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Financial Gifts to Give This Season

As we enter the season of giving, it’s entirely possible you’re contemplating making gifts of cash to your 
loved ones, young and old. You may wonder, what’s the best way to do that? Are some ways better than 
others? Here are five financial gifts to consider giving this holiday season.

1. Something for everyone: Annual exclusion gift
Annual exclusion gifting takes advantage of the amount you’re able to transfer free of federal tax each 
year without eating into the amount you can transfer tax-free at death. In 2019, this amount is $15,000 
per recipient (so for married folks, you can each give $15,000 to each of your children, for example, for 
a total of $30,000 per child). For 2020, the annual exclusion remains at $15,000, so you can be generous 
again in January! To make this gift most efficiently, consider giving cash, as opposed to appreciated 
stock—or even better, in interests in a family limited partnership (FLP) or LLC.  FLP and LLC interests can 
potentially be transferred at a discount, providing even more bang for your buck. That’s a pretty healthy 
“little something!”

2. For tots and teens: UTMA account and §2503(c) trust
A Uniform Transfers to Minors Act (or UTMA/UGMA) account is a custodial account for the benefit of the 
under-18 or under-21 set (whether it’s called UTMA or UGMA, and whether it terminates at age 18 or 
age 21, is a function of state law). A §2503(c) trust (named after the internal revenue code section 
permitting it) allows the beneficiary to become the grantor of the trust for tax purposes at age 21. Both 
are great vehicles for making efficient gifts for estate planning purposes and getting cash out of your 
hands and into theirs, but beware, these types of gifts can result in the beneficiary gaining control of the 
funds sooner rather than later.

3. For the nice and the naughty: Crummey trust and dynasty trust
If you would prefer that the objects of your bounty not gain control of your gift for the foreseeable 
future, fear not! Other options are available. The Crummey trust (so named for the court case allowing it) 
is similar to the §2503(c) trust (described above), but the beneficiary does not become the taxpayer at 
age 21. Gifts to a dynasty trust will require you to utilize some of your $11.4 million exemption from the 
Federal generation-skipping transfer tax (increasing to $11.58 million on January 1, 2020), but in many 
states the Trust can last for generations, benefitting your grandchildren and beyond.
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4. The gift that keeps on giving: Irrevocable life insurance trust
Gifts to an Irrevocable life insurance trust (ILIT) can utilize annual exclusion (remember that $15,000 to 
each recipient?) as long as the beneficiaries of the trust have 30 days after the gift to choose whether to 
withdraw their pro-rata share. This power is called a “crummey power” (sound familiar?). If the gift is not 
withdrawn, life insurance premiums are paid and when the policy eventually pays off, the trust receives 
the death benefit income and transfer tax free. If the gift is withdrawn and the trustee is unable to pay 
the premium, someone is finding coal in their stocking for years to come.

5. For someone who has everything: A charitable gift
Always an honor, a charitable contribution in the name of your loved one is sure to warm the heart of 
even the most miserly Scrooge. Find a cause especially near and dear or use this opportunity to 
broaden some horizons. In either case, you can’t go wrong when you spread goodwill. 

Happy holidays!   
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