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zero tax consequences. And the new law makes this tax break permanent, so you
can now incorporate this strategy into your clients’ long-term plans.
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[The new “extenders law” enacted late in 2015 retains several key tax provisions and
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nds directly from an IRA to a qualified
“charitable rollover” is limited to $100,000 per individual year ($200,000 for a

married couple). Although you don’t qualify for a tax deduction for your generosity,

charitab eorganlzatlon.T 1S SO-called

you aren’t taxed on the distribution like you would normally be, either. It’s a virtual

tax “wash.”

But there could be other side benefits to the deal. For example, other tax law
provisions might limit a client’s charitable deduction. Also, this technique may
effectively reduce the tax owed on Social Security benefits while lowing your

adjusted gross income (AGI) for other tax purposes.

Itis important for the distribution to go directly from the IRA trustee to the
charitable organization. Therefore, you can’t use the funds briefly and then transfer
the cash to the charity. You can never touch the money.

In addition, the contribution must otherwise qualify as a tax-deductible charitable
donation. For instance, if the deduction would be would have been disallowed due to
inadequate substantiation or it would be reduced because you are receiving a taxable

benefitin return, the tax exclusion doesn’t apply to any part of the IRA distribution.

The charitable rollover technically expired at the end of 2014 along with dozens of
others tax provisions. But now the PATH Act has restored the tax break, retroactive to

January 1, 2015, and preserves it permanently going forward.

Note, however, that this maneuver won’t absolve clients of making “required
minimum distributions” (RMDs) from their IRAs. After you turn age 702, you must
take annual RMDS from your traditional IRAs annually based on your life expectancy
and the balance in your accounts at the end of the previous year. The charitable

rollover won’t get you off the hook for an RMD.
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The PATH Act includes several other permanent tax breaks relating to charity,

Hello. It looks like you’re using an ad blocker that may prevent our website from

working properly. To receive the best experience possible, please make sure any blockers

are switched off and refresh the page.

If you have any questions or need help you can email us

PA Practice Advisor 1s registered w1 3 Accountancy
(NASBA) as a sponsor of continuing professional education on the National Registry of CPE

Sponsors.

© 2024 Firmworks, LLC. All rights reserved


https://www.cpapracticeadvisor.com/section/income-tax/
mailto:info@cpapracticeadvisor.com

