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BackgroundBackground

• “Qualified Charitable Distribution” (“QCD”) = also known 
as the “IRA Charitable Rollover”

– A popular way for certain taxpayers to make charitable gifts 
from their IRAs

– Likely to become a more and more popular option

• Made permanent in December 2015 (Protecting Americans from 
Tax Hikes (PATH) Act of 2015)

• Doubling of the standard deduction in 2018
– Only 18 Million Americans will itemize their 2018 tax 

returns, down from 46.5 Million in 2017.
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Authority; OverviewAuthority; Overview

• Internal Revenue Code Section 408(d)(8)

– A taxpayer who is age 70-1/2 or older may direct his or her 
IRA custodian to transfer up to $100,000 per year directly
to one or more eligible charities.

– The funds which are transferred to charity are excludible 
from gross income, even though they originate from the IRA 
and may otherwise satisfy the RMD for that year.

– But because there is no inclusion in gross income, there is 
also no charitable income tax deduction. 

• IRS Notice 2007-7 – Questions & Answers
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Taxpayer Age 70-1/2 or OlderTaxpayer Age 70-1/2 or Older

• Taxpayer must actually be age 70-1/2 or 
older to make a QCD

– Differs from RMD rules (based on the year 
in which you turn 70-1/2)

– Charitable distributions made before age 
70-1/2 are not QCDs 

• The under 70-1/2 taxpayer must report the 
charitable gift as taxable income and may 
get a charitable income tax deduction (if 
he/she itemizes).
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From an IRAFrom an IRA

• QCDs can only be made from IRAs

– Not a 401(k), 403(b), 457, profit sharing plan, etc. 

– Here too taxpayer must report the charitable gift as taxable 
income and may get a charitable income tax deduction if 
he/she itemizes.

– Can be made from a traditional IRA or an inherited 
IRA

– But not from “ongoing” SEP-IRAs or SIMPLE IRAs 
(small businesses) unless no contributions made to 
the IRA in that year

– Can be made from Roth IRAs

– But not likely done as Roth distributions                              
are tax free 
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Up to $100,000 Per Calendar YearUp to $100,000 Per Calendar Year

• Taxpayer can direct that up to $100,000 per year 
be paid to one or more eligible charities

– This is an annual limitation per taxpayer, not per IRA 
account or per charity

• Married filing jointly – each spouse may transfer up 
to $100,000 per year from his or her IRA

– No portability of unused amount between spouses
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Up to $100,000 Per Calendar YearUp to $100,000 Per Calendar Year

• MFJ Example

– H makes $80,000 of QCDs from IRA to charities in 
2019.  W makes $120,000 of charitable distributions 
from her IRA in 2019.

– H gets his $80,000 of QCDs, W gets only $100,000 of 
QCDs.  W must include the excess $20,000 of 
charitable contributions in her taxable income and 
may claim a $20,000 charitable deduction (assuming 
they itemize). 
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Directly to One or More Eligible 
Charitable Organizations
Directly to One or More Eligible 
Charitable Organizations

• “Eligible charitable organization”

– Public charity described in IRC 
170(b)(1)(A)

• No donor advised fund

• No supporting organization

• No private grant-making foundations
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Directly to One or More Eligible 
Charitable Organizations
Directly to One or More Eligible 
Charitable Organizations

• The charitable distribution from the IRA 
must be one that would otherwise qualify 
for a full charitable deduction under 
Section 170.

• No split interest trusts such as a charitable 
lead trust or a charitable remainder trust

• No quid pro quo transactions [auction, 
raffle ticket, fund raiser, dinner, gala, etc.]

– “Checkbook IRAs” Example
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Directly to One or More Eligible 
Charitable Organizations
Directly to One or More Eligible 
Charitable Organizations

• There is no limit under Section 408(d) as 
to the number of different charities to 
which one may make QCDs in any given 
year.

• BUT, find out the custodian’s guidelines:

– Is there a certain form to fill out for QCDs?

