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Financial BULLETIN: How the Pension Protection
Act Can Help Retired Public Safety Officers
Pay for Long Term Care Insurance
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_ _ Section 845 of the PPA of 2006" provides that retired public safety officers can
Effective: Immediately elect to have eligible retirement plan distributions pay qualified long term care
insurance premiums2 without having to include the distribution as taxable for

States: All federal income tax purposes.

Who is a public safety officer? A public safety officer is a paid or volunteer police
officer, firefighter, rescue or ambulance squad member, or chaplain. It may also be
someone who is performing official Federal Emergency Management Agency duties that
are related to a major disaster or emergency and are deemed hazardous.

What are eligible retirement plans? An eligible retirement plan includes government-
sponsored defined benefit and defined contribution plans?’, tax-sheltered annuities

The PPA can help your (403(b)s), and 457(b) deferred compensation plans.
customers who are former

Public Safety Officers

What premiums qualify? The law covers not only qualified long term care insurance
afford Long Term Care

. premiums, but also health or accident insurance premiums. Premiums for the retired
Insurance premiums. . . .
Share this information with public safety officer, his or her spouse, and dependents for the tax year are covered.
them today. Premiums must be paid directly to the insurance company from the plan. The maximum
amount the plan may pay — and the retired public safety officer may exclude from his or
her gross income — is $3,000.

How does this affect the tax treatment of personally paid long term care insurance
premiums? The amount the plan pays should not be taken into account in determining
either:
« The allowable personal deduction for medical expenses, which may include
qualified long term care insurance premiums, or
« A self-employed person’s adjustment to income of qualified long term care
insurance premiums.
That is, only the amount by which qualified long term care insurance premiums exceed
the amount paid by the plan can be included as a medical expense, and deducted if the

Contact: If you have any taxpayer’s itemized unreimbursed medical expenses exceed 7.5% of Adjusted Gross
questions, please contact Income.
Advanced Sales at

(00 SE 2L, How does it work? The retired public safety officer must make an election with his or her

plan administrator to have the plan pay the insurance company. This payment does not
count toward any required minimum distributions. The plan may, but is not required to
offer this election.
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Example

Bill is a 62 year old widower. He was the county fire marshal for 30 years before hanging up his helmet. Bill lives on
income from Social Security and retirement plan distributions, including those he takes from his retirement plan with the
fire department.

Bill recently bought a Privileged Choice® Flex Individual Long Term Care Insurance policy with a $4,000 annual premium.
Bill does not itemize on his taxes and so cannot deduct any of the premium as an unreimbursed medical expense.

As a retired public safety officer though, Bill may be able to realize a tax savings. He contacted his plan administrator and
elected to have his plan pay Genworth Life Insurance Company (and in New York, Genworth Life Insurance Company of
New York) $3,000 of his long term care insurance premium. He will pay the additional $1,000 out of pocket. Bill can
exclude this $3,000 from federal income taxation, resulting in a tax savings of about $750 at a 25% marginal rate.

Disclaimer

The Genworth Financial companied wrote this content to help you understand the ideas discussed. Any examples are
hypothetical and are used only to 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 advisors 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.

Privileged Choice® Flex Individual Long Term Care Insurance is underwritten by Genworth Life Insurance Company under
policy form series 7052.

Privileged Choice® Flex NY Individual Long Term Care Insurance is underwritten by Genworth Life Insurance Company of
New York under policy form series 7052NY. Only Genworth Life Insurance Company of New York is licensed to conduct
business in New York. Policy terms and provisions will prevail. Not all policies are available in all states. Certain
assumptions were made in calculating the premium example.

'Pension Protection Act of 2006, Section 845

’|RC Sections 7702B(b) and 213(d). For more information about “qualified LTCI premiums,” please also consult our “Tax
Qualifed Long Term Care Insurance” guide.

%|RC Sections 403(a) and 401(a)

@ Insurance and annuity products:
* Are not deposits. * Are not insured by the FDIC or any other federal government agency.
@ * May decrease in value. * Are not guaranteed by any bank or its affiliates.




