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Estate of William E. Robinson, Deceased, Ellan R. Hunter, Formerly Ellan
Reid  Robinson,  and  Marshall  M.  Criser,  Co-Executors,  Petitioners  v.
Commissioner  of  Internal  Revenue,  Respondent,  63  T.  C.  717  (1975)

Life insurance proceeds paid directly to a beneficiary pursuant to a divorce decree
are  deductible  from the  gross  estate  under  Section  2053(a)(4)  of  the  Internal
Revenue Code.

Summary

In Estate of  Robinson v.  Commissioner,  the Tax Court ruled that life insurance
proceeds paid directly to the decedent’s former wife, as mandated by a divorce
decree, were deductible from the decedent’s gross estate under Section 2053(a)(4).
The decedent, William E. Robinson, had agreed to maintain life insurance policies
for his former wife, Marguerite, as part of their divorce settlement. Upon his death,
the policies’ proceeds were paid directly to Marguerite, and the estate sought to
deduct these amounts from the gross estate. The court held that the obligation to
maintain the insurance was an “indebtness in respect of” the property included in
the gross estate, thus allowing the deduction despite the absence of a formal claim
against the estate.

Facts

William E. Robinson and Marguerite Robinson were married in 1929 and separated
in 1950. In 1961, they entered into a property settlement agreement, which was
incorporated into their Nevada divorce decree. Under the agreement, Robinson was
obligated to maintain life insurance policies totaling $35,000 with Marguerite as the
beneficiary. At the time of his death in 1969, Robinson had maintained policies
totaling $30,000. The insurance proceeds were paid directly to Marguerite, and the
estate included these proceeds in the gross estate but claimed a deduction for the
full $35,000 on the estate tax return. The Commissioner challenged the deduction of
the $30,000 paid directly to Marguerite.

Procedural History

The Commissioner determined a deficiency in the estate’s federal estate tax, which
led to a dispute over the deductibility of the life insurance proceeds. The case was
fully stipulated and heard by the United States Tax Court.  The court issued its
opinion on March 24, 1975, allowing the deduction of the insurance proceeds.

Issue(s)

1.  Whether  the  life  insurance  proceeds  paid  directly  to  Marguerite  Robinson
pursuant to a divorce decree are deductible under Section 2053(a)(4) of the Internal
Revenue Code?

Holding
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1.  Yes,  because  the  obligation  to  maintain  the  life  insurance  policies  was  an
“indebtness  in  respect  of”  the  property  included in  the  gross  estate,  and thus
deductible under Section 2053(a)(4), even though no formal claim against the estate
was filed.

Court’s Reasoning

The court reasoned that the obligation to maintain the life insurance policies was an
“indebtness in respect of” the property included in the gross estate, as established
by the divorce decree.  The court  relied  on previous  cases,  including Estate  of
Chester H. Bowers, where similar obligations were deemed deductible. The court
distinguished between Section 2053(a)(3) and (a)(4), noting that the latter allows a
deduction for claims against property included in the gross estate without requiring
a formal claim against the estate. The court rejected the Commissioner’s argument
that the deduction was prohibited by Section 2053(c)(1)(A) because the obligation
was “founded on” the divorce decree rather than the settlement agreement, citing
cases like Harris v. Commissioner and Commissioner v. Maresi. The court concluded
that the insurance proceeds were deductible under Section 2053(a)(4).

Practical Implications

This decision clarifies that life insurance proceeds paid directly to a beneficiary
pursuant to a divorce decree can be deducted from the gross estate under Section
2053(a)(4), even if no formal claim against the estate is filed. This ruling affects
estate  planning  and  tax  strategies,  particularly  in  cases  involving  divorce
settlements with life insurance obligations. Attorneys should consider this decision
when  advising  clients  on  estate  tax  deductions  and  the  structuring  of  divorce
agreements. Subsequent cases, such as Gray v. United States, have applied this
ruling, reinforcing its precedent in estate tax law.


