Charitable Planning Strategies in a
New Giving Environment
February 12, 2020
Mary Jovanovich
Senior Manager, Charitable Consultant
Schwab Charitable

Agenda
• Review charitable giving trends

• Understanding the impact of tax law changes on individuals
• Discuss how to help donors break another giving record in 2019
• We can help you:

Charitable
Planning as
a strategy

Understand
various
charitable
giving
vehicles

Review
strategies to
maximize
impact

Know where
to find
charitable
giving
resources
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What is the breakdown of charitable giving?
Corporations,
$20B 5%

Bequests,
$39B 9%

Foundations,
$75B 18%

Individuals,
$292B

68%

Individuals

Foundations

Source: Giving USA Foundation, Giving USA 2019. Data points in billions

Bequest

Individuals
represent
68% of
giving in the
United
States

Corporations
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Understanding the
impact of tax changes
on individuals
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Legislative update: tax reform
Prior Tax Law

Current Tax Law (All individual
provisions expire after 2025)

Seven tax brackets: 10%, 15%, 25%,
28%, 33%, 35%, 39.6%

Seven tax brackets: 10%, 12%, 22%,
24%, 32%, 35%, 37%

Personal long-term capital gains and
qualified dividend tax rates

Up to 23.8%

Unchanged; rates tied to existing
taxable income thresholds

Charitable Deduction Limits

Cash donations: 50% of AGI

Cash donations: 60% of AGI

Personal standard deduction

Married filing jointly: $12,700
Head of household: $9,350
Single: $6,350

Married filing jointly: $24,000
Head of household: $18,000
Single: $12,000

Personal exemption

$4,050

Repealed

Personal state income, sales tax, and
property tax

Allowable as an itemized deduction2

Deduction for property tax and either
income or sales tax limited to $10,000

Mortgage interest

Deductible on up to $1.1 million of
debt; interest on second home
deductible

Deductible on up to $750,000 of debt
(including second home); no home
equity interest deduction

Medical expenses

Deductible to the extent they exceed
10% of AGI

Deductible to the extent they exceed
10% of adjusted gross income (AGI)
(7.5% of AGI for 2017 and 2018)

Gift and estate tax

Tax of up to 40% imposed on gifts
and estates, subject to a $5.49 million
lifetime exemption per spouse

Lifetime exemption doubled; estate
tax remains in effect. Step-up in basis
retained

Personal tax rates

Tax Cuts and Jobs Act of 2017, Public law no. 115-97. (1/12/18)
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Tax benefits can trigger when to give

Income
Tax
Reduction

Capital
Gains
Avoidance

Major Tax
Event

Estate
Taxes

Annual
(Q4)

Periodic

Episodic

Once in a
Lifetime
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Charitable planning as a
strategy
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A strategic giving conversation can deepen client
relationships
Provides
more value
to donors
Increase charitable
giving to your
organization

Charitable
conversations
deepen
relationships
holistically

Cultivates
trust

Increases
donor loyalty
and retention

Leads to
more donors
Builds
relationships
with NextGen
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Define charitable giving goals and the best vehicle for giving
Charitable Giving Vehicles

• Cash or Checks
• Stock Transfer

• Donor-Advised Funds
• Private Foundations
• IRA Qualified
Charitable
Distributions (QCDs)
• Charitable Remainder
Trusts
• Charitable Gift
Annuities

Giving Horizon

Reactive

Proactive

Earn Income
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As with any strategy, there are key considerations to
maximize charitable impact

Understand giving vehicle options
Utilize the best assets

Consider timing
Increase giving satisfaction
Engage all advisors
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Considerations for incorporating charitable giving into
your clients' planning strategy (Advisor Perspective)
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Understand various charitable
giving vehicles
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A private foundation enables donors to give over time
and support specific objectives
• Family members
• Individual scholarships
• Loans to charities
• Maintain legal control
• Take on larger administrative
responsibilities
• Agree to lower deductibility levels for
some assets

• Minimum 5% distribution of assets
annually
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A community foundation helps donors give over time
and offers guidance to support local or regional causes
• Seeks grantmaking guidance and subject
matter expertise regarding particular
causes/charities

• Prefers that the organization handle all
fiduciary financial and investment
oversight, and required reporting and tax
filing
• Can accommodate a fee schedule of at
least 1%
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A charitable remainder trust gives donors flexibility and the
ability to generate a lifetime income stream

• Provide potential income stream for
yourself or a designate

• Control over intended charitable
beneficiaries
• Flexibility

• Gain a partial tax deduction for
charitable donations*

*A donor’s ability to claim itemized deductions is subject to a variety of limitations depending on the donor’s specific tax situation.
Consult your tax advisor for more information.
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A donor-advised fund enables donors to fund giving
over time with a simple, tax-smart and efficient vehicle

• Planned gifts can be made in the tax year
when they are most advantageous
• Grants to charity can be recommended at
the donor’s convenience
• Administration and recordkeeping are
handled by the donor-advised fund
• Convenience of online and mobile
accessibility available
• Meet estate planning objectives
• Engage next generations in giving
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What is a donor-advised fund account?

