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Dexfer Downtown Development Authority
SPECIAL MEETING |

Agenda
March 28,2013 <> 7:30 AM
Dexter Senior Center
7720 Ann Arbor Street
Dexter, MI 48130

1. Call to Order:

2. Roll Call
Bellas, Rich Brouwer, Steve Covert, Tom
‘Darnell, Don Finn, Doug Jones, Carol
Keough, Shawn Lundy, Dick Model, Fred
(O’Haver, Dan Schmid, Fred Willis, Randy

3. Non-Arranged Citizen Participation:

4.  Action Items: '
a) Consideration of Authorizing the Village Manager to sign IRS Form 8283 and required
letter to acknowledge receipt of property located at 3045 Broad

5. N011~Arraf1ged Citizen Participation:

6. Adjournment




Courtney Nicholls

From: ’ Colis, Themas D. <Colis@millercanfield.com>

Sent: Monday, March 25, 2013 5:56 PM
To: Courtney Nicholls-

Cc: Donna Dettling

Subject: Dexter DDA - Part Sale/Part Gift issue
Attachments: 20130325170526084.pdf

Courtney,

Here is Gary's response. Let me know if you need anything else from us at this time.

Tom

From: Glenn, Gary R.

Sent: Monday, March 25, 2013 5:26 PM

To: Colis, Thomas D.

Cc: Glenn, Gary R.

Subject: Dexter DDA - Part Sale/Part Gift issue

Based on your telephone message, [ understand that the Dexter DDA acquired property known as 3045 Broad
Street, Dexter, Michigan (the “Property”™), for $1,600,000. ~

The Transferor wants to claim a charitable contribution deduction based on the Transferor’s contention that the
Property had a fair market value in excess of the sales price. To that end, he has obtained an appraisal which
says that the Property had a value of $1,780,000. The Dexter DDA seems to acknowledge that there was a gift
element to the transaction as Section 25 of the sale agreement, indicates that the Dexter DDA acknowledges that
the transaction was a partial gift and partial sale by the Transferor.

In order for the Transferor to claim a charitable contribution deduction for a portion of the Property, the Dexter
DDA must do two things:

(i) it must sign Part 4 of Form 8283-Non-Cash Charitable Contribution and
(i) it must provide a written acknowledgment of the contribution. -

Neither of these actions require any comment from the Dexier DDA on the value of the Property or the amount
of the contribution, if any. '

The Dexter DDA does not have to provide any assurance regarding the value of the Property, or whether a
charitable contribution deduction is appropriate.

Form 8283

In Part 4 of Form 8283, the Dexter DDA will acknowledge that it is a qualified organization under Section
170(c). [The term qualified organization includes political subdivisions of any state. ]

The form also Tequires the Dexter DDA to provide its tax identification number and to acknowledge the date
upon which it received the Property. The Dexter DDA must also affirm that if it disposes of the Property within
three (3) years after receipt, it will file Form 8282.
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Form 8283 should be signed by an official authorized to sign tax returns for the Dexter DDA.
Acknowledgement of Contribution

- Pursuant to Code Section 170(f)(8), the Dexter DDA should provide the Transferor with a written
acknowledgement of the contribution. A statement like the following should work:

The Dexter DDA acbaowledges that on December 30, 2012, it acquired real property
commonly described as 3045 Broad Street, Dexter, Michigan, for the sum of 81,600,000 from
William Tupper. No other goods or services were provided by the Dexter DDA,

Attachmenis

I have attached Form 8283, a page fi’om the Instructions from Form 8283, excerpts from an IRS publication
(1771) describing substantiation requirements for contributions; and an excerpt from TRS Publication 557,
which also describes the information to be provided by an organization to donors.

From: DoNotReply@millercanfield.com [mailto; DoNotReply@millercanfield.com]
Sent: Monday, March 25, 2013 5:05 PM

To: Glenn, Gary R.

Subject: Message from "TRFL[-1"

This E-mail was sent from "TRFLI1-1" (Aficio MP 6001),

Scan Date: 03.25.2013 17:05:25 (-0400)
Queries to: DoNotReply@millercanfield.com

NOTICE TO PERSONS SUBJECT TO UNITED STATES TAXATION (MCPS)

DISCLOSURE UNDER TREASURY CIRCULAR 230: The United States Federal tax advice, if any, contained in this
document and its attachments may not be used or referred to in the promoting, marketing or recommending of any entity,
investment plan or arrangement, nor is such advice intended or written to be used, and may not be used, by a taxpayer
for the purpose of avoiding Federal tax penalties.




VILLAGE OF DEXTER
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March 28, 2013

Willis E. Tupper
285 Grande Way, Apt 1701
Naples, F1. 34110

Dear Mr. Tupper,
The Dexter Downtown Development Authority (EIN 38-6004671) acknowledges that on
December 30, 2012 it acquired real property commonly described as 3045 Broad, Dexter,

Michigan for the sum of $1,350,000 from Tupper Properties, L.L.C. No other goods or
services were provided by the Dexter Downtown Development Authority.

