Charitable Gifts and
Estate Taxation

Gifts to a charity or to a charitable remainder trust can reduce one’s taxable
estate by not only the value of the gift but also its potential appreciation. If the
donor retains the right to the income, as in a charitable remainder trust, the
estate tax savings will not be as large.
However, the donor (or donors) may choose to make gifts of the income each
year to children, grandchildren or to a trust on their behalf. If certain
requirements are met, these gifts will qualify for the annual gift tax exclusion of
$15,0001 from each donor to as many qualified beneficiaries as there are under
the terms of the trust.

The chart below illustrates the potential savings, based on a hypothetical situation.
Assumptions:
Current estate size: $15,000,000
Estate growth rate: 6.00%
Value of charitable gift: $1,000,000

Years
From
Now
Now

Taxable Estate
Without
theGift
$15,000,000

With
the Gift

Year of death: 2018
Applicable credit: $4,417,800

Federal Estate Tax2
Without
theGift

With
the Gift

Estate Tax
Savings With
Gift
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10
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Note: If both the income from the trust and the income tax savings from the charitable deduction are given to an irrevocable
trust (or to adult children) to purchase life insurance on the life of the donor, one is able to transfer a substantial amount of
money to one’s heirs which is not subject to either income tax or estate tax.

1 2018 Value. This amount is subject to adjustment for inflation in future years.
2 Calculated as if death occurred in 2018.

Content in this material is for general information only and not intended to provide specific advice or recommendations for any individual.
This information is not intended to be a substitute for specific individualized tax or legal advice. We suggest that you discuss your specific
situation with a qualified tax or legal advisor.

