IN THE UNITED STATES DISTRICY COURYS.DISTRICT COURT
FOR THE NORTHERN DISTRICT OF MBIQ‘ERNDISTRICT OF TEXAS

WICHITA FALLS DIVISION :.° LD
DAVID A KIMBELL, SR., §
Independent Executor under the Will of §
Ruth A. Kimbell, Deceased, §
§
Plaintiff, §
§
V. § CIVIL ACTION NO. 7:01-CV-0218-R
§
UNITED STATES OF AMERICA, §
; g (%
Defendant. § A

MEMORANDUM OPINION AND ORDER

Now before this Court are DEFENDANT’S MOTION FOR PARTIAL SUMMARY
JUDGMENT and PLAINTIFF’S CROSS MOTIJN FOR PARTIAL SUMMARY
JUDGMENT (jointly filed October 15, 2002). Oral argument was held on November 6, 2002, and
the parties submitted supplemental briefs on November 16 and 26,2002. For the reasons discussed
below, Defendant’s Motion for Partial Summary Judgment is GRANTED, and Plaintiff’s Cross

Motion for Partial Summary Judgment is DENIED.
I. BACKGROUND,
Ruth A. Kimbell (the “Decedent”) died March 25, 1998 at the age of 96. The Plaintiff, David
A. Kimbell, is the Decedent’s son and executor of her estate.
At the time of Decedent’s death, she held interests in three entities relevant to this case: 1)
the R.A. Kimbell Living Trust (the “Trust”), 2) the R.A| Kimbell Management Co., LLC (the
“LLC"), and 3) the R.A. Kimbell Property Co., Ltd. (the “Partnership™). The Trust is a living trust
created by Decedent in 1991 and fully revocable by her prior to her death. Thus, itis not in dispute

that the interests of the Trust and those of Decedent are to be treated as one for the purposes of
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analysis under the Internal Revenue Code (the “Code”). Degedent and Plaintiff were cotrustees of
the Trust, and Plaintiff was paid a monthly fee to manage the trust. The LLC is a Texas limited
liability company which was established on January 7, 1998 and is owned 50% by the Trust, 25%
by Plaintiff and 25% by Plaintiff’s wife (Decedent’s daughter-in-law). Plaintiff was the manager of
the LLC. The Partnership is a Texas limited partnership created on January 29, 1998 (two months
before Decedent’s death) by the Trust and the LI.C. The LL.C contributed 1% of the capital of the
Partnership and was its general partner, while the Trust contributed 99% af the capital yet was only |
a limited partner. The Partnership is for a term of 40 years (i.e. until Decedent would have been 136
years old). As Decedent had a 50% interest in LL.C and a 99¢4 interest in the Trust, Decedent’s real
interest in the‘ Partnership was 99.5%.
After Decedent died, Plaintiff, as executor of Decedent’s estate, filed estate tax returns with
the IRS. The IRS audited the returns and found that the value of Decedent’s 99% interest in the
Partnership was $2.463 million not $1.257 million as stated in the return. Accordingly, the IRS
increased the amount of estate tax due. Plaintiff paid the [increased taxes and subsequently, on
November 15, 2001, brought this action seeking a refund of $837,089 for the IRS’s alleged
overvaluation of the estate.

II. ANALYSIS

A. SUMMARY JUDGMENT STANDARD

Rule 56(c) of the Federal Rules of Civil Procedure allows summary judgment when there is
no genuine issue as to any material fact and the moving party is entitled to judgment as a matter of
law. FED.R. Civ. P. 56(c); Celotex Corp. v. Catrett, 477 U.S. 317, 322 (1986); Melton v. Teachers

Ins. & Annuity Ass’n of Am., 114 F.3d 557, 559 (Sth Cir. 1997). The court must decide all
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