
How To Make A Gift To Fair Oaks 
Presbyterian Church

   FROM YOUR INDIVIDUAL RETIREMENT ACCOUNT

You can make a  char i table  
g i f t  f rom your  IRA to Fair  
Oaks Presbyter ian Church 
e i ther  dur ing your  l i fe t ime or  
as a  bequest  at  death.  
An IRA can be a  very 
at t ract ive source for  making 
a  char i table  g i f t  s ince 
distr ibut ions f rom an IRA are  
usual ly  taxable. 1  The income 
tax st ing can be e l iminated 
dur ing your  l i fe t ime wi th  an 
of fset t ing char i table  income 
tax deduct ion.  Upon a  
person’s  death,  i t  is  possible  
to  structure a  char i table  
bequest  in  such a  way that  
the taxable  IRA payments are  
made direct ly  to  the Church 
so nei ther  the estate  nor  the 
heirs  wi l l  have to  report  any 
taxable  income from the IRA 
distr ibut ions .

A bequest of  your IRA 
assets to the Church 
avoids al l  estate and 
income taxes.

An IRA is subject  to both 
federal  income and estate 
taxes that  could reach 
nearly 65% !

1  T h e  o n l y  e x c e p t i o n s  a r e  
d i s t r i b u t i o n s  f r o m  a  R o t h  I R A ,  w h i c h  
a r e  u s u a l l y  t a x - f r e e ,  a n d  
d i s t r i b u t i o n s  o f  n o n d e d u c t i b l e  
c o n t r i b u t i o n s  t h a t  w e r e  m a d e  t o  a  
c o n v e n t i o n a l  I R A

Making a Gift  From Your IRA During Your Life
You can make a char i tab le  g i f t  f rom an IRA to Fa i r  Oaks Presby ter ian  
Church dur ing  your  l i f e t ime,  and obta in  a  tax  benef i t .  Here is  how i t  works .  
Any d is t r ibu t ion  f rom your  IRA—even i f  i t  i s  pa id  d i rec t ly  to  a  f r iend  or  a  
char i tab le  organ iza t ion  ra ther  than to  you—wi l l  t r igger  taxab le  income to  
you in  the  year  o f  d is t r ibu t ion .  Under  cur ren t  law,  a  person cannot  make a  
g i f t  f rom an IRA dur ing  h is  o r  her  l i fe t ime w i thout  repor t ing  the  d is t r ibu t ion  
as  taxab le  income on h is  or  her  income tax  re turn .  The advantage o f  mak ing  
a g i f t  to  Fa i r  Oaks Presbyter ian Church,  though,  i s  tha t  there w i l l  be an  
o f fse t t ing  char i tab le  income tax  deduct ion so tha t  v i r tua l ly  no tax  w i l l  be 
due f rom the d is t r ibu t ion .  In  the  year  you make the g i f t ,  the  char i tab le  
deduct ion is  l im i ted  to  50 percent  o f  your  ad jus ted gross income.  You can ,  
however ,  car ry  i t  over  for  f i ve  add i t iona l  years  i f  necessary .  To make the  
g i f t ,  reques t  a  d is t r ibu t ion  f rom your  IRA a f te r  you  have  reached age  59  1 /2  
(no 10% IRS tax  penal ty )  and d i rec t  your  IRA admin is t ra tor  to  make a 
d is t r ibu t ion  d i rec t ly  to  the  Church on your  beha l f .

Bequest of Your IRA To The Church
An IRA can  be  one  o f  the  bes t  asse ts  to  use  fo r  a  char i tab le  beques t .  Wh i le  
normal ly  an inher i tance is  exempt  f rom income tax ,  d is t r ibu t ions  f rom an  
inher i ted  IRA to  the  bene f i c ia ry  a re  usua l l y  fu l l y  taxab le .  The  payments  a re  
c lass i f ied  as “ income in  respect  o f  a  decedent ”  ( IRD) .  IRD is  the  except ion  
to  the  ru le  tha t  most  inher i tances are  exempt  f rom the income tax .

