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Life Insurance and Charitable Giving

How can life insurance be used for charitable giving?

Giving life insurance to a charity may allow you to make a larger gift than you otherwise could afford. Further, the 
government encourages charitable giving by providing tax advantages for certain charitable donations (the charity 
must be a qualified charity). This means that both you and the charity could benefit from your donation (though 
some charities may not accept a gift of life insurance for various reasons).

Typically, a donor makes a charity the owner and beneficiary of some type of permanent life insurance policy. But, 
there are many ways of structuring a charitable gift involving life insurance, and one alternative may better suit your 
needs and those of the charity than others.

Caution: This discussion contains only a brief description of some of the many charitable giving 
strategies involving life insurance. You should consult your tax advisor before making such a gift to 
make sure it is structured properly.

Name charity as beneficiary of proceeds

How to do it

This is the simplest type of charitable gift using life insurance. You designate the charity as the beneficiary of your 
existing policy or a new policy by completing a beneficiary designation form. You own the policy and pay the 
premiums. Upon your death, the charity receives some or all of the proceeds from the policy.

Advantages and disadvantages

Designating a charity as beneficiary while retaining ownership of the policy allows you to retain control over and 
rights to the policy, including the ability to change the beneficiary or access to the policy's cash value.

However, because you retain ownership of the policy, the premium payments you make are not tax deductible for 
either income tax or gift tax purposes. At your death, the proceeds will be included in your gross estate, however, 
there is an offsetting estate tax charitable deduction for the amount of proceeds that pass to the charity.

Name charity as recipient of dividends

How to do it

Another simple way of making a charitable gift is to assign to the charity policy dividends from cash values (term life 
insurance cannot be used). You own the policy and your heirs (the designated beneficiaries) receive the proceeds at 
your death.

Advantages and disadvantages

By assigning policy dividends to charity, you are able to make a gift without diminishing the amount of your heirs' 
inheritance. You retain ownership of the policy allowing you access to the policy's cash value. The dividends paid to 
the charity are deductible for both income tax and gift tax purposes. Because you retain ownership of the policy, the 
proceeds will be included in your gross estate at your death. However, in this case, your estate will not receive an 
offsetting estate tax charitable deduction because the proceeds will not go to charity.

Tip: Your estate may be entitled to the unlimited marital deduction, though, if your spouse is the 
beneficiary. Or, your estate may not owe estate taxes anyway because of the applicable exclusion 
amount and other deductions and credits.

Tip: With permanent life insurance policies that are not modified endowment contracts, you do not 
have to include dividends until they exceed your basis (generally, gross premiums paid) in the policy.
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Donate an existing life insurance policy to charity

How to do it

In order to donate an existing life insurance policy to charity, you must assign all rights in the policy to the charity. 
You must also deliver the policy itself to the charity. The charity becomes the new owner of the policy as well as the 
beneficiary, but you will continue to pay the premiums (unless the policy is paid up). As the owner, the charity will 
have access to any cash values during your life.

Caution: If you retain any "incidents of ownership, " no income tax or gift tax deductions will be 
allowed.

Advantages and disadvantages

The gift of the policy and any future premium payments you make will be deductible for both income tax and gift tax 
purposes. Further, because you give up ownership of the policy, the proceeds will not be included in your gross 
estate at your death (unless you die within three years of the transfer, and then your estate will also get an offsetting 
estate tax charitable deduction). However, by relinquishing ownership of the policy, you give up all control over and 
rights to the policy, including the ability to change the beneficiary and access to the policy's cash value.

Tip: When you donate an existing policy, the amount of your deduction is either the value of the policy 
or your cost basis (net premiums paid), whichever is less.

Tip: Premium payments made directly to the insurer may be considered to be gifts for the use of the 
charity (rather than gifts to the charity) and, as a result, may be deductible only up to 30 percent of 
your contribution base (your contribution base is generally equal to your adjusted gross income). On 
the other hand, if you make a cash donation to the charity that is used to pay the premiums, your 
deduction is limited to 50 percent of your contribution base.

Donate a new policy to charity

How to do it

In order to use this strategy, you purchase a new insurance policy in the charity's name. You never own the policy. 
The charity is the owner and beneficiary. You will make any future premium payments (unless it is a single premium 
policy). As the owner, the charity will have access to any cash values during your life.

Advantages and disadvantages

The gift of the policy and any future premium payments you make will be deductible for both income tax and gift tax 
purposes. Further, because you never own the policy, the proceeds will not be included in your gross estate at your 
death (unless you die within three years of the transfer, and then your estate will also get an offsetting estate tax 
charitable deduction). However, because you do not own the policy, you do not have any control over and rights to 
the policy, including the ability to change the beneficiary or access the policy's cash value.

Caution: The IRS may treat this transaction as if the charity itself had purchased the policy on your 
life. Most states require the purchaser of a policy to have an insurable interest in the life of the insured. 
If the charity does not have an insurable interest, all deductions may be lost. If this is the case in your 
state, consider having your spouse purchase the policy and then immediately assign all rights to the 
charity.

Tip: When you donate a new policy, your deduction will generally be equal to your cost basis (i.e., 
initial premium) in the policy.
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The information provided in these materials, developed by an independent third 
party, is for informational purposes only and has been obtained from sources 
considered to be reliable, however, Thrivent Financial for Lutherans does not 
guarantee that the foregoing material is accurate or complete.  The information 
contained in this report does not purport to be a complete description of the 
securities, markets, or developments referred to in this material. This information is 
not intended as a solicitation or an offer to buy or sell any security referred to herein.  
The information  does not take into consideration your personal financial or account 
information. Investments mentioned may not be suitable for all investors. The 
material is general in nature. Past performance may not be indicative of future 
results. Thrivent Financial for Lutherans and its respective associates and 
employees cannot provide legal, accounting, or tax advice or services. Thus, these 
educational tools are not intended to serve as the basis for any investment or 
tax-planning decisions. Please consult your attorney or tax professional.  Securities 
are offered through Thrivent Investment Management Inc., 625 Fourth Ave. S., 
Minneapolis, MN, 55415-1665, 1-800-THRIVENT (800-847-4836), member 
FINRA/SIPC, a wholly owned subsidiary of Thrivent Financial for Lutherans, and are 
not insured by FDIC or any other government agency, are not deposits or obligations 
of the financial institution, are not guaranteed by the financial institution, and are 
subject to risks, including the possible loss of principal.
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