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21 T.C. 219 (1953)

When valuing Series G United States Savings Bonds for estate tax purposes, the
bonds are included in the gross estate at their par value, not their redemption value,
because the decedent’s interest is the value of the bonds at the time of her death.

Summary

The Estate  of  Mary Gowdy challenged the Commissioner  of  Internal  Revenue’s
determination that Series G United States Savings Bonds should be included in the
gross estate at their par value. Gowdy’s administratrix argued for the redemption
value at the time of death. The Tax Court sided with the Commissioner, holding that
the value of  the bonds for  estate tax purposes was their  par value.  The court
reasoned that the decedent possessed more than just the right to redeem the bonds
and that the value of the bonds included all the incidents of ownership, including the
original  purchase  price,  which  was  par  value.  This  decision  underscores  the
importance of considering all attributes of an asset when determining its estate tax
valuation.

Facts

Mary Gowdy died on August 27, 1947. At the time of her death, she owned two
Series G United States Defense Bonds, each with a principal amount of $1,000, and
jointly owned other Series G bonds with M. Louise Collins totaling $64,800. The
administratrix elected to value the estate as of the date of death. The Commissioner
determined the fair market value of the individually owned bonds to be $2,000 (par
value) and included this amount in the gross estate. The estate listed these bonds at
their redemption value as of the date of death, which was less than par. The jointly
owned bonds were also included at their par value by the Commissioner. After the
death of Gowdy, Collins surrendered the jointly held bonds and had them reissued in
her name with her husband as co-owner.

Procedural History

The Commissioner determined a deficiency in estate tax, leading to a challenge by
the Estate of Mary Gowdy. The case was brought before the United States Tax
Court. The Tax Court considered the sole issue of whether the Series G bonds should
be valued at par or redemption value. The Court held in favor of the Commissioner.

Issue(s)

1.  Whether  the  value  of  Series  G United States  Savings  Bonds,  owned by  the
decedent at the time of death, should be included in the gross estate at their par
value or their redemption value.

Holding
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1. Yes, the value of the Series G United States Savings Bonds is included in the
gross estate at their par value, because the value of the bonds is determined at the
time of the decedent’s death.

Court’s Reasoning

The court’s reasoning centered on the valuation of the Series G bonds for estate tax
purposes. The court noted that the issue was complicated by the non-marketable
nature of the bonds and their redemption provisions. The court held that “the salient
factor in determining the value of a Series G bond…is the cost or par value thereof.”
The court emphasized that the decedent paid par for the bonds, and this par value
reflected the value of the bond, inclusive of the interest that would be paid out
semiannually. The court looked to the Supreme Court case Guggenheim v. Rasquin
to support its view that the right to redeem the bonds prior to maturity was only one
aspect of ownership, and that the value should include all aspects of ownership.
Furthermore, the court stated that the bonds could have a value of more than par as
they approached maturity. Therefore, considering only the redemption value would
ignore other features. The court thus agreed with the Commissioner’s valuation
based on the par value.

Practical Implications

This case reinforces the principle that the valuation of assets for estate tax purposes
should consider all the rights associated with the asset. This case is significant for
executors, estate planners, and tax professionals dealing with the valuation of U.S.
Savings Bonds, particularly Series G bonds. The ruling clarifies that the par value,
not the redemption value, is the appropriate figure for inclusion in the gross estate.
This requires attorneys and tax advisors to consider all the incidents of ownership
when valuing assets, not just specific features like redemption rights. Subsequent
cases dealing with similar assets may cite this case to support the inclusion of bonds
at their par value, which is still applicable today, despite changes in types of bonds
offered.


