specialized art and antique dealers, auction-
eers, and art appraisers. You may be able to find
a qualified appraiser on the Internet. You may
also contact associations of dealers for gui-
dance.

Collections

Since many kinds of hobby collections may be
the subject of a charitable donation, it is not
possible to discuss all of the possible col-
lectibles in this publication. Most common are
rare books, autographs, sports memorabilia,
dolls, manuscripts, stamps, coins, guns, phono-
graph records, and natural history items. Many
of the elements of valuation that apply to paint-
ings and other objects of art, discussed earlier,
also apply to miscellaneous collections.

Reference material. Publications available to
help you determine the value of many kinds of
collections include catalogs, dealers’ price lists,
and specialized hobby periodicals. When using
one of these price guides, you must use the
current edition at the date of contribution. How-
ever, these sources are not always reliable in-
dicators of FMV and should be supported by
other evidence.

For example, a dealer may sell an item for
much less than is shown on a price list, particu-
larly after the item has remained unsold for a
long time. The price an item sold for in an auc-
tion may have been the result of a rigged sale or
a mere bidding duel. The appraiser must ana-
lyze the reference material, and recognize and
make adjustments for misleading entries. If you
are donating a valuable collection, you should
get an appraisal. If your donation appears to be
of little value, you may be able to make a satis-
factory valuation using reference materials
available at a state, city, college, or museum
library.

Stamp collections. Most libraries have cata-
logs or other books that report the publisher's
estimate of values. Generally, two price levels
are shown for each stamp: the price postmarked
and the price not postmarked. Stamp dealers
generally know the value of their merchandise
and are able to prepare satisfactory appraisals
of valuable collections.

Coin collections. Many catalogs and other
reference materials show the writer's or pub-
lisher's opinion of the value of coins on or near
the date of the publication. Like many other
collectors’ items, the value of a coin depends on
the demand for it, its age, and its rarity. Another
important factor is the coin’s condition. For ex-
ample, there is a great difference in the value of
a coin that is in mint condition and a similar coin
that is only in good condition.

Catalogs usually establish a category for
coins, based on their physical condition— mint
or uncirculated, extremely fine, very fine, fine,
very good, good, fair, or poor—with a different
valuation for each category.

Books. The value of books is usually deter-
mined by selecting comparabie saies and ad-
justing the prices according to the differences
between the comparable sales and the item
being evaluated. This is difficult to do and, ex-
cept for a collection of littie value, should be
done by a specialized appraiser. Within the gen-
eral category of literary property, there are deal-
ers who specialize in certain areas, such as
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Americana, foreign imports, Bibles, and scien-
tific books.

Modest value of coliection. If the collec-
tion you are donating is of modest value, not
requiring a written appraisal, the following infor-
mation may help you in determining the FMV.

A book that is very old, or very rare, is not
necessarily valuable. There are many books
that are very old or rare, but that have fittle or no
market value.

Condition of book. The condition of a book
may have a great influence on its value. Collec-
tors are interested in items that are in fine, or at
least good, condition. When a book has a miss-
ing page, a loose binding, tears, stains, or is
otherwise in poor condition, its value is greatly
lowered.

Other factors. Some other factors in the
valuation of a book are the kind of binding
{teather, cloth, paper), page edges, and illustra-
tions (drawings and photographs). Coliectors
usually want first editions of books. However,
because of changes or additions, other editions
are somelimes worth as much as, or more than,
the first edition.

Manuscripts, autographs, diaries, and simi-
lar items. When these items are handwritten,
or at least signed by famous people, they are
often in demand and are valuable. The writings
of unknowns also may be of value if they are of
unusual historical or literary importance. Deter-
mining the value of such material is difficult. For
example, there may be a great difference in
value between two diaries that were kept by a
famous person—one kept during childhood and
the other during a later period in his or her life.
The appraiser determines a value in these
cases by applying knowledge and judgment to
such factors as comparable sales and condi-
tions.

Signatures. Signatures, or sets of signatures,
that were cut from letters or other papers usually
have little or no value. But complete sets of the
signatures of U.S. presidents are in demand.

Cars, Boats, and Aircraft

If you donate a car, a boat, or an aircraft to a
charitable organization, its FMV must be deter-
mined.

Certain commercial firms and trade organi-
zations publish monthly or seasonal guides for
different regions of the country, containing com-
plete dealer sale prices or dealer average prices
for recent model years. Prices are reported for
each make, model, and year. These guides also
provide estimates for adjusting for unusual
equipment, unusual mileage, and physical con-
dition. The prices are not “official,” and these
publications are not considered an appraisal of
any specific donated property. But they do pro-
vide clues for making an appraisal and suggest
relative prices for comparison with current sales
and offerings in your area.

