
How To Make A Gift To Fair Oaks 
Presbyterian Church

LIFE INSURANCE

When you f i rst  bought  a  l i fe  
insurance pol icy,  you had a  
purpose in  mind—probably to  
help ensure the f inancia l  
s tabi l i ty  of  your  fami ly  should 
something happen to you or  
your  spouse.  Have your  
c i rcumstances changed since 
then?

Li fe  insurance can be a  tool  
wi th  many purposes.  For  
example,  i t  can provide 
l iquidi ty  for  paying taxes and 
other  expenses at  death.  
But ,  bel ieve i t  or  not ,  some 
of  the most  sat isfy ing uses for  
l i fe  insurance pol ic ies are  
connected wi th char i table  
g iv ing!

I f  you have an old  l i fe  
insurance pol icy you no longer  
need,  you might  contr ibute  i t  
to  Fair  Oaks Presbyter ian 
Church.  Purchasing a  new 
pol icy and naming the Church 
as benef ic iary  is  another  
possibi l i ty .  This  of ten makes a  
s igni f icant  future gi f t  feasible  
and af fo rdable ,  especia l ly  for  
younger donors.

Perhaps you are  consider ing a  
s izable  bequest  to  the Church,  
provided your  fami ly ’s  future 
inher i tance is  not  af fected.  
L i fe  insurance can play a  part  
in  meet ing th is  goal ,  too,  by 
replacing for  your  heirs  the 
amount  donated.

The versat i l i ty  of  l i fe  
insurance makes revis i t ing i ts  
uses a  good idea,  and that ’s  
what  th is  publ icat ion wi l l  he lp  
you do.

Gift  of an Existing Policy
You may own an insurance po l icy  tha t  has  a  subs tan t ia l  cash sur render  
va lue,  ye t  the  or ig ina l  purpose for  the  pro tec t ion  no longer  app l ies .  The  
po l i cy  migh t  have been purchased in i t ia l l y  to  p rov ide  f inanc ia l  secur i t y  fo r  a  
spouse  now deceased ,  to  educa te  ch i ld ren  now grown o r  fo r  l i qu id i t y  to  pay  
death  taxes when l iqu id  assets  were  in  shor t  supp ly .  Th is  po l icy  can  be a  
sor t  o f  h idden asset ,  ava i lab le  to  be used for  your  ph i lan throp ic  purposes.

I f  you  choose  to  name the  Church as  the  benef ic ia ry  o f  a  po l i cy  tha t  i s  no t  
pa id  up and a lso ass ign a l l  inc idents  o f  ownersh ip  o f  the  po l icy  to  us ,  
severa l  good th ings happen.  You rece ive an immed ia te  income tax  
char i tab le  deduct ion  for  the  “ in terpo la ted te rmina l  reserve”  va lue  o f  the  
po l i cy .  Th is  i s  an  upda ted  cash  sur render  va lue ,  a  f i gu re  ava i lab le  f rom the  
insurer .

I f  you  i temize  deduct ions  on  your  tax  re tu rn ,  your  ac tua l  income tax  sav ings  
depends on your  marg ina l  tax  ra te .  A  person  who does  no t  norma l l y  i temize  
may f ind  the  add i t iona l  char i tab le  deduc t ion  boos ts  h is  o r  her  to ta l  i temized  
deduct ions  above the s tandard  deduct ion .

For  a  pa id -up po l icy ,  the  deduc t ion  is  the  cost  o f  rep lac ing the  coverage 
w i th  a  comparab le  po l icy .  In  e i ther  s i tua t ion ,  the  tax  deduct ion  cannot  b e  
g rea ter  than  your  ne t  inves tment  in  the  po l i cy  ( to ta l  p remiums pa id  less  any  
d iv idends rece ived) .  The char i tab le  deduct ion  is  reduced by a n y  
outs tand ing ba lance o f  a  po l i cy  loan,  wh ich  may a lso be cons idered  
add i t iona l  taxab le  income.

