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Why Now? Two reasons!

1. Fundraising efforts predicted to increase

2. IRS Audit Technique Guide on Fundraising

-
i ' &

FUNDRAISING

X & & W8

mShapiro

Accounting Tax Business Consulting



Fundraising Efforts Predicted to Increase

Tax incentives for donors have changed
= Increase in standard deduction
= Reduction of top marginal rate

= Charitable deduction limit increase to 60% AGI
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Fundraising Efforts Predicted to Increase

Tax incentives for donors have changed
= No Pease limit on itemized deductions

= No 80% deduction for payments for right to buy tickets
to a college athletic event

= Reduction In estate taxes
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Fundraising Efforts Predicted to Increase

How will tax changes affect charitable giving?
= Why do people give?
= What are your donor stratums?

= How will your fundraising efforts change?

What is the panacea?
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Fundraising Efforts Predicted to Increase

Has your organization strategized internally (with your
development team, management team, board, etc.) on
how to increase charitable giving in light of tax reform?

Yes
NoO or not yet
Other/don’t know
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Fundraising Efforts Predicted to Increase

Why do people like to give ...?

Funl
Chance to win things
Opportunity to socialize
BECOAUSE SOMEONE OSIREn

Want to be recognized

Shapiro Want to belong
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Fundraising Efforts Predicted to Increase

What are your strategies for different donor stratums?
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Tax Reporting Challenges...

...and Avoiding Pitfalls

= Cash contributions = Anonymous gifts
= |n-kind contributions = Receipts

= Fundraising events = State registrations

» Raffles = Form 990 reporting

= Auctions = Appraisals

= Sponsorships = GIft acceptance
policy
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Tax Reporting Challenges...

...and Avoiding Pitfalls

Cash contributions
= Under $250

= $250 or more

= Contemporaneous

= Acknowledgement receipt - example
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Tax Reporting Challenges...

...and Avoiding Pitfalls

Cash contributions - $250 or more

“Thank you for your generous donation of $300 to support
Charity ABC! We provided you no goods or services Iin
consideration for this gift. ABC Charity greatly appreciates
your support! Thank you!”
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Tax Reporting Challenges...

...and Avoiding Pitfalls

In-kind contributions
= Donated services (or the use of facilities)
» No tax deduction for donated time
» Out-of-pocket expense may be deductible
= Noncash contributions
> More than $500 and up to $5,000 — just receipts
> More than $5,000 — receipts and Form 8283

» Acknowledgement receipt — example
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Tax Reporting Challenges...

...and Avoiding Pitfalls

Noncash contributions - $250 or more

“Thank you for your lovely donation of the 19t century
antique lamp table to Charity ABC! We provided you no
goods or services in consideration for this gift. We greatly
appreciate your continued support of our annual auction!”
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Tax Reporting Challenges...

...and Avoiding Pitfalls

Fundraising events
= Galas

= Balls

= Dinners

= Banquets

Golf outings
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Tax Reporting Challenges...

...and Avoiding Pitfalls

Raffles
= Chances to win are not charitable contributions
= |[tems donated to raffle off ARE charitable deductions

= Need to register for Massachusetts
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Tax Reporting Challenges...

...and Avoiding Pitfalls

Auctions
= Noncash donations for the auction are deductible

= Winning bids — only deductible if above value of item

Shapiro

Accounting Tax Business Consulting

17



Tax Reporting Challenges...

...and Avoiding Pitfalls

Sponsorships

= Qualified corporate sponsorship is contribution

= Be aware of advertising — could be taxable UBI
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Tax Reporting Challenges...

...and Avoiding Pitfalls

Anonymous gifts
= Do they get a charitable receipt?
= Anonymous to the public — fine

= Anonymous to the IRS — not fine
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Tax Reporting Challenges...

...and Avoiding Pitfalls

Receipts

= Cash

= Noncash

= Vehicles

= Quid pro quo

= contributions over $75 are deductible only for portions that
exceed value of goods/services provided by charity

= solicitation or receipt

= must provide a good faith estimate of value of goods/services
provided by charity
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Tax Reporting Challenges...

...and Avoiding Pitfalls

Receipts — quid pro quo over $75

“Thank you for your $400 for 2 tickets to our Spring
Night Gala! The estimated value of the gala dinner for 2
tickets is $250. The amount of your contribution that is
deductible for federal income tax purposes is limited to
the excess of your payment over the value of the goods
or services provided by Charity ABC, so your tax
deductible contribution is limited to $150. We are so
grateful that you joined us for Spring Night!”
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Tax Reporting Challenges...

