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Written by Ali Nasser and Geordie Hrdlicka

Do you write checks each year to any charities? If so, you might be losing money to the IRS. Many individuals 
donate to their favorite charities each year and take a tax deduction for the amount donated. Sounds like a good 
deal, right? You donate to a cause that is important to you and the IRS allows you to take a deduction on the gift. 
However, in some cases this is an inefficient way to donate. If you own assets such as stocks, bonds, mutual funds 
or real estate that have appreciated in value, you may have an opportunity to save even more on taxes, providing 
increased donations with no additional cost. Here’s how…

Scenario One: 

Say you own $50,000 of Apple stock that has doubled in value since your purchase date. $25,000 is your principal 
and $25,000 is your profit. Additionally, let’s assume you want to donate $50,000 to charity. You could sell your 
Apple stock resulting in a tax of $5,950 (20% maximum long term capital gains tax + an additional 3.8% net 
investment income tax*). Then make a $50,000 tax deductible donation to charity. The end result:  $50,000 tax 
deduction and $5,950 in taxes due. 

Scenario Two: 

Instead of selling your Apple stock, you can gift the stock to your preferred charity or to a charitable account that 
you direct. Once transferred, the shares can be sold by the charity with no taxes due. Furthermore, you receive a full 
deduction for the $50,000 gift. The end result: $50,000 tax deduction with no income taxes due. A total tax savings 
of $5,950 vs. Scenario One. 

Many individuals miss out on these valuable tax savings each year, and in some cases are gifting millions to charity 
and not maximizing their income tax planning opportunities. You can establish a charitable account that gives you 
the option of donating today (cash or securities) with an income tax deduction, but choose where to send the money 
at a later date. You can even decide how the money is invested in the meantime. Furthermore, these accounts can 
be established with no upfront administrative cost. It’s almost like having a private foundation without the increased 
expenses. With the new tax law as well as the phase out of itemized deductions, it is very important to meet with an 
expert advisor to review the various options available to you and how they impact your overall financial strategy.
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