Sincerely,

Donna Dettling, Village Manager .
Village of Dexter




o 3283 | Noncash Charitable Contributions oM Mo, 1545.0908

{Rev, December 2012)

Depariment of the Treasury.
Internat Revenue Service » |nformation about Form 8283 and its separate instructions Is at www.irs.gov/form8283.

P Attach to your tax return If you claimed a totai deduction

of over $500 for all contributed property. Attachment
prop Sequence No. 155,

Name(s) shown on your Income tax return ‘ Identifying number

Note. Figure the amount of your contribution deduction before completing this form. See your tax retum instructions.

Section A. Donated Property of $5,000 or Less and Certain Publicly Traded Securities—List in this section only

Information on Donated Property—If you need more space, attach a statement.

items {or groups of similar items) for which you claimed a deduction of $5,000 or less. Also, list certain
publicly traded securities even If the deduction is more than $5,000 (see instructions).

: . {c) Descripilon of donated property
1 {a) Mame and address of the (thg:fhffoi FOAIIJ::zrﬁe? r;:téz‘(steﬁégséﬁzzﬁzﬁ)‘ {Far a donated vehicls, snier the year, make, mads},
dones organization numbear (u‘nless Form 1098-G ?seatlached) condition, and mlleage,
unless Form 1098-C Is attached.)
A Ll
EEEEENEEEENEEEN
B M
TTTFTTTTA T I8d]
c L '
NENEEEEENEEEEEN
D [l
TTTITTTI R I Il
E Ll
HEREEEEEEENNEEEEN
Note. If the amount you claimed as a deduction for an item is $500 or [ess, you do not have to complete columns (8), {f), and {g).
E ] {d) Dateofthe | {e} Date acquired f} How acqulred (g} Donor’s cost {h} Falr market value {i) Method used to determine
contribution by donce (mo., yr.) by donor or adjusted basis {ses Insiructions) the fair market valua

A
B
c
D
E

XY Partial Interests and Restricted Use Property—Complete lines 2a through 2e if you gave less than an

entire interest In a property listed in Part |. Complete lines 3a through 3c if conditions were placed on a
contribution listed in Part |; also attach the required statement {see instructions).

2

3

]

C

Enter the letter from Part | that identifies the property for which you gave less than an entire Interest »

If Part Il applies to more than one property, attach a separate statement.

Total amount claimed as a deduction for the properly listed In Part I: (1)  For this tax year >
(2) Forany prlor tax years W

Name and address of each organization o which any such contribution was made in a prior year (complete only If different

from the dones organization above): . :
Name of charltable organization (donee)

Address (number, street, and room or guite no.)

Gity or town, state, and ZIP code

For tanglble propetty, enter the place where the property is located or kept &
Marrie of any person, other than the donee organization, having actual possession of the property b

‘I there a restriction, elther temporary or permanent, on the donee’s right to use or dispose of the donated [Yes| No

praperty? . . . . . . . . o e e e e e e e e e e e e e e
Did you give to anyone (other than the donee organization or another organization participating with the dones
organization In cooperative fundralsing) the right to the income from the denated property or to the possession of
the property, including the right to vote donated securities, to acquire the property by purchase or otherwise, or to
designate the person having such income, possession, or right to acquire? . . . . . . . e

Is there a restriction limiting the donated property for a particularuse? . . . . . .

For Paporwork Reduction Act Notice, ses separate instructions. Cat, No, 62299 form 8283 (Rev. 12-2012)




Form 8283 (Rev. 12-2012} Page 2
Name(s} shown on your income tax retin Identifying number

Section B. Donated Property Dver $5,000 (Except Certain Publicly Traded Securities)—List in this section only items (or groups of similar
items) for which you claimed a deduction of more than $5,000 per item or group (except contributions of certain publicly traded
securlties reported in Section A). An appralsal is generally required for property listed in Sectlon B (see instructions).

Information on Donated Property—To be completed by the taxpayer and/ot the appraiser.

4 Check the box that describes the type of property donated:
a [[1 Art (contribution of $20,000 or mors) b [l Qualifled Conservation Gontribution ¢ [ Equipment
d [0 Art* {contribution of fess than $20,000) e [ Other Real Estate f {1 Securltles
g L] Colisctibles™ h [ Intellectual Property i £! vehicles
j 1 other

*Art Includes patntings, sculptures, watercolors, prinks, drawlngs, ceramics, antiques, decarative arts, textiles, carpets, slivar, rare manuscripts, historlcal memorabilia, and
other similar objecis,

“Gollectibles Include coins, stamps, beoks, gems, Jewelry, sports memorabilia, dolls, etc., but fiot art as defined abave.
Note. In certain cases, you must attach a qualified appralsal of the property. See instructlons.

