Sponsorships, Sale of Items & Raffles: Charitable Deductions Fact Sheet

The basic overall IRS policy is that if a donor receives or expects to receive a financial or economic benefit as a result of making a contribution to the Community Foundation and/or its Funds, the donor cannot deduct the part of the contribution that represents the value of the benefit the donor receives.

SPONSORSHIPS

A qualified sponsorship payment is a payment made by an individual or company to the Community Foundation Fund, with respect to which there is no arrangement or expectation that the person will receive a substantial return benefit from the Community Foundation organization. A substantial return benefit is a benefit other than certain uses or acknowledgments of the sponsor.  Acceptable sponsorship benefits include the use or acknowledgment of the name, logo, or product lines of the sponsor’s trade or business in connection with the activities of the Community Foundation Fund.

The Community Foundation must exercise care that acknowledgments of the sponsor are actually not a form of advertising. For purposes of this discussion, the term “advertising” means any message or other programming material which is broadcast or otherwise transmitted, published, displayed or distributed, and which promotes or markets any trade or business, or any service, facility or product. A single message that contains both advertising and an acknowledgment is advertising. This section does not apply to activities conducted by a payer on its own. See Internal Revenue Regulation 1.512.4(c)(2)(v).

Examples:  

Acceptable sponsorship benefits message:   ABC Wealth Management Supports the Community Foundation and its Family of Funds – Let your legacy make a difference
Unacceptable sponsorship benefits message:  Come to ABC and open a checking account.  ABC proudly supports the Community Foundation.

PURCHASE OF ITEMS:  FOR AUCTION OR SALE 

If a donor pays more than the fair market value of an item, the amount that is more than the fair market value should be noted as a charitable contribution.  
Example:  At a fundraising auction, a donor bids $600 on a shore house.  The amount paid is no more than the fair market rental value, as it would typically cost $1,000 to rent in that area.  The donor has not made a charitable contribution. We recommend that donors consult with their tax advisor on the tax implications of the donation of a vacation property.

Example:  A donor pays $75 for a poster, which has a fair market cost of $25.  The $50 difference is noted as a charitable contribution.  Even if a “contribution of any amount is requested” and there is no established charge, the charitable contribution portion is still only the part of the payment that is more than the reasonable value of the benefit.  

Example:   The ABC Memorial Fund undertakes a fundraiser.  They commission a local artist to paint a  scene, have it printed, and sell it at various prices:

A 16 x 20 Gallery Wrap Giclee, signed and numbered, costs $100

A 16 x 14 Lithograph, signed and numbered, costs $35

Quid pro quo contribution rules may come into effect here for the giclee, as the payment is greater than $75, and goods are provided in exchange.  

Purchase Amount = $100   

Benefit=poster item
count=1
unit cost= $50
 
total benefit value= $50

Charitable Receipt:  $50

Purchase Amount = $40   

Benefit=poster item
count=1
unit cost= $35   
total benefit value= $5

Charitable Receipt:  $5

PURCHASE OF RAFFLE TICKETS

The IRS does not allow donors to include the cost of raffles, bingo, lottery tickets and other games of chance as a charitable contribution deduction.  The concept is that the donor has paid money and expects to receive a financial or economic benefit as a result of making a contribution.  Hence, it is not deductible and the Community Foundation cannot provide contribution receipts for donor payments to games of chance.  But it still is a great way for charitable funds to raise money.  
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