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Dare: March 23,2001

To: Representative Norman Rokeberg
Chairman, House Judiciary Committee

From: Representative Lisa Murkowski

Subject: Scheduling HB 121

House Bill 121 “Charitable Gift Annuities” defines and clarifies a charitable gift annuity, states that 
gift annuities are not insurance, provides minimum unrestricted cash requirements, and sets out 
specific requirements for the issuance of gift annuities. The Act protects both donors and charities 
by providing that notice be given to donors and provides that organizations notify the Division o f 
Insurance when entering into their first qualified charitable gift annuity.

Attached you will find a copy of House Bill 121, sponsor statement, sectional analysis, and 
supporting documentation. Please schedule HB 121 at your earliest convenience.
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Sponsor Statem ent 
H o u se  B ill 121 

“A n A ct relating to the issu an ce  o f  qualified charitable gift an n u ities .”

Charitable gift annuities can be an im portant way for charities to raise funds, i f  a donor wishes to 
make a charitable gift but also wants to reserve income for the future, gift annuities provide a legal 
contract between charity and donor (so in exchange for a donor making a gift, the charity provides 
an annuity to the donor).

Based on m odel legislation developed by the Nadonal Association o f  Insurance Com m issioners, 
H ouse Bill 121 defines and clarifies a charitable gift annuity, states that gift annuities are no t 
insurance, provides m inim um  unrestricted cash requirem ents, and sets out specific requirem ents for 
the issuance o f  gift annuidcs. T he A ct protects both donors and charities by providing that notice be 
given to  donors and provides that organizations notify the Division o f  Insurance when entering into 
their first qualified charitable gift annuity.

The m odel legislation has been successfully passed in over 30 states and has been approved by the 
American Council o f  G ift A nnuities and the National Council o f  Planned Giving. 1 urge your 
considered and favorable support.
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Insurance Operations
Insurance

354

Expend itu res /R evenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Sen/ices
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

0.0 0.0 0.0 0.0 0.0 0.0

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES
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POSITIONS
Full-time
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Temporary
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Division insurance______________________________________________ Date/Time 03/09/2001 2:30p.m._____
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tk. 320u  P ro v id en ce  Drive 
P .O . Box 196604 
A n ch o rag e . A laska 
99519-6604

Tel 907 .562.2211

September 25, 2000

Honorable Brian S. Porter 
Speaker o f the House 
Alaska Sate legislature 
3430 Fordham Drive 
Anchorage, AK 99508

Dear Speaker o f  the House;

On behalf o f Providence Alaska Foundation, I am submitting this letter in support o f the 
Charitable Gift Annuities Exemption Model Act. Providence supports this legislative bill 
for the benefit o f  Alaskan charities and their donors. The Model Act which defines 
charitable gift annuities has been successfully passed in over than 30 states. The 
Exemption Act has also been approved by the National Association o f Insurance 
Commissioners (NAJC) and has the approval o f the American Council o f Gift Annuities.

This legislative bill simply defines charitable gift annuities and states that gift annuities 
are not insurance and that the issuance o f a charitable gift annuity does not constitute 
engaging in the business o f insurance in this state. The Model Act requires notice to 
donors and would require charities that issues gift annuities to notify the commissioner 
when it enters into the organization’s first qualified charitable gift annuity. It would 
thereby benefit the state in tracking such data. Passing the Model Act protects both 
charities and donors alike.

The Model Act serves ‘o define charitable gift annuities, provides minimum unrestricted 
cash requirements and sets out specific requirements for the issuance o f charitable gift 
annuities. Providence feels privileged in promoting such legislation in protecting 
charitable gift annuities in our state.

f  Douglas B ruce 
C h ief Executive
Providence H ealth  System  in A laska
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November 13, 2000

Honorable Brian S. Porter 
Speaker o f the House 
Alaska State Legislature 
3430 Fordham Drive 
Anchorage, AK 99508

Dear Speaker o f  the House;

On behalf o f  Alaska Pacific University, 1 am submitting this letter in support 
o f the Charitable Gift Annuities Exemption Model Act. The University 
supports this legislative bill for the benefit o f Alaskan charities and their 
donors. The Model Act defines charitable gift annuities and has successfully 
passed in over 30 states. The Exemption Act has also been approved by the 
National Association o f Insurance Commissioners (NAIC) and has the 
approval o f the American Council o f  Gift Annuities.

