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Charitable giving isn’t just about making a difference in the world—it can also be a
smart way to manage your tax liability. If you're holding stock in a taxable account
that has increased in value, you may wonder how to realize these gains without
getting hit by a tax bill. At Grimes, we get this question a lot. Good news! There are
ways to give generously and keep your tax burden down at the same time. This blog
outlines what you need to be aware of if you find yourself in this situation. If you
would like to learn more about donating from an IRA, please refer to this blog post.

INCOME LIMITATIONS

If you are inclined to make a charitable gift and you also own stock with significant appreciation you should consider
gifting the stock directly to the charity. When donating appreciated stocks to public charities ”, taxpayers can deduct up
to 30% of their Adjusted Gross Income (AGI). If your donation exceeds that 30% threshold each year, don’'t worry! You
can carry the excess forward for up to five years. But here’s the catch, after five years, any unused deduction disappears.

WHAT IS MY ADJUSTED GROSS INCOME?

Your Adjusted Gross Income (AGI) is essentially your gross income (all the money you make from wages, dividends,
interest, rental properties, and more) minus certain deductions. You'll find your AGI on line 11 of your IRS Form 1040—-it’s a
number worth knowing, especially when it comes to tax planning.

WHAT HAPPENS IF I SELL MY STOCK AND DONATE CASH?

Let’s say you purchased a stock position with a $100,000 cost basis years ago, and that stock is now worth $600,000. If
you sell the stock outright, you'll realize long term capital gains of $500,000. For those in the highest tax bracket, that
could mean a $100,000 federal tax bill, not to mention state taxes and an additional 3.8% Net Investment Income Tax
(NIIT) for high earners. While you could still donate the cash from the sale and deduct a portion annually, your AGI would
spike from the capital gain, potentially raising your Medicare premiums, thanks to the Income-Related Monthly
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Adjustment Amount (IRMAA).

WHAT HAPPENS WHEN | DONATE APPRECIATED STOCK TO A SPECIFIC
CHARITY?

When you donate appreciated stock directly to a qualified charity, the charity gets the full value of the stock, and you
avoid capital gains tax allowing you to deduct for the stock’s current market value (subject to the 30% AGlI limit
discussed above). It is important to remember to donate stock that you have held for at least one year to get the most
value out of this strategy. If you donate stock that you purchased less than one year ago, only the cost basis of the stock
will be deductible.

NO CHARITY IN MIND YET? NO PROBLEM, USE A DONOR-ADVISED FUND!

If you haven'’t picked a specific charity to donate to, a Donor-Advised Fund (DAF) might be appropriate. A DAF allows you
to donate appreciated stock and receive the same tax benefits as a direct donation—no capital gains tax and a charitable
deduction for the stock’s full value. Your donation sits in an investment account potentially growing more over time and
you can make grants to different charities whenever you're ready, giving you flexibility to plan your donations while your
assets potentially increase due to market exposure. Just remember that the gift to the DAF is irrevocable, meaning you
cannot move these assets back into your estate once the transaction is completed.

IN CONCLUSION:

For charitably inclined individuals with low basis investments in a taxable account, donating the stocks directly to charity
is a powerful strategy to align philanthropic goals with smart tax planning. Whether you donate directly to a charity or
establish a Donor-Advised Fund, the advisors at Grimes are here to help you navigate the process, making sure your
generosity stretches as far as possible—benefiting both your favorite causes and your financial future.

' To qualify, your donation must go to a public charity-think religious groups, schools, hospitals, or nonprofit volunteer
groups. Private foundations also count if they operate for charitable purposes. However, donations to political
organizations or individuals won’t make the cut with the IRS. Make sure your chosen charity is on the list to get those tax
benefits.

*Grimes & Company would like to thank Lucy McHugh, one of our Summer 2024 interns, for her assistance in researching
and helping to write this blog.

IMPORTANT DISCLOSURES:

Please remember that past performance is no guarantee of future results. Different types of investments involve varying degrees of risk, and there can be no assurance that
the future performance of any specific investment, investment strategy, or product (including the investments and/or investment strategies recommended or undertaken by
Grimes & Company, Inc. [“Grimes”]), or any non-investment related content, made reference to directly or indirectly in this blog will be profitable, equal any corresponding
indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. Due to various factors, including changing market
conditions and/or applicable laws, the content may no longer be reflective of current opinions or positions. Moreover, you should not assume that any discussion or
information contained in this blog serves as the receipt of, or as a substitute for, personalized investment advice from Grimes. To the extent that a reader has any questions
regarding the applicability of any specific issue discussed above to his/her individual situation, he/she is encouraged to consult with the professional advisor of his/her
choosing. No amount of prior experience or success should be construed that a certain level of results or satisfaction will be achieved if Grimes is engaged, or continues to be
engaged, to provide investment advisory services. Grimes is neither a law firm nor a certified public accounting firm and no portion of the blog content should be construed
as legal or accounting advice. A copy of the Grimes’ current written disclosure Brochure discussing our advisory services and fees is available for review upon request or at
https://www.grimesco.com/form-crs-adv/. Please Note: Grimes does not make any representations or warranties as to the accuracy, timeliness, suitability, completeness, or
relevance of any information prepared by any unaffiliated third party, whether linked to Grimes’ web site or blog or incorporated herein, and takes no responsibility for any
such content. All such information is provided solely for convenience purposes only and all users thereof should be guided accordingly. Please Remember: If you are a
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Grimes client, please contact Grimes, in writing, if there are any changes in your personal/financial situation or investment objectives for the purpose of
reviewing/evaluating/revising our previous recommendations and/or services, or if you would like to impose, add, or to modify any reasonable restrictions to our investment
advisory services. Unless, and until, you notify us, in writing, to the contrary, we shall continue to provide services as we do currently. Please Also Remember to advise us if

you have not been receiving account statements (at least quarterly) from the account custodian.

© 2026 Grimes & Company Wealth Management, LLC (d/b/a Grimes & Company) | One Technology Drive, Suite 100, Westborough, MA 01581


https://www.grimesco.com
https://www.grimesco.com