...and Avoiding Pitfalls

State registrations
= Be aware of compliance requirements

= Various states have different rules
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Tax Reporting Challenges...

...and Avoiding Pitfalls

Form 990 reporting

T MR T STREAL T AN STESLLASS ORI e pmmman v TANEW ML eRSERALEmE SRy e R A A o r
= b Met unrelated business taxable income from Form 990-T, line 34 |Tb 21,298,
Prior Year Current Year

o | 8 Contributions and grants (Part Vil ine ) 427,081, 515, 751.

2| 9 Program service revenue (Part VIl lne2g) /91,830, 8b4, 334,

E 10 Investment income (Part VIII, column (&), lines 3, 4, anu:l .fd- 25,446, 4,741.
11 Other revenue (Part VIll, coumn (2), ines 5, 6d, 8¢, 9c, 10c, and 118) 240,650, 168,923,
12  Taotal revenue - add lines & through 11 imust equal Part VIII, column (&), Ilne 2 1 r 485 I 007. 1 r 553 r 749,
13 Grants and similar amounts paid (Part IX, column (&), lines 1-3) . 0. 0.
14 Benefits paid to or for members (Part IX, column (&), line 4} 0. 0.

E 15 Salaries, other compensation, employee benefits (Part 1X, column [Fx] I|r1 5-‘0] 755,133, 786,101.

5 16a Professional fundraising fees (Part IX, column (&), ine 11e) 0. 0.

& b Total fundraising expenses (Part ¥, column (O), line 25) 135 - 323.

W17 other expenses (Part [, column (A}, Iines 11a-11d, 11f-24e) _ L ﬁ Your BlLIITIShE'Ip
18 Total expenses. Add lines 1317 (must equal Part X, column LF-u] Ilne ) r :
19 Revenue less expenses. Subfract line 18 fromline12 2, of-date.
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Tax Reporting Challenges...

...and Avoiding Pitfalls

Form 990 reporting

10 LU LI DTGRNILEELDTT PEUnL On Fary pA, GO (), D00 [T LN 2 JUL O gLUIEsgele Qranis un OLieT assErsinee 1w

or for foreign individuals? If "Yes," complete Schedule F, Parts Ml apay 1 {§ X
17 Did the organization report a total of more than $15,000 of expenses for professional fundraising services on Part [X,

column (&), nes 6 and 1187 If “Yes," complete Schecve G Pt/ I {] X
18  Did the organization repart more than $15,000 total of fundraising event gross income and contributions on Part VI lines

1cand 8a? If "Yes," complete Schedue G, POt~ 11} X
19 Did the organization repart more than $15,000 of gross income from gaming activities on Part VIII, line 9a7 If "Yes,®

cnn?E.'EtE schedule G, Part Il 19 X

Form 890 (2016)
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Tax Reporting Challenges...

...and Avoiding Pitfalls

Form 990 reporting

o uIII.II.} UL IRTI TAL Sl TL RR TR Wl W, LU, WA I'|'|.'l'|' '|.'IIIFI'.'.'|"|."|.' ll.il U I'.IJIIII [T 0] Il I.II-.|I'|.HJI|I TILAD WD
diector fustee ordiect or indiect owner?  Yes, complte Schectle L PtV - 1
29 Didthe organiztion receive more then $25,000 mnoncach contbutions? f 'Yes,'compefe Schece |
3 Did the organization receive contrbufions of rt istorcal freasires, or ofher simiar assets, or quaified conservation
contributions? f Yes " comolete Schedle M wl X
Shapiro
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Tax Reporting Challenges...

...and Avoiding Pitfalls

Form 990 reporting

Does the organization have annual gross receipts that are normally greater than $100,000, and did the organization solicit

any contributions that were not tax deductible as charitable contributions?
If *Yes," did the organization include with every solicitation an express statement that such contributions or gifts
Organizations that may receive deductible contributions under section 170§c).

Did the organization receive a payment in excess of 575 made partly as a contribution and partly for goods and services provided to the payor?
If "Yes," did the organization notify the donor of the value of the goods or services provided?
Did the organization =ell, exchange, or otherwize dispose of tangible personal property for which it was reqmred

O fllE PO B e ettt s e
If *Yes," indicate the number of Forms 8282 fied during the yvear . | 7d |

Ga

fa

ic

Did the organization receive any funds, directly or indirectly, to pay premiums on a perzonal benefit contract?
Did the organization, during the year, pay premiums, directly or indirectly, on a personal benefit contrget>
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Tax Reporting Challenges...

