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INTEROFFICE MEMO
Date: July 6, 2005

TO: County Extension Education Directors

FROM: @:fa A, ﬁfl(s{ , Grants Manager

RE: Tax Deductible Contributions to Extension Districts

Attached are five pages related to the tax deductibility of a contribution to a County Agricultural
Extension District.

1. Page one is a copy of the Jowa Code. Section 176A.3 establishes that “County Agricultural
Extension Districts” are a governmental subdivision of this state and a public body corporate.

2. Page 293 of the U.S. Master Tax Guide indicates that contribution to the United States, a

state, a local government, ... are deductible if exclusively for “public purposes.”

3. Page A-3 (which I believe is taken from the directions for completing a U.S. 1040 form)

again says that contributions are deductible for federal, state, and local governments if the

gifis are solely for public purposes.

4. Page 295 of the U.S. Master Tax Guide gives some particulars on gifts of appreciated
property. An attorney may be needed to help interpret this.

5. Page 294 from the U.S. Master Tax Guide indicates that the organization has responsibilities

as of January 1, 1994, for written acknowledgement of charitable contributions it receive:
over $250. You may choose to acknowledge all gifts with a written memo on county
extension letterhead.

Towa State University and U.S. Department of Agriculture Cooperating.

Extension programs arc available to all without regard to race, color, national origin, religion, sex, or disability.



County Extension Law

Code of Iowa
Chapter 176.A

County Agricultural Extension Law

176A.1 Short title,

176A.2 Declaration of policy.

176A.3 Definition of terms.

176A.4 Establishment--body corporate--county agricultural extension districts. '
176A.5 County agricultural extension council.

176A.6 Elections.

176A.7 Terms--meetings.

176A.8 Powers and duties of county agricultural extension council.
176A.9 Limitation on powers and activities of extension council.
176A.10 County agricultural extension education tax.

176A.11 Annual levy by board of supervisors.

176A.12 County agricultural extension fund.

176A.13 Co-operation extension council--extension service.
176A.14 Extension council officers--duties.

176A.15 Consolidation of extension districts.

176A.16 General election law applicable.

176A.1 Short title This chapter may be known and cited as the "County Agricultural Extension Law",

[C58, 62, 66, 71, 73, 75, 77, 79, 81, § 176A. 1]

176A.2 Declaration of policy. It is the policy of the legislature to provide for aid in disseminating among
the people of Towa useful and practical information on subjects relating to agriculture, home economics, and
community and economic development, and to encourage the application of the information in the counties
of the state through extension work to be carried on in cooperation with Iowa state university of science and
technology and the United States department of agriculture as provided in the Act of Congress May 8, 1914,
as amended by Public Law 83 of the Eighty-third Congress.

[Cs8, 62, 66,71, 73, 75,77, 79, 81, § 176A.2]
86 Acts, ch 1245, § 838

176A.3 Definition of terms, Whenever used or referred to in this chapter unless a different meaning clearly
appears from the context (1) "county agricultural extension district" hereinafter referred to as "extension
district" means a governmental subdivision of this state, and a public body corporate organized in
accordance with the provisions of this chapter for the purposes, with the powers, and subject to the
restrictions hereinafter set forth; (2) “county agricultural extension council” hereinafter referred to as
"extension council” means the agency created and constituted as provided in section 176A.5; (3) "Jowa state
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Appraisal fees incurred by an individualin deltermining the fair marker value
o donated Property are not to be treated as part o the-charitable contribution bur
aay be claimed as a miseellaneous deduction on Schidule A of Form 1040148

Except for the carryover rule at {1060, a contribution [s generally deductible

in the year of payment. However, eontributiods to a bank eredit eard
g deductible in the year charged even though paidiin a later vear. 159
1062, Gifts of Appreciated Property. The amount Jeductibl

contribution ol app &

e () K i)' 7 :
Ordinary Income Froperty. Ordinary income property: is property thal. if sold
21 its fair market value on the date of contributién, would give rise to ordinary
income ar short-term capital gain. The deduction (og.such property is limited to the
i3ir market value of the property less the amount {hat would be ordinary income.
sch property includes inventory and stock in Lrade, artworks and manuscripts
ceated by the donor, letters and memoranda, capifal assets held [or less than the
required holding period for long-term capital gain treatmént, and Code Sec. 306
suock (see 739 and [/ 740) (Code Sec. 170(e)(1)(A); Reg. § 1.170A-4(0(1)).151

Capital Gain Property. Capital g2in property lincludes any asset on which a
kng-term capital gain would have been realized if fhe taxpayer had sold the asset
for its fair market value on the date of contribution, As :a general rule, gifts of
apital gain property are deductible at their fair|market value on the date of
entribution. However, the individual's contributionimust be reduced by the poten-
uial long-term gain (appreciation) il: .

(1) the property is contributed to certain private nonoperating (grant-making)
foundations (see, however, Qualified Appreciatéd Stock. below) (Code Sec.
170(eX DBIGDY: ] :

(2) the gilt is tangible personal property put.tg.a use that is unrelated to the
purpose or function upon which the organizarion’s exemption Is based; or .

