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The beginnings and development of crowdfunding

The creation and development of crowdfunding is closely related to new technologies, in particular

the increase in internet accessibility and online payments.

One of the first projects financed from many small contributions was the Marillion concert tour in
the 1990s.

ArtistShare, founded by Brian Camelio, is considered to be the first crowdfunding portal. It started

collecting in 2001 and is still active today, although it is not very well known in the world.

Currently, there are thousands of crowdfunding websites in the world, there are several dozen of
them in Poland alone. However, the undisputed king of CF portals is kickstarter.com, through which

by May 2020 over $ 5 billion has already been paid!

RICKSTARTER

Explore Start a project 5
#BlackLivesMatter

Search Q  Login

terraplanter - visibly follow the journey from seed to plant

Just fill with water and the plant will take only what it needs to visibly grow & flourish on the exterior surface of the
planter.

US$ 4,043,385

| N S | D E i O U T % pledged of US$ 20,000 goal
PLANTER i
terraplanter™ backers

15

days to go

Back this project

[ Remind me 0O ¥ =X <

All or nothing. This project will only be funded if it reaches its
goal by Sat, June 20 2020 5:59 AM CEST.

o Project We Love @ Progettazione Di Prodotti 9 Long Island, NY

One of the winning Kickstarter.com fundraising actions: almost 35,000 contributions gave a result 200 times greater than

expected

In Poland, the largest amount of money transferred came from the siepomaga.pl portal at nearly 800

million ztoty. The same portal wins currently in the category for “the best fundraising result in the
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Polish Internet”: the collection for the purchase of equipment for hospitals carried out in spring 2020
in connection with the coronavirus epidemic raised over 28 million ztoty.

© Zbvieraj na Siepomaga | Ef English | Logowanie | Rejestracja

Siepooogo.p| Potrzebujacy  Organizacje Zwierzaki Q
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v @ ) (<>
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siepoyaga'pl

204 082 udostepnienia

ZBIORKA NA CEL
D zenie o$rodké dycznych w niezbedny sprzet

The collection that won the highest score in the history of Polish crowdfunding
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Fundraising knowledge useful in crowdfunding

Crowdfunding is part of a larger science about raising money, or fundraising. It is planned, ethical
and effective money collection, and professional fundraising is still a new profession in Poland,

practiced by only a few hundred people.

Here are some elements of fundraising knowledge useful in running crowdfunding.

Donor cycle

The donor cycle is a tool to organize the fundraising process, it reminds about the priority of relations

over money.

Klasyfikacja

Budowanie

relacji

(—-

Identification > Classification > Building relations > Request > Servicing
How does it work? The first stage is identification - deciding who can be our donor, with whom to
start a dialogue. The second phase is classification - here we decide on the donor profile and its
features that affect, e.g., the order of requests. Then it is time to build relationships - first

friendship, then business. Once the relationship is established, we can proceed to the request. And
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then, regardless of the response, one should thank, i.e. close the cycle. It is only thanks that opens
the way to another request.
In crowdfunding, work according to this model, e.g. in a Facebook collection, will look like this:

- ldentification: selection of profile fans and recipients of ads broadcast on Facebook as a target

group,

- Classification: determining the order of activities: first those | met in person, as well as age groups,

e.g. 18-35 years old,

- Relationship building: personalized contact via Messenger, phone, likes under posts, without

mentioning the collection,
- Request: sending a personalized message with a collection link and a payment incentive,

- Cycle closing: showing gratitude to donors and collection promoters.

Development model by 3 capitals

Any organization that wants to develop itself to fulfil its mission better and better must build 3
capitals: human (people, their potential and relations between them), social (image, recognition,

friendships, partnerships, contacts, databases), and financial , i.e. monetary.

Human Social Financial

capital capital capital

It is worth remembering this order, because it is rare for a person or organization that does not have
a network of contacts, recognition or credibility to regularly collect large amounts of money. It may
happen that on the wave of public interest in a topic (e.g. refugees, disaster, epidemic) a private

person will collect millions in a short time, but such a result can usually not be achieved a second
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time, even in part. Meanwhile, organizations that plan activities for years and are known in the milieu
and also invest energy in relationships with donors can make crowdfunding a permanent source of

income and organize successful collections regularly.

