Estate of Florence H. Lawler, Deceased, J. Edward Lawler, Coexecutor,
Petitioner v. Commissioner of Internal Revenue, Respondent, 52 T. C. 268
(1969)

A bequest to a bishop for diocesan purposes may be valid under Virginia law if it
falls under a statute allowing ecclesiastical officers to hold property, even if it
exceeds limitations applicable to local congregations.

Summary

Florence H. Lawler bequeathed a significant portion of her estate to a trust
designated for missionary work within the Roman Catholic Diocese of Richmond.
The Commissioner of Internal Revenue challenged the estate’s claim for a charitable
deduction, arguing the bequest was invalid under Virginia law. The Tax Court held
that while the bequest did not qualify as a charitable gift under one Virginia statute
due to its religious nature, it was valid under another statute allowing ecclesiastical
officers like the bishop to hold property for diocesan purposes without the
personalty limitations applicable to local congregations. This ruling allowed the
estate to claim the charitable deduction, impacting how similar bequests are
analyzed for tax purposes.

Facts

Florence H. Lawler created a trust and bequeathed her estate, including Union Life
Insurance Co. stock, to be divided into three funds upon her death. Fund C was
designated for the Bishop of the Roman Catholic Diocese of Richmond for missionary
purposes. The estate claimed a charitable deduction for Fund C on the federal estate
tax return. The Commissioner disallowed the deduction, asserting the bequest was
invalid under Virginia law due to its religious nature and the limitations on personal
property holdings by religious organizations.

Procedural History

The estate filed a federal estate tax return claiming a charitable deduction for Fund
C. The Commissioner issued a notice of deficiency, disallowing the deduction. The
estate petitioned the U. S. Tax Court, which severed the issue of the charitable
deduction from other valuation issues. The Tax Court heard arguments on whether
Fund C constituted a valid charitable bequest under Virginia law.

Issue(s)

1. Whether the gift of Fund C constitutes a valid charitable bequest under Virginia
Code section 55-26.

2. Whether the gift of Fund C is valid under Virginia Code section 57-16, allowing
ecclesiastical officers to hold property for diocesan purposes without the limitations
applicable to local congregations.
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Holding

1. No, because the bequest for missionary work is religious in nature and does not
fall under Virginia Code section 55-26, which is limited to charitable trusts for
literary and educational purposes.

2. Yes, because Virginia Code section 57-16 validates the gift to the bishop for
diocesan purposes without the personalty limitations applicable to local
congregations under section 57-12.

Court’s Reasoning

The court analyzed Virginia law, distinguishing between statutes governing
charitable and religious bequests. It found that section 55-26, which validates
charitable bequests, did not apply to Fund C due to its religious purpose. However,
section 57-16, enacted to accommodate denominations with centralized
ecclesiastical structures, allowed the bishop to hold property for diocesan purposes.
The court rejected the Commissioner’s argument that section 57-12’s $2 million
limitation on personalty for local congregations should apply to diocesan bequests
under section 57-16, as it would unfairly disadvantage centralized denominations.
The court cited Virginia case law and the statutory language to support its
conclusion that the bishop could hold unlimited personalty for the diocese. The court
also noted that a state trial court’s approval of a compromise settlement did not bind
it, as the decision was not based on a trial on the merits.

Practical Implications

This decision clarifies that bequests to ecclesiastical officers for diocesan purposes
may be valid under Virginia law, even if they exceed limitations applicable to local
congregations. Attorneys should carefully analyze the applicable state statutes when
structuring charitable bequests to religious organizations, considering the
distinction between local and diocesan purposes. The ruling may encourage similar
bequests in states with comparable statutory frameworks, potentially increasing
charitable giving to religious organizations. Subsequent cases have applied this
ruling to validate bequests to dioceses, while distinguishing it in cases involving
bequests to local congregations subject to statutory limitations.
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