
Your  Guide  to  Charitable
Giving Through Crowdfunding
As fall quickly approaches, so do the seasons of giving thanks,
giving gifts, and for many, giving back. In fact, according to
the 2021 Charitable Giving Report by the Blackbaud Institute, a
cloud software company serving the nonprofit and social good
community,  37  percent  of  all  charitable  giving  happens  in
October, November, and December. And, thanks to the widespread
use of social media, crowdfunding—raising money from a large
number  of  contributors—is  becoming  the  easiest  method  of
soliciting funds for charities and personal causes.

The  report  also  determined  that  online  giving  has  grown  42
percent over the past three years, with a 9 percent increase in
2021 alone. So, whether you’re inspired to donate by Giving
Tuesday, a Facebook birthday fundraiser, a teacher’s Amazon wish
list, or a neighborhood family’s GoFundMe page, the chance to
donate is just a click away. But there is more you need to know
before you click. When you plan to donate to any charitable
organization,  including  via  social  media,  do  your  research.
Here, we answer common questions about this accessible method of
giving.

 Is My Crowdfunding Donation Tax Deductible?

Many crowdfunding sites have a symbol or other indicator that
the organization is a registered charity and, therefore, tax
exempt and eligible to receive tax-deductible contributions. You
can also go directly to the organization’s website to learn its
tax status. In addition, the IRS has a tool called the Tax
Exempt Organization Search (TEOS), which allows you to search
any charity to determine whether it’s registered as a 501(c)(3)
organization.
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This search can also help you find out if the charity has had
its tax-exempt status revoked, which can happen if it hasn’t
filed the necessary paperwork for three consecutive years (among
other reasons). Whether you write a check or donate through a
Facebook  fundraiser,  a  donation  to  a  verified  501(c)(3)
organization  is  tax  deductible.  Keep  in  mind  that  some
charities, like religious organizations, aren’t required to have
501(c)(3)  status,  but  donations  to  them  are  still  tax
deductible.

A donation to an individual, on the other hand, is not. You may
feel compelled to give money to a family having trouble paying
medical bills via GoFundMe, or to a good friend who launched a
campaign to finance a new product via Kickstarter. While those
are likely helpful and much-needed donations, they’re not tax
deductible for the donor.

If you’re itemizing deductions on your tax return rather than
taking the standard deduction, be sure to keep receipts and
detailed records of your donations. Check with your financial
advisor for guidance on how to maximize your tax savings.

How Can I Tell If a Request for Donations Is Legitimate?

While  it’s  fairly  easy  to  visit  the  IRS  search  tool  or  a
charitable organization’s website to research its tax status and
government filings, individual or private recipients aren’t as
easily vetted. Unless you personally know the recipient or can
somehow verify their need, it’s wise to keep your giving to
causes you trust. Of course, social networks do enable you to
vet friends of friends, or view posts and comments that will
help you to judge whether a cause is legitimate.

You can also look to the specific crowdfunding site to see if an
organization does its own vetting. GoFundMe, for example, has a
one-year guarantee wherein you can submit a claim through the



site if you think you’ve contributed to a fraudulent fundraiser
within that period. If its experts determine your donation went
to an illegitimate cause (note: this determination is at the
discretion of the site), you will be refunded in full.

 What Percentage of Donations Actually Supports the Cause?

This varies from site to site, and it’s worthwhile for you to do
some digging to make sure your gift has the largest impact.
GoFundMe, for example, deducts a transaction fee of 2.9 percent
plus $0.30 per donation. Facebook doesn’t charge transaction
fees for donations to charitable organizations, but does deduct
a  2.6  percent  plus  $0.30  processing  fee  for  donations  to
personal causes.

Check the details on the specific platform you’re planning to
use to help you determine whether it makes sense to donate
through that site or another way. The charity website will also
likely have a transaction fee to cover processing, but if you’re
skeptical that your funding will actually reach the intended
organization, donating directly instead of through social media
may be your safest bet.

 Is Donating Through Social Media Instead of the Organization
Beneficial?

Donating with just the click of a mouse and the use of a credit
card is the biggest benefit to this type of charitable giving.
It also allows supporters to easily share fundraisers so they
can inspire friends, family, and followers to donate to them as
well. More than $6 billion has been raised globally through
Facebook and Instagram for various causes—the reach is clearly
wide. But, in terms of financial benefit to the giver, there is
no significant difference between donating directly or donating
via crowdfunding.
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So, as fall approaches and you feel compelled to share your good
fortune with those who are less fortunate, click the “donate”
button to your heart’s content. Just remember to vet the site
and  the  cause—and  feel  free  to  check  with  your  financial
advisor—before you do.

These tools/hyperlinks are being provided as a courtesy and are
for informational purposes only. We make no representation as to
the completeness or accuracy of information provided at these
websites.

