Estate of Marcellus L. Joslyn, Robert D. MacDonald, Executor, Petitioner v.
Commissioner of Internal Revenue, Respondent, 57 T. C. 722 (1972)

Expenses used to reduce the value of estate assets cannot also be deducted as
administration expenses under IRC Section 2053(a)(2).

Summary

In Estate of Joslyn, the estate sold stock to cover administration expenses, and the
IRS reduced the stock’s value by the selling costs for estate tax purposes. The estate
sought to deduct these same costs as administration expenses under IRC Section
2053(a)(2). The Tax Court held that allowing the expenses to reduce the stock’s
value precluded their deduction as administration expenses, preventing double tax
benefit. This case underscores the principle that the same expense cannot be used
twice to reduce estate tax liability.

Facts

Marcellus L. Joslyn owned 66,099 shares of Joslyn Mfg. & Supply Co. stock at his
death on June 30, 1963. The estate incurred significant litigation costs, necessitating
the sale of stock in a secondary offering on April 6, 1965. The IRS determined the
stock’s value at death by averaging high and low prices and then reduced this value
by $366,500. 07 in selling expenses. The estate sought to deduct these same
expenses under IRC Section 2053(a)(2).

Procedural History

The IRS determined a deficiency in the estate’s federal estate tax. The estate filed a
petition with the U. S. Tax Court, challenging the disallowance of the selling
expenses as administration expenses. The Tax Court ruled on March 9, 1972,
denying the deduction.

Issue(s)

1. Whether expenses used to reduce the value of estate assets for estate tax
purposes can also be deducted as administration expenses under IRC Section
2053(a)(2).

Holding

1. No, because allowing the expenses to reduce the stock’s value precludes their
deduction as administration expenses, as this would result in a double tax benefit.

Court’s Reasoning

The Tax Court reasoned that the expenses were already considered in valuing the
stock under IRC Section 2031, and thus, deducting them again under Section
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2053(a)(2) would provide a double benefit not contemplated by the statute. The
court distinguished this case from Estate of Viola E. Bray, where expenses offset
against sales price for income tax purposes were also deductible for estate tax
purposes, noting that Bray involved different tax regimes. The court emphasized
that no judicial authority or congressional intent supported the estate’s position. The
court quoted from Estate of Elizabeth W. Haggart, affirming that expenses must be
either offset against the gross estate or deducted, but not both.

Practical Implications

This decision clarifies that expenses used to reduce the value of estate assets cannot
be claimed as deductions in estate administration. Practitioners must carefully
choose between offsetting expenses against asset values or deducting them as
administration costs. This ruling impacts estate planning by requiring executors to
strategically manage expenses to maximize tax benefits. Subsequent cases like
Estate of Walter E. Dorn have followed this principle, emphasizing the need for clear
delineation of expenses in estate tax calculations. This case also influences business
practices, as it affects how companies handle stock sales in estate administration.
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