Taxpayer Alert – Save those receipts for charitable contributions!
New Rules for Donations to Charity
It has always been a good idea to keep proper documentation of tax deductible expenses, and now Congress has added a new motivator.  New rules were added by the Pension Protection Act of 2006 for individuals making charitable contributions in tax years beginning with 2007.  Any taxpayer claiming such deductions must now be prepared to prove that the contributions were actually made, in the amounts claimed on the tax return.  
Monetary Contributions

The new rules require donors of charitable contributions of cash, checks or other monetary gifts to retain certain records of the gift, regardless of the amount of the donation.  To satisfy the new recordkeeping requirements for any monetary contribution, the donor is required to maintain either a bank record; or a receipt, letter, or other written communication from the donee indicating the name of the donee organization, and the date and amount of the contribution.  A bank record includes canceled checks, bank, credit union, and credit card statements.  These statements should show the name of the charity and the date and amount paid.  If these records are not kept for each donation made, the deduction is not allowed for the charitable contribution.

The new law does not change the prior-law requirement that, for any contribution of $250 or more, no deduction is allowed unless the taxpayer substantiates the contribution by a contemporaneous written acknowledgment of the contribution by the donee organization.  The acknowledgment must contain the following information: the amount of cash and a description of any property other than cash contributed; a statement whether the donee organization provided any goods or services in consideration for the contribution; and a description and good faith estimate of the value of any goods or services provided in consideration for the contribution, or, if the goods or services consist solely of intangible religious benefits, a statement to that effect.

Contributions of Clothing and Household Items
The charitable contribution deduction for clothing and household items is limited to the lower of the taxpayer’s basis (e.g purchase price) or the fair market value of the property on the date of the contribution.  Under the new rules, no deduction is allowed for a charitable contribution unless the clothing and household items are in good used condition or better.  For all donations of property, including clothing and household items, it is advisable to get from the charity a signed receipt that includes a description of the donated property, including its condition.  
A taxpayer may claim a deduction of more than $500 for any single item of tangible property, regardless of its condition, if the taxpayer includes a qualified appraisal of the item with the tax return and files IRS Form 8283, Noncash Charitable Contribution.  Taxpayers who donate autos, trucks, boats, or aircraft must also obtain a detailed written acknowledgement from the charity, which should be attached to the tax return.  If the charity sells the vehicle, the deductible amount cannot exceed the sales proceeds.
As an additional motivation for keeping proper documentation, penalties are imposed on those who falsely claim a charitable contribution deduction or who overstate its value.
