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H I S T O R I C A L  E S TAT E  A N D  G I F T
E X E M P T I O N  A N D  E XC L U S I O N

Year Lifetime Exemption Estate Tax 
Initial Rate

Estate Tax 
Maximum Rate

Gift Tax
Annual Exclusion

2020 $11,580,000 40% 40% $15,000
2021 $11,700,000 40% 40% $15,000
2022 $12,060,000 40% 40% $16,000
2023 $12,920,000 40% 40% $17,000
2024 $13,610,000 40% 40% $18,000
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E S TAT E  &  G I F T  TA X E S
• The linked Estate & Gift Tax Regime

• Unified Credit

• Generation Skipping Tax (GST) – last month’s session

• Record Retention – indefinite

• IRS Audits/Issues
o 2010(c)(5)(B) – IRS has authority to review return of predeceased spouse for purposes 

of determining proper DSUE to be used on second spouse’s death, regardless of statute 
of limitations

o IRC 6501 – 3-year statute of limitations. If IRS determines there is a 25% 
understatement, the statute is extended to 6 years. If a gift or estate tax return is never 
filed, the statute is indefinite.



GIFT TAXES –  FORM 709



F O R M  7 0 9  –  F I L I N G  B A S I C S
• Due April 15 and is eligible for a 6-month extension

o If Form 1040 is extended, Form 709 is automatically extended
o If Form 1040 is not extended, or if tax is due with Form 709, an extension is filed using 

Form 8892

• Not eligible for e-filing and must be paper filed with IRS

• Not a joint return; each spouse must file their own Form 709

• May be amended by entering “Supplemental Information” across the 
top of page 1, including a statement of what has changed, and 
including a copy of original Form 709
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W H O ’ S  I N V O LV E D ?

Transferor/Donor

• The individual(s) making the gift

• Gift reported on Form 709 at its current FMV

• If gift exceeds lifetime exemption, gift tax will 
be due

• Gift tax is a marginal rate, from 18% to 40%

• Generation Skipping Tax is a flat 40% tax

Transferee/Donee

• The gift recipient

• No tax due when gift is received

• Carryover Basis for the property received via gift 
(IRC 1015)
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F E D E R A L  G I F T  TA X  R AT E S



W H AT  I S  O R  I S N ’ T  
A  R E P O R TA B L E  G I F T ?

Not a Reportable Gift

• Payments for education expenses directly to an 
educational institution

• Payments of medical expenses directly to the 
provider

• Transfers to your US Citizen spouse

• Gifts under the annual exclusion ($18,000 for 
2024; $17,000 for 2023)

Is a Reportable Gift

• Cash gifts exceeding the annual exclusion amount

• Gifts of property for no consideration

• Funding 529 Plans 

• Transferring assets to a new trust

• Bargain sales (real estate, business interests, other 
property)



A D E Q U AT E  D I S C L O S U R E
Requirements for a gift to be adequately disclosed (Reg 
301.6501(c)-1(e) and 1(f)
• Identify of and relationship between transferor and transferee

• Description of gifted property

• If transferee is a trust, the trust’s EIN and a description of its terms (or a copy of the 
trust agreement)

• Description of the method used to determine FMV, including any discounts taken. 
Appraisals may be used

o Gift of business interest – appraisal with any available discounts
o Gift of real estate – residential appraisal report, valuation report
o Gift of marketable securities – average hi/low on the date of the gift



A D E Q U AT E  D I S C L O S U R E  -  E X A M P L E

Adequately Disclosed

John Doe

Son

Residence located at 123 Broadway Tucson, AZ 85711 

Pima County Parcel 123-45-6789

Value of $250,000 determined by residential 
appraisal report, attached as Exhibit A.

Not Adequately Disclosed

John Doe

House

$250,000



C H A R I TA B L E  D O N AT I O N S  

• It is best practice to disclose charitable 
donations made during the year on Form 709.

• There is a charitable deduction available on 
Form 709, charitable donations do not use a 
taxpayer’s lifetime exemption.



F O R M  7 0 9  –  PA G E  1 ,  PA R T  1

Line 12: Gift Splitting
• Arizona is a community property 

state –gifts are deemed to be made 
by each spouse 50/50, no election is 
needed for community property.

