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What to Do With “Obsolete” Insurance
Do you have a life insurance policy you purchased years ago to provide financial
protection for your spouse and/or children — and no longer need it? If so, it may be a
great asset to give to your church or favorite church charity. Consider the benefits
when you irrevocably name your favorite church charity as both the owner and
beneficiary of the policy:

1. You receive an income tax deduction.

When you fill out your itemized tax return, you can claim a charitable deduction for
the cost basis of the policy or an amount approximately equal to the cash surrender
value. For deduction purposes, the gift is treated as though it were cash. This means
you can deduct the gift up to 50 percent of your adjusted gross income. And if you
can't use the full deduction in the first year, you can carry forward the unused portion
up to five additional years.

2. You reduce the size of your estate.

At death, the face value of most life insurance policies is includable in the taxable
estate of the deceased. (Note: The Federal Estate Tax has been suspended for 2010-so
far. In Pennsylvania, Inheritance Taxes may apply.) For some estates, this can mean a
significant increase in estate taxes. However, transferring the policy during life will
remove this "hidden" asset and reduce the size of your estate and any applicable taxes.

3. You leave your current income undisturbed.

Many people desire to give more to their congregation or one or more of the many
church charities, but are concerned about their own cash flow and any unforeseen
emergencies. They are reluctant to reduce investment assets. By giving life insurance
or simply changing the beneficiary statement to give some or all of the proceeds of a
life insurance policy does not affect your current income stream.

4. Easy to Do.

Making a gift of life insurance is easier than you might think. Your life insurance
professional can help you obtain a transfer form or change of beneficiary form from
the insurance company or you can contact the company directly.

For more information about using insurance for charitable giving or other ways to make gifts
to your congregation and other ELCA ministries, please call Pr. Greg Kramer at the Lutheran
Planned Giving Office 570-374-2044 or contact the ELCA Foundation at 800-638-3522 ext
2970.

This information is provided for educational purposes only and should not be considered professional tax or legal advice. Please

consult with your tax or legal professional about your specific situation.




