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Session:

Sponsor Statement 
House Bill 121 

Charitable Gift Annuities

Charitable gift annuities can be an important way for charities to raise funds. If  a donor wishes to 
make a charitable gift but also wants to reserve income for the future, gift annuides 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 model legislation developed by the National Association of Insurance Commissioners, 
House Bill 121 defines and clarifies a charitable gift annuity, states that gift annuities arc not 
insurance, provides minimum unrestricted cash requirements, and sets out specific requirements for 
the issuance o f  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.

The model legislation has been successfully passed in over 30 states and has been approved by the 
American Council o f  Gift Annuities and the National Council of Planned Giving. I urge your 
considered and favorable support.
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Staff Contact: Amy Erickson 465-4954
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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 projects 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. Providence feels privileged in promoting such legislation in protecting 
charitable gift annuities in our state.. _  .

Providence H ealth System in Alaska

L etters of Support
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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, I 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_a'rinuities'arenotlhsurance arid 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 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,

Douglas M. North, President 
Alaska Pacific University

4101 University Drive * Anchorage * Alaska 9950B 

Phone: (907) 564-B201 * Fax: (907) 562-2337
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November 27, 2000

I lonorajblc Brian Porter 
Speaker of the House

Dear Speukcr of the House,

On hcHalf o f The Salvation Army, 1 am submitting this letter in support o f  the Charitable Gill 
Annuities Exemption Model Act. The Salvation Army supports this legislative bill for the benefit 
o f Alaskan charities and their donors. The Model Acl, which defines charitable gift annuities, has 
been sji«cssful!y passed in over 30 slates. 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 arc not 
insurance and that the issuance o f a charitable gift annuity docs not constitute engaging in the 
business of insurance in this state. The Model Act requires notice be given to donors and would 
require charities thul 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 rvjodel Acl serves to define charitable gift annuities, provides minimum unrestricted cash 
requirements and sets out specific requirements for the issuance of charitable gift annuities. The 
Salvat on Army feels privileged in promoting such legislation and wold appreciate your help in 
protec ing charitable gift annuities in our slate. Thank you for your support.

Terry [W. Grifl 
DIVISIONAL C!0MMANOER

cc: Douglas llruce. Chief Executive
Providence Health Care System, Alaska

A 0 0 ’
I n t o  a  S eco n d  C en tu ry  o f  Service
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Hie National FJcritngc Foundation-Charitable Gift Annuities http://www.phtlanthroservc.org/cga.ht
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C h a r i t a b l e  G i f t  A n n u i t y

A C haritab le  G ift A nnu ity  . . .  A  W ise Investm ent!

It allows you to m ake  a charitable contribution to The  N ational Heritage F ounda tion  o r  to one  o f  ou r  
m any foundations, w hile 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 which make your gift even m ore valuable.

You may specify tha t your gift be used for the greatest needs o f  The N ational H eritage  F o u n d a tio n  at 
that time. Or, as a supporter  o f  a particular work of one or more foundations at N H F ,  you  m ay  d irect 
that your gift be used for future needs of one or m ore specific programs.

It is not necessary for you to have a foundation at The N ational Heritage F ou n d a tio n  in  order  to 
obtain the benefits of your own Charitable Gift Annuity, although m any of the d o n o r /ad v iso rs  with 
their own foundation accounts find that the Gift Annuity is a valuable personal benefit.

T here  are some w ho 've left a nam e so that tomorrow will sec their l i g h t . . .
. _ ancj som c w h 0 will perish  as though  they never lived.

Continue

http://www.phtlanthroservc.org/cga.ht
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T h e  T a n g i b l e  B e n e f i t s  a r e  N u m e r o u s

A m ong the m any  benefits  you will receive are:

G uaranteed incom e w ith  your annual paym ent backed by all the assets o f  T h e  N a tiona l  
H eritage F ounda tion ,  p lus your gift is set aside in a separate reserve accoun t for your lifetime 
to back  up  the annuity  paym en ts  to you a n d /o r  your loved one.

An im m edia te  charitable deduction  o f  a portion o f  your gift.

<0> A tax savings on capital gains if  your gift is funded with appreciated property  such  as stocks, 
bonds or m u tu a l  funds.

