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No one can argue- we live in a land of giving. According to the Atlas of Giving, over $323 billion 
was donated to charities in the United States during 2010. Reasons people donate their time 
and money include the desire to create a legacy for a professional association, support a 
religious faith or educational institution, or to make the lives of the less fortunate a little better.  
 
Donations would likely increase if individuals knew how to make gifts to their favorite charity a 
little less painful in the pocketbook.   Many just do not know how to give efficiently. While most 
understand they can give cash outright, few realize some of the other methods for monetary 
donations: 
  

 Bequest- Gift at one’s death 
 

 Charitable Remainder Trust- Donor receives income during lifetime and charity 
has remainder interest in donated property at donor’s death 

 

 Charitable Gift Annuity- Donor receives a life annuity in return for the gift to the 
charity 

 
 
Life insurance is another important tool that a donor can utilize in their charitable giving plan.  
Though the charity has a somewhat delayed interest in the gift, life insurance is a great way to 
provide a larger gift to the charity as compared to an outright cash donation.  
 
Life insurance can be utilized as a giving tool in several ways.  These include naming the charity 
as the beneficiary to an existing policy, donating an existing life insurance policy to the charity, 
initiating a new life insurance policy for the benefit of the charity, and the use of life insurance in 
a Wealth Replacement Trust. 
 
Naming a charity as beneficiary of an existing life insurance policy is easy.  The policy owner 
simply needs to request a change of beneficiary form from the life insurance company.  The 
charity is named as beneficiary while the policy owner remains in control to make changes to 
the policy in the future.  This approach does not provide any current income tax deduction to the 
donor.  Upon the death of the donor, the estate may take a charitable deduction for the policy 
amount paid to the charity. 
 
A donor may have a life insurance policy they no longer need or contains a cash value that the 
donor desires to donate to a charity.  In this case, it may be possible to donate this existing 
policy to the charity.   Unlike the above where only the beneficiary is changed to the charity, this 



technique also requires that the ownership of the policy be transferred to the charity.  In this 
case, the donor relinquishes complete control and the policy is removed from the donor’s estate.   
The donor receives a current income tax deduction for the lesser of the policy cash value or cost 
basis of the policy. 
 
The third way to utilize life insurance in a charitable gifting strategy is by initiating a new life 
insurance policy for the benefit of the charity.  The donor(s) must be medically insurable to 
utilize this strategy though it is a great way to leverage cash gifts to a charity.  Technically, the 
charity applies as owner and beneficiary of this new life insurance policy with the donor as the 
insured.  After the underwriting is complete, the donor makes a contribution to the charity which 
then uses the cash to pay the policy premium.  The donor receives a current income tax 
deduction for the contribution while the charity has full control over the policy and its cash value.  
Depending on the policy, multiple annual donations may be required to make ongoing premium 
payments. 
 
Individuals who gift appreciated assets to a charitable organization have an opportunity to avoid 
capital gains, take a tax deduction and still receive income from the property or leave assets for 
heirs.  The advantage of gifting appreciated assets is that the donor takes a deduction for the 
full value of the asset as oppose to selling the asset, paying capital gains taxes, then make a 
cash donation. With this technique, the donor combines a Charitable Remainder Trust with a 
Wealth Replacement Trust (WRT).  
 
Assume that a donor purchased a particular stock 20 years ago for $300,000 and now the value 
is at $1,000,000.  The donor wishes to donate the $1,000,000 to his favorite charity.   The donor 
could set up a Charitable Remainder Trust (CRT) and transfer the stock to this trust.  The trust  
liquidates the stock and provides the donor with an annuity payment for a specified number of 
years.  (The current income tax deduction to the donor is the present value of the reminder 
interest in the gift.  Please contact your tax advisor for your specific situation)  
 
At the same time the donor establishes a WRT. This is an irrevocable trust, which is out of the 
donor’s estate.  A $1,000,000 life insurance policy is taken out by the trust on the life of the 
donor(s).  The annuity payments from the CRT are gifted to the WRT to make the premium 
payments on the new policy. 
 
The end result of this technique is that the charity receives a large donation, the donor receives 
a current income tax deduction, and the donor’s estate remains at essentially the same value 
because the WRT is funded with the $1,000,000 life insurance policy to replace the $1,000,000 
stock value. 
 
There are many ways life insurance can be used in the charitable gifting process.   Ultimately it 
is the charity and the purpose it serves that will benefit from the use of life insurance.    
 
For more information, contact Treloar and Heisel, Inc at 800-345-6040.  
 
(This article is not intended to provide tax or legal advice.  Contact your tax and legal advisor 
regarding any of the topics discussed in this article.)    
 


