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Gift Tax 
The gift tax is a tax on the transfer of property by one individual to another while 
receiving nothing, or less than full value, in return. The tax applies whether the donor 
intends the transfer to be a gift or not. 

The gift tax applies to the transfer by gift of any property. You make a gift if you give 
property (including money), or the use of or income from property, without expecting to 
receive something of at least equal value in return. If you sell something at less than its 
full value or if you make an interest-free or reduced-interest loan, you may be making a 
gift. 

Estate Tax 
The Estate Tax is a tax on your right to transfer property at your death. It consists of an 
accounting of everything you own or have certain interests in at the date of death (Refer 
to Form 706 (PDF)). The fair market value of these items is used, not necessarily what 
you paid for them or what their values were when you acquired them. The total of all of 
these items is your "Gross Estate." The includible property may consist of cash and 
securities, real estate, insurance, trusts, annuities, business interests and other assets. 

Once you have accounted for the Gross Estate, certain deductions (and in special 
circumstances, reductions to value) are allowed in arriving at your "Taxable Estate." 
These deductions may include mortgages and other debts, estate administration expenses, 
property that passes to surviving spouses and qualified charities. The value of some 
operating business interests or farms may be reduced for estates that qualify. 

After the net amount is computed, the value of lifetime taxable gifts (beginning with gifts 
made in 1977) is added to this number and the tax is computed. The tax is then reduced 
by the available unified credit. 

Most relatively simple estates (cash, publicly traded securities, small amounts of other 
easily valued assets, and no special deductions or elections, or jointly held property) do 
not require the filing of an estate tax return. A filing is required for estates with combined 
gross assets and prior taxable gifts exceeding $1,500,000 in 2004 - 2005; $2,000,000 in 
2006 - 2008; $3,500,000 for decedents dying in 2009; and $5,000,000 or more for 
decedent's dying in 2010 and 2011 (note: there are special rules for decedents dying in 
2010); $5,120,000 in 2012, $5,250,000 in 2013, $5,340,000 in 2014 and $5,430,000 in 
2015. 

Beginning January 1, 2011, estates of decedents survived by a spouse may elect to pass 
any of the decedent’s unused exemption to the surviving spouse. This election is made on 
a timely filed estate tax return for the decedent with a surviving spouse. Note that 
simplified valuation provisions apply for those estates without a filing requirement absent 
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the portability election.  
 
For additional information, refer to Instructions for Form 706. 

What's New - Estate and Gift Tax 
Form 706 Changes 
The applicable exclusion amount is $1,500,000 (2004-2005), $2,000,000 (2006-2008), 
$3,500,000 (2009), $5,000,000 (2010-2011), $5,250,000 (2013), $5,340,000 (2014), and 
$5,430,000 (2015). 
 
For Estate Tax returns after 12/31/1976, Line 4 of Form 706, United States Estate (and 
Generation-Skipping Transfer) Tax Return, (PDF) lists the cumulative amount of 
adjusted taxable gifts within the meaning of IRC section 2503. The computation of gift 
tax payable (Line 7 of Form 706) uses the IRC section 2001(c) rate schedule in effect as 
of the date of the decedent's death, rather than the actual amount of gift taxes paid with 
respect to the gifts. 

With the top bracket tax rates decreasing from 55 percent (in 2001) down to 35 percent 
(in 2010) and a periodic drop in rates in-between, the IRS has encountered situations 
where gift taxes paid were greater than the tax calculated using the rate in effect at the 
date of death. 
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