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Wealthier clients may want to consider paying LTCI premiums for family
members in addition to any other gifts they may be making. Those
payments may not count against their $12,000 gift tax exclusion.

Normally, gifts to an individual of more than $12,000 (the gift tax exclusion amount for 2006;
$24,000 if husband and wife make a joint gift) in any given year are taxable under Federal
gift tax laws. Although those gifts may not result in the giver having to actually write a check
to the IRS (because of the $1 million lifetime exemption), they may reduce the amount they
can leave to their heirs at death without paying estate taxes.

Long term care insurance premiums are an exception to those rules. Anyone may pay
“eligible” LTCI premiums (the lesser of actual premiums and the “age-based limits” shown in
the chart) for someone else and it is not treated as a gift. (IRC §213(d)(1)(D) and Reg.
§25.2503-6). Premium payments exceeding the limits are a gift (but only to the extent of the
excess) and do count against the $12,000 annual exclusion.

Age at end of 2006 ‘ Premium Limit

40 or less $280
41 through 50 $530
51 through 60 $1,060
61 through 70 $2,830
71 and older $3,530

save on estate taxes have yet another way to do it without paying gift taxes. Unlike some
other strategies, this one is simple, doesn’t require any special paperwork and doesn’t rely
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DISCLAIMER

The Genworth Financial companies wrote this content to help you understand the ideas
discussed. Any examples are hypothetical and are used only to help you understand the
ideas. They may not reflect your client(s)' particular circumstances. Your clients should
carefully read their contract, policy, and prospectus(es), when applicable. What we say
about legal or tax matters is our understanding of current law; but we are not offering legal
or tax advice. Tax laws and IRS administrative positions may change. We did not write this
material for use by any taxpayer to avoid any Internal Revenue Service penalty. Your
clients should ask their independent tax and legal advisers for advice based on their
particular circumstances.

If this material states or implies that it was prepared or distributed to promote, market or
recommend an investment plan or arrangement within the meaning of IRS guidance, or
such use may be reasonably expected, then, as required by the IRS, the following also

applies:

The tax information in this material was written to support the promotion or marketing of
the transaction(s) or matter(s) addressed in this material.
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