These publications are sometimes available
from public libraries or at a bank, credit union, or
finance company. You can also find pricing in-
formation about used cars on the Internet.

An acceptable measure of the FMV of a
donated car, boat, or airplane is an amount not
in excess of the price listed in a used vehicle
pricing guide for a private party sale, not the

dealer retail value, of a similar vehicle. However,
the FMV may be less than that amount if the
vehicle has engine trouble, body damage, high
mileage, or any type of excessive wear. The
FMV of a donated vehicle is the same as the
price listed in a used vehicle pricing guide for a
private party sale only if the guide lists a sales
price for a vehicle that is the same make, model,
and year, sold in the same area, in the same
condition, with the same or similar options or
accessories, and with the same or similar war-
ranties as the donated vehicle.

Example. You donate a used car in poor
condition to a local high school for use by stu-
dents studying car repair. A used car guide
shows the dealer retail vaiue for this type of car
in poor condition is $1,600. However, the guide
shows the price for a private party sale of the car
is only $750. The FMV of the car is considered to
be no more than $750.

Boats. Except for inexpensive small boats,
the valuation of boats should be based on an
appraisal by a marine surveyor because the
physical condition is so critical to the value.

More information. Your deduction for a
donated car, boat, or airplane generally is lim-
ited to the gross proceeds from its sale by the
qualified organization. This rule applies if the
claimed value of the donated vehicle is more
than $500. In certain cases, you can deduct the
vehicle’s FMV. For details, see Publication 526.

Inventory

If you donate any inventory item to a charitable
organization, the amount of your deductible con-
tribution generally is the FMV of the item, minus
any gain you would have realized if you had sold
the item at its FMV on the date of the gift. For
more information, see Publication 526.

Patents

To determine the FMV of a patent, you must
take into account, among other factors:

® Whether the patented technology has
been made obsolete by other technology;

® Any restrictions on the donee’s use of, or
ability to transfer, the patented technology;
and

¢ The length of time remaining before the
patent expires.

However, your deduction for a donation of a
patent or other intellectual property is its FMV,
minus any gain you would have realized if you
had sold the property at its FMV on the date of
the gift. Generally, this means your deduction is
the lesser of the property’s FMV or its basis. For
details, see Publication 526.

Stocks and Bonds

The vaiue of stocks and bonds is the FMV of a
share or bond on the valuation date. See Date of
contribution, earlier, under What Is Fair Market
Value (FMV).

Selling prices on valuation date. If there is

an active market for the contributed stocks or
bonds on a stock exchange, in an
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over-the-counter market, or elsewhere, the FMV
of each share or bond is the average price be-
tween the highest and lowest quoted selling
prices on the valuation date. For example, if the
highest selling price for a share was $11, and
the lowest $9, the average price is $10. You get
the average price by adding $11 and $9 and
dividing the sum by 2.

No sales on valuation date. f there were
no sales on the valuation date, but there were
sales within a reasonable period before and
after the valuation date, you determine FMV by
taking the average price between the highest
and lowest sales prices on the nearest date
before and on the nearest date after the valua-
tion date. Then you weight these averages in
inverse order by the respective number of trad-
ing days between the selling dates and the valu-
ation date.

Example. On the day you gave stock to a
qualified organization, there were no sales of the
stock. Sales of the stock nearest the valuation
date took place two trading days before the
valuation date at an average selling price of $10
and three trading days after the valuation date at
an average selling price of $15. The FMV on the
valuation date was $12, figured as follows:

(B3x%10) + (@x$15) +« 5 = $12

Listings on more than one stock ex-
change. Stocks or bonds listed on more than
one stock exchange are valued based on the
prices of the exchange on which they are princi-
pally dealt. This applies if these prices are pub-
lished in a generally available listing or
publication of general circulation. If this is not
applicable, and the stocks or bonds are reported
on a composite listing of combined exchanges in
a publication of general circulation, use the com-
posite list. See also Unavailable prices or
closely held corporation, later.

Bid and asked prices on valuation date. If
there were no sales within a reasonable period
before and after the valuation date, the FMV is
the average price between the bona fide bid and
asked prices on the valuation date.

Example. Although there were no sales of
Blue Corporation stock on the valuation date,
bona fide bid and asked prices were available on
that date of $14 and $16, respectively. The FMV
is $15, the average price between the bid and
asked prices.

No prices on valuation date. |f there were
no prices available on the valuation date, you
determine FMV by taking the average prices
between the bona fide bid and asked prices on
the closest trading date before and after the
valuation date. Both dates must be within a
reasonable period. Then you weight these aver-
ages in inverse order by the respective number
of trading days between the bid and asked dates
and the valuation date.

