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Estate of Mabel C. Van Winkle, Deceased, Robert Van Winkle, Coexecutor
and Thomas Sherwood Van Winkle, Coexecutor, Petitioners v. Commissioner
of Internal Revenue, Respondent, 51 T. C. 994 (1969)

A decedent’s gross estate must include the value of a general power of appointment
over trust assets, even if those assets were previously taxed in the estate of the
grantor.

Summary

In Estate of Van Winkle v. Commissioner, the Tax Court ruled that the value of a
general power of appointment over one-half of a trust’s corpus and accumulated
income must be included in the decedent Mabel Van Winkle’s gross estate under I.
R. C. § 2041(a)(2). Mabel’s husband, Stirling, had established the trust, granting
Mabel a general power of appointment over half of it. The court rejected the estate’s
arguments for  estoppel,  credit  for  prior  estate tax paid,  and the application of
equitable  recoupment,  emphasizing  the  importance  of  adhering  to  statutory
deadlines and limitations. The decision underscores the principle that assets subject
to a general power of appointment are taxable in the estate of the holder of that
power, regardless of prior taxation.

Facts

Mabel C. Van Winkle died on October 7, 1963. Her husband, Stirling Van Winkle,
had predeceased her on December 1, 1951, leaving a will that established a trust.
The trust provided Mabel with income for life and granted her a general power of
appointment  over  one-half  of  the  trust’s  corpus  and  accumulated  income.  The
Commissioner disallowed part of the marital deduction claimed in Stirling’s estate
for the trust property. Mabel’s estate did not include the value of the power of
appointment  in  her  estate  tax  return.  The  Commissioner  later  determined  a
deficiency  in  Mabel’s  estate  tax,  asserting  that  the  value  of  the  power  of
appointment should be included in her gross estate.

Procedural History

The estate tax return for  Stirling’s  estate was examined,  and a deficiency was
assessed  on  January  12,  1956,  partly  due  to  the  disallowance  of  the  marital
deduction for the trust assets. On March 17, 1967, Stirling’s estate filed a late claim
for refund, which was denied. The Commissioner issued a notice of deficiency to
Mabel’s estate on June 7, 1967, including the value of the power of appointment in
her gross estate. Mabel’s estate challenged this determination in the U. S. Tax
Court.

Issue(s)

1. Whether the value of the general power of appointment over the corpus of the
trust created under Stirling Van Winkle’s will  should be included in Mabel Van
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Winkle’s gross estate.
2. Whether Mabel’s estate is entitled to a credit for prior estate tax paid on property
which passed to her from Stirling’s estate.
3. Whether the doctrine of equitable recoupment allows Mabel’s estate to set off any
part of the estate tax paid by Stirling’s estate against the deficiency determined by
the Commissioner.

Holding

1. Yes, because the power of appointment falls within the definition of I. R. C. §
2041(a)(2) and does not fall within any exceptions under § 2041(b)(1).
2. No, because the credit under I. R. C. § 2013(a) is not available as Stirling died
more than 10 years before Mabel.
3. No, because the Tax Court lacks jurisdiction to apply the doctrine of equitable
recoupment, which is limited to U. S. District Courts.

Court’s Reasoning

The court applied I. R. C. § 2041(a)(2), which requires the inclusion of the value of a
general power of appointment in the decedent’s gross estate. The power granted to
Mabel under Stirling’s will met the statutory definition and did not qualify for any
exceptions. The court rejected the estate’s arguments for estoppel, citing the need
for strict  adherence to statutory deadlines as outlined in Rothensies v.  Electric
Battery  Co.  The  court  also  noted  that  it  lacked  jurisdiction  to  review  the
disallowance of the marital deduction in Stirling’s estate or to apply the doctrine of
equitable recoupment, as these matters are reserved for U. S. District Courts. The
court emphasized that the tax laws must be administered consistently and fairly, but
fairness also requires adherence to statutory limitations.

Practical Implications

This decision reinforces the principle that a general power of appointment is taxable
in the estate of the holder, regardless of prior taxation in another estate. Legal
practitioners must ensure that estates include the value of such powers in gross
estate calculations. The case highlights the importance of timely filing for refunds
under statutory amendments, as late filings will not be considered. It also clarifies
the jurisdictional limits of the Tax Court, directing attorneys to U. S. District Courts
for claims involving equitable recoupment. The ruling has implications for estate
planning,  emphasizing the need to consider the tax consequences of  powers of
appointment in trust arrangements.


