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Important Change
for 1996

Donations of appreciated stock. The spe-
cial rule allowing a deduction for the full fair
market value of qualified appreciated stock
given to certain private foundations is rein-
stated, but only for contributions made after
June 30, 1996 and before June 1, 1997. See
Capital Gain Property, later.

Important Reminders

Disaster relief. You can deduct contributions
earmarked for “Earthquake Disaster Relief ”
or other disaster relief to a qualified organiza-
tion (defined later under Organizations That
Qualify To Receive Deductible Contributions ).
However, you cannot deduct contributions
earmarked for relief of a particular individual or
family.

Written acknowledgement required. You
can claim a deduction for a contribution of
$250 or more only if you have a written ac-
knowledgement of your contribution from the
qualified organization. For more information,
see Records To Keep, later.

Payment partly for goods or services. A
qualified organization that receives a payment
from you must give you a written statement if
the payment is more than $75 and is partly a
contribution and partly for goods or services.
The statement must tell you that you can de-
duct only the amount of your payment that is
more than the value of the goods or services
you received. See Contributions From Which
You Benefit, under Contributions You Can De-
duct, for more information.

Introduction

This publication discusses organizations that
are qualified to receive charitable contribu-
tions, the types of contributions you can de-
duct, how much you can deduct, what records
to keep, and how to report charitable contribu-
tions. A charitable contribution is a donation



or gift to, or for the use of, a qualified organi-
zation. Itis voluntary and is made without get-
ting, or expecting to get, anything of equal
value.

Qualified organizations include nonprofit
groups that are religious, charitable, educa-
tional, scientific, or literary in purpose, or that
work to prevent cruelty to children or animals.
You will find descriptions of these organiza-
tions under Organizations That Qualify To Re-
ceive Deductible Contributions , later.

To deduct a charitable contribution, you
must file Form 1040 and itemize deductions
on Schedule A. The amount of your deduction
may be limited if certain rules and limits ex-
plained in this publication apply to you.

Useful Iltems
You may want to see:

Publication
J 78 Cumulative List of Organizations

0561 Determining the Value of Donated
Property

Form (and Instructions)

0 Schedule A (Form 1040)
Deductions

18283 Noncash Charitable
Contributions

Iltemized

See How To Get More Information, near
the end of this publication for information
about getting these publications and forms.

Organizations That
Qualify To Receive
Deductible
Contributions

You can deduct your contributions only if you
make them to a qualified organization. To
become a qualified organization, most organi-
zations other than churches and govern-
ments, as described below, must apply to the
IRS.

You can ask any organization
@ whether it is a qualified organization,
and most will be able to tell you. Or

you can check IRS Publication 78, Cumulative
List of Organizations, which lists most quali-
fied organizations. You may find Publication
78 in your local library’s reference section. If
not, you can call the IRS tax help telephone
number shown for your area in your tax pack-
age to find out if an organization is qualified.

Types of Qualified

Organizations

Generally, only the five following types of or-
ganizations can be qualified organizations:

1) A community chest, corporation, trust,
fund, or foundation organized or created
in or under the laws of the United States,
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Table 1. Examples of Charitable Contributions—A Quick Check

Use the following lists for a quick check of contributions you can or cannot deduct. See the
rest of this publication for more information and additional rules and limits that may apply.

Deductible As
Charitable Contributions

Money or property you give to:

¢ Churches, synagogues, temples,
mosques, and other religious
organizations

¢ Federal, state, and local governments, if
your contribution is solely for public
purposes (for example, a gift to reduce
the public debt)

¢ Nonprofit schools and hospitals

¢ Public parks and recreation facilities

e Salvation Army, Red Cross, CARE,
Goodwill Industries, United Way, Boy
Scouts, Girl Scouts, Boys and Girls Clubs
of America, etc.

* \War veterans’ groups

Costs you pay for a student living with you,
sponsored by a qualified organization

Out-of-pocket expenses when you serve a
qualified organization as a volunteer

Not Deductible As
Charitable Contributions

Money or property you give to:
¢ Civic leagues, social and sports
clubs, labor unions, and chambers of
commerce

¢ Foreign organizations (except certain
Canadian and Mexican charities)

e Groups that are run for personal profit

® Groups whose purpose is to lobby for
law changes

e Homeowners’ associations
¢ Individuals

¢ Political groups or candidates for
public office

Cost of raffle, bingo, or lottery tickets

Dues, fees, or hills paid to country clubs,
lodges, fraternal orders, or similar groups

Tuition
Value of your time or services

Value of blood given to a blood bank

any state, the District of Columbia, or any
possession of the United States (includ-
ing Puerto Rico). It must be organized
and operated only for:

a) Religious,

b) Charitable,

c) Educational,

d) Scientific, or

e) Literary purposes, or

f) For the prevention of cruelty to children
or animals.
Certain organizations that foster national
or international amateur sports competition
also qualify.

