FREQUENTLY ASKED QUESTIONS

What is a required minimum distribution? A required minimum distribution, also
known as an RMD, is the minimum amount by law that the owner of a traditional
IRA (Individual Retirement Account) must withdraw from his or her traditional IRA
in a year once the individual is 72 years of age or older. The required minimum
distribution amount is calculated based on specific federal tax rules.

What is a qualified charitable distribution? A Qualified Charitable Distribution
(QCD) is a distribution from a traditional IRA owned by an individual who is age
70% or older that is paid directly from the IRA to a qualified charity and the
owner pays no tax on the gift.

Can a qualified charitable distribution satisfy my required minimum distribution
from an IRA? Yes. Your qualified charitable distributions can satisfy all or part of
the amount of your required minimum distribution from your IRA.

Can | transfer funds from my IRA to another financial account of mine and then
write a check to charity? No. Doing this would eliminate the tax-free treatment of
the contribution and would cause the amount distributed to be included in your
taxable income. The Qualified Minimum Distribution must be paid directly from the
financial firm managing the IRA to the charity and not to the IRA account holder.

Can | take a tax deduction for the amount given through a qualified charitable
distribution? No, you cannot take a tax deduction for the amount given via a
qualified charitable donation; but remember, that amount is not a taxable
distribution to the IRA owner. Note: If you claim the income tax standard
deduction, you won't be allowed to itemize things like charitable donations.

Who can make a qualified charitable distribution? An individual donor can
contribute up to $100,000 per year in QCDs, as long as that individual is 70 %
years old or older. For married couples, each spouse can make QCDs up to the
$100,000 limit for a potential total of $200,000.

Can | give my 401() RMD to charity? No. You can only make the tax-free
transfer from an IRA, not from a 401(k). You can convert your 401(k), 403(b), 457
(b), active SEPs or SIMPLE IRAs to an IRA. See your investment advisor.

So which is better: the tax-free transfer or the charitable deduction? If you make
a tax-free transfer from your IRA to charity, you cant also deduct that money as
a charitable contribution. But the tax-free transfer could give you extra benefits.
You dont need to itemize your deductions to get a tax benefit from the gift
(many people who no longer have a mortgage don’t itemize their deductions).
Making the tax-free transfer also keeps the money out of your adjusted gross
income. That could help you avoid the Medicare high-income surcharge, which
boosts your Part B and Part D premiums if your AGl is more than $85,000 if
single or $170,000 if married filing jointly. Keeping the money out of your AGI
could also make less of your Social Security benefits taxable.
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A TAX-SAVING WAY TO HELP SUPPORT LCR

If you are over age 70 % and have a traditional IRA, you can use a
special IRA distribution method called a Qualified Charitable
Distribution (QCD) to make a charitable gift to the Lutheran Church
of the Resurrection or another qualified charity. The gift comes
directly from your IRA with no tax liability.

BENEFITS OF TAKING A

QUALIFIED CHARITABLE DISTRIBUTION (QCD)

At age 72 (it was age 70 % prior to January 1, 2020), the IRS
requires you to take IRA withdrawals in statutorily-mandated, annual
increments known as "Required Minimum Distributions” (RMDs).
What's wrong with that? RMDs are taxed as ordinary income and
more taxable income may push you into a higher tax bracket, which
can lead to adverse impacts, including effects on your Social
Security income and your potential exposure to the Medicare high-
income surtax. Under the existing tax rules, approximately two-thirds
of tax filers use the standard deduction and are only able to claim
a $300 deduction for their charitable contributions. There is now
incentives to withdraw funds from an IRA, because excluding an
amount from one’s income is the equivalent of claiming a tax
deduction. Tax filers that do itemize deductions may also see tax
savings. See your tax advisor for more information.

REAL LIFE EXAMPLE

Faye, age 72, wants to make a contribution to LCR. She

has $500,000 in her IRA and she wants the contribution to be
$19,531. Her RMD is $19,531. She can authorize the administrator
of her IRA to transfer the full RMD to the church. Since the QCD is
excluded from income, Faye will not be eligible for a charitable
income tax deduction, but she will still receive tax savings. The
$19,531 distributed to her church will be counted toward her annual
minimum required distribution and she will not pay income tax on
the amount given. Faye also avoided the Medicare high-income
surtax. (Note: If Faye uses the income tax standard deduction rather
than itemizing deductions, she could only deduct $300 in charitable
gifts.)
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HoOw TO SET UP A
QUALIFIED CHARITABLE DISTRIBUTION

Contact your IRA provider and let them know you want to make a gift.

e For a QCD to count toward your current year's RMD, it must
be made before the end of the calendar year.

e The funds must be paid directly to the church or qualified
charity, or the distribution check must be made out in the
charity’s name.

e An individual can donate up to $100,000 annually from his or
her IRA. Married taxpayers can donate up to $200,000.

® QCDs are only available from traditional IRAs or from inherited
IRAs.

Payments can be sent directly to the Lutheran Church of the
Resurrection from the IRA provider. Your financial advisor or IRA
provider will need the following information:

Lutheran Church of the Resurrection
3500 29th Ave.; Marion, IA 52302
Federal Tax ID #: 42-6063546

All topics in this brochure should be discussed with your financial advisor.



