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Why 2026 Matters

A major reset is coming:

* The Tax Cuts and Jobs Act (TCJA) sunsets after 2025.
* Brackets revert to pre-2017 levels (slightly higher rates).
* The charitable 0.5% AGI floor will begin in 2026.

» The standard deduction increases slightly (531,500 » $32,200 MFJ; $15,750 >
$16,100 Single).

* A new above-the-line charitable deduction returns for non-itemizers.

Your generosity, expertly guided. Your reach, limitless.



Why Plan Now BAINERIDGE

* Deductibility rules and thresholds shift in 2026.
» 2025 may be the most favorable year for large charitable gifts.

* Strategic giving tools let you capture value now while sustaining
support long-term.

Your generosity, expertly guided. Your reach, limitless.



Three Smart Strategies

* Donor Advised Funds (DAFs): Give now, grant later.
 Qualified Charitable Distributions (QCDs): Give directly from your IRA.
* Above-the-Line Deduction: Deduct small gifts even if you don’t itemize.

Your generosity, expertly guided. Your reach, limitless.



Strategy 1: Donor Advised Funds (DAFs) BAINBRIDGE

Community Foundation

Contribute cash, stock, or other assets to a charitable account.

Immediate deduction in the year contributed.

Recommend grants over time to any 501(c)(3).

2025 is ideal: higher deduction limits, no charitable floor yet.

Your generosity, expertly guided. Your reach, limitless.



When is a DAF a good fit?

If you...
...expect higher income in 2025.
...plan a large or multi-year gift.
...want time to decide where to give.
...have appreciated stock or assets.
...want to involve family in giving.
...have a DAF at another entity.
...Have a private foundation under $5M.

A DAF lets you give when it’s financially advantageous — and grant when it’s mission-wise.

Your generosity, expertly guided. Your reach, limitless.



What is a Donor Advised Fund?

DEFINITION RESTRICTIONS
A phila_nthropic vehicle established at * When donors make contributions to their
a public charity that allows donors to DAFs, they are gifting those assets irrevocably

make a charitable contribution,
receive an immediate tax benefit and
then recommend grants from the
fund over time.

to the Foundation.

* Donors have only advisory privileges to grant
the assets in their DAF, and the charitable
sponsor has the authority to approve or deny
those recommendations.

Think: Charitable Bank Account * Donors cannot recommend that charitable
grants be made to individuals.

« Donors cannot receive any goods or services
in exchange for their grant, like a ticket to a
gala.

* Donors cannot recommend that grants pay
tuition to private schools or colleges.

Your generosity, expertly guided. Your reach, limitless.



How a Donor Advised Fund Works R s o
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Grantmaking Process
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How Does A DAF Differ From Other Funds?

Donor Advised Fund

Donor Designated Fund

Endowed

Area of Interest Fund Community Fund

BAINBRIDGE

Community Foundation

Scholarship Fund

Short Description

Fully Tax-Deductible

Qualifies for a Charitable
Donation from IRA

Administrative Fee

Minimum to Establish

Grantmaking

Lifespan

Endowment

Easy and Convenient
Vehicle for Interactive
Charitable Giving

Yes

No

1.25%

$10,000

Advised by Donor

Two Successor Advisors or
until funds depleted

Optional

Self-Sustaining and No-
Maintenance Vehicle for

Grantmaking

Yes

Yes

1.05%

$10,000

Advised by Donor per
Contract

Until funds depleted

Optional

Grantmaking Vehicle to
Ensure Important Causes
Receive Special Support

while Providing
Community Support

Yes Yes
Yes Yes
Per BCF Board None
$10,000 $50,000
BCF No Grantmaking per se
Until funds depleted Permanent
Optional Mandatory

Create A Permanent Legacy

Help Provide Financial
Support to Students
Moving On To Higher

Education

Yes

Yes

Minimum 1.25%

$10,000

Per BCF Scholarship
Selection Cte

Until Funds Depleted

Optional
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What are the benefits of a DAF at BCF? BAINBRIDGE

Community Foundation

* Triple case for good:
* When you donate: Your support helps underwrite the good work of the Foundation

« When we manage: Funds are invested in a way that is both fee-conscious and socially-
responsible

* When you recommend grants: We help you on your path toward fulfillmentin philanthropy,
whether locally or nationally

* Opportunity to engage completely in community philanthropy
 Accessible, approachable, effective relationship with staff

* Uniquely positioned to serve the ongoing needs of the Bainbridge Community
from individuals, to organizations, and beyond

Your generosity, expertly guided. Your reach, limitless.