This simple legislative bill simply defines charitable gift annuities and states 
that gift annuities are not insurance and that the issuance o f a charitable gift 
annuity does not constitute engaging in the business o f  insurance in this state. 
The M odel Act requires notice be given to donors and would require charities 
that issues gift annuities to notify the commissioner when it enters into the 
organization’s first qualified charitable gift annuity. It would thereby benefit 
the state in tracking such data. Passing the Model Act protects both charities 
and donors alike.

The Model Act serves to define charitable gift annuities, provides minimum 
unrestricted cash requirements and sets out specific requirements for the 
issuance o f charitable gift annuities. Alaska Pacific University feels privileged 
in promoting such legislation and would appreciate your help in protecting 
charitable gift annuities in our state. Thank you for your support.

Sincerely,

T S W a *v.  ...V  j

Douglas M. North, President 
Alaska Pacific University
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T h e  S a lv a tio n  A rm y
A la s k a  D iv is io n a l H e a d q u a r te r s

Mailing Aodroes: P.O. Box 101459 
143 E. Ninth Avenue • Anchorago, AlaBka 89510-1459 

(907) 276-2515 ■ FAX (907) 276-1424

Foumfod In 1B68 
By  WUI l Mn Oo o t h  
John Oovnne 

Qsnsml 
0*vld Edwardi 

Torrllotiai Comm»nd«r 
Tern/ W. Griffin 

Diviiionul Commoivlar

November 27, 2000

I lonorajble Brian Porter 
Speaker o f the House

Dear Speaker o f the House,

On behalf o f The Salvation Army, 1 am submitting this letter in support o f the Charitable Gill 
Annuities Kxemplion Model Act. The Salvation Arvny supports this legislative bill for the benefit 
o f Alaskan charities and their donors. The Model Act, which defines charitable gilt annuities, has 
been successfully passed in over 30 stales. The Exemption Act has also been approved by the 
National Association of Insurance Commissioners (NAIC) and has the approval of the American
Counc 1 o f Gift Annuities.

This simple legislative bill defines charitable gift annuities and states that gift annuities are not 
insurance and that the issuance o f a charitable gill annuity does not constitute engaging in the 
business of insurance in this stale. The Model Act requires notice be given to donors and would 
require charities thui issue gift annuities to notify the commissioner when it enters into the 
organization's first qualified charitable gift annuity. It wold thereby benefit the state in tracking 
such data. Passing the Model Act protects both charities and donors alike.

i
The Model Act serves to define charitab le gift annuities, provides minimum unrestricted cash 
requirements and sets out specific requirements for the issuance of charitable gifl annuities. The 
Salvat on Army feels privileged in promoting such legislation and wold appreciate your help in 
protec ing chariiablc gift annuities in our stale. Thank you for your support.

Terry 
DIVISIONAL1

ojfdncl 
MMANDER

cc: Douglas Bruce, Chief Executive 
Providence I lealth Care System, Alaska

In to a Second Century o f Service
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The National Heritage Foundation-Charitable Gift Annuities http://www.philanthroscrve.org/cga.htm

J

C h a r i t a b le  G i f t  A n n u i t y

A Charitable Gift Annuity . . .  A Wise Investment!

It allows you to m ake a charitable contribution to T he N ational H eritage F oundation  or to one of our 
m any foundations, while providing a fixed and guaranteed lifetime incom e for you a n d /o r  a loved 
one. In  addition, you will receive certain tax advantages w hich m ake your gift even m ore valuable.

You m ay specify that your gift be used for the greatest needs o f T he N ational H eritage F oundation  at 
that tim e. Or, as a supporter of a particular work of one or m ore foundations at N H F , you m ay direct 
that your gift be used for future needs o f one or m ore specific program s.

It is not necessary for you to have a foundation at T he N ational H eritage Foundation  in order to 
obtain the benefits of your own Charitable Gift Annuity, although many of the do nor/adv iso rs w ith 
their own foundation accounts find that the Gift A nnuity is a valuable personal benefit.

There are som e who've left a nam e so that tom orrow  will see their l ig h t . .  . 
and som e who will perish as though they never lived.

