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Glass v. Commissioner, 124 T. C. 265 (U. S. Tax Court 2005)

In  Glass  v.  Commissioner,  the  U.  S.  Tax  Court  ruled  that  contributions  of
conservation  easements  by  Charles  and  Susan  Glass  on  their  Lake  Michigan
property were qualified conservation contributions under Section 170(h)(1) of the
Internal Revenue Code. The court found that the easements protected significant
natural habitats for threatened species like bald eagles and Lake Huron tansy, and
were exclusively  for  conservation purposes.  This  decision underscores the legal
recognition  of  conservation  easements  as  valid  charitable  contributions  for  tax
deduction purposes, highlighting the importance of protecting natural resources and
ecosystems.

Parties

Plaintiffs-Appellants: Charles F. Glass and Susan G. Glass, husband and wife, who
filed  joint  Federal  income  tax  returns  for  the  relevant  years  and  sought  to
redetermine deficiencies assessed by the IRS. Defendant-Appellee: Commissioner of
Internal  Revenue,  who contested the validity  of  the claimed deductions for  the
conservation easements.

Facts

Charles F. Glass and Susan G. Glass purchased a property at 3445 North Lakeshore
Drive, Harbor Springs, Michigan, in 1988 for $283,000. The property, located along
Lake Michigan in Emmet County, included three buildings and approximately 10
acres of land. The Glasses used the property as a vacation home until 1994, when
they made it  their  primary residence.  In  1992 and 1993,  they contributed two
conservation easements (conservation easement 1 and conservation easement 2) to
the Lake Traverse Conservancy (LTC) Trust,  covering portions of the property’s
shoreline  and  bluff.  These  easements  aimed  to  protect  the  natural  habitat  for
species  like  bald  eagles,  piping  plovers,  and  Lake  Huron  tansy,  as  well  as  to
preserve the scenic value of the area. The Glasses claimed deductions for these
contributions on their 1992 and 1993 tax returns, which the IRS contested.

Procedural History

The Glasses petitioned the U. S. Tax Court to redetermine deficiencies of $26,539,
$40,175, $26,193, and $22,771 in their Federal income taxes for 1992, 1993, 1994,
and 1995, respectively, based on the IRS’s disallowance of their claimed deductions
for the conservation easements. The Commissioner argued that the Glasses failed to
prove  the  easements  met  the  statutory  requirements  for  qualified  conservation
contributions.  The  Tax  Court  held  that  the  contributions  were  qualified  under
Section  170(h)(1),  focusing  on  the  conservation  purpose  and  exclusivity  of  the
easements. The issue of the fair market value of the contributions was severed from
the main case and not decided in this opinion.
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Issue(s)

Whether the contributions of the conservation easements by the Glasses to the Lake
Traverse  Conservancy  Trust  in  1992  and  1993  were  qualified  conservation
contributions under Section 170(h)(1) of the Internal Revenue Code?

Rule(s) of Law

Section 170(h)(1) of the Internal Revenue Code allows a deduction for a “qualified
conservation contribution,” which requires the contribution to be (1) a qualified real
property interest, (2) to a qualified organization, and (3) exclusively for conservation
purposes. Section 170(h)(4)(A)(ii) specifies that a conservation purpose includes the
protection of a relatively natural habitat of fish, wildlife, or plants. Section 170(h)(5)
requires that the conservation purpose be protected in perpetuity.

Holding

The Tax Court held that the Glasses’ contributions of the conservation easements
were qualified  conservation contributions  under  Section 170(h)(1)  because they
protected a relatively natural habitat of wildlife and plants and were exclusively for
conservation purposes.

Reasoning

The court reasoned that the conservation easements protected significant natural
habitats for species like bald eagles and Lake Huron tansy, which are considered
threatened and worthy of preservation. Testimony from LTC’s executive director and
the Glasses supported that the easements covered areas that were natural habitats
for these species. The court applied the plain meaning of “habitat” and “community”
as  defined  in  dictionaries  and  regulations  to  determine  that  the  encumbered
shoreline fit the statutory definition of a relatively natural habitat. The court also
found  that  the  contributions  met  the  requirement  of  being  exclusively  for
conservation purposes because LTC, a qualified organization, agreed to enforce the
easements in perpetuity and had the resources to do so. The court considered the
legislative history of  Section 170(h),  noting Congress’s  intent  to  encourage the
preservation of natural resources through such contributions. The court rejected the
Commissioner’s arguments that the Glasses did not prove the conservation purpose
or exclusivity of the easements, finding the evidence presented by the Glasses and
LTC credible and sufficient.

Disposition

The Tax Court ruled in favor of the Glasses, holding that their contributions of the
conservation easements were qualified conservation contributions under Section
170(h)(1). An appropriate order was to be issued.

Significance/Impact
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The decision in Glass v. Commissioner is significant as it affirms the validity of
conservation easements as qualified charitable contributions under the tax code,
particularly when they protect significant natural habitats. It sets a precedent for
the recognition of such contributions for tax deduction purposes, reinforcing the
legal framework for conservation efforts. The case highlights the importance of clear
evidence  and  credible  testimony  in  establishing  the  conservation  purpose  and
exclusivity  of  easements.  Subsequent  cases  and  legislative  proposals  have
referenced  this  decision,  influencing  discussions  on  the  criteria  for  qualified
conservation contributions and potential reforms to Section 170(h).


