'nE“PUBLIE OF THR PHILIPPINES
WURT Uk TAX APPEALS

MANILA
DOUGLAS FISHER and
BETTINA FLoii D,
Plaintiffs,
A liA GIVIL

- wm = M' -"Jl Ej}“
THE COLLEGCTOR OF LilLiwik [{3«9

» Ueiendant, q(gl( &Wu G‘Q'

B i i i w (m*__zmw L1606, -
low. )(‘J/‘/'IQM J

EBREC 13 JON

This is an 2etion eriginally braught before
the Court of First Instance of Manila by plaintiffs
Douglas Fisher snd Bettina Fisher, assicnees of
Bestrice Heuricis Stevenson, for the purpese of
sesovering the sums of +4,622,54 and #10,875,28
respectively representing a ange,
taxes alleged to have been illagally cellected by
defendant Collector af Internsl Revenus [rom the
assigner in her capacity ss sole heiress of the de-
cessed Walter G, Stevenson, Fursuant te Section P2
of Republis Act Mo, 1125, this case wes remanded te
this Court for final dispasition theresi,

Walter 4., Stevenson, bern in the FPhilippines
on August 9, 1874 ai british parentage, was sarried
in the City of Manile in 1909 to bestrice Msuricis
Stevenson, another oricish subject. wuring their
warriage and while residing in the Fhllippines, the
spouses acquired real snd personc! ~roperties which
axe described hereunder and with correspondinc values
thereof 88 claimed Ly plaintiffs:~
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Twe parcels of land situated
in Sagiilo covered oy Transe
fer Cortificata of Title No,
3" sad Transfer Certificate
of Title Neo, 379 af the Re=-
"M of Deeds & 3aguln ceee $43,220 00

B, PERSOSAL FROPERTY

Reseription Value
mﬂ shares of stosk ia

Ing, © %0,10 1»5‘:’-?1 . ¥ 42,000 400

177 mloi nnlxg the
Cansceao Estates, »
' ’m.w ....'D'..bhi:.'.l.-.. l‘mm

Cash credfit with Canacnp
lm. m. I EZE I AR R ZRE W N ‘.m-“

Gash with the Chartered Bank

TOTAL OF "A* and *53% ,..... #92,992.85

On May 10, 1945 the spouses left the Fhllippines and
sstablished their peruwenent residence in Jan Fraancisco,
Californie, U.i.A, |

On March 22, 1947 2alter 0. Stevenson executed
his last will 2nd testasent at San francisce, Califor-
aia, wharein he instituted his wife as his sele helress.
The spouses did not execute any ante-nuptlal agreemsent
covering thelr property relations although oa May 18,
1949, in California, they drew up & deed of joint te-
nancy.
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On February 22, 19%1 Waltex G, Stevenson
died in San Francisco, Califdenla, survived by his
wife Beatrice Haurisis Stevenson, In due tise, his
will was duly probefad fa the Superier Court of the
Stake of California in ang for tha City snd County
of San Frencisce. On way 22, 1951, ancillary ad-
siaistzetion provsedings ifor the settieaent of the
detedent®s estate in the Philippines ware ‘nstituted
in the Court of Firet Instanse of ranila, Ihe will
of - tovanson was than duly asduitted to prodate here
on Jme 25, 1951, m'llum&unl wan @owointed
88 ancillary sduinistxetow.

Cn July 14, 1931 & prelistinexy estats and 4n-
hewpitanse tax retura (Hahikie "E¥, Huhieit "2, p.
22, BIZ yuc.) was illad on bahalf of Stevenson's
estate ad Lhe propesiy Jwielin dessribed were AP~
preined at values slleyedly cvieinisy Sis meaths
after dosth (Baliuil "5, pe 7, MR veS.). It ap-
ponrd Lhat tas redesa for filing the preliaisary ye-
turn was Lo sasuve defendani's walver of the Failip-
plae gstate and iohavitancs tases correspondingly
due and payable on the 210,00 shares of Alndsnse
dother Lode Wines, Inc. the etock sertificetes of
whish were then held ia the united States and trans~
for of the saue souyht to be made therein, Frow the
informeation contained in this “prelininary® setura,
the defeadant assessed the eetaste and inheritance
tanes due from decedent’s estate accepting the voluse
tion of the pevaonal propertins &9 declaved dut ap-
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praising the real esteste situated in Boguio and fime
ing its falr mexrkelt velue a2t #52,200.,0C. The defen=
dant also allowed L. full the deductionsclalued oy

