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The Impact of Taxes 

on Philanthropic Planning

What a difference 

a few years can make!

2012   vs   2015
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Major issues in 2012 & 2013

ECONOMY

FISCAL CLIFF

TAX LAW

Major issues in 2015

ECONOMY

FISCAL CLIFF

TAX LAW

Housing, stock 

market, wealth

Crisis averted

American Taxpayer 

Relief Act

At that time in 2012 & 2013 

there was a possibility that a toxic 

combination of automatic spending 

cuts and large tax increases on most 

taxpayers would trigger a new 

recession.
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Charitable giving in America 

had not yet recovered 

from the effects of 

the Great Recession 

from 2007-2009.

People give from 

discretionary income and assets 

which were both 

adversely affected 

by the Great Recession. 

• Climbing unemployment and 

underemployment 

• Falling asset values: stocks 

and real estate

• Largest decline in giving since 

the Depression
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How will 

PHILANTHROPY 

fare in 2015?
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Potentially,

charitable giving in America

could experience its BEST year 

since the Great Recession.

• Falling unemployment figures

• Strong stock market recovery

• Improving real estate market

• Record levels of household wealth

• American Taxpayer Relief Act

Positive factors include:

How 

do 

you 

spell 

relief? ATRA
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After missing various 

December deadlines to 

avoid the fiscal cliff, the 

new tax law was passed by 

Congress and signed into 

law in early 2013.

The compromise package 

provided significant relief

for most taxpayers by 

extending existing laws.

In other words,

relief was provided by 

avoiding tax increases

instead of providing 

tax decreases 

for most taxpayers.
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In reality, most working 

taxpayers experienced a 

tax increase due to the 

expiration of the payroll tax 

holiday.

A small percentage of high 

income taxpayers were 

subject to more substantial 

increases due to:

• higher income tax rates

• capital gain gift and estate tax rates

• other changes

Good News for 

Philanthropic Giving!

A number of changes 

that would have placed 

new direct limitations on charitable 

gifts were not included in the 

new tax law .
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In fact, several provisions 

favorable to charitable giving were 

included in ATRA:

IRA Charitable Rollover Gifts

Conservation Easement Gifts

Property Gifts by Subchapter S Corporation

Certain Gifts of Food

Philanthropy As Usual For Most

The vast majority of donors 

found that the tax and other 

benefits for charitable gifts 

were largely unchanged.

Traditional Rules Apply

• Must itemize income deductions

• Overall 50% of AGI limitation

• 30% for gifts of appreciated property

• Plus a five-year carry forward provision

• Unlimited gift and estate tax deduction
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Increased Tax Benefits for Some

High income wealthy donors may actually 

find that charitable gifts are more 

attractive under the new tax law as a 

result of

• Higher Income Tax Rates

• Capital Gains Tax Rates

• The Application Of The New Medicare Tax

Who is affected by the 39.6% rate?

• Singles with TAXABLE income over 

$400,000 indexed for inflation

• Heads of household with taxable 

income over $425,000

• Couples with taxable income over 

$450,000

Existing tax brackets 

extended of 10%, 15%, 

25%, 28%, 33% and 35% 

continue for other 

taxpayers.
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Capital gains rate increases 

to 20% for taxpayers in the 

39.6% income tax bracket.

Taxpayers subject to the 

3.8% Medicare tax may 

experience an 18.8% or 

23.8% capital gains rate.

The 3.8% Medicare tax 

generally applies to 

marrieds with incomes 

over $250,000 and singles 

over $200,000.
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Taxing Matters

The higher your tax rate,

the greater your savings,

and the lower your after tax cost.

The conditions of 

higher income tax and 

capital gains rates 

and the Medicare tax 

create additional tax 

savings for charitable gifts 

by those affected.

Maximum Potential Tax Savings

2012 2015

50    vs 63.4

35

15

39.6

20

3.8

Income Tax Rate

Capital Gains Rate

Medicare Tax
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Minimum After Tax Cost of Cash Gift

2012 2015

$1.00 

- .35

$1.00 

- .396

.65 .604

Minimum After Tax Cost of 

Gifts of Appreciated Property

2012 2015

$1.00 

- .35

$1.00 

- 39.6%

.50 36.6%

- .15 - 20%

- 3.8%

Charitable gifts may be 

particularly attractive to 

wealthy high income 

donors  

in light of possible future 

adjustments to the tax law.
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However, Advisors & Donors 

need to be aware of the 

Deduction Reduction rule, 

which returned in 2013.

The Pease Limitation 

is a provision which reduces the 

benefits of all itemized 

deductions for high income 

taxpayers, but 

actually has very little affect 

on charitable gifts.

The biggest problem will be 

confusion by donors 

and their advisors which 

could freeze larger gifts.
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Be Ready For:

“My accountant said 

that my itemized 

deductions are 

being limited or are 

subject to the Pease 

Amendment.”

Be Prepared to Respond:

“The Pease Limitation has little 

or no affect on charitable gifts 

that you may be considering 

because it really affects the 

itemized deductions that you 

already have, such as state 

income or property taxes.”

The Pease Limitation 

reduces itemized deductions 

by 3% of the amount that taxpayer 

income exceeds a threshold 

amount, of $250,000 for singles and 

$300,000 for marrieds filing jointly

Indexed for inflation.
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Deduction Reduction Example for 

a Couple

MFJ Income   $500,000  

MFJ Income   $700,000  

MFJ Income  $1,000,000

Deductions reduce $6,000  

Deductions reduce $12,000

Deductions reduce $21,000

Normally state taxes and mortgage 

deductions will absorb the reductions.

2015 represents potentially 

the best year for 

PHILANTHROPY 

since the beginning 

of the Great Recession 

Make plans now 

to benefit from 

the favorable 

economic and tax 

conditions which exist.
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Best Gifts for Today

• Gifts of Appreciated Assets for Dual Savings

• Gifts by Those in Highest Brackets

• Split Interest Gifts With Appreciated Assets

• Retained Life Estate Gift on Home or Farm

• Charitable Lead Trusts 

www.SHARPEnet.com © The Sharpe Group 2015 All 

Rights Reserved

CONCLUSION

Questions & Answers


