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What is planned giving? 
 

 Planned giving is a set of charitable vehicles that allow donors to leave money or assets to a 
nonprofit when they pass away.  

Planned giving can allow a donor to benefit from their invested assets during their lifetime 
while ensuring a seamless transfer to their nonprofits of choice.  

 
Planned giving lets donors support nonprofit organizations in meaningful ways through estate planning. It provides a 
unique opportunity for charitably-minded individuals to integrate their personal, financial, and estate goals with 
lifetime or testamentary charitable giving. Planned gifts can provide income streams for donors or their heirs and often 
have attractive income and estate tax benefits. 

Planned gifts can be created in two forms:  

REVOCABLE  IRREVOCABLE  

Can be changed at any time during a donor’s lifetime. 
 
Examples: beneficiary designations of life insurance, IRAs or 
other pension plans, bequests in a will or living trust. 

Cannot be changed or rescinded at any time. 
 
Examples: ownership rights to life insurance, charitable gift 
annuities, various types of charitable trusts. 

 

Gifts that provide tax benefits  
 
BEQUEST  
A bequest in a donor’s will allows them to retain full control of their assets during their lifetime, and to receive an 
estate tax deduction. A bequest may be a percentage of the estate or a percentage of the remainder of the estate, and 
may be unrestricted or restricted for a specific purpose. There are four types of bequests that a donor can leave to a 
nonprofit: 

RESIDUAL The remainder of the donor’s estate after providing for their loved ones. 

PERCENTAGE OR FRACTIONAL A gift expressed as a percentage or fraction of the donor’s estate. 

SPECIFIC A specified gift of money, property, or stocks and shares. 

WHOLE ESTATE Comprises a donor’s entire estate. This is usually left by those without beneficiaries or those 
wanting to achieve very significant impact. 

 
 
 
 
 
 
 
 



  
 

 
RETAINED LIFE ESTATE  

A donor may make a gift of their home by deeding it to an organization while continuing to live there. The donor 
continues to be responsible for maintenance, insurance, and property taxes. In return, the donor receives an 
immediate tax benefit based on market value and IRS tables accounting for life expectancy, depreciation, and 
minimum tax rates. 

 
GIFTS FROM IRAs  

Naming an organization as the beneficiary of an IRA, 401k, or defined contribution plan is an effective way to make a 
charitable gift. This avoids double taxation at the donor’s passing. 
 
LIFE INSURANCE  

There are two ways to make gifts of life insurance to an organization. A donor may transfer ownership of a policy, or 
purchase a policy with the organization as owner or beneficiary (this entitles the donor to tax deductions). 
Alternatively, a donor may make an organization the beneficiary (or contingent beneficiary) of their policy. In the latter 
scenario, the donor maintains ownership of the policy and their estate receives the tax deduction.  
 

Gifts that provide income and tax benefits 
  
CHARITABLE GIFT ANNUITY (CGA)  
 

 
 
A CGA is a gift arrangement whereby a donor contractually gifts cash or property to a nonprofit in exchange for a set 
income stream for life. The income stream is defined within the contract with the nonprofit, and remains the same 
each year. For creating the CGA, the donor receives an immediate income tax deduction for a portion of the value of 
the gift (the present value of that portion of the gift that would be deemed the “remainder” at the end of the CGA’s 
life). The donor also receives favorable tax treatment for the income stream received, as a large portion of each 
payment is considered return of principal. If appreciated property is used to fund the gift, the donor also receives 
favorable treatment for any capital gains tax responsibility. 
 
CHARITABLE REMAINDER TRUST (CRT)  
 

 
 



  
 

 
There are two different types of CRTs:  

CHARITABLE 
REMAINDER 
UNITRUST (CRUT) 

A trust arrangement where property or cash is placed into a binding document stating the assets within the 
trust are to be used to pay an income stream to a chosen beneficiary for the life of the donor for a set 
period of time. At termination, the assets remaining in the trust will go to the nonprofit named in the 
document. For creating the trust, the donor receives an upfront income tax deduction for a portion of the 
assets based on the age of the donor at trust establishment, the payout duration, and other factors. If 
property subject to capital gain is placed in the trust, the asset receives favorable tax treatment. The 
income stream paid to the beneficiary each year is determined by a set percentage rate which fluctuates 
annually based on the underlying principal value of the trust. 