4 great rules of fundraising

All fundraising activities, including crowdfunding, are governed by similar principles, because their

essence is relations between people and a community of values.

There are 4 proven rules in collecting money, which for fundraising are like batteries:

LATIONS
ERVICE
NCY

Creativity: makes donors like the campaigns, become popular, and arouses enthusiasm.
Strong relationships: mainly due to the time devoted to donors, guided by their needs and opinions.

Spirit of service: is a focus on the results that the collected money will bring to the beneficiaries for
whom we collect it, and not to ourselves. The organization slides into the background, those we serve

count.

Transparency: means transparency in managing money, spending it fairly and publishing financial

statements without requests.

Fundraising ethics
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Fundraising is a profession that requires people performing it to maintain ethical standards. The first

code of ethics was developed in the USA in 1964.

On 16.10.2006, representatives of 24 countries, including Poland, adopted the declaration on

international ethical standards of fundraising.

What does the International Declaration of Ethical Principles in Fundraising say?

The fundraiser's remuneration cannot be calculated as a percentage of the funds raised.

How do you maintain honesty and transparency in fundraising?
e The Fundraiser should be a volunteer or receive remuneration in advance.
e Avoid commissions calculated as a percentage of the amount collected.
e Money received from the donor must be spent according to his will.
e Detailed and transparent income and expense reports should be prepared and published.

e Control the amount of administrative costs and disclose them upon request.

CROWDFUNDING CAMPAIGN

Each crowdfunding campaign is different, but there are several effective ways and techniques that
almost always work and allow to raise the money you need faster. Here are the tips inspired by the

guidebook published by the zrzutka.pl portal.

Photo and film

Grab the attention! Try not to use photos available on the internet, especially for charity collections,
but also those from other categories. Try to take them yourself. Such a photo will definitely attract

more attention. Maybe you have friends who will be happy to help you in taking photographs?

Remember to add a photo that fits well with the dimensions of the field. Share the screenshot, check
if it displays well. Avoid adding vertical photos, definitely avoid rotated ones. You do not want

someone to break neck, right?

A movie can work even better than a photo if it is shot with an idea in mind. You do not need

professional equipment, just a smartphone with a good camera. If you're making a movie, try not to
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make it too long, just a minute, two minutes at a time. The shorter the movie, the more viewers will

watch it in its entirety.

If you say something in the movie, record with a microphone from the headphones, because it is
important that the sound is clear and without background noise. Lighting is also important; natural

light is best, but if you need to record indoors, stand close to a window or other light source.

If you care about professional quality, there are a lot of YouTube guides on filming, it's worth
watching them. It is not worth exaggerating the requirements, however, because honesty and natural
approach are also important. Enter “fast tractor” in YouTube, and you will immediately understand

what simplicity of communication is. And see how many people have already viewed this video.

How to give a fundraising action a good nhame

When setting up your own collection, you probably wonder what title to give it. Here are some tips

that will probably attract some attention to your collection, especially when shared.

The name must encourage. First of all, you need to know exactly what you want to raise funds for.
The title: “For treatment and rehabilitation” will clearly show the purpose of the collection, but it
will not be encouraging. The collection must invite to make a visit already at this stage. For charity
collections, state the person for whom the funds are being collected and his illness. In the case of

collections for projects or needs, the title should address the reader directly.

Remember to move away from clichéd and boring solutions. Try to come up with something that

catches attention, maybe something humorous?

The title should be short and concise. Remember that this is an online collection, which involves
sharing. The title of the collection must be short so that the viewer, e.g. a social networking site,
can read it during fast scrolling down. It may help stop at it or move the page back and support your

collection.

