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For our discussion 
today

I. Retirement Assets Generally

II. Solutions Using Retirement 
Assets during Lifetime

III. Solutions Using Retirement 
Assets at Death

IV. Questions and Answers
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CONTEXT

• $36.7 trillion in retirement assets as of June 30, 2023
• $13 trillion – about 35% – held in IRAs
• $7.2 trillion in 401Ks

Source: Investment Company Institute

HELPING PLAN FOR RETIREMENTGeneral Information

$36.7 trillion in 
retirement assets 
as of June 30, 2023
• $13 trillion – about 

35% – in IRAs
• $7.2 trillion in 

401Ks

Source: Investment Company Institute
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Vanguard Institutional 2022 Report

• In 2019, for those saving for 
retirement, the median account 
value was $65,000, and expected to 
grow to $255,200

• In 2019, about 2/3 of working-age 
families participated in retirement 
plans
• Less than 40% of families in the 

bottom half of income 
distribution

• More than 80% of upper-middle-
income families (50-90 
percentile)

• More than 90% of the top decile 
of income

Source: Federal Reserve Board, Survey of Consumer Finances, 
September 2020

General Information

MedianAverageAge

$1,948$5,236<25

$11,357$30,01725-34

$28,318$76,35435-44

$48,301$142,06945-54

$71,168$207,87455-64

$70,620$232,71065+



Solutions Using 
Retirement Assets 
during Lifetime



Status of Retirement Savings & Timing

Source:  Federal Reserve, Report on the Economic Well-Being of U.S. Households in 2022 Source:  Transamerica Retirement Survey, 2022
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• CLT is a gift made now that benefits charity now

• The § 7520 rate matters
• Lower § 7520 rate ↑ charitable income tax deduction

• Think beyond the donor’s initial tax goals
• Additional assets available for retirement needs
• Charitable assets already set aside for that purpose
• See the impact of gifts during lifetime
• DAF as beneficiary? Multi-year pledge? Create an endowment?

• Involve others on team – investment manager and accountant

• CLTs still make sense for certain donors

Solution #1:  Grantor Charitable Lead Annuity Trust
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Client
Client

$145,504

$75,000 to The Chicago Community Trust

Charitable Lead Annuity Trust – Grantor, 10 Years, 
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Charitable Lead Annuity Trust – Grantor, 10 Years, at 
Different § 7520 Rates 
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Solution #2:  Deferred 
Charitable Gift Annuity

• They’re a contract

• Regulated by the state of issuer and annuitant

• Charities typically issue at American Council on Gift 
Annuity rates

• 3 flavors:  current, deferred, testamentary

• Part gift and part sale

• Can be gift tax considerations and a gift tax return 
might need to be filed

• Donor or estate is eligible for a charitable deduction

• Retaining the right to revoke will cause inclusion if 
donor predeceases
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• Federal Law:  exempt from securities laws if (i) no commission on sale & (ii) disclose how invested

• State Law:  depends; e.g., laws on who can issue, provisions of contract, governing law, investment  

Map courtesy of American Council on Gift Annuities

Regulations
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Single Life

RateAge

5.4%65

5.9%70

6.6%75

7.6%80

8.7%85

Two Lives

RateAges

5.3%70 and 71-72

6.0%75 and 78-79

6.7%80 and 82

6.9%80 and 84

7.2%80 and 88-89

American Council on Gift Annuities

ACGA Charitable Gift Annuity Maximum Rates as of 
July 1, 2020 
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Charitable Gift Annuity – Deferred, Single Life, Cash
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SOLVING ISSUES FOR FAMILIES: SUPPORTING PARENTS

• 2019 AARP survey of adults aged 40-64
1/3 had given $$ to parents in past year

• 54% gave $1,000 or more
• 20% gave $5,000 or more

• Money used for parent’s groceries, housing, 
and medical expenses

• Payment is being made on a regular basis 

• 47% are worried about making future 
payments

• Findings consistent with a similar 2012 survey 
by Pew Research Center

A Survey of Midlife Adults Providing Financial Support to Family Members. Washington, DC: AARP Research, January 2020
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SOLUTION #4:  GIFT ANNUITY FOR PARENTS, STOCK

Be aware:
• Donor must recognize the capital gain; offset by charitable deduction
• Gift tax issue – donor might wish to retain a right to revoke 
• Medicaid eligibility – possible to use a special needs trust
• Taxation of social security benefits – consult with tax advisor

$26,389 Income 
tax deduction

Parents receive



Clients

Solution #5:  Gift Annuity – Two Lives, QCD
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Solutions Using 
Retirement Assets 
at Death
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Solution #6:  
Beneficiary 
Designation

• Donor completes designation 
form provided by the plan
administrator

• Charitable estate tax 
deduction

• Charity pays no income tax
• Best to provide charity with a 

copy of the completed form 
and the account number(s)
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Collection Issues

• Not notifying the charity the person has died and the charity is a b

• Open account at custodian (i.e. an inherited IRA account)

• Patriot & Know Your Customer Acts

• Withhold income tax – Form W-4R

• Solutions
• https://charitablegiftplanners.org/ira-distribution-resource-center
• Contact your state’s attorney general
• Litigation?

Solution #6:  Beneficiary Designation
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Beneficiary Designations
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• Charitable remainder trusts, unlike charitable lead trusts, are tax exempt
• Benefit of charitable tax deduction and deferral of tax on capital gain and 

retirement account distributions
• The many options for charitable remainder trusts allow for customization to 

align with donor goals and balance sheet
• Charitable remainder annuity trusts (“CRATs”)

• Simple, but not very flexible
• Charitable remainder unitrusts (“CRUTs”)

• Flexible, but can be complicated
• Standard, Net Income, Net Income With Make-up, FLIP

Solution #7: Charitable Remainder Trust
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Charitable Remainder Trust – Testamentary Unitrust
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Solution #8:  Testamentary Gift Annuity
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• May be more appropriate where donor does not have a taxable estate
• Check federal law - in 2022, the exemption is $12.06 million per individual or 

$24.12 million per couple
• Check state law - 12 states have an estate tax

• Achieve similar goals as a CRUT at less cost - no trust drafted, no EIN, no annual trust 
return, etc.

Gift 
Annuity
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• The only relevant authority is a private letter ruling – PLR 200230018

• If using an IRA beneficiary designation form, must state to X charity “for establishing a gift 
annuity”
• Larry Katzenstein has drafted sample language available on the Web
• May wish to have the IRA administrator’s counsel review proposed language

• It may be easier to create the testamentary CGA in the donor’s will or trust rather than using 
the beneficiary designation form

• Ask the client to execute a CGA with the charity that is conditional on the assets actually 
being received by the charity. State law will determine whether the donor should sign it. 

• A deferred gift annuity may be preferable because:
• it may take time to collect the balance of the retirement assets
• the charity may not be able to issue the annuity because the annuitant is too young

• Most charities will characterize the annuity payments as ordinary income

TESTAMENTARY CGAs:  KEEP IN MIND



QUESTIONS?



THANK YOU

TheChicagoCommunityTrust

312.616.8000 • cct.org

@ChiTrust

company/the-chicago-community-trust/

the-chicago-community-trust

Don Gottesman, JD LLM (Tax)
Director of Gift Planning
dgottesman@cct.org
312-616-6141
https://www.cct.org/our-
community/profile/don-gottesman/


