
LET US HELP YOU PLAN.

Penn State’s Office of Gift 

Planning will confidentially 

answer your questions 

about giving and work 

closely with your legal, 

tax, and other advisers to 

come up with an integrated 

plan that meets each of 

your personal goals. Please 

contact us anytime or  

visit our interactive gift 

planning website at 

giftplanning.psu.edu. 

On December 27, 2020, the Consolidated Appropriations Act, 2021 (the Act) was signed into law. 
The Act enhances and expands certain provisions of the Coronavirus Aid, Relief, and Economic 
Security Act (CARES Act) enacted in March 2020—including two charitable giving provisions.

Changes in Charitable Deductions for Donors Who Itemize
The Act extends the provision that raises the limit on deductibility of charitable cash contribu-
tions to public charities through 2021. Donors who itemize on their tax returns can deduct cash 
contributions made in 2020 and 2021 up to 100 percent of their adjusted gross income (AGI). 
Prior to 2020, donors’ charitable deduction for cash gifts was limited to, at most, 60 percent of 
their AGI. This rule change may create an opportunity for donors to sell depreciated stock and 
gift the cash proceeds.

The increased deduction limit is for cash contributions only (including gifts made with checks 
and credit cards)—and the rule change does not apply to gifts made to donor advised funds or to 
private foundations. 

Changes in Charitable Deductions for Donors Who Do Not Itemize 
The CARES Act contained a provision that allows taxpayers who take the standard deduction 
on their tax return, rather than itemize, to claim a charitable deduction up to $300 in the 2020 
tax year. This “above-the-line” adjustment reduces the taxpayer’s AGI and thereby reduces 
taxable income, creating a unique opportunity for donors who do not itemize—which repre-
sents over 90 percent of tax filers—to take advantage of charitable giving incentives. The Act 
extends this benefit through 2021 and expands the available deductions from $300 per return 
to $300 per single filer or $600 for those married and jointly filing. Taxpayers who claim this 
benefit in 2020 are limited to deducting a maximum amount of $300, and this adjustment is 
only available for cash gifts to public charities. 

Changes in Charitable Deductions for Corporations
The Act extends the raised corporate contribution deduction limitation for cash gifts from 10 
percent to 25 percent of AGI for tax year 2021. The Act also extends, for the tax year 2021, the 
annual deduction limitation on contributions of corporate food inventory that increased from 
15 percent to 25 percent of AGI for the 2020 tax year under the CARES Act.
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Extension in Tax Filing Deadlines
The federal income tax filing date for 2020 returns has been 
extended to May 17, 2021. Estimated tax payments are still 
due on April 15, 2021. Some states are also extending filing 
deadlines.

Changes in Required Minimum Distribu-
tions for 2020, not 2021
Under the CARES Act, for 2020, required minimum distribu-
tions (RMDs) were waived for defined contribution plans, 
such as owner and beneficiary/inherited Individual Retire-
ment Accounts (IRAs), 401(k), 403(b), and 457(b) plans. 
This waiver has not been extended in 2021. Account holders 
are required to take their RMDs in 2021. Donors can make 
distributions from their IRA directly to a qualified charity—
known as Qualified Charitable Distributions (QCDs) or IRA 
rollovers—and many of the tax benefits for doing so remain in 
effect including reduced income and estate taxes. While do-
nors must take RMDs starting at age 72, gifts through a QCD 
can start at age 70½. 

Other Tax Strategies to Consider when 
Giving in 2021 
Many donors are choosing to take advantage of the provision 
to deduct up to 100 percent of AGI by funding a charitable 
gift annuity with cash. Making a gift through this vehicle also 
provides you with fixed income for life. A donor who creates a 
charitable gift annuity with a public charity will be permitted 
to claim the above-the line deduction as well. These enhance-
ments expire after 2021.

Additionally, donors have chosen to bunch gifts—and a tax 
deduction—with a Penn State Giving Fund (donor advised 
fund). If you put multiple years’ worth of donations into a 
donor advised fund such as the Penn State Giving Fund, the 
tax deduction for the entire amount can be large enough to 
make it more tax beneficial to itemize in that year than to take 
the standard deduction.
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One of the most popular avenues for donors to give to the 
University is making a gift through their estate. One tax-smart 
strategy is to leave part of an IRA, 401(k), or 403(b) account 
to Penn State instead. It’s easy to change account beneficia-
ries by contacting the financial institution. Why is this smart? 
Because heirs pay income taxes on money they inherit from 
an IRA. Starting in 2020, heirs (except spouses) must take 
out all funds (and pay taxes) within ten years of inheriting. 
But any part left to a nonprofit avoids these taxes. So, if you’re 
leaving anything to the University, choose to make Penn State 
a beneficiary of your IRA first.

2025 Tax Changes
In 2017, Congress passed the Tax Cuts and Jobs Act (TCJA), 
which contained many provisions that affect individual 
taxpayers—including doubling the estate and gift tax exemp-
tion for estates of decedents dying and gifts made between 
December 31, 2017 and January 1, 2026. The basic exclusion 
amount increased from $5 million to $10 million and is 
indexed for inflation. In 2021, the estate-tax exemption rose  
to $11.7 million for an individual. 

While many have been focused on the outcome of the most  
recent election and its potential effect on exclusion amounts, 
it is important to remember that—unless a future Congress 
acts to extend or modify its provisions—the individual estate 
and gift tax provisions will sunset in 2025. This means that 
the law will revert to the 2017 exclusion amount of $5.49 
million per individual, with a cumulative inflation adjustment 
for 2018 through 2025. The flat tax rate on lifetime gifts and 
estate values more than that amount would remain at 
40 percent.