the estate consisilng of funeral expenses in the
et of F2,000.,(0 and Judlcial expenses iu the aucunt
.,‘ PO 0000, The ¢state and Lloheritance taxes es ‘
assessed by defencdanl were Lhe auounts of ¢S,167.98
and #10,078,35 pespectively, (Exhibit "3, pe 26,

BIR yec,.) which wore puld oy the aduninistrater on

June 6, 19352,

On September 77, 1952 an "amended" estate and
iahezitance tax retusn {Exhibit "F%, pp. 98-106G, BIR
2O8,) was filed with the Suresu of Internal Revenue
purswant to the reservatlion wade at the tise of the
filing of the "preliminary" retuvan, In the anended
soturn, the value of the 210,000 shares of stocks of
the Mindanae Mother Lode, Inc., originally declared
ot 90,32 per shaxe or ¥72,0.00 was fixed by the
ampillery aduindstrator atl 10,20 eech or #42,000,00,
The 1atter velwe was the prevailing market guetation
of Mindanao iother Lode shares at the Saa Francisce
(Califernia) Stock Exchange as of siz sonths after
the death of Stevenson. Hence, on the precise that
the steek certificates were then physically situated
in San Francisse, Lhs adulnistrutor contended that
the values thereat were controlling, Ia additieam,
the sduinistréter cloized the following deductions

ia the "smended” rolura:
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l. Funeral Expensel cceevecsscccece © 2,086,552
2, Judicisl Expances:

(a) Admintstrator®s ;

fO0S .escassnsee Fl,, 04,94
%h; Attorney's foes ., 6,000.,00
¢c) Judie and

Administrative
axpenses as at
August 9, 1952,, _1,400,00 5,604.39

g o 0
on u
properiies ciesssossssssscnnss 682.%0

“-o Clains t the Estate

of including in-
QNG IF R AP FH PO FOROOFOO RS E,Uﬂ.'ﬂ'

The Frobate Court approved and allewed Items 2-a and
2=b given above in full and as regards Item 2-¢ allowed
& mach nnt- smount of F2,052,55 (see Exhibit "AN")
slthough only #1,400,0% is now claimed by pleintiffs,
There being an alleged reduction in the value of the
taxable estate due to the changes in valuation of the
properties as well as additional deductions clained,
request fer the rvefund (see Exhibit “0", pp. 107-111,
BIR rec.) of tho excess payment of estate and inheri-
tance taxes previously paid was therefere mado by the
sduinistrater,

In the ssantime, on Decombar 1, 1952 to be

omagt, Beatrice Mauricfa stevenson, widew and sole
heiress of the decersed wWalter G, Stevemson, assigned
sll her righte, interests and properties to the Spouses
Douglas and Settina Fisher, Oa September 7, 1993, &
"second amenced® estate and inheritamse tax return
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(Exhibits “u" and "%, pp. 149-152, BIR in.j wae
filed foxr decedent’s estate incorporating mest of
the items covered in the “"Amended"™ return. In con=
nection with thit. “second amended® return, the adnie
aistrator claimed additional exemptions and deduc-
tions to wit: (1) a deduction im the amount of
$4,000.00 to which the estate of & nem-resident with
Califernia domicile is entitled citing the case of
Housman v. Collecter of Intermal Revenuwe, (8TA Case
Moo 71, August 14,1962); and (2) exemptior of nen=
intangible properties from the estate and inheritemce
taxes pursuaat to the reciprecity provisien ceatained
in Section 122 of the Naticnal Internal Reveaus Code.
In this lzat return the adainistrator c¢laimed that
the estate of the late Walter ©, Stevenson is liable
foxr the payuent only of #525,.34 and F230 .06 2s estate
and inheritance taxes, respectively, and therefore
requested for Lhe refund of the overall sum ef
#15,255,55 allegedly overpaid the government. This
elais for refund haviug been denied by defendant,
action was therefore commsnced in the Ceurt ef First
Instarce of Menila by the hereln plaintiifs, 2s the
assignees of Uealrice Mauricis Stevenson, for the re~
covexy of the said amount.

