
There may be times when philanthropists want to work with a flexible trust that helps them 

satisfy multiple financial objectives. One such gift structure that allows you to take advantage of 

tax deductions, generate lifetime income payouts, and ultimately recommend the distribution of 

remainder assets to the charities of your choice is a pooled income fund (PIF). 

This edition of The Philanthropist focuses on a PIF’s 

“split-interest” makeup, strategies utilizing a PIF, and how 

a donor advised fund (DAF) may be used to help distribute 

remainder assets to charities.

During this special season, The U.S. Charitable Gift Trust® 

wishes to express our gratitude for the generosity you’ve 

shown throughout the year. All the best to you and your 

family, and we look forward to working with you in 2017. 

Dear Donor, 

Winter 2017

In this edition

Page 2 How a PIF works

Page 3 Strategies using a PIF

Page 4 A DAF may provide flexibility for 
paying out remainder assets

Sincerely,

Jeffrey P. Beale
President 
The U.S. Charitable Gift Trust®
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A PIF is a split-interest trust where assets contributed by you and other donors are commingled 

in a trust with both noncharitable and charitable interests. Typically, PIF donors reserve an 

income interest for themselves and a spouse or family member with the remainder interest 

passing to a charity. 

1. Income interest 
Your prorated share of income earned by a PIF is distributed monthly to one or more “income 
beneficiaries” selected by the donor – often the donor along with his or her spouse. Income 
distributions are made to each beneficiary for his or her life.

2. Remainder interest 
Following the death of the last income beneficiary, the PIF’s principal balance attributable to your 
interest is then distributed to your account at The U.S. Charitable Gift Trust for distribution to 
charities recommended by you or, at your request, by members of your family.

Donor

Transfers cash 
or securities.

Income Beneficiary

Typically a PIF donor  
and spouse receive 

monthly income 
distributions for life.

Remainder Beneficiary

After the last income 
beneficiary dies, the 
remaining assets are 
transferred to charity.

Donor receives multiple benefits

• Immediate income tax deduction 
• Avoids capital gains taxes when gifting long-term 

appreciated securities
• Lowers value of his or her estate for federal  

tax purposes
• Avoids the need for probate of securities
• Right to lifetime income stream

How a PIF works
Wealth Management

Pooled Income Fund

Fund oversees the 
management and 

distribution of PIF assets 
according to instructions.
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Strategies using a PIF
Tax Planning

A PIF’s flexible features may appeal to individuals who want to dispose of highly appreciated, low-

yielding properties and who can tolerate investment market volatility. 

Here are three wealth transfer strategies worth considering.

• Stocks involved in M&A activity 
Stock owners who own company shares involved in  
merger and acquisition activities may be liable for capital 
gains taxes upon completion of the deal. Transferring all or a 
portion of those shares to a PIF before a final shareholder vote 
approves the company’s sale may produce a partial deduction 
as well as generate a lifetime source of monthly income from 
the donated stock while avoiding capital gains tax on the 
donated shares.

• Using life insurance to replace transferred wealth  
Typically, PIF donors – often a husband and wife – can name 
themselves as income beneficiaries and receive monthly income 
distributions from the trust for as long as they live. Under the 2016 “gift tax exclusion,” they may then 
transfer up to $14,000 Single/$28,000 Married Couples of that income annually to their children – or 
others – tax-free. In turn, adult children may use those proceeds to fund life insurance policies on their 
parents. Policies should be owned outside of the insured’s estate so that upon their parents’ passing, 
the children will receive death benefits free from estate and income taxes. The use of life insurance may 
result in larger after-tax inheritances than if heirs had simply taken the gifted PIF asset up front.

• When converting a Traditional IRA to a Roth IRA 
When investors convert a Traditional IRA to a Roth IRA, they must pay ordinary income tax on the 
amount converted, which may be as high as 39.6% under current federal law. By gifting all or part of 
that conversion amount to a PIF, donors may use a tax deduction to offset some of the income produced 
by a Traditional IRA-to-Roth IRA transition.

Broader diversification 
Employees who have 
been with a single firm 
for many years may have 
accumulated a high 
concentration of company 
stock in their investment 
portfolio. A PIF may help 
shareholders diversify a 
narrow investment position.

Disclosure: 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. 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, and we encourage you to consult with your personal tax advisor or accountant before making any decisions. Furthermore, 
tax law is subject to change.
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Questions? Contact Us!
We are here to assist you  
Monday through Friday  
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 Renaissance Administration
8910 Purdue Road, Suite 500
Indianapolis, IN 46268

Visit us online at:
www.uscharitablegifttrust.org

The U.S. Charitable Gift Trust® (the “Trust”) is a tax-exempt public charity that receives donations from individuals, corporations and others, and that makes 
grants to numerous charitable organizations throughout the United States, including charities selected by the Trust and those recommended to the Trust by 
Donors and others authorized by the Donor to make grant recommendations. The Trust is located at Two International Place, Boston, MA 02110. Charitable 
contributions accepted by the Trust 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 Trust and its Pooled Income Funds are not guaranteed or insured by any governmental body. The Trust is not available in Puerto 
Rico. A financial statement of the Trust, 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.

Eaton Vance Distributors, Inc. is a paid solicitor which 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 Trust’s Gifting Booklet dated June 30, 2016, as it may be amended.
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A DAF may provide flexibility for paying out 
remainder assets

Portfolio Distributions

Like a PIF, a charitable remainder trust (CRT) is also a split-interest giving vehicle that, upon the end of the 
income interest, the remainder interest may be transferred to a DAF account at The U.S. Charitable Gift Trust 
rather than distributing assets directly to a nonprofit.

Combining a PIF/CRT - DAF strategy gives a donor’s family an element of flexibility and control for recommending grants to 
nonprofits. Once transferred into a DAF, remainder assets may be distributed using a combination of three methods:
• naming “successor advisors” – most likely the donor’s children – who may recommend gifts to specific charities, 
• gifting outright to up to 10 nonprofits, or 
• leaving the remainder interest amount in the DAF as an “endowment” where – based on an annual percentage or dollar 

amount – proceeds can be transferred to charities over time until the account reaches zero.

Key differences. Although there are similarities between PIFs and CRTs, there are important distinctions that should be 
considered carefully before you make your gift.

*CRTs must meet the 10% remainder interest requirement, meaning that the present value of the remainder interest passing to charity must equal at least 10% of 
the net fair market value of the property on the date of contribution (a condition set by the Internal Revenue Code). In contrast, there is no percentage minimum 
on the PIF’s remainder value. However, a PIF income beneficiary’s income interest is limited to the income earned by the PIF.

Pooled Income Fund Charitable Remainder Trust

Establishing an  
account

You can make an immediate gift to an existing  
PIF with no setup costs. PIF handles all tax filings.

Requires legal and startup fees.  
May take months to create.

Minimum  
contributions $20,000  Typically $200,000 or more

Restricted by  
“10% remainder rule”* No Yes

4


