SUPREME COURT OF OHIO

In re Estate of Roberts

94 Ohio St. 3d 311 (Ohio 2002) - Decided February 27, 2002

SUMMARY

The Ohio Supreme Court held that the estate-tax exclusion in R.C. 5731.09(A) does not apply to funds

transferred by a decedent from an employer-sponsored retirement account into an individual

retirement account when the employer did not directly contribute to the IRA. Because the decedent’s

employer was not a party to or contributor under the IRA agreement, the disputed portion of the

rollover IRA was included in the gross estate.
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The estate appealed the Second District Court of Appeals' reversal of a
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QUESTIONS PRESENTED

1. Whether R.C. 5731.09(A) excludes from Ohio's taxable gross estate funds traceable to employer
contributions to an employee retirement plan after the decedent transferred those funds to an individual

rollover IRA to which the employer did not directly contribute.

2. Whether the second paragraph of R.C. 5731.09(A) is a tax-exemption provision that must be strictly

construed against the taxpayer and in favor of taxation.

HOLDINGS

1. The second paragraph of R.C. 5731.09(A) is a tax-exemption provision, so any doubt about its meaning

must be resolved in favor of taxation and against the exemption.

2. R.C. 5731.09(A) does not exclude from the taxable gross estate the value of funds transferred by the
decedent from an employer-sponsored retirement account to an individual rollover IRA when the

employer did not directly contribute to the IRA contract or agreement.

KEY QUOTATIONS

“Under R.C. 5731.09(A), the value of the gross estate includes the value of a rollover IRA that the decedent
purchased and to which the decedent’s employer or former employer did not directly contribute by reason of

the decedent’s employment.” (317)

“We therefore conclude that the second paragraph of R.C. 5731.09(A) is a tax-exemption provision.” (315)

FACTUAL BACKGROUND

Robert Lawrence Roberts retired from Pioneer Rural Electric Cooperative, whose employee retirement fund had
received contributions from both Roberts and Pioneer. After retirement, Roberts transferred the remaining
balance of that account to an individual IRA with Edward D. Jones & Company; Pioneer was not a party to or
contributor to the IRA contract. At Roberts's death, the IRA was worth $597,347, and the parties stipulated that
$574,633.06 was traceable to employer contributions and related earnings. The estate conceded that $22,713.94
attributable to Roberts's own contributions and related earnings was taxable, leaving only the employer-

contribution-related amount in dispute.

PROCEDURAL HISTORY

The estate filed an Ohio estate tax return reporting no tax due and claimed that the entire rollover IRA was
excluded under R.C. 5731.09(A). The Tax Commissioner assessed a $28,378.49 estate tax deficiency. The
probate court ruled for the estate, but the Second District Court of Appeals reversed and held that the disputed

IRA value was includable in the gross estate. The Supreme Court of Ohio affirmed.
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