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Contributions - The Paper Chase for Donors
and Charitable Organizations
Charitable organizations face a host of documentation and reporting requirements in connection with contributions received. Some
paperwork is necessary to maintain good public relations with donors, however most is mandatory to avoid problems with the IRS.
The nature of the documentation/reporting depends primarily on the type and amount of the contribution received.
Amazing but true—some charities still do not routinely provide their donors with the requisite documentation. This cavalier attitude
is likely to ultimately lead to a loss of support. And, of course, there are IRS penalties for the failure to file timely and accurate
Forms 1098-C and 8282. Consequently, every charity should review its procedures and recordkeeping to minimize reporting lapses
that can create problems with donors or the IRS.
Cold Cash
For tax years beginning after August 17, 2006, a donor must either produce a cancelled check or other bank record (e.g., a wire
transfer) or have a receipt from the donee charity to substantiate a deduction for a cash gift [IRC Sec. 170(f)(17)]. There is no de
minimis exception. Therefore, charities that customarily receive currency gifts should make sure their donors understand the rules
and perhaps offer receipts where appropriate.
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Quid Pro Quo Contributions
A payment to a charity made
partly as a contribution and partly
in consideration for goods or
services provided to the donor by
the donee charity is a “quid pro
quo contribution.” A charity that
receives such a payment that
exceeds $75 must provide the
donor with a written statement
(either in connection with the
solicitation or the receipt of the
contribution) indicating that the
donor’s deduction is limited to the
excess of the contribution over the
value of any goods or services
provided and giving a good faith
estimate of the value of the goods
or services [IRC Sec. 6115(a);
Reg. 1.6115-1]. Separate,
unrelated payments made by the
same donor need not be
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aggregated for the $75 threshold.
Disclosure must be made in a manner
that is reasonably likely to be noticed
by the donor. Putting the notice in fine
print on a ticket stub, acknowledgment,
or other document may not be
sufficient.
However, disclosure is not necessary
if the only benefits given the donor are
intangible religious benefits; if there is
no donative element to the transaction
(e.g., a museum patron makes a
purchase in the gift shop); or if the
donor merely receives de minimis or
token benefits [Reg. 1.6115-1(b)].
Contributions of $250 or More
A donor’s charitable deduction is
disallowed for contributions of $250 or
more, unless the charity provides a
“contemporaneous
written
acknowledgment” of the donation [IRC
Sec.
170(f)(8)(A)].
The
acknowledgment must be given to the
donor by the earlier of the date the
donor’s return for the year of the
donation is filed or by the due date
(including extensions) of that return.
It must include the amount of cash and
a description (but not a valuation) of
any other property received, and a
statement concerning whether the
organization provided any goods or
services (and a good faith estimate of
the value) in return for the contribution
[IRC Sec. 170(f)(8)(B); Reg. 1.170A13(f)]. The acknowledgment rules (like
the quid pro quo rules) do not require
that unrelated contributions by the
same donor be aggregated for the $250
test.
Property Contributions in General
A donee charity must provide a receipt
or other written acknowledgment for a
property gift (other than money) that,
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among other things, describes the
property received [Reg. 1.170A-13(b)].
(However, a receipt need not be
provided if the contribution is made in
circumstances where it’s impractical,
such as a charity’s unattended drop
site.)
Cars, Boats, and Planes
An organization that receives a
qualified vehicle with a claimed value
of more than $500 must file Form
1098-C, Contribution of Motor
Vehicles, Boats, and Airplanes, with
the IRS and furnish Copy B to the
donee [IRC Sec. 170(f)(12)]. Copy B
can also serve as the donee charity’s
contemporaneous
written
acknowledgment of the contribution. If
so used, it must be furnished to the
donor within 30 days after the date of:
(a) contribution, if the donee charity
intends to make material improvements
or repairs to it; put it to significant
intervening use; or transfer it to a needy
individual for significantly below fair
market value in furtherance of its
charitable purpose; or (b) its sale in an
arm’s-length transaction to an unrelated
party.
Inventory Contributions
Businesses that donate inventory
property normally are limited to a
charitable deduction equal to the
property’s basis even if its fair market
value (FMV) is greater [IRC Sec.
170(e)(1)]. However, corporate donors
(other than S corporations) may deduct
the property’s basis and a portion of
the excess of its FMV over basis if it is
donated to a public charity or private
operating foundation to be used for the
care of the ill, needy, or infants in
accordance with the organization’s taxexempt purpose. Any business (not just
a C corporation) can claim this
increased deduction for contributions
of apparently wholesome food through

