
Types 

Standard

Payments begin immediately.

Deferred 

Payments begin at least one year after the gift is made, with the date of first payment and payout rate 
specified at the time the gift is made. 

Flexible Deferred

A schedule of start dates and respective payout rates is established when the gift is made. The 
beneficiary elects for payments to commence on a date on the schedule with a pre-established amount 
of advanced notice.

How It Works 

The donor transfers cash or property to the charity in return for a promise by the charity to pay an 
annuity to the donor or another individual for life. Unlike a charitable remainder trust, the contributed 
assets are not held in trust. The annuity is a general obligation of the charity, meaning that the entire 
assets of the charity are subject to the annuity obligation.

The CGA is treated partially as the purchase of an annuity and partially as a charitable contribution. To 
reflect the gift element, the annuity rate of the CGA is lower than the rate paid on a commercial annuity. 
The charity decides the rate it will pay, and most organizations set the payout rate so that the residual 
gift to charity is approximately 50% of the amount donated.

Defined

A Charitable Gift Annuity (CGA) is a simple contract under which a charity agrees to 
pay a fixed sum of money for a period measured by one or two lifetimes in return for an 
irrevocable transfer of cash or other property.  
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Tax Considerations 

1. The donor is allowed to take an income tax charitable deduction for the excess of the cash or value of 
property contributed to charity over the fair market value of the annuity.

2. The transfer of property in exchange for a CGA is treated as a bargain sale. The cost basis of the 
property is allocated between the sale portion and the gift portion. The gain recognized on the sale 
portion of the transfer can be reported ratably over the donor’s life expectancy if (1) the annuity is 
non-assignable or assignable only to the charity and (2) the donor is one of the annuitants.

3. A portion of the annuity payment is reported as ordinary income and a portion is treated as non-
taxable return of principal. If property is contributed in return for the annuity, a portion will also be 
reported as capital gain. Once the the sale portion’s principal has been fully returned, the entire 
annuity is taxed as ordinary income.

. 

Advantages Considerations

All CGA Types
• Simple to establish and low administrative 

costs

• Payments are backed by the finances of 
the charity

• CGAs typically can be funded with smaller 
amounts than trusts

• Designating a CGA to fund a gift at termination 
is risky as the residuum is uncertain

• Tax benefits: Deferred capital gains,  
charitable deduction                         

• Most suitable for older donors, although 
deferred annuities may be attractive to 
younger individuals wishing to supplement 
their retirement income

Deferred/Flexible
• Deferring the start of payments can  

increase the payout

• May be used as a planning tool by the donor if 
the payment will replace a current stream of 
income that will cease on a specific date

•  The beneficiary may choose the date that 
payments begin

Donor

Beneficiary

Charity

Annuity

Tax Deduction Remainder

Assets
CHARITY



3   Charitable Gift Annuities

@BNYMellonWealth  |  bnymellonwealth.com

This material is provided for illustrative/educational purposes only. This material is not intended to constitute legal, tax, investment, or financial advice. Effort has been 
made to ensure that the material presented herein is accurate at the time of publication. However, this material is not intended to be a full and exhaustive explanation of 
the law in any area or of all the tax, investment, or financial options available. The information discussed herein may not be applicable to or appropriate for every investor 
and should be used only after consultation with professionals who have reviewed your specific situation.

The Bank of New York Mellon, DIFC Branch (the “Authorised Firm”) is communicating these materials on behalf of The Bank of New York Mellon. The Bank of New York 
Mellon is a wholly owned subsidiary of The Bank of New York Mellon Corporation. This material is intended for Professional Clients only and no other person should act 
upon it. The Authorised Firm is regulated by the Dubai Financial Services Authority and is located at Dubai International Financial Centre, The Exchange Building 5 North, 
Level 6, Room 601, P.O. Box 506723, Dubai, UAE.

The Bank of New York Mellon is supervised and regulated by the New York State Department of Financial Services and the Federal Reserve and authorised by the 
Prudential Regulation Authority. The Bank of New York Mellon London Branch is subject to regulation by the Financial Conduct Authority and limited regulation by the 
Prudential Regulation Authority. Details about the extent of our regulation by the Prudential Regulation Authority are available from us on request. The Bank of New York 
Mellon is incorporated with limited liability in the State of New York, USA. Head Office: 240 Greenwich Street, New York, NY, 10286, USA.

In the U.K. a number of the services associated with BNY Mellon Wealth Management’s Family Office Services– International are provided through The Bank of New York 
Mellon, London Branch, One Canada Square, London, E14 5AL. The London Branch is registered in England and Wales with FC No. 005522 and BR000818.

Investment management services are offered through BNY Mellon Investment Management EMEA Limited, BNY Mellon Centre, One Canada Square, London E14 5AL, 
which is registered in England No. 1118580 and is authorised and regulated by the Financial Conduct Authority. Offshore trust and administration services are through 
BNY Mellon Trust Company (Cayman) Ltd.

This document is issued in the U.K. by The Bank of New York Mellon. In the United States the information provided within this document is for use by professional  
investors.

This material is a financial promotion in the UK and EMEA. This material, and the statements contained herein, are not an offer or solicitation to buy or sell any products 
(including financial products) or services or to participate in any particular strategy mentioned and should not be construed as such.

BNY Mellon Fund Services (Ireland) Limited is regulated by the Central Bank of Ireland BNY Mellon Investment Servicing (International) Limited is regulated by the 
Central Bank of Ireland.

Trademarks and logos belong to their respective owners. BNY Mellon Wealth Management conducts business through various operating subsidiaries of The Bank of 
New York Mellon Corporation.

©2023 The Bank of New York Mellon Corporation. All rights reserved. | WM-421277-2023-08-31


