Section 170.—Charitable,
etc., Contributions and Gifts

26 CFR 1.170A-1: Charitable, etc., contributions
and gifts; allowance of deduction.

Charitable contributions. This rev-
enue ruling addresses the tax consequences
under section 170 of the Code (regarding
the deduction allowed for contributions and
gifts to charity) of a taxpayer’s transfer of
aused car to the authorized agent of a char-

ity.
Rev. Rul. 2002-67

ISSUES

(1) For purposes of § 170 of the Inter-
nal Revenue Code, may a donor’s trans-
fer of a car to a charity’s authorized agent
be treated as a transfer to the charity?

(2) May the contemporaneous written
acknowledgment required by § 170(f)(8) be
provided to the donor by the charity’s au-
thorized agent?

(3) May adonor use an established used
car pricing guide to determine the value of
a car donated to a charity?

FACTS

Stuation 1. O is a charitable organization
described in § 170(c)(2). O islocated in, and
conducts its activities in, State A.

X is a for-profit entity located and li-
censed to sell carsin State A. Pursuant to
a written agreement, O and X establish an
agency relationship that is valid under the
applicable law of State A. The agreement
provides that X, acting as O’s authorized
agent, will administer a fund-raising pro-
gram for O in exchange for afee. X's ac-
tivities under the agreement are subject to
O’s review and approval.

The agreement provides that X will act
on O's behdf to (1) solicit donations of used
cars, (2) accept, process, and sell the cars,
(3) transfer the proceeds of the sales to O,
less X's feg, and (4) provide each donor
with substantiation of that donor’s contri-
bution, including an acknowledgment that
contains the information required by
8 170(f)(8)(B).

To assist O in furthering its charitable
purposes, B, an individuad who itemizes fed-
eral income tax deductions, transfers a used

car to X as O's authorized agent. B does not
receive anything of value in exchange for
the car. B consults an established used car
pricing guide, which lists $4,500 as the cur-
rent sales price for a car of the same make,
model, and year as B's car and sold in B's
areg, if the car isin excellent condition. The
guide lists $3,000 as the current sales price
for such a car if it is in average condi-
tion. The guide does not provide a sales
price for a car that is in poor condition.

The guide states that a car is in excel-
lent condition if it has no defects; in av-
erage condition if it has some defects, but
is safe to drive; and in poor condition if it
needs substantial mechanical or body re-
pairs, or is unsafe to drive. B's car isin av-
erage condition.

Stuation 2. The facts are the same as in
Stuation 1, except that B's car is in poor
condition.

LAW AND ANALY SIS

Issue (1)

Section 170(a)(1) allows as a deduc-
tion, subject to certain limitations and re-
strictions, any charitable contribution (as
defined in § 170(c)), payment of which is
made within the taxable year. Section 170(c)
defines charitable contribution, in part, as
a contribution to or for the use of an en-
tity described in § 170(c)(2).

It iswell established that a charity may
receive contributions through its autho-
rized agent. See, e.g., § 1.170A—1(b) of the
Income Tax Regulations; Rev. Rul. 85—
184, 1985-2 C.B. 84. Because O and X
have established a valid agency relation-
ship under the law of State A, X has the au-
thority to act on O's behalf according to the
terms of their agency agreement. Thus, for
purposes of § 170, B's transfer of the car
to X as O’s authorized agent is treated as
a transfer to O. The determination of
whether an agency relationship exists is
based upon the requirements of state law.
Not all contractual relationships will re-
sult in an agency relationship under state
law.

Issue (2)

Section 170(f)(8)(A) provides that no de-
duction is allowed under § 170(a) for any
contribution of $250 or more unless the tax-
payer substantiates the contribution by a
contemporaneous written acknowledgment

of the contribution by the donee organiza-
tion that meets the requirements of
§ 170(f)(8)(B).

Because X is authorized by O to act as
O’'s agent in administering O’s fund-raising
program, a written acknowledgment pro-
vided to B by X will satisfy the require-
ment of §170(f)(8)(A) that the
acknowledgment be made by the donee or-
ganization.

Issue (3)

Section 1.170A-1(c)(1) provides that if
a charitable contribution is made in prop-
erty other than money, the amount of the
contribution is the fair market value of the
property at the time of the contribution.

Section 1.170A-1(c)(2) states that fair
market value is the price a which the prop-
erty would change hands between a will-
ing buyer and awilling seller, neither being
under any compulsion to buy or sell, and
both having reasonable knowledge of rel-
evant facts. The quantity in which prop-
erty is donated is a factor in determining
fair market value. See, e.g., Rev. Rul. 80—
233, 1980-2 C.B. 69 (the best evidence of
fair market value of bibles is the price at
which similar quantities of bibles were sold
in arms -length transactions at the time of
the contribution).

The fair market value of a car is the
price at which the car would change hands
between a willing buyer and awilling seller.
There is no single correct way to deter-
mine fair market value of a car; any rea
sonable method may be used.

One method of determining fair mar-
ket value of a single donated car is by ref-
erence to an established used car pricing
guide. However, a used car pricing guide
establishes fair market value only if the
guide lists the sales price for a car that is
the same make, model, and year, sold in the
same areg, and in the same condition, as the
donated car.

Stuation 1. The established used car pric-
ing guide lists $3,000 as the current sales
price for a car that is the same make, modd,
and year as B’s car, sold in the same area,
and in the same condition (i.e., average).
Therefore, the fair market value of B's car,
and the amount treated as a charitable con-
tribution under § 170, is $3,000. B also
could have determined the value of the car
by any other reasonable method.



Stuation 2. The established used car pricMs. Zweibel at (202) 6225020 (not a toll-
ing guide does not list a sales price for dree call).
car of the same make, model, and year as

B's car, sold in the same area, and in the

same conditioni(e., poor). Because the

guide does not provide a value for a car in

poor condition, the guide does not estab-

lish the fair market value d8's car.B must

establish the fair market value of the car us-

ing some other method that is reasonable

under the circumstances.

INFORMATION REPORTING

For information regarding a charityob-
ligation to report amounts paid and re-
ceived in connection with fund-raising
programs, see Instructions for Form 990 and
Announcement 20087, 200239 |.R.B.
624.

HOLDINGS

(1) For purposes 0§ 170, a donais
transfer of a car to a charity authorized
agent may be treated as a transfer to the
charity.

(2) The contemporaneous written ac-
knowledgment required by 170(f)(8) may
be provided to the donor by the chargy
authorized agent.

(3) Adonor may use an established used
car pricing guide to determine the fair mar-
ket value of a single donated car if the guide
lists a sales price for a car that is the same
make, model, and year, sold in the same
area, and in the same condition, as the do-
nated car. However, a donor may not use
an established used car pricing guide to de-
termine the fair market value of a single do-
nated car if the guide does not list a sales
price for a car in the same condition as the
donated car. In such a case, the donor must
use some other method that is reasonable
under the circumstances to determine the
value of the car. See Publication 56De-
termining the Value of Donated Property.”
Taxpayers are reminded that if they claim
a deduction of more that $5,000 for the con-
tribution of a car, they need to obtain a
qualified appraisal.
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The principal author of this revenue rul-
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