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Charitable gifts
can sometimes
be deducted
from taxable
Income,
thereby
reducing taxes
owed.




Charitable deductions are limited to
20%, 30%, or 50% of iIncome
depending on the gift and recipient.




Why should we limit
charitable deductions



Encouraging
giving Is good,
but at least some
revenue should
go to the

government. bNeeo( + for rondis




Wealthy with high incomes could pay
zero taxes by annually transferring
assets to charity.







Why are people
making such large
donations, anyway?




Are people taki
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Actually, the
limits are al
ISsue wWithgifts
from assets
where wealth 1
far greater thal
annual INncCome



http://upload.wikimedia.org/wikipedia/commons/3/3b/Bill_Gates_in_Poland.jpg

Can be an issue
with wealthy s =
retiree donors \s
who have | W .
imited income. &

put large assets .




Some gifts may
be deducted up
to 50% of incom
If given to a
public charity,
government, or
anoperating
private
foundation




50% limit

(given or spent performing Charlty

services for the charity)



50% limit

Ordinar
Income
Propert

Public
Charity



0% limit

Public




50% limit

ShortTerm Public
Km e Sl N .
Capital Gain Charity

Property



For all other charitable organizations, such as
private (nonoperating) foundations, the
maximum deduction is 30% or less.
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30% limit

BILL&MELINDA
(GATES foundation

Money Private Foundation

(given or spent performing

services for the charity) (nOn-Operatl ﬂg)


http://upload.wikimedia.org/wikipedia/commons/2/28/Bill_og_Melinda_Gates_2009-06-03_(bilde_01).JPG

30% limit

BILL&MELINDA

Ordinar |
(GATES foundation

Income Srivate Foundat

PrOpert rivate Foundation

(non-operating)
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0% limit

BILL¢ MELINDA
(GATES foundation

Private Foundation
(non-operating)



http://upload.wikimedia.org/wikipedia/commons/2/28/Bill_og_Melinda_Gates_2009-06-03_(bilde_01).JPG

30% limit
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All ordinary income property Is usually
treated the same




Longterm (=1 yearcapital gain property
IS treated differently
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Current Value: $1,8




Longterm capital gain property

Current Va_lue: $25

1990 Paid $1

(split adjusted)



30% Limit

Current Value $25

1990 Paid $1 Public
Charity
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ADeduct cost basis instead of value (if lower)
ACovers all longerm capital gain gifts for the year

Current VaIueXS

Public Charity




20% limit

Current Value $25

A

BILL&MELINDA
(GATES foundation

19-' Paid $1 Private Foundation
(non-operating)



http://upload.wikimedia.org/wikipedia/commons/2/28/Bill_og_Melinda_Gates_2009-06-03_(bilde_01).JPG
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but charity gets current benefit
I EX: paying premiums to a life insurance
company for a charitgpwned policy
I EX: money In a trust where charity gets
income for a time (Charitable Lead Trust)




So, that covers gifts of
cash, capital assets, an
ordinary income

property.
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All the stuff in your garage
(tangible personal property)

A




50% when valued at lower of cost
basis or current value

Current Value %25

1970 Pai@l Public Charity



50% when valued at lower of cost
basis or current value

Current Valu@l

1970 Paid $25 Public Charity



30% when valued at current value due
012 ANBfIFIOISR dzaSé

Current Valu5 mint

museum of toys

1970 Paig§l Public Charity


http://www.facebook.com/album.php?profile=1&id=10117712230

20% when given to a private non
operating foundation

Current Value>$25

1970 Pai

BILL¢ MELINDA
(GATES foundation



http://upload.wikimedia.org/wikipedia/commons/2/28/Bill_og_Melinda_Gates_2009-06-03_(bilde_01).JPG

CORPORATIONS

C -corps limited to 10%
of taxable income with
5-year carryforward

S-corps pass through
all deductions to
shareholders.