CHARITABLE 
REMAINDER 
ANNUITY TRUST 
(CRAT) 

Similar to a CRUT (described above), but the income stream is based on a predetermined percentage rate 
of the original market value of the assets placed within the trust. For example, if the value of the assets 
placed into the trust at its inception were $500,000, and the percentage rate within the trust is stated as 
5%, then the income stream each year of the trust would be $25,000, regardless of the trust principal 
balance. 

 
CHARITABLE LEAD TRUST (CLT)  
 

 
 
In a CLT a donor loans assets to an organization for the term of the trust. The trust distributes its income to the 
organization for a set term and at the end the assets are distributed to non-charitable heirs (usually children or 
grandchildren). This allows the donor to make current gifts without giving away assets while eliminating transfer taxes 
(estate and/or gift taxes) when the assets come to their heirs. 

 

A CLT is a gift in a trust agreement created whereby donors place cash or property into the trust for a determined 
period of time (e.g., life, term of years). During the life of the trust, a predetermined percentage rate would be stated 
in the document. This income percentage would be released from the trust each year and distributed to the named 
charities within the document. At the end of the trust period, the remaining principal balance is either returned to the 
donors or distributed to another beneficiary (e.g., heirs) named within the trust. 

 

As with the CRT, there are two types of charitable lead trusts:  

CHARITABLE LEAD 
UNITRUST 

The income stream is based on a set percentage of trust principal at the end of each year. 

CHARITABLE LEAD 
ANNUITY TRUST 

Income stream is fixed as a percentage of the original principal value of the assets placed in the trust. 

 

 

 



  
 

 
Definitions 
 

ANNUITY A series of payments made at equal intervals over a period of time. In the case of a CGA, the series of 
payments are made over the lifetime of the annuitant(s), and the payment amount (based on the donor(s) 
age and life expectancy) is established at the time of the gift. 

BEQUEST A codicil to a will or living trust that leaves personal property/assets to a designated beneficiary for that 
specific bequest. The beneficiary can be charitable or non-charitable. 

CAPITAL GAINS The profit realized on the sale of an asset that was purchased at a cost amount lower than the amount 
realized on the sale. 

DOUBLE TAXATION A taxation principle referring to income taxes paid twice on the same source of earned income. It can occur 
when income is taxed at both the corporate and personal level.  

GIFT TAX The tax on money or property that one living person gives to another. Items received upon the death of 
another are considered separately under the inheritance tax. 

PROPERTY TAX A levy on the value of a property. The tax is levied by the governing authority of the jurisdiction in which 
the property is located. 

TRANSFER TAX A tax on the passing of title to property from one person (or entity) to another. 

UNITRUST (Also known as a Charitable Remainder Trust) A unitrust is a charitable trust created by the donor that 
creates an income stream which is established as a set rate on the principal value of the underlying trust 
assets each year. 
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Institutional Investments & Philanthropic Solutions (“II&PS”) is part of Bank of America Private Bank, a division of Bank of America, N.A., 
Member FDIC and a wholly owned subsidiary of Bank of America Corporation (“BofA Corp.”). Trust and fiduciary services and other banking 
products are provided by wholly owned banking affiliates of BofA Corp., including Bank of America, N.A. Brokerage services may be 
performed by wholly owned brokerage affiliates of BofA Corp., including Merrill Lynch, Pierce, Fenner & Smith Incorporated (“MLPF&S”). 

Certain Bank of America Private Bank associates are registered representatives with MLPF&S and may assist you with investment products 
and services provided through MLPF&S and other nonbank investment affiliates. MLPF&S is a registered broker-dealer, Member SIPC and a 
wholly owned subsidiary of BofA Corp. 

 

Investment products offered through MLPF&S and insurance and annuity products offered through MLLA: 

Are Not FDIC Insured Are Not Bank Guaranteed May Lose Value 

Are Not Deposits Are Not Insured by Any 
Federal Government Agency 

Are Not a Condition to Any 
Banking Service or Activity 

 

Bank of America, N.A. and MLPF&S make available investment products sponsored, managed, distributed or provided by 
companies that are affiliates of BofA Corp. 

© 2019 Bank of America Corporation. All rights reserved.   

   To learn about Bank of America’s environmental goals and initiatives, go to bankofamerica.com/environment. 
Leaf icon is a registered trademark of Bank of America Corporation 