– Does the custodian set a minimum QCD 
distribution amount it will process?

– Is there an administrative fee charged for 
each QCD check issued?
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Directly to One or More Eligible 
Charitable Organizations
Directly to One or More Eligible 
Charitable Organizations

• Taxpayer should instruct custodian to 
make the distribution check payable 
directly to the charity

– Not first payable to taxpayer who then 
pays charity

– It is OK however for the custodian to 
deliver the check made payable to the 
charity to the taxpayer first, who copies it 
for his tax records, and then delivers to 
the charity, all prior to the December 31 
RMD deadline.
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Timing of Qualified Charitable 
Distributions
Timing of Qualified Charitable 
Distributions

• QCD can satisfy some or all of the taxpayer’s 
RMD.  This can provide a significant tax benefit.

• Example

– Taxpayer in 24% bracket has an $80,000 RMD.  She 
wants to make $25,000 of charitable gifts but needs 
the rest ($55,000) for her living expenses.

– Assuming she does not itemize, she will have 
reduced her tax bill on the RMD from $19,200 to 
$13,200 (24% of $55,000)
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Timing of Qualified Charitable 
Distributions
Timing of Qualified Charitable 
Distributions

• Other Tax Benefits:

– QCDs not only reduce tax paid on the actual IRA 
distribution itself, but in reducing AGI and taxable 
income, they may also reduce Medicare premiums, 
reduce tax withholding from Social Security, and 
may reduce or eliminate the net investment income 
tax (and/or AMT, to the extent still applicable).
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Timing of Qualified Charitable 
Distributions
Timing of Qualified Charitable 
Distributions

• Timing of QCDs is critically important

• RMD is satisfied by the first dollars out of the IRA 
in each tax year 

– If taxpayer has already withdrawn funds from the 
IRA but later decides to make a QCD, it may be too 
late.  No way to return the earlier withdrawn funds, 
which are reportable as taxable income.

• Recommendation:  Make charitable gifts from 
IRAs early in the tax year in order to assure they 
satisfy part of the RMD for that year.
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Documentation RequirementsDocumentation Requirements

• QCDs must satisfy the substantiation 
requirements of Code Section 170(f)(8).

• Gifts of $250 or more require a 
contemporaneous written 
acknowledgment from the charity which 
states the amount of the contribution 
received, and that there was no financial 
benefit of any kind to the taxpayer.
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Documentation RequirementsDocumentation Requirements
• This is another important reason to make 

the gifts early in the year.

• Example:  QCD check sent to charity late 
in the year gets lost in the mail.

– There may not be enough time left to learn 
of the mistake, stop payment, and have a 
new check issued and sent out before 
December 31.

– PLUS the taxpayer’s failure to complete 
the charitable contribution may mean he 
has not taken his full RMD (and is 
therefore subject to a 50% under-
distribution penalty).  File Form 5329 for 
waiver. 16



Who Benefits Most from Qualified 
Charitable Distributions
Who Benefits Most from Qualified 
Charitable Distributions

• Taxpayers who previously itemized but now take 
the standard deduction

– Example:  H and W, both 72, have $250,000 AGI, 
including $120,000 of RMDs.  They want to 
contribute $15,000 to charity but will not itemize.

– 2018 Taxable Income (no QCD):

$250,000 AGI - $24,400 std - $2,600 addl std = $223,000

Tax on $223,000 taxable income = $41,869

– 2018 Taxable Income (with QCD):

Tax on $208,000 taxable income =                          

$38,269 (savings of $3,600)
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Who Benefits Most from Qualified 
Charitable Distributions
Who Benefits Most from Qualified 
Charitable Distributions

• Taxpayers who have exceeded their percentage of 
income limitation for charitable deductions 
(presently 60% of AGI), and whose charitable 
deductions are therefore limited.
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Who Benefits Most from Qualified 
Charitable Distributions
Who Benefits Most from Qualified 
Charitable Distributions

• NOTE:  Taxpayers who continue to itemize need 
to consider possible gifting alternatives and they 
should run the numbers as to each alternative.

