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Estate of Hoskins v. Commissioner, 71 T. C. 387 (1978)

A charitable deduction under section 2055(a) for a remainder interest in a trust is
not allowable if the trust does not meet the requirements of section 2055(e)(2)(A).

Summary

In Estate of Hoskins, the Tax Court ruled that a charitable deduction claimed by the
estate for a remainder interest in a marital trust was not allowable under section
2055(a) because the trust failed to meet the requirements of section 2055(e)(2)(A).
The estate argued that section 2055(b)(2) allowed the deduction, but the court found
that section 2055(e)(2)(A) precluded it, as the trust did not qualify as an annuity
trust, unitrust, or pooled income fund. The decision emphasizes the interdependent
nature of the subsections of section 2055, highlighting that section 2055(b)(2) does
not operate independently of other subsections, including the restrictive provisions
of section 2055(e)(2)(A).

Facts

Edmund S. Hoskins died in 1973, leaving a will that established a marital trust for
his widow, Nellie J. Hoskins. Nellie was to receive the trust’s net income for life,
with  the  remainder  interest  to  be  appointed  to  charity  upon her  death.  Nellie
appointed two-thirds of the remainder to the Convention of the Protestant Episcopal
Church of the Diocese of Maryland. The estate claimed a charitable deduction for
the value of the remainder interest, asserting it qualified under section 2055(b)(2).
However, the trust did not conform to the requirements of section 2055(e)(2)(A) for
charitable remainder trusts.

Procedural History

The estate filed a Federal estate tax return claiming a charitable deduction for the
remainder interest. The IRS determined a deficiency, disallowing the deduction. The
estate petitioned the Tax Court, which heard the case and issued a decision in favor
of the Commissioner, holding that the charitable deduction was not allowable.

Issue(s)

1.  Whether  a  charitable  deduction  is  allowable  under  section  2055(a)  for  a
remainder  interest  in  a  trust  that  does  not  meet  the  requirements  of  section
2055(e)(2)(A), despite meeting the conditions of section 2055(b)(2).

Holding

1.  No,  because  section  2055(e)(2)(A)  disallows  a  charitable  deduction  for  a
remainder interest unless it is in a trust that is an annuity trust, a unitrust, or a
pooled income fund, and the trust in question did not meet these requirements.
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Court’s Reasoning

The court reasoned that section 2055(b)(2) does not operate independently of other
subsections of section 2055. The deduction under section 2055(a) is subject to all
restrictions within section 2055, including section 2055(e)(2)(A). The court noted
that the legislative intent behind section 2055(e)(2)(A) was to prevent estates from
claiming  deductions  for  charitable  remainder  interests  that  might  exceed  the
charity’s ultimate receipt. The court emphasized the plain language of the statute,
which explicitly requires a charitable remainder trust to be in a specific form to
qualify for a deduction. The court also rejected the estate’s argument that section
2055(b)(2)  should be viewed as a separate allowance provision,  stating that all
subsections of section 2055 are interdependent. The court referenced prior cases
but  distinguished them based on the applicability  of  the 1969 Tax Reform Act
amendments, which were in effect for Hoskins’ estate.

Practical Implications

This  decision  clarifies  that  estates  cannot  claim  a  charitable  deduction  for  a
remainder interest in a trust that does not conform to the specific forms required by
section 2055(e)(2)(A), even if other conditions for a deduction are met. Practitioners
must  ensure that  trusts  meet these specific  requirements to claim a charitable
deduction. The ruling impacts estate planning by limiting the types of trusts that can
qualify for such deductions. It also affects how estates and their attorneys should
interpret  the  interdependence  of  statutory  subsections,  requiring  careful
consideration of  all  relevant provisions when planning and claiming deductions.
Subsequent cases have continued to apply this principle, reinforcing the need for
strict compliance with section 2055(e)(2)(A).