This  material  has  been  provided  for  general  informational
purposes  only  and  does  not  constitute  either  tax  or  legal
advice.  Although  we  go  to  great  lengths  to  make  sure  our
information is accurate and useful, we recommend you consult a
tax preparer, professional tax advisor, or lawyer.
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Potential  Expansion  of  IRA
Charitable Gifting Opportunity

By Sarah Ruef-Lindquist, JD, CTFA
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Originally published at Pen Bay Pilot

Since 2006, individuals age 70 ½ and older have been able to
make direct charitable gifts from their IRA’s. The Qualified
Charitable  Distribution  (“QCD”)  provision  was  part  of  the
Pension  Protection  Act  of  2006,  and  has  remained  a  smart
charitable gifting option ever since. The dollar limit for any
one or combination of multiple QCD’s has remained $100,000 per
year per taxpayer age 70 ½ or older.

The QCD has not been eligible to fund what are known as “split-
interest” gifts. These are charitable strategies that involve a
gift to charity and a stream of payments to a non-charitable
beneficiary. Charitable Gift Annuities involve a gift to charity
in exchange for a promise by the charity to pay the donor and
perhaps another person a fixed dollar amount annually for life.
The amount payable for life is determined by the age(s) of the
individual(s) to be paid and the dollar amount of the gift.

The QCD has also not been eligible to fund either a Charitable
Remainder Unitrust or Charitable Remainder Annuity Trust. These
trust arrangements involve the payment of either a percentage of
the value of the trust annually (in the case of the Unitrust) or
a fixed payment amount (in the case of the Annuity Trust) per
year to a non-charitable beneficiary (usually the donor, or one
or more family members), with the remainder being paid to one or
more charities specified in the trust, after a term of years or
upon the end of life of the non-charitable beneficiaries, again,
as specified in the trust.

The Legacy IRA Act would permit a one-time QCD of up to $50,000
from  an  IRA  to  a  charitable  gift  annuity  (CGA),  charitable
remainder unitrust (CRUT) or charitable remainder annuity trust
(CRAT).  This  can  be  an  extremely  tax  efficient  option  for
charitably inclined individuals to support charity and their own
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financial plans.

Practically  speaking,  funding  a  trust  with  $50,000  is  not
generally feasible. A donor could create a CRUT and make an
additional  tax-deductible  gift  with  other  assets,  such  as
appreciated securities, and also make a $50,000 gift using a
QCD. This would not be possible under current IRS regulations
for a CRAT.

For the establishment of a CGA, however, this provision offers a
great opportunity for charitably-inclined individuals and the
charities they support. Generally speaking, the rate that would
be paid to the individuals under a CGA are far above most market
offerings. Here is a sampling of some of the recently published
rates from the American Council on Gift Annuities (acga-web.org)
that most charities follow in setting the rates they pay on
CGA’s”:

Age Rates: Single Life

70 5.3%

75 6%

80 7%

85 8.1%

90+ 9%

Ages Joint Life

70 and 73-75 4.9%

75 and 76-77 5.3%

80 and 82 6.1%

85 and 86 7%

90 and 91+ 8.8%
These  rates  are  significantly  higher  than  those  currently



generated by many fixed-income investments like CD’s, Treasuries
or some bonds. Typically, a joint life annuity is created by two
spouses, and the rates are slightly lower than those for single
lives.

It also should be noted that using a QCD can reduce or eliminate
entirely the Required Minimum Distribution for those age 72 and
older,  thus  reducing  the  taxes  ultimately  paid  that  would
otherwise be payable by the IRA owner taking the distribution.

For  non-profit  organizations,  this  could  be  a  significant
development  if  your  organization  offers  charitable  gift
annuities as a strategy for gifts. For individuals age 70 ½ or
older, if you want to learn more, contact your legal and tax
advisors about using a QCD of up to $50,000 to fund a split-
interest charitable gift.

Best Place to Work in Maine –
11 Years Running
Allen Insurance and Financial has been named one of the Best
Places to Work in Maine.  This is the company’s 11th consecutive
year on this list.

“Best Places results are based largely on the feedback of our
employee-owners – what they have to say about our company. All
of us have worked hard to maintain our place on the list for the
past decade but given the personal and professional challenges
we have all faced over the past couple of years, these results
are more important, and gratifying, than ever,” said Michael
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Pierce, company president.

This  statewide  survey  and  awards  program  is  designed  to
identify, recognize and honor the best places of employment in
Maine,  benefiting  the  state’s  economy,  its  workforce  and
businesses. The Best Places to Work in Maine list is made up of
companies  in  three  size  categories:  small  (15-49  U.S.
employees), medium (50-249 U.S. employees) and large (250+ U.S.
employees). With its 90 employee-owners, Allen Insurance and
Financial is in the medium size category.

Companies from across the state entered the two-part process to
determine the Best Places to Work in Maine. The first part
consisted  of  evaluating  each  nominated  company’s  workplace
policies, practices, and demographics. This part of the process
was worth approximately 25% of the total evaluation.

The second part consisted of an employee survey to measure the
employee  experience.  This  part  of  the  process  was  worth
approximately 75% of the total evaluation. The combined scores
determined  the  top  companies  and  the  final  rankings.  Best
Companies  Group  managed  the  overall  registration  and  survey
process in Maine and also analyzed the data and used their
expertise to determine the final rankings.

Allen Insurance and Financial will be recognized in the Oct. 17
edition of Mainebiz where the 2022 rankings will be released for
the first time.

“We participate in the Best Places program because it helps us
learn from our employees. This feedback is invaluable because it
helps us identify where we excel, and, most importantly, where
we can improve,” said Pierce.


