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Qualified Charitable Distributions: A Smart Way to Give and Save

A Qualified Charitable Distribution (QCD) is a tax-savvy way for individuals aged
702 or older to make donations directly from their IRA to a qualified charity. By
making a QCD, you can satisfy your required minimum distributions (RMDs)
without increasing your taxable income. This strategy is particularly valuable for
retirees who are already meeting their financial needs and want to give back
while minimizing their tax liability.

How Qualified Charitable Distributions Work

A QCD allows you to transfer money (up to the IRS limit) directly from your traditional IRA to a qualified
charity. As long as the distribution was made directly to the eligible charity, the IRS treats QCD
distributions as tax-free. Distributions paid to the IRA owner and given to a charity do not qualify for the
tax-free treatment. A QCD can be especially useful if you do not need the funds from your RMD for
personal expenses and prefer to avoid the tax consequences of taking the required distribution.

Who Should Consider QCDs?

¢ Individuals Over 70%: If you are at least 70%2 years old, you are eligible to make a QCD. This is
particularly advantageous if you are taking RMDs and are concerned about the impact of
additional taxable income.

¢ Individuals Who Don’t Need Their RMDs for Living Expenses: If you don’t need your RMD for
personal use you can give it directly to a charity to reduce your taxable income. Remember,
distributing to yourself and making a payment to a charity doesn’t qualify as a QCD.

e Charitably Inclined Retirees: If charitable giving is part of your financial plan, a QCD allows you
to maximize the impact of your donation while reducing your tax burden.

e Those Looking to Lower AGI: By reducing your Adjusted Gross Income (AGl), a QCD can help
keep other taxes lower, including taxes on Social Security benefits and Medicare premiums.

e Standard Deduction Filers: The IRS has not allowed a charitable contribution deduction in the
most recent years for those taking the standard deduction. By using a QCD, you would receive a
tax benefit that would otherwise be unavailable.

¢ Itemized Deduction Filers: The IRS permits a charitable contribution deduction limited to a
percentage of your AGIl. Contributions exceeding the IRS limit can be made as a QCD, allowing
you to receive tax benefits on those additional dollars.
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Benefits of QCDs

¢ Tax Savings: The main benefitis the QCD lowers your taxable income. QCDs are excluded from
your AGI, which can reduce your tax liability.

e Meets RMD Requirement: QCDs count towards your RMD requirements without the
corresponding tax hit.

e Enhancing Charitable Impact: You can give to charity directly from your IRA without having to
write a check or worry about claiming a deduction.

How to Implement a QCD

e Ensure Eligibility: You must be age 70%: or older and the recipient organization must be a
qualified 501(c)(3) charity.

e Direct Transfer: Contact your IRA custodian to initiate the transfer of funds directly to the charity.
This ensures that the donation is processed as a QCD and not subject to income tax.

e Documentation: Keep detailed records of the QCD, including confirmation from the charity and a
record of the transfer from your IRA, for accurate tax reporting. Few custodians report this detail
on your tax forms so you will need to give the QCD details to your tax preparer.

Qualified Charitable Distributions are a powerful tool for retirees who want to support charitable causes
while also managing their tax liability. If you're over 702 and want to give back while reaping tax benefits,
a QCD may be the right strategy for you. Consider consulting with a financial advisor to ensure you're
making the most of your retirement and charitable goals.

Find Other Helpful Topics

Securities offered through Avantax Investment Services®™, Member FINRA, SIPC.
Investment advisory services offered through Avantax Advisory Services™.
Insurance services offered through an Avantax affiliated insurance agency.
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