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The new tax law has made permanent, at least for now, the qualified charitable distributions. If you
make or anticipate making donations to charities in the future, it is important that you take the time
to read this memo in its entirety. I encourage you to call or email us with any questions you may
have.

With one exception, which I will cover later in this memo, I have not found a situation where a
taxpayer would not be better off taking advantage of this opportunity. The opportunity I am
referring to is to pay all qualifying charitable donations (QCD’s) out of your IRA Required
Minimum Distributions (RMD’s). A QCD must meet all of the following requirements:

• It must be distributed from an IRA after the IRA owner is age 70 ½.
• It must meet the normal tax law requirements for a charitable donation. You cannot receive

any personal benefit such as free gifts or tickets to attend an event. No de minimis
exceptions are permitted.

• It must be a distribution that would otherwise be taxable. It should not be out of a Roth IRA.
• If you inherited an IRA, you can do a QCD as long as you are at least age 70 ½.

The one exception I mentioned earlier is not to make any AZ tax credit donations out of your IRA.
Because an AZ tax credit donation provides a personal tax benefit (reduction of your AZ tax
liability), these donations cannot be made as a QCD. If you choose to pay an AZ tax credit donation
as a QCD, you may not treat the payment as an AZ tax credit.

There are a few practical considerations. In order to make a QCD, you will need to work with your
IRA custodian. Generally speaking, this means talk to your investment advisor where your IRA is
held. Inform your broker that you wish to make donations out of your IRA RMD’s. Your broker
will likely require you to provide all information in writing and authorize them to replace a portion
of your RMD’s as a donation. Your broker will then prepare a check to the broker and mail direct to
the charity.

If you are used to paying weekly or monthly donations to a church or synagogue, you will need to
replace this with one check for the entire year as a courtesy to your broker. If you have already
made all donations you were interested in paying this year, then utilize this strategy for your 2019



donations.

For those of you interested in details as to why this strategy is advantageous to you, please read on.

• QCD’s reduce your Adjusted Gross Income (AGI). This gives the absolute best deduction.
Side benefits may include more of your social security income could be exempt from tax,
rental losses could avoid being suspended and a possible reduction of the 3.8% net
investment income tax.

• QCD’s are not subject to the new rule that charitable donations cannot exceed 60% of your
AGI.

• QCD’s ALWAYS provide a tax benefit while normal charitable donations may not. The
new tax law almost doubled the standard deduction. A taxpayer only benefits from a normal
charitable donation if a taxpayer itemizes deductions. Fewer taxpayers will itemize under
the new tax law.

• A QCD from a traditional IRA counts as a required minimum distribution (RMD).
• If you have previously made non-deductible contributions to your IRA, the QCD’s are

treated as being paid out of the taxable portion of your IRA. This is a great benefit the IRS
has allowed.

• QCD’s help to reduce your taxable estate. Since the new estate exemption is approximately
$ 11.18 million, this may not be a large benefit for most of our clients at this time. For a few
of our clients, this is a huge benefit.

Generally speaking, we do not see any benefit of paying a QCD out of a Roth IRA account. Bear in
mind, Roth IRA’s do not have RMD’s until the owner is deceased and are not taxable as long as
you have held the Roth for more than five years.

Please feel free to contact us if you have any questions. Feel free to share this memo with your
financial advisor or any friends over age 70 ½ who may not aware of this opportunity.

Our advice is based on facts, assumptions and representations as stated and authorities that
are subject to change. We will not update our advice for subsequent legislation or
administrative changes or future judicial interpretations.


