduced some of the basic methods of Planned Giving. In this article, we will continue our discussion of Planned Giving by introducing the concept of the Charitable Gift Annuity. 

By now you are familiar with some of the basic tools of Planned Giving, which include gifts by Will, Living Trust, and by life insurance beneficiary designation. When a donor names the Foundation as a beneficiary of his Will or Living Trust, property passes to the Foundation at the donor’s death. Because the Foundation is a publicly supported, tax-exempt charity, the estate of the donor receives an estate tax charitable deduction for the value of the property passing to the Foundation at the donor’s death under a Will or through a Living Trust. Additionally, a donor can make a gift to the Foundation by designating the Foundation as the beneficiary of a life insurance policy on his life. The Foundation can be a primary or contingent beneficiary. At the donor’s death, the Foundation receives the proceeds of the insurance policy, and the donor’s estate receives an estate tax charitable deduction for the value of the proceeds passing to the Foundation.

Another, more sophisticated vehicle of Planned Giving is the Charitable Gift Annuity. A Charitable Gift Annuity is part charitable gift and part purchase of an annuity. It is a contract between a donor and the Foundation, where the donor irrevocably transfers money or property to the Foundation in return for the Foundation’s promise to pay a fixed, guaranteed payment to the donor, or another person that he designates, for life. The Charitable Gift Annuity may be a single life annuity, payable over the life of the donor, or a joint and survivor annuity, which is payable to the donor and his spouse for their joint lives, then payable to the survivor for the remainder of his or her life. Payments under a Charitable Gift Annuity may begin immediately (charitable gift annuity), or at a future date (deferred gift annuity), or at a future date to be determined, within a range of annuity start dates (flexible gift annuity). The rules for these three types of payments are similar, but the amount received under the annuity contract will vary, depending on the start date.


The donor is allowed an income tax charitable deduction for the excess of the amount of money or value of property transferred to the Foundation over the fair market value of the annuity at the time of purchase. A portion of each annuity payment is included in the recipient’s gross income for federal income tax purposes and a portion is excluded from gross income as a return of investment. If the annuity is funded with appreciated property, the transfer to the Foundation is treated as a bargain sale of the property for the value of the annuity, which may have some capital gain implications. If there are capital gains as a result of the issuance of the annuity, the donor can generally report that gain ratably over the donor’s life expectancy. There are no federal gift tax consequences to the donor as a result of the annuity unless the donor designates someone other than himself or his spouse as the annuitant. Generally there are no federal estate tax consequences to the donor as a result of the annuity. Alternatively, a donor can create a Charitable Gift Annuity by Will. The donor’s estate will receive a federal estate tax charitable deduction for the amount transferred to the charity over the actuarial value of the annuity.


A Charitable Gift Annuity is a tax advantageous way for a donor to make a gift to the Foundation. The donor receives an immediate federal income tax deduction, the Foundation has immediate use of the funds, and the donor has supplemental income.


The Foundation was formed to support the educational purposes of the AFCA. The AFCA is a tax-exempt trade organization, but contributions to the AFCA do not qualify for an income tax charitable deduction to the donor. The Foundation is a publicly supported, tax-exempt charity, and contributions to the Foundation qualify for an income tax charitable deduction to the donor. Remember that the Foundation has received an advance ruling from the IRS that it qualifies as a publicly supported, tax-exempt charity. This “advance ruling” period will expire December 31, 2002. At that time, the Foundation must demonstrate that it has received one-third of its support from a broad cross-section of the general public. The ability of the Foundation to accept large donations while still maintaining its favorable publicity supported, tax-exempt charity status is dependent upon the Foundation continuing to receive contributions from AFCA member coaches, and other contributions from a broad number of individual donors. In order for the Foundation to meet its goals to support the AFCA, its Planned Giving program must be a success. In order for the Planned Giving program to be a success, the Foundation needs the continued support of its member coaches and a broad cross section of the general public.  


The Foundation needs your help. Have you returned your personal pledge or contribution? Have you planned fundraising events? The Foundation needs participation from every member coach in order to meet its goals.

