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Finding prospects for planned giving is a key task for most of us.  Few of us have the luxury of having too 
many donors come to us asking, of their own volition, how to make a planned gift.  As a result we spend a 
great deal of time seeking potential donors by spreading our messages to potential donor audiences and 
cultivating those who express an interest in the ideas we discuss. 
 
At first blush, an “estate planning” seminar would seem to be a natural way to identify potential new 
donors.  Everyone should be interested in planning for his or her financial future, after all, and if we 
presented planned gifts in the context of a larger estate planning process, we should be able to attract large 
numbers of people who not only have assets to transfer but also have an interest in transferring at least 
some of those assets to the charities we represent. 
 
Alas, the rosy potential of the estate planning seminar rarely seems to be realized in practice.  More often, 
seminars fall flat, and instead of a room full of eager, engaged potential donors, who leave with a set of 
new and exciting ideas for making gifts, we find ourselves faced with a paltry turnout of curious but not 
very motivated people who leave no closer to making a gift than they were when they arrived.   
 
Early in our careers we tried to market planned giving through estate planning seminars. Two experiences 
changed how we thought about seminars as a way of identifying potential new donors.  In the first instance, 
we selected a venue (Orlando) that we thought might attract a large number of prospects.  We knew that a 
good selection of alumni lived within easy driving distance; we held the seminar in a central and attractive 
location; and we brought in one of the nation’s top and most engaging presenters as our speaker.  We 
publicized the seminar in timely and what we thought was enticing fashion.  But, on the day of the event, 
five people showed up, only one of whom had been on our original donor list.   
 
Although attracting new prospects not already on one’s major gift list is certainly a good thing, these 
attendees were absent from the prospect list for good reason.  Their resources just did not make them 
candidates for even a small planned gift.  While the speaker graciously and smoothly shifted from his 
formal prepared talk to a more informal interaction with the audience, and while the audience left 
appreciative, no gifts resulted from the event in spite of our follow-up with the attendees.  In other words, 
the “wrong” people attended, not enough people attended, and the messages, therefore, regardless of how 
well articulated they were, never reached the audience we desired. 
 
Our second experience was quite different. Taking a lesson from charities that had conducted what they 
thought had been successful seminars by combining forces and co-sponsoring the seminars with partner 
organizations, we teamed up with several other significant charities and the major bank in the town in 
which our college is located.  The development staff of one of the other charities knew of a “fabulous” 
speaker to engage and, to our regret, we acquiesced to their suggestion.  On the day of the event, roughly 
50-60 people appeared, again, most of whom we did not know and who were there because of the bank’s 
name on the invitation.  But we certainly had a “critical mass,” and that could only be good.     
 
The speaker, however, turned out to be inspirational, to be sure, but she was most inspired to push her own 
life insurance business and the products inherent in that business.  Because she had no association with any 
of the charities in the room and because her own self-interest kept her touting life insurance, she barely 
covered charitable gift annuities or trusts, and then almost as an afterthought.  So, in this case, the audience 



left more knowledgeable about life insurance, perhaps, but also offended because of the hard sell.  Again, 
no gifts resulted. 
 
From these and other similar experiences, we have learned that many people, especially the people we 
would like to attend, shun traditional seminars.  Many individuals, retired or not, are quite busy and do not 
have time to attend an event that draws them only casually or whose subject matter they feel they have 
already digested from other sources.  Others fear being bored by a speaker who, even though he or she 
might in fact be quite dynamic, is an unknown quantity.  We all have found ourselves sitting in audiences 
listening to speakers who had been touted as “inspirational,” but whose actual presentation turned out to be 
exceedingly pedantic or self-serving. 
 
