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Edwin  Richard  Bell  and  Doris  Valerie  Bell  v.  Commissioner  of  Internal
Revenue, 85 T. C. 436 (1985)

Taxpayers must substantiate charitable contributions with reliable evidence to claim
deductions.

Summary

In Bell v. Commissioner, the taxpayers claimed substantial charitable contribution
deductions for donations to the Universal Life Church, Inc. , but failed to provide
adequate substantiation. The Tax Court disallowed these deductions due to lack of
proof, such as canceled checks or bank statements. Additionally, the court upheld
the IRS’s imposition of negligence penalties and awarded damages under section
6673 for maintaining a frivolous position. This case underscores the necessity of
proper  documentation  to  support  charitable  contribution  claims  and  the
consequences  of  frivolous  tax  litigation.

Facts

Edwin and Doris Bell claimed charitable contribution deductions for 1979 through
1982, asserting donations to the Universal  Life Church, Inc.  (ULC, Inc.  ).  They
received a  charter  from ULC,  Inc.  to  establish  a  local  congregation.  The Bells
claimed deductions totaling $6,027, $25,627, $22,877, and $2,396 for the respective
years. However, they provided no substantiation beyond Edwin Bell’s testimony, and
the court found alleged receipts inadmissible due to lack of reliability. For 1982,
Edwin Bell also claimed unreimbursed business expenses related to his employment
as a union representative.

Procedural History

The  IRS  disallowed  the  Bells’  charitable  contribution  deductions  and  imposed
negligence penalties. The Bells petitioned the Tax Court. The court consolidated two
docket numbers covering the years 1979 through 1982. The court disallowed the
charitable contribution deductions, upheld the negligence penalties, and awarded
damages under section 6673 for the frivolous nature of the Bells’ position.

Issue(s)

1. Whether the Bells were entitled to claimed deductions for charitable contributions
for the years 1979 through 1982.
2. Whether the Bells were entitled to a claimed deduction for employee business
expenses for 1982.
3. Whether the Bells were liable for additions to tax under section 6653(a) for the
years 1979 through 1981.
4. Whether the court should award damages to the United States under section
6673.
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Holding

1. No, because the Bells failed to provide adequate substantiation for the claimed
charitable contributions.
2.  Partially,  because while some business expenses were disallowed for lack of
substantiation, certain expenses were allowed based on a contemporaneous diary.
3. Yes, because the Bells failed to show that the IRS’s determination of negligence
penalties was incorrect.
4. Yes, because the Bells’ position was frivolous and maintained primarily for delay.

Court’s Reasoning

The court  emphasized  the  requirement  for  taxpayers  to  substantiate  charitable
contributions under section 170 of the Internal Revenue Code. The Bells’ lack of
documentation, such as canceled checks or bank statements, led to the disallowance
of  their  deductions.  The  court  also  found  the  alleged  receipts  from ULC,  Inc.
inadmissible as they were not reliable. For business expenses, the court allowed
some deductions  based  on  Edwin  Bell’s  contemporaneous  diary  but  disallowed
others due to insufficient substantiation. The court upheld the negligence penalties
under  section  6653(a),  citing  the  Bells’  failure  to  disclose  the  identity  of  the
charitable organization on their returns and their overall  lack of substantiation.
Finally, the court awarded damages under section 6673, noting the frivolous nature
of the Bells’ claims and their maintenance despite warnings from the IRS. The court
rejected the Bells’  argument that the imposition of damages violated their First
Amendment rights, stating that such rights do not extend to frivolous litigation.

Practical Implications

This  decision  reinforces  the  importance  of  proper  substantiation  for  charitable
contribution deductions. Taxpayers must maintain reliable records, such as canceled
checks or  bank statements,  to  support  their  claims.  The case also serves as  a
warning against pursuing frivolous tax litigation, as the court may impose damages
under  section  6673.  Practitioners  should  advise  clients  on  the  necessity  of
documentation  and  the  potential  consequences  of  unsubstantiated  claims.
Subsequent cases have continued to emphasize the importance of substantiation in
tax deductions,  and this ruling remains relevant in guiding taxpayers and their
advisors on the proper handling of charitable contributions and the risks of frivolous
litigation.


