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It’s safe to say that the U.S. tax code is complicated and affects millions of American taxpayers and trillions of dollars. 

As legislation takes shape in Congress, a number of proposals and 

terminologies will likely surface in the months ahead. This edition of 

The Philanthropist takes a look at some tax-reform basics, financial terms 

and the potential impact that policy changes may have on charitable giving. 

At The U.S. Charitable Gift Trust®, we recognize that philanthropy likely 

means more to you than just a tax deduction. Every donor’s situation 

is unique and we’re here to help you pursue your gifting aspirations on 

your own terms. Enjoy your summer.
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For the first time in 30 years, a concerted push for comprehensive tax reform took shape earlier this spring. 

Congress last revised the tax code in 1986 during the Reagan administration. The latest legislative proposals 

are intended to simplify U.S. tax rules while cutting individual and corporate rates in hopes of stimulating 

economic growth. 

By the numbers

The Trump administration’s plan, which has similarities to the House leadership’s “blueprint” for tax reform,  

calls for changes to individual and business tax rates and brackets:

Closing loopholes

Keep in mind that these tax reform proposals are up for revision and no final bill has been presented to 

Congress for vote. Any reform package may likely contain measures to close certain loopholes, including 

the following:

• To restrict the “stretching out” of inherited IRAs and 401(k)s over generations.

• To apply RMD (required minimum distribution) rules to Roth IRAs starting at age 70½.

• To limit Roth IRA conversions to pretax dollars.

• To make distributions from S Corps and partnerships subject to employment taxes.

Other tax proposals …

3 Total tax brackets would be reduced from 7 to 3 at 10%, 25% and 35%.

35% The top current individual tax rate would decline from 39.6%.

$12,000 The standard deduction would double.

15% The tax rate on business income would be reduced from 35%.

… for individuals … for corporations

Eliminate the AMT (alternative minimum tax) Get rid of deductions for interest paid 

Cut deductions for state and local taxes paid Tax the sale of carried interests as ordinary income

Repeal the estate tax Establish a “repatriation holiday”

Source: Friedman, Andrew H. and Bush, Jeffrey B (May 2017). “A new administration in Washington: What tax changes are in store this year?”

Summary of current legislative proposals
Tax Reform
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Whatever the future holds for tax reform, Congress will have to consider curtailing some current 

deductions and exemptions to offset revenue lost by lower tax rates not recouped by economic 

growth. Here are some terms and concepts you may hear about in the months ahead.

• Revenue neutral. Against the backdrop of the federal budget deficit, a major challenge to tax reform is 

assuring that lower tax rates will not significantly reduce the levels of revenue the government derives 

from the current system to pay its bills. 

• Dynamic scoring. “Scoring” refers to projected revenue gains or losses resulting from a specific piece 

of legislation. The scoring is calculated by the nonpartisan Joint Committee on Taxation (JCT) and 

is typically assessed on a “static” basis, which does not factor in many of the proposal’s long-term 

economic consequences. Republicans want the JCT instead to score their plan on a “dynamic” basis, 

which would factor in enhanced economic growth and additional tax revenue arising from lower tax rates. 

• Border adjustment. The House blueprint includes a “border 

adjustment” provision intended to promote U.S. competitiveness 

abroad. Many U.S. retailers import products manufactured in 

foreign countries for sale at home. Under the proposal, retailers 

would no longer be permitted to deduct amounts paid to overseas 

suppliers and would be, in turn, taxed on the full retail sales price. 

While such an adjustment could be a boon to U.S. exporters, it 

could trigger increased taxes for importers. 

• Repatriation holiday. Under current law, income earned by a foreign 

subsidiary of a domestic corporation is not taxed in the U.S. as long 

as earnings remain offshore. If the subsidiary wants to reintroduce 

those earnings to its U.S. parent company, the U.S. will impose a 

35% corporate tax. A so-called “repatriation holiday” would permit 

offshore subsidiaries to bring offshore earnings home at a reduced 

tax rate, possibly in the 5%-10% range. 

