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18 T.C. 488 (1952)

When a decedent holds property in joint tenancy, the portion includible in their
gross estate for federal estate tax purposes depends on the decedent’s contribution
and the applicable state law regarding joint tenancy rights.

Summary

The Tax Court determined the extent to which various properties, held jointly by the
decedent and his wife or son, were includible in the decedent’s gross estate for
federal estate tax purposes. The court addressed issues regarding jointly owned
stock, real property, bank accounts, trust deeds, and beach properties transferred as
gifts. Key factors included agreements between the parties, state property law, and
whether transfers were made in contemplation of death. The court ruled on the
includibility  of  each asset  based on these factors,  considering arguments about
ownership, contribution, and the intent behind certain transfers.

Facts

Don M. Brockway died in 1946, survived by his wife, daughter, and four sons. At the
time of his death, he jointly owned several assets with his wife and son, Murillo.
These assets included stock in Crown Body & Coach Corporation, real property at
4909 Sunset Boulevard, a bank account, two trust deeds, and three beach properties
that were gifted to his children shortly before his death. The estate tax return was
filed, but the Commissioner determined a deficiency, leading to this case.

Procedural History

The  Estate  of  Don  Murillo  Brockway  petitioned  the  Tax  Court  to  contest  the
Commissioner  of  Internal  Revenue’s  deficiency  determination.  The  case  was
submitted based on documentary evidence and oral testimony, with certain facts
stipulated.

Issue(s)

Whether the outstanding stock of Crown Body & Coach Corporation was jointly1.
owned by the decedent and his son, and if so, whether 50% of its value is
includible in the decedent’s gross estate.
Whether the Commissioner erred in including 84% of the fair market value of2.
the real property at 4909 Sunset Boulevard in the decedent’s gross estate.
Whether the full value of a bank account and two trust deeds, returned as3.
jointly owned property, is includible in the decedent’s gross estate, or only one-
half.
Whether the Commissioner erred in including the full value of three beach4.
properties as transfers made in contemplation of death.

Holding
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Yes, because the stock was jointly owned, and the documentary evidence and1.
conduct of the parties supported the finding of joint ownership with right of
survivorship.
No, because the agreement between the decedent and his wife indicated joint2.
ownership, and the petitioner failed to prove that the wife’s contribution
exceeded the amount claimed on the estate tax return.
Yes, because the petitioner failed to show that any part of the funds3.
represented compensation for personal services or was the separate property
of the surviving spouse.
No, but only one-half of the value is includible because, under California law, a4.
joint tenant can only transfer their own interest.

Court’s Reasoning

The court relied on the agreement between the decedent and his son regarding the
Crown stock,  as  well  as  the  conduct  of  the  parties  and  corporate  records,  to
determine that the stock was jointly owned. It rejected the son’s testimony about the
parties’  intentions  due  to  the  decedent’s  death  and  the  clear  language  of  the
agreement. As to the real property, the court pointed to the written agreement
between the decedent and his wife stating they held the property as joint tenants.
The  court  cited  California  law  that  allows  spouses  to  transmute  property  by
agreement. Regarding the bank account and trust deeds, the court found that the
petitioner  failed  to  show that  these  assets  originated  from the  wife’s  separate
property  or  services.  For  the  beach  properties,  the  court  determined  that  the
transfers were made in contemplation of  death,  noting the decedent’s  age,  the
timing of the transfers relative to his death, and the fact that the properties were
devised to the same children in his will. However, relying on Sullivan’s Estate v.
Commissioner, the court held that only one-half of the value of the beach properties
was includible in the decedent’s gross estate, because California law limits a joint
tenant’s ability to transfer more than their own interest.

The court quoted Sullivan’s Estate v.  Commissioner,  175 F.2d 657, stating that
under California Law, “one joint tenant cannot dispose of anything more than his
own interest in the jointly held property.”

Practical Implications

This case highlights the importance of clear documentation and consistent conduct
in establishing the nature of property ownership, particularly in the context of joint
tenancies. It emphasizes that state law governs the extent to which jointly held
property is includible in a decedent’s estate, especially when dealing with transfers
made in contemplation of death. Legal professionals should carefully analyze the
source  of  funds  and  contributions  towards  jointly  held  assets,  as  well  as  any
agreements between the parties, to accurately determine estate tax liabilities. This
case also serves as a reminder that the “contemplation of death” provision can
extend to only one-half the jointly held property.


