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UNI TED STATES COURT OF APPEALS
For the Fifth Crcuit

No. 98-40170

In The Matter O : JOHN DAVI S ORR

Debt or .
| NTERNAL REVENUE SERVI CE,
Appel | ee,
VERSUS
JOHN DAVI S ORR,
Appel | ant.

Appeal fromthe United States District Court
for the Southern District of Texas

July 12, 1999

Before SMTH, DeMOSS, and STEWART, Circuit Judges.
DeMOSS, Circuit Judge:

A spendthrift trust beneficiary who extinguished personal
federal tax Iliabilities through bankruptcy now appeals the
determ nation by the district court that distributions fromthe

trust are subject to a prebankruptcy federal tax lien until the tax



liability is satisfied. The district court’s order conclusively
settles a discrete issue within the bankruptcy case, and is
appeal abl e pursuant to 28 U. S.C. § 158(d). W conclude that the
federal tax lien on incone distributions from this Texas
spendthrift trust attached to future distributions at the tine of
the creation of the lien, and not as of the time each distribution
was made. The lien thus predates and survives the bankruptcy. The

judgnent below is, therefore, affirned.

| .

On April 24, 1965, Unis Chapman Eichel berger executed a
docunent entitled “Unis Chapman Ei chel berger Chapman Ranch Trusts”
(“Trust Docunent”). Eichel berger’s grandson, John Davis Or, is
the named principal beneficiary of the Unis Chapman Ei chel berger
Chapman Ranch Trust | (“Trust”), described in the Trust Docunent.
The Trust provides that Or, after reaching the age of thirty,

shall receive *“all of the net inconme of the trust

distributed . . . annually or at nore frequent intervals.” The
Trust lasts for Or’s |life and then termnates. Or has |imted
testanentary power over the distribution of the Trust’'s property
after his death, but if Or does not exercise this power the
property is distributed to Or’s then-1living descendants, and i f no

such persons exist, to charity. The spendthrift provision reads as

foll ows:



No trust assets or incone shall be liable for the
debts of any beneficiary, nor subject to seizure

under any judicial wit or proceeding. No
beneficiary shall have the power to give, grant,
sell, assign, transfer, nortgage, pledge, encunber,

or in any manner to anticipate or dispose of the

interest in the trust estate or its incone or to

di spose of the interest in the trust estate or its

i ncone or to di spose of any trust property until it

has been actually delivered to him in accordance

wth the terns hereof, except that the foregoing

shall in no manner restrict the authority otherw se

granted to any trustee who is a beneficiary to

distribute the trust property as provided herein.

Despite the generous provisions made for him by his
grandnot her, Or has encountered financial difficulties. He filed
for bankruptcy relief under Chapter 7 on Novenber 1, 1995, and
received his discharge on My 21, 1996. He has received no
distributions fromthe Trust since filing for bankruptcy relief.
And, nost pertinent to the present controversy, he had previously
run afoul of the Internal Revenue Service by failing to pay incone
t axes.
Or failed to file his federal income tax returns for 1984

t hrough 1991. After exam nation, the IRS and Or agreed to the
anount of tax and signed a Form 4549-CG | ncone Tax Exam nation
Changes, consenting to assessnent and collection on October 1,
1992. On Cctober 26, 1992, the IRS assessed the taxes, penalties,
and interest reflecting the consent. Despite notice and denand,
Or’'s federal incone tax liabilities for the taxes assessed on

Cctober 26, 1992 (to the date of the bankruptcy petition) were as

foll ows:



Year Anmpunt
1984 $160, 062. 08

1985 63, 126. 91
1986 88, 018. 08
1987 79, 723. 98
1988 141, 729. 83
1989 29, 435. 00
1990 45, 436. 27
1991 23, 842. 35

Notices of federal tax liens were filed in the personal and
real property records of Nueces County, Texas for the 1984 through
1991 incone tax liabilities on January 11, 1993. Or also owed
federal inconme taxes on the date of petition for 1992 in the anount
of $2.69. Notices of federal tax liens were filed in the persona
and real property records of Nueces County for the 1992 incone tax
liability on Decenber 28, 1993. At the tinmes the notices of
federal tax liens were filed, Or was a resident of Nueces County.