How does health care 
tie into tax reform?

Passing health care legislation 

may be a necessary first step 

to comprehensive tax reform. 

Here’s why. Repealing the 

Affordable Care Act (ACA) 

would eliminate the 3.8% 

surtax on investment income 

earned by affluent families. 

Repealing that tax before 

the tax reform debate would 

lower the existing revenue 

baseline that tax reform 

would match.

Source: Friedman, Andrew H. and Bush, Jeffrey B (May 2017). “A new administration in Washington: What tax changes are in store this year?”

Finding an economic and political balance 
Fiscal Tradeoffs
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Tax reform could affect charitable giving habits
Philanthropic Impact

Although the goal of tax reform is to simplify compliance rules 
and reduce costs for individual taxpayers and corporations, it may 
inadvertently impact charitable giving behaviors as well. While 
details of the current tax reform blueprint are still open for revision, 
any legislative changes may have an impact on gifting incentives.

Lower tax rates. Since a taxpayer’s charitable deduction rate is 
tied to their individual rate, a cut from 39.6% to 35% would have 
a direct impact. On a $1,000 gift, for example, a donor in the top 
35% bracket would receive a tax savings of roughly $350 versus 
the current $400. 

Capital gain property. Under current law, donors who contribute 
long-term capital gain property – appreciated securities, real estate 
and other assets held for more than one year – may enjoy as much as 
23.8% in tax savings per gift. Under multiple proposals, the long-
term cap gains rate would be reduced to 20% by removing the 3.8% 
Medicare surtax. Such a cut would result in smaller tax savings for 
certain donations made in-kind. 

Limit on itemized deductions. While a $100,000 cap ($200,000 for 
joint filers) would affect less than 1% of itemizers – about 329,000 – 
such a change may reduce incentives for larger gifts among high-
income earners. (The House plan presents no such cap.)

Higher standard deductions. Of 143 million U.S. tax filers, about 
one-third – or 48 million – currently itemize. According to the Tax 
Policy Center, the number of itemizers could drop by more than 
half to 22 million because taxpayers will have less incentive to 
make charitable contributions. 

Repeal of estate tax. The estate tax encourages charitable 
giving by allowing a deduction for gifts made by bequest, which 
reduces the taxable value of a donor’s estate upon their passing. 
Eliminating the estate tax would remove an incentive for the 
wealthiest of donors to make legacy gifts. 

Preparing for the uncertainties ahead

The Tax Policy Center estimates that the House plan in its current 
form could reduce charitable giving overall by 4.5%-9.0%, or 
$13.5 billion-$26.1 billion in 2017. Proponents counter that a 
lower tax burden may decrease charitable incentives in the short-
term, but increase contributions in the years ahead. 

Keep in mind that everyone’s financial circumstances are different 
and no one can predict the future with certainty. Work with your 
investment professional to monitor policy changes that may 
influence your situation. 

A DAF may help you manage your account on your own terms

Proper planning may help donors control the timing of 
contributions, distributions and deductions. A donor advised 
fund (DAF) may offer owners a convenient structure for funding a 
charitable program while maintaining the freedom to recommend 
grants to favorite charities at their own pace. If, too, you front-
loaded your DAF last year, the availability of carry-forwards could 
allow you to take advantage of excess contributions to be used as 
future deductions when the time is right.

Eaton Vance is not providing legal or tax advice as to the matters discussed herein. The discussion herein is general in nature and is provided for informational 
purposes only. The information contained herein is current only through May 2017 and is subject to change at any time based upon market or other conditions.  
Eaton Vance disclaims any responsibility to update such information. There is no guarantee as to its accuracy or completeness. It is not intended as legal or tax 
advice and individuals may not rely upon it (including for purposes of avoiding tax penalties imposed by the IRS or state and local tax authorities). Tax benefits 
and any limitations will of course depend upon your individual circumstances, Individuals should consult their own legal and tax counsel as to matters discussed 
herein and before entering into any estate planning, trust, investment, retirement, or insurance arrangement. Furthermore, tax law is subject to change.
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