Benefits of contributing securities in lieu of cash

Gift of appreciated securities may provide significant tax savings for you for your federal and state tax returns. The advantages of making a gift of appreciated securities include: 

· Income-tax deduction for the full market value of the stock at the time of the gift. 

· Minimize or eliminate capital gains tax on the stock appreciation. 

Example:

Suppose you wish to donate $1000 to ICA for “Women Education”. The following table gives you the tax consequence of donating cash or stock. Cash donation assumes that you will sell the same stock, receive $1000 in capital gains and donate $1000 to ICA.

	Steps
	Cash Donation
	Stock Donation
	Remarks

	1
	Taxable Capital Gain
	$1,000 
	$0 
	No capital gain is realized when you donate stock

	2
	Donation to ICA
	$1,000 
	$1,000 
	

	3
	Charitable deduction on your tax return, schedule A.
	$1,000 
	$1,000 
	

	4
	Change in taxable income after donation (step 3 – step 1)
	0
	-$1,000
	Donating stock still gives deduction but without any capital gains

	5
	Additional tax savings @ 39% combined Federal & State tax rate

(step 3 * 0.39)
	0
	$390 
	You pay $390 less in taxes

	6
	Net amount you contributed
	$1000
	$610
	Uncle Sam contributed $390 to your favorite cause -- helping India’s needy.


Please note that we have assumed a simple case of 28% Federal Tax and 10% state tax brackets with no other complicating factors such as Alternate Minimum Tax (AMT). Please consult tax advisor for your specific situation.

Procedure for contributing securities

The easiest way to transfer securities is through a "DTC Transfer", which results in an electronic transfer of the securities to the recipient. To do a DTC Transfer, the you need to write a short letter to your broker (or company stock administration dept., as the case may be) which should have the following information:

Please DTC transfer "xxxx" shares of "yyyy" company (Stock Symbol) from my account ("Your Account Number") to the following account: 

· Account Name : Indians For Collective Action 

· Account Number : 512-22158 

· DTC Number : 0044 Waterhouse Securities

After giving the above instructions, please send the following information to ICA at ica@icaonline.org and Abhay Bhushan at akbhushan@aol.com
· Date of transaction 

· Number of shares transferred and name of company 

