
The CARES Act brought some changes to encourage charitable giving, but some of the tax rule changes 
apply only to the 2020 tax year. Whether this is a good time to consider a different giving strategy depends 
largely on your financial situation. Is your income stable? Do you have several months of emergency cash on 
hand to support your own expenses? Do you have family members who may need help?  

Charity begins at home—and in uncertain times, it’s okay to take a more cautious approach with your 
charitable contributions and where you direct available funds. Here are some points to consider as you 
ponder this question.  

CASH MAY BE KING IF YOUR CHARITY IS AS BIG AS YOUR ADJUSTED GROSS INCOME (AGI).  
Previously, cash contributions to a public charity (if you itemized deductions) were capped at 60% of your AGI. In 
2020, the CARES Act allows you to deduct up to 100% of your AGI. For example, if your AGI in 2020 is $500,000 
and you make cash qualified charitable contributions in the same amount, you won’t owe any taxes for the 2020 tax 
year. If your contributions exceed your AGI, the excess can be carried over for the next five years and will be subject 
to percentage limitations in the carryover years. 

TAKE STOCK OF YOUR STOCKS.  
Giving away low basis stock for charitable contributions is usually a win-win scenario for the donor and the charity. The 
charity can sell the stock tax free to raise cash; the donor gets a tax deduction up to 30% of AGI and avoids the capital gains 
tax on the stock. In today’s market, with many stocks having absorbed market declines, the stocks you wish to pursue this 
strategy with should be evaluated carefully. Alternatively, if you have stock in a loss position, you might consider selling the 
stock first, recognizing the loss yourself for your own tax benefit, and then giving the cash to the charity.   

NON-ITEMIZERS GET A BREAK.  
If you don’t itemize and take the standard deduction, you get a $300 ($600 for married) charitable deduction to AGI for 
qualified charitable contributions (i.e., public charities other than supporting organizations or donor advised funds).   

WHAT ABOUT DONOR ADVISED FUNDS AND SUPPORTING ORGANIZATIONS?  
They have generally been excluded as places for additional cash contributions. The previous rules of 60% of AGI for 
cash and 30% of long-term gain on publicly traded stock still apply. 

QUALIFIED CHARITABLE DISTRIBUTIONS (QCDS) ARE LIMITED THIS YEAR.  
If you’re age 70-1/2 or older, QCDs allow you to transfer up to $100,000 each year directly to charity from an IRA or 
inherited IRA. This distribution counts toward your annual required minimum distribution (RMD) and allows for 
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the amount to be excluded from taxable income. Since RMDs are suspended for 2020, the tax reasons for using the 
strategy are limited this year. You might utilize this strategy if you only have IRA assets to give or your other types 
of funds are relatively small compared to your IRA. 

KEEP THIS IN MIND… 
Just a reminder in this election year: Political donations are not tax deductible. This applies to both sides of the aisle.  

Should you change your strategy? Perhaps. A detailed conversation—particularly for large gifts—with your 
advisors is a must to make sure you’re forging the best path.

Consult your tax advisor 

The opinions and other information in the commentary are provided as of May 7, 2020. This summary is intended to provide general information only, and may be of 
value to the reader and audience.  

This material is not a recommendation of any particular investment strategy, is not based on any particular financial situation or need, and is not intended to replace the 
advice of a qualified attorney, tax advisor or investment professional. While Commerce may provide information or express  opinions from time to time, such 
information or opinions are subject to change, are not offered as professional tax or legal advice, and may not be relied on as such.  

Data contained herein from third-party providers is obtained from what are considered reliable sources. However, its accuracy, completeness or reliability cannot be 
guaranteed, and is subject to change.
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