• Arizona transferors may elect gift 
splitting for their separate property

Line 19: DSUE
• If Form 706 was filed for a deceased 

spouse, you will disclose your DSUE 
later on Form 709



F O R M  7 0 9  –  PA G E  1 ,  PA R T  2

Part 2 Line 3: is value of all 
current and prior gifts made by 
taxpayer during their lifetime 

Part 2 Line 7: is applicable credit 
amount – the tax credit available 
for the 2023 lifetime exemption 
of $12.92M ($13.61M in 2024)



F O R M  7 0 9  –  
PA G E  2 ,  
S C H E D U L E  A
Part 1: Gifts subject only to Gift Tax
• Gifts to individuals not more than 2 generations 

below the transferor (children, parents, friends, 
relatives who are not grandchildren)

• Gifts to trusts where no skip person could ever be 
beneficiary of the trust

Part 2: Direct Skips
• Gifts to individuals 2 or more generations below 

transferor OR 37.5 years younger than transferor if 
not related (Grandchildren, grand-niece/nephew)

• Gifts to a Direct Skip Trust, if only skip persons could 
ever be a beneficiary of the trust and the trust is 
included in the Skip person’s estate (general POA)

Part 3: Indirect Skips and Other Transfers in Trust
• Gifts to Trusts where a non-skip or a skip person may 

be a beneficiary of the trust



W H AT  T Y P E  O F  G I F T  I S  I T ? ? ?

Cash gift to a 529 plan for your grandchild

Payment of education expenses directly to the 
institution for your neighbor’s child.

Gift of a vehicle to your friend’s daughter

Gift of securities to a trust for the benefit of 
your grandchild. Your grandchild is the only 
beneficiary of the trust.

Gift of real estate to a trust for the benefit of 
your child and their future children.



F O R M  7 0 9  –  PA G E  3 ,  PA R T  4

• Lines 1-11 are a reconciliation of 
total gifts reflected on page 2. 

• Annual exclusions are calculated and 
applied on this schedule, line 2

• Marital deduction and Charitable 
deduction are claimed on this 
schedule, line 6 and 7 respectively.

• QTIP Marital Deduction – beyond the 
scope of this class 



T H O U G H T S  O N  A N N U A L  E X C L U S I O N S

• Easy until it comes to trusts
• Gifts to Trusts

o Must be a gift of a present interest to qualify for an annual exclusion.
o Trusts with a withdrawal power (“Crummey Power”) qualify as a present 

interest gift. If no withdrawal power, the gift is NOT of a present interest.
o Look through the trust to the current beneficiaries to identify donees.

• GST Annual Exclusion
o Applies to Direct Skip gifts only.
o No GST Annual Exclusion is available for Indirect Skip Trust gifts, even if 

there is a withdrawal power in the document.



7 0 9  PAG E  3  –  
S C H E D U L E  B

Recording of gifts from prior 
periods. All prior filed gift tax 
returns are included in this 
schedule. The totals here 
carry to page 1.



F O R M  7 0 9  –  PAG E  4 ,  S C H E D U L E  C  &  D
Schedule C
• DSUE from last deceased spouse and 

predeceased spouse
• Once you have DSUE from a deceased 

spouse, gifts are deemed to be made first 
from DSUE, then from your remaining 
lifetime exemption

Schedule D
Computation of GST (only used if you have gifts 
in the Direct Skip section)



F O R M  7 0 9  –  PAG E  5  G S T !

Part 2 – GST Exemption 
Reconciliation  
• Prior exemption used on line 2
• Current year automatic allocations on line 5
• Current year affirmative allocations on line 6

Part 3 – GST Tax Computation
• Tax calculated once no GST exemption 

remains



ESTATE TAXES -FORM 706



F O O D  F O R  T H O U G H T

Upcoming estate tax “cliff”

If no changes are made by Congress in 2024/2025, effective January 1, 2014, the federal estate tax threshold 
will be adjusted back to $5.49 million (indexed for inflation)

o ~$7 million 



F O R M  7 0 6  –  F I L I N G  BA S I C S  

What Estates Must File?

• Decedent’s individual gross estate ≥ Lifetime Exemption for Year of Death 
o 2024 = $13,610,000

• Estates wishing to transfer deceased spouse’s unused exclusion amount (DSUE or DSUEA)

• Gross Estate = Adjusted lifetime taxable gifts plus any specific exemptions 



F O R M  7 0 6  –  F I L I N G  BA S I C S  C O N T.
When to File?
• Standard Filing deadline is 9 months from Decedent’s Date of Death 

o Unless deadline falls on weekend/holiday, deadline adjusted to next business day 
• Example: Date of Death is October 4, 2023; 9-month deadline would be July 5, 2024

• Extended Filing deadline is 15 months
o While referred to as an “automatic” extension, must file Form 4768 by 9-month deadline 

(AND PAY TAX!)

