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10 T.C. 1258 (1948)

A timely and irrevocable disclaimer by a beneficiary of their interest in a trust, even
if they initially served as a trustee, is effective for estate tax charitable deduction
purposes  under  Internal  Revenue  Code  Section  812(d)  if  it  ensures  the  trust
property will be used for charitable purposes.

Summary

The Tax Court addressed whether a charitable deduction was permissible for estate
tax purposes when a beneficiary disclaimed her interest in a trust. Ida F. Doane
created a trust, naming her sister, Marguerite, as a beneficiary. Ida expressed the
intention  that  the  trust  assets  ultimately  be  used  for  charitable  purposes.
Marguerite,  also  a  trustee,  later  executed  a  formal  disclaimer  renouncing  her
interest. The court held that Marguerite’s timely disclaimer was effective, entitling
the estate to a charitable deduction, notwithstanding her prior role as trustee.

Facts

Ida F. Doane created a trust in 1917, retaining a life estate and naming her sister,
Marguerite T. Doane, as a beneficiary of the remainder. Ida expressed her wish that
the trust assets would eventually go to charity and included precatory language in
her will. Marguerite indicated she understood Ida’s intentions and would carry them
out.  Marguerite  served as a  trustee of  the trust.  After  Ida’s  death,  Marguerite
executed a formal disclaimer of any interest in the trust, intending to ensure that the
trust assets would be used for charitable purposes.

Procedural History

The Commissioner of Internal Revenue determined a deficiency in Ida F. Doane’s
estate  tax,  disallowing  a  charitable  deduction  for  the  trust  assets.  The  estate
petitioned the Tax Court for a redetermination of the deficiency. The Tax Court
reviewed the case to determine if Marguerite’s disclaimer was effective and if the
estate was entitled to a charitable deduction.

Issue(s)

Whether  Marguerite’s  disclaimer  of  her  interest  in  the  trust  was  effective  for
purposes of Internal Revenue Code Section 812(d), allowing the estate to take a
charitable deduction, given that she had served as a trustee of the trust.

Holding

Yes, because Marguerite’s role as trustee did not constitute acceptance of benefits
under the trust inconsistent with a later disclaimer when the disclaimer assured the
trust property would be used for charitable purposes, fulfilling the decedent’s intent.
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Court’s Reasoning

The  court  reasoned  that  Marguerite’s  actions  as  trustee  were  consistent  with
facilitating  the  ultimate  charitable  disposition  of  the  trust  property.  The  court
distinguished this situation from cases where a beneficiary accepts personal benefits
from a trust before attempting to disclaim their interest. Citing to the legislative
history, the Court noted that “a deduction should be allowed in the full amount
passing for charitable and related purposes if the disclaimer of the power or of the
specific bequest or devise is prompt.” The court emphasized that the disclaimer
eliminated any ambiguity regarding the charitable use of the trust property and
fulfilled the requirements for a charitable deduction under estate tax provisions. The
court  found  no  inconsistency  in  undertaking  the  task  of  assuring  an  ultimate
charitable disposition of trust property and at the same time renouncing all personal
advantage.

Practical Implications

This case clarifies that a beneficiary can serve as a trustee and still  effectively
disclaim their interest to allow a charitable deduction, provided the disclaimer is
timely, irrevocable, and ensures that the trust assets will be used for charitable
purposes. This ruling is significant for estate planning, as it provides flexibility for
individuals who wish to involve family members in managing a trust while still
ensuring that the assets will ultimately be used for charitable giving. The *Doane*
case emphasizes the importance of consistent actions, where the disclaimer aligns
with the decedent’s charitable intentions and the beneficiary’s conduct, reinforcing
the effectiveness of the disclaimer for tax purposes. Later cases distinguish *Doane*
where the disclaiming party had already accepted significant benefits from the trust.


