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7 T.C. 1245 (1946)

The intent of the donor at the time of the gift determines whether a gift to a minor
child is an outright gift or a transfer in trust for federal income tax purposes.

Summary

This case addresses whether gifts of cash and securities to minor children by their
grandfathers constituted outright gifts or created trusts, impacting the children’s or
the trusts’ tax liabilities. The Tax Court held that the gifts were outright, finding no
intent by the grandfathers to establish formal trusts.  The court emphasized the
donor’s intent, the lack of restrictions on the use of the gifts, and the parents’ role in
managing the assets for the children’s benefit, rather than as formal trustees. The
decision impacts how such gifts are treated for tax purposes, distinguishing between
simple custodianship and formal trust arrangements.

Facts

C.W. Stimson, the maternal grandfather, made gifts of cash and securities to his
three granddaughters from birth through 1941. Initially, securities were issued in
the children’s names. Later, some securities were issued in the names of “Harold A.
Miller and/or Jane S. Miller, Trustees” and, subsequently, as “Harold A. Miller and
Jane  S.  Miller  as  tenants  in  common.”  Stimson  wrote  letters  stating  the  gifts
belonged to the grandchildren, authorizing the parents to manage and reinvest the
assets, and specifying that the assets should be transferred to the children at age
21. E.C. Miller, the paternal grandfather, also made small cash gifts to the children,
deposited by their mother in savings accounts in her name as “trustee.” The parents
wished to avoid formal legal guardianships.

Procedural History

The Commissioner of Internal Revenue assessed income tax deficiencies against
what were determined to be trusts established for the benefit of the Miller children.
The Millers, as parents and alleged trustees, filed petitions with the Tax Court,
contesting the deficiencies and arguing the income was taxable to the children
directly. The cases were consolidated for hearing and disposition.

Issue(s)

Whether gifts of cash and securities to minor children by their grandfathers created
express trusts for federal income tax purposes, or whether the gifts were outright
gifts to the children, with the income taxable directly to them.

Holding

No, because the grandfathers did not intend to create trusts;  the parents were
merely managing the property for the benefit of their minor children, and the use of



© 2025 SCOTUSreports.com. All rights reserved. | 2

terms like “trustee” was simply for designation,  not  to establish a formal trust
arrangement.

Court’s Reasoning

The court emphasized the donor’s (C.W. Stimson’s) intent, stating he “did not intend
to create a trust.” The court noted that Stimson made outright gifts initially, only
later  using the  “trustee”  designation at  the  parents’  request  for  administrative
convenience.  The  court  distinguished  between  express  trusts  (governed  by  the
statute)  and constructive  trusts.  The court  noted that  “Express  trusts,  and not
constructive trusts, are the ones to which the statute is applicable.” It found no
binding  legal  obligations  imposed  on  the  parents,  only  “suggestions…as  to  the
handling of the property were only precatory in nature.” The court concluded that
the parents managed the property as a practical matter for their minor children,
without the formalities or legal obligations of a trust. The dissenting judge argued
that Stimson’s letter created an express trust as a matter of law.

Practical Implications

This case clarifies that merely using the term “trustee” or registering assets in a
similar form does not automatically create a taxable trust. The key factor is the
donor’s intent and whether the arrangement imposes legally binding obligations
characteristic of a trust. Attorneys advising clients on gifting strategies to minors
should carefully document the donor’s intent to avoid unintended tax consequences.
This case highlights the importance of considering the substance of the arrangement
over its form. Later cases may cite this ruling when determining whether a fiduciary
relationship rises to the level of a formal trust for tax purposes.