Even if prospects are not concerned about being bored, they sometimes dread appearing dim-witted.  They 
may have tried to read brochures and other publications about planned giving and think the material will be 
all about esoteric tax structures or complicated spreadsheets or some strange legal entities called CRATs 
and CRUTs and they won’t understand any of it.  After all, all those brochures are sitting, waiting on the 
back of a desk, for a time for them to “study” them carefully. Many fear there will be little time for 
questions, and anyway they are reluctant to ask “stupid” questions in front of strangers. After all, that is 
why people engage financial planners: to comprehend the material and recommend courses of action.  And 
finally, many prospects are, as our second seminar experience illustrates, often rightly suspicious of the 
motives of the presenters.  They fear they will be “sold” something and, if they do attend, they come 
already guarded, with their psychological defenses well in place.  Given that kind of a mind-set, it is no 
wonder our philanthropic messages get lost and our follow-up ignored. 
 
Several years ago, early in the life of our consulting company, we were asked by one of our clients to help 
her design a planned giving seminar that people would attend.  She had been burned by her previous 
efforts, and every idea we came up with she nixed: “nope, tried that before and people do not come and 
they did not like it if they did come.”  We could only agree with her, remembering our own experiences, 
but we kept talking, knowing that planned gifts are complex and that the more prospects learn about the 
opportunities available to them, the more gifts a charity can expect to receive.  
 
While we were still struggling with how to set up a seminar that would work, our client asked us to take a 
step back and try to find out, from her best donors, exactly why none of them would attend a planned 
giving workshop. “Do a survey,” she suggested.  “No,” we thought, a survey is too abstract and not likely 
to be answered by people already resistant to learning about planned giving.  We considered conducting 
individual interviews, but rejected those as time-consuming and stilted; we knew, too, that some potential 
donors are offended by the implied criticism inherent to their being interviewed—“Why haven’t you made 
a planned gift to the school?”  The interview could too easily turn into a kind of interrogation, no matter 
how politely conducted.   
 
We proposed instead to offer a focus group, thinking that if we brought a group of donors together, we 
could generate good, interactive dialogue that might offer more insight than individual interviews. We 
hesitated, though, concerned that focus groups were too “touchy-feely” and superficial to provide the kind 
of substantive information we were seeking.  Somewhat to our surprise, our client, who had rejected every 
other idea we proposed, accepted our suggestion, knowing, like the good teacher she was, the inherent 
value of small-group dynamics. 
 
Even though we made the suggestion, we were not so sure ourselves.  Indeed, one of us was extremely 
skeptical about the concept of a “focus group,” as her only experience with one was to attend a publisher’s 
focus group for academics on the process of choosing textbooks for a class in American literature. In that 
instance, it became quite clear within the first five minutes that the perky, just-out-of-college-herself 
“leader” was selling a particular textbook and was not the least bit interested in any kind of dialogue. It was 
also eminently clear that one of the attendees, dissatisfied with the textbook he currently used, wanted to 
share his dissatisfaction with all 49 of the rest of us. He was far better than Perky Leader at commanding 
attention, so we listened to him for 45 minutes and then picked up our $50 check for “participating,” 
though no one did (participate, that is).  The very fact that the participants were paid for attending made us, 



in retrospect, suspicious:  if we had to be enticed by dollars to attend, what was the likelihood that we 
would seriously care about the focus of the group.  
 
Thus, before we conducted a focus group for our client, we read many books and articles about successful 
facilitating. We became (slightly) more enthusiastic about the concept when we understood that the idea 
behind a successful focus group was the same as that behind the best teaching strategy: involving our 
students in learning. As academics in the 70s and 80s, we had grown to realize that students learned better 
when they were involved. Our classroom experiences were reinforced by numerous studies and 
publications, including the seminal “Involvement in Learning” (Alexander Astin and others), which 
demonstrated that students learn best when they are actively involved in their schools—both in the 
classroom and out.  What had seemed common sense to us was confirmed in study after study about how 
people learned. 
 
We then offered the focus group to see what we could find out. Somehow we managed to set up this initial 
focus group with all the right ingredients:  a comfortable venue for the meeting, an appropriate group of 
potential donors, a clear announcement in the invitation that we were not selling anything and that we were 
only gathering information on behalf of the charity, so there would be no pressure.  We were lucky, too, in 
that one of the appropriate couples who had a vested interest in the charity—a school their daughter 
attended—offered to host the focus group in their lovely home.  And our client knew her constituents well 
and proved adept at identifying and inviting just the right mix of potential donors.  
 
