INFORMATIONAL PAGE ON IN-KIND GIFTS

TO A CHARITABLE ORGANIZATION

Determining fair market value (for the donor)

If you contribute a car to a charitable organization, you must determine its fair market value.  Certain commercial firms and trade organizations publish guides, commonly called "blue books," containing complete dealer sale prices or dealer average prices for recent model years.  The guides may be published monthly or seasonally, and for different regions of the country.  These guides also provide estimates for adjusting for unusual equipment, unusual mileage, and physical condition.  The prices are not "official" and these publications are not considered an appraisal of any specific donated property.  But they do provide clues for making an appraisal and suggest relative prices for comparison with current sales and offerings in your area. 

Example: You donate your car to a local high school for use by students studying automobile repair.  Your credit union told you that the "blue book" value of the car is $1,600.  However, your car needs extensive repairs and, after some checking, you find that you could sell it for $750.  You can deduct $750, the true fair market value of the car, as a charitable contribution.

Giving property that has decreased in value

If you contribute property with a fair market value that is less than your basis in it, your deduction is limited to its fair market value.  You cannot claim a deduction for the difference between the property's basis and its fair market value.  Your basis in property is generally what you paid for it.  If you need more information about basis, get Publication 551, Basis of Assets.  Common examples of property that decreases in value include clothing, furniture, appliances, and cars.

Penalty

You may be liable for a penalty if you overstate the value or adjusted basis of donated property. 

20% penalty.  The penalty is 20% of the amount by which you underpaid your tax because of the overstatement, if: 

1. The value or adjusted basis claimed on your return is 200% or more of the correct amount, and 

2. You underpaid your tax by more than $5,000 because of the overstatement.

40% penalty.  The penalty is 40%, rather than 20%, if: 

1. The value or adjusted basis claimed on your return is 400% or more of the correct amount, and 

2. You underpaid your tax by more than $5,000 because of the overstatement.

I donated a used car to a qualified charity. Do I need to attach any special forms to my return to take a deduction for a charitable contribution?

You must fill out Section A of Form 8283, Noncash Charitable Contributions, if your total deduction for all noncash contributions is more than $500.  If you make a contribution of noncash property worth more than $5,000, generally an appraisal must be done.  In that case, you also fill out Section B of Form 8283. Attach Form 8283 to your return.  For a contribution of $250 or more, you can claim a deduction only if you obtain written acknowledgement from the qualified organization.  For more information on this requirement, refer to Publication 526, Charitable Contributions.

The Foundation’s informational return requirements

Dispositions of donated property.  If an organization receives charitable deduction property and within two years sells, exchanges, or disposes of the property, the organization must file Form 8282, Donee Information Return.  However, an organization is not required to file Form 8282 if: 


The property is valued at $500 or less, or 

The property is distributed for charitable purposes (Welfare to Work, etc.). 

Form 8282 must be filed within 125 days after the disposition.  A copy of Form 8282 must be given to the previous donor.  If the organization fails to file the required information return, penalties may apply.  

Source: IRS website (irs.gov)
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