Tate v. Commissioner, 58 T. C. 551 (1972)

Expenses incurred for a trip with both charitable and personal benefits are not
deductible as charitable contributions if the personal benefits are substantial.

Summary

In Tate v. Commissioner, the Tax Court ruled that expenses related to a teenager’s
trip to Europe, which included a work project at a charitable school, were not
deductible as charitable contributions. The trip was primarily a vacation and cultural
experience, with the charitable work being incidental. The court found that the
primary beneficiaries were the participants, not the charitable organization, thus
disallowing the deduction under section 170 of the Internal Revenue Code for
unreimbursed expenditures incident to the rendition of services.

Facts

Grey B. Tate sought to deduct expenses incurred for her son’s trip to Europe,
organized by Third Presbyterian Church. The trip included a three-week work
project at the American Farm School in Greece, but also involved extensive
sightseeing and cultural experiences. The total cost of the trip was $1,382. 98 per
teenager, with Tate claiming a deduction for $810. 98, excluding sightseeing
expenses. The trip was primarily advertised as a cultural and vacation experience,
with the work component being a minor aspect.

Procedural History

The Commissioner of Internal Revenue determined a deficiency in Tate’s federal
income tax for 1967. Tate filed a petition with the Tax Court, which reviewed the
case and ultimately decided in favor of the Commissioner, denying the charitable
contribution deduction.

Issue(s)

1. Whether expenses incurred for a trip that included both charitable work and
personal benefits are deductible under section 170 of the Internal Revenue Code as
“unreimbursed expenditures made incident to the rendition of services” to a
charitable organization?

Holding

1. No, because the expenses were primarily for a vacation and cultural trip, with the
charitable work being incidental and the primary beneficiaries being the
participants rather than the charitable organization.

Court’s Reasoning
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The court applied section 170 and the related regulation section 1. 170-2(a)(2),
which allows deductions for unreimbursed expenditures incident to the rendition of
services to a charitable organization. However, the court emphasized that expenses
with a dual character, benefiting both the charity and the taxpayer, are not
deductible if the personal benefit is substantial. The court found that the trip was
advertised and structured primarily as a vacation, with the work at the American
Farm School being a minor component. The selection process for the trip focused on
the participants’ ability to contribute to the church community post-trip, rather than
their capacity for farm work. The court concluded that the primary purpose of the
trip was not to benefit the school but to provide a vacation and cultural experience
for the teenagers, thus disallowing the deduction.

Practical Implications

This decision clarifies that expenses for trips or activities with dual charitable and
personal benefits are not deductible if the personal benefits are substantial. Legal
practitioners should advise clients that expenses for trips marketed as vacations or
cultural experiences, even if they include charitable work, are unlikely to qualify for
charitable contribution deductions. This ruling impacts how charitable organizations
structure and advertise trips to ensure compliance with tax laws. It also affects
taxpayers planning to claim deductions for expenses related to trips with mixed
purposes, requiring them to assess the primary purpose and beneficiaries of the
expenditure.
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