Donor Advised Fund Vs Qualified Charitable Distribution

A donor advised fund is generally best when the donor wants an immediate charitable
deduction, flexibility over grant timing, and the ability to contribute appreciated assets; a
qualified charitable distribution is generally best for an IRA owner age 70% or older who
wants to give directly from an IRA, reduce AGI, and avoid needing to itemize, and it can be
especially useful for taxpayers age 73 or older whose QCDs may also satisfy lifetime RMDs.
Inherited IRAs and inherited defined contribution accounts may have separate post-death
RMD obligations, regardless of the beneficiary’s own lifetime RMD age.

Feature

Donor advised fund (DAF)

Qualified charitable distribution
(QCD)

Basic structure

The donor contributes to a
separately identified fund owned
and controlled by a sponsoring
charity, while retaining only
nonbinding advisory privileges
over investments or grants

The IRA trustee transfers funds
directly to an eligible charity, and the
qualifying amount is excluded from
the IRA owner’s gross income.

Age / RMD No special age requirement QCD eligibility begins at age 70%2
interaction applies to making a deductible under IRC §408(d)(8). Lifetime
DAF contribution under IRC §170, | RMDs generally begin at age 73 for
assuming the contribution taxpayers reaching age 73 before
otherwise qualifies. 2033 under IRC §401(a)(9)(C)(v), so
QCD eligibility can begin before
lifetime RMDs. Inherited IRAs and
inherited defined contribution
accounts follow separate post-death
RMD rules.
Eligible donor | No special age requirement The IRA owner must be at least age
applies to making a deductible 70% on the date of the direct
DAF contribution, assuming the transfer.
contribution otherwise qualifies.
Tax benefit The donor generally claims a The donor excludes the QCD from
charitable contribution deduction | gross income but receives no
when the contribution is made to | charitable contribution deduction.
the DAF, even if grants to
operating charities occur later.
AGI impact A DAF deduction reduces taxable | A QCD can be more valuable than an

income only if the taxpayer
itemizes and is subject to IRC
§170 percentage limitations.

itemized deduction because the
excluded amount never enters AG],
which may reduce AGI-based effects
such as taxable Social Security, Net




Qualified charitable distribution

Feature Donor advised fund (DAF) (QCD)
Investment Income Tax exposure, or
other phaseouts.
RMD A DAF contribution does not A QCD counts toward satisfying the
treatment satisfy an IRA required minimum | IRA owner’s RMD, even though the

distribution.

qualifying amount is excluded from
income.

Annual limits

Cash contributions to DAFs
generally follow public-charity
rules and may qualify for the
60%-0f-AGI limit under IRC
§170(b)(1)(G); long-term
appreciated property is generally
subject to a 30%-of-AGI limit, with
a five-year carryforward under
IRC §170(d)(1).

QCDs are limited under IRC
§408(d)(8)(A); the statutory
$100,000 limit is inflation-adjusted
after 2023 under IRC §408(d)(8)(G),
and the limit is $111,000 for 2026.

Appreciated A DAF is often attractive for A QCD must come from an IRA
assets appreciated publicly traded distribution and is not a tool for
securities because the donor may | donating appreciated securities
deduct fair market value, subject directly.
to the 30%-of-AGI limitation, and
avoid capital gain on the
appreciation.
Timing and A DAF allows “bunching” several | A QCD generally requires the IRA
control years of giving into one deduction | trustee to transfer the amount
year while recommending grants | directly to the charity in the year the
to charities over time. exclusion is desired.
Eligible A DAF contribution must be made | A QCD must go directly to an IRC
recipients to a qualifying sponsoring §170(b)(1)(A) charity and cannot go
organization, and the sponsor to an IRC §509(a)(3) supporting
must have exclusive legal control | organization or an IRC §4966(d)(2)
over the contributed assets. donor advised fund.
Substantiation | A DAF deduction requires a A QCD must satisfy IRC §170(f)(8)

contemporaneous written
acknowledgment from the
sponsoring organization stating
that the organization has
exclusive legal control over the
contributed assets, in addition to
general IRC §170(f) substantiation
rules.

substantiation, and if the donor
receives a quid pro quo benefit or
lacks adequate substantiation, the
QCD exclusion is unavailable for the
distribution.




Pros and cons

Option

Pros

Cons

Donor
advised fund

Immediate deduction when
funded; useful for bunching
charitable deductions; can accept
appreciated securities; allows
grants to be recommended later;
may allow investment growth
before grants are made.

Benefit depends on itemizing and IRC
§170 limits; donor cannot retain legal
control; substantiation is required;
grants or benefits that confer more-
than-incidental benefits can trigger
DAF excise tax issues under IRC §4967.

Qualified
charitable
distribution

Excludes otherwise taxable IRA
income from AGI; can satisfy
RMDs; useful for nonitemizers;
not subject to IRC §170(b)
percentage limits for purposes of
determining whether the
transfer qualifies.

Available only to IRA owners age 707
or older; must be a direct IRA trustee-
to-charity transfer; cannot be made to a
DAF; no charitable deduction is
allowed; the exclusion can be reduced
by deductible IRA contributions made
after age 70% under IRC
§408(d)(8)(A).

Practical takeaway

For a donor who is under age 707, wants to donate appreciated securities, or wants to
bunch deductions while spreading grants over later years, a DAF is usually the more
flexible tool. For a donor age 70% or older with taxable IRA assets—especially one taking
RMDs or not itemizing—a QCD is often more tax-efficient because it excludes the amount
from AGI rather than creating an itemized deduction.

In 2026, the standard deduction is $18,150 for a single taxpayer age 73 or older and
$35,500 for a married couple filing jointly when both spouses are age 73 or older. Because
these higher standard deduction amounts may prevent smaller charitable gifts from
producing an incremental itemized deduction, a qualified charitable distribution may be
more tax-efficient for IRA owners who are eligible to make QCDs, particularly those subject
to lifetime RMDs. QCD eligibility begins at age 70%2, while lifetime RMDs generally begin at
age 73 for taxpayers reaching that age before 2033. Inherited IRAs and inherited defined
contribution accounts may have separate post-death RMD rules.
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