Eleven people had accepted our hosts’ invitation and eleven showed up, a tribute to how respected the hosts 
were (choosing hosts for a session is a crucial first decision).  The eleven represented a coherent 
demographic pattern, mostly professional couples with adolescent children in private schools; they were 
closely connected to the charity, and likely (in the judgment of our client) to be articulate.  As it turned out, 
she had chosen well. 
 
The appropriateness of the participants was not evident at the outset.  One of the participants declaimed, in 
pre-group conversation, that this evening was all a waste of time, that people had their own individual 
reasons for not giving a planned gift, so what was the point of the focus group anyway?  It turned out, as 
we discovered in talking with this man and his spouse, that he had no direct connection to the charity.  It 
was his wife who cared (her mother had been on the school’s board many years ago).  From this pre-
session chit-chat we learned who in that couple warranted our attention.  And we learned the value of pre-
session conversation made possible by the informal setting and small number of participants. 
 
We began the focus group session with a set of questions we thought would elicit the information about 
why no one seems willing to learn about planned giving by attending the workshops our client had 
sponsored.  A few common-sense reasons were voiced:  no one has the time; workshops are boring; that’s 
what we hire financial planners for.  Then one participant described a workshop on annuities she had 
attended, an event sponsored by her insurance company, which turned out to have the not-so-hidden agenda 
of selling commercial life annuities as investment vehicles.  This anecdote gave us the opportunity to ask 
“Did the presenter talk about charitable gift annuities?’ 
 
“I don’t remember,” our participant responded.  “I don’t think so.  If he did it didn’t stick in my memory.  
How is that different from a regular annuity, anyway?” 
 
Bingo!  Here was our opportunity.  We could present the basics about CGAs as a response to a genuine 
question rather than as a part of prepared patter. As we discussed how CGAs worked (and how different 
from commercial annuities they were), we could see real expressions of interest. One reticent woman, 
though, kept looking confused, so we asked her what was wrong. “I just don’t get it,” she said, adding that 
she was one of those people we referred to as having a pile of brochures on planned gifts just waiting for 
her to “study” them “when I have the time.”   
 
To answer her, we used our favorite “apple tree” analogy: “Let’s say you have an apple tree,” we told her. 
You could do many things with that tree and its apples. You could just keep the tree and the apples, paying 
taxes on the apples you sell, and giving a few away each year to your favorite charity. You could give the 



entire tree to your favorite charity, thus allowing the charity to pick and use the apples from here on, 
receiving in exchange a tax deduction for the full value of the tree. You could give the apple tree to your 
favorite charity when you die, or you could give the apple tree to your favorite charity (receiving a partial 
tax deduction) but then keep the apples for as long as you live . . . and that last example is how a charitable 
gift annuity works. After a moment of silence, the woman started smiling: “I get it,” she said “I really get 
it.”  
 
Thus, during the course of the evening a remarkable thing happened: the group began to take on an 
instructional life of its own. The participants, in order to give advice about workshops on planned giving, 
had to ask questions about CRTs and CGAs, and, as they listened to our explanations, they learned what 
these acronyms stood for and how they could, indeed, benefit the charity as well as themselves and their 
families. The next morning, one of the participants e-mailed us (not the charity) asking how she could “do” 
one of those CGAs herself.  
 
Thus, like a scientists who discovers a cure unexpectedly, we had inadvertently found our answer where we 
least expected it: the best venue to teach people about planned giving was not a workshop or a seminar but 
a focus group.  What we discovered was that a carefully designed focus group could avoid all the problems 
of an estate planning seminar and provide a new way to market planned giving.  
 
How focus groups work 
 
A focus group is a small group of people gathered together to provide advice, usually about a product or a 
service. A conventional focus group is a source of marketing information. Our adaptation of the focus 
group concept is to use the focus group to market planned gifts. 
 
