
  
 

The Pyramid of 
Philanthropy

A unique way of looking at legacy planning

Family 
Philanthropist

Charitable 
Philanthropist Government 

Philanthropist
Safety Net:

Money You'll Probably 
Never Need For Yourself

Have Fun… Travel; 
Gifts & Activities with Kids & G'kids

Prepare For What You Don't Expect To Happen

Plan For What You Expect To Happen

Becoming a philanthropist isn’t easy.
But when you discover that you’ve set aside enough 
money to pay for:

Life’s necessities – Your food, shelter and clothing; and…

Life’s contingencies – The things you don’t expect to 
happen; and…

Life’s fun – The things you want to do that bring value to 
your life…

and you still have money left-over, you may look at that 
extra money as your “safety net.”

Unless something truly tragic happens, there’s a 
possibility that people in this situation will never need to 
touch this safety net money, and an even lesser chance 
that they’ll spend all of it. 

That means there’s likely to be money left over after they’re gone.

If so, congratulations… they may be able to consider 
themselves philanthropists!

At that point, there are 3 potential types of philanthropy to consider:

1. If they plan to leave their legacy to a charity they care about,
they might be considered a “Charitable Philanthropist.”

2. If part of their legacy is going to their family… typically their 
children and grandchildren, they might think of themselves
as “Family Philanthropists.”

3. If they haven’t done adequate planning, and a portion of their 
legacy is on-track to go to government in the form of taxes, they 
might think of themselves as “Government Philanthropists.”

Invite them to cross-out the kind of philanthropist they would least 
like to be.

Now let’s talk about ideas for legacy planning.

I am not a lawyer, and I do not provide tax or legal advice. Nothing in this 
presentation is intended to be considered a recommendation. This is merely 
educational information designed to show the potential difference in outcomes 
based on different approaches. All of the examples and outcomes are hypothetical 
and are not intended to represent actual circumstances or assure any particular 
outcome. See the “Important Notes” at the beginning of this presentation for more 
information. This information only applies to U.S. citizens.

Policies issued by American General Life Insurance Company (AGL), Houston, TX 
except in New York, where issued by The United States Life Insurance Company in 
the City of New York (US Life). Policy #s ICC21-19310 Rev0321, ICC21-19311 Rev0321, 
19310-10 Rev0321, 19311-10 Rev0321, 19310N-33 Rev0321, 19311N-33 Rev0321, CC16-
16760, 16760, 16760N Rev0618; Rider #s ICC14-14012, 14012, 14012N, ICC13-13601, 
13601, 13601N, ICC14-14001, 14001, 14001N, ICC16-16420, 16420, 16420N, 15600, 
ICC15-15600, 17600N, 13600-5, ICC18-18012, 18012, 18012N, ICC16-16420, 16420, 
16420N, ICC13-13601, 13601, 13601N, 07620, 07620N, ICC14-14002, 14002, 14002N, 
ICC15-15992, 15992, 15992N, 15997, ICC18-18004, 18004, and 18004N. 

Issuing companies AGL and US Life are responsible for financial obligations of 
insurance products and are members of Corebridge Financial. AGL does not solicit, 
issue or deliver policies or contracts in the state of New York. Guarantees are backed 
by the claims-paying ability of the issuing insurance company. Products may not be 
available in all states and product features may vary by state. Please refer to your policy. 

This material is general in nature, was developed for educational use only, and is 
not intended to provide financial, legal, fiduciary, accounting or tax advice, nor is it 
intended to make any recommendations. The content should be verified or accuracy 
and reliability (e.g., federal income tax statutes, rulings, etc.) that may have changed 
since publication and are subject to differing legal interpretations. While the company 
has been diligent in attempting to provide accurate information, the accuracy of the 
information cannot be guaranteed. No representation or warranty, express or implied, 
is made by Corebridge Financial Distributors and its member companies as to the 
completeness of the information in this document. 

Examples used throughout this presentation are intended to be broad overviews 
designed to convey some basic planning concepts. All of the examples and outcomes 
are hypothetical and are not intended to represent any specific persons’ situation 
or assure any particular outcome. Applicable laws and regulations are complex and 
subject to change. 

