
 
   

 
Qualified Charitable Distributions (QCDs)
Under the new 2018 tax law, when you claim the standard deduction, you get no 
financial benefit for any of your itemized deductions, including your charitable 
donations. However, if you’re taking required minimum distributions (RMDs) from your 
traditional IRA, there’s a smart strategy that will still allow you to obtain a financial 
benefit from your charitable donations.

Using a Qualified Charitable Distributions (QCD) is a tax-savvy strategy that allows you 
to transfer up to $100,000 per year from your IRA directly to a qualified charity. It is only 
available to IRAs and individuals who have reached RMD age (70.5). Any amount 
processed as a QCD counts toward your RMD requirement and reduces the taxable 
amount of your IRA distribution. This lowers both your adjusted gross income and 
taxable income, resulting in a lower overall tax liability. 

So, if a 70-year-old couple, who have an annual RMD between the two of them of 
$24,000, can instead direct $10,000 of it to charity as a QCD, it will reduce their taxable 
income by $10,000 and they still get to claim the same $26,550 standard deduction. In 
this case, if the couple is in the new 24% tax bracket, by using this strategy, they would 
have saved $2,400 in federal taxes alone — and potentially more in state tax savings.

As you can see, there is good reason to perform a QCD if you plan to take the standard 
deduction in 2018, which is why this strategy will likely become commonplace in 2018. 

Currently, your IRA custodian is not required to specially identify the QCD on 
your annual 1099-R form. Because of that, the responsibility is on you to inform 
your tax preparer that you performed a QCD. If you don’t let your preparer know, 
they will likely report this transaction as fully taxable, which would negate the 
benefit of your smart planning.


