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November 8, 2006

Mr. John Q. Public
123 Anyname St.
My Town, CA, 99999

Dear Mr. Public,

We wish to thank you for the donation to Community Health Training, Inc. of your timeshare at
Paradise Imagined Resort and Spa, Unit 223A for week 32 with the legal description of:

(Legal Description)

We have estimated the current valuation $21,500 based on a majority of comparable units sold
in the recent past. No goods or services were provided in exchange for your contribution.

We have include a copy of the information on Timeshare Valuation, the basis and reasoning for
our valuation and a signed IRS form 8283 which you may need for your tax return.

Again, Thank you for your donation.

Sincerely,

Director

http://www.CommunityHealthTraining.org


Timeshare Valuation
Important Note: We are NOT licensed appraisers and this is NOT a licensed
appraisal. It is for information purposes only. It follows the directions imposed by
the IRS in what is to be included in an appraisal. In the event an appraisal is
requested, this can be used to provide the license appraiser with an initial opinion
of concept and content to help them in their activity.

According to the IRS the following methods are used to determine valuation.
1. “The cost or selling price is a good indication of the property’s value if:  

• The purchase or sale took place close to the valuation date in an 
open market,”
This means that if your donated item is sold within 3 years, the amount
received by the NPO is the amount of your donation. A $20,000 timeshare
sold for $1,000 two years later only gets you $1,000 in donation deductions.
The initial credit will have to be amended to reflect additional income tax
owed.

2. Without a sale to determine FMV the following three ways are described by the
IRS:
A. “The sale prices of properties similar to the donated property are often

important in determining the FMV.” (Based on:)
1. The degree of similarity
2. The time of sale close to the valuation time
3. Circumstances of sale - whether it was at arm’s-length, coerced or

between co-conspirators
4. The condition of the general market (unusually flat or deflated)
5. Notable by it’s absence is any consideration of original (resort) versus

secondary  seller (you) or the methods used for marketing
B. The value based on the income generation of the property. (Doesn’t apply.)
C. Replacement cost for a similar unit. - “. . . the amount it would cost to replace

the donated item on the valuation date.” In all probability you would have
to return to the resort to buy another unit.

Any appraiser basing value on a secondary market of unsalable properties is doing a
disservice, if not a fraudulent appraisal. Appraisals are to be based on the above only. An
offered price is NOT it’s final valuation. The vast majority of similar properties being sold
on the open market and available for replacement are being sold by the resort. Saying the
timeshare owner does not have the same ability to sell does not consider the creative
seller who does more than simply put a sign on their front door, or on a web site and hope
someone calls. Creative sellers can and often do sell their timeshares at or close to prices
sold by resorts. Methods are available for such and can easily be demonstrated.

If you, as an owner, are required to provide a licensed appraisal, make sure the appraiser
you contract with takes into consideration ALL units sold, including the resorts, in their



appraisal. According to the IRS, “For each comparable sale, the appraisal must
include the names of the buyer and seller, the deed book and page number, the
date of and selling price, a property description, the amount and terms of
mortgages, assessed value, the tax rate, and the assessor’s appraised FMV.”
Generally, true numbers are usually on resort sales for tax purposes. Low sales are often
for “. . . $1 and other good and valuable consideration” and are not applicable.

You need to read and become aware of IRS publications # 561, 557, and 526. These
determine how  you use donation credit for IRS purposes. For technical purposes, CHT
has been recently reassigned as a 509(a)2 nonprofit corporation similar to a 501 (c)3.
They both grant deduction credit to taxpayers. Be aware that unused credit can be carried
over to the following years and deducted against future income. Another issue you must
be aware of in the above publications is the threshold of $5,000 deduction limit. That limit
only states that any single deduction above that amount may require a licensed appraisal
be presented to the IRS at their request. It is your responsibility to determine if you will
claim what the NPO grants as deduction credit or reduce it to a lesser amount. You may
wait until after you’ve obtained a licensed appraisal to make that decision. Again, read the
publications and review your options of carryover credit. The website for these
publications is: http://www.irs.gov/forms_pubs/forms.html . Review them with your
accountant or tax preparer.

Comparable Sales and Valuation Estimate

To arrive at an estimate of the FMV, The following information was used. Information not available except
by personal research of county written records was not available through normal means and is not
included.

Property Description: (legal description)

Original Purchase Price $21,500

Original Purchase Date March 4, 2001

Assessed Value $19,475

Assessor’s Appraised FMV $20,000

Average # Resort Sales / 6 Mo. 38 similar units

Average Resort Price $23,500

Source of Information Resort sales staff and county recorder’s office

Average # Other Sales / 6 Mo. 3

Average Other Sale Price $500

Source of Information County recorder’s office

Valuation Estimate $21,500

Comments Since the majority of recorded sales and the cost of replacement for a similar unit are
all at or near the current resort price and the assessors valuation is in basic agreement
with the resort valuation it is believed that the low number and valuation of the other
sales is an aberration due to personal reasons of those sellers. The valuation is given
based on the majority of above recordings.

http://www.irs.gov/forms_pubs/forms.html





