Quid Pro Quo Contributions

For quid pro quo contributions, only the amount of the contribution that exceeds the value of benefits the donor receives from the institution is a gift.  For such contributions, follow the IRS tax rules regarding tax-deductibility of quid pro quo contributions.

The IRS defines a quid pro quo gift as “a payment made partly as a contribution and partly in consideration for goods or services provided to the payer by the donee organization.”  The value of the benefits, or “premiums”, the donor receives is a key factor in determining the amount of the actual gift.  The IRS tax rules on quid pro quo contributions provide guidance on this issue.

Some highlights of those IRS regulations are:

1. The items must have “substantial” value to be considered as benefits under this regulation and, therefore, to be subtracted from the donor’s contribution.

2. Items that have insubstantial value need not be subtracted from the donor’s contribution.

3. The IRS has “safe harbor” rules to determine benefits, or premiums, of insubstantial value.

(  If they equal less than 2 percent of the donor’s contribution, with a cap indexed            annually by the IRS (the 1999 cap is $72);

(  If the gift is $36 or more (in 1999) and the benefits received are token items such as bookmarks, posters, mugs, etc, with the institution’s name printed on them and for which the cost to the institution is $7.20 or less (in 1999) per item;

(  Or if the benefits are offered to members in exchange for a payment of $75 or less and consist of either rights or privileges that can be exercised frequently during the membership period (e.g., free admissions or parking privileges) or admission to members-only events for which the institution projects a cost per person of $7.20 or less (for 1999).

   These figures are adjusted for inflation each year by the IRS.

4. With the exception of token items referred above, the value of the benefits must be based on the fair market value of the items, rather than the cost to the institution.

5.  Donors may deduct 80 percent of contributions to higher education institutions for which the donor is given the right to purchase preferred seating for athletic events held at the institution.  The 80 percent rule is codified in the IRC 170(1).

