Estate of Anna Lora Gilchrist, Deceased, Layland Myatt and Elizabeth
Dearborn, Independent Executors, Petitioner v. Commissioner of Internal
Revenue, Respondent, 69 T. C. 5 (1977)

A general power of appointment is not included in a decedent’s gross estate if, due
to legal incompetency, neither the decedent nor their guardians possess such power
at the time of death.

Summary

Anna Lora Gilchrist’s husband left her a life estate with the power to use and sell the
remainder of his property. After being declared incompetent, guardians were
appointed for her. The IRS argued that this power constituted a general power of
appointment includable in her estate. The Tax Court disagreed, holding that under
Texas law at the time of her death, the guardians’ power was limited to an
ascertainable standard for her support and maintenance, not a general power of
appointment. This case illustrates how state law regarding the powers of guardians
over an incompetent’s estate can impact federal estate tax determinations.

Facts

Charlie Frank Gilchrist died in 1960, leaving his wife Anna Lora Gilchrist the
income, use, and benefits of his estate with full rights to sell or transfer the
remainder during her lifetime. In 1971, Anna was declared legally incompetent and
guardians were appointed for her person and estate. She remained incompetent
until her death in 1973. The IRS determined that Anna held a general power of
appointment over the estate, which should be included in her taxable estate.

Procedural History

The IRS issued a notice of deficiency to Anna’s estate, asserting that her power over
her husband’s estate constituted a general power of appointment under IRC section
2041(a)(2). The estate petitioned the Tax Court for a redetermination of the
deficiency. The Tax Court held in favor of the estate, finding that the power was not
general at the time of Anna’s death due to her legal incompetency and the
limitations on her guardians’ authority under Texas law.

Issue(s)

1. Whether Anna Lora Gilchrist possessed a general power of appointment over her
husband’s estate at the time of her death under IRC section 2041(a)(2).

2. Whether the power to use and sell the estate was limited by an ascertainable
standard under IRC section 2041(b)(1)(A).

3. Whether the power could be exercised only in conjunction with a person having a
substantially adverse interest under IRC section 2041 (b)(1)(C)(ii).

Holding

© 2025 SCOTUSreports.com. All rights reserved. | 1



1. No, because at the time of her death, Anna was legally incompetent and her
guardians’ power was limited to her support and maintenance under Texas law.

2. Yes, because the guardians’ power was limited to an ascertainable standard
relating to Anna’s health, education, support, or maintenance.

3. No, because the administratrix of the husband’s estate did not have a substantial
adverse interest in the property.

Court’s Reasoning

The court analyzed whether Anna possessed a general power of appointment at her
death. Under Texas law, her legal incompetency transferred her power to her
guardians, who were limited to using the estate for her support and maintenance.
The court cited Texas statutes and case law to establish that guardians could not
make gifts or deplete the estate, thus limiting their power to an ascertainable
standard. The court rejected the IRS’s arguments that the power was not limited
and that the administratrix of the husband’s estate had an adverse interest,
emphasizing that the critical factor was the legal incapacity at death. The court also
noted that the purpose of IRC section 2041 was not defeated by this holding, as the
power was effectively limited by state law.

Practical Implications

This decision highlights the importance of state law in determining the scope of
powers held by guardians of an incompetent person for federal estate tax purposes.
Practitioners should carefully review state guardianship laws when advising clients
with potential general powers of appointment. The case also underscores that the
existence of a power at death, not its exercise, is key for estate tax inclusion.
Subsequent cases have cited Gilchrist to support the principle that legal
incompetency can limit the taxability of a power of appointment. This ruling may
encourage taxpayers to challenge IRS determinations based on the legal capacity of
the decedent at death and the nature of guardians’ powers under state law.
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