Focus groups for planned giving marketing need to impart information in order to provide a context for the 
discussion.  Participants cannot voice opinions about the potential attractiveness of a charitable gift annuity, 
for example, unless they understand what a CGA is and how it works.  We have found that facilitators can 
convey information best through sample donor stories, especially if those stories reflect the demographics 
of the people in the group.  We tell a number of stories in the groups we lead, but always with a purpose of 
conveying to the audience the benefits inherent in the philanthropic plans that are the subject of the session. 
Focus groups are in many ways simple to conduct. We have found the following guidelines particularly 
important: 
 

1. Facilitators should take into account that participants are busy and thus the focus group should 
be limited in time.  We suggest no more than one hour, with the facilitators keeping strict 
track of the time and holding themselves to the schedule.  Should participants want to remain 
beyond the hour, of course we are delighted to talk more specifically with them. 

2. The session should be held in a neutral location, convenient to the attendees, preferably in a 
volunteer’s home or place of business. The best focus groups do not take place at the charity, 
in order to reduce the perception of a hidden agenda. 

3. The number of attendees should be limited to no more than 15, with 8-12 a more ideal 
number.  In that way everyone will have a chance to speak and voice an opinion.  Skillful 
facilitators will ensure that everyone does speak and that all perspectives can be heard. 

4. In part to create the groundwork and group expectation that all will participate actively in the 
session, a good focus group begins with a question to which everyone responds—something 
along the lines of “what is your connection to the charity.” If a participant speaks in the first 
five minutes, she or he is much more likely to feel comfortable speaking later in the session. 

5. The space should be organized in order for everyone to see everyone else.  A round or oval 
seminar table—or a roughly circular set of chairs in a volunteer’s living room—works best.  
Avoid those “classroom” settings in which all attention is focused on the front of the room.  
Interaction is essential to focus group success; the shape of the “table” is important not only in 
international diplomacy, but it is critical for small focus groups as well. 

6. Focus groups work best with two facilitators.  Just as two people often can bring greater 
success than one in donor cultivation or solicitation calls, so they can complement one another 
in a focus group setting.  While one explains, the other observes.  Body language can speak 



more powerfully and more accurately than words. The person sitting at the end of the table, 
scowling, with her arms crossed, or the individual with the suddenly perplexed look on his 
face need to be drawn into the dialogue.   

7. Facilitators should assume that no one really understands the planned giving methodologies 
under discussion, even if they say they do.  We have often found people (including attorneys 
and financial planners) who claim to be familiar with a charitable vehicle who do not at all 
understand the concept. “Annuities” is the term that befuddles many professionals, who 
understand only a commercial annuity.  Facilitators should not talk down to the audience, of 
course, but they can and should take the time to explain the essentials and to make sure 
everyone in the audience “gets it” before asking for advice. 

8. Finally, and in order to make sure that participants do have a chance to ask questions and 
express their opinions, facilitators should limit their own explanations (no matter how 
interesting they believe their stories may be) to no more than twenty minutes.  Only then can 
the group interact as they grapple with which of the benefits is most important to “people like 
them.”   

 
Why focus groups work  

 
First of all, focus groups work in the same way successful collegiate seminars work: prepared, 
dedicated attendees are involved in the conversation. At any moment each individual could be asked 
“what do you think?” about the issue at hand.  
 
