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Charitable Giving Strategy

Gifts of Life Insurance

Make a significant gift to Habitat — even without a large estate.

A life insurance policy you no longer need for its original purpose can become one of the most
impactful and meaningful gifts you ever make. By transferring ownership of a paid-up policy — or
by naming Habitat as a beneficiary — you can leverage a relatively modest premium history into a
substantial gift that helps families in the St. Vrain Valley build the foundation of a stable life.

Life insurance gifts are available to donors at virtually any level of wealth. You don’t need a large
estate. You simply need a policy you believe could do more good in the community than sitting in a
drawer.

SURRENDER
)WNERSHTIP

Consult your financial advisor, estate planning attorney, and insurance professional before making changes
to any life insurance policy.

How it Works
Three Ways to Give a Gift of Life Insurance

Not all life insurance gifts look the same. The right approach depends on your policy type, your
financial goals, and whether you want to make a gift now or as part of your long-term plans. Here
are the three most common strategies.

1 Transfer Ownership of a Paid-Up Policy

If you own a paid-up whole life or universal life policy that you and your family no
longer need — perhaps purchased to protect a young family or cover a mortgage that is now
satisfied — you can transfer full ownership to Habitat for Humanity of the St. Vrain Valley.

Once the transfer is complete, Habitat becomes the owner and irrevocable beneficiary of the
policy. We may elect to cash in the policy immediately (receiving the cash surrender
value) or hold the policy and collect the full death benefit in the future, depending on what
maximizes the gift’s impact.
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You receive an income tax deduction equal to the lesser of the policy’s cash surrender
value or your cost basis (premiums paid) at the time of transfer.

o Name Habitat as Beneficiary (At Death)

The simplest life insurance gift — and one that costs you nothing during your lifetime.
Contact your insurance company and complete a change of beneficiary form, naming
Habitat for Humanity of the St. Vrain Valley as a primary or contingent beneficiary of all or
a percentage of the death benefit.

You retain full ownership and control of the policy during your lifetime. You can change the
beneficiary at any time. And at death, the proceeds pass directly to Habitat — outside of
probate, quickly and privately.

Most insurers also allow you to split the death benefit among multiple beneficiaries in any
percentage you choose. Or you can also name Habitat as a contingent beneficiary —
meaning Habitat receives only if your primary beneficiaries predecease you.

While a beneficiary designation does not generate a current income tax deduction, it can
qualify for an estate tax charitable deduction, reducing the taxable value of your estate.

3 Use Cash Value to Fund a Gift That Pays You Income

If you hold a policy with accumulated cash value, you may be able to leverage that value to
fund a deferred gift annuity or other life-income arrangement with Habitat. You
contribute the cash value — either by surrendering the policy or through a policy loan — and
in return receive a stream of income during your lifetime, with the remainder going to
Habitat.

A deferred gift annuity is an irrevocable, contractual agreement where you transfer cash
or property to a charity, which in turn promises to pay you (and/or another beneficiary) a
fixed income for life, beginning on a future date you choose. This tool allows you to make a
charitable gift, receive an immediate tax deduction, and set up a guaranteed future income
stream for retirement. Then Habitat receives the balance remaining upon your passing.

This approach is ideal for donors who want to make a meaningful future gift while
continuing to receive income from the asset during their lifetime. Speak with our
Development Office to explore whether a deferred gift annuity or charitable remainder trust
makes sense for your situation.

NEW POLICY OPTION

Some donors choose to purchase a new, low-cost term or whole life policy and name
Habitat as the sole beneficiary from the outset. If you are in good health and want to make a
future gift that significantly exceeds what you could give from current assets, a new policy
can be an elegant solution. Annual premiums may qualify as charitable contributions if
Habitat owns the policy. Ask your insurance professional and financial advisor to model this
approach for you.
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Policy Types
Which Types of Policies Work Best?

Different life insurance policies offer different giving opportunities. Here is how the most common
policy types work in the context of a charitable gift:

+  Whole life (paid-up): The most straightforward gift. If premiums are fully paid and the
policy has accumulated cash value, an ownership transfer is simple and typically generates
an immediate deduction.

« Universal life: Similar to whole life in that it builds cash value. Particularly useful when
the cash value can fund a life-income gift or the policy has grown beyond your family’s
coverage needs.

« Term life (with no cash value): Can be given as a beneficiary designation, but an
ownership transfer of a term policy produces no deduction since there is no cash value. Most
useful as a beneficiary gift.

« Variable life: Cash value tied to investment subaccounts. May be transferable; consult
your advisor about the valuation method for deduction purposes.

