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The holiday season is a time of giving and reflection. Charitable contributions are a time-honored way of
achieving one’s philanthropic goals while enjoying certain tax benefits along the way. For IRA owners over age
70½, one of the most efficient ways to give is known as the qualified charitable contribution (“QCD”). But look
out. IRA owners who have control over the checkbook need to be aware that the QCD rules come with a trap
for the unwary.
Here’s how a QCD works. Taxpayers over age 70½ are obligated to take required minimum distributions
(“RMDs”) from their IRA accounts each year. Normally, these amounts are included in the owner’s income, and
the owner is entitled to a charitable deduction if he or she donates the RMD to charity. But since an owner’s
charitable contribution deduction is limited by certain provisions in the tax code, the deduction does not fully
offset the reported income.
By contrast, with a QCD, the custodian of an IRA transfers money directly to a charity chosen by the owner.
The amount transferred, up to $100,000 per year, is not included in the IRA owner’s income, and counts
toward his or her RMD for the year. This is a win-win result for the owner and the charity.
Taxpayers with control of their IRA checkbooks need to be careful when writing checks to charities this time
of year. This is because the rules are written such that only the IRA custodian, and not the IRA owner, can
make a QCD. This is contrary to the rules for other types of charitable gifts and can lead to unintended tax
consequences.
For example, assume that an IRA owner mails a check to a charity on December 23 with the intention that the
donation qualify as a QCD and count toward the RMD for the year. The charity deposits the check in its bank
account on January 2, and the IRA custodian transfers the funds from the IRA account to the charity’s bank
account on January 3. Under ordinary charitable deduction rules, the gift would be deemed complete when
the owner mailed the check on December 23. But under the QCD rules, since no action was taken by the
custodian until January 3, the QCD will not be treated as made until the second year. The owner thus failed to
take the required RMD for the first year and will be subject to penalties for failure to do so.
So what can an IRA owner with control of the checkbook do to avoid this result? First, since charities receive a
high volume of donations during the holiday season, it is wise to avoid last-minute gifting to allow for
sufficient processing time. It may also be a good idea to call the charity to obtain its assurances that the check
was received and will be deposited before year-end. In addition, IRA owners with control of the checkbook
may nonetheless wish to consider having the custodian mail the check directly to the charity. Doing so would
cause the QCD to be complete as of the date of the mailing. Taking these precautions can ensure that yearend gifting is accomplished without any unwelcome holiday surprises.
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You’ve heard our thoughts… We’d like to hear yours
The Schneider Downs Our Thoughts On blog exists to create a dialogue on issues that are important to organizations and
individuals. While we enjoy sharing our ideas and insights, we’re especially interested in what you may have to say. If you
have a question or a comment about this article – or any article from the Our Thoughts On blog – we hope you’ll share it
with us. After all, a dialogue is an exchange of ideas, and we’d like to hear from you. Email us at
contactSD@schneiderdowns.com.
Material discussed is meant for informational purposes only, and it is not to be construed as investment, tax, or legal advice.
Please note that individual situations can vary. Therefore, this information should be relied upon when coordinated with
individual professional advice.
© 2019 Schneider Downs. All rights-reserved. All content on this site is property of Schneider Downs unless otherwise noted
and should not be used without written permission.
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The 2019 Form 1040 Facelift
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BY JAMES PAPIANO | 8.20.2019

Next year, taxpayers can expect to see their Form 1040 to be different than the postcard-size Form that
was introduced as a result of the 2017 Tax Cuts ...
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Tax Treatment of Deferred Revenue in a Taxable Stock Acquisition
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BY GARY SLIMAN | 6.1.2016

The general rule under Internal Revenue Code §451 is that an item of income shall be included in gross
income for the taxable year or receipt unless ...
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Have a question? Ask us!
We’d love to hear from you. Drop us a note, and we’ll respond to you as quickly as
possible.
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PITTSBURGH
One PPG Place, Suite 1700
Pittsburgh, PA 15222
contactsd@schneiderdowns.com
p:412.261.3644 f:412.261.4876

COLUMBUS
65 East State Street, Suite 2000
Columbus, OH 43215
contactsd@schneiderdowns.com
p:614.621.4060 f:614.621.4062

WASHINGTON, D.C.
1660 International Drive, Suite 600
McLean, VA 22102
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p:571.380.9003
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Schneider Downs is a Top 60 independent Certified Public Accounting (CPA) firm providing accounting, tax,
audit and business advisory services to public and private companies, not-for-profit organizations and global
companies. We also offer Internal Audit; Technology Consulting; Software Solutions; Personal Financial
Services; Retirement Plan Solutions and Corporate Finance Services. Schneider Downs is the 13th largest
accounting firm in the Mid-Atlantic region and serves individuals and companies in Pennsylvania (PA), Ohio
(OH), West Virginia (WV), New York (NY), Maryland (MD), and additional states in the United States with offices
in Pittsburgh, PA and Columbus, OH.
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