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Outright Gifts of Tangible Personal Property: Essentials You Should Know 
  

What Are These Gifts and When Do They Come Up?1 
Tangible personal property is any property – other than cash, securities, or real estate – that can be seen or touched. 
It's a broad category that includes works of art (e.g. paintings, photography, or sculptures), antiques, books, 
furniture, jewelry, laboratory equipment, and other equipment used in a trade or business (e.g. equipment used in 
food processing).2 These gifts are most often initiated by a donor offering one of these items to the University or 
asking if the University would be interested in accepting one of them. 
 

Donor Motivators to Make These Gifts 
The most common motivations for these gifts is the thinking a non-profit could benefit from one of these items 
and/or a desire for tax savings. In a non-charitable-gift situation, when a person sells tangible personal property for 
a price greater than its cost basis (normally what was paid for the property), he or she experiences a capital gain 
valued at the difference between the cost basis and sale price. This capital gain may be long- or short-term 
depending on the amount of time the person owned the property, and tax on that gain varies depending on the 
ownership period. 

 A long-term capital gain occurs when the property has been owned for over one year. Long-term capital 
gains are currently taxed at a maximum rate of 20%, but "collectibles" are subject to a 28% tax.3 

 A short-term capital gain occurs when the property has been owned for one year or less. Short-term capital 
gains are currently taxed at the owner’s highest ordinary income tax rate the year of the property’s sale. 

This taxation can be avoided via an outright charitable gift of the property. In so doing, the donor will also have his 
or her charitable gift valued at the property’s fair market value if it’s long-term property4, its value can be 
substantiated, and it meets the “related use” rule for the non-profit recipient. 
 

Understanding the Related Use Rule and Requirements for Substantiating the Value of these Gifts 
The related use rule requires an outright charitable gift of tangible personal property be related to the non-profit 
recipient’s purpose or function (e.g., the University of Illinois Chicago’s School of Art receiving a collection of 
photography). If it is, the donor’s charitable deduction is valued at his or her gift’s full fair market value. If it is not 
(e.g., a church receiving a sailboat or a hospital receiving a jewelry collection), the donor’s deduction is limited to 
the gifted property’s cost basis. 
 

It’s the donor’s responsibility to substantiate the value of his or her charitable gift here, and those substantiation 
requirements elevate as the claimed deduction elevates. If a donor is claiming a deduction for a: 

 Gift worth at least $500 but less than $5,000, he or she must complete Section A of IRS Form 8283 and 
attach it to his or her tax return. 

 Gift worth $5,000 or more, he or she must secure a qualified appraisal5 for the gift, complete Section B of 
IRS Form 8283, and attach that form to his or her tax return. This value threshold requires the signature of 
the appraiser attesting to the item’s value and the donee6 (the University of Illinois Foundation – “UIF”) 

                                                            
1Different issues apply to these gifts when they come from a donor’s estate or are used to fund a life-income gift. Please contact your unit’s 
gift planning liaison in either of those circumstances. 
2Intangible property is property, other than real property, whose value stems from intangible elements rather than physical or tangible 
elements (e.g. patents, copyrights, and licenses); it is not covered by this reference sheet. Commodities – raw material or primary 
agricultural products that can be bought and sold - are also not covered. 
3According to the IRS, “[c]ollectibles include works of art, rugs, antiques, metals (such as gold, silver, and platinum bullion), gems, stamps, 
coins, alcoholic beverages, and certain other tangible properties.” At its core, what makes an item collectible is that it carries additional value 
based on its rarity and market demand. 
4If the donor has owned the property for less than a year, the gift’s deduction is limited to the item’s cost basis.  
5A qualified appraisal is an appraisal document prepared by a qualified appraiser in accordance with generally accepted appraisal standards. 
6Under UIF’s service agreement with the University, UIF is the donee even when a University unit is the beneficiary. 
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attesting to the date the item was received along with verification it is for a related use. UIF will provide a 
partially-completed Form 8283 with the donor’s receipt. 

 Gift of art worth $20,000 or more, he or she must secure a qualified appraisal, complete section B of IRS 
Form 8283, and attach that form to his or her tax return along with a copy of the appraisal itself. This value 
threshold again requires the donee (UIF) attesting to the date the item was received along with verification 
it is for a related use. UIF will provide a partially-completed Form 8283 with the donor’s receipt. 

 
A Donor Has Made Offer of an Outright Gift of Tangible Personal Property. Now What? 
If you receive an offer for one of these gifts, figure out what exactly is being offered and research the prospective 
donor’s giving history in TED. (A recorded giving history indicates charitable intent and not just a tax-ploy interest.) 
With that research completed, thank the inquirer as appropriate, and let he or she know you need to ask a few 
questions to help determine who is the appropriate entity to receive the gift (i.e. the University or UIF), if the gift is 
something the University/UIF wishes to receive, and/or the University/UIF is even able to accept the gift: 
 

Question Rationale 

“Who will be the donor? How long 
have [you/the donor] owned the 

item?” 

It’s important to determine who exactly will be gifting the property and if that 
property is a short-term or long-term asset for tax purposes.7 

“What brought you to consider gifting 
your property?” 

This question helps determine if the donor has genuine philanthropic intent. (If he 
or she doesn’t, the nature of the prospective gift is in doubt.) 