2) War veterans’ organizations, including
posts, auxiliaries, trusts, or foundations,
organized in the United States or any of
its possessions.

3) Domestic fraternal societies, orders,
and associations operating under the
lodge system.

Note: Your contribution to this type of
organization is deductible only if it is to be
used solely for charitable, religious, scien-
tific, literary, or educational purposes, or
for the prevention of cruelty to children or
animals.

4) Certain nonprofit cemetery companies
or corporations.

Note: Your contribution to this type of
organization is not deductible if it can be
used for the care of a specific lot or mau-
soleum crypt.

5
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The United States or any state, the Dis-
trict of Columbia, a U.S. possession (in-
cluding Puerto Rico), a political subdivi-
sion of a state or U.S. possession, or an
Indian tribal government or any of its sub-
divisions that perform substantial govern-
ment functions.

Note: To be deductible, your contribu-
tion to this type of organization must be
made solely for public purposes.

Example 1. You contribute cash to
your city’s police department to be used
as a reward for information about a crime.
The city police department is a qualified
organization, and your contribution is for a
public purpose. You can deduct your
contribution.

Example 2. You make a voluntary
contribution to the social security trust
fund, not earmarked for a specific ac-
count. Because the trust fund is part of the
U.S. Government, you contributed to a
gualified organization. You can deduct
your contribution.



Examples. Qualified organizations include:

¢ Churches, a convention or association of
churches, temples, synagogues, mosques,
and other religious organizations. However,
if such religious organizations were not or-
ganized in the United States or its posses-
sions, they are not qualified organizations.
There are exceptions for certain contribu-
tions to Canadian and Mexican charities
discussed later.

¢ Most nonprofit charitable organizations
such as the Red Cross and the United Way.

¢ Most nonprofit educational organizations,
including the Girl (and Boy) Scouts of
America, colleges, museums, and day-care
centers if substantially all the child care pro-
vided is to enable individuals (the parents)
to be gainfully employed and the services
are available to the general public. How-
ever, if your contribution is a substitute for
tuition or other enrollment fee, it is not de-
ductible as a charitable contribution, as ex-
plained later under Contributions You Can-
not Deduct.

¢ Nonprofit hospitals and medical research
organizations.

¢ Utility company emergency energy pro-
grams, if the utility company is an agent for
a charitable organization that assists indi-
viduals with emergency energy needs.

¢ Nonprofit volunteer fire companies.
e Public parks and recreation facilities.

¢ Civil defense organizations.

Canadian charities. You may be able to de-
duct contributions to certain Canadian charita-
ble organizations covered under an income
tax treaty with Canada.

To deduct your contribution to a Canadian
charity, you generally must have income from
sources in Canada. See Publication 597, Infor-
mation on the United States—Canada Income
Tax Treaty, for information on how to figure
your deduction.

Mexican charities. You may be able to de-
duct contributions to certain Mexican charita-
ble organizations under an income tax treaty
with Mexico.

The organization must meet tests that are
essentially the same as the tests that qualify
U.S. organizations to receive deductible con-
tributions. The organization may be able to tell
you if it meets these tests. If not, you can get
general information about the tests the organi-
zation must meet by writing to the Internal
Revenue Service, Assistant Commissioner
(International), Attention: CP:IN:D:CS, 950
L’Enfant Plaza, SW, Washington, DC 20024.

To deduct your contribution to a Mexican
charity, you must have income from sources in
Mexico. The limits described in Limits on De-
ductions, later, apply and are figured using
your income from Mexican sources. Those
limits also apply to all your charitable contribu-
tions, as described in that discussion.

Contributions
You Can Deduct

Generally, you can deduct your contributions
of money or property that you make to, or for
the use of, a qualified organization. A gift or
contribution is “for the use of” a qualified or-
ganization when it is held in a legally enforcea-
ble trust for the qualified organization or in a
similar legal arrangement.

