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An April 2015 tax court case (Kunkel v. Commissioner, T.C. 
Memo 2015-71) emphasized the strict requirements for  
maintaining proper support of charitable contributions.  In this 
case, a married couple was denied a deduction for $37,315 
of non-cash contributions resulting in a tax deficiency of over 
$12,000.  A 20% accuracy-related penalty was also imposed 
on the taxpayers for intentionally disregarding the rules. 

Federal tax law generally allows a taxpayer to      
deduct the fair market value (FMV) of donated property.  But 
strict substantiation requirements apply to all charitable  

contributions.  The specific recordkeeping requirements for non-cash contributions depend 
on the value of the gifts. 

For all contributions valuing $250 and over, the taxpayer must obtain a  
contemporaneous written acknowledgment from the charity.  NOTE: An acknowledgment is 
required for each contribution of $250 or more, even if several donations are made to the 
same charity during the tax year. 

For gifts valuing $500 and over, in addition to the written acknowledgment from the charity, 
the taxpayer must also maintain records of the approximate date the property was acquired, 
the manner of its acquisition, a detailed description of the property, the cost or  
other basis of the property, the FMV of the property when it was donated, and the method 
used in determining that value. 

For all gifts valuing $5,000 or more (except for publicly traded securities), in addition to the 
previously mentioned requirements, taxpayers must also provide an independent appraisal 
of the donated property.  A copy of this appraisal must be attached to your federal income 
tax return in the year claimed.  When determining whether your deduction is over $5,000, 
combine deductions for all similar items donated to any charity during the year. 

In determining whether gifts exceed the $500 or $5,000 threshold, property and all similar 
items of property donated to one or more donees shall be treated as one property.  The term 
“similar items of property” is defined to mean “property of the same generic  
category or type” such as clothing, electronic equipment, or household appliances.  In the 
court case cited above, the taxpayers’ alleged donations were grouped into seven  
categories, all of which exceeded $500 and two of which exceeded $5,000. Furthermore, 
they did not provide any written acknowledgments or appraisals and verbal testimony of the 
taxpayers was implausible and had no support. 

BOTTOM LINE:  When making charitable donations, there is no substitute for  
accurate recordkeeping.  Contact us if you need help complying with the strict letter of the 
law so that you can withstand any potential IRS challenge to your deductions. 

Find Us On: 

Charitable Contributions Substantiation 
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Andrew is a Manager and comes to us with 20 years of tax and audit experience. He is  
originally from the United Kingdom and moved to the United States in 2008.  He is a  
Registered Public Accountant with the National Society of Accountants and Certified  
Non-Profit Consultant (CNC).   He holds many affiliations and is a member of the Association 
of Accounting Technicians, Florida Government Finance Officers Association 
(Hillsborough Chapter) and British American Business Council, to name a few.   

Furthermore, he is on the Board of Directors of the South Tampa Chamber of Commerce. He is married 
and has a teenage daughter. 

 
Please join us in welcoming the newest team members, Andrew Hall and Ann Orand, to our firm. 

Ann is our newest Administrative Assistant and has over 20 years of varied work  
experience in the administrative, customer service and IT fields. She graduated from  
Florida State University with a BS in Computer Science. She is actively involved at Hyde 
Park Presbyterian Church and is married with two children, a teenage son and daughter. 

WelcomeWelcome  

In recent years, more and more clients 
have LLC companies. When asked 
what the tax structure is they say “it’s 
an LLC”. What needs to be realized is 
LLC is not a tax structure. It is simply a 
corporate structure that dictates there is 
an element of ‘limited liability’ to the 
members. Once you have chosen to 
form an LLC you have several options 
as regards to how the business will  
be taxed. The options include,  
Sole Proprietorship, Partnership,  
S-Corporation, and C-Corporation.  One 
option is normally done by filing a Form 
2553 (Election by a Small Business  
Corporation) with the IRS to elect to be 
taxed as an S-Corporation. 

TIME LIMIT 2½ MONTHS 

Be careful, after forming your LLC and 
commencing operations you have  
basically two and a half months from 
the start date to make the election of 
which way the business will be taxed. If 
you miss this election, the IRS will  
determine the way it will be taxed for 
the first year and your election will not 
be in place until the second year. This 
can cause all kinds of tax changes and 

additional calculations. However, there 
is a late filing request form that can be 
filed but it is not always guaranteed to 
be accepted by the IRS without reasons 
that come under this claim. 

