
IS YOUR IRA DISTRIBUTION COSTING YOU MORE THAN YOU THINK?
Financial Strategies, News 

Many seniors are hearing the phrase “Qualified Charitable Distribution” or “QCD” from their accountants 
this time of year.  The idea is, if you are over 70½, you can send up to $100,000 directly from your IRA to 
charity.  Likewise, if you are over 72, instead of taking your required distribution from your IRA and 
handling your charitable contributions separately, you merge them together by having up to 
$100,000 sent directly from your IRA to charity.  The amount sent to the charity (the “QCD”) never enters 
into your income and it isn’t deducted on your tax return. 

What’s the big deal?  After all, isn’t it just a wash?  Maybe.  That all depends on a number of other factors, 
primarily your AGI, MAGI and your ABCs.  Just kidding about the ABCs.  AGI is adjusted gross income.  
MAGI is modified adjusted gross income.  For most people over 70½, in 2022, gross income and adjusted 
gross income (“AGI”) will generally be the same, as the adjustments that result in adjusted gross income 
typically don’t apply. Note that your AGI includes any amounts distributed to you from your 
IRA.  Generally, your MAGI is just your AGI modified by any tax-exempt interest you may have. 

Write down what you estimate your AGI will be in 2022, including your required distribution from your IRA.  
Now add any tax-exempt interest you anticipate receiving.  The sum of those two is your estimated MAGI.  
Now write down how much you plan to give to charity this year in cash.  If you plan to make any gifts of 
appreciated assets, write that amount down, too.  Are you expecting any medical expenses?  Write down 
that amount, too.  Now, go through these questions. 

• Will your cash charitable contributions be more than 60% of your AGI? Will your
gifts to charity of appreciated assets exceed 30% of your AGI?  If the answer to
either of these is yes, the amount of your charitable contributions over those
percentages probably couldn’t be deducted in the current year and would have to
be carried forward.

• Will excluding up to $100,000 of your IRA distribution from your AGI bring your
medical deductions to more than 10% of the resulting number? If so, keeping
your IRA distribution out of your income could be the difference in your medical
expenses being deductible or not.
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• Will your IRA distribution put your MAGI over $250,000 if you’re married and filing jointly or
$200,000 if you’re single? If your IRA distribution will put your MAGI over one of these thresholds,
your taxable interest, dividends, net capital gains (except on the portion that’s excluded for income
tax purposes on the sale of a personal residence) and passive investment income will likely ALL
become subject to the ominous NIIT:  The Net Investment Income Tax.  The NIIT makes all of
those items subject to an additional tax of (get ready) the lesser of (a) 3.8%on the total and (b)
3.8% on the extent to which your MAGI exceeds the applicable limit.

Let’s also not forget that if you if you substitute a QCD for up to $100,000 of your RMD (“required 
minimum distribution”), you are reducing your taxable income and still have access to a sizable 
deduction via the standard deduction ($25,900 in 2022 for a married couple filing jointly plus another 
$1,400 for each taxpayer over 65). 

So, is the QCD just a wash?  The answer is still maybe.  The better question is, is the QCD a wash for 
you.  Talk to your CPA and find out.  And if you’re not sure what charity you would like to help, please call 
us at 770-859-2366.  After all, we are all about connecting donors who care with causes that matter.  
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