
 

Consider an IRA Charitable Rollover 
If you want a tax break and want to help a non-profit, this may be a good move…  
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Have you ever wanted to make a major charitable gift? Would you like a significant federal tax 
break in acknowledgment of that gift? If so, an IRA charitable rollover may be a good financial 
step to take. 
   
If you are age 70½ or older and have one or more traditional IRAs, you may want to explore the 
potential of this tax provision, first introduced in 2006 and recently made permanent by 
Congress. In the language of federal tax law, it is called a Qualified Charitable Distribution (QCD) 
– a direct transfer of up to $100,000 from the IRA to a qualified charity.1,2 
   
An IRA charitable rollover may help you lower your adjusted gross income. That may be a goal 
in your tax strategy, especially if your AGI is large enough to position you for increased 
Medicare premiums, greater taxation of your Social Security benefits, or exposure to the 3.8% 
investment income tax and the 0.9% Medicare surtax. If your AGI passes a certain threshold, 
you also lose the ability to itemize deductions.2 
   
Up to $100,000 may be excluded from your gross income in the year in which you make the 
gift. The gifted amount also counts toward your Required Minimum Distribution (RMD).1,2 

   
By the way, this $100,000 annual QCD limit is per individual. If you are married, you and your 
spouse may gift up to $200,000 in a year through IRA charitable rollovers. Imagine lowering 
your household’s AGI by as much as $200,000 in a tax year.2 

   
A QCD will not afford you an opportunity for a charitable deduction. That would amount to a 
double benefit for the taxpayer making the gift, which is not something federal tax law allows.3 
   
You need not be rich to do this. When many people first learn about the IRA charitable 
rollover, they think it is only for multi-millionaires. That is a misconception. Even if you do not 
think of yourself as wealthy, a QCD could prove a significant element in your tax strategy.  
    
How does it work? Logistically speaking, an IRA charitable rollover is a trustee-to-trustee 
transfer: the IRA owner does not take possession of the money as the gift is arranged. Rather, 
the custodian or trustee overseeing the IRA writes a check for the amount of the gift payable to 
the charity. It is a direct transfer of funds, not a withdrawal.2  
   
An IRA owner must be age 70½ or older to do this, and he or she must be the original owner of 
the IRA (an inherited IRA may not be used). The gifted assets must come from an IRA (or 

 



 

multiple IRAs) subject to RMD rules. SEPs and SIMPLE IRAs are ineligible if an employer 
contribution has been made for the particular year.4,5 
     
Can you gift appreciated securities as well as cash? You can. Securities held within an IRA may 
be directly transferred from an IRA to a qualified charity in a QCD. You can claim an income tax 
deduction for the full fair market value of those securities.4,5  
   
The charity or non-profit involved must pass muster with the IRS. It must be an entity that 
qualifies for a charitable income tax deduction of an individual taxpayer, and it cannot be a 
donor-advised fund, a private foundation that makes grants, or a supporting organization under 
Internal Revenue Code Section 509(a)(3). The charity must provide you with a letter of 
acknowledgement denoting that you received no goods, services, or benefits of any kind in 
exchange for your gift, and that you shall not receive any in the future as a consequence of your 
gift. If that letter is not quickly sent to you, be firm in requesting it.4,5 
   
In case you are wondering, you can actually contribute more than your IRA RMD amount for a 
particular year through an IRA charitable rollover, as long as the gifted amount does not exceed 
$100,000. If you pledge a donation to a qualified charity or non-profit, an IRA charitable rollover 
can be used to satisfy your pledge.5 
   
This tax break has been a boon to charities and IRA owners alike. Correctly performed, a 
charitable IRA rollover may help to lessen tax issues while benefiting qualified non-profit 
organizations.  
     
Joseph may be reached at (517) 332-3520 or jomole@sigmarep.com. 
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