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 Beware of the Rules Regulating Financial Gift Giving 

 

 
 
 
Q:  I’m doing some life 

planning and I have enough 

money to take care of myself. 

It’s time to give some away; 

are there rules about gifting? 

 

A:  Rules abound. The annual 

gift limit is $14,000 per 

person. Marrieds can gift 

$28,000. These gifts are tax 

free to the recipient and don’t 

require a gift tax return.  

 

If your gift is a payment of 

(qualified) medical expenses 

and paid directly to the 

provider, then there isn’t a 

limit and a federal gift tax 

return isn’t required. The 

same rules apply to the direct 

payment of tuition expenses 

to a qualified educational 

institution. 

 

If you want to gift more than 

$14,000, then you can reduce 

your lifetime exclusion credit 

which is currently 

$5,250,000, by the amount of 

your gift over the annual gift 

limit. 

 

If you have real estate that 

you want to gift, transfer it 

and file a gift tax return. The 

value reduces your lifetime 

exclusion credit. 

 

Special rules apply to 529 

College Savings Plans. Up to 

$70,000 can be contributed in 

one year, a gift tax return is 

required, but it won’t affect 

your lifetime exclusion credit 

because it’s a prepayment of 

five years of the annual gift 

limit. This is a good way to 

use the power of 

compounding. 

 

Consider transferring 

appreciated stocks or mutual 

funds if you’re gifting to 

someone in a lower tax 

bracket. When appreciated 

securities are gifted, the cost 

basis is transferred to the 

recipient. Since losses don’t 

transfer, sell your losers and 

offset your gains or deduct up 

to $3,000 from ordinary 

income per year. 

 

Gift your IRA funds to 

charities if you’re over 70 

1/2, especially if you haven’t 

taken your RMD this year. 

The 501(c)(3) charity is a 

tax-exempt organization that 

doesn’t pay tax; you’ll save 

the ordinary income tax and 

possibly less of your Social 

Security will be taxable.  

 

Call your favorite charity and 

ask about a Charitable Gift 

Annuity (CGA). You can get 

a stream of income for the 

rest of your life (or include a 

beneficiary), while 

contributing the majority of 

your donation. CGAs are 

relatively inexpensive and 

you get the tax deduction in 

the year you initiate it. The 

terms are generally 

irrevocable. 

 

There are more flexible 

options with Charitable Lead 

Trusts, Charitable Remainder 

Trusts, and Donor Advised 

Funds, but these options are 

generally more expensive. 

 

Check out the charities and 

be sure that they’re 

‘qualified’. Go online and 

review the most recent tax 

return to see how much 

funding actually goes to the 

program. Consider using one 

of the independent charity 

evaluators. 

 

You’re responsible for 

keeping good records. The 

IRS has strict rules 

concerning any benefit that 

you receive and also require a 

letter from the charity on 

letterhead stating the amount 

of the contribution and the 

date. 

 

Non-cash contributions are 

valued at consignment or 

thrift shop prices. Review the 

IRS rules. 

 

Don’t wait, financial 

institutions have cut-off 

dates. Consult your financial 

advisor and tax expert. Most 

of all, feel good about 

helping others. 
 
Mary E. Baldwin, CFP is an 
independent, fee-only 
registered investment 
advisor located in 
Melbourne. You can contact 
her at 321-722-0511 or 
Mary@MEBaldwin.com. 
Send finance question to 
Business@floridatoday.com 
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