5 (&) Descriptlon of donated property {If you need (b} If tanglile properly was donated, give a brlef summary of the overall o) Appralsed ialr
moere space, attach a separate statement} physical cordition of the properly at the time of the gfft market value

{d) Date acqulred {f) Donot’s cost or {g) For bargain sales, enter See instructions .
by donor {ma,, yr.} {#) How acquired by donor adjusted basls amount recelved TRy Afviant olalmed as & T} Avorags rading price
- geduction of Bacuriies

Q|C|m|>

IZXI  Taxpayer (Donor) Statement— List each item included in Part | above that the appraisal identifies as having
a value of $500 or less, See instructions. ,

I declare that the following ltem(s) included In Part | above has to the best of my knowledge and bellef an appralséd value of not more than $500

{per ftem). Enter identifying letter from Part | and desctibe the speciﬂé item. See instructions, » .

Signature of taxpaysr {donor) > ) Date -
EEHXIIl  Declaration of Appraiser

[ declare that | am not the donor, the donee, a party to the transaction In which the donar acquired the property, empleyed by, or related to any of the foregoing persons, or
marrled to any person who Is related to any of the {oregolng persons, And, if regularly used by the donor, donee, or party to the transaction, ! performed the malority of my
appraisals durlng my tax year for other pergons.

Aisp, | declare that | perform appraisals on & regular basls; and that besause of my qualifications as described In the appralsal, [ am qualified to make appralsals of the type
of property belng valued. | certify that the appralsal fees were not based on a percentage of the appraised properly value, Furthermare, | understand that a false or
fraudulent oversiatement of the property value as described In the qualifled appralsal or this Form 8283 may subject me to the penalty under section §701(g) {alding and
ahetting the understatement of tax Ilabiity), In addition, | understand that | may be subject to a penalty under sectlon 6695A if | know, or reascnably should know, that my
appralsal Is to be used in connection with a return or clalm for refund and a subsiantlal or gross vaiuation rfsstatement reseits from my appralssl, | affirm that | have not
been barred frem presenting evidence or lestimeny by the Office of Professional Responsibllity.

Sign
Here | signature» Title » Date »
Business address (Including room or sulte na,) ' ldentifying number

City or town, state, and ZIP code

Part IV Donee Acknowledgment—To be completed by the charitable organization.
This charitable organization acknowledges that it is a qualifled organization under section 170{c) and that it received the donated property as described
in Sectlon B, Part §,-above on the following date '

Furthermore, this organtzation afflrms that In the svent it sells, exchanges, or otherwise disposes of the property described in Sectlon B, Part | (or any
portion thersof) within 3 years after the date of receipt, it will flle Form 8282, Donee Informatlon Return, with the IRS and glve the donor a copy of that
form. This acknowledgment does not represent agreement with the claimed falr market value.

Does the organizatien intend to use the property for an unrelateduse? . . .. . . ., . . . . . » [ Yes 1 No
Name of charltable organization {donse) Employer identification number ]
Address (number, street, and room or suite no.) City or town, state, and ZIP cede

Autherized signature Ttie ‘ Date

Form 8283 (Rev. 12-2012)




property's appraised value did not exceed its acquisition
price.

An appraiser may not be considered qualified if you
had knowledge of facts that would cause a reasonable
person to expect the appraiser to falsely overstate the
value of the property. An example of this is an agreement
betweeh you and the appraiser about the property value
when you know that the appraised amount exceeds the
actual FMV.

Usually, appraisal fees cannot be based on a
percentage of the appraised value unless the fees were
* paid to certain not-for-profit associations. See Regulations
section 1.170A-13(c)(6)(ii).

Identifying number. The appraiser's taxpayer
identification number (social security number or employer
identification number) must be entered in Part lli.

Part IV, Donee Acknowledgment

The donee organization that recelved the property
described in Part | of Section B must complete Part V.
Before submitting page 2 of Form 8283 to the donee for
acknowledgment, complete at least your name, identifying
number, and description of the donated property {line 5,
column (a)). If tangible property is donated, also describe
its physical condition (line 5, column (b)} at the time of the
gift. Complete Part II, if applicable, before submitting the
form to the donee. See the instructions for Part Il

The person acknowledging the gift must be an offictal
authorized to sign the tax returns of the organization, or a
person specifically designated to sign Form 8283. When
you ask the donee to fill out Part IV, you should also ask
the donee to provide you with a contemporangous written
acknowledgment required by section 170(f)(8). After
completing Part IV, the organization must retum Form
8283 to you, the donor. You must give a copy of Section B
of this form to the donee organization. You may then
complete any remaining information required in Part 1.
Also, Partf [l may be completed at this time by the
gualifled appraiser.