Ths issues ia this case may de summarized as
follows:

(1) ubether the estate of Stevensen
should be taxed for sstate and inheritance
tazation in accordance with the leaw of Emg-
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land of which the decedent was & subject,

upon the theory that the eatize cenjugal

property belonged exclusively to the hus-

band or whether one-half (1/2) thereof

should be deducted s share of the susviving

wife in accordance with either Philippine

or Callfornia lawsy

(2) whether or not the estate can
aveil itself of the reciprocity provision
eubodied in Section 122 of the Tax Cede for
mmd'cm-mﬂﬂo
tntangible properties from the taxable
astate;

(3) Whether or not for purposes of
estate and Inheritance taxes ghe Bagulo
properties and the 210,000 shares of stock
of the Mindanao dother Lode dlnes, Inc,.
wers correctly appraised by the Collectar
of Internal Aevenue; aad

(4) shether the "2seaded® or "second
amended” estate and inkeritance tax return
may be allowed for the purpose of claiming
the deductions not previocusly considered
by defendant, '

On the first lassue, we take note that four square
with the instant question is the case of Estate of So
Gua Jiing and Chua Chai Nge v. Cellector of Interanal
Revenue (BTA Case Mo, 191) decided by this Court on
Januery 15, 1998, In that case, respeadent Collector
of Internal Revenue assessed the estate and imheritance
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tax liabilities of the sstate of the decedent S¢ Gua
Hing oa the wheole conjugal partnership property based
en the theory that under the provisions of the Chinese
Civil Ceda, Lhe husband is the owner of Lhe entire
metrimonial property. Tha spouses, So Uua Hing and
Chua Chsi dge, who were beth Chinese citizens, were
married fn Manils an April 30, 1944 sccording to the
lews of the Fhilippines and established their matri-
monial domicile In Manila uatil February 11, 1952 when
the husband died, Mo pre-marital agreement in writing
was executed Ly thea regerding the conditioas affecte
ing their conjugal propertiy. +~l1 the persenal proper=-
ties of the spouses were acouired during the werriage
as resldents in this country with the excepliion oi the
procesds of Insurance which were paid te the surviving
wife, 2s beneficiary, after the death of the husobend,
In holding that only ene=half of the estate of So Gua
fiing should be taxed for estale and inheritance pur=
posas, this Court ruled that the property relations
of the alien spouses sihwuld be governed Ly the Fhilip-
pine Law ca conjugal partnership of gains, Secause of
its decisive eifect om the case at bar, we will quote
lengthily from the decisicas
*Sonsidering that 50 CGua and hua

Chai Ngo were married h ﬂu m:lnn

where they were doniciled 8t the Lime, and

Cousidering further that there was no sii-

E-tun betwoen thn regérding thelir sys-

of ownarship prmxtr nlat!.uns of

the spouses are ‘hm! go

ﬁ laws .Ir:i nipw A.l:l proe
es ac are

sumed to hrn ugal lnlm the

gcnl., It Is necessary to sdd
the case of I‘ll:'i-{ Vs Flﬂl. G.R. Ne. L-lz”
November 21, 19%0, mumnmw:tm
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peTt nnt theory that under the law
ina, the muscand is the owner of the

of
whels conjugal put.mﬂ'.lp property
should ::Lig voly Lo 5o Gus Ning.
.tud Lndeed, thn ruﬂ-cn-mnt cannol step

in and apply the chinese lew o the matter
under the visions of Article 124 of the
New Civil Code, specislly so when our licw
Givil Code vecaus effsctive ml Of Sdie
3, 19%. Fer the lves,
by the wr; celebration of un warriaje
and thelir fellure Lo enter into & wmarriage
settlenent reyarding their property rela-
tiens, agreed on the coatract which
the lecal laws had nade for them.*

