CRYPTOCURRENCY GIFT ACCEPTANCE
OCTOBER 2021

Issue: Creating mechanisms and policies to accept gifts of cryptocurrency.

Background:  The CF has one fund holder in particular who was an early adopter of the cryptocurrency wave.  Since that time, the Council on Foundations and IRS have developed clear standards for its accounting and charitable gifting: https://www.irs.gov/individuals/international-taxpayers/frequently-asked-questions-on-virtual-currency-transactions.

The IRS deems it a gift of property (not cash), therefore requiring donors completion and submission of Form 8283 for gifts of $500 or more and, appraisal by the donor if the gift is $5,000 or more.  In addition, upon sale within three years (which tracks with our policies for immediate, timely sale unless otherwise determined by the Gift Acceptance Committee), the nonprofit shall file Form 8282.

The Community Foundation has very robust Gift Acceptance Policies that provide guidelines for gifts of personal property, real estate, closely held stock, etc.  Given the trend toward cryptocurrency, developing policies and processes for such gift receipt is responsive and timely.

There are two approaches that may be taken. In one approach, the CF can create its own account(s), or “digital wallet(s)” to receive such gifts; in a second, there are entities that have formed, much as Network for Good, to serve as a nonprofit portal to accept such gifts for registered nonprofits for an assessed fee (the fee amount is unknown at the time of this writing).  

A CF policy and its execution should take the following into consideration:
· Mechanisms to accept such gifts, i.e., our own “wallet” or portal program
· Which currencies will or will not be accepted—it’s a growing and emerging market that also entails risk
· Policy input, review, and support from our Financial Audit team and Legal Council
· Application of current policies adopted in the CF’s Gift Acceptance Policy such as: 
· Review and approval for each gift as delegated to the Gift Acceptance Committee 
· meeting all IRS requirements
· immediate sale and liquidation of such gifts
· Copy of appraisal, if necessary, paid for by the donor

Recent Activity: Staff drafted language to be added to the Gift Acceptance Policy that was reviewed and approved by our Auditors.  Staff did not hear back from attorney David DeJarnett.  After email correspondence including Gift Acceptance Policy updates with the Executive Committee, staff moved forward, setting up an account with The Giving Block.  No gifts have yet been gifted or processed, however, our first-time donor is eager for the opportunity.

Staff Recommendation:  Staff recommends Board approval of the following language to the Community Foundation’s Gift Acceptance Policy noted in yellow.

Note that staff has reviewed best practices and requirements by the Journal of Accountancy, Brian Clontz (known for his published opinions on unusual gifts, Council on Foundations, and the IRS.

[bookmark: _Toc498866964]GIFTS REQUIRING SPECIAL CONSIDERATION

A. TANGIBLE PERSONAL PROPERTY

Tangible personal property (artwork, coin collections, jewelry, cryptocurrency, etc.) may be accepted as a gift.  The property must be saleable and the donor must agree that the property can be sold unless the Foundation agrees to use the property for a specific use related to the Foundation’s tax-exempt status.  

As determined by the IRS, gifts of cryptocurrency are considered gifts of personal property. NOTE: At this time, the Foundation shall use a third-party to accept, process, and sell within five business days all gifts of Cryptocurrency to reduce donor barriers and mitigate Foundation risk.  

As a general rule, the Foundation will not accept automobiles but will refer the donor to such organizations that do to directly benefit a charitable recipient.

Appraisal and Reporting Requirements: The IRS has determined that gifts of property (not cash) shall require donors’ self-submission of Form 8283 for gifts of $500 to $4,999, and, qualified appraisal by the donor if the gift is $5,000 or more.  In addition, upon sale within three years of gift acceptance, the Foundation shall file Form 8282.

Federal Tax Implications: When the gift to the Foundation is related to its exempt function, the donor can deduct the full present fair market value, up to 30% of adjusted gross income, with a five-year carryover.  Because a community foundation is not an art museum or a similar type of organization that would reasonably have a mission-related use of many types of donated articles, and its most likely fate will be sale, and the use would be considered “unrelated.”  In these cases, the tax deduction is for the cost basis or fair market value, whichever is lower.  

The donor will be responsible for filing the appraisal and the appraiser’s credentials with their income tax return to receive a charitable deduction.

Requirement for Acceptance: Before tangible personal property can be accepted, the Board or its authorized committee must be sure that the property is either of direct value to the Foundation for its mission, or is marketable and of sufficient value to justify the expenditure of resources involved in the sale.  Gifts of Cryptocurrency do not require review or acceptance of the Gift Acceptance Committee as the Foundation relies upon a third party to accept, process, and sell cryptocurrency gifts.

The donor shall provide correspondence or communications explaining the donation, requested restrictions for use of the gift, and, excluding gifts of cryptocurrency, provide background and detail on the tangible property.  For example, accompanying a gift of art, the letter shall explain what is known about the art and how the donor came by its ownership.

Gift Minimum Value:  If the personal property gift will augment an existing Fund, the tangible personal property value may be minimal.  Such gifts used to establish a Fund must meet the minimum funding requirement.

Gift Date and Deferred Gifts: The date the property is received by the Foundation is the delivery date for purposes of establishing a charitable deduction.

The Foundation will not accept tangible property for the establishment of a deferred gift such as a charitable remainder trust, pooled income fund, or charitable gift annuity.

Ultimate Use: The Foundation will use the proceeds from the sale of tangible personal property to establish any of the Funds offered by the Foundation as prescribed in a new Fund letter. If no instructions are received by the Foundation as to the recommended charitable purpose or the minimum funding requirement cannot be satisfied, the gift can be used for general grantmaking, added to an existing Fund with the Foundation, or added to the Operating Fund.  

Action Requested: Discussion as desired; vote.
