
A Word on Balanced Sales of Securities and 
Charitable Giving
While it is often the case that the end of the year is the time when many people 
review their investment portfolios and consider whether any assets should be sold 
or given to charity before December 31st, there may be good reasons to consider 
a shift from year-end planning to year-round planning. Especially since the sale 
or transfer of appreciated assets generally has tax implications, it may be prudent 
to take a close look at any contemplated sales from the perspective of three 
particular considerations.

1. The amount of case you wish to yield from the sale(s), to meet your  
personal needs.

2. The amount of capital gains taxes that will be due on the sale(s).

3. Whether you may have a charitable gift pledge payment due or a gift you 
would like to make before the end of the year.

Gifts of appreciated assets to James Madison University provide you with the 
opportunity to completely avoid any capital gains tax on the appreciation in the 
value of the assets while you owned them. But, if you need to sell some of your 
appreciated assets—to use the proceeds for whatever reason—there also is a way 
to use the full value of the assets to achieve both the outright sale of the assets 
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and a charitable gift and still avoid any taxes on the 
appreciation in the value of the assets that you are 
looking to sell for your personal use. 

A Balanced Sale: How it Works
You make a gift of a sufficient amount of appreciated 
assets to generate an income tax savings equal to 
the amount of the capital gains tax that would be 
due on the sale of other appreciated assets offsets 
the tax incurred on the sale of the other appreciated 
assets. The net tax due is zero. You end up with the 
full value of the assets—some of which represents 
your charitable gift and the balance which you have 
available to use as you may desire.

For example, your investment portfolio includes one 
or more appreciated assets that you will sell at some 
point during the year. The total value of the assets is 
$90,000 and you initially paid $22,500 over a decade 
ago. If you sell the assets outright, and are in the 35th 
percent tax bracket, you would incur a capital gains 
tax of $13,500, leaving you with a net of $76,500  
in proceeds.

But, if you gave a $27,000 portion of these assets 
to James Madison University, for example, as a 
charitable gift, you would create an ordinary income 

tax savings of $9,450 for the charitable contribution. 
This would be precisely the amount needed to offset 
the $9,450 in capital gains tax on the sale of the 
remaining $63,000 in assets. While your net proceeds 
may be $63,000 (compared with $76,500), the key 
benefit of this strategy is that you also were able to 
make a major gift of $27,000 to Madison at an after-
tax cost of just $13,500.

By giving thoughtful consideration to the careful 
balancing of both your financial planning needs 
and your charitable giving desires, you are able to 
maximize the value of your appreciated assets with 
a creative tax-wise approach to the disposition of 
appreciated assets. In the end, you were able to turn 
$90,000 in appreciated assets into $90,000 in value—
and you avoided the payment of any capital gains tax 
along the way.

It is also important to note that you may use the 
balanced sale strategy for any level of assets—whether 
it be $10,000 or $1,000,000. And, you need not use 
just one asset for the balanced sale. In fact, several 
assets may be used as part of this strategy. Also, it is 
not necessary that the sales all be made at the same 
time—just that they be made in the same tax year. 
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Balancing the tax liability on appreciated assets sold—whether it be securities, mutual funds, real property, or 
collectibles—against the tax benefit of making the charitable gift is the kind of charitable financial planning that 
makes sense for both the donor and James Madison University.

Making a charitable gift via a balance sale strategy, as a part of a complete financial and estate plan, provides a 
number of special advantages. Specifically, the balanced sale enables you to:

•	 Reduce income and capital gains taxes now

•	 Reduce or even eliminate potential inheritance taxes later

•	 Make a real difference in the future of James Madison University

The gift of appreciated assets can be used to memorialize a deceased spouse or other family member. It can honor 
family members still living. It can be sued to help a specific college, school, or program within James Madison 
University—or, it can focus on a critically important issue or area of need that has been identified by the University.
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