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Tax Tips for Charitable Donations

Charitable giving is a great way to support the causes you care about while also getting a tax break. In
2020, Congress passed the Coronavirus Aid Relief and Economic Security (CARES) Act, which
incentivized charitable giving by offering new rules for charitable deductions. As we move into the new
year, now is the time to make sure you’re making your 2020 deductions properly and planning for your
2021 charitable giving. Here’s a look at what you need to know.

2020 Tax Moves

The CARES Act temporarily changed some of the rules around tax deductions for charitable giving in
2020 to encourage people to make contributions during the coronavirus pandemic. If you haven’t filed
your 2020 taxes yet, you can still take advantage of these benefits.

If you itemize your deductions, the CARES Act allows you to deduct up to 100% of your adjusted gross
income (AGI) — a significant increase from the 60% limit the year before. And if you exceed that limit,
you can carry over the excess amount for up to five years. This rule only applies to cash donations,
however. The limit for deductions of appreciated long-term securities remains the same as in previous
years at 30% of your AGI.

The CARES Act also allows those who don’t itemize to claim a charitable deduction. For the 2020 tax
year, donors who opt to take the standard deduction have the option to claim an “above the line”
deduction of $300 for cash contributions to qualifying charities. Again, this rule does not apply to non-
cash contributions, including clothing or appliances. Also, the deduction can only be claimed once per
household unit, so if you are married and filing jointly, you can only claim this deduction once.

In either case, whether you take the standard deduction or itemize, the cash donations you’re claiming
must have gone directly to operating organizations that are charitable, educational, or scientific in purpose
and not private foundations or donor-advised funds.



Looking Ahead to 2021

The changes from the CARES Act only apply for the 2020 tax year, but there are still ways to maximize
tax benefits for charitable giving in 2021.

If you want to claim a charitable deduction when filing your 2021 taxes, you will have to itemize your
deductions. For itemizing to make sense, your total deduction must exceed the standard deduction, which
will be $12,550 for single filers, up from $12,400 in 2020. For those married filing jointly, the 2021
standard deduction will be $25,100, up from $24,800 in 2020.

A higher standard deduction can make it more difficult to have enough deductions to consider itemizing.
But consolidating or “bunching” deductions from multiple tax years could allow you to itemize some
years and take the standard deduction in others.

For example, suppose a single taxpayer could deduct $5,000 in mortgage interest, $3,500 in state and
local tax deductions, and another $2,000 in charitable contributions for a total of $10,500. This amount
doesn’t exceed the standard deduction, so itemizing wouldn’t make sense. However, if the taxpayer could
bunch three years’ worth of charitable deductions, the individual would clear the standard deduction by
$1,950 and be able to itemize this year. They would likely take the standard deduction in the following
two years.

If you gave to charity in 2020, be sure that you are taking full advantage of the deductions available to
you on your 2020 returns. And as you look ahead to the upcoming year, careful planning can ensure that
you continue to get your maximum deductions while you do good for the causes you care about.

Disclosure

Material prepared by Oechsli Institute, an independent third-party. The information contained in this report does
not purport to be a complete description of securities, markets, or developments referred to in this material. Please
note, changes in tax laws or regulations may occur at any time and could substantially impact your situation. While
familiar with the tax provisions of the issues presented herein, Raymond James financial advisors are not qualified
to render advice on tax or legal matters. You should discuss any tax or legal matters with the appropriate
professionals.
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