In some cases, it may be impossible to get the donee’s
. signature on Form 8283. The deduction will not be
disallowed for that reason if you attach a detailed
explanation why it was impossible,

Note. lf it is reasonable to expect that donated tangible
personal property will be used for a purpose unrelated to
the purpose or function of the donee, the donee should
chack the “yes” box in Part V. In this situation, your
deduction will be limited. In addition, if the donee (ora
successor donee) organization disposes of the property
within 3 years after the date the original donee received it,
the organization must fife Form 8282, Donee Information
Return, with the IRS and send a copy to the donor. (As a
result of the sale by the dones, the donor's contribution
deduction may be limited or part of the prior year
contribution deduction may have to be recaptured, See

Pub. 526.) An exception applies to items having a value of

$500 or less if the donor identifled the items and signed

the statement in Section B, Part Il, of Form 8283. See the
instructions for Part Il

Failure To File Form 8283

Your deduction generally will be disallowed if you fail to:

¢ Attach a required Form 8283 to your return,

* Getarequired appraisal and complete Section B of
Form 8283, or

* Attach to your return a required appraisal of clothing or.
household items not in good used condition, an easement
on a building in a registered histotic district, or property for
which you claimed a deduction of more than $500,000.
However, your deduction will not be disallowed if your
failure was due to reasonable cause and not willful neglect
or was due to a good-faith omission. If the IRS asks you to
submit the form, you have 90 days to send a completed
Section B of Form 8283 before your deduction is
disallowed. However, your deduction will not be allowed if
you did not get a required appraisal within the required
period. ' _

Paperwork Reduction Act Notice. We ask for the
information an this form to carry out the Internal Revenue
laws of the United States. You are required fo give us the
information. We need it to ensure that you are complying
with these laws and to allow us to figure and collect the

right amount of tax.-

You are not required to provide the information
requested on a form that is subject to the Paperwork
Reduction Act unless the form displays a valid OMB
control number, Books or records relating to a form or its
instructions must be retained as long as their contents
may become material in the administration of any Internal
Revenue law. Generally, tax returns and return
information are confidential, as required by section 6103.

The time needed fo complete and file this form will vary
depending on individual circumstances. The estimated
burden for individual taxpayers filing this form is approved
under OMB confrol number 1545-0074 and Is included in-
the estimates shown in the instructions for their individual
incomne tax return. The estimated burden for all cther
taxpayers who file this form Is shown below.

Recordkeeping . ... ... o i 20 min
Learning abhout the lawortheform . .......... 29 min.
Preparingtheform . ........... ... ... ..., 37 min.
Copying, assembling, and sending the form

totheTRS .. .. ... i s 35 min

If you have comments concerning the accuracy of
these time estimates or suggestions for making this form
simpler, we would be happy to hear from you. See the
instructions for the tax return with which this form is filed.







Written Acknowledgment

Requirement

A donor cannot claim a tax deduction for any single
contribution of $250 or more unless the donor obtains a
contempéraneous, written acknowledgment of the contribu-
tion from the recipient organization. An otganization that
does not acknowledge a contribution incurs no penalty; but,
without a written acknowledgment, the donor cannot claim
the tax deduction. Although it is a donot’s responsibility to
obtain a written acknowledgment, an organization can assist
a donor by providing a timely, written statement containing

the following information:
1. name of organization

2., amount of cash contribution

W

description (but not the value) of non-cash contribution

statement that no goods or services were provided by the

+

organization in return for the contribution, if that was the

case

description and good faith estimate of the value of goods

b

ot services, if any, that an organization provided in return

for the contribution

6. statement that goods or setvices, if any, that an organiza-
tion provided in teturn fot the contribution consisted
entirely of intangible teligious benefits (described later in

this publication), if that was the case

It is not necessaty to include either the donor’s social
security number or tax identification number on the

acknowledgment.

A separate acknowledgment may be provided for each single

contribution of $250 or more, or one acknowledgment,




such as an annual summary, may be used to substantiate
 several single contributions of $250 or more. There are no
IRS forms for the acknowledgment, Letters, postcards, or
computer-generated forms with the above information are
acceptable, An- organization can provide either a paper copy
of the acknowledgment to the donor, or an orgahization can
provide the acknowledgment electronically, such as via an
e-mail addressed to the donor. A donor should not attach
the acknowledgment to his or her individual income vax
return, but must rerain it to substantiate the contribu-
tion. Separate contributions of less than $250 will not be
aggregated. An example of this could be weekly offerings to

a donor’s church of less than $250 even though the donor’s

annual total contributions are $250 or mote.

Gontemporaneous

Recipient organizations typically send written acknowl-
edgments to donors no later than January 31 of the year
following the donation. For the written acknowledgment
to be considered contemporaneous with the contribution, a
donor must receive the acknowledgment by the earlier of:

the date on which the donor actually files his or her

4




- For additional information that is required,
see Form 8872,

Duedates. The due dates for flling Form 8872
vary depending on whether the form is due fer a
reporting perlod that occurs during a calendar
" year in which a regularly scheduled elaction Is
held, or any other calendar year (a nonelection
year}.
If the due date falls on a Saturday, Sunday,
or legal hollday, the organization can file on the
next business day.