2007 [IRC Sec. 170(e)(3)(C)].
For this type of donation, the recipient
organization must provide the donor
with a written statement that describes
the donated property, gives the date of
receipt, and affirms that the
organization intends to comply with
several restrictions on the use and the
transfer of the donated property [IRC
Sec. 170(e)(3); Reg. 1.170A-4A(b)(4)].
The statement must be furnished by the
due date of the donor’s federal income
tax return for the year of the donation.
Certain corporations can deduct their
basis plus a portion of the FMV in
excess of basis for scientific equipment
constructed within two years prior to
the donation when it is given to an
institution of higher education or a
public charity organized and operated
primarily to conduct scientific
research. The donee charity must
furnish the donor a written statement
in accordance with IRC Sec.
170(e)(4)(B)(vii).
Reporting Property Dispositions
An organization that sells or otherwise
disposes of donated property within
three years after its receipt generally
must provide the IRS with certain
details concerning the disposition on
Form 8282 (Donee Information
Return) [IRC Sec. 6050L(a)].
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Tax Time
By Andy
Hatfield

Now that we are several months
removed from April 17th, it’s important
to take a look back at the 2006 tax year
and see if there is anything that could
have been done differently to save tax
dollars. Of course, it would have been
nice to have thought of these things in
2006 or in prior years but as you know,
hindsight is 20/20. Let this serve as a
reminder that tax planning should be
done throughout the entire year and we
are always here to help you with tax
planning, according to your particular
circumstances. Let’s take a look at a
few simple planning ideas that will
save dollars in the 2007 tax year and
in future years to come.
Retirement Planning
One of the easiest ways to reduce your
taxable income is to maximize your
contributions to eligible retirement
plans. Two of the more common plans
are the 401(k) and the IRA.
The maximum employee deferral for
401(k)s and other similar plans for
2007 is $15,500 ($20,500 if you are 50
years of age or older). The maximum
contribution that can be made to an IRA
is $4,000 ($5,000 if you are 50 years
of age or older). These contributions
reduce your current taxable income.
Most employers will match a portion
of your contributions to a company
sponsored plan. We advise you to take
full advantage of these matching
opportunities.
There are many other tax advantaged
plans to choose from in the retirement
planning arena based upon your
specific needs and qualifications.
Please let us know how we can help.

Lessons Learned from
this Past Tax Season
Giving to Charities
Giving to charity has traditionally been
a popular tax break. As you may have
heard, recent legislation has made the
rules for deducting your gifts to charity
more strict than ever. It is extremely
important
that
you
retain
documentation from the charities,
acknowledging receipt of the gift. We
recommend you keep copies of
cancelled checks for all cash gifts and
retain sufficient documentation,
photos, and a FMV listing on all noncash donations.
There are also several creative ways to
give to charity such as tax-free
distributions from an IRA directed to a
qualified charity (certain requirements
apply, i.e. must be 70 ½ years of age)
and donations of appreciated property,
i.e. corporate stock.
Educational Expenses
The Tax Code offers big incentives in
the way of saving for college. One of
the more common ways to save is with
a “529” plan. Every state and many
colleges and universities offer these
plans. These plans provide for tax
deferral on earnings of investments and
are quite flexible with the amount that
can be contributed, along with who can
contribute.
The Hope and Lifetime Learning tax
credits are still available. Like so many
tax breaks, the rules are complex;
however, if you qualify, the savings can
be quite generous.
Estate Planning
Many people don’t think of the tax
breaks that go along with estate
planning. Just like retirement planning,

estate planning is very complicated and
is unique for everyone. Gift making is
a simple tax planning tool often
overlooked when designing an estate
plan. You can make tax-free gifts of
up to $12,000 each year to each person.
Please let us know how we can assist
you in your estate planning needs. As
mentioned, estate planning can be
complex and both federal and state
laws have to be considered.
It’s never too early to begin thinking
of ways to save tax dollars today and
in future years. Don’t let another year
opportunities.
Please
let us know
slip by without
considering
the how
many
we can assist you.

