
As we begin the New Year, I would like to take this opportunity to thank you for choosing The U.S. Charitable Gift Trust® 
for your charitable endeavors. As always, we are honored to have you as a donor and value our trusted relationship with 
you as 2013 starts.

With the change of the calendar come new challenges, including changes to our federal and estate taxes following the 
compromise over the fiscal cliff. Charitable giving is an opportunity to positively impact our favorite charities, but we 
must also be mindful of tax law changes, which can impact the way in which we give. For charitable givers, these new 
tax laws may impact your 2013 plans and preparations. I believe it will be of value to highlight some of the important 
changes in the current legislation: 

• Tax rates increase on individuals earning more than $400,000 a year ($450,000 for couples). 

• The current estate, gift and generation-skipping exemption level of $5 million for individuals ($10 million for couples)  
 is permanently extended and indexed for inflation.

• The estate tax rate is increased to 40% from 35%. 

• The provision permitting tax-free distributions of up to $100,000 from an IRA to a charity has been extended   
 through 2013. 

In this edition of The Philanthropist, we will address the many questions you may have regarding the tax implications of 
charitable giving in the wake of the fiscal cliff resolution. The new rules in place for the 2013 tax year will in some cases 
make charitable giving even more attractive from a tax perspective. We can think of no better time to take a fresh look at 
charitable giving strategies in light of these recent changes. 

In future quarters, we’ll return to our learning series and examine the potential merits of split interest gifts and 
testamentary gifts. For now, though, we would like to have a timely discussion on what these tax changes may mean to 

donors in the charitable giving space.

I hope you find this information useful. We are excited to assist you with your charitable 
giving over the coming year. I wish you the best for a happy, healthy and successful 2013. 

As always, thank you for your continued support.

Sincerely,

Jeffrey P. Beale
President 
The U.S. Charitable Gift Trust®

Dear Donors to The U.S. Charitable Gift Trust®, 
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What Has Changed? What Are the Details? What Does This Mean to You?

Income, Long-Term 
Gains and Dividend 
Taxes

Individuals earning more than $400,000 a year 
($450,000 married filing jointly) will see a tax rate 
increase, with the top income tax rate rising to 39.6% 
from 35%. Capital gains and dividends are taxed at a 
maximum rate of 20%, depending on ordinary income.1 

More clients are considered wealthy under these 
new rules, which is a good reason to help lower their 
taxes with charitable giving programs such as a donor 
advised fund (DAF) or pooled income fund (PIF).

IRA Distributions IRA distributions to a charity have been extended, 
allowing certain donors to move up to $100,000 from an 
IRA to a qualified charity without having to pay income 
taxes on the money.

Although IRA distributions are not allowed to pass to 
planned giving programs such as a DAF, clients may 
consider making a distribution and gift cash to a DAF 
to help offset gains.  

Estate, Gift and 
Generation-Skipping 
Tax Exemptions

The exemption level of $5 million for individuals ($10 
million for couples) has been extended and will be linked 
to inflation from 2010. Estate and gift tax rates have 
increased to 40% from 35%.

Gifting assets to a PIF removes the asset from 
your clients’ taxable estate and utilizes the gift tax 
exemption when income is paid to heirs.

Deduction Limits The Pease limitation has returned. The overall limitation 
on itemized deductions has been reduced on individuals 
with adjusted gross income (AGI) of more than 
$250,000 ($300,000 for married couples). The Pease 
limitation reduces itemized deductions by 3% of the 
amount by which AGI exceeds the thresholds, but not 
more than 80% of the total.  

Most itemized deductions, including charitable 
deductions, are reduced by the lesser of 3% of AGI 
over the threshold or 80% of itemized deductions. The 
Pease limitation therefore creates a differential between 
the tax rate that applies to ordinary income and the tax 
rate at which charitable contributions can be deducted.

Roth IRA Conversions Traditional 401(k) plan assets can now be converted into 
a Roth 401(k) regardless of age or employment status.

Roth 401(k) contributions are made after tax; any 
growth is tax free2. There may also be a one-time tax 
bill that comes due at conversion. A DAF may help 
alleviate some of the tax burden of the conversion 
while also doing some good with charitable giving.

The Tax Rules Have Changed
How the Fiscal Cliff Deal May Affect Charitable Giving in 2013

Following the political wrangling over the fiscal cliff, the tax landscape for 2013 is significantly different than it was last 
year. How will your tax situation be impacted by the American Taxpayer Relief Act of 2012 (ATRA)? And how will your 
charitable giving change along with the new rules? These are the two most important questions donors need answered 
in the aftermath of the fiscal cliff compromise. 

From income taxes to capital gains taxes to deduction limits, there are substantial changes that individuals, particularly 
those in higher tax brackets, must consider when looking to lower the tax impact of the new rules. The table below 
breaks down the changes and extensions in the ATRA and offers a brief summary of the implications for high-net-worth 
donors. On the following page, we examine whether the tax changes may lead to more or less charitable giving in 2013.

1A 3.8% Medicare surtax on investment income may also result in higher-income earners (A maximum federal tax rate of 23.8% on long-term gains and dividends). 
Tax benefits and any limitations will of course depend upon your individual circumstances, and we encourage you to consult with your personal tax advisor or 
accountant before making any decisions. Furthermore, tax law is subject to change. 2Taxability of distributions from Roth accounts and other retirement plan depends 
on various factors including age.