C ontinue

http://www.philanthroscrve.org/cga.htm


littp://\v\v\v.philanthros(:rvc.org/CGAbc:nefits.htm

The Tangible Benefits are Numerous

A m ong the m any benefits you w ill receive are:

G uaranteed incom e with your annual paym ent backed by all the assets o f T h e  N ational 
H eritage Foundation , plus your gift is set aside in a separate reserve account for your lifetime 
to back up the annuity paym ents to you a n d /o r  your loved one.

■£> An im m ediate charitable deduction of a portion of your gift.

A tax savings on capital gains if your gift is funded w ith appreciated property such  as stocks, 
bonds or m utual funds.

<£> Tax free incom e on a portion of your annual incom e paym ents for a num ber o f years.

D eferred incom e if you wish to begin receiving paym ents at a later date, such as at the start of 
retirem ent, w hich will earn higher interest.

Your choice o f incom e recipients with paym ents to the donor only, the donor and  a surviving 
beneficiary, or a person other than the donor.

You R eceive L o n g  Term , In tangib le B enefits as Well!

In  addition to m any real benefits, your Charitable Gift Annuity investm ent in the N ational 
H eritage F oundation  or one if its foundations will result in significant in tangible and  long-term  
benefits.

T he beneficiaries and supporters o f The N ational H eritage F oundation becorae partners with 
us as we go forth to prom ote the H eritage o f our N ation. You walk w ith us in our effort to 
undertake a piece of the grand task  of restoring, m aintaining and extending our precious 
heritage o f people m aking life m ore m eaningful for each other, and helping you live a life o f love 
and good w orks.

3/2 3 /0 1  1:26 TIV



http://www.philanthroservc.org/cgawork.htm

H o w  d o e s  t h e  C h a r i t a b l e  G i f t  A n n u i t y  W o r k ?

F irs t, the d o n o r o f  the  g if t  and  the secondary b e n e fic ia ry , i f  any, m u s t be at least 35 years o ld . T h e 
m in im u m  s in g le  g if t  is $5,000, and a n n u a l g ifts  m ay  start w ith  as lit t le  as $2,000. T h e  g ifts  m a y  be in 
the fo rm  o f  cash o r s tocks , bonds o r m u tu a l fun d s . M a n y  a n n u ita n ts  ro ll ove r a m a tu re d  c e rtif ic a te  o f 
depos it in to  a ch a rita b le  g if t  a n n u ity , o r they p ro v id e  a g if t  o f  s to c k  and a vo id  taxes on  p a r t o f  the 
cap ita l ga in .

As an e xa m p le , M r . and  M rs . Jones invested  a m a tu re d  c e rtifica te  o f  d e p o s it e a rn in g  5 .5%  a n n u a l 
in te res t in to  a g if t  a n n u ity  p a y in g  th e m  7.5% . A b o u t h a lf  o f  th is  in c o m e  w i l l  n o t be  taxa b le  to  th e m  
over th e ir  life  expectancies.

T h e y  m ade a s ig n if ic a n t c o n tr ib u tio n  to  T h e  N a tio n a l H e rita g e  F o u n d a tio n , o r perhaps to  th e ir  o w n 
fo u n d a tio n , w h ile  at the  sam e tim e , e a rn in g  a g rea te r rate o f  re tu rn . In  a d d it io n , they earned  ce rta in 
cha ritab le  d e d u c tio n s  w h ic h  a ce rtifica te  o f  dep o s it does n o t o ffe r. T h e  earned in te re s t ra te  o f  a 
cha ritab le  g if t  a n n u ity  is based on the  a n n u ita n t's  age at the  t im e  o f  the  g i f t  a lo n g  w ith  o th e r 
cons ide ra tions .

E x a m p le s  a t  V a r io u s  A g e s : 

S ing le  L ife  T w o  L ives

A ge  on 
G ift  D a te

A n n u ity
Rate

A ges on 
G ift  D a te

A n n u ity
R ate

55 6.7% 5 5 /5 5 6.5%

60 6.9% 6 0 /6 0 6.6%

65 7.2% 6 5 /6 5 6.8%

70 7.7% 7 5 /7 5 7.1%

75 8.4% 7 5 /7 5 7.5%

80 9.4% 8 0 /8 0 8.2%

85 10.5% 8 5 /8 5 9.2%

90 12.0% 9 0 /9 0 10.8%

F A Q  on  C h a rita b le  G ift  A n n u it ie s

1 of 1 3/23/01 1:26

http://www.philanthroservc.org/cgawork.htm


littp://www.philanthrosc rvc.org/cpafacj.htni

Frequently A sked Q uestions:

Q: W h a t is a C h a rita b le  G ift  A n n u ity ?