“Do you know what the item is 
worth?” (Then, if necessary: “How 

was that value determined? Has the 
item been formally appraised? If so, 

when and by whom?” 

The value substantiation for the prospective charitable gift is central to both the 
donor’s prospective tax deduction and UIF’s internal records. Ask the donor for a 

copy of any valuation documentation, if available. (As noted above, it is the 
donor’s – and not the University’s or UIF’s – responsibility to substantiate the 

gift’s value.) 

“Did [you/the donor] create the 
item?” (If the item is a prospective 

gift of artwork.) 

If the donor is the creator of the prospective gift (e.g. the painter of a painting or 
the metalsmith of a bracelet), the donor’s charitable deduction will be limited to 

the cost basis of the materials used to create the item. 

“Are there any encumbrances on the 
item?”  

Gifts of tangible personal property should be free of any debts, liens, liabilities, 
and other encumbrances. 

“What would you like [benefitting 
unit] to do with the item?” 

If the donor has extraordinary conditions for the gift to be completed (e.g. a 
request to hang a gifted painting in the Office of the Dean), it reduces (but doesn’t 

eliminate) the prospective gift’s likelihood of acceptability. 

“How long would you like [benefitting 
unit] to hold the item? Do [you/the 
donor] want the item returned at 

some point?” 

Time-based ownership restrictions to these gifts reduce their tax deductibility (see 
more under the “Tax Consequences for Disposing of One of These Gifts Within 

Three Years of the Charitable Gift” below). 

 

Adverse answers to the above questions reduce the University’s or UIF’s ability to accept the gift. If the proposed 
gift is a vehicle8, cemetery plot, or timeshare, politely inform the donor that acceptance is unlikely, but UIF will 
review the opportunity. In any event, please be careful to manage the donor’s expectations and never promise the 
gift will be accepted. 
 
 
 
                                                            
7An art dealer is one who buys and sells art as a trade or business. Art in the hands of a dealer is considered inventory, as are items gifted 
from a company’s line of business. Gifts from inventory are subject to a different set of tax rules than other gifts of tangible personal property. 
Contact your unit’s gift planning liaison if you have a prospective gift from an art dealer or business inventory. 
8Vehicles (including cars, boats, and airplanes) are almost never accepted as gifts by UIF or one of our Universities. Notable exceptions include 
gifts of high-value collector vehicles, gifts to University car pool, and gifts of cars intended to be destroyed during the work of the Illinois Fire 
Institute Service. UIF issues a vehicle donor an appropriately-completed IRS Form 1098-C. 
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Obtaining Gift Acceptance Approval 
Take your gathered information to the benefiting unit. If UIF will continue to hold title and manage the gift in 
question, UIF’s CFO (as the CEO’s designee) must approve acceptance before the gift can be accepted. If a University 
unit will be the beneficiary, the unit’s leadership must approve acceptance before the gift can be accepted. Some 
units require completion of specific forms (e.g. deeds of gift at a University Library) before they will agree to accept 
these gifts. The Office of University Counsel will need to be consulted if the University will be the title holder or 
“owner” of the gift.  
 

Approval Has Been Granted. Now What? 
Coordinate the gift’s delivery to its benefiting unit; the donor normally pays for gift delivery. Once the gift arrives, 
start a Gift Transmittal Form. Select the “Gift in Kind” radio box on the form’s first page then enter the information 
requested, paying special attention to these fields: 

1. “Value of Gift”: Use any valuation documentation provided by the donor – including, if applicable, any 
appraisal materials or related email correspondence – for the property in question and enter the 
information as presented. If the donor doesn’t have any written information related to the gift’s value, 
enter the donor’s estimate, if one was provided. When in doubt, enter $1. 

2. “Description of Gift”: Succinctly describe the property being gifted, including the number of items and, if 
applicable, the property’s year, brand, color, creator, and/or model. 

Include any additional documentation (like a copy of a completed appraisal) related to the gift with your submitted 
form. 
 

The Donor’s Receipt 
While a gift of tangible personal property can be accepted by either UIF or University, UIF receipts all of these gifts. 
UIF will send the donor a receipt listing the gift as described on the Gift Transmittal Form. Per IRS guidelines, the 
tax receipt for a gift of personal property does not list a value (as noted above, it’s the donor’s duty to substantiate 
value here). UIF will also include a partially-completed IRS Form 8283 with a donor’s receipt, and that form will be 
signed by the donee (UIF) if the Gift Transmittal Form lists the gift as worth $5,000 or more. The benefitting unit is 
required to comply with University Property Accounting policies and record the asset on the books of the University 
if appropriate. (UIF’s Accounting Department will send a reminder to the unit to record the asset as inventory.)  
 

Tax Consequences for Disposing of One of These Gifts Within Three Years of the Charitable Gift 
When a donor claims one of these gifts for a charitable deduction of $500 or more on his or her taxes, the receiving 
non-profit must hold the property gifted for at least three years. If the receiving non-profit disposes of one of these 
gifts within three years of receipt, it must file a completed IRS Form 8282 and send a copy to the donor in question. 
This disposition may reduce the donor’s original deduction down to his or her cost basis in the donated property. 
 
Questions? Please contact your unit’s gift planning liaison or UIF’s Office of Gift Planning and Trust Services (217.244.8273 
or gpinfo@uif.ullinois.edu). 

mailto:gpinfo@uif.ullinois.edu

