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Lending Law Update

Public Law 119-21, better known 
as the One, Big, Beautiful Bill Act 
(“OBBBA”) is now in full effect.  

While OBBBA enacts sweeping tax 
legislation affecting many areas of tax 
law, this article focuses on changes 
affecting the charitable deduction.

A new above-the-line deduction allows 
individual non-itemizers to claim up to 
a $1,000 charitable deduction ($2,000 
for taxpayers filing jointly) for cash 
contributions to qualified charities 
during the taxable year, in addition to 
the standard deduction.  Contributions 
to 509(a)(3) supporting organizations 
and donor advised funds, however, are 
explicitly excluded. 

For itemizers, OBBBA permanently 
sets the ceiling on deductions for cash 
charitable contributions at the excess of 
(a) 60% of the taxpayer’s “contribution 
base” over (b) the aggregate amount of 
contributions taken into account under 
§ 170(b)(1)(A) of the Internal Revenue 
Code for the year.  The “contribution 
base” is equivalent to the taxpayer’s 
adjusted gross income without regard 
to any net operating loss carryback.  

Individual itemizers may deduct 
charitable contributions only to the 
extent total contributions exceed a 
floor of 0.5% of their contribution 
base, with statutory ordering rules 
determining which contributions are 
treated as nondeductible for purposes 
of applying the floor.

For itemizers in the 37% rate bracket, 
itemized deductions are reduced by 
2/37ths of the lesser of (a) the amount 
of allowable itemized deductions or (b) 
the amount of the taxpayer’s taxable 

income (determined without regard to 
itemized deductions) to which the 37% 
bracket applies. Thus, high-income 
taxpayers may be subject to a larger 
limitation on itemized deductions than 
lower-income taxpayers.

For corporate taxpayers, in addition to 
extending the pre-existing 10% ceiling 
on corporate charitable deductions, 
such deductions are newly subject to a 
1% floor.  Thus, charitable contributions 
are only deductible to the extent they 
exceed 1% and do not exceed 10% of the 
corporation’s modified taxable income.  

For both individuals and corporations, 
if charitable contributions exceed 
the applicable ceiling, all disallowed 
contributions, including those subject 
to the applicable floor, may be carried 
forward for up to five years on a first in, 
first out basis (reduced to the extent they 
reduce taxable income and increase net 
operating loss carryovers).  However, if 
charitable contributions do not exceed 
the ceiling, none of the contributions 
disallowed by the floor may be carried 
forward.   

Takeaways for maximizing a charitable 
deduction under OBBBA’s framework 
include: 

- Individual non-itemizers should 
track their charitable contributions 
to claim their $1,000 (single)/$2,000 
(joint) charitable deduction.

- Individual itemizers and corporate 
taxpayers may benefit from bunching 
their contributions into a single year 
to reduce the amount disallowed by 
the applicable floor and maximize the 
amount that can be carried forward.  

Changes to the Charitable Deduction Under the OBBBA
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“While 
OBBBA enacts 
sweeping tax 
legislation 
affecting 
many areas 
of tax law, this 
article focuses 
on changes 
affecting the 
charitable 
deduction."

Gina Schoenberg
and
Jennifer Reefe
Young Conaway Stargatt & Taylor, LLP

2026 Delaware Trust Conference

SAVE  THE  DATE

October 27th & 28th
Chase Center on the Riverfront, Wilmington, DE

Where Wealth Managment Leaders Connect, Learn, and Lead

Presented by the Delaware Bankers Association 
and the Delaware Financial Education Alliance

db



Asset Protection

Business Transactions

Entity Formation & Governance

Legal Opinions

Tax, Trusts, & Estates

DISCOVER
EXCELLENCE
in Business Planning & Tax

Y O U N G C O N A W AY. C O M

Craig Grear Vincent Thomas

Leah Burcat Daniel Cole Harrison Conaty Justin Duda James Hughes

Travis Maurer Lauren McCrery Richard Nenno Kenneth Norton John Paschetto Norman Powell

Jennifer Reefe

Emily Cowan

Craig Rushmore Timothy Snyder Amber ZelkoRegina Schoenberg




