
 Gift Taxes – How Much Can I Give Away? 

A question often asked by our clients is “How much can I give away before I have to worry 

about gift taxes?”  Gift taxes are confusing to most people. But the reality is that unless you 

are extremely wealthy, you probably don’t have to worry about them. 

Most people have heard that making a gift of up to $14,000 per year if OK. The problem is 

that this common understanding is wrong. Let’s explore some details. 

Just a number 

First, $14,000 is just the number that Congress has set as being too small to even bother 

thinking about, and it has only been set at $14,000 since 2013. The “don’t even think about it” 

number was $3,000 for over 40 years before increasing to $10,000 in 1982. In 2002, it started 

increasing in $1,000 increments and will probably rise to $15,000 within the next couple of 

years. It includes monetary gifts and gifts of property, and even the sale of something at less 

than its full fair market value. Gifts to your spouse do not apply. 

Gifts to each person 

Second, the current $14,000 figure applies to gifts made to each person, not the total amount 

of gifts in a year. For example, if you have three children, you can give each of them $14,000 

this year, for a total of $42,000, without having reached the threshold. A married couple can 

give away $28,000 (each giving $14,000) to each person. 

Non-countable gifts 

Third, gifts for medical or educational expenses do not count toward the $14,000 annual limit. 

As long as you make your gifts by paying directly to the college, or hospital, or other provider, 

there is no $14,000 limit. You can pay your favorite granddaughter’s tuition and books 

directly, and still give her another $14,000 (double that if you’re married). 

Gift tax return 

Fourth, if you want to make a gift larger than $14,000, all you have to do is file a gift tax 

return. You won’t actually pay any gift tax unless the total amount you give away (over and 

above the $14,000 + tuition + medical expenses each year) exceeds $5.43 million dollars in 

your lifetime. And even that number is going up each year. 

Gift issues outside of taxes 

Fifth, and perhaps most important to know, if there is any chance that you will be needing 

public benefits such as Medicaid in the next 5 years, you need to use extreme caution in giving 

gifts.  Indiana Medicaid currently follows a “5 year lookback” penalty, which means that 

although you may qualify for Medicaid services when you apply, if you have given any of 
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your assets away in the five years before making your application, it is viewed as making gifts 

in order to meet financial qualifications of application, and is treated as a penalty.  Medicaid 

assesses a transfer penalty based on the amount gifted, which requires you to private pay the 

nursing home during a calculated time period. In some circumstances, family members are 

able to pay back the gifts to the Medicaid recipient, thereby minimizing the impact, but for 

most people, this can have devastating financial results. 

The bottom line 

The bottom line: if you live in Indiana, don’t own property in a state that imposes a gift tax, 

and are worth less than about $5 million, odds are neither you nor your estate will ever pay a 

federal gift tax. However, if you give away your assets and then find you need Medicaid 

assistance, you may find yourself in a very bad position. 

Severns Associates specializes in knowing all of the rules and regulations associated with 

Medicaid and VA qualification.  Please make use of our expertise before making decisions 

which could impact your future. 

 


