
ESTATE PLANNING

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: 
• reduce their taxable estate, 
• live in the property for a number of years, and 
• 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.
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