Election year filing. In election years, Form
8872 must be filed on either a quarerly o a
monthly basis. Both a pre-slaction report and a
post-slection report are also required to be filed
in an election year. An election yearis any year
in which a regularly scheduled general election
for federal office is held {an even-numbered
year).

Nonelection year fiing. In nonelection
years, the form must be filed on a semiannual or
monthly basis. A complsie listing of these filing
pericds are in ihe Form B872 Instructions. A
nonafection yearls any odd-numbered year.

How to flle. Form 8872 can be filed elther
electronically or by meil. However, organiza-
flons that have, or expect to have, contrlbutions
ot expenditures of $50,000 or more for the year
must file electronically.

To file by mail, send Form 8872 to the!

Department of the Treasury
Internal Revenue Service Center
Cgden, UT 84201-0027

Electronic fifing. File slactronically via the
[RS Internet website at www./RS.gow/polorgs.
You wili need a user |D and password to elec-
tronically file Form 8872. Crganizalions that
have completed the electronic filing of  Form
8871 and submitiad a completed and signed
Form 8453-X will receive a username and pass-
word in the mait. ‘

Organizations that have compleled the elec-
tronic filing of Form 8871, but have not received
their user 1D and password can request ona by
writing to the following address:

Internal Ravenue Service

Attn: Request for 8872 Password
Mall Stop 6273

Cgden, UT 84201

Lost username and password.  If you have
forgotten or misplaced the username and pass-
word issued to your organization after you filsd
yourinitial Form 8871, send a lelter reguesting a
new username and password fo the address
under’ Electranic filing. You can also fax your
request to (801) 620-3249. It may take 3-6
weoks for your new username and password to

_artive, as they will be malled to the organlzation,

Page 16

Penalty

A penalty will be Imposed if the organization Is
reguired to file Form 8872 and it:

¢ Falls to file 'the form by ihe due date, or

* Files the form but fails to report ali of the
information required or reporis incorrect
information.

The penalty is 35% of the fotal amount of
contributions and expenditures to which a fallure
relates.

Fraudufent returns. Any individual or cor-
poration that willfully delivers or discloses any
list, return, account, statement, or other docu-
ment known o be fraudulent or fajse as to any
material matter will be fined not more than
$10,000 ($50,000 in the case of a corporation},
or impriscned for not more than 1 year, or both,

Waiver of penalfties. The IRS may waive -

any additional tax assessed on an organization
for faliure to fila Form 8872 If the faliure was due
to reasonable cause and not williul neglect.

Donee Information
Return

Dispositions of donated property. If an or-
ganization receives charitable deduction prop-
ety and within three years sells, exchanges, or
otherwise disposes of the property, the crgani-
zation must file Form 8262, Donee Information
Asturn, However, an crganization Is not re-
qulred to file Form 8282 If;

» The property is valued at $600 or less, or

* The property is consumed or distributed
for charitable purposes.

Form 8282 must be filed with the IRS within
125 days after the disposition. Additionally, a
copy of Form 8282 must be given to the donor, If
the organization falls to file the required informa-
tion return, penalties may apply.

Charitable deduclion properiy. This is

'any praperty {other than monay ot publicly

traded securlties) for which the donee organlza-
tion signed an appraisal summary or Form 8283,
Nencash CharRable Gontributions.

Publicly traded securities. These are se-
curities for which market quolations are readily
available on an established secuirities market as
of the date of the contribution.

Appraisal summary, |f the value of the
donated property exceeds $5,000, the donor
must get a qualified appraisal for contributions of
propetty, see the Exceptions, below.

Exceptions, A written appraisal is not
needed if the property is:

Chapter 2 Filing Requirements and Required Disciosures

ﬂV.\D" \¢ a}z—;n 5

» Noenpublicly traded stock of $10,000 or
less,

A vehicle {including a car, boat, or alr-
plang), If your deduction for the vehicle Is
lirnlted to the gross proceeds from its saje,

intellectual property,

ket quotations readily available (see Hegu-
tations section 1.170A-13(cH{7}xd){B)),

Inventory and other property denated.by a
corporation that are qualified contributions .
far the care of the ill, the needy, or Infanis,
within the meaning of saction 170()(3NA},
or

+ Any donation of stock in trade, inventory,
or property held primarily for sale to cus-
tomers in the ordinary course of your trade
or business.

The donee organizatlon is not a qualified ap-
praiser for the puipose of valuing the donated
property. For more information, get Publication
561, Determining the Value of Donated Prop-
efty.

Form 8283. For noncash donalions over
$5,000, the donor rmust attach Form 8283 to the
1ax return to support the charitable deduction.
The dones must sign Part 1V of Section B, Form
8283 unless publicly traded securities are
donated. Tha perscn whe slgns for the donee
must be an official authorized to sign the do-
nee's tax or information returns, or & persoh
specliically authorlzed to sign by that official.
The signhature does not represent concurrence
in the appraised value of the contributed prop-
arty. A signed acknowledgment represents re-
celpt of the property described an Form 8283 on
the date specifled on the form. The signature
also indicates knowledge of the information re-
porting requirements on dispositions, as previ-
ously discussed, A copy of Form 8283 musi be
given to the donee.