Or filed this adversary action to determ ne the answer to one
stipulated issue: “Wiether the Internal Revenue Service’s Notices
of Federal Tax Lien attached to any interest of Debtor in the Unis
Chapman Ei chel berger Chapman Ranch Trust | to secure the paynent of
Debtor’s federal incone tax liabilities for 1984 through 1992?”
The parties agree that Or can be granted a personal discharge from
his federal tax liability for 1984 through 1991 pursuant to 11
US C 8§ 727, but not for his liability for 1992. Furthernore, the
parties stipulated that the federal tax liens attached to Or’s

property or interests in property in existence at the tinme of his



bankruptcy filing are not di schargeable as to the property to which
they attached. There is no stipulation as to whether the federal
tax liens attached or attaches to any of Or’s interest in the
Trust or its assets, or that Or has or had an interest in the
Trust or its assets.

Or prevailed in the bankruptcy court. The IRS appealed to
the district court, which reversed the bankruptcy court. Or now

appeal s the judgnent of the district court.

1.

Counsel were instructed to brief the question of “[w hether
the order from which appeal is taken in the bankruptcy case is a
final order for purposes of appeal.” The parties agree that this
Court may properly exercise its appellate jurisdiction, invoking
the grant of jurisdiction in 28 U S C § 158(d). That statute
provides that “[t]he courts of appeals shall have jurisdiction of
appeals fromall final decisions, judgnents, orders, and decrees
ent ered under subsections (a) and (b) of this section.” 28 U S.C
§ 158(d). Subsection (a) provides for the appellate jurisdiction
of district courts over inter alia, “final judgnents, orders, and
decrees . . . of bankruptcy judges.” (Subsection (b), which is
inapplicable in this case, pertains to the jurisdiction of

bankruptcy appel |l ate panel s.)



Or prevailed on his nmotion for summary judgnent in the
bankruptcy court, based on his contention that the tax Iiens do not
attach to his post-discharge incone distributions fromthe Trust.
In the context of a bankruptcy proceeding, this grant of sunmary
judgnent qualified as a “final order” reviewable by the district
court. This Court has expl ai ned:

A [bankruptcy] case need not be appealed as a

“single judicial unit” at the end of the entire

bankruptcy proceedi ng, but the order must

constitute a “*final determ nation of the rights of

the parties to secure the relief they seek in this

suit,”” or the order mnust dispose of a discrete

di spute within the |arger bankruptcy case for the

order to be considered final
Texas Extrusion Corp. v. Lockheed Corp. (In re Texas Extrusion
Corp.), 844 F.2d 1142, 1155 (5th Cr. 1988) (internal citations
omtted). There is, therefore, a |ower threshold for neeting the
“final judgnents, orders, and decrees” appeal ability standard under
28 U S.C. 8§ 158(a) than there is for the textually simlar “final
deci sions” appeal ability standard under 28 U.S.C. § 1291. In this
case, the decision of the bankruptcy court resol ved all dispositive
i ssues pertaining to the discrete dispute concerning the post-
di scharge viability of pre-discharge federal tax liens on Or’s
interest in the Trust, and therefore was ripe for appeal to the
district court.