Financial planning tool?

Investment account?

Alternative giving vehicle?
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How does a Donor Advised Fund work?

Investment
management

Potentially eliminate capital gains tax and
income tax deduction*

Cash or
appreciated
assets

Grant over
time

Charities
Charities
Charities

Donor-advised
fund

Continued
Legacy

Charities
Charities

Beneficiaries

Successors

*A donor’s ability to claim itemized deductions is subject to a variety of limitations depending on the donor’s specific tax situation.
Consult your tax advisor for more information.
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What are the tax advantages to contributing appreciated
non-cash assets?
EXAMPLE: Value of 1,000 shares: $100,000
Potential capital gains: $95,000

OPTION 1: Sell stock and donate net
proceeds
Value of Charitable Deduction* less Capital Gains
tax paid:

$10, 970

Total for charity:

$81,000

OPTION 2: Donate stock directly to
charitable account
Value of Charitable Deduction*:

Total for charity:

$37,000

$100,000

Tax savings = More for charity
*A donor's ability to claim itemized deductions is subject to a variety of limitations depending on the donor's specific tax situation.
Consult your tax advisor for more information.

Hypothetical, for illustrative purposes only. Assumes cost basis of $5,000, that the investment has been held for more than a year and that all realized gains are subject to a 20% federal
long-term capital gains tax rate. Does not take into account any state or local taxes or the 3.8% Medicare Surtax resulting from net investment income.

19

Assumes donor is in the 37% federal tax bracket and does not account for state or local taxes. Certain federal income tax deductions, including the charitable contribution, are available
only to taxpayers who itemize deductions, and may be subject to reduction for taxpayers with adjusted gross income (AGI) above certain levels. In addition, deductions for charitable
contributions may be limited based on the type of property donated, the type of charity, and the donor’s AGI.

Give more by contributing appreciated investments and
assets

S-Corp interest

Private equity

Publicly traded
securities

Cryptocurrency

Real estate

Restricted stock

C-Corp
interests

Privately held
company stock

Limited
partnership
interest

Gifts from trusts
or private
foundations

Schwab Charitable accepts illiquid assets for contribution on a case by case basis.
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Charitable giving vehicles can work independently or
together
Donor-Advised
Funds

Private
Foundations

Community
Foundations

• Minimize costs

• Pay family or staff

• Local status

• Simplicity of record
keeping/reporting +
online access

• Have full legal control and
responsibility

• Local charity expertise
and consulting

• Support scholarships

• Peer connections

• Most tax advantaged for
some contributions

• Support loans to charities

• Supporting
organizations

• Most private

• Status

• Maintain desired level of privacy

Use multiple
vehicles to:

• Optimize tax deductions
• Facilitate granting outside of foundation’s mission
• International or sophisticated granting needs
• Engage future generations
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Taxes and estate planning

Deferred Gifts

Bequests

Charitable
Remainder Trust

IRAs/ROTH

Life Insurance
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Tax strategies to maximize your
giving impact
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Case Study 1: Benefits of concentrating giving

• A married couple with no
children

• Normally has itemized
deductions of $23,000 per year
– $13,000 of state taxes, real
estate taxes, and mortgage
interest
– $10,000 of charitable giving

Source: Tax Cuts and Jobs Act, H.R.1 — 115th Congress (2017-2018)

Case study 1: Concentrating or “bunching” contributions
(continued)

Option #1:
Take the standard
deduction
Tax year

Option #2:
Tax-smart planning:
Concentrate giving

2019

2020

2019

2020

Charitable deduction

$10,000

$10,000

$20,000

-

Other deductions

$13,000

$13,000

$13,000

$13,000

Total itemized deductions

$23,000

$23,000

$33,000

$13,000

Standard
deduction

Standard
deduction

Itemized
deduction

Standard
deduction

$24,400

$24,800

$33,000

$24,800

Standard or itemized deduction?
Deduction amount

Total two year deduction

Schwab Center for Financial Research

$49,200

$57,800

That’s $8,600
of additional tax
deductions over
2 years!!!
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Case Study 2: Benefits of qualified charitable distribution:

• A single tax-filer with no
children

• Normally has $80,000 income
per year
• IRA is valued at $1,050,000

• Projected RMD $39,622.00

Source: Tax Cuts and Jobs Act, H.R.1 — 115th Congress (2017-2018)

Charitable Giving in Retirement:
QCD vs Appreciated Assets
Qualified Charitable
Distribution
RMD
IRA

Charity

• Avoid ordinary income tax rate
of up to 37%

Appreciated Assets
Donation

Appreciated
non-cash
assets

Charity

• Avoid ordinary income tax rate of
up to 37%
• Potentially eliminate capital gains
tax (more given to charity)
• Potentially claim a charitable
deduction

Talk to your tax advisor about your specific
situation.
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Case Study 2: Charitable IRA rollover gifts may enhance
your tax savings when compared to cash gifts

This illustrations herein are intended to be a general overview of some of the considerations and are not to be taken as tax or legal advice. Please consult with your
tax or legal advisor.