(I‘M recora of the prosanit case Shows that the
3Stevensons were married in the Fuillppines, and ale
though there 15 no showing whether such asarriege was
porformsd ia accordasce with our laws, we would
cheose to presvse the general ruls, rether than the
axgeption, that It was selemnized Lo confaruity with
the lawi of the {orus. Wo matrisenial scttlewsnt re=-
gaading their property ralations was axecuted oy them
prier to tha sarriage and the spouses established
their satrisonisl denicile fa the inllippines until
May 10, 1945 when they trénsferred to and LDecsue re=
sidents of Califernia. All the propertles in question
ware dMquired during thelr ssrriage and while the couple
wore doniciled in the Philippines., ‘'nder the ¢ircume
stentes, the rule contained in Article 131 of the
Spanish Civil Code (Sf. awts, 116-11% New Civil Code)
spplies In that with respect te their present and fue
ture property, such serrisge is presumed to have Legh
contracted under Lhe systes of legal jenencisl parcRess

ship. )
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The pretension has heretofore bass mode that
sssexding te Article 1329 of the saue Cade, when
the husband is @ forelgner and the wife fs 2 citizen
of the Milippines, or whea beth are foreioners,
sarzied in the Fhilippines, they are presumed, in
jh abasnee of any antewwptial contract, to hove ‘
satered inte &n agresenent as regards thelir proporty
relations in sccordance with tha astional law of the
husband, Momever, in thic case no proof of the Lnge
118k low or the natienal law of ¥alter <, Stevenson
wis presented to this effect, Secause of ths slsance
of pxoof on the metter, still we have to 2pply the
pretaaption that the partinent English law is the
SanS 28 ours. (Ses Yom Ka Lim v, Coallactlor of Cuse
tans, X Fhil, 4€; Li= and Lin v. Collester of Cus-
tome, 36 Phil, 472; Lnternetionzl Havvester Co. v.
Basbupg~Amarican Line, 42 Phil, 349; Que ‘uay v, Jol-
Jestexr of Custems, 23 Fhil, 128y uicisne v, Sriws,
90 Phil. 89675 Beau v, Yatcs, 46 OFf, Saz. No. 2, p.
830). At amy reta, theve is & showing that the srl-
tish empive follows the desicillary systesn end ale
though defendant avers that the "leavel doctrine”
bas Joot faver in ingland, we would rather apply our
own lawe then Indulce in conjsctuves or suppesitlons
a8 to the provisions of a fereion law,

The fact that the spouses oventually left the
PRilippines & 1945 and established their residence
in San Prancisce, Californie, wil) met in 2ry soy
alter the situstisn Lecause In accordance with the
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doctrine of lmmutability, ence the astrisonisl re~
gime appliceble to 3 merrisge is established by the
proper law ot the tiase of the assriage, me change ia
the national ity of the partiss aner of thelir desiclile
nor of the lawms applicable will change the vested
Pights of esch of the spousss, The reason 1s to sue
curs conjugel peace and to protect the husband and
wife against their respuctive naneuvers as well as
those of their crediters. (See Estete of 50 Gua MNing
and Chua Chal Ngo v. Collecter of Interanl Sevenus,
SiREe). WNevertheless, there is evidance thet Calle
fornia recognizes the community property systen as
governinyg the property selstions of the spouses which
is similor if not fdentical to the conjugal partmere
ship 88 uaderstood in this jurlsdictisn, Thus, eves
i Califorair Lew or Philfppine lax ware to he applied
it Iﬂl ultimatel y not xetter 2s the effects rensin
the sane.

