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Should We or Shouldn’t We? 

Acceptance Policy:

• Have a policy in place 

• ‘Turning Pennies into Dollars for Charities’ –
Trust & Estate Article May 2010 



Should We or Shouldn’t We?  

Positives: 

• Life insurance can be a particularly versatile and 
valuable asset to give to charity.

• A gift of life insurance can allow a donor to make a 
more substantial contribution than would otherwise 
be possible.  

• Leverage is increased due to income tax charitable 
deduction. For example, a $2,500 policy premium 
only costs $1,750 for a 30% tax bracket donor.



Positives (Cont’d) 

• A charity owning a life insurance policy has the 
option of accessing the policy cash value with loans 
or withdrawals, or holding the policy for the death 
benefit. 

• A life insurance policy requires less administration 
by the charity than many other assets, like real 
estate or business interests. 

• The death benefit of a life insurance policy owned 
by a charity is not income or estate taxed nor 
subject to delays and the expense of probate.



Shouldn’t We or Shouldn’t We?  

Pitfalls: 

• Further premiums due by donor.

• Will donor make premium contributions if 
additional payments are required in the future? 

• Will policy performance actually support that 
premium structure? 

• How is the financial stability of the insurer? 



Leveraging Gifts of Smaller 
Donors

• Recognition

• Campaigns 



Recognition

• Recognize donors based upon: 

– policy face amount

– cash value

– gifts of annual premium 



Campaigns

• Why? 

– Involves younger donors

– Establishes a pattern of giving 

– Allows larger perceived gifts



We’ve got it, now what? 

• Key Questions: 

– Keep It or cash it in? 

– Are any future policy premiums due? 

– Financial stability of the Insurance Company 

– Performance history of the Insurance Company



Insuring Your Donors 

• Insurable Interest 

• CHOLI 

• Federal Study  - Report to Congress on Charity-
Owned Life Insurance published on April 8th, 2010

source: http://www.pgdc.com/print/960396 

http://www.pgdc.com/print/960396


Disclosures

 For educational purposes only, not to be used as sales or marketing material.  

 This publication is not intended as legal or tax advice; nonetheless, Treasury Regulations 
might require the following statements. This information was compiled by The Northwestern 
Mutual Life Insurance Company. It is intended solely for the information and education 
and/or promotional purposes of Northwestern Mutual Financial Network Representatives 
and advisors with whom they work. It must not be used as a basis for legal or tax advice, and 
is not intended to be used and cannot be used to avoid any penalties that may be imposed on 
a taxpayer. Financial Representatives do not give legal or tax advice. Taxpayers should seek 
advice based on their particular circumstances from an independent tax advisor. Tax and 
other planning developments after the original date of publication may affect these 
discussions.

 Northwestern Mutual Financial Network is the marketing name for the sales and distribution 
arm of  The Northwestern Mutual Life Insurance Company, Milwaukee, WI (NM), and its 
subsidiaries and affiliates. P. Gerry Maurer is a Representative of the Northwestern Mutual 
Wealth Management Company, Milwaukee, WI (WMC), a wholly-owned company of NM 
and limited purpose federal savings bank. WMC is not a broker-dealer or insurance 
company. All WMC products and services are offered only by properly credentialed 
Representatives who operate from agency offices of WMC. Representative is an Insurance 
Agent of NM (life insurance, annuities and disability income insurance) and Northwestern 
Mutual Long Term Care Insurance Company, Milwaukee, WI, a subsidiary of NM (long-
term care insurance), and a Registered Representative of Northwestern Mutual Investment 
Services, LLC, a wholly-owned company of NM, broker-dealer and member FINRA and 
SIPC. NM is not a broker-dealer, registered investment adviser or federal savings bank. 
There may be instances when this agent represents insurance companies in addition to NM 
or its affiliates.