Case Study 3: Giving while working – private shares

Case Study
#3

•

Executive at a privately held company would like to convert some of her concentrated
holding in long-held, highly appreciated shares of the company into cash to fund her
philanthropic activities.

•

Company has a buyback program in place for shares donated to charity.

•

The executive establishes a donor-advised fund account and funds the account with shares
of the company stock.

•

The donor-advised fund takes ownership of the shares and tenders them back to the
company as part of the charitable buyback program.

•

The transaction closes within a week, and the executive begins to recommend investments
and grants to charities of her choice while receiving a present year fair market value
deduction (as determined by a qualified appraisal).
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Case Study 3: Private company shares, continued

Contributes shares

Donor

DAF tenders shares to donor’s
company for repurchase

Donor Advised
Fund

Invest proceeds
Grant over time

Charities
Charities
Charities

Potentially eliminate capital
gains tax, receive FMV tax
deduction

Note: A donor’s ability to claim itemized deductions is subject to a variety of limitations depending on the donor’s specific tax situation.
Consult your tax advisor for more information.
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Case Study 3: Private company shares, continued

Tender stock to the company and donate
proceeds to charity

Donate stock directly to charity

$1,000,000

$1,000,000

$950,000

$950,000

($226,100)

$-

Gift to Charity

$773,900

$900,000
(10% appraisal discount)

Tax Savings from Charitable Deduction2

$286,343

$333,000

Net Donor Tax Savings3

$60,243

$333,000

Asset Value

Capital Gains (100% Long-Term)
Taxes Paid1

1. Hypothetical, for illustrative purposes only. Assumes cost basis of $50,000, that the investment has been held for more than a year and that all realized gains are subject to
the 20% federal long-term capital gains tax rate plus the 3.8% Medicare net investment income surtax. Does not take into account any state or local taxes.
2. Gifts to charity of private stock greater than $10,000 are typically deductible at fair market value as determined by a qualified appraisal. Such appraisals may be discounted
to reflect the lack of immediate marketability and other restrictions. Such discounts vary widely, depending on the nature of the specific restrictions. A 10% discount was
assumed for this example. The example assumes full deductibility (gifts of long-term property are generally limited to 30% of AGI with a 5-year carryover of unused amount).
3. Includes potential charitable deduction and potential capital gains tax savings. Assumes donor is subject to the maximum 37% federal tax and does not account for state or
local taxes. Certain federal income tax deductions, including the charitable contribution, are available only to taxpayers who itemize deductions, and may be subject to
reduction for taxpayers with adjusted gross income (AGI) above certain levels. In addition, deductions for charitable contributions may be limited based on the type of property
donated, the type of charity, and the donor’s AGI.

Questions to ask clients when initiating complex
contribution opportunities
1. What is the type of asset?
2. What is the path to liquidity (sales strategy)?

Questions to
consider

Advisor

Client

3. Is there a legally binding agreement?
4. What is the estimated value of the asset and amount of
gift?
5. What percent of the asset does the donor own?
6. Are there debts or other liabilities associated with the

asset?
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Learn about charitable giving
resources
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Visit SchwabCharitable.org for online resources
Educational video – Learn more

Donor tutorials – “How to…”

Donor Stories – Hear how donors like you are making a difference

Questions?

Contact Information

Mary Jovanovich
Sr. Manager, Business Development
(317)596-6720
Mary.Jovanovich@schwab.com
www.schwabcharitable.org

Schwab Charitable Donor Relations
(800) 746-6216

Be generous and timely with your giving
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Thank you!
A donor’s ability to claim itemized deductions is subject to a variety of limitations depending on the
donor’s specific tax situation.

Contributions of certain real estate, private equity or other illiquid assets are accepted via a charitable
intermediary, with proceeds transferred to a donor-advised account upon liquidation. This intermediary
considers donations on a case-by-case basis, and assets typically must be valued at $250,000 or more.
Call the Fund for more information at 800-746-6216.
The information in this presentation is not intended to be a substitute for specific individualized tax, legal
or investment planning advice. Schwab Charitable does not provide legal or tax advice. Where specific
advice is necessary or appropriate, Schwab Charitable recommends consultation with a qualified tax
advisor or CPA.
Schwab Charitable is the name used for the combined programs and services of Schwab Charitable
Fund, an independent nonprofit organization. The Schwab Charitable Fund has entered into service
agreements with certain affiliates of The Charles Schwab Corporation.

Schwab Charitable Fund is recognized as a tax-exempt public charity as described in Sections 501(c)(3),
509(a)(1), and 170(b)(1)(A)(vi) of the Internal Revenue Code. Contributions made to Schwab Charitable
Fund are considered an irrevocable gift and are not refundable. Please be aware that Schwab Charitable
has exclusive legal control over the assets you have contributed. Although every effort has been made to
ensure that the information provided is correct, Schwab Charitable cannot guarantee its accuracy. This
information is not provided to the IRS.

©2020 Schwab Charitable Fund. All rights reserved. (0220-0JR8)

