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Using Life Insurance for Charity
Whether there exists a charitable intent and a desire to help others with money accumulated
during a lifetime of hard work, or there is simply a need to address a sizable tax burden, a gift to
charity involving life insurance may be the answer. Life insurance can be used to make a
substantial, cost-effective donation to charity.

FACTS
Trevor and Joanne want to find a way to benefit
their local children’s charity.
The couple has an existing whole life insurance
policy with a $5 million death benefit and a
current cash value of $1,500,000. Due to robust
estate planning, the policy is no longer needed.

OPPORTUNITIES
An analysis of the couple’s financial situation is
conducted to determine if either a gift of the life
insurance policy to the children’s charity or carrying
out a life settlement for cash to donate is more
efficient.
A gift of an existing life insurance policy qualifies for an income tax charitable deduction that
is the lessor of the fair market value of the policy or the donor’s tax basis in the policy,
provided the donor assigns all rights to the charity by naming the charity owner and
beneficiary.
A life settlement transaction permits Trevor and Joanne to have institutional purchasers
make competitive cash bids on their policy, allowing
the couple to donate part or all of the proceeds.

RESULTS
By conducting an analysis of their current policy, in
coordination with their financial needs, Trevor and Joanne
were able to make a meaningful donation to their favorite
charity while maximizing their personal benefits.
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