Estate of Blackford v. Commissioner, 77 T. C. 1246 (1981)

An estate is entitled to a charitable deduction for the present value of a remainder
interest in a personal residence, even if the executor is directed to sell the residence
and distribute the proceeds to charity.

Summary

In Estate of Blackford v. Commissioner, the decedent’s will granted her surviving
husband a life estate in their personal residence, directing the executor to sell the
property upon his death and distribute the proceeds to four charities. The IRS
denied the estate’s charitable deduction, arguing that the remainder interest did not
qualify because the property was to be sold rather than transferred in kind. The Tax
Court held that the disposition qualified as a remainder interest in a personal
residence under Section 2055(a) of the Internal Revenue Code, as the potential for
abuse was minimal and state law provided adequate protection for the charities’
interests. This decision clarifies that a charitable deduction is available even when a
personal residence is sold post-life estate, provided the sale does not diminish the
value of the charitable gift.

Facts

Eliza W. Blackford died testate on January 30, 1977, leaving a will that devised a life
estate in her personal residence to her surviving husband, S. Brooke Blackford. The
will directed the executor to sell the residence upon the husband’s death and
distribute the proceeds equally among four fire companies in Jefferson County, West
Virginia, all of which were qualified charitable beneficiaries. The husband died on
March 17, 1980, and the executor sold the residence on May 7, 1980, distributing
the proceeds to the fire companies. The estate claimed a charitable deduction of
$26,895. 60 on its federal estate tax return, representing the present value of the
property passing to the fire companies. The IRS denied the deduction, asserting that
the interest received by the charities was not a remainder interest in a personal
residence but rather in the proceeds from its sale.

Procedural History

The IRS issued a statutory notice of deficiency on December 6, 1979, asserting a
$9,476. 06 deficiency in federal estate tax. The estate petitioned the U. S. Tax Court
for a redetermination of the deficiency. After concessions, the sole issue was
whether the estate was entitled to a charitable deduction under Section 2055(a) for
the amounts passing to the charities after the life estate terminated.

Issue(s)

1. Whether the estate is entitled to a charitable deduction under Section 2055(a) for
the present value of the remainder interest in the decedent’s personal residence,
where the will directed the executor to sell the residence upon termination of the
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life estate and distribute the proceeds to charitable beneficiaries.
Holding

1. Yes, because the disposition in favor of the charities is equivalent to a
“contribution of a remainder interest in a personal residence” under Section
170(f)(3)(B)(i) and thus qualifies for a charitable deduction under Section 2055(a).

Court’s Reasoning

The Tax Court reasoned that the legislative purpose behind the 1969 amendments to
Section 2055(e) was to ensure that charitable deductions accurately reflected the
value of the ultimate benefit received by the charity. The court found that the
potential for abuse in the instant case was minimal, as the life tenant had no power
to deplete the remainder interest, and state law provided adequate protection
against any manipulation of the sale by the executor. The court noted that the
personal residence exception to Section 2055(e)(2) was created to permit
established forms of charitable giving without the potential for abuse. The court also
distinguished this case from prior cases like Estate of Brock and Ellis, which dealt
with different issues. The court concluded that the decedent’s disposition of her
personal residence fell within the personal residence exception, and thus the estate
was entitled to the charitable deduction. The court emphasized that the focus should
be on the certainty of the charities receiving the value of the property, not the form
of the transfer.

Practical Implications

This decision clarifies that estates can claim a charitable deduction for the
remainder interest in a personal residence even when the will directs the executor
to sell the property and distribute the proceeds to charity. This ruling expands the
scope of allowable charitable deductions and provides guidance for estate planning
involving charitable gifts of real property. It underscores the importance of state law
protections in ensuring the integrity of charitable gifts and may influence how
similar cases are analyzed in the future. Practitioners should consider this decision
when advising clients on estate planning strategies that involve charitable bequests
of personal residences, particularly in jurisdictions with strong fiduciary duties. This
case also highlights the need for careful drafting of wills to ensure that charitable
intent is clearly expressed and protected.
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