Example. On the day you gave stock to a
qualitied organization, no prices were available.
Bona fide bid and asked prices 3 days before the
valuation date were $10 and 2 days after the
valuation date were $15. The FMV on the valua-
tion date is $13, figured as follows:

[(2x$10) +

(3x$18)] + 5 = $13
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Prices only before or after valuation date, but
not both. If no selling prices or bona fide bid
and asked prices are available on a date within a
reasonable period before the valuation date, but
are available on a date within a reasonable pe-
riod after the valuation date, or vice versa, then
the average price between the highest and low-
est of such available prices may be treated as
the value.

Large blocks of stock. When a large block of
stock is put on the market, it may lower the
selling price of the stock if the supply is greater
than the demand. On the other hand, market
forces may exist that will afford higher prices for
targe blocks of stock. Because of the many fac-
tors to be considered, determining the value of
large blocks of stock usually requires the help of
experts specializing in underwriting large quanti-
ties of securities, or in trading in the securities of
the industry of which the particular company is a
part.

Unavailable prices or closely held corpora-
tion. If selling prices or bid and asked prices
are not available, or if securities of a closely heid
corporation are involved, determine the FMV by
considering the following factors.

* For bonds, the soundness of the security,
the interest yield, the date of maturity, and
other relevant factors.

® For shares of stock, the company’s net
worth, prospective earning power and divi-
dend-paying capacity, and other relevant
factors.

Other factors. Other relevant factors in-
clude:

® The nature and history of the business,
especially its recent history,

® The goodwill of the business,

® The economic outlook in the particular in-
dustry,

¢ The company's position in the industry, its
competitors, and its management, and

® The value of securities of corporations en-
gaged in the same or similar business.

For preterred stock, the most important factors
are its yield, dividend coverage, and protection
of its liquidation preference.

You should keep complete financial and other
information on which the valuation is based.
This includes copies of reports of examinations
of the company made by accountants, engi-
neers, or any technical experts on or close to the
valuation date.

Restricted securities. Some classes of stock
cannot be traded publicly because of restrictions
imposed by the Securities and Exchange Com-
mission, or by the corporate charter or a trust
agreement. These restricted securities usually
trade at a discount in relation to freely traded
securities.

To arrive at the FMV of restricted securities,
factors that you must consider include the resale
provisions found in the restriction agreements,
the relative negotiating strengths of the buyer
and seller, and the market experience of freely
traded securities of the same class as the re-
stricted securities.

Real Estate

Because each piece of real estate is unique and
its valuation is complicated, a detaited appraisal
by a professional appraiser is necessary.

The appraiser must be thoroughly trained in
the application of appraisal principles and the-
ory. in some instances the opinions of equaily
qualitied appraisers may carry unequal weight,
such as when one appraiser has a better knowl-
edge of local conditions.

The appraisai report must contain a com-
plete description of the property, such as street
address, legal description, and lot and block
number, as well as physical features, condition,
and dimensions. The use to which the property
is put, zoning and permitted uses, and its poten-
tial use for other higher and better uses are also
relevant.

In general, there are three main approaches
to the valuation of real estate. An appraisal may
require the combined use of two or three meth-
ods rather than one method only.

1. Comparable Sales

The comparable sales method compares the
donated property with several similar properties
that have been sold. The selling prices, after
adjustments for differences in date of sale, size,
condition, and location, would then indicate the
estimated FMV of the donated property.

If the comparable sales method is used to
determine the value of unimproved real property
(land without significant buildings, structures, or
any other improvements that add to its value),
the appraiser shouid consider the tollowing fac-
tors when comparing the potential comparable
property and the donated property:

¢ Location, size, and zoning or use restric-
tions,

¢ Accessibility and road frontage, and avail-
able utilities and water rights,

® Riparian rights (right of access to and use
of the water by owners of land on the bank
of a river) and existing easements,
rights-of-way, leases, etc.,

& Soil characteristics, vegetative cover, and
status of mineral rights, and

® Other factors affecting value.

For each comparable sale, the appraisal must
include the names of the buyer and seller, the
deed book and page number, the date of sale
and selling price, a property description, the
amount and terms of mortgages, property
surveys, the assessed value, the tax rate, and
the assessor’s appraised FMV.

The comparable selling prices must be ad-
justed to account for differences between the
sale property and the donated property. Be-
cause differences of opinion may arise between
appraisers as to the degree of comparability and
the amount of the adjustment considered neces-
sary for comparison purposes, an appraiser
should document each item of adjustment.

Only comparable sales having the least ad-
justments in terms of items and/or total dollar
adjustments should be considered as compara-
ble to the donated property.

Publication 561 (April 2007)