(3) the taxpayer elects to disregard the special 20% capital gains limitation in
favor of the S50% limitation.1$2 3, i :

Qualified Appreciated Stock, A deduction equal to.the fair market’ value of
qualified appreciated stock contributed to privatd. nonoperating foundations s
allowed for contributions made during the peried July 1. 1996 through June 30,
1998. Qualified appreciated stock s publicly tadbd stock thac is capital gain
property. (Code Sec. 17((e)(3)(D)). ¥ o

Combination Property. The amount of a deda.ﬁﬁon for & gift of property on
which part of the gain that would result if it were sold at fair market valus would be
Urated as ordinary income and part as capital gain Elspecially computed (Code Sec.
170(e)). First, the fair market value is reduced by the ordinary income that would
have resulted from a sale at fair market value. The! remainder of the fair market
value is treated as capital gain property, subject tojthe above rules. The types of
property. to which this special computation would apply include these subject to
Sepreciation recapture (] 1773-f 1788) and to reqf ure of farmland expenditures
(11797), as well as interests in oil, Bas, or geothermal property (] 2025).

1063. Use of Property—Partial Interests. Generplly, a taxpayer is denied a
charitable deduction for gifts to charity of thel rent-free use of property and

other nontrust gifts where less than the taxpayer’s entire interest in the property is
ntributed, except in the following cases: (1) a contribution of an undivided portion
a taxpayer's entire interest in property—for example, a: one-fourth interest in
property; (2) a contribution of a remainder intersst inf a personal residence or farm;
{3 a qualified conservation contribution; and (4) a chirritable deduction would have
been allowed had the interest erred in trist (Code Sec. 170(D(3); Reg-

been transfe
§ 1.170A-7),150 See {538and [ 1070.
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=1 11,697.10 109 11,675, 11,662 Wre7s !
2 111,675 11,682 m}ul S, 11,656 §1063

111.690.255



*

& i o
254 I U.S. Masler Tax Guidp
17 H s e—
: | i = )
increased to 14 cents per mile. The 14 cents per mik will not be indexed for inflatien -
(Code Sec. 170(1)). : 4 g '

S ! :
The payment of money for a ticket to a chafity evént—eg., a ball, bazaar,
show, or athletic evenl—creates g presumption ‘that the payment represents the
-~ "chase price for an item of value. The. burden is dn the taxpayer to shaw that the
ame 'nt paid is not the purchase price or that the paymeni exceeds the [air market
vajue Jf the admission or other pr!vllefes aﬂsocmg‘d with Ithe event. The purchase
e of a raffle ticket is not deductible. 140 .

| ' g
Example. An individual pays $12{to seé'a special showing of a
motion picture, the net proceeds of whith g0.tb a qualified charitable
organization. Printed on the ticket is "'Contribution—$12.” If the regular
price for the movie is $5, the individua] ade, g contribution of §7wa
qualified charitable organization. i i

Fund raising organizations that provide tokeh benefits to. contriburars may
advise those contributors that their donations are [lly deductible only if the token
benefits have an insubstantial value. In the case q[ petential donors whio recejve
items in the mail, the organization may advise that § contribution is fully deductible
only If the item Is low cost, provided for free, and ot distributed at the doner’s
request or consent.'! Disclosure by a charitable organization of quid Pro quo
contributions in excess of $75 is rau;irtd for eontribytions made on or after January
1.1994((30&&&:.&1!5).“3&31 o !

Eighty percent of an otherwise deductible puyment made to a college or:
university for the right to purchase tickets to an [athletic event is treated as g
charitable contribution regardless of whether the tickets would have been available
even if the payment had not been made (Code Sec. 170(1)). 4

Transfers of property to a charitable organization dirgctly related to the donar's
business and with a reasonable expectation of [i ial return Commiensurate ©
with the value of the transfer will not qualily for-ajcharitable deduction but may
qualify as a trade or business expense (Reg, § 1. 170A-1(eX(sP J

For cash contributions, the taxpayer need only dnter:the total amount contrib-
uted on Form 1040, Schedule A, but written records are required to-substantiate the
deductions. For noncash contributions over $500: (fver $5000 in the case, of C
corporations other than closely held or personal service corporatiens), the taxpayer
must complete Section A, Form 8283, giving details o ‘the donation, and attach it to -
the taxpayer’s return, If the noncash contribution exceeds $5,000, the taxpayer must |
obtain an appraisal for the contribution, complets Section:B, Form 8283, giving -
details of the donation, and attach Section Bl to ‘the taxpayer's tax re-
turn.(Reg.§ 1,170A-13)145 See [ 1071, : i : ; :

Charitable contributions of $250 or mere, made ‘on_or after January |
donee ization. However, substantiation 1s not. rgquired|H donee organiza- .
tion l:frs a return with the IRS reporting the inl tion that is required to be .
included in the written acknewl ent. Generally, the acknowledgment must -
include the amount of cash and a eseription of nog-cash contributions, iogether
with a description and good-faith estimate of the vilue of jany goods or services
(other than goods or services with insubstantial valug) ireceived for the contributions
(Code Sec. 170(N(8)). " Contributions made by payroll deduction may be substanti-
ated with an employer-provided document, such as a Phy-stubior Form W-2, showing
the amount deducted and a donee-pre| documenl stating that the dariee does
nat provide goods or services as whole or partial cansideration for contributions.
made by payroll deduction. Substantiation Is reguired only il $250 or more is
deducted from a single paycheck (Reg. § 1.170A-13T(b) 1a
7 s i

Footnote references are Lo hs of the 1998 Standard Fedéra) Tax Reports:
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