« Group life insurance: Employer-sponsored group life is typically not transferable.
However, you may be able to name Habitat as a beneficiary for a portion of the death
benefit, depending on plan rules.

CHECK YOUR POLICY FIRST

Before initiating any transfer or beneficiary change, review your policy documents and speak
with your insurance professional to confirm the cash surrender value, any outstanding loans
against the policy, and the process for transferring ownership or updating beneficiaries. Our
Development Office is also happy to assist — contact us at
development@stvrainhabitat.org.

Benefits

Why Life Insurance Is a Powerful Giving Vehicle

A gift of life insurance allows donors to make a gift that is often far larger than what they could give
from cash or investments alone — and to do so with tax advantages that make the real cost of giving
lower than it appears.

Give an Asset You No Longer Need Immediate Income Tax Deduction
Many donors hold policies purchased to protect a When you transfer ownership of a paid-up
young family, cover a business obligation, or pay off policy, you receive an income tax deduction
a mortgage — needs that have since been fulfilled. for the lesser of the cash surrender value or
Redirecting that policy to Habitat transforms a your cost basis at the time of the gift — a real,
dormant asset into a transformational gift. current-year tax benefit.
Leverage a Small Premium Into a Large Estate Tax Benefit
Gift
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The face value of a life insurance policy can dwarf
the premiums paid to fund it. A relatively modest
annual premium — paid over decades — can result
in a death benefit that funds multiple Habitat
homes.

A beneficiary designation to Habitat reduces
the proceeds included in your taxable estate,
potentially lowering estate taxes. Proceeds
that pass directly to a qualified charity are
fully deductible for estate tax purposes.

Retain Income During Your Lifetime

By using the cash value of a policy to fund a deferred

gift annuity, you can continue receiving income
throughout retirement while ensuring Habitat

No Probate, No Delay

Life insurance proceeds designated to Habitat
pass directly and privately at death — outside
of probate, without court involvement, and

receives a meaningful remainder gift in the future. without the delays that can slow other estate

transfers.

How to Give
Making Your Life Insurance Gift — What to Do Next

The process varies slightly depending on which type of gift you choose, but all three approaches
share the same important first step: telling Habitat.

STEP 1 — ALWAYS NOTIFY HABITAT FIRST

Whether you are transferring ownership, updating a beneficiary, or exploring a life-income gift,
please contact our Development Office before making changes to your policy. This allows us to
acknowledge your gift intention, answer questions, and ensure your gift is structured to achieve
your goals.

Email: development@stvrainhabitat.org =~ Address: 303 Atwood St., Longmont, CO 80501

To Transfer Ownership of a Policy

« Contact your insurance company and request an absolute assignment or change of
ownership form.

« Name Habitat for Humanity of the St. Vrain Valley (EIN: 84-1092616) as both the
new owner and irrevocable beneficiary.

« Complete and submit the form; your insurer will confirm the transfer in writing.
« Provide Habitat with a copy of the completed transfer documents for our records.

« Retain the insurer’s confirmation and your policy documentation for tax purposes — you will
need these to support your charitable deduction.

To Name Habitat as a Beneficiary
« Contact your insurance company or log into your online policy account.
« Request a change of beneficiary form.

« Designate Habitat for Humanity of the St. Vrain Valley (EIN: 84-1092616) as a
primary or contingent beneficiary for the desired percentage of the death benefit.

« Submit the completed form and retain a copy for your records.
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« Notify our Development Office so we can record your intention and keep you connected to
our work.

PLEASE TELL US ABOUT YOUR GIFT

Your insurance company is not required to notify Habitat when you name us as a beneficiary
or transfer a policy. If you don’t tell us, we may not know. Please reach out to our
Development Office at development@stvrainhabitat.org so we can thank you
personally, ensure your gift is applied according to your wishes, and invite you to learn about
the impact your generosity will have on families in our community.

A Real Story

How Patricia Turned a Forgotten Policy Into a Legacy
of Homeownership

When Patricia was cleaning out her home office after her husband passed, she found a folder of
financial documents she hadn’t reviewed in years. Inside were statements for a whole life insurance
policy they had purchased in 1988 to protect their mortgage and provide for their two young
children.

The children were now in their forties. The mortgage had been paid off in 2004. And the policy —
fully paid up, with a face value of $150,000 and a cash surrender value of $61,000 — had been
sitting quietly, doing nothing.