• Portability Deadline – On or before 5th Anniversary of Date of Death 
o Rev. Proc. 2022-32



F O R M  7 0 6  –  F I L I N G  BA S I C S  C O N T. .
Who Files on behalf of the Decedent’s Estate? 
• Executor of Estate 

o Definition provided by IRC § 2203
 Appointed Executor/Administrator of Decedent’s Estate OR
 If there is no appointed executor/administrator, “any person in actual or constructive possession 

of any property of the decedent.”
o Practically, the most relevant representative of the Decedent’s Estate will file – Personal 

Representative or Trustee of the Decedent’s Trust 
 Pay attention to provisions in Decedent’s Will or Trust which specify who can file the estate tax 

return



F O R M  7 0 6  –  F I L I N G  BA S I C S  C O N T. .
Where to File?
• Currently there are 4 different addresses for filing listed on Form 706 Instructions

o Traditional filing via USPS vs. private delivery service (PDS)
o Original filing vs. amended filing 

• Check online for updated filing addresses on IRS website

https://www.irs.gov/filing/where-to-file-forms-beginning-with-the-number-7


F O R M  7 0 6  – P R E PA R AT I O N  N O T E S
Information on Decedent’s Assets
• Who to ask for this information? 

o Executor, Decedent’s Trusted Professionals, etc. 

• What will be the valuation date? 
o Date of Death or Six-Month Alternate Valuation (authorized by IRC § 2032)

• How to establish asset values? 
o Qualified appraisals, Forms 712, financial statements, etc.



F O R M  7 0 6  –  
PAG E  1

• Part 1, Lines 1a-11 – General 
Information 

• Part 2, Lines 1-20 – Tax Computation 

• Signature Page for both Executor and 
Paid Preparer



F O R M  7 0 6  –  
PAG E  2
• Part 3, Lines 1-4 - Elections by the 

Executor

• Part 4 
• Beginning – Authorization to receive 

information on behalf of executor

• Lines 1-17 (continued on page 3) – General 
Information



F O R M  7 0 6  –  PAG E  3 ,  PA R T  4



F O R M  7 0 6  –  PAG E  3 ,  PA R T  5



F O R M  7 0 6  –  
PAG E  4 ,  
PA R T  6



G R O S S  E S TAT E
S C H E D U L E S  A  T H R O U G H  I  ( A N D  U )



• Schedule A – Real Estate

• Schedule B – Stocks and Bonds  

• Schedule C – Mortgages, Notes, and Cash

• Schedule D -  Insurance on Decedent’s Life 



F O R M  7 0 6  –  
S C H E D U L E  E
J O I N T LY  O W N E D  
P R O P E R T Y  



F O R M  7 0 6  –  
S C H E D U L E  F  
M I S C .  P R O P E R T Y  



F O R M  7 0 6  –  
S C H E D U L E S  G
A N D  H  



F O R M  7 0 6  –  
S C H E D U L E  I



D E D U C T I O N S
S C H E D U L E S  J  T H R O U G H  O



F O R M  7 0 6  –  
S C H E D U L E  J



F O R M  7 0 6  –  
S C H E D U L E  K



F O R M  7 0 6  –  
S C H E D U L E  L



F O R M  7 0 6  –  
S C H E D U L E  M



F O R M  7 0 6  –  
S C H E D U L E  O



F O R M  7 0 6  –  
S C H E D U L E  R ,  
PA R T  1



F O R M  7 0 6  –  
S C H E D U L E  R ,  
PA R T  2



F O R M  7 0 6  –  
S C H E D U L E  R ,  
PA R T  3



F O R M  7 0 6  –  M I S C E L L A N E O U S

• Schedule P – Credit for Foreign Death Taxes

• Schedule Q – Credit for Tax on Prior Transfers

• Schedule PC – Protective Claim for Refund



EXAMPLES– FORM 709



D O T I N G  
G R A N D PA R E N T S
Bob and Sally want to pay for their 
grandchildren’s education. As their tax 
advisor, what are their options?

• Transfer money to their daughter’s 
bank account so she can pay tuition

• Pay the education expenses directly to 
the institution

• Fund a 529 Plan



A  N E W  H O M E

Mary is moving to assisted living and is 
deciding what to do with her home. Her 
granddaughter, Sarah, recently had her 
first child with her husband Mark. 

Mary decides that she would like to 
help Sarah and Mark by selling her 
home to them at a discounted price. 
They will pay $200,000 for the property, 
which a realtor says could sell for 
$350,000.
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T R U S T  F U N D  
B A B Y

George and Martha want to set up a 
trust for their son that may eventually 
go to their son's children. They plan to 
fund the trust with $500,000 of cash 
and securities. They have made 
previous gifts and have provided their 
prior filed gift tax returns to you. 

They also gave $40,000 to charity during 
the year.
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Q U E S T I O N S ?



K A Y L A N  B R U S H W O O D

L A U R E N  R . G .  T A L K I N G T O N

https://beachfleischman.com/people/kaylan-brushwood/
https://www.swlaw.com/people/lauren_talkington


THANK YOU! 

© 2024 BeachFleischman PLLC and Snell & Wilmer L.L.P. All rights reserved. The purpose of this presentation is to provide information on current topics 

of general interest, and nothing herein shall be construed to create, offer, or memorialize the existence of an accountant-client or attorney-client 
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accounting, business, tax, or legal counsel, before making any decisions. The material in this presentation may not be reproduced, distributed, 
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