The contributions must be made to a quali-
fied organization and not set aside for use by a
specific person.

If you give property to a qualified organiza-
tion, you generally can deduct the fair market
value of the property at the time of the contri-
bution. See Contributions of Property, later.

Your deduction for charitable contributions
is generally limited to 50% of your adjusted
gross income, but in some cases 20% and
30% limits may apply. See Limits on Deduc-
tions, later.

The total of your charitable contributions
deduction and certain other itemized deduc-
tions may be limited. See the instructions for
Form 1040 for more information.

Table 1in this publication lists some exam-
ples of contributions you can deduct and some
that you cannot deduct.

Contributions From
Which You Benefit

If you receive a benefit as a result of making a
contribution to a qualified organization, you
can deduct only the amount of your contri-
bution that is more than the value of the
benefit you receive. Also see Contributions
From Which You Benefit, under Contributions
You Cannot Deduct, later.

If you pay more than fair market value to a
qualified organization for merchandise, goods,
or services, the amount you pay that is more
than the value of the item can be a charitable
contribution. For the excess amount to qualify,
you must pay it with the intent to make a chari-
table contribution.

Example 1. You pay $65 for a ticket to a
dinner-dance at a church. All the proceeds of
the function go to the church. The ticket to the
dinner-dance has a fair market value of $25.
When you buy your ticket you know that its
value is less than your payment. To figure the
amount of your charitable contribution, you
subtract the value of the benefit you receive
($25) from your total payment ($65). You can
deduct $40 as a charitable contribution to the
church.

Example 2. At a fund-raising auction con-
ducted by a charity, you pay $600 for a week’s
stay at a beach house. The amount you pay is
no more than the fair rental value. You have
not made a deductible charitable contribution.

Athletic events. If you make a payment to, or
for the benefit of, a college or university and,
as a result, you receive the right to buy tickets
to an athletic event in the athletic stadium of
the college or university, you can deduct 80%
of the payment as a charitable contribution.

If any part of your payment is for tickets
(rather than the right to buy tickets), that part is
not deductible. In that case, subtract the price
of the tickets from your payment. 80% of the
remaining amount is a charitable contribution.

Example 1. You pay $300 a year for mem-
bership in an athletic scholarship program
maintained by a university (a qualified organi-
zation). The only benefit of membership is that
you have the right to buy one season ticket for
a seat in a designated area of the stadium at
the university’s home football games. You can
deduct $240 (80% of $300) as a charitable
contribution.

Example 2. Assume the same facts as in
Example 1 except that your $300 payment in-
cluded the purchase of one season ticket for
the stated ticket price of $120. You must sub-
tract the usual price of a ticket ($120) from
your $300 payment. The result is $180. Your
deductible charitable contribution is $144
(80% of $180).

Charity benefit events. If you pay a qualified
organization more than fair market value for
the right to attend a charity ball, banquet,
show, sporting event, or other benefit event,
you can deduct only the amount that is more
than the value of the privileges or other bene-
fits you receive.

If there is an established charge for the
event, that charge is the value of your benefit.
If there is no established charge, your contri-
bution is that part of your payment that is more
than the reasonable value of the right to at-
tend the event. Whether you use the tickets or
other privileges has no effect on the amount
you can deduct. However, if you return the
ticket to the qualified organization for resale,
you can deduct the entire amount you paid for
the ticket.

Even if the ticket or other evidence of pay-
ment indicates that the payment is a “contri-
bution,” this does not mean you can deduct
the entire amount. If the ticket shows the price
of admission and the amount of the contribu-
tion, you can deduct the contribution amount.

Example. You pay $40 to see a special
showing of a movie for the benefit of a quali-
fied organization. Printed on the ticket is “Con-
tribution—%$40." If the regular price for the
movie is $8, your contribution is $32 ($40 pay-
ment — $8 regular price).

Membership fees or dues. You may be able
to deduct membership fees or dues you pay to
a qualified organization. However, you can de-
duct only the amount that is more than the
value of the benefits you receive. You cannot
deduct dues, fees, or assessments paid to
country clubs and other social organizations.
They are not qualified organizations.

