New Tax Saving Opportunity for donors age 70½ who have IRA’s.

In August of 2006, President Bush signed into law new tax incentives for charitable giving. The Pension Protection Act of 2006 encourages gifts to support the many wonderful charities and ministries across our land. 

Under the provisions of this new law, funds from an IRA may be directly rolled over to a qualified charity free of income tax obligations to the donor. Prior to the law, donors who took a distribution from an IRA would have to report it as income, make the gift and then take a deduction for the gift if they could itemize. Fortunately, this new law allows direct giving from an IRA, in any amount up to $100,000 if made by December 31st of  2007.

Not only does this provide a simpler and more tax efficient way to give, but your giving is enhanced by not having to take the distribution as income. For example, prior to this legislation if you’d made a pledge or wanted to make a gift to your church or favorite ministry in the amount of $5,000.00 and you were in the 25% tax bracket, you had to take the $5,000 as a taxable distribution, pay $1,250.00 in income tax on the distribution, then make the gift and claim a deduction. Now, donors can make a direct distribution bypassing the income taxation. 
If you are 70 ½ and interested in a lifetime gift this recap may be for you;

Give 100% of a pre-tax direct rollover to a favorite ministry

Avoid deferred taxes on the amount you give

Move assets out of your estate and save on possible estate taxes

Jim Schade (605 940 2363) or Kurt Osborne (605 940 7524) of Lutheran Planned Giving of SD is available to help answer questions or process a gift. In addition to their assistance, it is recommended you visit with your tax advisors when contemplating any gift.
