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Life insurance can be a cost-efficient means of meeting charitable giving objectives. In addition to providing
substantial funds for a charitable recipient, life insurance may generate significant tax deductions for the donor.

Life insurance has the power to amplify the value of
a charitable gift. Gifting leverage may be possible
because the death benefits provided are typically
higher than the premiums paid. The degree of leverage
achieved depends on the size of the policy death
benefit, the health and life expectancy of the insured,
and the total premiums paid.

MAKING THE CHARITY THE BENEFICIARY

The simplest approach when using life insurance
to make a charitable gift is to make the charity the
beneficiary of a life insurance policy. The advantage of
this approach to the donor is the ability to change the
beneficiary at any point prior to the death of the insured,
assuming the beneficiary is not named irrevocably.

However, this approach exposes the charity to a
potential change of heart from the donor and does
not allow the charity to benefit from the receipt of any
current contribution during the donor’s life.

Using Life Insurance to Fund Charitable Gifts

In addition, because the donor owns and controls the
insurance policy, any premiums paid into the insurance
policy do not create an income tax deduction. The
value of the insurance policy would be included in the
taxable estate of the donor, and at best the estate may
be eligible for an estate tax deduction.

Life insurance can be held by a donor, gifted, or
used to replace other assets that a donor transfers

to charity.

GIFTING AN EXISTING POLICY

Another approach is to make an irrevocable gift of an
existing policy to a charity. As policyowner, the charity
can name itself the policy’s beneficiary without fear that
the beneficiary could later be changed.
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The gift of the insurance policy generates income and
gift tax deductions, subject to charitable deduction
restrictions. The donor may also continue to make
tax-deductible gifts to the charity to fund ongoing
premium payments.

OFFSETTING DONATED PROPERTY

Alternatively, a donor may have other property to con-
tribute to a charity and may want to use life insurance
to offset or replace the value of the property gifted. By
taking this approach, the donor will not only benefit
from a current tax deduction, but can also ensure that
heirs are not affected by the charitable gift. The charity
benefits by having immediate use of the property gifted.

Life insurance is a unique and flexible financial tool
that can support charitable giving. It can be held by
a donor, gifted, or used to replace other assets that a
donor transfers to charity.

However, life insurance can be sophisticated, and not
all life insurance policies are alike. If the idea of charita-
ble giving through life insurance is appealing, the best
way to produce successful results is by consulting an
experienced life insurance professional with insight and
experience in charitable planning.

Consult a life insurance professional with
insight and experience in charitable planning to
achieve the best results.
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