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Estate of Snider v. Commissioner, 84 T. C. 75 (1985)

A widow’s allowance under Texas law is a terminable interest and does not qualify
for the marital deduction under federal estate tax law.

Summary

James  O.  Snider’s  estate  sought  a  marital  deduction  for  a  widow’s  allowance
awarded to Rosalie Snider under Texas law. The Tax Court held that the allowance
was a terminable interest because its availability was contingent on the widow’s lack
of adequate separate property, making it ineligible for the marital deduction. This
decision  emphasized  the  necessity  for  an  interest  to  be  indefeasible  and
unconditional at the decedent’s death to qualify for the deduction, impacting how
similar allowances under state laws are treated for federal tax purposes.

Facts

James O. Snider died on November 18, 1977, leaving his entire estate to his children
from a prior marriage, with no provision for his surviving spouse, Rosalie Snider.
After Snider’s death, Rosalie filed for a widow’s allowance under Texas law, claiming
insufficient separate property for her maintenance. The probate court awarded her a
$13,750 allowance, which was upheld on appeal. The estate sought to claim this
allowance as a  marital  deduction on its  federal  estate tax return,  leading to a
dispute with the Commissioner of Internal Revenue over its eligibility.

Procedural History

The estate filed a federal estate tax return without claiming a marital deduction for
the widow’s allowance. After Rosalie’s successful claim for the allowance in the
Texas probate court, the estate amended its claim in the Tax Court. The Tax Court
addressed  whether  the  widow’s  allowance  qualified  for  the  marital  deduction,
ultimately ruling it did not.

Issue(s)

1. Whether the widow’s allowance provided by Texas law qualifies as a marital
deduction under Section 2056(a) of the Internal Revenue Code.
2. If the allowance qualifies, whether the amount of the deduction is limited to one-
half of the allowance.

Holding

1. No, because the widow’s allowance under Texas law is a terminable interest that
does not meet the criteria for the marital deduction under Section 2056(a).
2. The court did not reach this issue, as the allowance was found to be a terminable
interest ineligible for any deduction.
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Court’s Reasoning

The Tax Court  analyzed the nature of  the widow’s allowance under Texas law,
focusing on Section 288 of the Texas Probate Code, which states that no allowance
shall be made if the widow has separate property adequate for her maintenance. The
court  determined that  this  condition  made the  allowance a  terminable  interest
because it could fail  to vest if  the widow had sufficient separate property. This
interpretation aligned with the federal requirement under Section 2056(b) that an
interest must be indefeasible and unconditional at the moment of the decedent’s
death to qualify for the marital deduction. The court distinguished Texas law from
Michigan  and  Ohio  statutes,  which  did  not  contain  similar  contingencies,  thus
allowing  their  widow’s  allowances  to  qualify  for  the  deduction.  The  court
emphasized that the possibility of the interest failing due to the widow’s separate
property status made it terminable under federal law.

Practical Implications

This decision clarifies that state laws providing for widow’s allowances contingent
on the widow’s financial status may result in those allowances being treated as
terminable interests for federal estate tax purposes. Practitioners must consider this
when advising estates in states with similar laws, ensuring that any potential marital
deduction claims are carefully  evaluated against  the federal  requirements.  This
ruling may influence future legislative efforts in states to amend their laws to align
more  closely  with  federal  tax  criteria  for  marital  deductions.  Additionally,  it
highlights the importance of understanding both state probate and federal tax laws
when planning estates, particularly in cases involving surviving spouses.


