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Estate  of  Ella  T.  Meyer,  East  Wisconsin  Trustee  Company,  Executor,
Petitioner v. Commissioner of Internal Revenue, Respondent, 58 T. C. 69
(1972)

An estate tax closing letter does not constitute a final closing agreement or estop
the Commissioner from later determining a deficiency in estate tax.

Summary

Ella T. Meyer’s estate received an estate tax closing letter after paying a net estate
tax of $68,883. 78. The letter suggested the estate’s tax liability was discharged.
However,  the Commissioner later reassessed the estate’s  securities at  a  higher
value, leading to a deficiency notice. The court held that the closing letter was not a
final closing agreement under IRC section 7121, nor did it estop the Commissioner
from reassessing the estate’s tax liability within the statutory limitations period. The
decision  emphasizes  that  only  a  formal  agreement  under  section  7121  can
conclusively settle tax liabilities.

Facts

Ella T. Meyer died on December 18, 1966, and her estate, administered by East
Wisconsin Trustee Co. , filed a federal estate tax return on September 7, 1967,
reporting a tax liability of $68,883. 78. The IRS closed the return by survey on
February 18, 1969, and sent an estate tax closing letter dated February 25, 1969,
stating the tax liability  was discharged.  Subsequently,  the IRS revalued certain
securities in the estate at a higher value based on valuations from contemporaneous
estates, leading to a deficiency notice of $10,368. 40 on March 11, 1971.

Procedural History

The estate filed motions to dismiss or strike the Commissioner’s answer, arguing the
closing letter precluded reassessment. The Tax Court granted the estate’s motion
for severance of issues and heard arguments on the motions, ultimately denying
them and ruling in favor of the Commissioner’s right to reassess the estate’s tax
liability.

Issue(s)

1. Whether an estate tax closing letter constitutes a final closing agreement under
IRC section 7121.
2. Whether the issuance of an estate tax closing letter estops the Commissioner from
determining a deficiency in estate tax within the applicable period of limitations.

Holding

1. No, because the estate tax closing letter is not an agreement entered into under
the procedures of section 7121, which requires a formal agreement signed by both
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parties and approved by the Secretary or his delegate.
2. No, because the estate did not demonstrate detrimental reliance on the closing
letter, and the letter’s language did not preclude the Commissioner from making a
timely reassessment within the statutory period.

Court’s Reasoning

The court relied on IRC section 7121 and related regulations, which specify that
only agreements executed on prescribed forms and signed by the taxpayer and
approved by the Secretary or delegate can constitute final closing agreements. The
estate tax closing letter, while stating the tax liability was discharged, did not meet
these criteria. The court cited precedent, including McIlhenny v. Commissioner and
Burnet v. Porter, which upheld the Commissioner’s right to reassess taxes without a
final closing agreement. The court also noted that the estate failed to show any
detrimental  reliance  on  the  letter  that  would  justify  estoppel  against  the
Commissioner.

Practical Implications

This decision clarifies that estate tax closing letters do not have the finality of a
section  7121  agreement,  allowing  the  IRS  to  reassess  estate  taxes  within  the
statutory limitations period. Practitioners should advise clients not to rely on closing
letters  as  conclusive evidence of  settled tax liability.  Instead,  they should seek
formal closing agreements under section 7121 for certainty. The ruling underscores
the  need  for  careful  valuation  of  estate  assets  and  the  potential  for  IRS
reassessment even after initial acceptance of a return. Subsequent cases, such as
Demirjian v. Commissioner and Cleveland Trust Co. v. United States, have further
reinforced this principle, affecting how estate tax planning and administration are
approached.


