Estate of Abruzzino v. Commissioner, 61 T. C. 306 (1973)

A joint will’s provisions can create a contractual obligation, resulting in terminable
interests that do not qualify for the marital deduction under IRC § 2056(b)(1).

Summary

Robert Abruzzino’s estate sought a marital deduction for the value of certain stock
and real estate bequeathed to his wife, Barbara, under their joint will. The will
contained provisions that bound Barbara to retain the stock and real estate during
her life and pass them to their son upon her death. The Tax Court, applying West
Virginia law, held that these provisions created a contractual obligation, resulting in
terminable interests that did not qualify for the marital deduction. The court’s
reasoning emphasized the contractual nature of the joint will and distinguished prior
cases involving less restrictive language.

Facts

Robert Abruzzino died testate in 1967, leaving a joint will executed with his wife,
Barbara, in 1963. The will provided that if Robert predeceased Barbara, she would
receive the residue of his estate, including stock in Community Super Markets, Inc. ,
and real estate. However, the will also stipulated that Barbara was not to dispose of
these assets during her lifetime and must bequeath them to their son upon her
death. The Commissioner of Internal Revenue denied the estate’s claim for a marital
deduction on these assets, arguing that Barbara’s interests were terminable.

Procedural History

The executor of Robert Abruzzino’s estate filed a petition with the U. S. Tax Court
challenging the Commissioner’s determination of a $28,796. 12 deficiency in federal
estate tax and a $1,439. 80 addition to the tax. The case was fully stipulated under
Rule 30 of the Tax Court Rules of Practice, with the sole issue being the estate’s
entitlement to a marital deduction for the value of the stock and real estate.

Issue(s)

1. Whether Barbara Abruzzino’s interests in the stock and real estate, as specified in
the joint will, qualify for the marital deduction under IRC § 2056(b)(1)?

Holding

1. No, because the joint will’s provisions created a contractual obligation for
Barbara to retain the stock and real estate during her life and pass them to her son
upon her death, making her interests terminable and thus not qualifying for the
marital deduction.

Court’s Reasoning
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The court applied West Virginia law to determine the nature of Barbara’s interests,
relying on the principle that a joint will may represent a contract enforceable in
equity. The court found that the reciprocal provisions in the joint will constituted
prima facie evidence of a contractual relationship between Robert and Barbara. The
will’s language, particularly in Article Fourth, clearly indicated Barbara’s agreement
not to dispose of the stock and real estate except as provided in the will. The court
distinguished prior cases like Moore v. Holbrook and Wooddell v. Frye, noting that
those involved less restrictive language and no contractual agreement. The court
also rejected the estate’s argument that Estate of James Mead Vermilya should
apply, as that case involved a general promise to leave property without specific
restrictions. The court concluded that Barbara’s interests were terminable and did
not qualify for the marital deduction under IRC § 2056(b)(1), following its prior
decision in Estate of Edward N. Opal.

Practical Implications

This decision underscores the importance of carefully drafting joint wills to avoid
unintended tax consequences. Practitioners should be aware that provisions in a
joint will that restrict a surviving spouse’s ability to dispose of certain assets during
their lifetime may result in those interests being classified as terminable, thereby
disqualifying them from the marital deduction. This case has been cited in
subsequent decisions, such as Estate of Saul Krampf, to support the principle that
contractual obligations in a joint will can create terminable interests. Estate
planners must consider the potential impact of state law on the interpretation of will
provisions and advise clients accordingly to minimize estate tax liability.
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