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Donating Your Car to Charity 





If you're looking for a way to reduce your tax bill, one way to do so is by donating your used automobile to a charitable organization. In recent years, the number of car donation programs has increased dramatically. This has prompted the IRS to issue some new guidance on exactly how donating a car (for tax-deductible purposes) should be done so that it benefits the charity as well as the taxpayer. 





Publication 4302, A Charity's Guide to Car Donations, addresses issues that charities need to know to properly operate car donation programs. Publication 4303, A Donor's Guide to Car Donations, provides guidance to individuals who want to donate their car to charity. 





If you want to donate an automobile to charity, there are several steps you must take: 





Choose a charity.  Not all charities are qualified organizations that can accept tax-deductible contributions. There are different types of organizations that accept cars as a tax-deductible contribution. The most common is a Section 501(c)(3) organization. These are usually religious, charitable, or educational organizations. 





Assess the value of the car.  To deduct the donation on your income tax return, the fair market value (FMV) must be determined; you cannot deduct more than this amount when itemizing deductions on Schedule A of Form 1040. Although the "blue book" is a good place to start for determining a car's value, Lonnie Gary, EA suggests taking a look at IRS Publication 561, Determining the Value of Donated Property. In some cases, there is a big difference between the FMV and what the IRS would assess as the value of the car. 





Determine Recordkeeping and Filing Requirements.  When donating a car, make sure you keep a record of the following: name and address of charity, date of donation, donation location, a vehicle description, and a written acknowledgement from the charity, if the deduction is $250 or more. In addition, Section B of Form 8283, as well as a written appraisal, will be necessary if the deduction is over $5,000. 





This list does not cover every detail you need to know in order to not only donate a car to a charitable organization, but also get the most out of your contribution. There can be quite a bit of paperwork necessary to substantiate your deduction on your tax return. Contact an Enrolled Agent for help when considering donating a car to charity.





Enrolled Agents are tax practitioners who are licensed by the U.S. Department of the Treasury to represent taxpayers before the IRS for audits, collections, and appeals. EAs provide tax preparation, tax advice, and tax planning services in addition to helping taxpayers resolve problems with the IRS.  Log onto www.aztaxpros.org or call the Arizona Society of Enrolled Agents' toll-free referral line at 1-866-298-2977 to find a qualified Enrolled Agent in your area.
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