Li kewi se, the district court’s reversal of the bankruptcy

court is reviewable by the court of appeals pursuant to 28 U S. C

8§ 158(d). Review of “final decisions, judgnents, orders, and
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decrees” under 8§ 158(d) is nore akin to review of “final decisions”
under 8 1291 in nonbankruptcy appeals, whereby “[a] decision is
final when it ‘ends the litigation on the nerits and | eaves not hi ng
for the court to do but execute the judgnent.’” Bri argrove
Shopping Ctr. Joint Venture v. PilgrimEnters., Inc., 170 F. 3d 536,
539 (5th Gr. 1999) (quoting Askanase v. Livingwell, Inc., 981 F. 2d
807, 810 (5th Gr. 1993) (quoting Coopers & Lybrand v. Livesay, 437
U S. 463, 467, 98 S. Ct. 2454 (1978))). But even under § 158(d),
“this court’s determnation of whether an order is final (and
therefore appealable) is nore liberal in the bankruptcy context”
than under § 1291. See Lentino v. Cage (In re Lentino), No.
98- 20626, 1999 W. 77140, at *2 (5th Cr. Mar. 5, 1999) (summary
cal endar) .

If this adversary proceeding stood alone as an independent
case, it would be appeal able even under the higher standard of
8§ 1291. Now that the district court has overrul ed the bankruptcy
court and ordered “that IRS lien shall attach to all incone
distributions made to Or from the spendthrift trust at issue,”
there is nothing |eft for the bankruptcy court to do. Hence, the

matter is sufficiently “final” for appellate review

L1l
Or is the beneficiary of a spendthrift trust. Texas |aw has

historically respected the validity of spendthrift trusts. See,
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e.g., Caples v. Buell, 243 S.W 1066 (Tex. Commin App. 1922); see

generally 72 Tex. Jur. 3d Trusts 88 37-42 (1990). The state
specifically acknow edges the validity of spendthrift trusts by
statute. See Tex. Prop. Code Ann. 8§ 112.035 (Vernon 1995).

The creation of a trust involves the separation of |egal and
equi t abl e ownership of property. The trustee is the | egal owner of
the corpus of a spendthrift trust; the beneficiary is the equitable

owner. See, e.g., Burns v. MIller, H ersche, Mirtens & Hayward,
P.C., 948 S.W2d 317, 322 (Tex. App.--Dallas 1997, wit denied).
The tax liens at issue in this case were created pursuant to
26 U.S.C. 8 6321, which provides:
I f any person |iable to pay any tax negl ects
or refuses to pay the sane after demand, the anount
(including any interest, addi ti onal anount ,
addition to tax, or assessable penalty, together
Wi th any costs that nmay accrue in addition thereto)
shall be alien in favor of the United States upon
all property and rights to property, whether real
or personal, belonging to such person.
26 U.S.C. 8 6321. “Stronger |anguage could hardly have been
selected to reveal a purpose to assure the collection of taxes.”
Gass Gty Bank v. United States, 326 U. S. 265, 267, 66 S. . 108,
110 (1945). “Congress neant to reach every interest in property

that a taxpayer mght have.” United States v. National Bank of
Conmmerce, 472 U.S. 713, 719, 105 S. C. 2919, 2924 (1985). The

Suprene Court has construed the | anguage of 8 6321 to nean that a

tax lien attaches not only to property owned by the debtor at the



time the lien attaches, but also to after-acquired property until
the tax liability is satisfied. See Gass Cty Bank, 326 U S. at
267-69, 66 S. C. at 110-11.

The interaction between federal and state lawin this area is
an inportant facet of our analysis. It is well-settled that in
federal taxation cases, the definition of wunderlying property
interestsis left to state | aw, but the consequences that attach to
those interests are determned by reference to federal law.  See
United States v. Rodgers, 461 U S. 677, 683, 103 S. C. 2132, 2137
(1983); Aquilino v. United States, 363 U S. 509, 513, 80 S. .
1277, 1280 (1960). Thus, we |look to state law to determ ne the
character of any property right Or my have in future
di stributions fromthe Trust, but federal |aw determ nes whet her or
not, and at what point in tine, a tax lien nmay attach to that
property interest. See, e.g., United States v. Bess, 357 U S. 51,

55-57, 78 S. Ct. 1054, 1057-58 (1958).

