t's that time of year again.

Have you made your gift list?

Did you check it twice? Here

are a few gift ideas that you

should keep in mind. Not only
will they be well received, but you
will beneyt from them, too:

Make Annual
Exclusion Gifts

Through the end of 2006, and again in
2007, you can make a gift worth up to
$12,000.00 to as many individuals as
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you like, without incurring any liability for
the federal estate tax. The gift may be

of cash, real estate, securities, or other
assets. Your spouse can also make gifts
to the same people, so that one person
could receive a total of $24,000.00 from
you and your spouse. The gift will reduce
your taxable estate and the recipient
does not have to pay any taxes on

the gift.

The annual exclusion gift can be made to
fund an Irrevocable Life Insurance Trust,
provided that certain notice require-
ments are met. The gift can also be
used to fund a 529 education savings
plan. Under the lump-sum provisions of
the 529 plan, you can make up to yve
years’ worth of annual exclusion gifts

at one time, for a total contribution of
$60,000.00 in one year. Your spouse
can do the same for a total contribution of
$120,000.00 without triggering any

gift tax.

In order to qualify as an annual exclu-
sion gift for 2006, the asset that is gifted
must be transferred to the recipient by
December 31, 2006. This means that
checks must be cashed (or consider
using cashier or certiyed checks), deeds
must be signed and delivered, securities
transactions must be settled, and any
other conveyances must be completed
by that date. We also recommend that
you make annual exclusion gifts for
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2007 in January instead of waiting until
December for a more immediate reduc-
tion in your taxable estate. If you make
any gifts in excess of $12,000.00 to any
one person, you will have to yle a gift tax
return and report all of the gifts you have
made for that year.

Utilize Your Lifetime
Gift Tax Exemption

The Federal Gift Tax applies to any trans-
fer of property by gift. However, you are
entitled to a gift tax credit that allows you
to make lifetime gifts with an aggregate
value of up to $1 million without having
to pay any gift tax. The credit will be
charged against any gifts that you make
to anyone in excess of $12,000.00 in one
year. If you do not use the entire credit
while you are alive, the balance of the
credit can be used to offset your estate
tax liability at your death. This is called
the fiuniyed credit.o

Pay Educational or Health
Care Expenses for Others

As a gift, you can pay tuition expenses or
medical and dental expenses on behalf
of any individual without limit, if you make
the payment directly to the educational or
medical institution. In addition, you can
still make the $12,000.00 annual exclu-
sion gift to the person for whom you paid
tuition or medical expenses.







