
C O N C E P T  A P P L I E D :
Using a QPRT to make a lifetime gift of a home allows individuals to: 
u reduce their taxable estate, 
u live in the property for a number of years, and 
u incur gift tax only on the remainder value, which is a fraction of the current value. 

Qualified Personal Residence Trust (QPRT) 

50 words or less
Parents can use a QPRT (an irrevocable trust) to 
pass a home or vacation home to their children 
or grandchildren. Since parents retain the right to 
use the real estate or its income during the trust 
term, gift tax on the transfer is reduced by the 
value of their retained interest. 

H O W  I T  W O R K S :
A properly structured QPRT freezes 
the value of the residence, making 
significant estate tax savings possible. 
The gift tax on the transfer is also 
reduced by the value of the grantor’s 
retained interest. During the trust term, 
the grantor pays the mortgage, taxes, 
and all other expenses while usually 
living in the home. When the home 
eventually passes to the beneficiaries, 
the grantors may continue living there  
if they pay fair market value rent.  
Should the grantor die before the end  
of the trust term, the house is included  
in the grantor’s estate.  

W H Y  I S  I T  U S E F U L ?
The residence in a QPRT (plus any  
future appreciation) is excluded from 
grantor’s estate. Property owners 
must weigh potential estate tax 
savings against the consequences of 
relinquishing ownership to children,  
and must take current federal interest 
rates into account.

make a lifetime gift 
of a home which they 
continue to use and 
maintain for the term 
of the trust

cHiLDren

parents

QPRT

Incur gift tax only on 
the current property 
value less the parents’ 
retained interest  

Estate tax

4

Estate Planning



This information is provided by American General Life Insurance Company (AGL) and The United States Life 
Insurance Company in the City of New York (US Life), members of American International Group, Inc. (AIG).

The information contained in this document is general in nature and intended for educational purposes only and 
is not a comprehensive analysis of the topic presented. The information may be subject to change and should 
be verified for accuracy and reliability (e.g., federal income tax statutes, rulings, etc. that may have changed 
since publication) and may be subject to differing legal interpretations. While the publisher has been diligent 
in attempting to provide accurate information, the accuracy of the information cannot be guaranteed. No 
representation or warranty, express or implied, is made by AGL, US Life and its affiliates as to the completeness 
of the information in this document. AGL and US Life shall not be liable for any loss or damage caused by the 
use of, or reliance on, the tax, accounting, legal, investment or financial items contained in this material. Any tax 
statements in this material are not intended to suggest the avoidance of U.S. federal, state or local tax penalties.

The Company, its financial professionals and other representatives are not authorized to give legal, tax or accounting 
advice. For advice concerning your situation, consult your professional attorney, tax advisor or accountant.
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