
Estate Planning

Concept Applied:
The annual gift tax exclusion shields gifts, up to the exclusion amount, from the federal gift tax. 
These gifts reduce the size of the donor’s estate without incurring transfer taxes.

A NNU A L  GIF T  TA X  E X C L U S ION     

50 words or less

Every year, individuals can give gifts equal to the 

exclusion amount ($15,000 in 2021) to as many people 

as they choose without paying gift tax. A yearly gifting 

program can provide a systematic and progressive 

transfer of wealth.

How It Works:
The gift must be complete, voluntary, 
and of a present interest (not a future 
interest or conditional gift).  

A married couple can double their 
exclusion amount by each making 
a gift up to the annual limit to the 
same donee or by “splitting” a gift. 
Gift splitting occurs when only one 
spouse owns the gifted property and 
the other spouse agrees in writing to 
use their own exclusion amount for 
half the gift.   

Why Is It  Useful?
Lifetime giving reduces the taxable 
estate by transferring wealth tax 
free. It also provides donors with the 
opportunity to enjoy helping family 
members by paying off an adult 
child’s loan, contributing to a down 
payment on a house, purchasing a 
car for a relative, and so forth.

All the gifts made by the donor 
in this example are covered by 
the annual gift tax exclusion.

donor

$15,000
 cash

loan 
$11,000

car

$12,800

house down 
payment

$12,000



This information is not intended to be a substitute for specific individualized legal advice. We suggest that you discuss your specific situation with a qualified tax or  
legal advisor.
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