It is therefore our opinlon and we do hold thet
the oae=half shere {n the conjujel partnership pro-
pexty which boelengs o Seatrice Mourisls Stevenson
should first be deducted before ase=e¢sin; and levylag
the estate and inheritance taxes cdue on the estate of
walter G, Stevenson,

This brings us tc the guestion whether the es~
tate in questlon can avail ftself of the reciprocity
provise contained in Sectlion 122 of the National Ine
tesnnl Aeverme Code, the pertinent partlea of wlhich
reads:



13-

t-l;‘ ’ lhm FROVIDED, lhm.riﬁ't
ro shail w ubdar ®
8

character in respect of intangible

property owned by citizens of the Fhilipplacs

ast » ir lbnt foreign ”u‘fu'm

Ca the other hand, the reciprocal provision of
the California Inheritance Low provides as fellows:

“hec. 13831,

MMtnmm:lnluﬂl
& territory or another State

itstes or of 2
mmupdwn
« or death tax in to ine

pett to Eml
residents of Statey ox

() Mad &n its laws 2 yeciprocal pro-
vision uader whish intangible pssscnal pro-
:troflMﬂw:‘lmh-

successlon, Oor deata Lases every
Chanseter 18 the Tanviteny o other SCots

of the United SLites ox stats or

?mhhuwttu
intanginle mﬂ. sof residents
g‘ﬁttﬂ ar St the Uaitad
tetes nﬂa! %H&Iﬂ*
provided, )

Iha detendant slaims that tie sfovesited provie
vislions do not apply in the Instant case beceuse there
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is no showing that the spouses were domiciled in
San Francisco, Califernis, snd that the provisiens
of the Californis Tnheritance Tex Law hos been de=
ﬂ“tuh-ﬂlrmmrm.mwu
operate only smong sister states of the Americea
Unien to the exclusien of the Philippines or other
countries. In our copinion, both ayguments must fall,
It has been shown satisfactorily that the Ste-
vensons, upon their departure frem the Philippines
in 1945, secured » persit for permanent residence in
the United Gtates frem the Isalgretion and Naturalis
zatien Service, and thoy resided continuously at San
Francisee, California, antil the time of the desth
of the hushand on Fedruary 22, 1951. When Walter d.
Stevenson exacuted his 1ast will and testament in
San Frentisce, California, he declared that he was
residing therein, Having left the Mhilippines with
the Iintention te reside permanently in San Francisce,
a8 in fact they reslded pervangntly therein, the Ste-
vensons had therefore complied with the requisites
for the agquisition of a new m‘u-. to wit: (2)
inteation and (b) sctual presence., It is hardiy ne-
cessary teo 3dd that:

*"The claments nec
tion of a new domicile of

m!.:l means simply the
uﬂlhﬂnymdm Iitm

presence ie the m te
remein Yo" (Minor ‘Conflict of
Lows' , p. 115; see 2len Velllls v, Peosades,
62 Phil. m.’

gm:m-
.mm‘-
The ters
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the exemption provision of the Celifornia Inheri-
tance Tax Law does net 2pply in the present case, on
the greund that sueh oxenption was {atended only to
opexets among sister states of the Aaerican Union
and not on the Fhilippines or other forelgn ltltia;
suffice It te sy that this Court hes already recoge
nized recipregity between Californis and Phiuppim
Laws on the question of Intangible personal preperty, -
Thuss

- 3B =

*Section © of the law of Califernia

mi&nlly mentfons a foreign state o
besides the states and terri-
torles of the Union and therefore the ap-
&Bnhl of sald law is not oaly confined
the states and territories of the United
States, but aiso to & Zoreigm country in
with the imposition of tax on
@ personal propertiy of a decedent
in & fereign state, The fact that
the state of Lalifornia hes no treaty with
the Philippines Lecauss sueh powers is
1imited wniy to the united Ltiates, does not
render nugatory the effectivity of the re-
¢ipresel provisiens of ihe laws of Lalie
fernia and the Fhilippines In regards to
taxstioa, rer the purposes thepefore of
the fcation of the reciprocity provie
sion section 122 of the Tex Code, the
State of Califernia does not lupose inhexi-
tance tax on the intancible persenal proe
poxty of a decedent clitizen of the Philip-
who leaves properties in Cslifearnia,
uider the reciprocity provislons of Sectien
132 of our iex Lode, no inheritance tax
should alse be iuposed upen the intan inle
m left by the decessed Alma Elizabeth
ke® (Matham Fousman ws, Collector of
Internal Revenue, 404 ke, 71, j Norten
ve. At Gellector of Internal Revenue,
CTA Ne. Jenuary 12, 195¢,)

