
 

 
 
How to Avoid Paying Taxes on Appreciated Assets 
Exploring simple tax strategies for generous investors  
Matthew Moses, CAP®  

Charitable investors should (almost) NEVER give cash. Whether you give very modestly a few times a 
year, or regularly tithe to your church, giving cash reduces your ability to give compared to some very 
accessible alternatives. A little planning and guidance can help you leverage your generosity for the 
causes that you hold so close to your heart. If you have appreciated assets and you make regular 
donations, you will likely find value in this article.  

The problem with cash donations really comes down to opportunity cost. Sure, you can give cash and 
your favorite organization will be happy to accept. However, if you could make an even larger gift that 
costs you the same amount as your cash gift, would you do it? Well you can, and as we will explore a 
little later, both the individual and collective impact of using some alternative giving strategies can make 
a significant difference for the receiving organization.  

How it works  

Let’s assume that you estimate and budget your annual giving at the beginning of each year. This year 
you and your spouse would like to donate a total of 10% of your combined annual income which 
happens to come out to $12,000. Normally you would make cash gifts throughout the year to a 
combination of your church and a few local non-profits that you support. The cost of the gifts at the end 
of the year total $12,000 and because all donations were made to federally exempt organization you get 
to deduct your generosity from your taxable income.  

Now assume that you are estimating your annual giving budget for the year around the same time that 
you are reviewing your investments with your trusted advisor. During the review you inquire about 
appreciated assets in your non-qualified investment accounts. You are pleased to find out that a 
portfolio of stocks that you purchased 7 years ago for $20,000 has doubled in value and are now worth 
$40,000. Rather than giving cash throughout the year you decide to check and see if your favorite 
organizations are willing to accept an in-kind donation, they are. You arrange with your advisor to 
transfer $12,000 worth of appreciate stock to the various organizations. Because you would have had to 



eventually pay the capital gains on those positions at a rate of 15%, the gift has actually only cost you 
$10,200. An $1,800 savings is not bad for simply shuffling the deck a bit.  

What if the organization I want to give to does not have a policy for accepting appreciated assets? 

There are several tools that allow investors to donate appreciated assets and avoid paying the taxable 
gain on those assets if they are donated in-kind. Donor Advised Funds (DAFs) which are commonly 
accessible through Community Foundations allow you to make in-kind donations to fund the DAF, from 
which you then advise the amount, and to whom the grants are directed. DAFs also can be invested just 
like your retirement account so that they can grow over time, leveraging your gift even more.  

The Impact  

Let us assume that our small church has an annual budget of $1,000,000 and every member that gave to 
support that budget used appreciated assets to supplement their tithe. Let us also assume these 
members used their tax savings as an additional contribution to cause related giving through the church. 
The church would have received $1,150,000 and the total cost of the gifts to the members would still be 
just $1,000,000. While there are some differences in the deductibility of non-marketable assets, such as 
raw land, other types of appreciated assets can and are used to fund a DAF.  
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