Second, focus groups, by their nature, remove us from the all-too-frequent mind-numbing PowerPoint 
presentations that seem to dominate academic and professional life these days. As Edward Tufte has so 
cleverly pointed out, PowerPoint imposes a particular style of presentation that can easily obfuscate 
meaning or that can turn a powerful voice (such as Lincoln’s in “The Gettysburg Address”) into 
meaningless drivel. PowerPoint does create its own “logic” and in doing so, turns people into 
observers, passively accepting the implied parallelism of the bulleted items being presented. Whether it 
obfuscates, limits the way we can think, or just numbs our minds, it is not an “active” teaching device 
and the sooner it disappears from classrooms and board rooms, the happier we will be.  As a well-
known computer guru put it, “power corrupts; PowerPoint corrupts absolutely.”  Disclosure note: we 
are not opposed to the PowerPoint format in itself; in fact, we do use PowerPoint slides in our focus 
groups.  We print the slides out and give them to participants so that they have definitions and 
examples they can take home with them and upon which they can take notes. PowerPoint is a tool, and 
we believe it should be used only when, like any good tool, it helps to reach our goal, which in this 
case is clear and effective dialogue and communication. 
. 
Third, focus groups work because successful focus group leaders do not sell anything.  Because the 
purpose of the event—and the invitation (whether done in writing or in person) should make this 
clear—is to seek the attendees’ advice, people who attend are less concerned about a potential “bait 
and switch” that will lead to a sales pitch for term insurance or timeshares in Texarkana. Because the 
facilitators—and we stress that the leaders should be facilitators not presenters—are (or should be) 
outsiders who do not work directly for the charity, participants can feel confident that the facilitators 
will not benefit personally from the session.  The invitation should be clear on that point, too.  In fact, 
we often note in our introduction to the groups that we have no vested interest in the results; we make 
no commissions and we have nothing to sell. This disclosure usually produces sighs of relief. 
 
Fourth, focus groups work because participants have the opportunity to ask questions, even “dumb” 
questions.  The small size of the group and the fact that everyone has to speak in the first five minutes 
frees most people to ask questions.  And most people who have never given a planned gift do have 
questions. Almost everyone has a story from her or his family about an Uncle Clyde who lost all his 
money because some slick talker encouraged him to invest in a shady variable annuity or something 
like that. No one wants to be Uncle Clyde. 
 
Finally, small group dynamics encourage people to see the “deal” in life-income gifts and to be 
reassured that many of their classmates or colleagues are benefiting by giving to the charity in this 



innovative way. There is nothing more powerful than having one person in a focus group suddenly 
understand how a planned gift such as a charitable gift annuity can benefit the charity and provide a 
lifetime income to her. Though we once believed that only a certain type of person derived pleasure 
from “deals,” an 84-year old Methodist woman who serves on a campaign committee for one of our 
clients told us in no uncertain terms, “Dears, we all love a deal.”  

 
 
 
 
 
Why focus groups can help you reach special audiences that you really want to reach 
 
We have found that while the focus group format works well in any number of contexts and for a wide 
variety of audiences, some audiences respond especially well and, more important, tend to respond with 
personal interest in the philanthropic ideas discussed by the groups. 
 
Women, especially older single women, whether they are widowed, never married, or divorced, tend to find 
these sessions especially attractive.  At the risk of making broad generalizations about gender differences, 
we can report that we have found that many women over 70 have not had the experience of managing 
money that their husbands or fathers or even their younger female counterparts have had, even though 
statistics indicate that by 2010 over 60 percent of the wealth in this country will be controlled by women.  
As a result, older women are often more concerned about financial security than their male compatriots.  
Research (much of it conducted and reported recently by Marjorie Houston, Cynthia Wilson Krause, and 
Cindy Sterling) has suggested that women tend to find financial security more of a troublesome issue than 
do men.   
 
Even younger women, who may be accustomed to managing money, tend to “remember” the maiden aunt 
or family friend who outlived her resources and who had to rely on others (or on the state) for her care.  
And even long-married women are usually quite aware that they are statistically likely to outlive their 
husbands by more than a few years. Women also tend to be more pessimistic about money than men, less 
secure that “things will work out” or that they will “find a way” to navigate through the financial potholes 
that open up along the highway of life.   
 
Finally, women tend to be more frugal about their long-term security than men, more likely to invest their 
retirement pools in conservative assets, and more likely to want to have a significant financial cushion for 
that inevitable “rainy day.”  For such women, the benefits of a charitable gift annuity seem ideal, and focus 
groups that concentrate on CGAs often work extremely well—meaning they generate inquiries about 
gifts—with an audience of predominantly older women.   
 