A
The principle of the Gass Cty Bank case (that a tax lien
attaches to the debtor’s after-acquired property until the tax
liability is satisfied) was long ago extended to include the
attachnment of a tax lien to after-acquired distributions from a
spendthrift trust. See United States v. Dallas Nat’|l Bank, 152

F.2d 582 (5th Cr. 1945) (hereinafter, Dallas 1), appeal after
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remand, 164 F.2d 489 (5th G r. 1947), appeal after second renand,
167 F.2d 468 (5th CGr. 1948) (hereinafter, Dallas I11). The
precise holding of the Dallas opinions is the main bone of
contention in the appeal of Or’s case, which involves the added
feature of an intervening bankruptcy. Or’s filing for bankruptcy
relief under Chapter 7 did not affect the validity of any tax lien
the RS may have had prior to the filing. Odinarily, liens and
other secured interests survive bankruptcy. See Farrey v.
Sanderfoot, 500 U S 291, 297, 111 S. C. 1825, 1829 (1991); see
also 11 U.S.C. 8§ 522(c)(2)(B) (“Unless the case is dismssed,
property exenpted under this sectionis not |iable during or after
the case for any debt of the debtor that arose . . . before the
comencenent of the case, except . . . atax lien, notice of which
is properly filed[.]”); Isomv. United States (In re Isom, 901
F.2d 744, 745 (9th Cr. 1990) (“The liability for the anount
assessed renmai ns | egal ly enforceabl e even where the underlying tax
debt is discharged in the bankruptcy proceeding. A discharge in
bankruptcy prevents the I.R S. fromtaking any action to collect
the debt as a personal liability of the debtor. . . . [ T] heir
property remains liable for a debt secured by a valid Iien,
including a tax lien.”). There is no discussion in 11 U S C
8 541(c)(2) of liens, tax or otherwise, that attach before
bankrupt cy discharge. Repeatedly, courts have been willing to

attach liens to post-discharge benefits despite the “fresh start”
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policy of the bankruptcy schene. See, e.g., Connor v. United
States (In re Connor), 27 F.3d 365 (9th Cr. 1994); In re Wsche,
193 B.R 76 (Bankr. MD. Fla. 1996). The IRS therefore has a valid
tax lien against Or’s interest inthe Trust if that |ien attached
before Or’s personal liabilities were extinguished i n bankruptcy.
The dispositive issue is, therefore, the question of whether a
federal tax lienin this situation attaches to a spendthrift trust
beneficiary’s equitable interest in the trust itself or to each
i ndividual distribution as it is paid to the beneficiary. Bot h
parties to this appeal clai msupport for their respective positions
in Dallas.

Dallas involved a federal tax liability owed by Carolyn
Maxwel | , arising fromseveral stock transactions. Ms. Maxwel |l was
a resident of England, so the governnent sought to enforce the tax
liability by inposing a lien on her interest in a spendthrift
trust, of which the Dallas National Bank was trustee. As in the
customary trust arrangenent, the trustee possessed legal title to
the trust funds. Ms. Maxwell received nonthly incone paynents
fromthe trust. This Court concluded that the governnent had a
valid lien, and explained the result as follows:

Ms. Maxwell has notitle to the corpus of any
property other than the profits after they have
accrued and have been passed to her account and
made available to her by the Trustee. I n other
words, after “the net revenues,” anounting to
approximately $54 per nonth, accrue, or are set

apart and becone payable to her, such net revenues
then belong to her and are then subject to the lien
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of the CGovernnent for taxes, and are avail able as
an appropriate res in a proceeding in rem by the
Governnent to have a lien for delinquent taxes
decl ared and enforced agai nst such revenues.

The Governnent is entitled to a |ien upon
these nonthly paynents of net revenue in the hands
of the Trustee, by virtue of the law as stated in
26 U S.C A Int.Rev. Code, 88 3670 and 3671

Under the holding of [@ass City Bank], that

the lien of +the United States attaches to
after-acquired property, we think that such lien
W Il continue to be fastened on the nonthly incone
from the trust as it becones payable to the
t axpayer .

