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Tax laws have changed substantially for 2018 onward, leaving many taxpayers 
confused and frustrated, especially when it comes to charitable donations. Taxpayers 
can still benefit by making charitable contributions but it has become a little more 
difficult to maximize contributions. Still, with proper planning and a bit of knowledge, 
it’s possible to make a significant impact on your tax bill while also benefiting charities.

 
 

Who can benefit from the 
charitable contributions 
deduction?
First off, it’s worth noting that not everyone will benefit from the charitable contributions 
deduction. In fact, it’s only available to taxpayers who file with a 1040 and itemize on Schedule 
A. Also, since tax rates are lower and tax brackets have changed, your annual income may also 
limit your ability to donate enough money to charity to substantially affect your tax bill. In 
general, the higher your tax bracket, the more you can expect to save on taxes by maximizing 
your charitable contributions.

Should you itemize your tax deductions?

You may be aware that many taxpayers do not itemize deductions because this method isn’t 
beneficial for every situation. In 2013, for example, just over two-thirds of taxpayers did not 
itemize, choosing to take the standard deduction instead.
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So, when should you itemize, and when should you take the standard deduction? 

It comes down to basic math. For 2018, the standard deductions were $12,000 for 
individuals and $24,000 for married couples who file jointly. (There is also a tool available 
to help you calculate your standard deduction.) Now, you will need to add up your possible 
itemized deductions and compare the total to your standard deduction. Whichever 
number is higher should be the option you choose. To help you calculate, you should know 
the most popular itemized deductions are medical and dental expenses, home mortgage 
interest, deductible taxes, and charitable contributions. You can also find the full list on the 
IRS website.

It’s worth noting that the standard deduction is higher this year than in prior years, 
meaning fewer taxpayers will benefit from taking advantage of itemized deductions. Still, 
you should do the math to see which option is most beneficial.
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What qualifies as a charitable 
contribution?
 
Now that you’ve decided to itemize, you may be wondering which donations count 
towards your charitable contributions deduction. The IRS has a few standards 
regarding allowable deductions. 

First off, all donations must be to 501(c)(3) charities, which includes most nonprofits 
and churches. The charity should know whether they are a 501(c)(3) or not, but you can 
also use the IRS tool to make sure. It’s worth noting that gifts to individuals are never 
considered charitable contributions under IRS tax law. 

Further, the gift may be given as cash, check or property. It may also involve 
appreciated assets, like stock. Unfortunately, volunteer work does not count since the 
value of your time and service are not deductible. However, if you incurred expenses 
related to the volunteer work (such as travel expenses, uniforms, etc.), those may be 
deducted if they are necessary and directly related to the charity.

As stated above, you may not deduct contributions to individuals. You may also not 
deduct all of a contribution if you received a benefit for the contribution. For example, 
if you purchased a ticket to a charity dinner, you would need to deduct the value 
of the dinner from the total ticket price, only using the difference as a charitable 
contribution. In addition, contributions made from an IRA are not deductible. There are 
other rare situations you can read in this IRS publication. 
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What are the limitations to the 
deduction for 2018 forward?
 
There have been limitations to charitable donations in prior years, but, for the most part, 
those limitations are less strict for 2018 forward.

Cash donations are now deductible up to 60 percent of your adjusted gross income (AGI). 
So, for example, if your AGI is $100,000 and you donate $70,000, only $60,000 would count 
towards your deductions, leaving $10,000 as a carryover to next year. Under prior tax law, the 
limit was 50 percent.

In general, appreciated assets are capped at 30 percent of AGI. You must have held these 
assets for one year or more, and they may be deducted at fair market value (FMV).

In addition to the dollar limitations, you should also keep documentation of your charitable 
contributions in case of an audit. Keep receipts (or cancelled checks) for any donations you 
make. If a receipt is not available, the charity can provide a letter that includes the name of 
the charity, the amount of the donation, and the date of the donation. Receipts are required 
for all monetary donations, and a written acknowledgement is required for any donation 
valued over $250. If non-cash donations total over $500, you will need to fill out Section A 
of Form 8283. If the total is more than $5000, you will need to fill out Section B of the form 
instead.
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How can you maximize your 
charitable contributions?
Though lower tax brackets and higher standard deductions makes it a bit more difficult, there 
are still several ways to maximize your charitable contributions.

Most experts agree that taking advantage of the 60 percent cap for cash donations is the best 
place to start. If possible, give cash to charities until you reach 60 percent of your AGI. Next, 
you should consider giving stocks, bonds, and other assets to avoid capital gains taxes. Many 
taxpayers choose to give these assets, then use cash to purchase new ones. This helps maintain 
your investment portfolio while also maximizing your deductions.

For example, if your AGI is $500,000, your cash contributions cap is $300,000.  This is the 
maximum amount you can donate and receive a current tax deduction.  Keep in mind, if you 
do take full advantage of the 60% cash cap you will not get a deduction for any non-cash 
contributions.  You can still make a combination of cash and non-cash donations but just know 
your cash donations may limit the deduction of non-cash donations.  

You may also choose to make all of your charitable contributions this year and then no gifts in 
later years. A large contribution this year may push you over the standard deduction amount, 
letting you itemize your deductions for greater impact. Then, over the next few years, you may 
elect to use the standard deduction.

For example, if your AGI is $100,000 and you’re married, then your standard deduction 
is $24,000. Normally, you contribute $10,000 per year to charity, but your total itemized 
deductions for the year aren’t greater than $24,000. In this scenario, you may opt to donate 
three years’ worth of donations at once, totalling $30,000 in donations. This number is greater 
than the $24,000 standard deduction, so you would itemize deductions, gaining a greater 
overall tax reduction. Then, in the next two years, you would get the standard deduction of 
$24,000 instead.

As a personal benefit, you may also choose to donate larger amounts to a few charities rather 
than small amounts to many charities. Oftentimes, when you contribute a substantial amount 
to a charity, you gain input over who your money benefits and how it’s put to use.
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Conclusion

New tax laws have brought changes to charitable contributions 

for 2018 forward. Standard deductions are higher than in years 

past, meaning it will be harder to meet the threshold where it 

makes sense to itemize deductions instead. In addition, tax rates 

are lower, so taxpayers who do itemize will see less of an impact 

on their overall tax bill. As a result, many charities are concerned 

that giving will decrease – and they may be correct in that 

assumption. Still, there are ways to give generously while also 

maximizing your tax benefits. By bunching your donations and 

rolling multiple years’ worth of contributions into one year, many 

taxpayers can save substantially on their overall tax bill this year.
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