WHAT OPTIONS DO I HAVE 

One of the beautiful things about an 
LLC is that you can be anything you 
want to be (within reason!). For  
example, you cannot be a  
partnership without two or more people 
and if you are a non-resident you  
cannot be an S-Corp. So, once you 
have chosen your tax structure and filed 
your request (normally through 
Form 2553) and received ac-
ceptance by the IRS, then you are 
good to go. 

RECAP & HELPFUL INFO 

LLC is a limited liability company 
not a tax structure and the limited 
liability are not without rules. You 
must set up a separate business 
bank account and not comingle 
your personal expenses with the 
business.  If you run all your  
personal and business expenses 

through the business bank account and 
then rely on the ‘limited liability’ for 
whatever reason, they may not only 
revoke the S-Corp status but also 
‘pierce the veil of incorporation’ to take 
away the limited liability. This is  
because the business was not run as a 
separate entity and was simply an ex-
tension of your personal finances. Also, 
be aware of the reasonable  
compensation requirements for  
S-Corps. If you have any questions 
and/or have a new LLC in which you 
are not sure of the tax structure please 
contact us. 

COMMON MISCONCEPTIONS OF LIMITED LIABILITY COMPANIES (LLC) 
Andrew Hall 
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NotablesNotables  
New Membership Affiliation 

In June, Dwight Darby & Company became a new member of The South 
Tampa Chamber of Commerce. C1 Bank on Davis Island hosted a Meet 
and Greet and Margaret McDeed attended to represent the firm. The 
Chamber holds many events and you can check out upcoming events on 
www.SouthTampaChamber.org.  

UPCOMING EVENTS AND TRADESHOWS WE WILL BE ATTENDING: 
AutoCPA Group Meeting  
This two day event will be held in Portland, Oregon in September, 2015. We meet to discuss industry related topics and 
bring in speakers that would benefit our role as CPAs and advisors to our dealer clients. We network among ourselves not 
only at these meetings but daily on many different issues, whether operational, tax, accounting and many other issues with 
our dealer clients. Dawn Lopez is the Group’s program chairperson in charge of booking speakers.   
Auto Dealership Conference 
This two day event will be held in Orlando, Florida.  This conference will include fraud, succession planning, internal  
controls, tax, accounting and auditing, legal and NADA updates.  Dave Bove, the firm’s tax manager will be  
attending the event as well as attending the AutoCPA Group Associate’s Meeting in October in Orlando.   
Bradenton Area Condo and HOA Expo 
This one day event is held at the Bradenton Area Convention Center on Thursday, October 8th, 2015 from 10:30 a.m.– 3:30 
p.m.  Exhibitors will include condominium and HOA industry experts available to share their knowledge and  
information. There will also be seminars available and they begin at 9:00 a.m. Registration is free for association  
managers and board members.  For additional information visit http://bradentoncondoexpo.com. 
Property Manager Expo (PM-EXPO) 
This event will be held on Tuesday, November 10, 2015 from 8:00 a.m. – 4:30 p.m. at the Coliseum in St. Petersburg, a 
tradeshow for Condo Associations & HOA’s. Dwight Darby & Company will be an exhibitor to provide information and  
answer any questions you may have about our services.  Furthermore, Property Managers can attend seminars on specific 
high-level property management topics and attendees can sit in on classes covering relevant issues  
specific to Florida. Additional information can be found at http://www.pm-expo.com/west-florida. 
Florida Council of Independent Schools (FCIS) Convention 2015 
This two day event will be held in Orlando on November 5 - 6, 2015. The convention is held annually to provide  
updates and latest information to heads of schools, business managers, administrative staff and teachers of  
Florida’s private schools.  Dwight Darby & Company is proud to be a corporate sponsor and has over twenty-five years’ 
experience in not-for-profit (NFP) organizations providing accounting, auditing and other services for private schools.  For 
more information or a proposal contact Dawn Lopez at dlopez@dwightdarby.com. If attending, don’t forget to stop by our 
booth at the convention! 

