Charitable giving strategies
Evaluating your charitable giving strategies to maximize your tax benefits is more important than ever with the continuous tax
law changes. The following information discusses various charitable giving strategies and tax rules to review with your tax advisor.

Gift of Cash

This is a simple way to gift and the most common. Generally, taxpayers must itemize their deductions in
order to benefit from a cash contribution. However, a special rule applies for 2020 and 2021 that allows
taxpayers to claim $300 (increased to $600 for joint filers in 2021) in addition to their standard deduction
for gifts to qualifying charities. Also for 2020 and 2021 only, charitable contributions of cash given
directly to a qualified charity have the potential to offset up to 100% of your adjusted gross income (AGI)
(60% of AGI for cash gifts to a donor advised fund, 30% for cash gifts to a private foundation). See page 2
for rules that may limit your deduction.

Gift of Appreciated
Securities held longer
than a year

Taxpayers are allowed a charitable deduction generally equal to the fair market value of the security and
avoid paying capital gains tax on the unrealized gain. Thus, they are potentially giving more to the charity
than if they had liquidated the asset and donated the cash net of taxes. Taxpayers must itemize in order
to claim a charitable deduction. See page 2 for rules that may limit your deduction.

Qualified Charitable
Distribution (QCD)

For taxpayers age 70½ or older, a QCD allows you to gift directly from your IRA up to $100,000 per
year to qualifying charities. QCDs are tax-free distributions and count toward satisfying your required
minimum distribution (RMD). No deduction is allowed since the distribution is not taxable. This strategy is
beneficial if the taxpayer will not itemize their deductions in the current year. It could also help taxpayers
control their adjusted gross income (AGI) which is used to determine many tax-related limitations.
Note: The amount of the QCD you are able to exclude from your income is reduced by any deductible IRA
contributions you make in the year you reach age 70½ or after.

Charitable Bequests
at Death — IRAs,
Annuities, Life
Insurance, and
Retirement Plans

By naming a charity as the beneficiary of your IRA, annuity, life insurance policy, or employer retirement
plan, assets avoid both income tax and estate taxation upon passing to charity at death. However,
taxpayers do not benefit from a deduction during their lifetime and the assets will not be available to
their heirs.
If your itemized deductions are less than the standard deduction, your charitable contributions are not
deductible (other than the limited amount for cash gifts listed above). Evaluate the impact of bunching
a couple years’ worth of charitable contributions into the current year. This may increase your itemized
deductions above the standard deduction threshold so you can receive a tax benefit for those gifts.

“Bunching”
of Charitable
Contributions

A Donor Advised Fund (DAF) is a charitable giving vehicle which can assist with “bunching” of charitable
contributions into a given year. The contribution to a DAF is an irrevocable gift allowing the taxpayer to
take a tax deduction in the current year, but provides flexibility in dispersing the funds to specific charities
over future years. Establishing a DAF is also beneficial in a year where your taxable income may be
unusually high. DAFs accept long-term appreciated securities, as well as cash.
Note: DAFs are not considered qualifying charities under the QCD rules, or for the additional standard
deduction or expanded AGI limit for cash contributions in 2020 and 2021.

Investment and Insurance Products are:
• Not Insured by the FDIC or Any Federal Government Agency
• Not a Deposit or Other Obligation of, or Guaranteed by, the Bank or Any Bank Affiliate
• Subject to Investment Risks, Including Possible Loss of the Principal Amount Invested
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IRS resources: Find the type
of organization by using the
Tax Exempt Organization
Search tool at irs.gov.
IRS Publication 526 also has
helpful information about
claiming a deduction and the
required record keeping.

The use of a donor advised fund is mentioned above as a vehicle for facilitating
charitable goals. Other vehicles you may wish to explore include charitable trusts,
foundations, pooled income funds, and gift annuities. For more information on
when one of these vehicles might be a good fit for your situation, ask for a copy of
our report, “Charitable Giving Techniques”.

Considerations for choosing stock versus cash gifts
When deciding to make a direct gift of stock or cash, remember that your
deduction may be limited by your income as shown in the following chart. The
limitation is based on the type of organization and the type of gift. If your
deduction is limited by your income, excess deductions may be carried forward
for up to five additional years. If you are looking to maximize your contributions,
your tax advisor can assist with determining whether these limitations will apply
and how best to fully utilize your deduction, if limited.
Public Charity: An organization supported by contributions from many different
donors and usually has an active fundraising program. Churches, universities,
not-for-profit hospitals, and medical research organizations are a few examples.
Private Foundation: An organization which often receives most of its support
from a single donor, family, or corporation. It often focuses on making grants to
other charities rather than operating their own charitable programs.

Type of Gift

Public Charity Limit

Private Foundation
Limit

Cash or Check

Up to 100%1 of AGI,
60% after 2021

30% of AGI

30% of AGI

20% of AGI

Stock (held more than 12 months)
1

The 100% limit is available for 2020 and 2021 only. A lower 60% limit applies for cash gifts to donor advised funds.

Example of potential savings realized: Let’s assume a $10,000 charitable gift
by an individual who itemizes deductions and whose marginal tax bracket is
37%. Also, their long-term stock has a cost basis of $2,000 and a fair market
value of $10,000 on the date of transfer.

Income Tax Savings†

Capital Gain Tax
Savings

Medicare Tax on
Investment Income
Savings†

$10,000 Cash

$10,000 x 37%
= $3,700

n/a

n/a

$10,000 Stock

$10,000 x 37%
= $3,700

$8,000 x 20%
= $1,600

8,000 x 3.8%
= $304

Gift

†
The amount of income tax saved may be subject to rules that limit charitable deductions as a percentage of AGI. Medicare
surtaxes apply to certain higher income taxpayers.
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Additional considerations
To qualify for charitable deductions, donors must be able to substantiate all gifts.
Record keeping requirements vary depending on the type of property donated
and the value of the gift. It is the responsibility of the donor to get and maintain
all required information.
Evaluate the various strategies and vehicles available to facilitate your charitable
gifts with your tax advisor. If it appears you’ll be in one of the higher income tax
brackets, review some additional strategies presented in our report, “Tax
Strategies for Higher-Income Taxpayers.”

Talk to Wells Fargo Advisors
We welcome the opportunity to work with you to help you achieve your
financial goals. Let us know if there are any other topics or services of interest
to you.

Wells Fargo Advisors is not a tax or legal advisor. While this information is not intended to replace your discussions with your tax advisor, it may help you to
comprehend the tax implications of your investments and plan efficiently going forward.
Wells Fargo Advisors is a trade name used by Wells Fargo Clearing Services, LLC and Wells Fargo Advisors Financial Network, LLC, Members SIPC, separate registered broker-dealers and nonbank
affiliates of Wells Fargo & Company.
© 2021 Wells Fargo Clearing Services, LLC. All rights reserved. CAR-0221-01157 IHA-6916366
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