It’s never
too early
to begin
thinking of
ways to
save tax
dollars
today and
in future
years.
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By Jim Wilson

HOW MUCH IS ENOUGH?

4 And I have seen that every labor and every skill which is done is the result of rivalry between a man and his
neighbor. This too is vanity and striving after wind. 5 The fool folds his hands and consumes his own flesh. 6
One hand full of rest is better than two fists full of labor and striving after wind. 7 Then I looked again at
vanity under the sun. 8 There was a certain man without a dependent, having neither a son nor a brother, yet
there was no end to all his labor. Indeed, his eyes were not satisfied with riches and he never asked, “Any for
whom am I laboring and depriving myself of pleasure?” This too is vanity and it is a grievous task.
Ecclesiastes 4:4-8
The above verses indicate the emptiness of endeavors to accumulate wealth. In Verse 4 Solomon contrasts the vanity or the
emptiness of rivalries between neighbors…in other words “keeping up with the Joneses”. In Verse 5 he presents the opposite effect
of someone who says, I am not going to take part in any of this. I am going to live off of society and have a welfare mentality. Verse
6 is a more balanced view where one person is saying I will work with one hand and yet have time for rest and family relations with
the other hand. Then, of course, in Verses 7 and 8 is a profile of the workaholic who just goes, goes and never has an enough.
Obviously the person in Verse 6 is more balanced and has a better perspective.
This concept can be illustrated by looking at a couple age sixty-five who are retiring. They
are the same age, and they are going to receive a combined Social Security and pension
payments of $3,000 per month. They prepared a budget and decided that they need an additional
$800 monthly for living expenses. This must come out of their savings. They also realize that
they have a life expectancy that may go as long as 25 years. The key question is how much
will they need…not only for the $10,000 extra per year but also provide for an annual increase
due to inflation of 2-3%. In doing some calculations it is determined they will need
approximately $200,000 of savings in order to make their retirement secure. The $200,000
may come from private investments or it may come from a company pension plan. The key is
that when they were younger they did the necessary saving to provide for financial
independence. With a fund of $200,000 properly diversified between stocks at 60% and
bonds of 40% and with the realization there will be down years in the market as well as up
years, they should be comfortable throughout their retirement, and the funds should hold until
they reach the age of 90.

Keep a balanced
perspective
regarding money
matters

So for this hypothetical couple the How Much is Enough? is answered by saying approximately $200,000 in savings. Of course, this
also anticipates they will be debt free and may even add to their retirement savings fund by downsizing their present housing.
If they should have considerably more than the $200,000 they now are at liberty to give an extra amount to the Lord’s work, to assist
needy family members or just needy strangers that have financial needs. The Bible does warn us repeatedly that prosperity can be
a dangerous competitor for our affections. By determining what the bottom line is as far as real need, we then have protection from
having our focus drawn away from the Lord as wealth increases. The main thing here is not to be lead astray by riches and by never
having enough. That is the worse thing in the world that can happen and is an enslaving attitude. The Apostle Paul sums it in 2
Timothy with the admonition that the love of money is the root of all sorts of evil. We need to keep a balanced perspective regarding
money matters.

Tennessee Sales Tax Holiday
Tennessee Department of Revenue
www.Tennessee.gov/revenue
SALES TAX HOLIDAY Sales Tax Holidays begin on the first Friday in August
each year at 12:01 a.m., and end at 11:59 p.m. the following Sunday. Visit the
web site for more detailed information on purchases that qualify.
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Tech Talk