                            AutoCPA Group Meeting 
In May 2015, Dawn Lopez attended the semi-annual meeting of the AutoCPA Group in Austin, TX.  The AutoCPA 
Group is a nationwide association of over twenty-five CPA firms specializing in auto/truck/motorcycle dealerships.  
Speakers covered the following topics: 
 
 
 
 
 
 
 
 
We would be happy to share information about the topics we covered or discuss any concerns you have with your  
operations, so please give us a call.  We also have a large pool of experts to draw from to assist your dealership to  
operate at its best.   

 Dealer handbooks and pay plans/
labor & employment law trends 

 Market and economic update 
 Scanning solutions 
 Tax credits and incentives 
 One-price selling  

 Dealer financial services 
 The new technology ransom 

economy – protecting your 
dealership 

 Buy/Sell trends 
 CarFax and TRUECar 
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The Financial Accounting Standards Board (FASB) is revamping the standards for  
not-for-profit (NFP) financial statement (FS) reporting. It has issued an Exposure Draft (ED) for public comment.  
Probably the number one change is the reporting of Net Asset Classes and Liquidity.  FASB felt most users were 
unable to discern an organization’s liquidity under the current reporting requirements.   Another area of concern was 
operating measure in the statement of activities (SOA).  In other words, how well NFP’s manage their resources to 
achieve their mission.  They also addressed providing clarity in the reporting of certain items within the SOA,  
enhancing disclosures and making changes to the statement of cash flow.  Below are a few key changes as  
proposed: 

 Two new class terms to be used within FS are (the prior terms unrestricted, temporarily or permanently restrict-
ed will not be used any longer): Net assets with donor restrictions and Net assets without donor restrictions.  
Board designated amounts would be included within the second category.  Any endowments are included within 
the first category and would include amounts ‘under-water’.  Previously, ‘under-water’ was included within the  
unrestricted category. 

 Discloses a NFP’s policy for liquidity reserves and its time horizon,  
including: 

 Disclosures related to quantitative information about total assets 
and the amounts available  

 Two new subtotals in the SOA within the category of changes in net assets 
without donor restrictions.  This would represent the NFP’s operating  
excess or deficit in the current period, and would be considered operating 
activities.  Nonoperating activities are related to investing and financing 
activities.  These would be sequenced after the operating activities on the 
SOA. Continued on pg. 5 

Dawn Lopez 

CHANGE HAPPENS 
Not-For-Profit Financial Statements - Set To Change Again 

Christina Winters 
In today’s world cybercrime and  
identity theft are a growing concern 
for all individuals.  A growing number 
of attacks are focusing on high-worth 
individuals and their advisors.  The 
reasons being the obvious – wealth 
and/or data access to an abundant 
amount of secure, valuable infor-
mation.  Here are some tips for high 
wealth individuals, their advisors, and 
really everyone.   

Be aware of spear phishing  -  an 
email that appears to be from a  
person or a business known to you.  
They have access to certain  
information like your email, name, 
and most of the time some other sort 
of information and ask for access to  
additional information.   When in 
doubt verify over the phone or in a 
separate email that the information 

was requested and needed.   
You might not be the target - a  
target for an attack for your  
information might be for those that 
are close to you.  For example:  
family, friends, employees, advisors 

such as lawyers, accountants or  
financial advisors.  If you are a  
service organization or advisor to 
high wealth individuals, take steps to 
ensure their privacy and security.  

Create a personal security plan - 
stick with it, use a professional if 
needed. 

Secure information that thieves 
would want access to - email, texts, 
private discussions and communica-
tions, investment plans, even your 
reputation. 
Make security training a top  
priority - for employees and business 
of both high wealth individuals and 
their advisors and service  
organizations.   

For EVERYONE - Use a separate 
computer/device only for access to 
most sensitive accounts.  Do not use 
this computer for anything else.  Do 
not use it to browse the web, email, 
or other social media.   
Always use encryption 
Use trusted safe browsing tools -  
when using the web and/or other  
devises like McAfee Site Advisor or 
apps such as RedPhone and Wickr.  

Cybercrime and Identity Theft 
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Recently we have seen 
an increase in sales tax 
audits and a common 
issue has been sales  
tax not paid on the rent 
of commercial real  
property. Any business 
that is either an owner or 
tenant of commercial real 
property needs to be 
extremely aware of the 

sales tax rules in this area as the Florida Department of 
Revenue almost always does a sales tax audit for a 36 
month period (due to the statutes of limitations for such 
audits).  If only some or no sales tax has been remitted on 
rent paid for a 36 month period, not only is sales tax due 
on the rent, but interest and penalties as well, which can 
really add up over such a long period of time!  