“We bought that policy to protect our family. Our family doesn’t need it anymore. But
another family might.” — Patricia

The Gift

Patricia called her insurance agent and learned she had three options: surrender the policy for
$61,000 in cash, continue holding it and let the cash value grow, or transfer it to a charity. She
called Habitat’s Development Office to learn more.

After speaking with her financial advisor, Patricia decided to transfer full ownership of the policy to
Habitat. The process required a single form from her insurer, which was completed and submitted
within a week.

The result:

« Patricia’s income tax deduction: $61,000 — the policy’s cash surrender value at the
time of transfer.

« Habitat’s decision: After reviewing the policy, Habitat elected to hold it rather than cash
it in immediately, preserving the potential for the full $150,000 death benefit in the future.

« Cost to Patricia out of pocket: $0 — premiums had been paid years ago. The policy was
already fully funded.

“I didn’t write a check. I didn’t move money from my savings. I gave something that was just
sitting there — and it turned into more than I could have given any other way.” — Patricia

The Impact
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Patricia received updates on new home builds in Longmont and Berthoud. She attended a
dedication ceremony the following spring for a family that had completed their sweat equity hours
after more than two years of saving.

She said afterward that seeing the family receive the keys made the paperwork — one form, one
phone call — feel like the smallest thing she had ever done for the largest result.

Common Questions
Frequently Asked Questions

What if my policy still has premiums due — can I still give it?

Yes. You can transfer a policy that still requires ongoing premium payments, but the tax treatment
is different. At the time of transfer, your deduction is generally limited to the policy’s interpolated
terminal reserve value (a technical valuation similar to cash surrender value). Going forward,
any premiums you pay on behalf of Habitat’s policy may qualify as additional charitable
contributions. However, Habitat will make its own decision about whether to continue premium
payments or surrender the policy — we may not be in a position to pay ongoing premiums on all
donated policies. Discuss this scenario with our Development Office and your financial advisor
before initiating a transfer.

How is the tax deduction calculated when I transfer a policy?

For a paid-up whole life policy, the deduction is generally equal to the lesser of the cash
surrender value or your total premiums paid (cost basis) at the time of the gift. For a policy
with loans outstanding, the deductible amount is reduced by the loan balance. Your insurer can
provide a written statement of the policy’s cash surrender value, which serves as the basis for your
deduction. Always retain this documentation and consult your tax advisor to confirm the deductible
amount for your specific policy.

Can I name Habitat as just a partial beneficiary and leave the rest to my
family?

Absolutely. Most insurers allow you to split the death benefit among multiple beneficiaries in any
percentage you choose. For example, you might designate Habitat to receive 25% of the proceeds
and your children to receive 75%. You can also name Habitat as a contingent beneficiary — meaning
Habitat receives only if your primary beneficiaries predecease you. There is no minimum percentage
required, and you can change these designations at any time during your lifetime.

What does Habitat do with donated policies?

Each donated policy is reviewed by our Development team on a case-by-case basis. For paid-up
policies with significant cash surrender value, Habitat may elect to cash in the policy immediately
and direct the proceeds to our building programs. For policies where the death benefit substantially
exceeds the cash surrender value, we may choose to hold the policy and collect the larger benefit in
the future. We will communicate our decision to the donor whenever possible and will always apply
proceeds in accordance with any donor-designated intent.

Is a life insurance gift right for me if I’'m still relatively young?

Yes — in fact, purchasing a new policy specifically to benefit Habitat can be especially powerful for
younger donors in good health, because premiums are lower and the policy has more time to
accumulate value. Some donors in their forties and fifties purchase modest term or whole life
policies with Habitat named as owner and beneficiary from the outset, treating the annual premium
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as their charitable gift. If Habitat owns the policy, those premiums may qualify as charitable
deductions. Speak with your insurance advisor about what coverage level and policy type makes
sense.

Will my family know I’'ve named Habitat as a beneficiary of my life
insurance?

Beneficiary designations on life insurance policies are private — your insurer is not required to
share that information with your family. However, because insurance proceeds pass outside of
probate and supersede instructions in your will, we strongly encourage you to communicate your
intentions to your heirs and estate planning attorney to avoid surprises. Many donors also choose to
discuss their gift with Habitat’s Development Office so we can formally acknowledge it and include
them in our Legacy Society communications during their lifetime.

Ready to explore a gift of life insurance? We’d love to talk.
development@stvrainhabitat.org | 303 Atwood St., Longmont, CO 80501

EIN: 84-1092616

This document is for informational purposes only and does not constitute legal, tax, or financial advice. Please consult
your financial advisor, estate planning attorney, and insurance professional regarding your individual circumstances.
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