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8 T.C. 822 (1947)

Section 1000(d)  of  the Internal  Revenue Code validly  taxes  gifts  of  community
property as gifts of the husband, even if  the wife has a vested interest,  as the
husband has exclusive control and disposition of the property under Texas law.

Summary

Charles Francis, a Texas resident, gifted community property (U.S. bonds) to his
children with his wife’s consent. The Commissioner of Internal Revenue assessed a
gift tax deficiency against Francis, arguing that the entire value of the gifts was
taxable  to  him  under  Section  1000(d)  of  the  Internal  Revenue  Code.  Francis
challenged  the  constitutionality  of  this  section,  arguing  it  violated  the  Fifth
Amendment’s due process clause and the Constitution’s uniformity clause. The Tax
Court upheld the Commissioner’s assessment, finding the statute constitutional and
applicable.

Facts

Charles Francis, residing in Texas with his wife, made two gifts of U.S. Government
bonds to his grandson and daughter in 1943. These bonds constituted community
property under Texas law, with each spouse owning a one-half interest. The wife
consented to both gifts. The funds used to purchase the bonds were not derived
from the wife’s separate property or earnings. Francis reported only his one-half
community interest in the gifts on his gift tax return.

Procedural History

The Commissioner of  Internal  Revenue determined a gift  tax deficiency against
Francis, including the full value of the community property gifts in his taxable gifts
for  1943.  Francis  petitioned  the  Tax  Court,  contesting  the  deficiency  and
challenging the constitutionality of Section 1000(d) of the Internal Revenue Code.

Issue(s)

Whether Section 1000(d) of the Internal Revenue Code violates the Due1.
Process Clause of the Fifth Amendment by taxing the husband on the entire
value of gifts of community property.
Whether Section 1000(d) violates the uniformity clause of Article I, Section 8 of2.
the Constitution.
Whether the gift tax can be levied on the gift of the wife’s one-half of the3.
community property, given the husband’s power of disposition.

Holding

No, because the husband has exclusive control and disposition of community1.
property under Texas law, making the exercise of that power a proper subject
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of an excise tax.
No, because the uniformity clause requires geographical uniformity in the2.
application of the excise, and Section 1000(d) applies uniformly to community
property interests.
Yes, because the husband’s power of disposition extends to the entire3.
community property, and the exercise of that power warrants an excise tax
measured by the entire value of the property transferred.

Court’s Reasoning

The Tax Court reasoned that Section 1000(d) was enacted to address an unequal tax
burden between community property and non-community property states. Under
Texas law, the husband has the exclusive management, control, and disposition of
community property. Even though the wife has a