Why ATRA Is Important to Charitable Givers
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It seems like a no-brainer: taxes go up, charitable giving goes 
down. After all, conventional thinking would have people believe 
that increased taxes and limited deductions would curtail 
donations. However, that may not be the case in 2013.

A study by the nonpartisan Tax Policy Center and the Urban 
Institute Center on Nonprofits and Philanthropy says the opposite 
is likely, and that the fiscal cliff deal may result in increased 
charitable giving by 1.3%, or $3.3 billion, over 2012. 

The main reason for this positive view is the increase in the 
top marginal tax rate, according to the study. As noted on the 
previous page, there will be a higher marginal tax rate of 39.6%, 
up from 35%. This represents a 7% decrease in the after-tax cost 
of giving for taxpayers who find themselves in this tax bracket. 

The higher capital gains tax rate also increases the incentive to 
donate appreciated property to charity, which can help avoid a 
realized gain that would be subject to the capital gains tax. 

Lastly, the study notes that the Pease limitation on itemized 
deductions—a source of major confusion among donors—will 
have negligible effects on the tax incentive for charitable giving. 
Although the limiting of deductions gives rise to concern that 
charitable giving will decline, the higher tax rates create the 
incentive to seek to avoid capital gains by donating appreciated 
assets to charity.

How Will Higher Taxes Affect Charitable Giving?

• Stocks
• Mutual funds
• Real estate
• Pre-IPO shares and privately held stock
• Tradable municipal bonds

Please check with Eaton Vance on acceptable contributions and minimums. Contributions other than cash, stocks or mutual funds 

may have different minimums, may require prequalification, involve longer processing time and are accepted on a case-by-case basis. 

Clients should consult with their legal and tax advisors prior to making a gift. Of course, tax law is subject to change. Consult your tax 

advisor to review your personal situation and tax law applicable at the time of your contribution.

Consider a Donor Advised Fund

A contribution to a donor advised fund (DAF) can be a helpful solution in this situation. Gifts of long-term appreciated 
securities avoid capital gains taxes and may receive a deduction based on their market value (subject to limits). 
In addition to cash, acceptable contributions to a DAF include:



Eaton Vance Distributors, Inc. is a paid Solicitor that will receive as costs, expenses and fees a portion of the solicited funds raised 
through the solicitation campaign. For more complete information about such fees, please see The USCGT Gifting Booklet dated 
September 17, 2012, as may be amended.
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We’re looking for 
great charities
Is there a charity you think everyone 
should know about? We’re looking for 
exceptional granting stories. Please 
contact us so we can share your good 
find with other donors. Call us today 
at 800-664-6901 and tell us that you 
have a story for The Philanthropist! 
Information will remain anonymous 
upon your request.

Questions? Contact Us!

We are here to assist you  
Monday through Friday  
from 9 a.m. to 5 p.m. EST 
at: 800-664-6901

You can also write to us at

The U.S. Charitable Gift Trust®

c/o Wilmington Trust Retirement & 
Institutional Services
1100 North Market Street
2nd Floor
Wilmington, DE 19890

Visit us online at:
www.charitablegifttrust.org

Hearth, Inc.
1640 Washington Street, Boston, MA 02118
Tax ID: 04-3206820

Throughout the United States, we are experiencing an increase in homelessness among 
the elderly. Within the next 10 years, the number of homeless elders is expected to 
grow by more than 30 percent. The reason behind this: The nation is getting older, 
and in this challenging economy the elderly are facing poverty at rates that we have 
not seen in decades. For this vulnerable group, the ravages of homelessness accelerate 
the ravages of aging: increasing frailty, chronic disease, impaired mental function, 
substance abuse, and loneliness and isolation. 

Hearth, Inc. provides comprehensive housing placement and homelessness prevention 
services to homeless older adults and elders facing housing instability. In addition, 
Hearth operates 196 units of permanent, service-enriched housing for formerly 
homeless elders, and is working with the Corporation for Supportive Housing to spread 
awareness about this underrecognized problem, and share effective solutions with 
communities across the country that are experiencing this rise in the numbers of 
homeless elders.

To learn more about Hearth, Inc., please visit www.hearth-home.org.

Charity Spotlight

The U.S. Charitable Gift Trust® (USCGT) is a tax-exempt, public charity that receives donations from individuals, corporations and others, as 
well as from its Donor Advised Fund, and makes grants to numerous charitable organizations throughout the United States, including charities 
selected by The USCGT and those recommended to The USCGT by Donors and others authorized by the Donor to make grant recommendations. 
The USCGT is located at 1100 North Market Street, 2nd Floor, Wilmington, DE 19890. Charitable contributions accepted by The USCGT are 
irrevocable. Donors have no right to income or principal other than as provided by Pooled Income Fund accounts, and account values will fluctuate. 
The USCGT and its Pooled Income Funds are not guaranteed or insured by any governmental body. The USCGT is not available in Puerto Rico. A 
financial statement of The USCGT, for whom the solicitation is being made, and a copy of the contract will be provided upon request. Prospective 
donors are encouraged to consult their tax advisors regarding their specific tax status before contributing.