Information Provided
to Donots

In some situations, a donor must ohlain certain
information frem a donee organization to obtain
a deduction for a charitable contribution. In other
siluations, tha donee organization Is required to
provide information to the donor.

A charllable organization must give a donor
a disclosure statement for a quid pro quo contri-
bution over $75. (See Disclosure statement, he-
fow.) This is a payment a donor makes to a
charity partly as a contribution and patly for
goods or seivices. See Quid pro quo contribu-
tion below for an example.

Failure to make the required disclosure may
result in a penalty to the organization. A donor
cannot daduct a charltable contribution of $260

&

Certain securitles considered to have mar- -

-




or more unless the donor has a written acknowl-
edgrment from the charitable organizatlon.
In certain circumstances, an arganization

may be able to meet both of these requirements -

with the same writlen document.

Disclosure of
Quid Pro Quo Contributions

A charitable organization must provide & written
disclosure statement o donors of a quid pro quo
conttibution over $75.

Quid pro quo contribution. A contribution
made by a doner In exchange for goods or
services is known as & quid pto guo contribution.
Your charitable organization must provide the
donor a written statement informing the doner of
the fair market value of the itemns or services It
provided in exchange for the contrlbution. Gen-
orally, a wriiten statement is required for each
payment, whenever the contribution portion Is
over $75.

Example. i adonor gives yourcharlly $100
and receives a concert ticket valued at $40, the
donor has made a quid pro quo contribution. In
thls example, the charitable part of the payment
Is $60. Even though the deductible part of the
payment Is not more than $75, a written state-
ment must be filed bacause the total payment Is
more than $75. If your organization lalls fo dis-
close quid pro guo contributions, the organiza-
tlon may be sublect o a penally.

Disclosure statement. The required writlen
disclosure statement must:

1. Inform the donor that the amount of the
contribution that is deduciible for federal
income tax purposes is limiled to the ex-
cess of any money (and the value of any
preperty other than money) contributed by
the donor over the fair market value of
goods or services provided by the charity,
and

2. Provide the donor with a goad faith esti-
male of the fair market value of the goods
or setvices that the donor recelved.

The charity must furnish the statement in con-
nection with elther the solicitation or the receipt
of the quid pro quo contribution. If the disclosure
statement is fumlshed in connection with a par-
{icular solicitation, it Is not necessary for the
arganization to provide another statement when
it actually recelves the contribution.

Mo disclosure statement is required if any of

the fallowing are true.

1. The goods or services given to a donor
have insubstantial value as described In
Revenue Procedure 80-12, 1990-1 C.B,
471, Rev. Proc, 90-12, and Revenus Pro-
cedure 92-49, 1992-1 C.B. 507 {as ad-
fusted for Inflation}, Hev. Proc. 92-49.

2. There Is no donative element Involved in a
" particular transaction with a charity {for ex-
ample, there is generally no donative ele-
ment Involved In a visltor's purchase from
a museum glit shop). ’

3. Thete Is only an intangible religious benefit
provided to the donor. The intangible relig-
lous benefit must be provided to the donor
by an organization arganlzad exclusively
for religlous purposes, and mus! be of a
type that generally is not sold In a commer-
cial transaction outside the donative con-
text. For example, a denor who, for a
payment, is granted admission lo a refig-
louts caremony for which thers Is no admis-
sion charge is provided an Intangible
religious bensfit. A donhor {s not provided
intangible religious benefits for payments
made for tultion for education leading to a
recognized degres, travel services, or con-
sumar goods.

=

The donor makes a payment of $75 or less
per year and receives only anhual mem-
bership benefits that consist of:

a. Any rights or privileges (other than the

right to purchase tickets for college ath- -

lefic svents) that the taxpayer can exer-
ciso often during the membership
period, such as free or discounted ad-
missions oy parking or preferred access
1o goods or services, or

b, Admission to events that are open only
o members and the cost per psrson of
which fs within the [imits for low-cost
articies desctibed in Revenue Proce-
dure 90-12 (as adjusted for inflation},
Rev. Proc. 80-12.

Good faith estimate of falr market value
{FMV). An organization can use any reasona-
ble method to estimate the FMV of goods or
sarvices it provided to a donor, as long as it
applies the method It good faith.

The organization can estimate the FMV of
goods or services that generally are not com-
merclally available by using the FMV of similar
of comparable goods or services, Goods or
services may be simllar or comparable even If
they do not have the unigue qualities of the
goods o services being valued,

Example 1. A charity provides a 1-hour ten-
nis fesson with a tennts professional for the first

$500 payment it receives, The tennls profes- -

sional provides 1-hour lessons on a commerclal
basis for $100. A good falth estimate of the
lessor’s FMV is $100.