Certain membership benefits can be
disregarded. Both you and the organization
can disregard certain membership benefits
when they are provided in return for an annual
payment of $75 or less to the qualified organi-
zation. You can pay more than $75 to the or-
ganization if the organization does not require
a larger payment for you to receive the bene-
fits. The benefits covered under this rule are:
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¢ Any rights or privileges, other than those
discussed under Athletic events earlier, that
you can use frequently while you are a
member, such as:

a) Free or discounted admission to the or-
ganization’s facilities or events,

b) Free or discounted parking,

c) Preferred access to goods or services,
and

d) Discounts on the purchase of goods
and services;

¢ Admission, while you are a member, to
events that are open only to members of
the organization if the organization reason-
ably projects that the cost per person (ex-
cluding any allocated overhead) is not more
than $6.70 (for 1996 events). This amount
may be adjusted annually for inflation.

Token items. You can deduct your entire pay-
ment to a qualified organization as a charitable
contribution, if both of the following are true:

1) Youreceive:

a) As aresult of the payment, low-cost
items such as bookmarks, calendars,
mugs, or caps that have on them the or-
ganization’s name or logo, or

b) A low-cost item that you did not order
and can keep even if you do not make a
contribution.

2) The qualified organization correctly in-
forms you that the value of the item you
received is not substantial and that you
can deduct your payment in full.

Written statement. A qualified organization
must give you a written statement if you make
a payment to it that is more than $75 and is
partly a contribution and partly for goods or
services. The statement must tell you that you
can deduct only the amount of your payment
that is more than the value of the goods or ser-
vices you received. It must also give you a
good faith estimate of the value of those
goods or services.

The organization can give you the state-
ment either when it solicits or when it receives
the payment from you.

Exception. An organization will not have
to give you this statement if one of the follow-
ing is true:

1) The organization is:

a) The type of organization described in
(5) under Types of Qualified Organiza-
tions, earlier, or

b) Formed only for religious purposes, and
the only benefit you receive is an intan-
gible religious benefit (such as admis-
sion to a religious ceremony) that gen-
erally is not sold in commercial
transactions outside the donative
context.

2) You receive only low-cost items as de-
scribed under Token items, earlier.
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Expenses Paid for
Student Living With You

You may be able to deduct some expenses of
having a student live with you. You can deduct
qualifying expenses for a foreign or Ameri-
can student who:

1) Livesin your home under a written agree-
ment between you and a qualified or-
ganization (defined later) as part of a
program of the organization to provide ed-
ucational opportunities for the student,

2) Is not your dependent or relative, and

3) Is a full-time student in the twelfth or any
lower grade at a school in the United
States.

You can deduct up to $50 a month for
each full calendar month the student lives with
you. Any month when conditions (1) through
(3) above are met for 15 or more days counts
as a full month.

Qualified organization. For these purposes,
a qualified organization can be any of the or-
ganizations described earlier under Organiza-
tions That Qualify To Receive Deductible Con-
tributions , except those in (4) and (5). For
example, if you are providing a home for a stu-
dent through a state or local government
agency, you cannot deduct your expenses as
charitable contributions.

Qualifying expenses. Expenses that you may
be able to deduct include the cost of books, tu-
ition, food, clothing, transportation, medical
and dental care, entertainment, and other
amounts you actually spend for the well-being
of the student.

Expenses that do not qualify. Depreciation
on your home, the fair market value of lodging,
and similar items are not considered amounts
spent by you. In addition, general household
expenses, such as taxes, insurance, repairs,
etc., do not qualify for the deduction.

If you are compensated or reimbursed
for any part of the costs of having a student liv-
ing with you, you cannot deduct any of your
costs. However, if you are reimbursed for only
an extraordinary or a one-time item, such as a
hospital bill or vacation trip, that you paid in ad-
vance at the request of the student’s parents
or the sponsoring organization, you can de-
duct your expenses for the student for which
you were not reimbursed.

Mutual exchange program. You cannot
deduct the costs of a foreign student living in
your home under a mutual exchange program
through which your child will live with a family
ina foreign country.

Reporting expenses. For a list of what you
must file with your return if you deduct ex-
penses for a student living with you, see Re-
porting expenses for student living with you ,
under How To Report, later.

Out-of-Pocket Expenses

in Giving Services

You may be able to deduct some amounts you
pay in giving services to a qualified organiza-
tion. The amounts must be: .

¢ Unreimbursed,
¢ Directly connected with the services,

¢ Expenses you had only because of the ser-
vices you gave, and

e Not personal, living, or family expenses.

Table 2 contains questions and answers
that apply to some individuals who volunteer
their services.

