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Gifts of stock: A tax-efficient method of planned giving

Philanthropic Services offered by Wells Fargo Bank, N.A.

When faced with the choice of making a
charitable gift with highly appreciated
publicly traded stock with long-term capital
gains or the cash from the sale of the stock,
you may want to consider making a gift of
stock.

Information in this document comes from
various sections of the Internal Revenue
Code, primarily IRC § 170(e)(1)(A), IRC §
170(e)(1)(B)(ii).

Introduction

Highly appreciated long-term capital gain publicly traded securities
can make great “planned gifts” to private foundations, public
charities, donor advised funds, and life income plans, such as
charitable remainder trusts. Long- term capital gain publicly traded
securities—and cash—are the only assets that entitle the donor to
a charitable contribution deduction based on fair market value
when donated to a private non-operating foundation.

“Planned giving” is usually defined as charitable gifts that require
planning before they are made. Planning involves more than
choosing an amount an individual wishes to give or a cause an
individual wishes to support. The selection of what to give and to
whom (public charity or private foundation) are equally important
since both drive many of the tax benefits the donor receives.
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Tax considerations for charitable gifts
Capital gains

Cash gift. Federal and state income taxes are one of the
consequences of selling highly appreciated stock. At the
federal level, long-term capital gains are taxed at a
maximum rate of 20%, plus a 3.8% net investment
income surtax. On the state level, the rate at which
capital gains are taxed varies, but may equal the highest
tax rate for the individual’s filing status. Combined, taxes
at both the federal and state levels on capital gains can
easily exceed 30% of the net capital gain in many cases.

Stock gift. Federal capital gains tax rate: 0%, State
income tax rate: 0%.

State income taxes

Of the 50 states, nine (Alaska, Florida, Nevada, New
Hampshire, South Dakota, Tennessee, Texas,
Washington, and Wyoming) do not impose an income
tax (as of 11/5/2025). New Hampshire imposes a tax on
dividends and interest income. Several states assess a
personal income tax without offering donors a
deduction or credit for their charitable contributions.

Cash gift. A sale of stock by an individual residing in a
state that does not allow a deduction or credit for
charitable contributions adds another layer of cost for a
gift of the sales proceeds. Of the states that allow a
charitable contribution deduction or a charitable
contribution credit, there may still be an additional cost.
Some states allow donors to deduct the federal
charitable contribution deduction amount while other
states limit the deduction to their own charitable
contribution deduction amount, which may result in a
smaller reduction in the donor’s taxes.

Stock gift. A gift of the stock helps avoid these
additional state income tax costs.

Alternative minimum tax

Cash gift. A large capital gain is one of the items that
can trigger or increase alternative minimum tax (AMT).
If AMT applies, a sale of the stock may increase a donor’s
tax liability. One of the primary reasons for the spike in
AMT in a year of a large capital gain is the AMT
exemption. As income exceeds certain levels, the AMT
exemption is phased out. Capital gain is income and, as
such, can reduce or eliminate an individual's AMT
exemption. As the AMT exemption decreases, the
donor’s exposure to AMT increases. Individuals who are
snared by AMT because of a large capital gain usually will
not benefit in subsequent years from the minimum tax
credit because the credit, which can be used to reduce
taxes in those subsequent years, is based on AMT that is
attributable to items other than large capital gains.

Stock gift. While the above may apply as a result of the
sale of the stock, a gift of the stock avoids AMT at both
the federal and state level.

Charitable contribution deduction

Cash gift. A gift of the sales proceeds yields a lower
charitable contribution deduction amount as compared
to a gift of the stock because of the various taxes and
costs (contribution of net amount).

Stock gift. A gift of highly appreciated long-term capital
gain publicly traded stock yields a charitable
contribution deduction amount based on the fair market
value of the stock on the date of the gift, which provides
greater tax benefits.

Discover more

To learn more about how Wells Fargo Bank’s Philanthropic Services can help you achieve your philanthropic goals,

please contact your advisor.

Wells Fargo & Company and its affiliates do not provide tax or legal advice. This communication cannot be relied upon to avoid tax penalties. Please consult your tax and
legal advisors to determine how this information may apply to your own situation. Whether any planned tax result is realized by you depends on the specific facts of your

own situation at the time your tax return is filed.

Wells Fargo Bank, N.A. (“the Bank”) offers various banking, advisory, fiduciary and custody products and services, including discretionary portfolio management. Wells
Fargo affiliates, including Financial Advisors of Wells Fargo Advisors, may be paid an ongoing or one-time referral fee in relation to clients referred to the Bank. In these
instances, the Bank is responsible for the day-to-day management of any referred accounts.

Wells Fargo Wealth & Investment Management offers financial products and services through affiliates of Wells Fargo & Company. Bank products and services are available

through Wells Fargo Bank, N.A.

Trust Services are available through Wells Fargo Bank, N.A. and Wells Fargo Delaware Trust Company, N.A.
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