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“The annual gift tax exclusion allows you to give  
as much as $14,000 (this is the amount that is in place  

for 2014) to any number of gift recipients within a  
calendar year free of the gift tax.” 
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When you give gifts to others, they are potentially exposed to the federal gift tax. 

Most people do not have to pay taxes after they give birthday presents because 

there are gift tax exclusions. 

One of these is the annual gift tax exclusion. 

ANNUAL TAX-FREE GIFTS 

 

The annual gift tax exclusion allows you to give as much as $14,000 to any 

number of people within a calendar year free of the gift tax. There is no limit to 

the total amount that you can give tax-free, as long as no one person receives 

more than $14,000 during the year. 

This $14,000 figure is in place in 2014. However, it is adjusted periodically to 

account for inflation. 
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UNIFIED LIFETIME GIFT AND ESTATE TAX EXCLUSION  

We have a gift tax to prevent people from exploiting a loophole. If you were 

allowed to give tax-free gifts, you could give away your assets while you are living 

to avoid the federal estate tax. 

The estate tax was enacted in 1916, and there was no accompanying gift tax 

initially. Many wealthy people simply gave away assets while they were living at 

that time. Before long, the powers that be reacted through the implementation of 

a federal gift tax. 

The gift tax was initially installed in 1924. It was repealed in 1926, but it was 

reenacted in 1932. The two taxes 

became unified in 1976. 

This $14,000 per person, per year 

annual gift tax exclusion is not 

the only gift tax exclusion that 

you can use to give tax-free gifts 

while you are living. There is also 

a unified lifetime gift and estate 

tax exclusion. 

At the time of this writing in 

2014, the amount of the unified federal gift and estate tax exclusion stands at 

$5.34 million. The maximum rate is 40 percent. 

It would be possible to give a tax free gift to someone within a calendar year that 

is in excess of $14,000 by using a portion of your available unified lifetime gift 

and estate tax credit or exclusion.  



 

What Is the Annual Gift Tax Exclusion in New York?   www.myestateplan.com 4 

To provide a simple example, let's suppose you have not yet used any of your 

unified exclusion, and you gave someone $3,014,000 this year. $14,000 can be 

given tax-free using the annual per person exclusion. $3 million could also be 

given free of taxation using some of your unified exclusion. 

Since the amount of the unified lifetime exclusion is $5.34 million in 2014, you 

would then have $2.34 million left to apply to your estate and any future lifetime 

gifts that you may give. 

TAX FREE TUITION & MEDICAL GIFTS 

There are a couple of additional gift tax exclusions that exist. One of them is the 

educational exclusion. If you want to pay school tuition for others, these 

payments would not be subject to the gift tax. 

This exemption does not extend beyond tuition. Things like room and board, 

books, and fees do not fall under the educational gift tax exclusion. You could 

however choose to use your $14,000 per person annual gift tax exclusion to 

supplement the gift of tuition. 

You can also pay medical bills for other people without incurring any gift tax 

responsibility. This extends to the payment of health insurance premiums that 

would benefit someone other than yourself. 

GAINING TRANSFER TAX EFFICIENCY 

Because of the existence of these exclusions, most people never pay the gift tax 

or the estate tax. However, high net worth families may indeed be exposed to 

federal transfer taxes. Those who are faced with transfer tax exposure can utilize 

the $14,000 per person, per year gift tax exclusion advantageously. 

You can give gifts to others who would otherwise be inheriting the money 
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someday free of taxation on an incremental basis year-by-year. These can be 

direct cash gifts, but there are other possibilities. 

Many wealthy individuals create irrevocable trusts for the benefit of loved ones. 

If you fund a trust for the benefit of someone else, you are giving a taxable gift. It 

would be possible to fund such a trust in a tax-free manner by contributing 

$14,000 per year. 

Family limited partnerships are also popular among high net worth families. The 

annual gift tax exclusion can be used to give out shares in a family limited 

partnership free of taxation. 

CONCLUSION 

The annual gift tax exclusion allows you to give as much as $14,000 (this is the 

amount that is in place for 2014) to any number of gift recipients within a 

calendar year free of the gift tax. 

There is also a unified gift and estate tax exclusion that stands at $5.34 million 

this year. 

Most people are not exposed to transfer 

taxes. Those who are must implement tax 

efficiency strategies to mitigate their 

exposure.  

Contact an estate planning attorney if you 

have wealth preservation concerns. 
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