Dallas I, 152 F.2d at 585 (footnote omtted). In a follow ng

appeal (Dallas Il1l), Grcuit Judge Edwin R Hol nes of Yazoo City,
M ssissippi, noted in a specially concurring opinion that:
The taxpayer is the equitable owner for life
of an undivided interest in Texas realty, which
under local law is not subject to seizure or sale
for ordinary debts incurred by the taxpayer; but
this does not nean that testanentary restraints
against alienation should prevail against the
fastening of a lien for federal incone taxes on the
taxpayer’s equitable interest in the trust estate.
We are, in fact, holding the contrary in this case.

Dallas Ill, 167 F.2d at 469 (Holnes, J., specially concurring).
Or enphasizes the language in Dallas | that “such lien wll
continue to be fastened on the nonthly incone fromthe trust as it
becones payable to the taxpayer,” 152 F.2d at 585 (enphasis
supplied), in support of his contention that no valid lien would
exist until he actually received a distribution fromthe trust, and

because t hr ough bankruptcy he has di scharged his personal liability
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for the tax, the lien can no |longer continue to attach to future
di stributions. See, e.g., Connor, 27 F.3d at 366. The IRS
enphasi zes the language in Dallas Il indicating that the lien
attaches to Or’s “equitable interest in the trust estate,” 167
F.2d at 469 (enphasis supplied), and therefore precedes and
survives Or’s bankruptcy.

The Dallas panels did not need to confront the question
presented by Or’s case. The trust distributions paid to Ms.
Maxwel | fell into the category of after-acquired property at the
time she received them There was no bankruptcy, as there is in
this case, to discharge the debtor’s personal liability for the
taxes owed. As Ms. Maxwell received each new distribution from
the trust, a new 8 6321 lien would fasten onto the distribution so
| ong as she owed the taxes. The lawwas settled in dass Gty Bank
that such after-acquired property becane subject to a statutory
federal tax lien on the debtor’s “property,” and thus there was no
need to deci de whether the lien could have attached earlier. The
Dallas | opinion specifically invokes Aass Cty Bank to justify
its result. Thus, the opinion of Judge Hol nes (which was not
joined by any other judge) that the tax lien validly attached to
Ms. Maxwell’s equitable interest in the trust was not necessary to

the decision in that case.
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The i ssue addressed by Judge Hol nes, specially concurring in
the Dallas Il appeal, is squarely presented by Or’s case, because
the only way the IRS can collect fromOr’s trust distributions is
if the tax lien on future distributions attached before Or’s
personal liability was discharged through bankruptcy. Wth the
i ssue now squarely presented, fifty-one years later, we conclude
that the di ctum announced by Judge Hol nes was correct. Texas |aw
recogni zes the validity of the Trust’s spendthrift clause. Texas
| aw acknow edges that a spendthrift trust beneficiary possesses an
equitable ownership interest in the trust corpus. And Texas | aw
respects the Trust’s bestowal upon Or of a fully vested right to
receive distributions fromthe trust on at |east an annual basis.
These interests constitute “property” or “rights to property” under
8§ 6321, even though the beneficiary does not possess total,
excl usi ve, fee-sinple ownership.

The broad scope of 26 U.S. C. 8§ 6321, enconpasses “property” in
this sense, as befits that statute’ s purpose of tax collection, see
Nati onal Bank of Commerce, 472 U S. at 719-20, 105 S. C. at 2923-
24. Courts have routinely concluded that 8 6321 tax |liens attach
to other types of equitable interests. See, e.g., Southern Bank v.
RS, 770 F.2d 1001, 1003, 1009-10 (11th Cir. 1985) (equitable right
of redenption); Runkel v. United States, 527 F.2d 914, 916 (9th
Cir. 1975) (equitable interest in real property); United States v.