By Chad Kisner

By Jon Phillippe

Help Us Help You
Regardless of the entity you work for in todays
environment, if you are in accounting then
change is always on the hoizon. All of the standard setting bodies
have been busy making numerous changes to accounting
pronouncements over the past several years with little sign of slowing
down. We spend a lot of time (and money) investing in current
education and research tools for our workforce at BCS to ensure
they are both knowledgeable and current with the standards. I would
encourage each of you as CFOs, Controllers, Vice Presidents,
Comptrollers, Accounting Managers, etc. to likewise invest at least
8 hours a year attending a course where the subject matter is only
current pronouncements. This will assist you greatly in knowing
what must be done in your financial statements each year and
likewise make you aware of what will need to be implemented in
future periods. Most pronouncements have early adoption available
and attending such a course would allow you to make those decisions
based on your current workload, staffing, etc.
As the title indicates being current on the pronouncements will
indeed help us help you. We want to put forth timely, efficient,
accurate audits for our clients. Those who are knowledgeable and
have considered the implementation plan of new standards are a
step ahead of the curve which will aid in the audit process. It will
also curb the possibility that your audit gets slowed by the “after
the fact” implementation of an accounting pronouncement that was
required that didn’t get implemented when it should have. Best of
luck to you in treading these ever changing waters and please call
on BCS if you have any questions.

USB Thumb Drives
We at the BCS IT Department are constantly working
to improve efficiency while maintaining security. One
way we have done that is through the use of Secure
USB portable drives. Businesses are starting to take
notice of the threat of data theft and working to secure
their data. The article, “Thumb Drives Replace
Malware As Top Security Concern, Study Finds”,
written by Sharon Gaudin in the May 7, 2007
publication of Information Week said, “The study,
which polled 370 IT professionals, showed that 38.4%
of IT managers say portable storage devices are their
top security concern. That’s up from 25.7% in 2006.
‘It is very easy to download information to them
quickly,’ said Bill Piwonka, VP of product
management for Centennial Software, which
conducted the survey at this spring’s InfoSec security
conference in London. ‘If there isn’t a defined
acceptable use policy or controls to prevent the
download and transfer of sensitive data, managers do
not know if and how such data is leaving the building.
Also, USB sticks are frequently lost. If sensitive data
isn’t encrypted on these devices, it would obviously
be very easy to obtain.’

My Chat with...
Andy Hatfield
By MeLissa Crockett
Andy Hatfield is a native of Kingsport, Tennessee and a graduate of the University of
Tennessee, Knoxville. He is a member of the American Institute of Certified Public
Accountants, the Appalachian Chapter of the Tennessee Society of Certified Public
Accountants, where he currently serves as Secretary/Treasurer and a member of the
Tennessee State Tax Committee. He is also on the UT Alumni Board in Kingsport.
Andy just completed the Johnson City Leadership 2015 program.
After graduating with a Masters in Accounting, with a concentration in Taxation,
Andy moved from Knoxville to Atlanta, Georgia to work for one of the large
international accounting firms and then moved to Nashville, Tennessee and worked
for a large national firm before moving back to the Tri-Cities in 2005. His areas of
concentration include corporate and partnership (federal and state) taxation.
Andy is an active member of First Baptist Church in Kingsport. He also enjoys
watching sports, home improvement, golf, and spending time with his wife and family.

