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CHARITABLE CONTRIBUTION SUBSTANTIATION INFORMATION REQUIRED

Charitable contributions whether money or property are deductible only if they are made to qualified Not-for-
profit organizations with the qualified purpose of the contribution. As we discussed before, money or property
given to Civic leagues (501(c)(4)), social and sports clubs (501(c)(7), (8), and (10)), labor unions (501(c)(5))
and chambers of commerce (501(c)(6)), etc is not deductible unless the done organization intends to use, and
use the charitable donation for charitable and educational purposes and has a separate system from its own
accounting system to keep track of the charitable donations received. No deduction is allowed unless the
taxpayer has either (1) bank records (i.e. a cancelled check or account statement) or (2) written
acknowledgement from the charity documenting the contribution’s amount and date. IRS requires more

stringent substantiation document for many cases.

CASH DONATIONS OF $250 OR LESS
As we discussed above, taxpayers should keep either (1) bank records or (2) written acknowledgement from
the charity documenting the contribution’s amount and date. This means that donors who give cash will need

to get written acknowledgement for the charity to claim a deduction.

CASH DONATIONS OF MORE THAN $250

IRS believes that a cancelled check is not sufficient to support the deduction. The acknowledgement letter
must be received by the earlier of the date the tax return if filed for the contribution year or the extended due
date for filing, including extension. In some cases, taxpayers ask their payroll processor (usually an employer)
to deduct a certain amount from their paychecks, and donate to specified charities (i.e. Unitedway, Redcross,
YMCA). In these cases, taxpayers should keep pledge card and pay stub, W-2 wage statement or other

document from employer showing payroll deduction made since no one will issue the statements.

NONCASH DONATIONS OF LESS THAN $250
Receipt from done or reliable records is preferable. A receipt is not required where it is impractical to get one,
but taxpayers document the name and address of charitable organization, date and location of contribution,

reasonable detailed description of contributed property, and fair market value.

NONCASH DONATIONS OF MORE THAN $250 TO $500
Written acknowledgement from the charitable organization is required. The acknowledgment must contain the

name and address of charitable organization, date and location of contribution, reasonable detailed description
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of contributed property, fair market value, and it must also state whether any goods or services were provided

to the donor in return for the contributions and the FMV of such goods or services.

NONCASH DONATIONS OF MORE THAN $500

Written acknowledgement from the charitable organization is required. The acknowledgment must contain the
name and address of charitable organization, date and location of contribution, reasonable detailed description
of contributed property, fair market value and method of valuing the property, how the property was acquired
and when, cost or other basis of the property, and it must also state whether any goods or services were
provided to the donor in return for the contributions and the FMV of such goods or services. If the taxpayer is
unable to provide the basis of the property or the date of acquisition, an explanation should be attached to the

tax return. In addition, Form 8283, Noncash Charitable Contributions must be filed with the tax return.

NONCASH DONATIONS OF MORE THAN $5,000 (excluding arts and autos)

Written acknowledgement from the charitable organization is required. The acknowledgment must contain the
name and address of charitable organization, date and location of contribution, reasonable detailed description
of contributed property, fair market value and method of valuing the property, how the property was acquired
and when, cost or other basis of the property, and it must also state whether any goods or services were
provided to the donor in return for the contributions and the FMV of such goods or services. Most contributions
over $5,000 require a written appraisal. Form 8283, Noncash Charitable Contributions must be filed with the

tax return.

NONCASH DONATIONS OF MORE THAN $20,000 OF ARTS

Written acknowledgement from the charitable organization is required. The acknowledgment must contain the
name and address of charitable organization, date and location of contribution, reasonable detailed description
of contributed property, fair market value and method of valuing the property, how the property was acquired
and when, cost or other basis of the property, and it must also state whether any goods or services were
provided to the donor in return for the contributions and the FMV of such goods or services. Signed appraisal

should be attached with Form 8283, Noncash Charitable Contributions when the tax return is filed.

STOCK OF PUBLICLY TRADED CORPORATION
No appraisal required if as of date of the contribution market quotations are readily available on an established

securities market.
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STOCK OF NONPUBLICLY TRADED CORPORATION GREATER THAN $5,000 TO $10,000
A partially completed appraisal summary is required. Also, the recipient organization must file Form 8282

Donee Information Return if it disposes of the property within two years of receipt.

STOCK OF NONPUBLICLY TRADED CORPORATION GREATER THAN $10,000

Qualified appraisal should be attached with Form 8283, Noncash Charitable Contributions when the tax return is filed.

CARS, BOATS AND AIRPLANES

For charitable contributions of motor vehicles in excess of $500, the deduction amount depends on how the
donated vehicle is used by the charitable organization. If the organization sells the vehicle without using it
significantly for charitable purposes or making material improvements, the deduction is generally limited to the
gross proceeds from the sale. The gross sale proceeds amount is reported on line 4c of the Form 1098-C,
Contributions of Motor Vehicles, Boats, and Airplanes, provided to the donor (and to the IRS) by the charity.
The taxpayer cannot claim any deduction above $500 for a donated vehicle unless the recipient charity provides
an acknowledgement on Form 1098-C. The Form 1098-C must be provided within 30 days of the sale. Also, the
recipient organization must file Form 8282 Donee Information Return if it disposes of the property within two

years of receipt.

PLEDGES TO GIVE
Donations to Charity are tax deductible, but a pledge or promise to donate is not deductible until it is actually

made.

GIFTS OF REMAINDER INTERESTS

A remainder interest is the legal right to own property at the end of a fixed period of time or at the death of
another person. Because transfers to Charitable Lead Trust or Charitable Remainder Trust are irrevocable, a
charitable deduction is allowed in the year of the transfer even though the charity does not receive the property
until a later time. The amount of the deduction is generally the present value of the remainder interest on the

date of the gift.

We will discuss about the tax return and the information necessary to prepare it in detail in next issue.
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