Johansson, 447 F.2d 702, 705 (5th Gr. 1971) (equitable lien);
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United States v. Klinmek, 952 F. Supp. 1100, 1112 (E. D. Pa. 1997)
(equi t abl e ownership of real property); Bank of Lyons v. Cavanaugh
(In re Cavanaugh), 153 B.R 224, 228 (Bankr. ND. [IIl. 1993)
(equitable interest in a land trust).”

Moreover, the attachment of the lien in this case is not at
odds with the Texas policy of respecting the wi shes of the creator
of a spendthrift trust by enforcing the trust’s anti-alienation
provi sions. The wi shes of the creator of the spendthrift trust are
to ensure a streamof inconme for the beneficiary by preventing the
beneficiary froml everagi ng present purchasing power out of future

paynments. The state may (and Texas does) think it advisable to

Texas Conmerce Bank Nat’| Ass’'n v. United States, 908 F.
Supp. 453 (S.D. Tex. 1995), relied upon by Or, is not to the
contrary. Texas Conmerce Bank involved an attenpt by the IRS to
| evy upon the interest of Ellanor Ann Fondren in a trust in which
paynments to her were left to the sole discretion of the trustee
until the year 2002. The court ruled that distributions nmade to
Fondren in trustee’s discretion did not violate the | evy because
Fondren had no interest to which the |l evy could attach. Unlike the
the spendthrift trust inthis case, the discretionary nature of the
trustee’s power in Texas Comrerce Bank neant that the beneficiary
had no property or rights to property to which the levy could
attach. And al though the trust provided that Fondren would be
entitled to future incone distributions that right was “clearly a
contingent, non-vested, and non-determ nable right” at the tinme the
| RS i nposed its |evy.

We al so note that it is not clear fromthe Texas Comrerce Bank
opi nion why the G ass City Bank and Dallas principles of tax |liens’
attachnent to after-acquired property, includingdistributions from
a spendthrift trust, would not have applied to the trustee’s
distributions to Fondren. In any case, Texas Commerce Bank does
not support Or’s contention that a vested right to future paynents
froma spendthrift trust cannot be property or rights to property
susceptible to attachnment by a tax lien
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respect the wishes of the creator of the trust by enforcing the
spendthrift term Creditors in Texas are on notice of the
unenforceability of any |loan agreenent with a trust beneficiary
that purports to grant an interest in future distributions froma
spendthrift trust. The risk of default is thereby placed on the
shoul ders of creditors who rely on the spendthrift trustee’s i ncone
stream

The governnent does not stand in the shoes of an ordinary
creditor seeking to attach distributions froma spendthrift trust.
Consistent with the inperative nature of tax collection, 8§ 6321
gives the governnent an advantage over ordinary creditors in
collection matters. Moreover, the rationale for shifting the risk
of default to creditors, who ought to examne the terns of a trust
before agreeing to accept the right to future distributions as
collateral, does not apply to the governnent, which inposes the
incone tax wunilaterally and wthout reference to spendthrift
prot ections. The w shes of the creator of a spendthrift trust
cannot overcone the governnent’s need to collect tax and a
spendthrift trust beneficiary's duty to pay tax. It does not nake
sense to permt the spendthrift trust to be a vehicle for tax
i nuni ty.

Though not dispositive of the neaning of “property and rights
to property” under 8§ 6321, we further note that Texas | aw supports
the classification of Or’s interest in the Trust as “property.”
In determ ning the ordinary neaning of the term*“property” for the
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pur poses of statutory construction, the Suprene Court of Texas has
characterized it as extending to “every species of valuable right
and interest.” State v. Public Uil. Commin, 883 S.W2d 190, 200
(Tex. 1994) (citing Wnmack v. Wonmack, 141 Tex. 299, 172 S. W 2d 307,
308 (1943)); cf. Tex. Prop. Code Ann. § 111.004(12) (Vernon 1995)
(for purposes of the Trust Code: “‘Property’ neans any type of
property, whether real, tangible or intangible, legal, or
equitable. The termalso includes choses in action, clains, and
contract rights, including a contractual right to receive death
benefits as designated beneficiary under a policy of insurance,
contract, enpl oyees’ trust, retirenent account, or other
arrangenent.”).

