
Contact:  Angela Slade, Senior Philanthropic Advisor, SVH Foundation, 1106 North 30th, Billings, 

MT  59101; 406/237-3603; e-mail: angela.slade@sclhs.net 

 
HOW TO FUND A CHARITABLE GIFT ANNUITY WITH AN IRA 
 

 

You can fund a charitable gift annuity with your IRA.  The federal charitable deduction 
and 40% Montana tax credit for endowed philanthropy that you receive when the 
charitable gift annuity is created, significantly counters the income tax you will pay on 
your distribution from you IRA. 
 
A Charitable Gift Annuity is a simple contract between you and St. Vincent Healthcare 
Foundation.  A charitable gift annuity allows you to retain an income for the rest of your 
lifetime while getting an immediate tax benefit for donating money to SVH Foundation.  
The older you are at the time of the gift, the greater the fixed income that St. Vincent 
Healthcare Foundation can agree to pay.  In this case, part of each payment to you is 
tax-free, increasing each payment’s after-tax value.   
 
Assets are placed into an annuity where a fixed income stream is generated for yourself 
and one other annuitant if you choose.   

 
Steps to take and benefits: 
 

1. Take your Required Minimum Distribution from your IRA and apply it towards funding 
the charitable gift annuity.  This is money that you are required to take out of your IRA 
after age 70 ½ and will be assessed taxes.   

 

2. Contact St. Vincent Healthcare Foundation for a charitable gift annuity calculation to 
determine the amount of the annuity payments you will receive.  For example, if 
$20,000 is placed into the gift annuity for someone 70 years old, the fixed annuity rate is 
5.1% (as of 11/15/2014).  You will receive an annual annuity of $1,020 for the rest of your life. 

 

3. By establishing a charitable gift annuity you will qualify for a federal income tax 
deduction.  Note that deductions for gifts of cash and non-appreciated property will be 
limited to 50% of your adjusted gross income.  You may, if necessary, take unused 
deductions of either kind over the next five years, subject to the same 50% limitation. 

 

4. If you have designated the remainder of your gift annuity to a permanent endowment 
with St. Vincent Healthcare Foundation, you are eligible for a 40% Montana tax credit on 
the charitable portion of your gift up to a maximum credit of $10,000 per year.  (This 

provision sunsets December 31, 2019). 
 

You and any additional annuitant you name will receive fixed annual income for life, 
guaranteed by the general resources of St. Vincent Healthcare Foundation and the 
Sisters of Charity of Leavenworth Health System.  St. Vincent Healthcare Foundation 
receives a lump-sum distribution upon the final annuitant’s death. 
 

5. Your estate may enjoy reduced probate costs and estate taxes and you will provide 
generous support to St. Vincent Healthcare Foundation. 
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Basic Gift Illustration for Individual age 70 who is establishing a $20,000 charitable gift 
annuity funded with IRA distributions.  (Individual must pay income tax on the IRA 
distribution). 
  

Summary of Benefits  
  

 
5.1% Charitable Gift Annuity 
 
 
ASSUMPTIONS: 
 
Age of Annuitant 70 
 
IRA Distribution Amount (cash) $20,000.00 
 
Annuity Rate (As of 11/15/2014) 5.1% 
 
Payment Schedule quarterly 
  at end 
 
  
  

  

  
  

 
 
BENEFITS: 
 
Charitable Deduction $8,003.40 
Estimated Federal Tax Reduction @30%                         $      2,401 
     Montana Tax Credit (40% of gift/not to exceed                3,201 
        $10,000 per donor per year- sun-setting 12/31/2013)                   
                                  * Total Estimated Tax Savings:      $       5,602 

 
*Tax savings will be somewhat less than this example because reduced tax 
reduces cross deduction of income taxes between the federal and Montana 
income tax returns by approximately 10%. 

 
Annuity $1,020.00 
 
 
  Tax-free Portion $   754.80 
 
  Ordinary Income $   265.20 
 
After 15.9 years, the entire annuity becomes ordinary income. 
 

IRS Discount Rate is 2.2% 
  

These calculations are for illustration purposes only and should not be considered legal, accounting, or other 
professional advice.  Your actual benefits may vary depending on the timing of the gift.   

 


