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Estate of Frank v. Commissioner, 1956 WL 614 (T.C. 1956)

A valid inter vivos gift requires not only the intent to donate and execution of a deed
but also actual or constructive delivery to and acceptance by the donee, evidencing
a relinquishment of dominion and control by the donor.

Summary

The Tax Court held that real property deeds executed by the decedent in favor of his
grandchildren were includible in  his  gross estate because the gifts  were never
completed inter vivos. Despite executing and recording the deeds, the decedent
retained  control  and  enjoyment  of  the  properties,  collecting  income,  paying
expenses, and reporting these activities on his tax returns. The grandchildren were
unaware of the deeds. The court found a lack of delivery and acceptance necessary
to complete the gifts, thus the properties remained part of the decedent’s estate at
the time of his death.

Facts

The decedent executed fee simple deeds for nine parcels of real property in favor of
his grandchildren in 1938 and recorded them. The grandchildren were unaware of
these  deeds  at  the  time.  The  decedent  continued  to  collect  income  from  the
properties,  use the income for his own purposes,  report the income on his tax
returns, make repairs to the properties, and take deductions for those repairs and
depreciation. The grandchildren were not informed of the deeds or the alleged gifts
during the decedent’s lifetime.

Procedural History

The  Commissioner  of  Internal  Revenue  determined  that  the  value  of  the  real
properties should be included in the decedent’s gross estate. The estate petitioned
the Tax Court for a redetermination of the deficiency, arguing that the properties
had been transferred via completed gifts inter vivos. The Tax Court reviewed the
evidence and the relevant law to determine whether a completed gift had occurred.

Issue(s)

Whether  the  execution  and  recordation  of  deeds  to  real  property,  without  the
knowledge or acceptance of the donees and with the donor retaining control and
enjoyment of  the property,  constitutes a completed gift  inter vivos sufficient to
remove the property from the donor’s gross estate.

Holding

No, because a completed gift inter vivos requires not only the intent to donate and
the execution of a deed, but also delivery to and acceptance by the donee, coupled
with the relinquishment of dominion and control by the donor, which did not occur
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in this case.

Court’s Reasoning

The court relied on the established requirements for a valid gift inter vivos, citing
Edson v. Lucas, which requires: (1) a competent donor; (2) a clear intention to make
a gift;  (3)  a capable donee;  (4)  a sufficient transfer to vest  legal  title;  and (5)
relinquishment of dominion and control by the donor. The court found that while the
decedent executed deeds, he never relinquished control over the properties, as he
continued to manage them and receive the income. Furthermore, the donees were
unaware of the gifts, meaning there was no acceptance. The court stated, “there can
be no effectual delivery to the donees where the grantor expressly instructs the
recorder to redeliver the deeds to him; and it is a fair assumption here that decedent
in effect  gave such instructions,  for otherwise the donees would have acquired
knowledge of the alleged gifts.” Because the decedent treated the properties as his
own until death, the court concluded the gifts were incomplete, and the properties
were properly included in the gross estate.

Practical Implications

This  case  underscores  the  importance  of  demonstrating  actual  delivery  and
acceptance when attempting to  make a  gift  of  property,  especially  real  estate.
Merely executing a deed and recording it is insufficient if the donor retains control
and the donee is  unaware of  the transfer.  Attorneys advising clients  on estate
planning  should  emphasize  the  need  for  clear  communication  of  the  gift  and
relinquishment of control to ensure that the gift is considered complete for estate
tax purposes. This ruling also highlights that actions speak louder than words. The
decedent’s continued management and use of the property directly contradicted any
intention to relinquish ownership. Later cases applying this principle scrutinize the
donor’s behavior after the purported gift to determine true intent and control.


