Charitable-Gift Annuities Can Offer Fixed Payments

Here’s the conundrum.

You’re interested in an annuity but don’t like the idea of leaving your assets to an insurance company upon your death.

There is a solution.

You might want to consider a charitable-gift annuity.

With a charitable-gift annuity, you transfer assets to a charity in exchange for fixed annuity payments each year.

You’ll receive the same stream of monthly income payments as you would by buying an immediate income annuity from an insurer. 

However, upon your death, any remaining assets will stay with the charity instead of going to an insurance company. 

In addition, you can typically deduct 20% to 50% of your donation, depending on your age and other factors, and a portion of your annuity payments may be tax-free.

You can even fund the charitable-gift annuity with Individual Retirement Account (IRA) assets. 

Under ordinary circumstances, you’d have to treat that transfer as an IRA withdrawal and pay the taxes involved.

However, an exception applies for the remainder of 2009 only. 

Individuals who are older than age 70½ can transfer as much as $100,000 from their IRAs to charities through Dec. 31 - and the distribution will be considered tax-free. Note that the provision applies only to transfers that go immediately to the charity.

There is one caveat, though. Before funding a charitable-gift annuity, be sure that you’re comfortable with the financial strength of the charity. 

Earlier in 2009, charitable-gift annuity donors temporarily stopped receiving payments when their charity filed for bankruptcy protection.

If you’re interested in a charitable-gift annuity, visit the website of the American Council on Gift Annuities at acga-web.org/giftrates.html. It’s a nonprofit entity that publishes suggested gift-annuity rates by age.
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