...and Avoiding Pitfalls

Form 990 reporting
| Enr‘t Vil Statement of Revenue

Check if Schedule O contains a response or note to any line in this Part Vil .

(A)
Total revenue He
EeXem;
re
£2| 1a Federatedcampsigns ________ |1a
EE b Membershipdues ______ |ib ]
d<| ¢ Fundraisingevents .. |1c 78,586.
$5| d Reatedorganizations ______ [1a
T‘:“:?Ei e Government grants (contributions) 1e
-EE f All other confributions, gifts, grants, and )
:SE similar amounts not included above | 1f 437,165.
E-n ] Honcash confbutions ncluded n nes fa-1F £ 1? - E-Bl .
3% n TotalAddinestaif . p | 515,751,
Business Code
ROWING 611600 | 350,030. 35

g | 2a
Shapiro
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Tax Reporting Challenges...

...and Avoiding Pitfalls

Form 990 reporting

¢ Ganorfloss) 0. -8,084,
d Netgainorfloss) . -8,084, -8,084.
3 8 a Gross income from fundraizing events (not
E nciuding $ 18,586, o
E contributions reported on line 1¢). See
- PartlV,line18 a| 38 ,12{-‘: .
g b Less directexpenses b 47,076.
¢ Netincome or (loss) from fundraisingevents ... B -8 7 952. -8 . 952.
9 a Gross income from gaming activities. See
rPart W lnet1s A
b Less directexpenses b
¢ Metincome or (loss) from gaming activities |
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Tax Reporting Challenges...

...and Avoiding Pitfalls

Form 990 reporting

section 401(k) and 403(b) employer contributions)
9 Otheremployee benefits ...
10 Payrolitaxes .
11 Fees for services (non-employees):

a Management ...
b Legal
© Accounting .
d Lebbying .
e Professional fundraising services. See Part IV, line 17
f Investment managementfees .
g Other. (If ling 11g amount exceeds 10% of line 25,

column (A) amount, list line 119 expenses on Sch 0.)
12 Advertising and promotion

Shapiro
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23,578. 19,376. 3,086. 1,106.
b0, 4bb. 44 ,989. B,812. b,4b5.
16,550. 16,550.
12,373. 3,878. 8,495.
20,069. 20,069.
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Tax Reporting Challenges...

...and Avoiding Pitfalls

Form 990 reporting

Schedule B Schedule of Contributors OME tao. 15450067

E";g‘o?g'g]' 990-EZ, B Attach to Form 990, Form 990-EZ, or Form 990-PF.

o P Information about Schedule B (Form 290, 990-EZ, or 290-PF) and 20 1 ﬁ
eparteent of the Treasury

Internal Revenue Sernce itz instructions is at WW.J’J’S.QDW?’&MEEQ .

Hame of the organization | Employer identification numi»et

e ——— g — - - | W Pl P L A e

SCHOOL, INC.

Part | Contributors (Ses instructions). Use duplicate copies of Part | if additional =pace is needed.

{a) ib) ic) id)
Ho. Hame, address, and ZIP + 4 Total contributions Type of contribution
Payroll [ ]
PO BOX 158 $ 10,000. Moncash
(Complete Part |l for
YA, MA noncash contributions.)
{a) ib) ic) id)
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Tax Reporting Challenges...

...and Avoiding Pitfalls

Form 990 reporting

Schedule G (Form 990 or 990-EF) 2016 Page 2
| Part 1l | Fundraising Events. Complete if the organization answered *Yes" on Form 990, Part IV, line 18, or reported more than $15,000

of fundraising event contributions and gross income on Form S90-EZ, lines 1 and 6b. List events with gross receipts greater than $5,000.

O &= o ] i e o
{a) Event & {b) Event #2 ) D}tqhg;q%_ntu {d) Total events
CPENING OF (add col. {a) through
col. (c])
o (event type) (event type) (total number)
=
c
] -
@1 Gross receipts 116,?10- 1lb,?1'::'.
2 Less: Contributions 78 ¥ 586. 78 ' 586.
3 Gross income (line 1 minus line 2) 33,124. 38.124.
4 Cashprizes
5 Noncashprizes .. ... 21,781. 21,781.
i
o
8|6 Renvfacitycosts .. 8,507. 8,507.
&
T|7 Food and beverages 6,646. 6,646.
5
8 Entertainment ... 4,400. 4,400.
9 Otherdirect expenses 5 ¥ IEYE 5 . VLY
10 Direct expense summary. Add lines 4 through 9 in column (d) > 47 ' U76.
11 Met income summary. Subtract line 10 from line 3. column (d) | -5 ¥ 952.
mll"l AMIRA. Mamnlete if the arnanization anawsrsd "Yaa® an Farm OG0 Park W line 10 ar rennded mors than
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Tax Reporting Challenges...