Underprivileged youths selected by char-
ity. You can deduct reasonable unreimbursed
out-of-pocket expenses you pay to allow un-
derprivileged youths to attend athletic events,
movies, or dinners. The youths must be se-
lected by a charitable organization whose goal
is to reduce juvenile delinquency. Your own
similar expenses in accompanying the youths
are not deductible.

Conventions. If you are a chosen representa-
tive attending a convention of a qualified or-
ganization, you can deduct unreimbursed ex-
penses for travel and transportation, including
a reasonable amount for meals and lodging,
while away from home overnight in connection
with the convention. However, see Travel,
later.

You cannot deduct personal expenses
for sight-seeing, fishing parties, theater tick-
ets, or nightclubs. You also cannot deduct
travel, meals and lodging, and other expenses
for your spouse or children.

You cannot deduct your expenses in at-
tending a church convention if you go only as a
member of your church rather than as a cho-
sen representative. You can deduct un-
reimbursed expenses that are directly con-
nected with giving services for your church
during the convention.

Uniforms. You can deduct the cost and up-
keep of uniforms that are not suitable for eve-
ryday use and that you must wear while per-
forming donated services for a charitable
organization.

Foster parents. You can deduct some of the
costs of being a foster parent (foster care pro-
vider) if you have no profit motive in providing
the foster care and are not, in fact, making a
profit.

You can deduct expenses that are:

1) Greater than any nontaxable payments
you receive to provide foster care for indi-
viduals placed in your home by a charita-
ble organization, and

2) Spent to provide support for those
individuals.

Church deacon. You can deduct as a charita-
ble contribution any unreimbursed expenses



Table 2. Volunteers’ Questions and Answers

If you do volunteer work for a qualified organization, the following questions and answers may apply to you. All of the rules explained in this
publication also apply. See, in particular, Out-of-Pocket Expenses in Giving Services.

Question

Answer

do. Can | deduct $36 a week for my time?

expenses for these trips?

I do volunteer work 6 hours a week in the office of a qualified
organization. The receptionist is paid $6 an hour to do the same work |

The office is 30 miles from my home. Can | deduct any of my car

No, you cannot deduct the value of your time or services.

Yes, you can deduct the costs of gas and oil that are

directly related to getting to the qualified organization where you are
a volunteer. If you don’t want to figure your actual costs, you can
deduct 12 cents for each mile.

uniforms that | must wear?

I am a Red Cross nurse’s aide at a hospital. Can | deduct the cost of

Yes, you can deduct the cost of buying and cleaning your uniforms if
the hospital is a qualified organization, the uniforms are not suitable
for everyday use, and you must wear them when volunteering.

| pay a babysitter to watch my children while | do volunteer work for a
qualified organization. Can | deduct these costs?

No, you cannot deduct payments for child care expenses as a
charitable contribution, even if they are necessary so you can do
volunteer work for a qualified organization. (If you have child care
expenses so you can work for pay, get Publication 503, Child and
Dependent Care Expenses.)

you have while in a permanent diaconate pro-
gram established by your church. These ex-
penses include the cost of vestments, books,
and transportation required in order to serve in
the program as either a deacon candidate or
as an ordained deacon.

Car expenses. You can deduct unreimbursed
out-of-pocket expenses, such as the cost of
gas and oil, that are directly related to the use
of your car in giving services to a charitable or-
ganization. You cannot deduct general repair
and maintenance expenses, depreciation, re-
gistration fees, or the costs of tires or
insurance.

If you do not want to deduct your actual ex-
penses, you can use a standard rate of 12
cents a mileto figure your contribution.

You can deduct parking fees and tolls,
whether you use your actual expenses or the
standard rate.

You must keep reliable written records of
your car expenses. For more information, see
Car Expenses under Records To Keep, later.

Travel. Generally, you can claim a charitable
contribution deduction for travel expenses
necessarily incurred while you are away from
home performing services for a charitable or-
ganization only if there is no significant ele-
ment of personal pleasure, recreation, or va-
cation in such travel. This applies whether you
pay the expenses directly or indirectly. You are
paying the expenses indirectly if you make a
payment to the charitable organization and the
organization pays for your travel expenses.

The deduction for travel expenses will not
be denied simply because you enjoy providing
services to the charitable organization. Even if
you enjoy the trip, you can take a charitable
contribution deduction for your own travel ex-
penses if you are on duty in a genuine and sub-
stantial sense throughout the trip. However, if
you have only nominal duties relating to the
performance of services for the charity, or if
for significant portions of the trip you are not
required to render services, you cannot deduct
your travel expenses.