So, what should the title be? Let's check some of the most popular collection titles and try to come

up with something better:

“For treatment and rehabilitation”: does this title encourage you to click? “Help chase cancer away!”

sounds much better! In addition, the reader has the impression that this message is addressed to him.

“For dreams”: well, everyone has dreams. But some are so interesting that others will gladly support
them. Tell the recipient what yours are related to. Try to choose words that rhyme or have a smile

on your face, such as “Kick a buck for a new motorboat!”. Is it better?
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“For renovation”: try to describe it in a little more detail, create your unique title. There are many
collections for renovation, and a large part has the same name. Don't let it die in the thicket of

others. “New kitchen for shared breakfasts” sounds a bit better!

Description of the collection

Description is a key element of the collection. It is worth spending more time on it, because properly

prepared text can affect the shares.

In the short description, write a few words about what the collection is for. Do not elaborate, two,

maximum three sentences are enough. If you want, you can skip this part.

What about the main description? Place more photos and less text. First of all, you must remember
that the greater majority of the population are visual-oriented people. Colour photos attract more
attention than a splash of text. Make sure that the text briefly and clearly describes the purpose and
(depending on the type of collection) your situation. Don't go into the details. Maybe it's important
for you to write everything that you have in mind, but take our word for it - recipients don't like long

texts.

Grammatical and spelling correctness is important. Take care of spelling and punctuation. It is much
easier to read text that has commas and periods in the right places. Spelling mistakes can be very
eye-catching and make reading difficult. Check several times to see if any have crept into your

description. And remember to use paragraphs. Longer fragments can be interlaced with photos.

Be honest! Tell directly what you need and what is your story. Explain exactly what the collected
money will be spent on. Do not forget that lie has short legs, so do not give false stories. Contributors
will appreciate honesty. If you decide to lie and someone detects it, you can be sure that the
collection will no longer have the same chance of success. In addition, the scam may be reported to

law enforcement and you will be liable for everything. Worth it? Certainly not.

Promotion

Proper promotion of the collection is another important element of the whole puzzle. Your collection
- even with the best description and beautiful photos - will not be successful unless no one knows

about it.

Activate contacts. First payments are of key importance. Ask your family, friends or colleagues for
help. Check that you want them to deposit money instead of transferring it directly to you. The
chance that a stranger will deposit your funds for a new collection with no money in is slim. People

Page 10



interreg M
CENTRAL EUROPE e
INNO-WISEs

are more likely to get involved in actions that have already been supported by others. First of all,
they feel safer - “after all, others have also paid!” Secondly - they know that their money will not
be wasted - “so many people have already contributed, less and less is needed, so | will help!” Believe

us - even a few percent of the goal will radically change the reception of your collection.

Use social networking sites. Of course, promotions must also be addressed to bystanders. You must
share it. Do not do it only in your Facebook profile - the reach will not be large. Ask your friends to
share the collection as well. Try to look for support in various forums, preferably if they are somehow

related to your collection. If you are collecting for a new fishing rod, try on fishing forums.

Remember not to be intrusive. Nobody likes it and you probably wouldn't like it either. Don't force

people to share or make a deposit if they don't want to. This can negatively affect your collection.

No internet - no problem! You can also address the collection to those who do not have access to the
internet. How? All you have to do is give them the special collection account number. Each collection
has its own bank account, so if someone makes a payment by, for example, postal order, the funds
will go to your collection. Use it by hanging posters in the workplace, handing out leaflets. Ask the
owners of nearby cafes, pubs and other places if they would like to post information about your

collection at their places.

Karma is coming back! Always be nice to people visiting your collection. You may face criticism
several times. Take it calmly, think about whether you can do something to avoid similar comments

in the future.

You can delete comments from the collection, but try not to do it too often, even if the feedback is
not positive. However, if the criticism is vulgar and even turns into aggression, report it to the portal

administrators.

Thank the contributors. After all, nothing will work without them! Try to answer comments and
questions frequently. It is possible that this person will share the collection with your friends, and

you will get more shares and deposits.