<̂ > Tax free incom e on a portion  o f  your annua l income paym ents for a n u m b e r  o f  years.

<0> Deferred incom e if  you wish to begin  receiving paym ents  at a later date , such  as at the start o f  
retirement, which will earn  h igher interest.

Your choice of incom e recipients w ith  paym ents to the donor only, the dono r  and  a surviving 
beneficiary, or a person  o ther than  the  donor.

You Receive L o n g  T erm , In tan g ib le  B eneflts as_Well!

In addition to m any  real benefits, your Charitable Gift Annuity investm ent in the N a tio n a l  
H eritage F oun d a tio n  or one if its foundations will resiilt in s ignificant intangible  a n d  long-term 
benefits.

The beneficiaries and  supporters  of T h e  N ational H eritage F ounda tion  becom e partners  w ith  
us as we go forth to p rom ote  the  H eritage  o f  our N ation . You w alx  w ith  us in our effort to 
undertake a piece o f  the g rand  task o f  restoring, m ain ta in ing  and  ex tend ing  our precious 
heritage of people m ak in g  life m ore m eaningfu l for each other, and he lp ing  you live a life of love 
and good works.

3 /2 3 /0 1  1:26 I
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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 ?

First, the donor o f the gift and the secondary beneficiary, if any, m ost be at least 35 years old. T h e  
m inim um  single g ift is $5,000, and  annual gifts m ay start w ith as little as $2,000. T h e  gifts m ay b e  in 
the form o f cash or stocks, bonds or m u tua l funds. M any annuitan ts roll over a m a tu red  certificate of 
deposit into a charitab le  gift annuity , or they provide a gift of stock  and  avoid taxes on p a r t o f th e  
capital gain.

As an exam ple, M r. and  M rs. Jones invested a m atured  certificate of deposit ea rn in g  5.5% ann u a l 
interest into a gift an n u ity  pay ing  them  7.5%. A bout half o f this incom e will n o t be taxab le  to th em  
over their life expectancies.

They m ade a sign ifican t con tribu tion  to T he N ational H eritage  F oundation , o r p erhaps to their own 
foundation, w hile a t the sam e tim e, earning a g reater rate o f return. In add ition , they  earned  certain  
charitable ded u c tio n s  w hich a certificate o f deposit docs not offer. T he  earned  in terest ra te  o f a 
charitable g ift annu ity  is based on the annu itan t's  age at the tim e of the gift a long  w ith  o th e r 
considerations.

Examples at Various Ages:

Single Life Tw o Lives

Age on A nnuity Ages on  A nnuity
Gift D ate Rate G ift D ate R ate

55 6.7% 55/55 6.5%

60 6.9% 60/60 6.6%

65 7.2% 65/65 6.8%

70 7.7% 75/75 7.1%

75 8.4% 75/75 7.5%

80 9.4% 80/80 8.2%

85 10.5% 85/85 9.2%

90 12.0% 90/90 10.8%

< 3  o
FAQ on C haritab le  Gift A nnuities

3/23/01 1:26'
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F r e q u e n t l y  A s k e d  Q u e s t i o n s :

Q: W hat is a C haritab le  Gift Annuity?

A: T he charitab le  g ift annuity  is a rim ple contract between you and T he N a tio n a l H eritage  
F oundation . In  exchange for your irrevocable gift of cash, securities, or o ther assets, N H F  agrees to  
pay one or two an n u itan ts , w hich  the donor nam es, a fixed sum  each year for life. P aym ents arc 
usually m ade in annual, sem iannual, or quarterly installm ents. T he paym ents arc guaran teed  by th e  
general resources o f N H F , and  arc backed by separate reserve accounts in  w hich  the o rig inal gift 
am ounts arc held, less any expenses a n d /o r  incom e payouts.

Q: H ow  is the p ayou t rate determ ined?

A: T he payout rate is determ ined  by the age(s) of the annuitant(s) at the tim e o f the  gift. T h e  older th e  
age(s) o f the annu iian t(s) the m ore incom e the N H F  can agree to pay.

Q: Is the donor en titled  to a curren t charitable incom e tax deduction?