A: T h e  ch a rita b le  g if t  a n n u ity  is a s im p le  c o n tra c t be tw een  y o u  and  T h e  N a tio n a l H e rita g e 
F o u n d a tio n . In  exchange  fo r y o u r irrevocab le  g if t  o f  cash , secu rities , o r o th e r assets, N H F  agrees to 
pay one o r tw o  a n n u ita n ts , w h ic h  the  d o n o r nam es, a fixe d  s u m  each year fo r life . P aym en ts  are 
usu a lly  m ade  in  a n n u a l, se m ia n n u a l, o r q u a rte rly  in s ta llm e n ts . T h e  p aym en ts  are g ua ran teed  by  the 
genera l resources o f  N H F ,  and are backed  by  separate reserve accounts  in  w h ic h  the o r ig in a l g i f t 
am o u n ts  are h e ld , less any expenses a n d /o r  in co m e  payo u ts .

Q: H o w  is the  p a y o u t ra te  de te rm ined?

A: T h e  p a y o u t rate is d e te rm in e d  b y  the age(s) o f  the a n n u ita n t(s )  at the tim e  o f  the  g if t .  T h e  o ld e r the 
age(s) o f  the  a n n u ita n t(s )  the  m ore  in co m e  the  N H F  can agree to pay.

Q: Is the d o n o r e n tit le d  to  a c u rre n t ch a rita b le  in c o m e  tax d e d u c tio n ?

A: T h e  d o n o r can  c la im  an in co m e  tax  d e d u c tio n  fo r the  p o r tio n  o f  the G ift  A n n u ity  th a t represents 
the cha rita b le  g if t .  T h e  tax d e d u c tio n  is c la im e d  in  the yea r the g if t  is m ade , how ever, i f  in c o m e  is 
in s u ffic ie n t to  use the  e n tire  d e d u c tio n  in  one year, the  u nused  p o r tio n  can be ca rried  fo rw a rd  fo r  an 
a d d it io n a l five  years.

Q: A re  there  any  o th e r ta x  benefits?

A: In  m o s t cases, p a rt o f  each p a y m e n t is tax free, in c re a s in g  each p a ym e n t's  a fte r-ta x  va lue . T h e 
tax-free  p o r tio n  is g rea tes t w h e n  the  a n n u ity  is fu n d e d  w ith  cash. I f  you  g ive  a pp re c ia te d  p ro p e rty , 
som e o f  the  in c o m e  y o u  receive w i l l  be treated  as a p a r tia l c a p ita l g a in .

E x a m p le

1 of 1 3/23/01 1:20 PM
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C h a r i t a b l e  G i f t  A n n u i t i e s

E X A M P L E :

M a ry  Sharp is 82 years o ld  and has been in v e s tin g  p r im a r ily  in  fixe d  in c o m e  in ve s tm e n ts  to 
su p p le m e n t h e r p ens ion  and socia l se cu rity  in co m e . W ith  in te re s t rates d ro p p in g  the  la s t severa l years, 
in ve s tm e nts  th a t used to  pay her 8%  to  9%  are n o w  o n ly  p a y in g  h e r 6% .

As a s u p p o rte r o f  T h e  N a tio n a l H e rita g e  F o u n d a tio n , M a ry  saw  som e in fo rm a tio n  a b o u t in c o m e 
p ro d u c in g  g i f t  p lan s , b u t never associated the  idea  w ith  her s itu a tio n . W h e n  h e r last $20,000 
C e rtifica te  o f  D e p o s it cam e due and  she w as o ffe red  a re in ve s tm e n t rate o f  6 % , M a ry  d e c id e d  to  g ive 
her P h ila n th ro p ic  D e ve lo p m e n t O ff ic e r  at N H F  a ca ll.

A t M a ry 's  age, T h e  N H F  was able to  create a g if t  a n n u ity  th a t w i l l  p a y  h e r 9 .8%  a n n u a lly  o n  h e r 
$20,000.