Example 1. You are a troop leader for a
tax-exempt youth group and take the group on
a camping trip. You are responsible for over-
seeing the set up of the camp and for provid-
ing the adult supervision for other activities
during the entire trip. You participate in the ac-
tivities of the group and really enjoy your time
with them. After camping with them, you over-
see the breaking of camp and you transport
the group home. You can deduct your travel
expenses.

Example 2. You sail from one island to an-
other and spend 8 hours a day counting
whales and other forms of marine life. The pro-
ject is sponsored by a charitable organization.
In most circumstances, you cannot deduct
your expenses.

Example 3. You work for several hours
each morning on an archeological excavation
sponsored by a charitable organization. The
rest of the day is free for recreation and sight-
seeing. You cannot take a charitable contribu-
tion deduction even though you work very
hard during those few hours.

Example 4. You spend the entire day at-
tending a charitable organization’s regional
meeting as a chosen representative. In the
evening you go to the theater. You can claim
your travel expenses as charitable contribu-
tions, but you cannot claim the cost of your
evening at the theater.

Daily allowance (per diem). If you pro-
vide services for a charitable organization and
receive a daily allowance to cover reasonable
travel expenses, including meals and lodging
while away from home overnight, you must in-
clude in income the amount of the allowance
that is more than your deductible travel ex-
penses. You can deduct your necessary travel
expenses that are more than the allowance.

Deductible travel expenses. These
include:

e Air, rail, and bus transportation,
e Qut-of-pocket expenses for your car,

e Taxi fares or other costs of transportation
between the airport or station and your
hotel,

e |odging costs, and
e The cost of meals.

Because these travel expenses are not busi-
ness-related, they are not subject to the same
limits business related expenses are. For in-
formation on business travel expenses, see
Travel Expenses in Publication 463, Travel,
Entertainment, Gift, and Car Expenses .

Contributions
You Cannot Deduct

There are some contributions that you cannot
deduct. There are others that you can deduct
only part of.

You cannot deduct as a charitable
contribution:

1) A contribution to a specific individual,

2) A contribution to a nonqualified
organization,

3) The part of a contribution from which
you receive or expect to receive a
benefit,

4) The value of your time or services,

5) Your personal expenses,

6) Appraisal fees, or

7) Certain contributions of partial interests
in property

Detailed discussions of these items follow.

Contributions to Individuals
You cannot deduct contributions to specific in-
dividuals, including:

e Contributions to fraternal societies
made for the purpose of paying medical or
burial expenses of deceased members.

e Contributions to individuals who are
needy or worthy. This includes contribu-
tions to a qualified organization if you indi-
cate that your contribution is for a specific
person. But you can deduct a contribution
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that you give to a qualified organization that
in turn helps needy or worthy individuals if
you do not indicate that your contribution is
for a specific person.

e Payments to a member of the clergy that
can be spent as he or she wishes, such as
for personal expenses.

e Expenses you paid for another person
who provided services to a qualified
organization.

Example. Your son does missionary
work. You pay his expenses. You cannot
claim a deduction for your son’s un-
reimbursed expenses related to his contri-
bution of services.

e Payments to a hospital that are for a spe-
cific patient’s care or for services for a spe-
cific patient. You cannot deduct these pay-
ments even if the hospital is operated by a
city, state, or other qualified organization.

Contributions to
Nonqualified Organizations

You cannot deduct contributions to organiza-
tions that are not qualified to receive tax-de-
ductible contributions, including:

e Certain state bar associations, if:

a) The state bar is not a political subdivi-
sion of a state,

b) The bar has private, as well as public,
purposes, such as promoting the pro-
fessional interests of members, and

¢) Your contribution is unrestricted and
can be used for private purposes.

e Chambers of commerce and other busi-
ness leagues or organizations.

e Civic leagues and associations.
e Communist organizations.
e Country clubs and other social clubs.

® Foreign organizations. But you can deduct
contributions you make to:

a) A U.S. organization that transfers funds
to a charitable foreign organization if
the U.S. organization controls the use
of the funds or if the foreign organiza-
tion is only an administrative arm of the
U.S. organization, or

b) Certain Canadian or Mexican charitable
organizations. See Canadian charities
and Mexican charities under Organiza-
tions That Qualify To Receive Deducti-

ble Contributions, earlier.