DAF Case Studies

Profile:
Sam and Casey Nelson are a married couple in their early 40s. They earn around $115,000 a year and
usually take the standard deduction.

Charitable Giving:

They’re generous — giving about $20,000 annually to local causes, but because their total itemized
deductions (just the charitable gift) don’t exceed the 2025 standard deduction of $31,500, their giving
hasn’t reduced their taxable income at all.

Situation:

If they continue giving $20,000 per year, nothing changes in 2026 — even with the slightly higher
deduction ($32,200) they’ll still take the standard deduction and won’t receive a tax benefit for their
generosity.

New Strategy:

If the Nelsons instead “bunch” two years of giving into 2025 — say, contributing $40,000 to a DAF at
Bainbridge Community Foundation — they can itemize and lower their 2025 taxable income by about
$8,500 more than the standard deduction.

They still give to their favorite charities over time from the DAF, but they unlock a federal tax savings that
otherwise wouldn’t exist.

2025 savings: Roughly $1,700-$2,000 more in their pocket compared to giving year-by-year.

Your generosity, expertly guided. Your reach, limitless.



DAF Case Studies

Profile:
Raj and Meera Patel are dual-income professionals with a household AGI of $250,000. They’ve
always been charitable but want to be smart about timing and taxes.

Charitable Giving:
The Patel’s typically give $25,000 per year to charities.

Situation:
Their charitable giving typically DOES NOT exceed the standard deduction — producing zero tax
benefit.

New Strategy:

In 2025, a $50,000 gift to charity allows them to itemize because it exceeds the $31,500 standard

deduction. The couple’s federal income tax drops by roughly $4,300 compared to not giving.

Furthermore, By placing the full $50,000 into a DAF before December 31, 2025, the Patels can:

* Take the full deduction in 2025 while in a higher tax bracket,

* Avoid the 2026 charitable deduction floor (0.5% of AGI = $1,250 lost deduction), and

* Still spread out grants to nonprofits over several years.

 Ifthey also have property taxes (~$10,000) and mortgage interest (~$12,000), the DAF
Buncping year could push their itemized deductions above $70,000 — doubling their federal

enefit.

Estimated federal tax savings: around $4,000-$5,000, plus potential future savings if paired with a
capital gains event.

Your generosity, expertly guided. Your reach, limitless.



DAF Case Studies

Profile:

Ellen and David Whitmore recently sold a rental property and want to offset some of their federal
taxes. They have $350,000 AGI and no state income tax in Washington, but they are mindful of the
new WA capital gains excise tax that applies to large realized gains.

Charitable Giving:

They plan to contribute $100,000 to charity in 2025, which is well within the 60% AGI charitable
cap.

Their 2025 deduction yields a federal tax savings of about $16,000.

If they wait until 2026, the same gift would be reduced by about $1,750 due to the 0.5% AGI floor,
slightly cutting their tax savings.

How a DAF helps:
By placing the $100,000 in a Donor Advised Fund in 2025, they can:

« Take the full deduction in the last year before the 2026 floor kicks in.

« Spread grants over time (even multiple years).

« Possibly reduce Washington’s 7% capital gains tax, since charitable deductions up to about
$100,000 are allowed for in-state qualified charities.

« Support both local and national causes without tracking separate receipts.

* This gives them both a federal and Washington-state benefit in the same year — an ideal
alignment.

Your generosity, expertly guided. Your reach, limitless.



DAF Case Studies

Profile:
Alex Rivera, a successful biotech executive, has an $800,000 AGI. He’s selling company stock with
significant capital gains and wants to give strategically.

Situation:

In 2025, Alex’s $200,000 charitable gift (via a DAF) is fully deductible up to the 60% AGI limit. It
drops his federal tax by about $16,000-$17,000, and it also may reduce his Washington capital
gains excise tax liability by up to the $100,000 charitable deduction cap.

In 2026, the same gift would be slightly less valuable — about $4,000 less deductible because of the
new charitable floor.

How a DAF helps:

«  Lets him make the full $200,000 contribution in 2025, securing the larger deduction before the
2026 floor.

« Allows him to grant the money over several years (for example, $40,000 annually to medical and
education nonprofits).

«  Creates flexibility for stock gifts (avoiding capital gains altogether).

For high-income donors like Alex, front-loading charitable giving into a DAF in 2025 both
maximizes federal savings and leverages the Washington-specific charitable offset under the state’s
capital gains excise tax.

Your generosity, expertly guided. Your reach, limitless.



Strategy 2: Qualified Charitable

Distributions (QCDs)

* Available for IRA owners age 70" +.