For older women with children a focus group might also examine trusts and how trusts can benefit families 
and charity alike.  Children naturally engender concerns about college, about future grandchildren, about 
financial safety-nets, and about how to provide help without indulgence.  Trusts can often address all of 
these issues and might be a key focus for women whose concerns center on the succeeding generation as 
well as on their own financial security.    
 
Finally, focus groups appeal directly to many women’s response to and desire for engagement with the 
charity, engagement that almost always precedes a gift.  All these connections make a focus group an 
especially valuable forum for cultivating gifts from women. 
 
The second audience that we have found particularly attracted to a focus group format is the regular small-
donor population.  Every organization that has a fundraising operation has these people, individuals who 
have given small gifts, usually under $100, every year for a decade or more.  They respond to written 
solicitations or to telephone requests or they buy a ticket to the annual charity ball or silent auction.  They 
clearly are attracted to the mission of the charity but their gifts are never large enough to generate the staff 
attention a larger dollar amount does.  Yet, these are the very people who might be classic potential planned 
gift donors.   



 
Data collected over a number of years, analyzing giving patterns from a number of major colleges and 
universities, indicate that most major gifts do not come as a result of a steady and regular set of stepped 
increases, nor as a one time “surprise” gift.  While most charities occasionally receive that unexpected 
surprise big gift and while some donors certainly do increase their gifts every year, most major gifts come 
after a series of smaller, regular donations.  In fact, on average, the first major gift, however the 
organization defines a major gift, comes after the eleventh gift in a series, no matter how long it took for 
the donor to make those eleven donations.  Something created a “tipping point” beyond which the donor 
decided to change the character and size of her investment in the charity.  We would argue that a focus 
group can act as a catalyst for just such a tipping point. 
 
The Interactive Example 
 
We now turn to facilitating a focus group. Specifically, we would like to offer this focus group to select 
members of a legacy society from Small Midwestern College. If we can have six volunteers from the 
audience, please come up to this table and pick a “character.”  Remember, as members of the legacy 
society, each of you has already put SMCollege into your will: you care about this college.  Here is the cast 
of characters: 
 
Jane, age 72: has given small gifts to SMCollege for the past 30 years. Jane is convinced that she will 
outlive her income, just as her Aunt Emily did, and will end up living in a shared Medicaid room in the 
nursing home across town. That she has considerable savings (over $1 million all in CDs) as well as her 
deceased husband’s generous retirement income means nothing to her. Soon, she is convinced, she will be 
broke. 
 
Phyllis and Howard, ages 82 and 84:  both are retired; he is generous; she is not; he graduated from 
SMCollege; she did not. He would love to be able to give more than $500 a year to his alma mater, but 
Phyllis worries about their future and wants to continue to save money to leave to their only son (a 
successful surgeon in San Francisco). Howard would love to name a room in the new science center being 
constructed at SMCollege after his parents, who also attended SMCollege, but he realizes that a “naming 
gift” costs a lot more than $500 a year. Phyllis, though, does not want to part with “that kind of money” 
and, in fact, did not at all want to attend this focus group, telling Howard that “it has to be some sort of 
scam.” 
 
Edna, age 67:  is still working as a municipal judge; Edna is generous and thinks she understands annuities; 
after all, she learned all about annuities in law school.  But what she learned about were commercial 
annuities.  In fact, she has purchased such a commercial annuity and made SMCollege the contingent 
beneficiary, so she believes she has already completed a charitable annuity--at least that is what the 
salesman told her she was doing. 
 
Jack, age 60:  defines himself as an entrepreneur, having done very well in the stock market over the past 
15 years. He has set up a complicated will designating SMCollege a contingent beneficiary if his autistic 
nephew has been institutionalized and is no longer living with Jack’s sister. 
 