Example 2. For a payment of $50,000, a
museum aflows a donor to hold a private event
in a room of the museum. A good faith estimate
of the FMV of the right to hold the event in the
museum can be made by using the cost of
renling & hotel ballroom with a capacity, ameni-
ties, and aimosphere comparable to the mu-
seum room, even though the hotet ballroom
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lacks the unigue art displayed In the museum
room. If the hote! ballraom rents for $2,500, a
good faith estimate of the FMV of the tight to
hold the event in the museum is $2,500.

Example 3. For a payment of $1,000, a
charity provides an evening tour of a museum
conducted by a wel-known ariist. The arist
does not provide tours on a commercial basts.

Tours of the museum normally are fres to the

public. A good faith estimate of the FMV of the

_ evening mussum tour Is $0 even though it is

conducted by the artist.

Penalty for failure to disclose. - A penalty is
imposed on a charily that does not make the
required disclosure of a quid pro guo contribue-

tion of more than $75. The penalty is $10 per’

contribution, not to exceed $5,000 per fundrais-
ing eveni or mailing. The charity can avold the
penalty If it can show that the fallure was due to
reasonable cause, ' ‘

Acknowledgment of
Charitable Contributions of
$250 or More

A donor can deduct a charitable contribution of
%250 or more only if the donor has a written
acknowledgment from the chatitable organiza-
tion. The donor must get the acknowledgment
by the eardier of: ’

1. The date the donor fiies the original return
for the year the conttibution is made, or’

2, The dus date, including extensions, for fil-
ing the return.

The doner is responsible for requesting and ob-
taining the written acknowledgment from the do-
nee. A charltable organization that receives a
paymefit made as a contribution is treated asthe
donee organization for this purpose even If the
organization (according to the donor's instruc-
tions or ctherwise) distributes the amount re-
ceived to one or more charities.

Quid pro quo centributlon, i the donee pro-
vides goods or services to the donor in ex-
change for the contributlon {(a quid pro quo
contribution), the acknowledgment must include
a good faith estimate of the value of the goods or
services. See Disclosure of Quid FPro Quo Con-
fributions, eatliet.

Form of acknowledgment. Alihough there is
no presciibed format for the written acknowledg-
ment, it must provide enough Information {o sub-
stantiate the amount of the contribution. For
more Information, see IRS Publicatlon 1771,
Charitable Gonlributions — Substantiation and

. Disclosure Reguirements.

Cash contribuiions. To deduct a contribu-
tion of cash, a check, or other monstary gift
{regardless of the amount}, a donor must main-
tain a bank record or a written communlcation
from the donse organization showing the do-
nea's name, date, and amount of the contribu-
tion. In the case of a lump-sum conlibution

Page 17

v




(rather than a contribution by payroll deduction)
made through the Combined Fedaral Campaign
or a similar program such as a United Way
Campalgn, the written communication must in-
clude the narhe of the donee arganlzation that s
the ultimats recipient of the charitable contribu-
tion.

Contributions by payroll deduction. An
organization may substantiale an employes's
contribution by deduction from its payroll by:

& A pay stuly, Form W-2, or other document
showing a contribution to & donee organi-
zatlon, together with '

* A pledge card or other document from the
donee organization that shows its name.

For contributions of $250 or more, the doou-
ment must state that the donee organization
provides no goods or sarvices for any payroll
contributions. The amount withheld from each
payment of wages to a taxpayer s treated as a
separate contiibution.

Acknowledgment of Vehicle
Contribution

It an exempt organization receives a contrbu-
tion of a qualified vehicle with a claimed valuo of
more than $500, the donee organization Is re-
quired to provide a coniemporaneous written
acknowledgment to the donot. The dohee or-
ganization can usse a completed Form 1088-C,
Contributions of Motor Vehicles, Boats, and Air-
planes, for the coniemporanecus wiitten ac-
knowledgment. See section 3.03 of Nolice
2005-44 for guidance on the Information that
must be included In 2 contemporaneous writfen
acinowledgrent and the deadline for furnishing
the acknowledgment to the donor,

Any donee organization that provides a con-
temporansous writlen acknowledgment to a do-
nor is required te report to the IRS the
informatlon contained In the acknowiedgment.
The report is due by February 28 (March 31 if
filing electronically) of the year following the year
in which the denee organization provides the
acknowladgment to the donor. The organization
must file the report on Copy A of Form 1098-C,

An organizatlon that files Form 1098-C cn
paper should send i with Form 1096, Annual
Summary and Transmittal of U.S, Information
Returns. See the Instructions for Form 1096 for
the correct filing locatlon.

