
 
 

July 17, 2017  

 

The Honorable Orrin Hatch     

Chairman, Senate Finance Committee   

219 Dirksen Senate Office Building    

Washington, DC 20510      

 

Dear Chairman Hatch, 

 

On behalf of the Alliance for Charitable Reform (ACR), we strongly urge the Senate to protect 

philanthropic freedom and expand charitable giving in the United States in tax reform. We are hopeful 

that the Senate Finance Committee will consider policies that will lead to more giving while carefully 

guarding against policies that could unintentionally diminish giving. Toward that end, we ask that you 

consider the following proposals for tax reform:  

 

1. Expand The Charitable Deduction to All Taxpayers  

 

We strongly believe the charitable deduction is unique and should be considered separately from all 

other tax deductions and credits. It is the only tax provision that encourages individuals to give away a 

portion of their income for the benefit of others – a portion that the charitable deduction rightfully 

removes from donors’ tax bases.  

 

i. Unintended Consequences of Tax Reform Proposals  

 

Despite the success of the charitable deduction, its future is precarious because of certain tax 

reform proposals that double the Standard Deduction for individual taxpayers, which in turn 

dramatically reduces the number of itemizers – from 33.3% to 5%, according to the Ways and 

Means Blueprint.  Put another way, 30 million taxpayers would lose their charitable deductions.  

We do not oppose this increase in the Standard Deduction, but do oppose its impact on those 30 

million people and the charities and beneficiaries they support.   

 

So how much are we talking about?  Based on IRS data and analysis by Richard Colinvaux, the 

30 million people who will no longer itemize give about $95 billion annually to charities, 

approaching half of the $217 billion that all itemizers gave in 2015, according to Giving USA. 

That’s $95 billion in giving no longer incentivized by the tax code. 

 

 

ii. Expand the Charitable Giving Incentive for All Taxpayers  

 

Our solution – one that Chairman Brady recently said tax writers are giving “very serious 

thought” to – is to make the charitable deduction available to all taxpayers.   
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According to The Indiana University Lilly Family School of Philanthropy, current tax reform 

proposals could decrease charitable giving by as much as $13 billion a year.  But a universal 

charitable deduction would not only offset this $13 billion potential loss but provide a net 

increase in giving of $4.8 billion per year. Moreover, a universal charitable deduction 

democratizes giving, allowing donors of all income levels to receive a charitable deduction for 

their giving.    

 

Expanding the charitable deduction also advances two of your priorities. First, it would allow all 

taxpayers, including the middle class, to deduct from income their annual charitable 

contributions, thereby reducing their tax burden. Second, it incentivizes all American taxpayers 

to invest in their communities through their individual contributions to charities. This universal 

charitable deduction would be truly transformative.   

 

iii. The Charitable Deduction is a Success 

 

Charitable giving allows Americans to create, fund, and operate the institutions that are the fabric 

of our civil society. It supports nearly every facet of life in our communities: education, research, 

health services, housing and shelter, job training, arts, culture, religion, environmental protection, 

historic preservation, civil rights, civic engagement and more. 

 

We know you are familiar with the impressive statistics. Last month, Giving USA released its 

latest report. American individuals, estates, foundations and corporations contributed an 

estimated $390.05 billion to U.S. charities in 2016. Important for the purposes of our proposal to 

expand the charitable giving incentive, individuals accounted for $281.86 billion of those 

contributions, representing nearly 75% of overall charitable giving. This is a resounding 

demonstration that Americans have a tremendous spirit and capacity for giving.    

 

Charitable giving reflects the priorities and passions of the donors. Giving USA found that 

giving to all nine major categories of recipient organizations grew, making 2016 just the sixth 

time in the past 40 years that this has occurred. The nine categories are religion; education; 

human services; giving to foundations; health; public-society benefit; arts, culture and 

humanities; international affairs; and environment and animals. 

 

The charitable deduction is unique from other itemized deductions in that it encourages 

individuals to give away a portion of their income to those in need. It rewards a selfless act, and 

it encourages taxpayers to give more funds to charities than they would otherwise give. A 

calculation of the deduction suggests that those in need receive $2.50 of benefit for every $1 of 

tax benefit going to the donor. No other tax provision generates that kind of positive public 

impact.  

