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Reg. Section 1.170A-1(h)(4)
Charitable, etc., contributions and gifts; allowance of deduction

(h) Payment in exchange for consideration—
(1) Burden on taxpayer to show that all or part of payment is a charitable contribution
or gift. No part of a payment that a taxpayer makes to or for the use of an
organization described in section 170(c) that is in consideration for (as defined in
§ 1.170A-13(f)(6)) goods or services (as defined in § 1.170A-13(f)(5)) is a
contribution or gift within the meaning of section 170(c) unless the taxpayer—
(i) Intends to make a payment in an amount that exceeds the fair market value
of the goods or services; and
(ii) Makes a payment in an amount that exceeds the fair market value of the
goods or services.
(2) Limitation on amount deductible—
(i) In general. The charitable contribution deduction under section 170(a) for
a payment a taxpayer makes partly in consideration for goods or services
may not exceed the excess of—
(A) The amount of any cash paid and the fair market value of any
property (other than cash) transferred by the taxpayer to an
organization described in section 170(c); over
(B) The fair market value of the goods or services the organization
provides in return.
(ii) Special rules. For special limits on the deduction for charitable
contributions of ordinary income and capital gain property, see section
170(e) and §§ 1.170A-4 and 1.170A-4A.
(3) Certain goods or services disregarded. For purposes of section 170(a) and
paragraphs (h)(1) and (h)(2) of this section, goods or services described in §
1.170A-13(f)(8)(i) or § 1.170A-13(f)(9)(i) are disregarded.
(4) Donee estimates of the value of goods or services may be treated as fair market
value—

(i) In general. For purposes of section 170(a), a taxpayer may rely on either a
contemporaneous written acknowledgment provided under section
170(f)(8) and § 1.170A-13(f) or a written disclosure statement provided
under section 6115 for the fair market value of any goods or services
provided to the taxpayer by the donee organization.
(ii) Exception. A taxpayer may not treat an estimate of the value of goods or
services as their fair market value if the taxpayer knows, or has reason to
know, that such treatment is unreasonable. For example, if a taxpayer
knows, or has reason to know, that there is an error in an estimate
provided by an organization described in section 170(c) pertaining to
goods or services that have a readily ascertainable value, it is unreasonable
for the taxpayer to treat the estimate as the fair market value of the goods
or services. Similarly, if a taxpayer is a dealer in the type of goods or
services provided in consideration for the taxpayer's payment and knows,
or has reason to know, that the estimate is in error, it is unreasonable for
the taxpayer to treat the estimate as the fair market value of the goods or
services.
(5) Examples. The following examples illustrate the rules of this paragraph (h).
Example 1. Certain goods or services disregarded. Taxpayer makes a $50
payment to Charity B, an organization described in section 170(c), in exchange
for a family membership. The family membership entitles Taxpayer and members
of Taxpayer's family to certain benefits. These benefits include free admission to
weekly poetry readings, discounts on merchandise sold by B in its gift shop or by
mail order, and invitations to special events for members only, such as lectures or
informal receptions. When B first offers its membership package for the year, B
reasonably projects that each special event for members will have a cost to B,
excluding any allocable overhead, of $5 or less per person attending the event.
Because the family membership benefits are disregarded pursuant to § 1.170A13(f)(8)(i), Taxpayer may treat the $50 payment as a contribution or gift within
the meaning of section 170(c), regardless of Taxpayer's intent and whether or not
the payment exceeds the fair market value of the goods or services. Furthermore,
any charitable contribution deduction available to Taxpayer may be calculated
without regard to the membership benefits.
Example 2. Treatment of good faith estimate at auction as the fair market value.
Taxpayer attends an auction held by Charity C, an organization described in
section 170(c). Prior to the auction, C publishes a catalog that meets the
requirements for a written disclosure statement under section 6115(a) (including
C 's good faith estimate of the value of items that will be available for bidding). A
representative of C gives a copy of the catalog to each individual (including
Taxpayer) who attends the auction. Taxpayer notes that in the catalog C 's
estimate of the value of a vase is $100. Taxpayer has no reason to doubt the
accuracy of this estimate. Taxpayer successfully bids and pays $500 for the vase.
Because Taxpayer knew, prior to making her payment, that the estimate in the
catalog was less than the amount of her payment, Taxpayer satisfies the
requirement of paragraph (h)(1)(i) of this section. Because Taxpayer makes a

payment in an amount that exceeds that estimate, Taxpayer satisfies the
requirements of paragraph (h)(1)(ii) of this section. Taxpayer may treat C 's
estimate of the value of the vase as its fair market value in determining the
amount of her charitable contribution deduction.
Example 3. Good faith estimate not in error. Taxpayer makes a $200 payment to
Charity D, an organization described in section 170(c). In return for Taxpayer's
payment, D gives Taxpayer a book that Taxpayer could buy at retail prices
typically ranging from $18 to $25. D provides Taxpayer with a good faith
estimate, in a written disclosure statement under section 6115(a), of $20 for the
value of the book. Because the estimate is within the range of typical retail prices
for the book, the estimate contained in the written disclosure statement is not in
error. Although Taxpayer knows that the book is sold for as much as $25,
Taxpayer may treat the estimate of $20 as the fair market value of the book in
determining the amount of his charitable contribution deduction.

