Estate of Jeanne Lepoutre, Deceased, Raymond Henri Lepouire,
Administrator, Petitioner v. Commissioner of Internal Revenue, Respondent,
62T.C.84; 1974 U. S. Tax Ct. LEXIS 176; 62 T. C. No. 10 (1974)

One-half of the community property acquired under French law is includable in the
gross estate of a deceased spouse who was domiciled in the United States at the
time of death.

Summary

Jeanne Lepoutre and her husband, French citizens, entered into an antenuptial
agreement adopting the French community property system before emigrating to
the U. S. Upon Jeanne’s death in Connecticut, the Commissioner included half of the
community property in her gross estate. The court held that under French law,
Jeanne owned an undivided half-interest in the community property, which was
transferred at her death and thus includable in her estate under U. S. tax law. The
court rejected the argument that the husband’s usufruct should reduce the
includable value, emphasizing that the estate tax is on the transfer of the estate, not
on specific inheritances.

Facts

Jeanne Lepoutre and Raymond Joseph Marie Lepoutre, both French citizens,
married in France in 1936 and entered into an antenuptial agreement adopting the
French community property system. They emigrated to the U. S. in 1946, became
naturalized citizens in 1952, and were domiciled in Connecticut at Jeanne’s death in
1966. The community property, derived from the husband’s earnings and the
community’s income, was worth $719,731. 27 at her death. The Commissioner
determined a deficiency in Jeanne’s estate tax by including half of this community
property in her gross estate.

Procedural History

The Commissioner assessed a deficiency in federal estate tax against Jeanne
Lepoutre’s estate, prompting the estate’s administrator to file a petition with the U.
S. Tax Court. The parties agreed to dispose of some issues, leaving the court to
decide the includability of the community property in Jeanne’s estate and whether
the value of the husband’s usufruct should reduce the includable amount.

Issue(s)

1. Whether one-half of the community property of Jeanne and her husband is
includable in Jeanne’s estate under section 2033 of the Internal Revenue Code?

2. If any portion of the community property is includable, whether the value of the
husband’s usufruct reduces the interest in community property includable in
Jeanne’s estate under section 20337
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Holding

1. Yes, because under French law, Jeanne had an undivided one-half interest in the
community property at the time of her death, which was transferred upon her death.
2. No, because the husband’s usufruct does not reduce the value of Jeanne’s interest
in the community property for estate tax purposes.

Court’s Reasoning

The court applied French law to determine Jeanne’s interest in the community
property, as it was acquired during their French domicile. Under French law, both
spouses were co-owners of an undivided half of the community property, despite the
husband’s management rights. The antenuptial agreement did not alter this
ownership during Jeanne’s life; it only specified the disposition upon death, akin to a
testamentary disposition. The court cited Estate of Paul M. Vandenhoeck, stating
that each spouse’s interest in community property under French law is present and
equal. The court also rejected the petitioner’s argument based on New Mexico
community property law, noting that French law provides the wife with more rights,
including testamentary disposition. For the second issue, the court held that the
husband’s usufruct does not reduce the value of Jeanne’s estate because it is a
transfer at death, similar to statutory interests like dower or courtesy, which are
taxable under U. S. estate tax law.

Practical Implications

This decision clarifies that for U. S. estate tax purposes, community property
acquired under foreign law by a U. S. domiciliary at death must be included in the
gross estate according to the foreign law’s definition of ownership. Attorneys
handling estates of individuals with foreign-acquired property should carefully
analyze the applicable foreign law to determine the decedent’s interest. The ruling
also reinforces that statutory or contractual rights of survivors, like usufruct, do not
reduce the value of the decedent’s estate for tax purposes. This case may affect
estate planning for couples with foreign community property, emphasizing the need
for prenuptial agreements that consider both foreign and U. S. estate tax
implications. Subsequent cases, such as those involving community property from
other countries, may reference this decision when assessing the includability of such
property in U. S. estates.
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