Taxation of donations in crowdfunding

People receiving money as part of online collections for donations from strangers must remember
that they do not have to pay tax only if no donor (unrelated to the recipient) has paid more than
4,902 zt. It is worth remembering that the sum of donations received from the same donor in the
period of 5 years preceding the year in which the last donation from this person took place is

accumulated.
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Beneficiaries of online collections (regardless of whether they collect for themselves or for someone)

do not have to pay income tax (PIT) on these donations.

On the other hand, in some cases, inheritance and gift tax obligation may arise, on the terms set out

in the act of 28 July 1983 on inheritance and gift tax.

This tax applies to natural persons who have, in particular, received donations of money, property

or property rights.

In accordance with Article 888 § 1 of the Civil Code, by donation agreement, the donor undertakes

to provide a free benefit to the recipient at the expense of his property.

So it is about such benefits, in exchange for which the donor does not demand or expect anything,

either at the time of the donation or in the future.

Pursuant to Articles 5 and 6 of the act on inheritance and gift tax, the tax obligation is on the

purchaser of items and property rights. And this obligation arises:
- upon the donor's declaration in the form of a notarial deed,
- upon fulfilment of the promised benefit (if no notarial deed has previously been concluded).

Therefore, with monetary donations, as a rule, the tax obligation arises when the money is

transferred (given, transferred) to the recipient.

However, not every donation immediately creates a tax obligation. The inheritance and gift tax act

provides for 3 free amounts depending on the tax group of the recipient of the donation.

In accordance with Article 9 item 1 of the above act, the purchaser's acquisition of one person's

ownership, property and property rights of a pure value exceeding the following is taxable:
« PLN 9,637 - if the purchaser is a person classified to the | tax group;

« PLN 7,276 - if the purchaser is a person classified to the Il tax group;

« PLN 4,902 - if the purchaser is a person classified to the Ill tax group.

According to Article 14 paragraph 3 of the above acts, individual tax groups in the inheritance and

gift tax include:

Group |: spouse, descendants (children, grandchildren, great-grandchildren, etc.), ascendants
(parents, grandparents, great-grandparents, etc.), stepson, son-in-law, daughter-in-law, siblings,

stepfather, stepmother and in-laws;
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Group II: descendants siblings, siblings of parents, descendants and spouses of stepchildren, spouses,

siblings and siblings of spouses, spouses, siblings of spouses, spouses of other descendants;

Group lll: other buyers.

An important rule must be applied to these free amounts. If the same donor has given the same
person many times, then by counting the free amount the recipient is obliged to add the value of all
donations from the same donor, which he received in the period of 5 years preceding the year in

which the last donation took place.

Persons accepting donations from strangers (tax group Ill) during online collections will not have
to pay tax on these donations if none of the donors has paid (once or multiple times in the 5 years

preceding the last donation) more than PLN 4,902.

If this limit is exceeded, you will have to pay tax pursuant to Article 15 paragraph 1 of the above
inheritance and gift tax act. This tax is calculated on the surplus over the tax base (here: the value
of the donation) over the tax-free amount. The tax is calculated depending on the value of the

donation received, according to the table specified in this provision.
For buyers from the tax group Ill, the tax rate is:
e 12% for donations up to 10,278 zt,

e 1,233.40 zt and 16% on the surplus over 10,278 zt for donations in the range from 10,278 zt
to 20,556 zt,

e 2,877.90 and 20% on the surplus over 20,556 zt for donations exceeding 20,556 zt.
Source: https://ksiegowosc.infor.pl/

When are we entitled to deduct paid donations?

In accordance with Article 26 paragraph 1 point 9 of the personal income tax act, it is possible to
deduct from the income in a tax year the value of donations transferred up to a maximum of 6% of

the income.