~

e Homeowners’ associations.

e Laborunions. (Butyou may be able to de-
duct union dues as a miscellaneous item-
ized deduction, subject to the 2% of ad-
justed gross income limit, on Schedule A
(Form 1040). See Publication 529, Miscella-
neous Deductions.)

e Political organizations and candidates.
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Contributions From
Which You Benefit

If you receive or expect to receive a financial
or economic benefit as a result of making a
contribution to a qualified organization, you
cannot deduct the part of the contribution that
represents the value of the benefit you re-
ceive. See Contributions From Which You
Benefit under Contributions You Cannot De-
duct, earlier. These contributions include:

e Contributions for lobbying. This includes
amounts that you earmark for use in, or in
connection with, influencing specific
legislation.

e Contributions to a retirement home that
are clearly for room, board, maintenance, or
admittance. Also, if the amount of your con-
tribution depends on the type or size of
apartment you will occupy, it is not a chari-
table contribution.

e Costs of raffles, bingo, lottery, etc. You
cannot deduct as a charitable contribution
amounts you pay to buy raffle or lottery tick-
ets or to play bingo or other games of
chance. For information on how to report
gambling winnings and losses, see Deduc-
tions Not Subject to the 2% Limit in Publi-
cation 529.

e Dues to fraternal orders and similar
groups. However, see Membership fees or
dues, earlier under Contributions From
Which You Benefit.

e Tuition, or amounts you pay instead of tui-
tion, even if you pay them for children to at-
tend parochial schools or qualifying non-
profit day-care centers. You also cannot
deduct any fixed amount you may be re-
quired to pay in addition to the tuition fee to
enroll in a private school, even if it is desig-
nated as a “donation.”

Value of Time

or Services

You cannot deduct the value of your time or
services, including:

e Blood donations to the Red Cross or to
blood banks.

e The value of income lost while you work
as an unpaid volunteer for a qualified
organization.

Personal Expenses

You cannot deduct personal, living, or family
expenses, such as:

e The cost of meals you eat while you per-
form services for a qualified organization,
unless it is necessary for you to be away
from home overnight while performing the
services.

e Adoption expenses, including fees paid to
an adoption agency and the costs of keep-
ing a child in your home before adoption is
final. However, you may be able to claim an
exemption for the child. See Adoption in

Publication 501, Exemptions, Standard De-
duction, and Filing Information, for more
information.

Appraisal Fees

Fees that you pay to find the fair market value
of donated property are not deductible as con-
tributions. You can claim them, subject to the
2% of adjusted gross income limit, as miscel-
laneous deductions on Schedule A (Form
1040). See Deductions Subject to the 2%
Limit in Publication 529 for more information.

Partial Interest

in Property.

Generally, you cannot deduct a contribution of
less than your entire interest in property. For
details, see Partial interest in property under
Contributions of Property, later.

Contributions
of Property

If you contribute property to a qualified organi-
zation, the amount of your charitable contribu-
tion is generally the fair market value of the
property at the time of the contribution. How-
ever, if the property has increased in value,
you may have to make some adjustments to
the amount of your deduction. See Giving
Property That Has Increased in Value , later.

For information about the records you
must keep and the information you must fur-
nish with your return if you donate property,
see Records To Keep and How To Report,
later.

Contributions Subject to

Special Rules
Special rules apply if you contributed:

e Property subject to a debt,
® A partial interest in property,

¢ A future interest in tangible personal prop-
erty, or

¢ Inventory from your business.
These special rules are described next.

Property subject to a debt. If you contribute
property subject to a debt (such as a mort-
gage), you must reduce the fair market value
of the property by:

1) Any allowable deduction for interest that
you paid (or will pay) attributable to any
period after the contribution, and

2) If the property is a bond, the lesser of:

a) Any allowable deduction for interest
you paid (or will pay) to buy or carry the
bond that is attributable to any period
before the contribution, or

b) The interest, including bond discount,
receivable on the bond that is attributa-
ble to any period before the contribu-
tion, and that is not includible in your in-
come due to your accounting method.



This prevents a double deduction of the same
amount as investment interest and also as a
charitable contribution.

If the debt is assumed by the recipient (or
another person), you must also reduce the fair
market value of the property by the amount of
the outstanding debt.

