
     

 

CHARITABLE IRA ROLLOVER 

We are beginning a new year with a new tax plan that might impact your charitable gifting 
strategy. Due to higher standard deductions many taxpayers will be less likely to itemize 
deductions. While that is not necessarily a bad thing, it could require alternative strategies 
to minimize your tax burden. That is where the charitable rollover also known as a Qualified 
Charitable Distribution (QCD) might be able to help. 

A QCD is a gift option that enables donors age 70½ or older to transfer up to $100,000 
directly from the donor’s IRA to a qualified charity each year. The donor does not recognize 
the distribution as taxable income on his or her tax return. However, it’s important to note 
the transfer may not be claimed as a charitable income tax deduction as that would be 
considered double dipping. Another advantage of the QCD is it will still count toward the 
owner's required minimum distribution (RMD). Due to the phase out of itemized deductions 
and the alternative minimum tax (AMT), a QCD could be a much more tax-efficient way of 
making a lifetime gift. 

How it Works 

You must be age 70½ or older in order to make the QCD and your charitable contribution 
must be paid directly from your IRA to a qualified charity. The distribution must be one that 
would otherwise be taxable to you. You can exclude up to $100,000 of QCDs from your gross 
income in 2018. If you file a joint return, your spouse can exclude an additional $100,000 of 
QCDs in 2018.  

QCDs count toward satisfying any RMDs that you would otherwise have to receive from your 
IRA, just as if you had received an actual distribution from the plan. However, distributions 
that you receive from your IRA (including RMDs) that you subsequently transfer to a charity 
cannot qualify as QCDs. 

If you've made nondeductible contributions, then normally each distribution carries with it 
a pro-rata amount of taxable and nontaxable dollars. However, a special rule that applies to 
QCDs is the pro-rata rule which is ignored so your taxable dollars are treated as distributed 
first. 

Why are QCDs important? 

Without this special rule, taking a distribution from your IRA and donating the proceeds to a 
charity would be a bit more cumbersome, and possibly more expensive. You would need to 
request a distribution from the IRA, and then make the contribution to the charity. You 
would receive a corresponding income tax deduction for the charitable contribution, but the 
additional tax from the distribution may be more than the charitable deduction due to the 
limits that apply to charitable contributions under Internal Revenue Code Section 170. 

QCDs avoid all this by providing an exclusion from income for the amount paid directly from 
your IRA to the charity because you don't report the IRA distribution in your gross income, 
and you don't take a deduction for the QCD. The exclusion from gross income for QCDs also 
provides a tax-effective way for taxpayers who don't itemize deductions to make charitable 
contributions. 

 

This information is not intended to be a substitute for specific individualized tax advice. I suggest that you discuss 
your specific tax issues with a qualified tax adviser to see if this strategy makes sense for your unique situation. 
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