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Estate of Walter H. Geiger, Ronald R. Geiger and Nellie P. Geiger, Personal
Representatives,  Petitioners  v.  Commissioner  of  Internal  Revenue,
Respondent,  80  T.  C.  484  (1983)

The value of personal property used in a separate business cannot be aggregated
with the value of farm real property to meet the 50% threshold for special use
valuation under Section 2032A.

Summary

In Estate of Geiger, the Tax Court ruled that the personal property of a hardware
business could not be aggregated with the real and personal property of a family
farm to satisfy the 50% threshold required for special use valuation under Section
2032A.  The decedent’s  estate  included both a  farm (42% of  the  estate)  and a
hardware business (11% of the estate). The court held that the statute’s language
and legislative history supported a “unitary use” interpretation, requiring that the
real and personal property be connected to the same qualifying use. This decision
limits the aggregation of assets from separate businesses for special use valuation
purposes.

Facts

Walter H. Geiger died in 1977, leaving an estate that included a 646. 5-acre farm
(Geiger Farm) used for farming since 1951 and a wholesale hardware business
operated since 1972. The farm, including real and personal property, constituted
42% of the estate’s adjusted value, while the hardware business’s personal property
made up 11%. The estate sought to elect special use valuation under Section 2032A
for the farm by aggregating its value with that of the hardware business to meet the
50% threshold requirement.

Procedural History

The estate filed a tax return electing special use valuation for the Geiger Farm. The
Commissioner issued a notice of deficiency disallowing the special use valuation,
leading the estate to petition the U. S. Tax Court. The case was submitted fully
stipulated under Tax Court Rule 122, and the court’s decision was entered for the
respondent, affirming the disallowance of the special use valuation.

Issue(s)

1. Whether the personal property of the hardware business can be aggregated with
the real  and personal  property of  the Geiger Farm to meet the 50% threshold
requirement for special use valuation under Section 2032A.

Holding

1.  No,  because  the  statute  and  its  legislative  history  support  a  “unitary  use”
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interpretation, requiring that the real and personal property be connected to the
same qualifying use.

Court’s Reasoning

The  court  analyzed  the  language  of  Section  2032A  and  its  legislative  history,
concluding that the phrase “real or personal property” must be interpreted as a
single unit used for the same qualified purpose. The court rejected the estate’s
argument that the absence of express language prohibiting aggregation supported
their position. Instead, it emphasized that the statute’s purpose was to provide tax
relief  for family farms and businesses threatened by liquidity issues due to the
valuation of real property at its highest and best use. The court cited the “unitary
use” theory, which requires that personal property be connected to the real property
eligible for special use valuation. The court also noted that the hardware business’s
personal property did not pass to a qualified heir, further distinguishing it from the
farm property. The decision was supported by committee reports and subsequent
amendments  to  the  statute,  which  consistently  referred  to  “real  and  personal
property” as connected concepts used in the same business.

Practical Implications

This  decision clarifies  that  for  special  use valuation under Section 2032A,  only
assets directly connected to the same qualifying use can be aggregated to meet the
50% threshold. Practitioners must carefully assess whether personal property is
functionally related to the real property for which special use valuation is sought.
The  ruling  limits  tax  planning  strategies  that  attempt  to  combine  assets  from
separate businesses to qualify for the special valuation. It may also impact estate
planning for families with diverse business interests, requiring them to consider
alternative strategies for managing estate tax liabilities.  Subsequent cases have
followed this interpretation, reinforcing the need for a direct connection between
real and personal property in applying Section 2032A.


