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For retirees with philanthropic goals, a qualified charitable distribution (QCD) is one of the most 

tax-efficient ways to give. A QCD allows individuals aged 70½ or older to transfer funds directly 

from their individual retirement account (IRA) to a qualified charity—potentially satisfying 

required minimum distributions (RMDs) while avoiding the associated tax burden. 

First introduced under the Pension Protection Act of 2006 and made permanent by the PATH Act 

of 2015, QCDs have become a cornerstone strategy for many tax-aware investors seeking to 

align charitable giving with retirement planning. Below, we explore how QCDs work, their key 

advantages, and the rules governing their use. 

What Is a Qualified Charitable Distribution? 

A qualified charitable distribution is a direct transfer of funds from a traditional IRA to a 

qualified public charity. The amount donated via a QCD is excluded from the donor’s taxable 

income, up to an annual limit of $108,000 per individual. Notably, the donation must go directly 

from the IRA custodian to the charitable organization—personal withdrawals and subsequent 

donations do not qualify. 

QCDs are available only to individuals who have reached age 70½, even though the age for 

required minimum distributions (RMDs) has increased under the SECURE Act (currently age 73 

and rising to 75 by 2033). While QCDs can satisfy RMDs, they are not limited to individuals 

who are currently subject to them. 

Key Benefits of Using QCDs 

The appeal of QCDs lies in their ability to support charitable causes while delivering meaningful 

tax benefits. These include: 

• Reduction in Taxable Income: A QCD is excluded from adjusted gross income (AGI), 

which can lead to a lower overall tax liability. In contrast, a traditional IRA withdrawal 

would be fully taxable and might push the individual into a higher tax bracket. 

• No Need to Itemize: With the standard deduction significantly increased by the Tax Cuts 

and Jobs Act of 2017, fewer taxpayers benefit from itemizing deductions. A QCD enables 

charitable giving to reduce taxable income even if the taxpayer does not itemize. 

• Potential Medicare and Social Security Tax Savings: A lower AGI may reduce 

Medicare surcharges and also minimize the amount of Social Security income subject to 

taxation. 



• RMD Fulfillment Without Taxable Impact: For those already subject to RMDs, QCDs 

can fulfill all or part of the RMD requirement without increasing taxable income. 

Understanding the Rules 

To successfully implement a QCD strategy, several important criteria must be met: 

• Age Requirement: The individual must be at least 70½ years old on the date of the 

distribution—not merely turning 70½ in the calendar year. 

• Eligible Accounts: Only traditional IRAs are eligible for QCDs. SEP and SIMPLE IRAs 

may also qualify, but only if no employer contributions are made during the same year. 

QCDs are not permitted from 401(k)s, 403(b)s, or other employer-sponsored plans. 

• Qualified Charities: Only donations to charities recognized by the Internal Revenue 

Service as 501(c)(3) organizations are eligible. Donor-advised funds, private foundations, 

and supporting organizations do not qualify. 

• Distribution Method: The funds must be transferred directly from the IRA to the charity. 

The check must be made payable to the charitable organization—not the individual 

account holder. 

• Annual Limit: The maximum annual amount is $108,000 per individual, and the limit 

applies to the aggregate of all QCDs made within the calendar year. Previously, QCDs 

were not indexed for inflation and remained at $100,000. However, under Secure Act 2.0, 

QCDs began adjusting for inflation starting in 2024.  

• Documentation: As with any charitable contribution, a written acknowledgment from the 

recipient organization is required, stating that no goods or services were provided in 

return. 

Common Pitfalls to Avoid 

Despite the benefits, QCDs must be executed carefully to ensure compliance and maximize the 

tax advantages. 

• Missed Deadline: QCDs must be completed by December 31 of the tax year in which 

they are to be applied. 

• Incorrect Payee: If the check is made out to the IRA owner, the distribution will be 

treated as a taxable withdrawal—even if it is later donated to charity. 

• Form 1099-R Reporting: IRA custodians report QCDs as regular distributions on Form 

1099-R. It is the taxpayer’s responsibility to report the donation as a QCD on their tax 

return. This requires careful coordination with a tax preparer to avoid an overstatement of 

taxable income. 

Is a QCD Right for You? 

QCDs are particularly effective for individuals who: 



• Are 70½ or older and have charitable intent. 

• Do not itemize deductions. 

• Are seeking to reduce AGI for purposes of Medicare premium calculations or Social 

Security taxation. 

They can also be a valuable estate planning tool, particularly when used to reduce IRA balances 

that may otherwise be heavily taxed by heirs in future years. 

Final Thoughts 

Qualified charitable distributions offer a unique and impactful way for IRA owners to support the 

organizations they care about while enjoying meaningful tax savings. With careful planning, they 

can be integrated into a broader strategy for retirement income, legacy planning, and tax 

efficiency. 

As with any financial decision, it is recommended that individuals consult with their financial 

advisor and tax professional to determine how QCDs fit within their overall plan. When executed 

properly, QCDs are a powerful tool—one that allows generosity to go further, both for the donor 

and the community. 
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