...and Avoiding Pitfalls

Appraisals
= Qualified appraisers — specific definition, expertise
= Form 8283 — for donations valued over $5,000

= Charity should not pay for appraisals for donors
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Tax Reporting Challenges...

...and Avoiding Pitfalls

Gift acceptance policy considerations

Board adopt a written policy

Appoint committee to review unusual donations
Document date of approval(s)

Default to renegotiate

Always instruct donor to consult his/her legal counsel
Address legal, environmental, appraisal matters

Consider reputational risk

Shapiro
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IRS Audit Technique Guide

IRS’s Audit Technique Guides (ATGS)

Public Charities

Private Foundations

Private and Charter Schools

Educational Organizations Other Than Schools
Religious Organizations

Other 501(c)(3) Organizations

Fundraising Activities (applies to multiple types of
exempt organizations)

BlumShapiro
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https://www.irs.gov/pub/irs-tege/atg_public_charities.pdf
https://www.irs.gov/pub/irs-tege/atg_private_foundations.pdf
https://www.irs.gov/pub/irs-tege/atg_private_charter_schools.pdf
https://www.irs.gov/pub/irs-tege/atg_educ_orgs_other_than_schools.pdf
https://www.irs.gov/pub/irs-tege/atg_religious_orgs.pdf
https://www.irs.gov/pub/irs-tege/atg_other_501c3_orgs.pdf
https://www.irs.gov/pub/irs-tege/atg_fundraising.pdf
https://www.irs.gov/pub/irs-tege/atg_fundraising.pdf

IRS Audit Technique Guide

Fundraising Activities — ATG
= Professional fundraisers
= Fundraising events

o Audit Technique Guide - Fundraising Activities
= Substantiation rules q g

Introduction
= Quid pro quo contributions |
This guide adcresses examining ax exempt organization unaraising and provides:
= Non-cash contributions  Sagoind o
v Audt quidelnes
= Penalty considerations + Adiges
o Audit procedures

This guid s ot lnclusve and doesn't nend o mit agents o entying ssues
Shaplr() Or usng techmiques notised in s guide

Accounting Tax Business Consulting
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https://www.irs.gov/pub/irs-tege/atg_public_charities.pdf

IRS Audit Technique Guide

IRS types of contacts

a “Soft” letters — educational outreach

INTERNAL REVENUE SERVICE DEPARTMENT OF THE TREASURY

a Compliance checks EEEFE LT N

Eup:
are:  MAR 2 0 2007 Zo-5473208
) DLN
7053087037037
131 Avn AssocTATION contact person.
&70 0wt b scmrRD Tonw © xR o% 31317

310 POX VILLAGE OT Contact Telephone Number:
3021 (877) 828-5500

Q Correspondence audits B

Effective Date of Exemption:
November 21, 2006

Contribution Deductibility:
e

Dear Applicant:

[ [l

D I I ‘ ! au I I S We are pleased to inform you that upon review of your application for tax-
exempt status we have determined that you are exempt from Federal income tax
under section 501(c) (13) of the Internal Revenue Code. Because thie letter

could help resolve any questions regarding your exempt status, you should keep

it in your permanent records.

Flease see enclossd Informaticn for Organizations Xxempt Duder Secticus Other
ul about your 4

Than 501(c) (3} for scme helpf as an
exempt organization

This determination is based on your representation that ar least 75 percent

of your members are past OX present members of the Armed Forces of the

United States defined under mection 501(c) (18) of the Code. It is also

based on YOUr representation CRAT substantially all Of YOUr other members, if
any, are individuals who are cadets, or are spouses, widows, or widowers of

past or present members of the Ammed Forces of the Dnited States or of cadets.

Based on your representation that at least 50 percent of your members are War
veterans and that you are organized and cperated primarily for purposes
consistent with your current status as a war veterans organization, donors can
deduct contributions made to or for the use of your organimation

If, in the future, > organization does not meet this membership test or if

you:
your purposes, character, or method of cperation changes, donors cannot deduct
contributions to or for the use of your organization, as provided by section

aincerely,

Rulings Agreements

for ions Exempt Under Sections Other
Than 501 (c) (3)

Accounting Tax Business Consulting
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IRS Audit Technique Guide

Our predictions of IRS red flags include

Fundraising events
Noncash contributions
Art & historical treasures
Anonymous donors
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