Sarah, age 75:  comes to this focus group already convinced of the importance of a planned gift, as her 
niece has encouraged her to join her in giving a large gift in memory of her sister. But Sarah’s stockbroker 
has convinced her that a charitable remainder trust is the vehicle that she will want to use, so that she will 
be “in control” of the assets and, in the process, continue to be able to retain his services. 
  
As we begin the group session, here is the PowerPoint that we will have duplicated and put at everyone’s 
seat: 
 



DONOR
SMALL

MIDWESTERN
COLLEGE

CASH OR OTHER ASSETS

FIXED PAYMENTS FOR LIFE

IRS

INCOME 
TAX 
DEDUC-
TION

CAPITAL 
GAINS 
AVOID-
ANCE

BENEFITS:

FIXED SECURE PAYMENTS FOR LIFE

INCREASED CASH FLOW

CHARITABLE INCOME TAX BENEFITS

TAX-ADVANTAGED INCOME

GIFT TO CHARITY

CHARITABLE GIFT ANNUITY

 

HELEN’S ANNUITY BENEFITS

W/O ANNUITY W/ ANNUITY
Value $  20,000 $  20,000

Annual
Income          $      700 (3.5%)         $     1,340 (6.7%)

Future
Interest
Rate Uncertain Guaranteed

Tax 
Deduction $           0 $    9,184

Gift $           0 $  20,000

 



SAMPLE GIFT ANNUITY PAYOUT 
RATES AND TAX DEDUCTIONS
ONE LIFE

AGE RATES DEDUCTION
60 5.7% 35.81%
65 6.0% 39.49%
70 6.5% 42.77%
75 7.1% 46.88%
80 8.0% 51.01%
85 9.5% 54.04%

  

SAMPLE GIFT ANNUITY PAYOUT 
RATES AND TAX DEDUCTIONS
TWO LIVES

AGE RATES DEDUCTIONS
60/60 5.4% 28.47%
65/65 5.6% 31.87%
70/70 5.9% 35.61%
75/75 6.3% 40.00%
80/80 6.9% 44.66%
85/85 7.9% 48.58%

 



DEFERRED CHARITABLE GIFT 
ANNUITY
WES (age 50): Wes has been committed to SM 

College for some time and would like to make a 
significant gift to the campaign, but hates to give 
money away and is always looking for a deal.  He is 
a successful Chicago professional who is not certain 
if/when he will retire. Wes puts the maximum he can 
into his 401(k) and would like to set aside even more 
if he could do so in tax-advantaged ways. 
Furthermore, he would like to lock in the value of the 
highly appreciated growth stock he now holds so 
that he could benefit from its value when he retires, 
whenever that is.   

 

DONOR
SMALL 

MIDWESTERN
COLLEGE

CASH OR OTHER ASSETS

COLLEGE HOLDS AND 
INVESTS ASSETS  AND THEN 
MAKES FIXED PAYMENTS 
FOR LIFE STARING AT SOME 
FUTURE DATE

IRS

INCOME 
TAX 
DEDUC-
TION

CAPITAL 
GAINS 
AVOID-
ANCE

BENEFITS:

FIXED PAYMENTS FOR LIFE STARTING WHEN THE DONOR 
DECIDES

CONTINUED CONTROL OVER RETIREMENT AGE

TAX DEDUCTION NOW WHEN IT HAS MAXIMUM BENEFIT

INCREASED CASH FLOW  WHEN IT IS MOST NEEDED

TAX-ADVANTAGED INCOME

GIFT TO CHARITY

DEFERRED CHARITABLE GIFT  
ANNUITY

 



WES’S ANNUITY BENEFITS
W/O ANNUITY W/ ANNUITY

Value $100,000 $100,000

Cost Basis $  25,000 $  25,000

Annual
Income $           0 $  12,300 (12.3%)

(if he starts payments
at age 65)

Security Value can fluctuate        Income rate guaranteed
for life

Tax Deduction $           0 $  52,100 (if he starts payments
no sooner than age 65)

Gift $           0 $100,000

 

