CAPTRUST

OBBBA Charitable Rules Update for 2026

First, a little background around charitable deductions may be helpful. Charitable donations are
below-the-line itemized deductions. This means they impact the tax formula after your adjusted gross
income (AGI) has been calculated.

A below-the-line deduction does help lower your taxable income but would not impact your AGI.
Because of where they sit in the tax formula, the ultimate impact of below-the-line deductions
depends on your tax bracket.

The amount of a deduction that can be used in a single year is based on the type of charity, the asset
donated, and the individual's AGI. Unused deductions can be carried forward for up to five future tax
years.

From a tax-planning standpoint, itemized deductions only benefit the individual taxpayer to the extent
that they exceed the standard deduction for the year. All the itemized deductions for the year can be
combined to exceed this threshold. Common itemized deductions are state and local taxes, mortgage
interest, medical expenses, and charitable donations.

For example, in 2025, if a couple donated $25,000 to charity and has other itemized deductions of
$15,000, their total itemized deductions would exceed the standard deduction. Therefore, they would
get better tax benefits by itemizing, instead of claiming the standard deduction.

Instead of subtracting the standard deduction of $31,500 from their AGI to determine their taxable
income, they would be able to subtract $40,000. This would ultimately end up lowering the taxes due.

New Charitable Deduction

A new charitable deduction is now available to those who are using the standard deduction. Direct
cash donations to charity can now be deducted as an above-the-line deduction up to $1,000 for those
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who file as single and $2,000 for those who file married filing jointly.

This new deduction, unlike the traditional charitable deduction, is an above-the-line deduction, which
means it would be subtracted before AGI is calculated. This provides a more substantial benefit as it
would be a dollar-for-dollar reduction on taxes due. Lowering AGI provides additional benefits as AGI
is used for phase-out ranges on other deductions and benefits.

Donations to a donor advised fund (DAF) or private non-operating foundation are excluded from this
deduction. With the current standard deduction, more than 87 percent of filers take the standard
deduction instead of itemizing, according to the IRS.

Charitable Deduction Floor and Cap

If you typically itemize deductions, charitable donations now have a floor before the deduction can be
used. This floor is 0.5 percent of the individual's AGI.

For example, in 2026, if the same couple donated $20,000 and has an AGI of $350,000, only the
amount that exceeds the $1,750 floor would count toward their itemized deductions. If they had the
same $12,000 in other itemized deductions, they would not benefit from itemizing in 2026 due to the
impact of the charitable floor. This is because the $20,000 charitable gift plus the $12,000 additional
deductions, minus the new charitable floor of $1,750, is less than the new $32,200 standard
deduction.

The charitable floor has a more significant impact on higher-income donors as the floor is based on
income. For example, an individual with an AGI of $500,000 would have a charitable floor of $2,500.
The floor increases as AGI increases, providing a larger reduction in the amount of charitable
donations that can be used as a deduction.

The new tax rules also create a cap on tax benefits for those who itemize charitable deductions at 35
percent, and for those in the 37 percent marginal tax bracket. Previously, an individual in the 37-
percent bracket would be able to reduce their taxes due by 37 cents for every dollar of an itemized
deduction. This new rule would cap that benefit at 35 cents for every dollar for these individuals,
slightly muting the benefits for high income individuals.

Tax Strategy Considerations

Non-itemizers may want to consider how they make charitable donations and consider direct cash
gifts up to the $1,000/$2,000 deduction, since this now provides a direct tax benefit that wasn't
previously available.

Donors who itemize may want to consider the timing and amounts of their giving. Leverage bunching
to concentrate donations in years where you can maximize the donation available.

As always, it's a good idea to consult your financial advisor. They can help you understand which
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strategies suit your unique financial goals.

Sources: “SOI Tax Stats Charities and Other Tax Exempt Organizations Statistics,” Internal Revenue

Service, CAPTRUST research
Resource by the CAPTRUST wealth planning team.

This content is provided for informational purposes only, and does not constitute an offer, solicitation,
or recommendation to sell or an offer to buy securities, investment products, or investment advisory
services. Data contained herein from third-party providers is obtained from what are considered
reliable sources. However, its accuracy, completeness, or reliability cannot be guaranteed. Nothing
contained herein constitutes financial, legal, tax, or other advice. Consult your tax and legal
professional for details on your situation. Investment advisory services offered by CapFinancial
Partners, LLC (“CAPTRUST” or “CAPTRUST Financial Advisors”), an investment advisor registered
under The Investment Advisers Act of 1940.

Legal Notice

This material is intended to be informational only and does not constitute legal, accounting, or tax
advice. Please consult the appropriate legal, accounting, or tax advisor if you require such advice.
The opinions expressed in this report are subject to change without notice. This material has been
prepared or is distributed solely for informational purposes. It may not apply to all investors or all
situations and is not a solicitation or an offer to buy any security or instrument or to participate in any
trading strategy. The information and statistics in this report are from sources believed to be reliable
but are not guaranteed by CAPTRUST Financial Advisors to be accurate or complete. All publication
rights reserved. None of the material in this publication may be reproduced in any form without the
express written permission of CAPTRUST: 919.870.6822.
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