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SECURE 2.0 Makes It Easier to Give
and Receive
They say it’s better to give than to receive, but doing both while
reducing your income tax liability may be appealing. The
SECURE 2.0 Act, included in the federal spending bill passed in
late 2022, created two new giving opportunities that could do
just that.

The new provision modifies the rules for qualified charitable distributions
(QCDs), which allow a taxpayer who is age 70½ or older to contribute up to
$100,000 annually — indexed for inflation — from a traditional IRA to a
qualified public charity. The limit is $105,000 in 2024. While the contribution is
not tax-deductible, the distribution — which would normally be subject to
ordinary income tax — is not taxable. And the QCD can satisfy all or part of
your required minimum distribution, which might otherwise increase your
taxable income.

Under the new rules, up to $50,000 of one year’s QCD limit — also indexed for
inflation — can be used to fund a charitable gift annuity (CGA) or a charitable
remainder trust (CRT), either of which could provide a lifetime income in return
for the gift. The limit is $53,000 in 2024. The option can only be used once in
your lifetime, but multiple gifts can be made in the same year, up to the
lifetime limit. Your spouse can also use the lifetime limit, so a couple could
make up to a $106,000 bequest in 2024.

Charitable gift annuity



A charitable gift annuity is a contract between you and a charitable
organization that generally guarantees a fixed payment in return for the
bequest. Payments can be made monthly, quarterly, semiannually, or annually,
and extend for the lifetime of the beneficiary(ies). These annuities are not new,
but they previously could not be funded from an IRA. CGAs are commonly
offered by colleges and universities, as well as by many other organizations.

Charitable remainder trust
When you place assets in a charitable remainder trust, you designate an
income beneficiary or beneficiaries to receive specified payments for a term of
up to 20 years or for the lifetime of the beneficiary(ies). Income payments must
be made at least once a year and may be fixed or variable depending on the
type of CRT. Upon the end of the term or the death of the beneficiary(ies), the
assets in the trust go to the charity.

Potential Payouts
These are sample annual payouts for one individual from a $50,000 gift
annuity, based on suggested 2023 maximum rates from the American Council
on Gift Annuities. Actual payouts may differ, and rates can change with
economic conditions. Payouts for two people depend on both ages.
 

Source: American Council on Gift Annuities, 2023

Rules for the QCD opportunity
Funding a CGA or CRT from sources outside your IRA has more flexible rules.
For example, you can gift highly appreciated assets such as stocks — which
could have other tax benefits — and you can designate a beneficiary other
than you or your spouse. For the QCD option, the funds must be distributed
directly from the IRA trustee to the CGA or CRT, and the beneficiary(ies) must
be you or you and your spouse. Here are some other key points.

The minimum payout rate is 5%. The CRT maximum rate is
generally 50%; maximum CGA rates generally target a residual
value of at least 50%. Payouts must begin less than one year after
making the bequest.



Although the contribution is not tax-deductible, it must pass the
10% test for tax-deductible contributions, meaning the charitable
value must be more than 10% of the contribution.
All payments are taxable at the recipient’s ordinary income tax
rate.
Only a new CRT can be funded by the QCD option, and a QCD-
funded CRT cannot receive other funding from the IRA or other
donated assets.

Although payments from a CGA or CRT are guaranteed under the terms of the
contract, the guarantee depends on the strength of the charitable
organization. If you choose to fund a CRT, keep in mind that the use of trusts
involves a complex web of tax rules and regulations, and there are initial costs
and ongoing expenses. You should consider the counsel of experienced estate
planning, legal, and tax professionals before implementing trust strategies or
funding a gift annuity.

This information is not intended as tax, legal, investment, or retirement advice or
recommendations, and it may not be relied on for the purpose of avoiding any federal tax
penalties. You are encouraged to seek guidance from an independent tax or legal
professional. The content is derived from sources believed to be accurate. Neither the
information presented nor any opinion expressed constitutes a solicitation for the purchase
or sale of any security. This material was written and prepared by Broadridge Advisor
Solutions. © 2024 Broadridge Financial Solutions, Inc.
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