WES’S RATE OF RETURN FOR LIFE
AGE WES DECIDES TO BEGIN ANNUAL RATE OF
TO RECEIVE PAYMENTS RETURN 

______________________________________________________
65 12.3%
66 13.2%
67 14.0%
68 15.0%
69 16.0%
70 17.0%
71 18.2%
72 19.4%
73 20.6%
74 22.0%
75 23.8%

 



SAMPLE DEFERRED CGA RATES

CURRENT    NUMBER      AGE AT       PAYOUT
AGE          OF YEARS   START OF   RATES

DEFERRED  PAYMENTS
____________________________________________________

40 20 60 14.0%
45 15 60 11.7%
50 10 60 9.2%
55 5 60 7.2%
60 0 60 5.7%
60 5 65 7.6%
60 10 70 10.5%
60 15 75 14.6%
60 20 80 21.0%

 
 
 
Conclusion  
 
We can only hypothesize about what happens in the focus group that we ran. We know from the past that 
the Helens in the group can find themselves suddenly understanding that they can give a major gift and 
receive double or triple the income they are currently receiving from their certificates of deposit. 
Sometimes the lights just go on in Helen’s eyes. Other Helens keep bringing up their Aunt Emily and 
cannot get past her example. If so, then those Helens can think about a bequest; they will surely leave the 
charity far more money than they ever envisioned. 
 
Phyllis and Howard may decide that a planned gift could allow them to memorialize Howard’s parents and 
give Phyllis the income she will see as a “deal,” but only if Phyllis becomes comfortable with the concept 
of a CGA and does not feel “taken.” Note that this kind of memorial gift will mean that the charity needs to 
recognize planned gifts as part of the support for a construction project, perhaps by applying these gifts to 
an endowment to maintain the building over the long term. 
 
Edna most certainly will “get it,” but will she be too embarrassed at her rather colossal mistake to make 
“another” gift to her college? If Edna were not a judge with a law background, she might well never 
understand the differences between a variable commercial annuity and a charitable gift annuity. Perhaps 
Edna will be one of those participants who will approach either the facilitators or the charity after the fact 
to see if she can “correct” her mistake and fulfill what she believes was her original intention. 
 
Wes might become quite enamored of a deferred CGA, especially once he sees that stock that he purchased 
for a small amount and that has now appreciated greatly can be used to set up the CGA and that his taxable 
deduction can be worth far more than his original purchase price of the stock. Prospects like Wes with 
whom we deal also love to see the chart showing how variable deferred CGAs work and that for each year 
they defer, their interest rate goes up about one percentage point. 
 
Sarah is in some ways the toughest case. The Sarahs in our groups do want to make a gift (which makes 
them much more likeable than the Phyllises) but if they trust their stockbrokers/financial 
planners/accountants to the extreme, then whatever the professional has said is what Sarah wants to do. Of 



course we always tell the participants to discuss planned gifts with their own professional advisors, but for 
the advisors who do not understand charitable annuities and trusts and who are determined to “keep” the 
resources of “their” clients, then there is often little we can do to change Sarah’s mind. The response we 
have found the most useful is to repeat, over and over, that with a CGA, the charity receives every single 
penny of the gift—no one receives a commission—and there is never, ever a fee to manage the money or to 
file a yearly tax return. 
 
Each of our six participants is drawn from a composite of real people who have sat in our focus groups for 
a variety of clients.  And each “type” has, at one point or another, turned from a small donor into a planned 
gift donor.  Each group, therefore, accomplishes three of the most important goals of a solid planned giving 
program: communicating effectively to potential prospects the nature and benefits of planned gifts, 
gathering information and advice on how best to market planned gifts to a wider audience of like-minded 
prospects, and generating new gifts.  In the process, the participants leave feeling—rightly—that they have 
helped the charity and that the charity genuinely is interested in their opinions and perspectives.  For that 
reason, even if they do not jump immediately into a planned gift themselves, they leave more attached to, 
more positive about, and more likely to gift to the charity than they were before.  SM College—and all its 
compatriot organizations--has spent its resources well any time it can accomplish all these goals with a 
single event. 