I f  you are p lann ing to  make a char i tab le  bequest ,  you should  cons ider  
leav ing  the  taxab le  IRA asse ts  to  the  Church  so  your  fami ly  and  f r iends  w i l l  
rece ive  more o f  the  o ther  tax- f ree  assets  (e .g . ,  cash,  s tock  and rea l  
es ta te) .  The Church  w i l l  no t  be  worse o f f .  I t  i s  tax-exempt  and w i l l  be ab le  
to  keep  the  fu l l  amount  o f  every  IRA d is t r ibu t ion  w i thou t  pay ing  any  income 
taxes.

Estate Taxes and Your IRA
Whereas the  h ighest  cur rent  es ta te  tax  ra te  is  45 percent ,  inher i ted  IRAs  
a re  sub jec t  to  an  even  h igher  tax  ra te  because  each  d is t r ibu t ion  w i l l  t r i gger  
an income tax  l iab i l i t y .  For  most  taxab le  es ta tes  over  $3 mi l l i on ,  the  
combinat ion  o f  federa l  income and es ta te  tax  ra tes on IRA assets  exceeds  
60  percen t .  I f  your  s ta te  has  an  income tax ,  those  asse ts  cou ld  be  fac ing  a  
to ta l  tax  ra te  o f  near ly  65  percent !  

A  bequest  o f  your  IRA assets  to  the  Church avo ids  a l l  es ta te  and income 
taxes.  The Church w i l l  keep 100 percent  o f  the  IRA assets .   



Your wi l l  does not govern
your IRA so name Fair  
Oaks Presbyter ian Church 
as the benef ic iary on your 
IRA benef ic iary 
designat ion forms.

How does th i s  work? F i rs t ,  your  es ta te  w i l l  be ab le  to  c la im a char i tab le  
es ta te  tax  deduct ion s ince the  IRA wi l l  be t ransfer red to  the  Church.  
Second,  i f  you name the Church as  the  benef ic ia ry on the  IRA forms and i f  
the  IRA is  d is t r ibu ted d i rec t ly  to  the  Church a f te r  your  death ,  then ne i ther  
your  es ta te  nor  your  he i rs  w i l l  have to  repor t  any taxab le  income f rom the 
d is t r ibu t ion !  Ins tead,  the  Church w i l l  have to  repor t  the  income.  Th is  leads  
to  the  th i rd  po in t :   S ince the  organ izat ion is  tax-exempt ,  i t  w i l l  no t  have to  
pay any  income tax  when i t  rece ives  the  d is t r ibu t ion .  Thus,  ins tead o f  
hav ing the  government  dec ide  how to  spend near ly  70 percent  o f  your  IRA  
assets ,  you can app ly  100 percent  o f  those assets  to  the  Church to  cont inue 
and expand i ts  miss ion.

How to Make a Charitable Bequest of An IRA
The best  way to  make a char i tab le  bequest  o f  your  IRA assets  is  to  name 
Fai r  Oaks Presbyter ian Church as the  benef ic ia ry  on  your  IRA benef ic ia ry  
des ignat ion fo rms.  P lease note :   Your  w i l l  does not  govern your  IRA.  An 
IRA is  a  separate t rus t  or  cus tod ia l  account  tha t  usua l ly  passes outs ide o f  
probate .  The most  impor tant  document ,  there fore ,  i s  the  benef ic ia ry  
des ignat ion fo rm you rece ive f rom the IRA admin is t ra tor .  I f  you would  l i ke  
to  leave some o f  your  assets  to  the  Church and the rest  to  o ther  peop le ,  
such as fami ly  members or  f r iends ,  then ext ra  s teps  may be adv isab le  and  
your  shou ld  consu l t  your  IRA admin is t ra tor  to  f ind  out  what  those s teps are .

I t  i s  impor tan t  to  consu l t  w i th  a  lawyer  or  o ther  p ro fess iona l  es ta te  p lanner  
when dec id ing to  make a bequest  in  your  w i l l ,  because the in format ion  i n  
th is  pub l ica t ion  is  not  in tended as lega l  adv ice.  For  lega l  adv ice consu l t  an  
a t torney.