Please consult with your financial professional regarding your situation. For legal, 
accounting or tax advice consult the appropriate professional. 

© Corebridge Financial. All rights reserved. For Financial Professional Use Only.
AGLC202067 Red Oak: 2882701 Wells Fargo QSR-04022025-5992056.1.1



 

If your legacy focus is your  FAMILY
You can purchase life insurance  
to pay taxes on your IRA legacy

IRA LEGACY

Children & 
Grandchildren

LIFE INSURANCE

Children & 
Grandchildren  

Pay the Taxes with the 
Death Benefits

If your legacy focus is your  CHARITY

Consider naming the charity as the beneficiary  
of the IRA, and name family as beneficiary  

of the on-qualified assets.

IRA LEGACY

Charity 
(501(c)(3) = no tax)

NON-QUALIFIED 
ASSETS

Children & 
Grandchildren 

(Step-up in basis = 
no tax)

If your legacy focus is BOTH  FAMILY & CHARITY 

IRA Assets to Charity
Non-Qualified Assets and Life Insurance to  

Children & Grandchildren

IRA 
LEGACY

Charity 
(501(c)(3) = 

no tax)

NON-
QUALIFIED 

ASSETS
LIFE  

INSURANCE

Children & Grandchildren 
(Step-Up In Basis = no tax on NQ assets) 

(Life Insurance Death Benefit is  
Income-Tax Free, and replaces the  
value of the IRA given to charity)

FAMILY

When the primary focus of a legacy is the children and 
grandchildren, and a portion of that legacy includes 
retirement assets like IRAs and 401k’s, that IRA or 
401k legacy could create an income tax liability for the 
beneficiaries. In some cases it may make sense for the 
IRA owners (typically the parents) to purchase a life 
insurance policy, naming the children and grandchildren 
as the beneficiaries, so that the children and 
grandchildren can use the life insurance death benefits to 
pay taxes on their legacy.

CHARITY

When the primary focus of a legacy is a charity, many 
people leave step-up-in-basis assets to charity at their 
death. Why might that not be a good idea? Because 
there’s a tax benefit called Step-Up In Basis At Death. 
(Ask a qualified financial professional for more information 
about this tax benefit.) When assets that qualify for step-
up-in-basis-at-death are left to a charity using a Will or 
a Trust, the charity doesn’t benefit from the Step-Up In 
Basis At Death. That’s because a properly structured 
501(c)(3) charity typically won’t pay taxes on assets 
left to them at death anyway. Meanwhile, IRA and 401k 
assets often list the children and grandchildren as the 
beneficiaries, and the children & grandchildren are often 
burdened with paying income taxes on those assets upon 
inheritance. What’s an alternative? Name the charity as 
the beneficiary of the IRA and 401k assets. When properly 
structured, the charity typically won’t pay any taxes on 
those inherited assets. Children and grandchildren that 
become beneficiaries of the step-up-in-basis assets as the 
result of an adjustment to applicable Trusts or Wills can 
benefit from the Step-Up In Basis At Death to potentially 
reduce or eliminate income taxes on the step-up-in-basis 
assets they inherit.

FAMILY & CHARITY

When the focus of the legacy is both family and charity, 
it might make sense to consider (a) leaving the IRA or 
401k assets to charity; (b) leaving step-up-in-basis assets 
to the children and grandchildren; and… (c) purchasing 
a life insurance policy with a death benefit equal to the 
estimated value of the IRA or 401k at the time of the 
parents’ death, and make the children and grandchildren 
the beneficiaries of the life insurance policy. There are 
three potential benefits to this approach: (1) the charity 
inherits the IRA or 401k and typically pays no tax; (2) the 
children and grandchildren inherit the step-up-in-basis 
assets with income taxes reduced or eliminated by the 
Step-Up In Basis At Death; and… (3) the children and 
grandchildren receive the income-tax-free life insurance 
death benefits in place of the value of the IRA or 401k that 
was donated to charity at the parents’ death. When this is 
all done correctly, it has the potential to result in less taxes 
and a larger overall legacy.