‘Portable devices do have a function in the
workplace,’ said Piwonka. ‘They are an
easy way to share, transfer, and store
information. Managers need to create an
acceptable use policy and share it with their
employees to further control the handling
of sensitive data.’
Businesses cannot afford to ignore the
benefits and risks of technologies like USB
thumb drives. We at BCS only use Secure
USB drives, so in the unlikely event the
USB portable drives become lost or stolen
the data on the devise is unrecoverable.
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TOURS
Angie talks with
Crown Laboratories, Inc.
Crown Laboratories, Inc. provides pharmaceutical and ethical OTC products to the medical marketplace. Crown competes in the $3
billion world pharmaceutical industry. Crown markets its products under the names of Del-Ray Dermatologicals and Med-Derm
Pharmaceuticals. Crown also provides contract manufacturing to the pharmaceutical industry.
Crown Laboratories’ focus is in the field of dermatology, oncology and pediatrics. These niche pharmaceutical markets continue to
grow at a rate in excess of 15 percent annually. Crown markets products under the Del-Ray Dermatologicals division. Del-Ray
owns five ANDA products (Ala Scalp, Ala Quin, Ala Cort Cream 1%, Ala Cort Lotion 1%, and TriDerrm Cream 0.1%). Crown also
has a number of ethical OTC products with significant growth potential. These include the shampoos, moisturizers, cleansers and
high-strength keralytics.
Blue Lizard Australian Suncream SPF 30+ is the world’s best sun protectant. This product was developed in Australia to fight
nature’s toughest elements. Blue Lizard is marketed through food, drug, independent pharmacies, physicians’ offices and specialty
retailers. Blue Lizard is packaged in a patented Smart Bottle ™ that alerts the user to the presence of harmful UV rays. Each time
the bottle is exposed to UVA light, it turns a distinct blue color. The more intense/harmful the UV, the darker blue the bottle turns.
The medical and retail communities have recognized this bottle as an effective educational tool. Many dermatologists have used
this bottle to educate patients about the harmful effects of UV exposure.
UlcerEase is a product designed to combat mouth discomfort caused by chemotherapy, braces and other oral irritations. This
product has been endorsed by John Hopkins, Mayo Clinic, and many other prestigious oncology centers. It is nationally distributed
through the CVS drug store chain and through many independent pharmacies. UlcerEase is promoted to oncology centers,
dermatologists, pediatricians and dental specialists via direct mail, journal advertising and by the Del-Ray Dermatologicals field
sales force.
Crown Laboratories, Inc. currently contract manufactures products for a number of pharmaceutical and cosmetic companies. These
companies provide a synergistic opportunity to lower costs and increase profits of Crown’s branded products. This area of Crown’s
business has tremendous upside potential as more and more pharmaceutical companies are looking for reliable contract manufacturing.
Crown currently manufactures products for Novartis Consumer Health (worldwide), Prasco Pharmaceuticals, Salix Pharmaceuticals
and Rosedale Therapeutics.

-Borrowed from the Crown Laboratories, Inc. website: www.crownlaboratories.com .

Special thanks to:
Shelby McNeill, Director of Human Resources, for being my “go-to” person; Jeff
Bedard, CEO, for the fascinating tour; and Jessica Edmisten, Creative Director,
for the artwork.

Take a tour of Crown Labs with me!
See photos on page 7
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Personal Lines
by Gina Lemons

Congratulations to the newlyweds!

Smells like SUMMER! A large metal
bowl contains their most well-known
product, Blue Lizard Sunscreen.

Nicholas Crowe,
BCS Audit Staff
and Micah Blair
were married
May 12th at Snow
Memorial Baptist
Church, Johnson
City.

Warehouse space where supplies are
stored and products are packaged
and shipped. Crown Labs boasts
about 180,000 square feet of space!

April Harmon, BCS
Administrative
Assistant in our
Greeneville office,
and Daniel Lane
were married May
19 th at Cedar Hill
CP Church in
Greeneville, TN.

Product testing area - Quality
control is emphasized at Crown
Labs.
An employee (they have 50+!)
oversees the mixing process.

Best wishes from the BCS family. May
your lives be filled with love and God’s
blessings.

Other News:

Newest piece of equipment - it fills
sample size foil packets with product.
Blue Lizard sample packs sporting
new artwork ready to be shipped
out.

I kept looking over my shoulder
after I encountered this warning
in the marketing department!

Siena Schmitz
graduated from
the Johnson
C i t y /
Wa s h i n g t o n
C o u n t y
Leadership
Program on May
9th. Participants
of the Leadership program visit area
businesses, government agencies and
organizations over a 9-month period.
Siena and her class members learned
what it takes to manage our local
governments, keep tourism alive in the
region, and attract new businesses to
the area.
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www.doerivergorge.com

BCS Firm Retreat:

Doe River Gorge,

The Partners and Staff would like to thank
First Tennessee Bank for sponsoring a
catered lunch by Troutdale on April 13th.

www.bcscpa.com
www.bcsfinancial.com

May 8th and 9th the partners and
staff spent two days at Doe
River Gorge in Hampton, TN
for a Firm Wide Retreat. Our
discussions focused on
leadership
development,
managing
change
and
performance improvement.
The guest speaker was Tom
Hornsby of VisionWorks,
LLC. The facilities, food and
activities at Doe River Gorge
were above expectations and
the staff was kind, courteous
and very professional. We are
a better Firm because of our
two days spent at the Gorge!

Hampton Tennessee