According to the Florida Department of Revenue, a rental 
payment is a payment made by the tenant for the right to 
use or occupy commercial real property. This may include 
charges for property taxes (whether paid to the landlord or 
directly to the county tax collector’s office), common area 
maintenance, or janitorial service. If the tenant makes 
mortgage or insurance payments on behalf of the landlord, 
those payments are included in the total amount of rent 
paid and are subject to sales tax. Payments for separately 
stated services that are required under the lease are part 
of the total amount of rent paid.   

Examples of commercial real property rentals include  
office or retail space, warehouses, convention and meeting 

rooms, and mini-warehouses, to name a few. 

One of the most critical issues in this area to be aware 
of is that rentals or leases to use or occupy  
commercial real property by related persons are also 
subject to sales tax. For example, the lease of  
commercial real property by one corporation to a related 
corporation, or by a shareholder to a corporation, is subject 
to sales tax. It is a common misconception that just  
because the same person(s) own two corporations, where 
one corporation rents commercial real  property to the  
other one, or when a shareholder rents to his own  
corporation, that no sales tax needs to be collected and 
remitted. This is not the case! If you are in this situation, 
register with the State of Florida online at 
www.myflorida.com/dor and timely collect and remit the 
sales tax due on the rent paid. Remember to include in the 
rent paid the various items mentioned above such as  
property taxes and insurance paid by the tenant on behalf 
of the landlord. These best practices could save you from 
potential problems with the Florida Department of Revenue 
in the future.   

One final key rule to be aware of is tenant liability: if 
you cannot prove that sales tax has been paid to your 
landlord, you are directly liable for any unpaid sales 
tax, interest and penalties due. This means that if you 
are renting property from an unrelated landlord and they 
don’t collect sales tax on the rent and other related  
expenses that you pay to them, you will be the one that is 
responsible for back sales taxes, interest and penalties if 
this ever comes to the attention of the Florida Department 
of Revenue during a sales tax audit. 

Sales and Use Tax on Commercial Real Property Rentals in Florida 
Thomas Ladd 

Change Happens - continued from pg. 4 

 Depreciation should be reported as an operating expense and interest costs will be considered a nonoperating 
expense 

 Statement of cash flow changes: 
 Will be reported under the direct method 
 Purchases and sales of long-lived assets contributions will now be reported under the operating cash flow 

section (previously reported under the investing section) 

 Other disclosure enhancements are: 
 Indicating how restrictions on net assets from donors affect the use of the resources 
 Detailing out how costs are allocated among program and support functions 
 Including the original amount of an endowed gift if underwater 
 Listing board policies or decisions to spend or not from the endowed gifts 

These are a few of the main changes proposed. Stayed tuned as FASB releases updates to this proposal.  FASB 
is hopeful that it will issue a final standard in 2016. 



Dwight Darby & Company 
611 S. Magnolia Ave.  
Tampa, FL 33606-2744 

 
To receive this newsletter in  

electronic format, please send an email to        
cpa@dwightdarby.com with the words “mailing 
list” in the subject line.  Please also let us know if 

you are a business, individual, or both. 
 

Closing Entries 

This newsletter is published for our clients and other interested persons.  Since this information 
may be of a technical nature, no final decision should be made without first consulting our office. 

ANNIVERSARIES 
The following Dwight Darby & Company employment anniversaries will be occurring this fall: 
Karen Sellars – 14 years in September 

Margaret McDeed – 9 years in September 
Thomas Ladd – 2 years in September 

SALES TAX HOLIDAY 
Don’t miss out on the 2015 Back-to-School Sales Tax Holiday! The 10-day sales tax holiday 
will begin at 12:01 a.m., Friday, August 7, 2015 and end at 11:59 p.m., Sunday, August 16, 
2015. During this period, no Florida sales tax or local option tax will be collected on sales of 
clothing, footwear, and certain accessories selling for $100 or less per item, on certain school 

supplies selling for $15 or less per item, and on the first $750 of the sales price for computers and  
certain computer-related accessories when purchased for noncommercial home or personal use. 
For a detailed list of eligible and non-eligible items visit www.myflorida.com 