M a r y  r e c e iv e d  th e  f o l l o w in g  b e n e f i t s  f o r  c r e a t in g  h e r  N H F  C h a r i t a b le  G i f t  A jn n u i t y : 

A n n u ity  In c o m e : $1,960

T a x  Free P o rtio n : 1,190*

770T a x a b le  P o rtio n :

In c o m e  T a x  D e d u c tio n : 10,660

T a x  Savings at 28%  B racke t: 2,968 (T h is  reduced  th e  cost o f  h e r g i f t  to  $17,032)
(T h e  e ffec tive  a fte r-ta x  y ie ld  is th e re fo re  11.5% )
(T h e  e ffec tive  p re -ta x  y ie ld  is 14.2%  @  28%  b ra c ke t)

E s ta te  T a x  Savings: 

P roba te  Savings:

u p  to  55%  o f  the  $20,000 g if t 

u p  to  6%  to  8%  o f  the $20,000 g if t

L ife t im e  S u p p o rt o f  the N H F :  M a ry  n am e d  h e r son to  w o rk  fo r  h e r o w n  fo u n d a tio n

* A f te r  8.5 years the  en tire  a n n u ity  becom es o rd in a ry  in c o m e

T h e  B e n e fits
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T h e  C h a r i t a b l e  G i f t  A n n u i t y :

B E N E F IT S  IN C L U D E :

Y o u  w i l l  q u a lify  fo r a federa l in co m e  tax  d e d u c tio n .

T h e  a n n u ita n ts  yo u  nam e  w i l l  receive fixe d  a n n u a l in co m e  fo r  life , g ua ra n te e d  b y  the  genera l 
resources o f  the N a tio n a l H e r ita g e  F o u n d a tio n .

I f  you fu n d  the  a n n u ity  w ith  an app re c ia te d  asset, yo u  w i l l  in c u r  tax  on  o n ly  p a r t o f  the  g a in . I f  yo u 
nam e y o u rs e lf as an a n n u ita n t, th is  tax  w i l l  be spread o u t over m a n y  years. Y o u r  estate m a y  en joy 
reduced p ro ba te  and  estate taxes.

Y o u  w il l  p ro v id e  generous s u p p o rt o f  the N a tio n a l H e rita g e  F o u n d a tio n  to  h e lp  us c o n tin u e  o u r 
efforts to extend  o u r p re c io u s  heritage .

Y o u  can pass on  to  y o u r  he irs , th ro u g h  y o u r o w n  fo u n d a tio n  at N H F ,  a r ic h  and  re w a rd in g 
p h ila n th ro p ic  v o c a tio n  w h ic h  w i l l  p ro v id e  th e m  w ith  the resources to  achieve th e ir  o w n  ch a rita b le
objectives

H o w  w e  can h e lp
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T h e  N a tio n a l H e rita g e  F o u n d a tio n  can p ro v id e  yo u  w ith  a pe rson a lize d  c o n fid e n tia l i l lu s tra tio n  y o u 
can share w ith  y o u r  fin a n c ia l advisor. N H F  w i l l  d ra ft the  co n tra c t and prepare  the  1099R fo rm  fo r  you . 
F o r fu r th e r in fo rm a tio n  and a specia l illu s tra tio n , please c o n ta c t the  N H F  C h a rita b le  G ift  A n n u ity 
A d m in is tra to r  at 1-800-822-6711 o r w r ite  to  the g if t  a d m in is tra to r  at the  address be low .

Y o u  sh o u ld  c o n s u lt y o u r  a tto rney a n d /o r  tax a d v iso r a b o u t the  a p p lic a b ility  to  y o u r o w n  s itu a tio n  o f 
the le ga l and  tax  p rin c ip le s  con ta in e d  here in .

N H F  G ift  A n n u ity  A d m in is tra to r 
P. O . B o x  605 

C o lm a r, P A  18915 
1-800-822-6711 
215-822-6601

H ow  we can  help:

e m a il: a d v is o r@ p o b o x .c o m

T h e re  are som e w h o 'v e  le ft a nam e so th a t to m o rro w  w i l l  see th e ir  l ig h t.. . 
and som e w h o  w i l l  p e rish  as th o u g h  the y  never lived .
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