Grinslade v. Commissioner, 57 T. C. 728 (1972)

A transfer of property to a charitable organization is not deductible as a charitable
contribution if it is made with the expectation of receiving financial benefits
commensurate with the value of the property transferred.

Summary

In Grinslade v. Commissioner, the Tax Court examined whether the conveyance of
land to the Mass Transportation Authority of Greater Indianapolis by the Grinslades
qualified as a charitable contribution under section 170 of the Internal Revenue
Code. The court found that the transfer was part of a larger transaction that
included receiving financial benefits such as cash, vacation of a street, and a zoning
variance, which negated any charitable intent. The court held that the conveyance
was not a gift but a quid pro quo exchange, and thus not deductible. This case
underscores the importance of the donor’s intent and the nature of the transaction
in determining the validity of a charitable contribution deduction.

Facts

The Grinslades owned 1. 195 acres of land in Indianapolis, which they sought to
develop into a service station site. The Mass Transportation Authority (M. T. A.)
needed part of this land to widen an intersection. After negotiations, the Grinslades
agreed to convey 0. 823 acres to M. T. A. , receiving in return $10,000, the vacation
of part of 38th Street North Drive, dismissal of condemnation suits, and a zoning
variance necessary for their service station development. They claimed a charitable
contribution deduction for the conveyance of 0. 428 acres of the land, asserting it
was a gift. However, the transaction was conditioned on receiving these financial
benefits.

Procedural History

The Grinslades filed for a charitable contribution deduction on their 1969 tax
returns. The Commissioner of Internal Revenue disallowed the deduction, leading to
a trial before the Tax Court. The court consolidated the cases of Charles O.
Grinslade and Thomas E. and Cora U. Grinslade, focusing on whether the
conveyance to M. T. A. qualified as a charitable contribution under section 170 of
the Internal Revenue Code.

Issue(s)

1. Whether the conveyance of 0. 428 acres to the M. T. A. constituted a charitable
contribution under section 170 of the Internal Revenue Code?

Holding

1. No, because the conveyance was part of a larger transaction where the Grinslades
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expected and received financial benefits commensurate with the value of the
property transferred, negating any charitable intent.

Court’s Reasoning

The court determined that the conveyance was not a separate gift but part of a
comprehensive deal involving multiple benefits to the Grinslades. The court relied
on precedents like Stubbs v. United States and Larry G. Sutton, which established
that a transfer motivated by the expectation of direct economic benefits does not
qualify as a charitable contribution. The court noted that the Grinslades’ primary
purpose was to develop their service station site, and the zoning variance they
received was crucial for this development. The court emphasized that the
transaction was a quid pro quo, with the Grinslades receiving substantial economic
benefits, which contradicted any claim of a charitable gift. The court quoted from
Sutton, stating, “the conveyance was made ‘in the expectation of the receipt of
specific direct economic benefits in the form of additional utility and value which
may be realized through the commercial development of the remainder of the land.

o

Practical Implications

This decision highlights the importance of examining the totality of a transaction
when assessing the validity of a charitable contribution deduction. Attorneys
advising clients on such deductions must ensure that any conveyance to a charitable
organization is made without expectation of commensurate financial return. The
case impacts how similar transactions are analyzed, emphasizing the need to
separate genuine charitable intent from transactions driven by economic gain.
Businesses and individuals planning to donate property should carefully structure
their transactions to avoid similar pitfalls. Subsequent cases have cited Grinslade to
clarify the boundaries of what constitutes a charitable contribution, influencing legal
practice in tax law regarding deductions for property transfers.
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