Up to $105,000 per person can be given directly to charity.

Counts toward Required Minimum Distribution (RMD).

Keeps AGI lower than taking the RMD and giving cash.

***Cannot be contributed to Donor Advised Funds or Private Foundations

Your generosity, expertly guided. Your reach, limitless.



When is a QCD a good fit?

If you...
...are age 70%2 or older and have an IRA.
...must take a Required Minimum Distribution (RMD) but don’t need the income.

...want to lower your Adjusted Gross Income (AGI) — to reduce tax, Medicare premiums, or
Social Security taxation.

...already take the standard deduction (so you wouldn’t otherwise deduct gifts).
...prefer to give directly to nonprofits rather than through an intermediary account.
...would like to see your giving in action now, during your lifetime.

A QCD satisfies your RMD and keeps the gift out of taxable income entirely.

Your generosity, expertly guided. Your reach, limitless.



QCD Case Studies

Profile:

Tom and Marcy Hunter, ages 702, are retired teachers on Bainbridge Island. In 2025, they
must take their first Required Minimum Distribution (RMD) from their $550,000 IRA — about
$20,000.

Situation:

If they withdraw the $20,000 and donate it to charity by check, their Adjusted Gross Income
(AGI) rises from $90,000 to $110,000. Because they take the standard deduction, they receive
no tax benefit for the charitable gift, and the higher AGI could raise their Medicare premiums
and Social Security taxation.

How a QCD Helps:

By making the $20,000 gift directly from the IRA as a Qualified Charitable Distribution
(QCD), the Hunters meet their RMD requirement but keep their AGI at $90,000. That saves
them roughly $2,200 in federal tax and preserves their Medicare income bracket.

The QCD keeps income off the tax return entirely — reducing both taxes and downstream costs
like Medicare premiums.

Your generosity, expertly guided. Your reach, limitless.



QCD Case Studies

P

Profile:
Larry and Dana Carmichael are both 73, with a combined IRA balance of about $900,000. Their
2025 Required Minimum Distribution (RMD) is approximately $34,000.

Situation:

If they withdraw the entire amount and later donate to charity by check, their Adjusted Gross
Income (AGI) rises from $120,000 to $154,000. They don’t itemize, so they get no charitable
deduction, and the higher AGI causes a larger portion of their Social Security benefits to be
taxable.

How a QCD Helps:

Instead, the Carmichaels direct $30,000 of their RMD to charity through a Qualified
Charitable Distribution (QCD). Only $4,000 of the RMD is taxable, keeping their AGI near
$124,000. The QCD reduces their federal tax bill by about $3,000 to $3,500, and it prevents
more of their Social Security from being taxed.

Even without affecting Medicare premiums, the QCD cuts taxable income directly and
provides a clear, guaranteed benefit for retirees who don’t itemize but still want their
charitable giving to count on their tax return.

Your generosity, expertly guided. Your reach, limitless.



QCD Case Studies

Profile:
After her husband passed away, Karen Martin now files as a

single taxpayer. Her $900,000 IRA generates a $34,000 N
RMD for 2025. After a spouse passes, filing status

changes from Joint to Single.
The same income coupled with
smaller standard deduction
results in a higher tax rate.

“Widow’s Penalty”

Situation:

If she takes it all as income and gives $15,000 to charity from
her checking account, her AGI jumps from $80,000 to
$114,000 — moving her into a higher tax bracket and

triggering up to 85% taxation of her Social Security
It can also cause:

benefits. : :

* More of Social Security
How a QCD Helps: _ becoming taxable
By sending $15,000 directly to charity as a QCD, only +  Higher Medicare premiums
$19,000 of the RMD is taxable. Her AGl remains near (IRMAA)

$84,000, saving around $2,500 in federal tax and reducing

: . * Loss of credits or deductions
how much of her Social Security is taxed.

tied to AGI

QCDs are especially powerful for single filers or surviving
spouses, preventing unwanted bracket creep after a change
in filing status.

Your generosity, expertly guided. Your reach, limitless.



QCD Case Studies

Profile:
Ben and Judith Levy have a combined IRA balance of $1.5 million and an RMD of about
$68,000.

Situation:

They typically give $40,000 a year to local and national nonprofits using cash from their
checking account. When they do, their AGI stays at $150,000, but they get no deduction
because they take the standard deduction.

How a QCD Helps:

In 2025, they decide instead to direct that same $40,000 to charity as a QCD. It satisfies most
of their RMD while excluding $40,000 from taxable income. Their AGI drops to roughly
$110,000, saving about $4,800 in federal tax and keeping them well below the next Medicare
surcharge threshold.

