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Estate of Barry v. Commissioner, 31 T.C. 499 (1958)

A bequest to an individual, even if that individual is a member of a religious order
and legally obligated to transfer the inheritance to the order, does not automatically
qualify for a charitable deduction under section 2055(a)(2) of the Internal Revenue
Code, unless the bequest is directly to or for the use of a religious organization.

Summary

The case concerns whether a bequest to a Roman Catholic priest, who had taken a
vow of poverty and was legally obligated to transfer any inheritance to his religious
order, qualified for a charitable deduction from the estate tax. The Tax Court held
that the bequest did not qualify because it was made to an individual, even if the
individual was bound by his religious vows to give the funds to the religious order.
The court distinguished between bequests made directly to a religious organization
and those made to an individual who then transfers the funds to the organization.
The  court  relied  heavily  on  the  reasoning  of  the  case  Estate  of  Margaret  E.
Callaghan, which involved a similar fact pattern and outcome.

Facts

Charles J. Barry died leaving a will that divided the residue of his estate equally
among his children. One of his sons, Joseph F. Barry, was a Jesuit priest who had
taken a vow of absolute poverty. Under the rules of the Jesuit order, Joseph was
required to transfer any property he received to the Society of Jesus. Charles Barry
knew  of  his  son’s  vows  and  believed  that  any  property  left  to  Joseph  would
ultimately go to the Society of Jesus. After Charles Barry’s death, Joseph transferred
his share of the estate residue to the Society of Jesus.

Procedural History

The executor of Charles Barry’s estate claimed a charitable deduction for the value
of Joseph’s share, arguing that the bequest was effectively for the use of the Society
of Jesus. The Commissioner of Internal Revenue disallowed the deduction, resulting
in a deficiency in the estate tax. The executor then petitioned the Tax Court.

Issue(s)

Whether a bequest to a Roman Catholic priest, who is required by his religious vows
to transfer any inheritance to the religious order, qualifies as a bequest “to or for
the use of” a religious organization under section 2055(a)(2) of the Internal Revenue
Code, and is thus deductible from the gross estate.

Holding

No, because the bequest was made to an individual, not directly to the religious
organization.
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Court’s Reasoning

The court referenced the case of Estate of Margaret E. Callaghan, which addressed
the same issue. The Tax Court held that while the decedent knew Joseph would pass
the  inheritance  to  the  Society  of  Jesus,  the  bequest  was  still  made  to  Joseph
individually. The court stated that the statute requires the bequest to be “to or for
the use of” a religious organization.  The court found that the bequest was not
directly for the use of the Society of Jesus. The court reasoned that allowing the
deduction would be the same as allowing any bequest to an individual who then
chooses to donate it to a charity and the law does not allow for a deduction in that
circumstance.

Practical Implications

This case highlights a crucial  distinction for  estate planning purposes:  a  direct
bequest to a religious organization is deductible, whereas a bequest to an individual,
even if that individual is religiously obligated to transfer the funds to a religious
organization, is generally not. Attorneys must advise clients who wish to support
religious organizations through their estate plans to make the bequests directly to
the organization to qualify for the charitable deduction. This case emphasizes the
importance of  precise drafting in wills  and other estate planning documents to
ensure that charitable intentions are legally effective. The case can be distinguished
when there is evidence that the testator specifically intended the religious order to
receive the funds, and did so by directing the bequest to an agent, or some legal
mechanism, for the order’s benefit.


