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Taxes! This topic is always in the national press around this
time of year. With the spotlight on it, we thought we’d highlight two related items our clients frequently ask about: gifts to
charity and IRS audits.

CHARITABLE CONTRIBUTIONS
Making a charitable contribution not only makes a difference
in your community and the causes you are most passionate
about, but can also reduce your tax liability. However, there
are rules you need to follow to make sure your contribution
counts. First and foremost, if you are making any kind of charitable contribution, whether it is a large amount of cash or your
antique sofa, contact Market Street first. We can help you
through the process, start to finish, as the rules can be quite
complex. You will also want to keep the following details in
mind before you commit:
Donate to the right organization. Only donations to qualified
tax-exempt charitable organizations qualify for a tax deduction. Private foundations are included although some special
rules and limitations apply. For instance, you cannot deduct
contributions to specific people—no matter how deserving
they may be. This includes donating to a scholarship fund at a
university that specifically goes to your nephew, or donating
through most crowd funding websites. While these donations
are considered gifts, they will not reduce your tax liability.
Consider what you would like to donate. You do not have to
just donate cash to receive a tax deduction. Consider donating
the antique Steuben Glass collection from your great aunt or
the stock your great grandmother left you all those years ago.
Selling these appreciated assets could result in a taxable capital gain, but donating these assets provides a deduction equal
to the fair market value of the items (in most cases) and avoids
the recognition of income. This is a win-win for the taxpayer.
Donating assets does require more documentation: oftentimes
you will need to know your basis in that item (most likely, this
is the price originally paid) and the current fair market value.
You may need to get a qualified appraisal to determine the fair

market value if the value is more than $500. This can seem
overwhelming, but we at Market Street are here to help. Contact us prior to any donation and we will help make sure you
have all the necessary documentation.
Understand the limits. While you can donate as much money
as you would like, you are only able to claim a current year
charitable deduction for up to 50% of your adjusted gross income (AGI) for most cash charitable contributions. Contributions of appreciated assets are further limited to 30% of your
AGI. Contributions to private foundations are limited to 30% of
your AGI for cash and 20% of your AGI for appreciated property. If you do happen to donate more than your AGI limitation,
the excess can be carried forward for five years.
Get a receipt. You must have a receipt for any charitable contribution of $250 or more. The receipt must be received prior
to the filing of your income tax return and it must contain a
few key details including: (1) the organization’s name, (2) the
amount of the contribution, (3) a description of the contribution (cash, stock, etc.), and lastly, (4) a statement about any
goods or services received in exchange for the contribution (or
that there were none). Note, these receipts will not be
attached to your tax return, however, you will need to supply
them if you are audited.

As I am sure you are aware, many of our current tax laws may
be changing under the new administration; we will keep you
up to date when, or if, this happens. Remember, charitable
contribution deduction rules can be quite complex. Do not feel
like you must navigate these waters alone! Call or email us
before you donate, and we can make sure your contribution
counts on your taxes and help you avoid any unwelcome surprises.

the IRS. These are notices that are automatically generated
and mailed to taxpayers. You may receive one of these for a
variety of reasons including a minor payment discrepancy or
additional interest or penalties. In most instances, these issues
can be easily resolved by writing a letter and including the correct necessary proof. A notice may even be due to a lag in the
processing of information by the IRS, meaning no action is required.

IRS AUDITS

As a reminder, the IRS will never call you. If you do get a call
from someone posing as an IRS representative hang up the
phone immediately. Call your Wealth Advisor or Tax Advisor
and we can help ease your mind about your situation.

I want to dispel the myths around another tax compliance topic—the ultimate topic—the dreaded notice from the IRS or
state taxing authority. Many taxpayers put receiving an audit
notice next to undergoing a root canal on their to-do list. The
thought of an audit or any attention from the IRS can be sobering; however, you probably have little reason to be nervous.
According to the Internal Revenue Services’ annual report,
only 1 in 120 households (0.8%) that filed returns in 2015 were
subject to an IRS audit. While higher net worth individuals are
more likely to be audited, overall, the chances still remain low.
If you do receive a notice of any kind from the IRS or state taxing authorities, there is no need to panic: immediately send it
to your Tax Advisor or Wealth Advisor. Oftentimes, these notices can be handled entirely by our tax team and require little
or no work on your part. To enable us to assist, however, you
may need to authorize Market Street to act on your behalf by
signing an IRS or state Power of Attorney and Declaration of
Representative form (POA).
In the event your tax return is selected for audit, you should be
aware of a few things. Taxpayers are most likely to be audited
through correspondence, meaning the taxpayer receives a
letter requesting certain documentation that verifies the income or deduction items claimed on his or her tax return. The
typical examination by mail requests proof of certain deductions, for instance medical, charitable, and/or miscellaneous
deductions. As a client, you will be asked to forward any documentation that we do not already have in our files such as receipts for charitable contributions or medical expenses if you
do not send those with your tax documents or pay them
through your account at Market Street.
Although audit notices tend to receive the most attention, you
may receive other adjustment notices. Our tax department is
most likely to receive an “automatic adjustment notice” from

While being selected for audit and dealing with IRS and/or
state notices can be an unwelcome process, your wealth advisory team at Market Street is here to help you every step of
the way. I cannot say enough how important it is to notify us
early and let us guide you through the process when doing
anything that may affect your tax bill. This does not stop with
contributions; it extends to purchasing or selling a property,
traveling abroad, investing, marriage, kids, or even landing that
role as an extra on Law and Order!
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