The QCD replaces cash giving with IRA giving — preserving income limits and maximizing real
tax savings, even for high-giving retirees.

Your generosity, expertly guided. Your reach, limitless.



Strategy 3: Above-the-Line Deduction

(2026+)

Returns in 2026 for non-itemizers.
Up to $1,000 (single) or $2,000 (joint) cash gifts deductible above the line.
Applies to public charities only (not DAFs or private foundations).

Lowers AGI slightly — improving SS and credit thresholds.

Your generosity, expertly guided. Your reach, limitless.



When will Above-the-Line donations be a S A TN E R @

Community Foundation

good fit?

If you...
...don’t itemize because your deductions are below the standard deduction.
...want your smaller annual gifts ($500-52,000) to count for tax purposes again.
...value simplicity — make a cash gift, claim it directly, done.
...are newly retired or moderate-income and still want a federal incentive to give.
...want to encourage others to give even if they aren’t big donors.

Starting in 2026, even standard-deduction filers can take a small, direct charitable
deduction “above the line.”

Your generosity, expertly guided. Your reach, limitless.



Community Foundation

Above-the-Line Deduction Case Studies BAINBRIDGE

Profile: The Jacksons

Filing: Married Filing Jointly
AGI: $95,000
Gifts: $2,000 in cash to qualified 501(c)(3)s

Without the above-the-line deduction:
Their charitable giving doesn’t change their taxable income. They take the
standard deduction ($32,200), so their AGl and taxable income remain unaffected.

With the new deduction (2026):

They can deduct the full $2,000 above the line, lowering taxable income from
$95,000 » $93,000.

At a 12% marginal bracket, that saves about $240.

Why it works:

Even though modest, it restores a federal incentive for families who’ve long been
unable to deduct donations. The deduction reduces AGI, which also subtly
improves other thresholds like Social Security taxation and credit eligibility.

Your generosity, expertly guided. Your reach, limitless.



Above-the-Line Deduction Case Studies i Fondaon

Profile: Joe Smith

Filing: Single
AGI: 560,000
Gifts: $800 cash to local nonprofits

Without the deduction:
Under pre-2026 law, their $800 gift wouldn’t count for taxes.

With 2026 rule:
They can claim the full $800 above-the-line deduction, reducing taxable income

from $60,000 > $59,200.
At a 12% bracket, that saves about $96 — enough to encourage similar giving in
future years.

Why it works:
For single donors, it’s a small but meaningful way to turn everyday generosity into a
modest tax benefit — especially for those living on fixed or moderate incomes.

Your generosity, expertly guided. Your reach, limitless.



Above-the-Line Deduction Case Studies i Fondaon

Profile: The Perez Family

Filing: Married Filing Jointly

AGI: $160,000

Mortgage interest + SALT deductions: ~524,000 total (below the standard deduction
threshold)

Gifts: $5,000 annually

Without the new rule:
Their $5,000 in charitable gifts would be nondeductible unless they bunch two years
together to exceed the standard deduction.

With the 2026 above-the-line deduction:

They still take the standard deduction but can also claim $2,000 above the line for their
2026 gifts, lowering taxable income from $160,000 » $158,000. At a 22% marginal
bracket, they save about $440.

Why it works:

For upper-middle-income donors who alternate between bunching and taking the
standard deduction, this new rule provides some benefit every year — keeping charitable
giving consistent rather than cyclical.

Your generosity, expertly guided. Your reach, limitless.



Pulling It Together

* 2025: Donor Advised Fund - Lock in higher deduction rules.
« 2025 and Beyond (Age 70%2 +): QCDs - Reduce AGI and meet RMDs efficiently.

* 2026 and Beyond: Above-the-Line Deduction - Keep standard-deduction giving
tax-beneficial.

Your generosity, expertly guided. Your reach, limitless.



Takeaway Messages

» Tax law changes are coming, but opportunities remain.

 Always consult with a tax professional, individual situations may look different.
« Match your strategy to your stage of life and income.

* BCF can help structure gifts that maximize both impact and advantage.

“The hardest thing in the world to understand is the income tax.”
— Albert Einstein

Your generosity, expertly guided. Your reach, limitless.



How BCF Can Help

* Personalized giving guidance and fund options.
* DAFs, legacy funds, and field-of-interest funds.
* Local knowledge, national reach.

Bainbridge Community Foundation
299 Madison Ave N, Suite B
Bainbridge Island, WA 98110
206-842-0433 | www.bainbridgecf.org

Your generosity, expertly guided. Your reach, limitless.


http://www.bainbridgecf.org/
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