A: The dono r can  claim  an incom e tax deduction  for the portion of the G ift A nnuity  th a t represents 
the charitable gift. T h e  tax deduction  is claim ed in the year the gift is m ade, how ever, if incom e is 
insufficient to use the entire deduction  in one year, the unused  portion can  be ca rrL u  ."orward for an  
add itional five years.

Q: Are there any o th e r tax benefits?

A: In m ost cases, part of each paym ent is tax free, increasing each paym ent's  after-tax  value. T he 
tax-free portion  is g reatest w hen the  annuity  is funded w ith cash. If  you give ap p rec ia ted  property , 
som e o f the incom e you receive w ill be trea ted  as a partial capital gain.

E xam ple

I o f  1 3/23/01 1:26
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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

EXA M PLE:

M ary Sharp is 82 years old an d  has been investing  prim arily in  fixed incom e investm en ts  to 
supp lem en t her p ension  and  social security  incom e. W ith in terest rates d ro p p in g  the la st several years, 
investm ents th a t used  to pay  her 8% to 9% are now  only pay ing  her 6%.

As a supporter o f  T h e  N a tio n a l H eritag e  F oundation , M aty saw  som e in fo rm ation  a b o u t incom e 
p roducing  gift p lans, b u t never associa ted  the idea w ith her situation. W hen her last $20,000 
Certificate of D ep o sit cam e d ue  and  she w as offered a reinvestm ent rate o f  6%, M ary d ec id ed  to give 
her Ph ilan throp ic  D evelopm ent O fficer a t N H F  a call.

At M ary's age, T h e  N H F  w as able to create a gift annuity  th a t will pay her 9.8% annually  on  her
520,000.

Mary received the following benefits for creating her N H F  Charitable Gift Annuity:

A nnuity Incom e:

T ax  F ree Portion:

T axab le  Portion:

$1,960

1,190*

770

Incom e T ax  D eduction : 10,660

Tax Savings at 28% B racket: 2,968 (This reduced the cost o f her gift to $17,032)
(T he effective after-tax yield is therefore 11.5%)
(The effective pre-tax yield is 14.2% @ 28% bracket)

E state T ax  Savings: 

Probate Savings:

up  to 55% of the  $20,000 gift 

up  to 6% to 8% of the $20,000 gift

Lifetim e S upport of th e  N H F : M ary nam ed  her son to w ork for h e r ow n foundation

* After 8.5 years the en tire  annuity  becom es o rd inary  incom e

T he Benefits

I of  I 3/23/01 1:26
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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 :

You will qualify for a federal incom e tax deduction .

T he  annu itan ts you nam e will receive fixed annual incom e for life, guaran teed  by the general 
resources of the N atio n a l H eritag e  F oundation .

I f  you fund the annu ity  w ith  an apprec ia ted  asset, you will incur tax on only p a rt o f the  gain . I f  you 
nam e yourself as an an nu itan t, this tax w ill be spread out over m any years. Y our estate  m ay enjoy 
reduced probate  and  estate taxes.

You will provide generous su p p o rt of the  N ational H eritage  Foundation  to help us con tinue our 
efforts to extend our precious heritage.

You can pass on to your heirs, th rough  your own foundation at N H F , a rich and  rew arding 
philan thropic vocation  w hich will provide them  w ith the resources to achieve th e ir ow n charitab le 
objectives.

H ow  we can help

3/23/01 1:2'
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T h e  N ational H eritag e  F oundation  can provide you w ith  a personalized confiden tia l illustration  you 
can  share w ith you r financial advisor. N H F  will draft the contract and  prepare th e  1099R form for you. 
For further in fo rm ation  and a special illustration , please co itact the N H F  C haritable G ift A nnuity 
A dm inistrator a t 1-800-822-6711 or w rite to  the gift adm inistrator at the address below .

You should  consu lt your attorney a n d /o r  tax advisor abou t the applicability to y o u r ow n s itua tion  o f 
the legal and  tax principles con ta ined  herein.

N H F  Gift A nnuity A dm inistrator 
P. O. Box 605 

Colm ar, PA 18915 
1-800-822-6711 
215-822-6601

H o w  w e  c a n  h e l p :

em ail: advisor@ pobox.com

T h ere  arc som e w ho 've left a nam e so tha t tom orrow  will see their light... 
and som e w ho will perish as though  they never lived.

I of I 3/23/01 1:27!
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