
Many people donate time and money each year 
to their favorite charities. According to the National 
Center for Charitable Statistics, charitable contributions 
by individuals, foundations, corporations, and bequests 
reached $429.85B in 2014. Individuals alone made 
contributions of $358.38B last year. You might be asking 
yourself why people have given away so much of their own 
money. Well, some people are just charitably inclined and 
like the idea of supporting a cause near and dear to their 
heart. Others may have lost a loved one to illness and like 
supporting the research efforts of that organization. Either 
way, charitable giving not only makes the donor feel good 
but it also provides them with an annual tax savings.

One such way to leave a lasting legacy to your favorite 
charity is through the gift of life insurance. Life insur-
ance provides the charity with a tax-free death benefit, 
and because the cost of life insurance is not a dollar for 
dollar ratio, the premium dollars spent to purchase the 
life insurance usually provide a far greater return in the 
end. You could make a donation from your estate at death; 
however, making a significant financial gift could reduce 
the amount of wealth that is transferred to your heirs. By 
utilizing life insurance it is possible to offer a meaningful 
charitable gift while still transferring most of your wealth 
on to your loved ones.

A cash gift to a charity may be leveraged by a life insur-
ance policy that is owned by the charity and for which the 
charity is the beneficiary. For relatively small annualized 
premiums, a large death benefit may be provided to the 

charity1. You can either gift the cash directly to the charity 
so that the charity can pay the premium or you can pay the 
premium directly to the insurance company. In either case, 
you have made a tax-deductible gift to the charity.

If you are currently making annual contributions to your 
favorite charity, you might consider employing the “Give 
Now, Give Later” strategy. By using your current annual 
contribution as a guideline you can continue to give some 
portion of your current annual donation to help fund 
current charitable activities and donate the balance of the 
current contribution to the charity for the specific purpose 
of paying premiums on a life insurance policy on your life. 
The charity as owner2 and beneficiary of the life insurance 
will receive the total death benefit and not lose any portion 
to estate taxes, probate, or administrative costs, which can 
occur with the gifting of other assets.

Charitable Planning

By utilizing life insurance, it is possible  
to offer a meaningful charitable gift  
while still transferring most of your  

wealth to your loved ones.

This presentation presents an overview of charitable planning. It is not intended to provide full disclosure. It is not intended to give tax or legal advice. Any comments about tax treatment 
simply reflect an understanding of current interpretations of tax laws as they relate to charitable planning and life insurance. Tax laws are always subject to interpretation and possible 
changes in the future. It is recommended that you seek the counsel of your attorney, accountant, or other qualified tax advisor regarding charitable planning and life insurance 
taxation as it applies to your particular situation. These pages depict certain charitable planning options. All references to the present or future value of death benefits and cash values 
of pre-existing life insurance policies are based on the information you have provided for purposes of this analysis. They should not be construed to be the actual present or future values 
of the death benefits or cash values available in those life insurance policies. For a detailed projection of policy values of a given life insurance policy, please contact the company that 
issued the policy(ies) in question.

1Brovey, Alexandra P. “My Client, a Donor?” Trust & Estates 01 Oct. 2013: 19-23. 
2�Your tax deduction will be limited to 50% of your adjusted gross income (AGI) for gifts made directly the charity either in the form of cash or monies to pay life insurance premiums. 
If the gift is for “use of the charity”, meaning you pay the premium on behalf of the charity then the deduction will be limited to 30% of your AGI.
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Advantages for the Donor
> �You receive an income tax deduction for gifts of cash to 

a charity.

> �Because of the leverage of life insurance, you may be able 
to provide a meaningful gift to a favorite charity at what 
can be a relatively low cost.

> �Charitable gifts can be very rewarding since critical 
charitable needs are being addressed and you are giving 
something back to society.

Disadvantages for the Donor
> �Even if your financial situation deteriorates or you 

become dissatisfied with the activities or policies of the 
charity, you can’t change the insurance policy’s beneficiary 
or access the policy’s cash value since the charity is the 
owner of the policy.

Advantages for the Charity
> �The life insurance death benefit can provide a meaningful 

gift to the charity that may be much larger than the cash 
gifts it might otherwise have received from you

> �As the owner of the life insurance policy, the charity can 
access the policy’s cash value during your lifetime3.

Disadvantages for the Charity
> �It is possible that the charity might receive more money 

over time from cash donations, if those donations are 
properly invested elsewhere.

> �The charity may be more interested in the immediate  
access to cash as opposed to a larger death benefit  
received years in the future.

Charitable Planning (continued)

Let’s take a look at how you can leverage 
your current annual contribution into a 

substantial gift…

This presentation presents an overview of charitable planning. It is not intended to provide full disclosure. It is not intended to give tax or legal advice. Any comments about tax treatment 
simply reflect an understanding of current interpretations of tax laws as they relate to charitable planning and life insurance. Tax laws are always subject to interpretation and possible 
changes in the future. It is recommended that you seek the counsel of your attorney, accountant, or other qualified tax advisor regarding charitable planning and life insurance 
taxation as it applies to your particular situation. These pages depict certain charitable planning options. All references to the present or future value of death benefits and cash values 
of pre-existing life insurance policies are based on the information you have provided for purposes of this analysis. They should not be construed to be the actual present or future values 
of the death benefits or cash values available in those life insurance policies. For a detailed projection of policy values of a given life insurance policy, please contact the company that 
issued the policy(ies) in question.

3Potentially adverse tax consequences to the charity may result from taking distributions from the policy such as unrelated business income tax if policy loans are taken.

If we look at a healthy 65 year old male, who makes an annual contribution of $50,000 to his favorite charity and we take 
half of his contribution, $25,000 and ask the charity to specifically use that money to make an annual premium payment on a 
life insurance policy on his life, he can purchase just over $1.1 million in death benefit coverage for the benefit of the charity. 
If he were to just continue to give the annual contribution of $50,000, the charity would still receive close to $1.1 million but 
only for his lifetime, which is roughly 22 more years. By utilizing 50% of his annual contribution for life insurance he will have 
contributed just over $550,000 in addition to the life insurance death benefit for a total of $1.65 million!

bkafinancial.com  ◆  244 West Water St., Suite 200, Elmira, NY 14901  ◆  Phone (607) 732-3050  ◆  Fax (607) 732-3904       PW020  11/17