For which entities is the donation deductible?
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In accordance with Article 26 section 1 point 9 of the personal income tax act and pursuant to
Article 3 paragraphs 2 and 3 of the act on public benefit and volunteer work, donations made to
non-governmental organizations are deducted from income in an amount not exceeding 6% of its

amount, including:

e that are not units of the public finance sector, research institutes, banks and commercial

law companies that are state or local legal persons,
e not operating for profit,

e legal persons or organizational units without legal personality status whom a separate law

confers legal capacity, including foundations and associations,

e legal persons and organizational units operating on the basis of provisions on the State's
relations with the Catholic Church in the Republic of Poland, about the State's relations
with other churches and religious associations, and about guarantees of freedom of
conscience and religion, if their statutory objectives include conducting public benefit

activities,
e associations of local government units,
e social cooperatives,

e joint-stock companies and limited liability companies as well as sports clubs that do not
operate to make a profit and allocate all income to achieve statutory objectives and do not

allocate profit for distribution to their shareholders, shareholders and employees.

Donations given only for certain purposes allow the taxpayer to deduct them from income.
The deduction from income in an amount not exceeding 6% of its amount are donations made:
e for religious purposes,

e blood donation carried out by honorary blood donors under the act on public blood service,
in the amount of the product of the amount of compensation set out in the provisions
issued under Article 11 paragraph 2 of this act and litres of donated blood or equivalent

amount of its components calculated in accordance with Article 8 of this act,
e for public benefit purposes including:
e social assistance, family support and foster care system,

e providing free legal assistance,

Page 14



mierreg N
CENTRAL EUROPE e
INNO-WISEs

e activities for the integration and reintegration of people at risk of social exclusion,
e charity activities,

e maintaining and disseminating the national tradition,

e activities for national and ethnic minorities and the regional language,

e activities for the integration of foreigners,

¢ health protection and promotion, including health care activities,

e activities for the benefit of the disabled,

e employment promotion and professional activation of the unemployed and those at risk of

dismissal,
e activities for equal rights between men and women,
e activities for people in retirement age,
e activities supporting economic development, including entrepreneurship development,
e activities supporting the development of technology, inventiveness and innovation,
e activities supporting the development of local communities and communities,
e science, higher education, education, and upbringing,
e activities for children and youth, including leisure for children and youth,
e culture, art, protection of cultural assets and national heritage,
e supporting and popularising physical culture,
e ecology and animal protection, as well as the protection of the natural heritage,
e tourism and sightseeing,
e public order and security,
e state defence and the activities of the Armed Forces of the Republic of Poland,

e dissemination and protection of human freedoms and rights as well as civil liberties, as well

as activities supporting the development of democracy,
e providing free civic counselling,

e rescue and civil protection,
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e help for victims of disasters, natural disasters, armed conflicts and wars in the country and

abroad,
e dissemination and protection of consumer rights,

e activities for European integration and developing contacts and cooperation between

societies,
e promotion and organization of volunteering,
e helping Poles abroad,
e activities for veterans and repressed people,
e activities for veterans and injured veterans,
e promotion of the Republic of Poland abroad,

e activities for the family, motherhood, parenthood, promotion and protection of children’s

rights,
e preventing addictions and social pathologies,

e revitalization.

Donations for church charity and care activities are deducted in 100% from income.

The taxpayer can deduct from the income donations made to church charity and care

activities, which can be deducted in full, up to 100% of the achieved income.

Documentation necessary to confirm the donation

The following is the necessary documentation that allows the deduction of a donation jest:

e having a proof of payment to the beneficiary's payment account in the event of a transfer

of funds,
e having a receipt of donation issued by the recipient,
e having a proof of expenditure incurred for the purchase of the subject of donation

e in the case of blood donors, having a certificate of an organizational unit performing tasks
in the field of blood donation
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e receiving a report on the donation intended for church charity and care, which the

recipient must give to the donor within two years of receiving the donation.

Deduction of donations in the annual tax return

Deductions of donations made should be made in the PIT-37 and PIT-36 statements by adding the
PIT-O attachment to include all deductions and tax credits. On the other hand, taxpayers
benefiting from taxation of their income with a flat tax can only deduct 100% donations from

income that are made for charity and care purposes.

Source: https://poradnikprzedsiebiorcy.pl
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