– Example:  Taxpayers with appreciated securities 
who itemize will often be better off gifting those 
securities directly to charity than by making the 
QCD.  This is because they not only avoid 
recognition of the capital gain but also receive the 
full charitable income tax deduction.
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Pre-Tax vs. After-Tax DollarsPre-Tax vs. After-Tax Dollars

• Some taxpayers have IRAs with pre-tax 
contributions and after-tax (non-
deductible) contributions.

• Sec. 401(d)(8)(D):  Any QCD made from 
an IRA is deemed to come first from the 
taxable portion of the IRA, rather than 
pro-rata across the account.

• Also, all accounts are aggregated 
together to determine the total taxable 
amount eligible for the pre-tax QCD.
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Pre-Tax vs. After-Tax DollarsPre-Tax vs. After-Tax Dollars

• Example:

– Taxpayer has a $150,000 IRA.  She has 
another $20,000 IRA, of which $15,000 
consists of after-tax (non-deductible) 
contributions.

– If she makes a $12,000 QCD from either 
account, the distribution is considered to 
come first from pre-tax dollars.
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Pre-Tax vs. After-Tax DollarsPre-Tax vs. After-Tax Dollars

• To the extent that the QCD uses all of the 
available pre-tax funds from all of the 
taxpayer‘s IRA accounts, leaving only 
after-tax funds, a distribution to charity 
from that portion of the IRA will be eligible 
for a charitable deduction, just as if the 
taxpayer first withdrew the funds in a non-
taxable distribution and then in turn 
donated the funds to charity.
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Pre-Tax vs. After-Tax DollarsPre-Tax vs. After-Tax Dollars

• Example:

– Taxpayer has a $20,000 IRA, of which 
$15,000 consists of after-tax (non-
deductible) contributions.  She directs that 
$12,000 be distributed to charity.

– The first $5,000 would be considered a 
QCD (not includible in income, nor 
deductible as an itemized deduction).  

– The next $7,000 would be eligible for a 
charitable income tax deduction 
(assuming Taxpayer itemizes), as though 
withdrawn by Taxpayer in a non-taxable 
distribution and then donated to charity.
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How To Report Qualified Charitable 
Distributions
How To Report Qualified Charitable 
Distributions

• Reporting QCDs on Form 1040 can be tricky.

• There is no separate box on Form 1099-R which 
reflects the QCDs made during the tax year.

• CRITICAL:  Taxpayer must inform CPA of QCDs 
made during the year and provide copies of the 
related acknowledgment letters.

• ON FORM 1040:  QCDs are included in the 
amount reported at Line 4a, but not in the taxable 
amount reported at Line 4b.  Write                 
“QCD” in the margin next to Line 4b.                           
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How To Report Qualified Charitable 
Distributions
How To Report Qualified Charitable 
Distributions

Example:  Taxpayer, age 75, has an RMD of 
$12,600.  She wants her IRA custodian to send 
$10,000 to her local community foundation as a 
QCD, and to send the remaining $2,600 to her.

See excerpts from her Form 1099-R and her Form 
1040 attached.
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How To Report Qualified Charitable 
Distributions
How To Report Qualified Charitable 
Distributions

Example Form 1099-R
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How To Report Qualified Charitable 
Distributions
How To Report Qualified Charitable 
Distributions

Example:  Taxpayer, age 75, has an RMD of 
$12,600.  She wants her IRA custodian to send 
$10,000 to her local community foundation as a 
QCD, and to send her the remaining $2,600.

See portions of her Form 1099-R and her Form 1040 
attached.
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CONCLUSION / PREDICTION

Now that QCDs have been made 
permanent, they should enjoy 
increasing popularity.  This is  
particularly true given the recent 
doubling of the standard deduction.
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