 

Finally, the vast majority of Americans support expanding the charitable deduction. A 2016 

national survey of voters commissioned by Independent Sector found – across all voter 

affiliations: 

 

 75% of voters support expanding the charitable deduction.  
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 88% believe Congress should make it easier to deduct charitable contributions from 

taxes. 

 79% believe that all taxpayers should be able to take advantage of the charitable 

deduction. 

 

2. Streamline the Private Foundation Excise Tax to a Flat One Percent  

 

The current structure of the private foundation (PF) excise tax unintentionally penalizes foundations that 

want to make a one-time extraordinary gift to a charity -- for disaster relief, for example.  The House of 

Representatives twice passed a provision -- in the 113th and 114th congresses -- to fix this problem.   

 

Current law requires foundations to pay an annual excise tax equal to two percent of their net investment 

income. However, the tax is reduced to one percent in any year in which a foundation’s distributions 

exceed the average payout rate of the foundation, calculated over the preceding five years.  

 

This two-tiered tax provision is simply a disincentive for foundations to increase the overall size of 

grants in any one year – due to disasters, recessions or compelling projects – because the higher level of 

giving binds the foundation to higher levels of giving in the future, which may not be prudent.    

 

Foundations ought not be penalized for stepping in and doing the right thing. Yet that is exactly what 

current law does.  So in the context of comprehensive tax reform, we ask that you consider streamlining 

the structure of this tax to a flat 1% tax.    

 

3. Expand the IRA Charitable Rollover to Include Distributions to Donor-Advised Funds  

 

Donor-advised funds are the fastest growing method of charitable giving in the United States. According 

to National Philanthropic Trust’s 2016 Donor-Advised Fund Report, the total assets in donor-advised 

funds in 2015 was nearly $80 billion. DAFs pay out on average more than 20 percent of their account 

balances ever year.   To expand giving, we urge you to consider permitting funds in IRA’s to be 

unlocked for charity. 

 

Under current law, taxpayers age 70 ½ or older are allowed to transfer tax-free up to $100,000 annually 

from their IRAs directly to a charity, but not a DAF. In 2014, there were more than 26 million IRAs 

owned by more than 21 million individuals, with assets totaling $2.69 trillion, according to the 

Employee Benefit Research Institute (EBRI). Allowing tax-free transfers to DAFS will facilitate giving 

to charities both large and small, national and local.  

 

In the spirit of expanding giving, we urge you to include the expansion of the IRA charitable rollover to 

include distributions to DAFs.  

 

About ACR 

 

As background, ACR was founded in 2005 as a project of The Philanthropy Roundtable, which 

represents over 600 private donors and foundations across the United States.  ACR educates legislators 

and policymakers about the central role of private giving in American life and the importance of 

protecting philanthropic freedom – the ability of individuals and private organizations to determine how 
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and where to direct their charitable assets.  Active in Washington, D.C. and throughout the states, ACR 

seeks to enhance charitable giving and prevent policies that would diminish private giving, limit the 

diversity of charitable causes Americans support, or place undue government regulations on 

philanthropic organizations. 

 

Facts about Charitable Giving in America  

 

In 2016, charitable giving from individuals, corporations, foundations and bequests totaled over $390 

billion. Individuals gave over two-thirds (72%) of that amount – over $281 billion – while private 

foundations accounted for over $59 billion. The 2016 total represents a 2.7 percent increase over the 

previous year – a trend that benefits all Americans and continues to make our country the most 

generous.  

 

Conclusion  

 

Every day our charities, and the generous individuals, foundations, and corporations who support them, 

are offering creative solutions to meet the diverse needs of our communities. We count you as the most 

ardent advocates of the charitable sector in the United States Senate and thank you for your enduring 

support and consideration.   

 

Thank you for the opportunity to submit input and we welcome any questions you and your staff may 

have.  

 

Sincerely,  

 

Sandra Swirski 

Executive Director 

The Alliance for Charitable Reform  
 


