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OVERVIEW 

Your client may already own life insurance or be aware of its 
primary use - providing money to their family or other 
beneficiaries when they are no longer here. Once a need for 
the death benefit has been established, there are other benefits 
to consider. 
 
In the fall of each year, financial advisors often address year 
end planning, including opportunities for charitable giving.  
The following are four planning strategies for clients to 
consider when using life insurance to leverage impact to 
charities. 
 
 

CONSIDERATIONS 

1. Name the charity as the policy’s beneficiary, client will 
not receive an income tax deduction but will retain 
control of changing beneficiaries later with generally no 
estate tax consequence. 

 
2. Gift existing policy to charity, client transfers 

ownership of the policy to the charity.  This allows for 
maximum allowable deductions using the lesser of fair 
market value of the policy or its cost basis.  Charity 
must have an insurable interest in the client under 
applicable state law.   

 
3. Allow charity to purchase a new policy and client makes 

premium gifts, this allows the client to deduct generally 
the annual premium payment immediately and all 
subsequent premium payments made.  Charity is the 
owner and has all rights of the policy.  Full 
underwriting will be required and there are common 
underwriting guidelines for charitable policies.   

 
4. Use Life Insurance to replace gifted wealth, client may 

want to give other assets to a charity either during life or 
at death.  In these situations a client may want to 
purchase life insurance to replace the amount of wealth 
given to the charity. 

 

 
 
 

 
 
 
 
 
 
 
 
 
 

 
a. Hypothetical Example:  Client wants to gift an 

IRA value ($500,000) to a charity, the client 
then replaces that IRA value by buying life 
insurance ($500,000 death benefit) in the same 
amount to pass to their heirs. 

 
Charitable Giving may be top of mind for many clients.  
Financial Advisors should consider discussing with 
prospective clients the use of life insurance within an overall 
gifting strategy to enhance their charitable giving plans.    
 
NOTE:  With complex strategies, a CPA with tax knowledge 
should be consulted. 
 

 
Capitas Financial, Inc. (Capitas) provides life insurance marketing support and 
case management services to Merrill. Capitas is not an affiliate of Bank of 
America Corporation. 
 
The information cannot be relied upon for the avoidance of taxes and or IRS 
penalties. This material is not intended to provide tax, accounting or legal 
advice. As with all matters of tax or legal planning your client should consult 
their tax or legal counsel before implementing any financial, tax, or estate 
planning strategy. 
 
This material is being provided for informational or educational purposes 
only and does not take into account the investment objectives or financial 
situation of any clients or prospective clients. The information is not 
intended as investment advice and is not a recommendation about managing 
or investing a client's retirement savings. Clients seeking information 
regarding their particular investment needs should contact a financial 
professional.  
 
Guarantees are based on the claims-paying ability of the issuing insurance 
company and do not apply to the underlying investment options. They are 
not obligations of, nor backed by, the broker/dealer and/or insurance agency 
selling the policy, nor by any of their affiliates, and none of them makes any 
representations or guarantees regarding the claims-paying ability of the 
issuing insurance company.  
 
Investing involves risk including possible loss of principal. Information is 
current as of the date of this material.  
 
Any opinions expressed herein are from a third party and are given in good 
faith, are subject to change without notice, and are considered correct as of 
the stated date of their issue.  
 
This material does not take into account a client’s particular investment 
objectives, financial situations, or needs and is not intended as a 
recommendation, offer or solicitation for the purchase or sale of any security 
or investment strategy.  

Charitable Giving 
Potential Client:  
Clients with asset values rising  |  Charitable planning can be an attractive planning opportunity


