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What is the Teachers College Charitable Gift Annuity?


The Teachers College Gift Annuity is:

· a way to make a gift to Teachers College,

· that pays a life annuity to one or two beneficiaries,

· that affords federal tax benefits to the contributor.

Legally, the Teachers College gift annuity is a contract between the contributor and Teachers College.  The basic terms of the contract are that:

· Teachers College promises to pay the agreed-upon annuity.

· The annuity may not be assigned to a third party (other than to Teachers College).

· The contributor has transferred cash or marketable securities to Teachers College in order to make a donation and to establish the annuity.

· The annuity is governed by the laws of New York State.

· The age(s) of the annuity recipient(s) are to the nearest whole year.

Reserved Right to Revoke

In some instances, the annuity agreement gives the contributor the right to revoke the annuity payable to a second beneficiary – when there is a second beneficiary.  This right is usually reserved so that the contributor does not have to report the giving of the annuity to the other beneficiary as a completed gift for federal gift tax purposes.  Typically, the contributor does not exercise this right, and the second beneficiary receives his or her annuity as intended.

Office of Planned Giving  ▪  Teachers College, Columbia University  ▪  525 West 120th  Street, Box 306  ▪   New York, NY 10027      Tel:  (212) 678-3231   ▪   Toll Free:  (866) 782-4438   ▪   Email:  giftplan@exchange.tc.columbia.edu
What Backs the Gift Annuity Payments?

Teachers College’s obligation to make gift annuity payments is backed by the full assets of Teachers College.  If Teachers College should ever fail financially, individuals entitled to receive annuities from Teachers College would qualify as general creditors of Teachers College.

Investment of Assets Received for Gift Annuities


Assets received for gift annuities are held and invested by the College in an account that is separate from the College’s Endowment.

Payment Rates

Teachers College offers gift annuity payment rates that have been determined by the American Council on Gift Annuities.  These rates have been carefully calculated to provide what Teachers College believes are attractive payments to the contributor, but that also provide for a meaningful gift to Teachers College.

Not a Commercial Investment

The Teachers College gift annuity is not, and should not be viewed as, an investment.  It is, rather, a way to receive annuity payments while making a charitable donation.  In this respect, the Teachers College gift annuity is much different from a commercial annuity.  Rates are lower than those available through commercial annuities.
The fact that the Teachers College gift annuity is a gift plan allows you as contributor to claim a federal income tax charitable deduction, subject to certain limitations, if you itemize your deductions.

Tax Considerations

Establishing a Teachers College gift annuity possibly can provide you, the contributor, with several tax benefits:

· You will receive a current federal income tax charitable deduction, subject to certain limitations, if you itemize your deductions.

· Normally, part of your annuity payments will be considered a return of principal and will, therefore, be tax-free. 


· Establishing a Teachers College gift annuity may provide future estate tax savings.

Your deduction.    Your federal income tax charitable deduction is based on your age and a certain Internal Revenue Service interest rate (the “discount rate”), which changes monthly.  The higher the discount rate, the higher your deduction.  You may elect to use the discount rate for either of the two months preceding the month you establish your annuity.  The election is made by filing a certain form with your tax return.  Check with your tax adviser for details.

In general, the federal income tax charitable deduction for gifts of appreciated stocks held long-term is limited to 30 percent of adjusted gross income.  The limit is 50 percent of adjusted gross income for cash gifts.  Deduction amounts that exceed these limits may be carried forward for up to 5 years.

The tax-free part of your annuity.   Normally, part of your annuity will be free of federal income tax for a number of years (for your “life-expectancy” under Internal Revenue Service tables). This portion represents a return of principal.

If you pass away before recovering the total tax-free amount to which you are entitled, the unrecovered amount may be taken as a deduction on your final income tax return.  Your executor will take care of this.

Estate and gift tax considerations.  If you set up a gift annuity for just your own life, the assets you use to establish the annuity will be removed from your estate for federal estate tax purposes.


If you set up a gift annuity that is to make payments to you for life and then to a second beneficiary for life (a so-called successor-beneficiary gift annuity), the value of the second beneficiary’s annuity will be included in your estate for federal estate tax purposes.  If the second beneficiary is your spouse, his or her annuity will qualify for the unlimited federal estate tax marital deduction.

(Note:
It is usually a good idea when naming a second, successor-beneficiary, to reserve the right exercisable by will, to revoke his or her annuity in order to avoid making a taxable gift to him or her for federal gift tax purposes.  We at Teachers College, or your tax adviser, can provide further details on this point.)

If you set up a gift annuity that is to make payments to you and another beneficiary jointly and then make all payments to the survivor (a so-called joint and survivor gift annuity), the situation is pretty much the same from a gift and estate tax standpoint.  If the other beneficiary is your spouse, his or her right to receive annuity payments will qualify for the federal gift and estate tax marital deductions.

If you set up a gift annuity just for another person, you will be deemed to make a gift to the other person for federal gift tax purposes equal in amount to the value of his or her annuity.  Under current law, if the other person is your spouse, the annuity will qualify for the unlimited marital deduction.    

You also may wish to talk with your tax adviser about the possibility of claiming the $15,000 annual gift exclusion with respect to the gift to the other person.

Establishing a gift annuity with appreciated securities.   If you establish a Teachers College gift annuity with appreciated securities, part of your gift annuity payments will be taxed to you as capital gain.  In effect, part of the annuity that you would have received as a tax-free return of investment had you used cash to establish your annuity will be replaced by capital gain.

Your reportable gain will be spread over your “life expectancy,” and the total amount of your reportable gain will be less than the amount you would have to report if you sold your stock.

Note, however, that if you establish a gift annuity using appreciated securities for just one other individual (or to pay to another individual and then to you), your reportable gain may not be spread over the annuity payments but must be reported by you up-front.

Conclusion


This report is intended to provide helpful information regarding the Teachers College gift annuity program.  It should not be relied upon as tax or other legal advice, however.  For such advice, be sure to consult your own accountant, attorney or other adviser.


If you have any questions concerning the Teachers College gift annuity program, please call Louis LoRé, at (212) 678-3037 or toll-free at (866) 782-4438; e-mail us at giftplan@exchange.tc.columbia.edu; or write to the Office of Planned Giving at Box 306, Teachers College, Columbia University, 525 West 120th Street, New York, NY 10027.


Thank you for your support of Teachers College.
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