NONPROFIT INSIGHTS December 2023

Planned Giving Flash Update

QCDs to Life Income Gifts and CGA Rates Increasing

At the board meeting on November 17, 2023, the American Council on Gift Annuities (ACGA) voted to
increase its suggested payout rates for Charitable Gift Annuities (CGA) effective January 1, 2024. In this
flash update, we discuss updates for Qualified Charitable Distributions (QCD) to create CGAs and
Charitable Remainder Trusts (CRT) and the positive implications of increasing CGA rates.

1. CGAs and CRTs created with QCDs e Screening your donor demographics specifically for
e The Consolidated Appropriations Act of 2023 your 70.5+ donors will allow you to present this new

expanded the definition of QCDs to include

distributions to create CGAs and charitable

remainder trusts (CRTs). Some of the key provisions
under the new act, and most recent update include:

o The annual limit (indexed for inflation) is
increasing in 2024 to $53,000.

o This new type of QCD is a one-time maximum
transfer ($53,000 in 2024) in exchange with a
charity for a CGA, or to a qualified CRT.

o The new QCD can only be done once during the
lifetime of the IRA owner, and must occur within a
single calendar year.

o Each spouse may contribute up to $53,000 to a
joint CGA from their respective IRAs, resulting in a
$106,000 CGA for the couple.

o At least one of the income beneficiaries must be
at least 70.5 years, and the CGA must have a
payout rate of at least 5%, which effectively puts a
lower limit on the age of the spouse.

o No deferred payment CGAs allowed and the CGA
is non-assignable.

o The QCD gift does not qualify for an income tax
charitable deduction but instead escapes income
tax liability on the transfer.

o Annuitants must be the IRA owner and/or their
spouse.

o For additional details visit the ACGA website.

If you have been talking to someone with an IRA who
is concerned because they still need income, the
QCD could be an option.

opportunity for giving.
e If your charity is currently accepting QCDs, you

should be able to use the same process to fund the
QCD CGA.

2. CGA Rates Increasing

e The ACGA’s suggested maximum payout rates are
increasing on January 1, 2024 by approximately
0.4%, depending on the age of the annuitant. For
example, for a single-Llife annuitant age 79, which is
the average age for annuitants at the time of gift,
the annuity rate has increased from 7.4% to 7.8%.

e When compared to other relatively low-risk,
income-producing options, such as government
debt securities, the rates available on a CGA
contract remain very attractive, especially for
donors who value the philanthropic aspect (of
leaving the residuum to the sponsoring charity).

¢ Along with the increases in interest rates, the IRS
discount rate continues to increase. The IRS
discount rate is used in calculating the charitable
deduction for donors in establishing new CGAs, and
this is pertinent for taxpayers who itemize their tax
deductions. Generally for those donors, the higher
the discount rate, the higher the charitable
deduction that is available and thus, larger up-front
tax savings.
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3. Finding the right approach with donors

= The primary approach is to focus on the charitable
gift aspect of the CGA contract; for donors, it is
essential to hear about the importance of what
their gift will help accomplish at the charity.

= Another approach is to focus on the income stability
aspect of a CGA contract. Emphasize the fact that
payments are fixed for life. Because the payout
amount is based on the original gift value, the
distribution to annuitants is not impacted by market
volatility or other changes to the current value of
the original gift. For individuals looking for this
form of steady income stream, this could be a
valuable aspect.

= The new mortality table (2010CM), which can be

used for gift annuity proposals, is more
conservative than its predecessor. As a result, it
produces a larger portion of tax-free annuity, which
might be attractive for your prospects.

Another option would be to consider an estate
planning use of the charitable gift annuity for
beneficiaries or heirs. Notwithstanding certain
exceptions such as a spousal beneficiary, existing
legislation (the SECURE Act) requires that IRA or
other qualified funds be distributed within 10 years
of a decedents passing. Funding a gift annuity with
remaining qualified funds would allow those assets
to be stretched over the lifetime of the annuitants.
The annuity rates in effect at the time of the gift
annuity’s funding would apply.

The information set forth in this Planned Giving Flash Update is for informational and educational purposes only. It is
not intended to be used or relied upon as legal advice or tax advice. Any clients or potential clients of PNC who desire
to implement these strategies, should do so only after receiving advice from their independent tax and legal advisors,
who should explain how these strategies may impact your individual situation and prepare the necessary documents
and/or other items that are necessary to properly implement these strategies.

Income Method Income Rate

Single-Life CGA Contract (Age 61 and older)' 5.3% - 10.1%
S&P 500 Dividend Yield' 1.49%
10-Year Treasury Note' 4.36%
U.S. Money Market Fund Prime Retail Gross Yield? 5.17%

'Source: ACGA, FactSet® Research Systems Inc., PNC; All data as of 11/30/23.
2 Source: sec.gov. data as of 10/31/23.
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READY TO HELP

The Endowment & Foundation National Practice Group

The Endowment & Foundation National Practice Group builds on our long-standing commitment to philanthropy

and is focused on endowments, private and public foundations, and nonprofit organizations. We seek to help these
organizations address their distinct investment, distribution and capital preservation challenges. For more information,
contact Chris McGurn at christopher.mcgurn@pnc.com or Henri Cancio-Fitzgerald at henri.fitzgerald@pnc.com.
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These materials are furnished for the use of PNC and its clients and do not constitute the provision of investment, legal, or tax advice to any person. They are
not prepared with respect to the specific investment objectives, financial situation, or particular needs of any person. Use of these materials is dependent
upon the judgment and analysis applied by duly authorized investment personnel who consider a client’s individual account circumstances. Persons reading
these materials should consult with their PNC account representative regarding the appropriateness of investing in any securities or adopting any
investment strategies discussed or recommended herein and should understand that statements regarding future prospects may not be realized. The
information contained herein was obtained from sources deemed reliable. Such information is not guaranteed as to its accuracy, timeliness, or
completeness by PNC. The information contained and the opinions expressed herein are subject to change without notice. Past performance is no guarantee
of future results. Neither the information presented nor any opinion expressed herein constitutes an offer to buy or sell, nor a recommendation to buy or
sell, any security or financial instrument. Accounts managed by PNC and its affiliates may take positions from time to time in securities recommended and
followed by PNC affiliates. Securities are not bank deposits, nor are they backed or guaranteed by PNC or any of its affiliates, and are not issued by, insured
by, guaranteed by, or obligations of the FDIC or the Federal Reserve Board. Securities involve investment risks, including possible loss of principal.

The PNC Financial Services Group, Inc. (‘PNC”) uses the marketing name PNC Institutional Asset Management®for the various discretionary and non-
discretionary institutional investment, trustee, custody, consulting, and related services provided by PNC Bank, National Association (“PNC Bank”), which
is a Member FDIC, and investment management activities conducted by PNC Capital Advisors, LLC, and wholly-owned subsidiary of PNC Bank. PNC does
not provide legal, tax, or accounting advice unless, with respect to tax advice, PNC Bank has entered into a written tax services agreement. PNC Bank is not
registered as a municipal advisor under the Dodd-Frank Wall Street Reform and Consumer Protection Act.

“PNC Institutional Asset Management” is a registered mark of The PNC Financial Services Group, Inc.

Investments: Not FDIC Insured. No Bank Guarantee. May Lose Value.
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