An organization that is required to file 250 or
more Fofms 1088-C during the calendar year
must file the forms electronically or magnsti-
cally. Specifications for filing Form 1098-C elec-
tronically or magnetically can be found in
Publication 1220, Specifications for Filing Forms
1087, 1098, 1089, 3921, 3922, 5498, 8935, and
W-2Q Electronically at www.IRS,gow/pub/

irs-pdilp1220.pdf.
Page 18

Acknowledgment
: For a confributfon of a qualified vehicle
with & cfalmed value of $500 or less, do
LTl pof file Form 1098-C. However, you
can use it as the contemporansous wiitlen ac-
knowledgment under section 170{)(8) by pro-
viding the donor with Copy C only. See Ihe
Instructions for Form 1098-C.,
Generally, the organization should complete
Form 1098-C as the written acknowledgment to
the donor and the IRS. The contents of the

acknowledgment depend upon whether the or-

ganizatiorn:

» Sells a qualified vehicle without any signifi-
cant intervening use or material improve-
ment,

s Intends to make a significant intervening
use of or matetlat improvement to a quali-
fied vehicle prior to sale, or

* Sells a qualified vehicle to a needy individ-
ual at a price significantly below fair mar-
ket value, or a gratuitous transfer to a
needy Individual In direct furtherance of a
charitabla purpose of the organizatlon of
retleving the poor and distressed or the
underprivilegad who are In need of a
means of transporiation.

For more information on the acknowledg-
ment, see Notice 2005-44, 2005-25 | R.B, 1287,
at  www.irs. gowirb/2005-25_IRB/2005-25_IRB/
ar09,htmi.

Material improvements or significant inter-
vening use. To constitute significant interven-
ing use, the organization must actually use the
vehicle to substantially further the organlzation's
regularly conducted activitles, and the use must
be significant, not incidental, Factors in deter-

‘mining whether & use is a significant Intervening

use depend on the nature, extent, frequency,
and duration. For thls purpose, use includes
providing transportation on a regular basls for a
significant petiod of time or significant use di-
rectly refated to training In vehicle repair. Use
does not Include the use of a vehicle to provide
tralning in business skills, such as marketing or
sales, Examples of significant use Inciude:

» Driving a vehicle every day for 1 year fo
deliver meals to needy individuals, If deliv-
erng meals is an activity regularly con-
ducted by the organization.

¢ Driving a vehicle for 10,000 miles over a
1-year period to deliver meals to needy
individuals, if delivering meals s an activ-

. Ity regutarly conducted by the organiza-
fion.

Material improvements include major repairs
and additions that improve the condition of the
vehicle in a manner that significantly increases

the value. Ta be a material improvement, the

improvement cannot be funded by an additional
payment fo the organization from the donor of
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the vehicle. Materlal improvements do not in-
clude cleaning, minor repairs, routine malnte-

‘nance, painting, removal of dents or seratches,

cleaning or repair of upholstery, and installation
of theft deterrent devices.

Penalties, |f your charitable organization re-
ceives confributions of used motor vehicles,
hoats, and aitplanes valued over $500 it may be
subject to a penalty If tt knowingly:

* Falls to furnish an acknowledgementin a
timely manner, showing the required infor-
matlon, or

* Furnishes a false or frauduient acknowl-
edgerment of the contribution.

CAUTION

An acknowledgmen! contaiting a cerlifica-
tion wilt be presumed ta befalse or fraudulent if
the qualified vehicle ls sold o a buyer other than
a needy individual without a significant interven-
ing use or materal improvement within 6 months
of the date of the contribution.

if a charity sells a donated vehicle at auction,
the IRS will not accept as substantiation an
acknowledgment from the charity stating that
the vehicle'is to be transtetved to a neady indi-
vidual for significantly below fair market value.
Vehicles sold at auction are not sold at prices
significantly befow fair market value, and the
IRS will not treat vehicles sold at auction as
qualifying for this exception.

The penalty for a false or fraudutent acknowl-
edgment where the donee certifies that the vehi-
cle will not be transferred for money, other
proparty, or services before complation of mate-
rial improvements or significant intervening use
or the donee certifies thal the vehlcle s to be
transferred to a needy individual for significantly
below fair market value in furtherance of the
donee’s charitable purpose [s the larger of
$5,000 or the claimed value of the vehicle multl-
plisd by 39.6%.

The penalty for an acknowledgment relating
to a qualified vehicle belng sold in an arm's
length transaction to an unrelated party is the
larger of the gross proceeds from the sale or the
sales price stated [n the acknowledgment muiti-
plied by 39.6%.

Other penaltiss may apply. See Part O
in the 2011 General Instructions for
Cerlain Information Relurns.

Qualified Intellectual
Property

A taxpayer who contributes qualified Intellectual
property to a charlty may be entitled to a charita-
ble deduction, In addition to any initial deduction
allowed in the year of contribution. The addi-
tional deduction is based on a specified percent-
age of the qualified donee Income with respect
to the qualified intellectual property, To qualify
for the addillonal charitable deduction, the dohor
must provide notice to the donee at the time of
the contribution that the donor Intends to treat
the coniribution as gualifled intellectual property




