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IRS Issues Guidance on Charitable Contributions to Single-
Member LLCs

Long-awaited notice allows individual and corporate donations made directly to a single-
member LLC to be treated as donations made to the parent 501(c)(3) organization.

Many Section 501(c)(3) organizations establish single-member LLCs (SMLLCs) to conduct certain activities or to
hold real estate or other assets. A common reason for establishing an SMLLC is to provide liability protection for
the parent 501(c)(3) organization with respect to the SMLLC's activities. These SMLLCs are generally treated as
“disregarded entities” for federal tax purposes, and their income and expenses are reported directly on the Forms
990 filed by the parent organizations. Although the Internal Revenue Service (IRS) has previously held that
private foundation grants to SMLLCs are treated as grants made directly to their 501(c)(3) parents, see |.R.S.
Gen. Info. Ltr. 2010-0052, (June 25, 2010), available at http://www.irs.gov/pub/irs-wd/10-0052.pdf, it has, until
now, declined to hold that contributions made directly to SMLLCs by individuals and corporations are deductible
as charitable contributions to the 501(c)(3) parents. The lack of favorable IRS guidance on the treatment of
donations to SMLLCs has hampered charitable gift planning for many 501(c)(3) organizations, particularly with
respect to donations of real estate and other assets that are commonly held through special-purpose SMLLCs.

On July 31, the IRS issued I.R.S. Notice 2012-52 (July 31, 2012), available at
https://www.morganlewis.com/documents/IRSNotice2012-52.pdf, confirming that, if all other requirements of
Section 170 are met, donations to domestic SMLLCs established by U.S. 501(c)(3) organizations are treated, for
deductibility purposes, as charitable contributions to their parent organizations. This notice, issued in time for the
year-end giving season, will allow 501(c)(3) organizations to establish SMLLCs to receive donations of real estate
and other special purpose assets, and will facilitate direct charitable fundraising for programs and activities
conducted by SMLLCs. The notice confirms that, even though the donation is made directly to the SMLLC, for tax
purposes, it is treated as a donation made to the parent 501(c)(3) organization, which has responsibility for
issuing the proper acknowledgement letter to substantiate the taxpayer’s donation. The notice suggests that the
parent 501(c)(3) organization’s acknowledgement letter should disclose that the gift was made to an SMLLC,
which would avoid potential confusion caused by the name of the donee being different from the name of the
organization providing the acknowledgment letter.

The notice is effective for charitable contributions made on or after July 31, 2012; however, taxpayers may rely on
the notice retroactively for tax years for which they are permitted to claim a credit or refund under Section 6511.

Contacts
If you have any questions or would like more information on the issues discussed in this LawFlash, please contact
any of the following Morgan Lewis attorneys:

Washington, D.C.

Celia Roady 202.739.5279 croady@morganlewis.com
Matthew R. Elkin 202.739.5285 melkin@morganlewis.com
Alexander L. Reid 202.739.5941 areid@morganlewis.com
Kimberly M. Eney 202.739.5825 keney@morganlewis.com
Edward T. Chaney 202.739.5831 echaney@morganlewis.com

www.morganlewis.com 1 © 2012 Morgan, Lewis & Bockius LLP



Morgan Lewis

About Morgan, Lewis & Bockius Lip

With 24 offices across the United States, Europe, and Asia, Morgan Lewis provides comprehensive litigation,
corporate, transactional, regulatory, intellectual property, and labor and employment legal services to clients of all
sizes—from globally established industry leaders to just-conceived start-ups. Our international team of lawyers,
patent agents, benefits advisers, regulatory scientists, and other specialists—more than 1,600 legal professionals
total—serves clients from locations in Almaty, Beijing, Boston, Brussels, Chicago, Dallas, Frankfurt, Harrisburg,
Houston, Irvine, London, Los Angeles, Miami, Moscow, New York, Palo Alto, Paris, Philadelphia, Pittsburgh,
Princeton, San Francisco, Tokyo, Washington, D.C., and Wilmington. For more information about Morgan Lewis
or its practices, please visit us online at www.morganlewis.com.

IRS Circular 230 Disclosure

To ensure compliance with requirements imposed by the IRS, we inform you that any U.S. federal tax advice
contained in this communication (including any attachments) is not intended or written to be used, and cannot be
used, for the purpose of (i) avoiding penalties under the Internal Revenue Code or (ii) promoting, marketing, or
recommending to another party any transaction or matter addressed herein. For information about why we are
required to include this legend, please see http://www.morganlewis.com/circular230.

This LawFlash is provided as a general informational service to clients and friends of Morgan, Lewis & Bockius LLP. It should not be construed
as, and does not constitute, legal advice on any specific matter, nor does this message create an attorney-client relationship. These materials
may be considered Attorney Advertising in some states. Please note that the prior results discussed in the material do not guarantee similar
outcomes. Links provided from outside sources are subject to expiration or change. © 2012 Morgan, Lewis & Bockius LLP. All Rights
Reserved.
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