If you sold the property to a qualified organ-
ization at a bargain price, the amount of the
debt is also treated as an amount realized on
the sale or exchange of property. For more in-
formation, see Bargain Sales under Giving
Property That Has Increased in Value , later.

Partial interest in property. Generally, you
cannot deduct a charitable contribution not
made by a transfer in trust of less than your en-
tire interest in property. A contribution of the
right to use property (not made by a transfer in
trust) is a contribution of less than your entire
interest in that property and is not deductible.

Example 1. You own a 10-story office
building and donate rent-free use of the top
floor to a charitable organization. Since you
still own the building, you have contributed a
partial interest in the property and cannot take
a deduction for the contribution.

Example 2. A owns a vacation home at the
beach that he sometimes rents to others. For
a fund-raising auction at his church, he
donated the right to use the vacation home for
one week. At the auction, the church received
and accepted a bid from B equal to the fair
rental value of the home for one week. A can-
not claim a deduction because of the partial in-
terest rule just discussed.

Note: B cannot claim a deduction either
because he received a benefit equal to the
amount of his contribution. See Contributions
From Which You Benefit, earlier.

Exceptions. You can deduct a charitable
contribution of a partial interest in property
only if that interest represents one of the
following:

1) A remainder interest in your personal
home or farm. A remainder interest is one
that passes to a beneficiary after the end
of an earlier interest in the property.

Example. You keep the right to live in
your home during your lifetime and give
your church a remainder interest that be-
gins upon your death.

An undivided part of your entire interest.
This must consist of a part of every sub-
stantial interest or right you own in the
property and must last as long as your in-
terest in the property lasts.

Example. You contribute voting stock
to a qualified organization but keep the
right to vote the stock. The right to vote is
a substantial right in the stock. You have
not contributed an undivided part of your
entire interest and cannot deduct your
contribution.

A partial interest that would be deductible
if transferred in trust.

A qualified conservation contribution (de-
fined under Qualified conservation contri-
bution in Publication 561, Determining the
Value of Donated Property).
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For information about how to figure the
value of a contribution of a partial interest in
property, see Partial Interest in Property Not in
Trustin Publication 561.

Future interest in tangible personal prop-
erty. You can deduct the value of a charitable
contribution of a future interest in tangible per-
sonal property only after all intervening inter-
ests in and rights to the actual possession or
enjoyment of the property have either expired
or been turned over to someone other than
yourself, a related person, or a related
organization.

Related persons include your spouse, chil-
dren, grandchildren, brothers, sisters, and par-
ents. Related organizations may include a
partnership or corporation that you have an in-
terest in, or an estate or trust that you have a
connection with.

Tangible personal property. This is any
property, other than land or buildings, that can
be seen or touched. It includes furniture,
books, jewelry, paintings, and cars.

Future interest. This is any interest that is
to begin at some future time, regardless of
whether it is designated as a future interest
under state law.

Example. You own an antique car that you
contribute to a museum. You give up owner-
ship, but retain the right to keep the car in your
garage with your personal collection. Since
you keep an interest in the property, you can-
not deduct the contribution. If you turn the car
over to the museum in a later year, giving up all
rights to its use, possession, and enjoyment,
you can take a deduction for the contribution
in that later year.

Inventory. If you contribute inventory (prop-
erty that you sell in the course of your busi-
ness), the amount you can claim as a contribu-
tion deduction is the smaller of its fair market
value on the day you contributed it or its basis.
The basis of donated inventory is any cost in-
curred for the inventory in an earlier year that
you would otherwise include in your opening
inventory for the year of the contribution. You
must remove the amount of your contribution
deduction from your opening inventory. It is
not part of the cost of goods sold.

If the cost of donated inventory is not in-
cluded in your opening inventory, the inven-
tory’s basis is zero and you cannot claim a
charitable contribution deduction. Treat the in-
ventory’s cost as you would ordinarily treat it
under your method of accounting. For exam-
ple, include the purchase price of inventory
bought and donated in the same year in the
cost of goods sold for that year.

Determining
Fair Market Value

This section discusses general guidelines for
determining the fair market value of various
types of donated property. Publication 561,
Determining the Value of Donated Property,
contains a more complete discussion.

Fair market value is the price at which
property would change hands between a will-
ing buyer and a willing seller, neither being re-
quired to buy or sell, and both having reasona-
ble knowledge of all the relevant facts.

Used clothing. The fa