
Ta
x-

Sa
vin

g 
St

ep
s

FINANCIAL SE RVICES
Selah

To pause & consider wisely

SELAH

FONTS
1st Selah - Adobe Garamond Pro
2nd Selah - Edwardian Script ITC
Financial Services - Helvetica Extended Bold
Slogan - Copperplate Gothic Light

COLORS
Green - Pantone 364 C
2nd Selah - 100% Black
Financial Services - 70% Black

Navigating QCDs
Presented by Sharon Duncan

What is a QCD? 
A QCD, or Qualified Charitable Distribution, is a distribution 
from an IRA that goes directly to a qualifying charity and is 
not included in the taxable income of the IRA owner. A QCD 
cannot be made from an employer plan. A QCD can be up to 
$100,000 a year, per individual. 

When should you consider using a QCD? 
You should consider using a QCD when you are at least 70½ 
years old, donate to charity and have an IRA. A QCD is a 
special tax provision which may lower your income tax. When 
this happens it means that the Federal government gets less 
money and there’s more money for you or your favorite chari-
ties.

Five Things to Consider
#1 Either an IRA owner or beneficiary can do a QCD. 

The individual must be at least age 70½ at the time of 
the transaction. Reaching age 70½ later in the year is 
not enough. Both spouses can do a QCD when each 
spouse does the QCD from their own IRA.

#2 A QCD can be made from an IRA, an inactive SEP, 
or SIMPLE IRA, or a Roth IRA. Only pre-tax amounts 
can be used for a QCD, which makes the use of Roth 
funds very unlikely. The QCD must be a direct transfer 
to a qualifying charity. A check payable to the charity 
but sent to the IRA owner will qualify as a QCD, as will 
a check written from a “checkbook IRA” to a qualifying 
charity. If an IRA owner receives a check payable to 
him from his IRA and then later gives those funds to 
charity, that is not considered a QCD.

#3 A charity must be a qualifying charity. It cannot be a 
donor-advised fund or a private foundation. A gift to a 
charitable gift annuity will also not qualify. A QCD to a 
charity where the IRA owner has an outstanding pledge 
will qualify and will not create a prohibited transaction. 
The QCD must satisfy all charitable deduction rules. If 
a distribution to a charity is more than $100,000, the 
amount over $100,000 is taxable to the IRA owner and 
is deductible on the owner’s income tax return. The ex-
cess amount cannot be carried over to a future tax year.

#4 A QCD can satisfy a required minimum distribu-
tion (RMD) but can be made before age 72. It is not 
limited to the amount of the RMD, but is capped at 
$100,000 a year. If an RMD is more than $100,000, any 
amounts in excess of the QCD are taxable to the IRA 
owner. QCDs can now be made before the first RMD 
year (age 72).W

#5 The IRA custodian has no special tax reporting for 
a QCD. The QCD will be reported on Form 1099-R 
as a regular distribution. The IRA owner will need to 
report the QCD on his tax return. The amount of the 
QCD is excluded from the owner’s taxable income. The 
IRA owner also cannot take a charitable deduction for 
the QCD amount.

How can we help you?
Although QCDs can be a little confusing, they are one of the 
things we do regularly for our clients. Please let us know if we can 
answer any of your questions or if you’d like to schedule a compli-
mentary appointment. 
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