W are aware of authority suggesting that “[i]n enforcing
8 6321, appellate courts have interpreted ‘property’ or ‘rights to
property’ to nmean state-lawrights or interests that have pecuni ary
value and are transferable.” Drye Famly 1995 Trust v. United
States, 152 F. 3d 892, 895 (8th Cr. 1998) (citing United States v.
Stonehill, 83 F.3d 1156, 1159-60 (9th Cir. 1996); Inre Kinmura, 969
F.2d 806, 811 (9th Gr. 1992); In re Terwilliger’s Catering Pl us,
Inc., 911 F.2d 1168, 1171-72 (6th G r. 1990); 21 Wst Lancaster
Corp. v. Main Line Restaurant, Inc., 790 F.2d 354, 357-58 (3d Cir
1986); Southern Bank v. IRS, 770 F.2d 1001, 1005 (11th G r. 1985)),
cert. granted on other grounds, 119 S. C. 1453 (1999). W think

this test takes an unnecessarily narrow view of the scope of
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8§ 6321. In particular, we know of no controlling authority which
conpel s the conclusion that transferability is a necessary i nci dent
of “property and rights to property” under the statute. |ndeed, a
persuasive scholarly treatnent of the question cones to the
opposite conclusion. See Note, Property Subject to the Federal Tax
Lien, 77 Harv. L. Rev. 1485, 1485-87 (1964).

The terns “property and rights to property” have no statutory
definition. This Court has noted in the past that in crafting the
tax lien statute, “Congress did not attenpt to define the
commercial cosnps. Rather, it was perfectly wlling to let
contenporary transacti ons be anal yzed to determ ne whether or nor
the delinquent taxpayer had any part of a bundle of rights of
commercial value, to which the tax lien would then attach.”
Randall v. H Nakashima & Co., Ltd., 542 F.2d 270, 278 (5th Gr.
1976). And it bears repeating that the Suprene Court has hel d that
“Congress neant to reach every interest in property that a taxpayer
m ght have.” National Bank of Commerce, 472 U S. at 719, 105 S.
Ct. at 2924. Each case requires individual consideration, and we
concl ude that despite the nontransferability of a spendthrift trust
beneficiary' s interest inthetrust, Or’s interest still possesses
sufficient characteristics of “property” or “rights to property” to
fall within the scope of § 6321.

Wth reference to Texas | aw, we conclude that at the tinme the

liens were filed, Or possessed equitable and legal rights to
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future incone distributions from the Trust. Wth reference to
federal |aw, we conclude that those rights constituted “property”
or “rights to property” subject to attachnent pursuant to 8§ 6321.
Because the federal tax lien attached to Or’s rights to future
paynents at the tinme of the filing of the lien, Or’s subsequent
bankruptcy does not affect the validity of the lien against Or’s
equi t abl e ownership of the Trust and | egal right to receive incone
distributions from the Trust. The tax lien is therefore valid

agai nst future incone distributions.

| V.

In sum we conclude that we nmy exercise appellate
jurisdiction in this case. The subject matter of the appeal is a
discrete issue wthin alarger bankruptcy case, which was presented
in the context of an adversary action between the parties. The
order of the district court settled the sole issue in contention.
Jurisdiction is proper under 28 U S.C. § 158(d).

Furthernore, the IRS has a valid |ien against future incone
distributions to Or from the Trust. Under state law, O
possesses an equitable interest in the trust corpus and | egal
entitlement to future inconme distributions fromthat trust. These
interests constitute “property” or “rights to property” to which a
26 U.S.C. 8 6321 tax lien nmay attach.

AFFI RVED.
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