Use of Beneficiary Clause as a Revocable Gift  Arrangement
Other  opt ions are ava i lab le  i f  you would  ra ther  re ta in  ownersh ip  o f  a  po l i cy  
as an asset  for  your  own f inanc ia l  secur i ty  or  tha t  o f  o thers .  They inc lude  
the  fo l low ing .
•  naming the  Church as the  on ly  or  a  par t ia l  p r imary  benef ic iary  o f  the  

po l icy ,  w i th  the  r igh t  to  change the  benef ic ia ry  c lause as  owner  o f  the  
po l icy ;

•  naming the  Church as  the  cont ingent  successor  benef ic ia ry ,  rece iv ing  the  
death  benef i ts  on ly  i f  a  named ind iv idua l  benef ic ia ry  predeceases you;

•  c reat ing  a separa te  t rus t  named to  rece ive death  benef i ts ,  w i th  te rms 
prov id ing f i rs t  fo r  f inanc ia l  suppor t  o f  one  or  more  named ind iv idua ls  fo r  
spec i f i c  te rms o f  years  or  fo r  l i f e ,  a f te r  wh ich the  t rus t  te rminates  and i t s  
assets  pass to  the Church;

•  naming the  Church  as the  res idua l  benef ic ia ry  o f  an annu i ty  se t t lement  
opt ion  ava i lab le  under  some po l ic ies .



I f  you choose to name 
the Church as the 
benef ic iary. . .  You receive 
an immediate income tax 
char i table deduct ion

A new l i fe insurance 
pol icy can provide a 
means to make a 
s igni f icant future gi f t  to 
the Church at  a relat ively 
low cost.

These opt ions do not  produce a cur ren t  income tax  char i tab le  con t r ibu t ion  
deduct ion ,  bu t  they  can prov ide  the  sa t is fac t ion  o f  knowing the  Church  w i l l  
rece ive  some benef i t s  i f  cer ta in  events  take  p lace and the ar rangement  i s  
le f t  unchanged.  Any amounts  payable  to  the  Church  a t  your  death  w i l l  no t  
be sub jec t  to  federa l  es ta te  tax .

New Policy for Future Charitable Gifts
Many o f  the  Church ’s  regu lar  donors  who wou ld  l i ke  to  make a s ign i f i can t  
fu ture  g i f t  to  the  Church a t  a  re la t ive ly  low cost  can  do so  th rough a  new 
l i fe  insurance po l icy .  Wi th  increas ing longev i ty ,  o lder  persons can now 
purchase insurance  a t  more  a f fo rdab le  p remium cos ts  than  were  poss ib le  in  
the  pas t .  Ret i red ind iv idua ls  en joy ing  a h igh  s tandard o f  l i v ing  can use  
some annua l  d iscre t ionary  income to  perpetua te  the i r  suppor t  o f  the  
Church ’s  work ,  w i thout  dep le t ing  the i r  f inanc ia l  reserves o r  reduc ing  the  
pro jec ted inher i tances o f  fami ly  members .

Greater  leverage is  poss ib le  when two donors ,  usua l ly  w i fe  and husband,  
purchase a  two - l i fe ,  second-to -d ie  po l i cy .  Wi th  two l i fe t imes be fore  payment  
o f  benef i ts ,  a  des i red fu ture  g i f t  to  the  Church can be obta ined fo r  
substant ia l l y  fewer  premium do l la rs .  These po l i c ies  are ava i lab le  even i f  
one spouse is  not  insurab le  and are  genera l l y  more economica l  than a  
po l icy  on ly  on the insurab le  spouse.

What About Term Insurance?
Term insurance,  such as  coverage by  a  group po l i cy  th rough your  employer ,  
has  no cash va lue,  so  ass ign ing ownersh ip  wou ld  have no tax  advantage.

When term coverage is  prov ided by your  employer ,  the  cost  a t t r ibu tab le  t o  
any  coverage in  excess  o f  $50 ,000  may be  inc luded in  your  taxab le  income.  
However ,  i f  the  Church  is  the  so le  benef ic ia ry  under  the  po l i cy ,  such  cos t  i s  
no t  inc luded in  your  taxab le  income,  nor  w i l l  benef i ts  be  par t  o f  your  es ta te .

Term insurance can be  used to  guarantee the  payment  o f  a  subs tan t ia l  
p ledge o f  g i f t s  to  the  Church payable  over  a  per iod  o f  years ,  w i thou t  
po ten t ia l l y  ob l iga t ing  your  es ta te .  The te rm l i fe  insurance po l i cy  on  you,  the  
donor ,  can  be  reduced annua l ly  as  ins ta l lments  a re  pa id  on  the  p ledge,  w i th  
the  po l icy  dropped when the  g i f t  i s  comple te .


