What You Should Know About Your Annual RMD
Each year, as clients begin planning their Required Minimum Distributions (RMDs), we often are asked questions about charitable contributions they make. Many people assume they can direct their RMD to a donor-advised fund at their local community foundation and receive the same tax benefits as a Qualified Charitable Distribution (QCD). Unfortunately, that's not how the IRS rules work.
Because this question comes up so often, we wanted to share a simple explanation to help clarify the distinction. Understanding which charitable organizations qualify and why donor-advised funds are treated differently can help you avoid costly mistakes and ensure your charitable giving aligns with both your philanthropic goals and current tax regulations.
Why You Can't Direct Your RMD to a Donor-Advised Fund
As RMD season approaches, many retirees look for tax-efficient ways to support the charities they care about. One of the most valuable giving strategies available is the Qualified Charitable Distribution (QCD), but there is an important rule that often causes confusion:
A Qualified Charitable Distribution cannot be made to a donor-advised fund (DAF).
Understanding why can help you make the most of your charitable giving while avoiding unintended tax consequences.
What Is a Qualified Charitable Distribution?
A QCD allows individuals who meet the IRS age requirements to transfer funds directly from their IRA to an eligible charitable organization. When done correctly, the distribution counts toward satisfying your RMD for the year and is excluded from your taxable income, subject to IRS limits.
For many retirees, this provides a significant tax advantage because the amount distributed through a QCD is not included in adjusted gross income, which may help reduce the taxation of Social Security benefits, Medicare premium surcharges, and other income-based calculations.
Why Donor-Advised Funds Are Not Eligible
Although donor-advised funds are administered by charitable organizations, the IRS does not consider them qualified recipients for a QCD. The reason is that a donor-advised fund allows the donor to retain advisory privileges over how and when grants are made to operating charities. In other words, you can recommend future distributions to multiple charities over time.
QCDs are intended to provide an immediate benefit to an operating charity, rather than allowing funds to be placed into an account where the donor continues to advise future charitable giving. Because of this distinction, distributions from an IRA to a donor-advised fund do not qualify as QCDs and therefore cannot be used to satisfy an RMD on a tax-free basis.
What Charities Can Receive an RMD Through a QCD?
An RMD can be transferred directly from your IRA to many public charities that qualify as 501(c)(3) organizations, including:
· Churches
· Educational institutions
· Hospitals
· Food banks
· Animal welfare organizations
· Local nonprofit organizations
· Many private nonprofit charities
· Community foundations when the gift is made directly to an eligible charitable fund or program and not to a donor-advised fund
The key requirement is that the organization must be an eligible charitable recipient under the IRS rules governing QCDs.
What About Community Foundations?
This is another area where confusion often arises. Many community foundations are public charities under Section 501(c)(3). However, if your contribution is made to establish or add to a donor-advised fund at the community foundation, it is not eligible as a QCD.
The issue is not that the organization is a community foundation. The issue is that the gift is being made to a donor-advised fund rather than directly to a charitable program or fund that qualifies under IRS rules. Some community foundations administer unrestricted charitable funds, designated funds, scholarship funds, or field-of-interest funds that may be eligible recipients, while donor-advised funds are specifically excluded.
The Washington County Community Foundation is an eligible recipient of QCDs when gifts are made directly to the Foundation rather than to a donor-advised fund. QCDs received by the Foundation help support the grants and scholarships we award throughout our community, allowing donors to make a lasting local impact while potentially receiving the tax advantages available under current IRS rules.
The Bottom Line
If you want your RMD to reduce your taxable income through a QCD, the funds must be sent directly from your IRA to an eligible charitable organization.
A donor-advised fund, even one sponsored by a respected community foundation, is not an eligible destination for a QCD. However, making a direct Qualified Charitable Distribution to our Foundation is an excellent way to support the charitable work of our community. Gifts made through QCDs help fund the grants and scholarships the Foundation awards each year, creating a meaningful impact for local nonprofits, students, and community initiatives.
Before making any charitable distribution from your IRA, consult your financial advisor or tax professional to ensure the transfer is structured correctly and complies with current IRS rules. A little planning can help maximize both your charitable impact and your tax benefits.

