
A guide for individuals and families 

 Give the gift  
of life insurance 
Help loved ones with their financial obligations



Know that your wealth will be 
passed on.
With a stable, grounded asset, you can help to build the foundation of  
your children's and grandchildren's financial futures. From helping defray 
future college costs to helping them pay for a wedding or a new home, 
establishing a system of long-term planning can demonstrate to your loved 
ones how responsible savings behaviors can help them achieve greater 
financial confidence.

Life insurance is an asset that can efficiently transfer wealth within a family, 
and it can be structured to pay a specific death benefit at the insured’s death.  
It also can be structured so that the death benefit does not directly depend  
on financial market performance. 

Families and individuals often use life insurance as part of their wealth transfer 
strategy as it may offer several advantages.

Top reasons to gift life insurance to a child

Life insurance is designed to grow and 
accumulate in value over the long term; 
its value will never decrease as long as 
premiums are paid and there are no loans  
or withdrawals.1, 2

It’s an effective strategy in  
estate planning.

It leverages dollars to provide a valuable 
legacy for a child’s future use.

It establishes an enduring  
financial foundation.

It creates a future cash resource for life 
events, such as college tuition payments, 
seed money for a new business, or a  
down payment for a new home.
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Case study: Strategic planning
1 Grandparents purchase a whole life policy in the amount of $750,000  

for a two-year-old grandchild, gifting the premium of $5,000 annually  
for 16 years. 

2 Their grandchild, Mike, age 18, enters college and withdraws $8,000 each 
year for four years to supplement his college expenses in addition to 
offsetting the premium. 

3 At age 40, Mike uses an additional $20,000 of the cash value as a down 
payment on a condo.

4 Lastly, Mike is able to supplement his retirement income with a distribution 
of $15,000 a year for 20 years.

5 Grandparents are substantially able to help during their lifetime;  they have 
reduced the size of their taxable estate and are still able to ensure that a 
legacy is intact for future generations. 

Life insurance can be an easy solution to help defray eventual estate taxes 
for you — and an unforgettable way to touch the life of someone you love 
for years to come. 

This is a hypothetical whole life illustration and is not representative of an actual Guardian whole life insurance 
policy intended to show, in general terms, how a typical participating whole life insurance policy might work. 
This illustration reflects a Male/Female Blend, issue age 2, Non-Smoker class, L65, $750,000 Base Face Amount 
with an additional $992 towards purchase of paid up additions.3 The values are based on Guardian's current 
annual  2021 dividend scale, which is not guaranteed and is declared annually by Guardian’s Board of Directors. If 
purchase of a Guardian whole life insurance policy is being considered, a full illustration with guaranteed values 
and other important information must be provided. 

As shown, in the early years, dividends are applied to purchase dividend additions, which increase both the cash value and death benefit in 
the policy beyond the initial amount. In later years, these dividend additions are used both to pay for the policy premium and for the examples 
noted above. Withdrawing dividend additions reduces the cash value and death benefit in the policy.

Mike's age range 
(issue age 2)

Annual net  
after-tax outlay  

to policy

Annual net  
after-tax outlay  

from policy

Cumulative net 
after-tax outlay 

to policy

Cumulative net 
after-tax outlay 

from policy

Net cash value  
at end of  

age range

Net death  
benefit at end  

of age range

2 to 17 $5,000 x 16 years – $80,000 – $86,746   $1,243,847

18 to 21 –          $8,000 x  
4 years

– $32,000 $65,590   $883,119 

40 – $20,000                                     –  $52,000 $148,851   $786,036

65 to 84 – $15,000 x  
20 years                            

–  $352,000 $347,105         $549,038 

Death benefit payable if Mike were to pass away at age 85: $505,162

Outlay to Policy - Premium Paid Outlay from Policy - Withdrawals/Loans Made
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Contact your trusted financial representative today to 
learn more about how you can help protect your loved 
ones' financial future through the gift of life insurance.

1 Some whole life polices do not have cash values in the first two years of the policy and don’t pay a dividend until the policy’s third year. Talk to your 
financial representative and refer to your individual whole life policy illustration for more information.

2 Policy benefits are reduced by any outstanding loan or loan interest and/or withdrawals. Dividends, if any, are affected by policy loans and loan 
interest. Withdrawals above the cost basis may result in taxable ordinary income. If the policy lapses, or is surrendered, any loans considered gain in 
the policy may be subject to ordinary income taxes. If the policy is a Modified Endowment Contract (MEC), loans are treated like withdrawals, but as 
gain first, subject to ordinary income taxes. If the policy owner is under age 591/2, any taxable withdrawal is also subject to a 10% tax penalty.  

3 Paid-up Additions (PUA) are purchases of additional insurance (death benefit) that have a cash value. These purchases are made with dividends and/
or a rider that allows the policyholder to pay an additional premium over and above the base premium. This creates the growth of death benefit and 
cash values in a participating whole life policy. Adding large amounts of paid-up additions may create a Modified Endowment Contract (MEC). A MEC 
is a type of life insurance contract that is subject to last-in-first-out (LIFO) ordinary income tax treatment, similar to distributions from an annuity. 
The distribution may also be subject to a 10% federal tax penalty on the gain portion of the policy if the owner is under age 59 1/2. The death benefit is 
generally income tax free.

 Policy form number 19-WL 65.

 Rider form number 18-PUA.
 

Guardian, its subsidiaries, agents, and employees do not provide tax, legal, or accounting advice. Consult your tax, legal, or accounting professional 
regarding your individual situation.

 All scenarios and names mentioned herein are purely fictional and have been created solely for educational purposes. Any resemblance to existing 
situations, persons or fictional characters is coincidental. The information presented should not be used as the basis for any specific investment 
advice.

 Guardian® is a registered trademark of The Guardian Life Insurance Company of America.

 © Copyright 2021 The Guardian Life Insurance Company of America.