Further:
“Under the United states Federa] Sys-

ten, every state of the Union, 1s, in 2 wa
Supsens @md independent, in that esch stote.
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like C2lifernia mey sxercise tovereipgn
povars of taxation which are net ex-
pnn.lr anted te the federal govern-
sent. (Cincinnatl S08p “oe Ve Wadels
(1936), &1 U.5, 08, L. Bd, 11!2).
On this basls, the Califernia laherie
tance Tex Act may be considered 23 ene
in & (oxe countxy in reletion to sec-
tion 122 the Interaal Revenue
Gosde. In this gird, we Lellsve and s8¢
hold thet the petitioner is sntitled te
re inhesritence taxes with

tue of

in Section € of the Califerais Inheritance
fax Act of 1930 (cited ia BTA 71) sifoxd-
ing » similer eweaption tance
Laxes to ¢ ei ¥ ines, whe
are s of if o US A.,
ot the tise of Lhelx desth.” (Deminge de
Lare ve, Collecter of flevenue,

B.T.A, Case lo, 1‘1. June n. 1’“.1

~

And even oores

*Thus we repeat, the trmu!.um
1 properties in the
Fuilippices te & cecedent citl-
l--lmlﬁltol he State of Calie
unﬁ frow the went of ine-
h-lt-u tox virtue rec ipra=
city gnrulm of sectlion 122 of our fax
f :

2

it appesring that for purpeses of imheritance
mm, Celifornias iaw has idgenticel provisicas te
thoss contained in Gection 122 of the Nationel Intere
nal Revenue Code, Supre and further thet the ssid
Cealifornie Low iuposes no estote tax on decedent's
estate we therefore hold Lhat the intsngible propexty
of the estate of walter . Stevenson sheuld be, sad
nmmmﬂnnmmm&

rmu—--uu-mum
from the estate tax by virtus of the partinent provie
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sisns af the U, &, Fadaral Estate Tax Law which
resds

"Sec., 861, Het Sqiaty -

(&) Leduciicne allowed, Fex
the purposa of the tax value of tha net
ostate shall be delerwined in LUe cise
of 2 anon~resident net 3 citizen of the
Uanlted States, by dedusting [res the
value of Lhat part of his svess sslace
(detaralanad &6 provided in section &il),
whick at the tiams of Ris death ls si-
tuated iu the Jalted stetes.

- - b 4 &

- Muhw
of & Eﬁé' {oecliion BELl, Tit. ’

SLates wodb)e

we bellieve Lhat pleiacifiis c2anel clais tuis
ensapLion of F4L00.0 fren the estate: firstly, ve-
Chuse this 14,000,000 1s allowed undes Lhe Ve &, Fe-
deral Estate Tax Law in Che nature of & deduciion and
sl in the nature of aa exesption; secouely, Decause
this exeuption 1s allowed on 2ll jross esiaetes of
non-resldents of the United Stales, who are not ciii-
teas thereci, lrrespeciive of whetliex thare is » core
responding or simllar exsaplion {yoa Lransier ox deaih
tones ol non-residenis of the rhilippines, who are
eitirzens of the United States) and thirdly, because
this exewption s allowed on all gross estates of
not-residents, Levespective of whether it {lavelwss
teagible or intanglble, real er persondl preperiy)
so that for these reasons plalatiffs cannol claju a
recipracity, The purpose ol Lhe intangible exsaplions
granted Lo non-residentis under the reciprecit;y pxovi-
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sions of Section 122 of the satlonal iInterasl Ne-
venus Code, is svidently to reduce the durdens of
sultiple taxation, 8o cesssn to intaagitle persensl
properties wnm the wuliiple distinci relee
tionships which may be eatered Inte with respest .
thepeto. (Ses %olls Fargo BSenk v. GCellector, 70 - ‘
Fhil, 375; State Tox Comnission v. Aldrich, 316 V.o,
174; Dominge %, de Lera vs. Collector of Intenmsl
Rewvenue, 57TA 181, syows.)

As to the third issus, this Court is in accore
with the valustions aede vy defendint of the imo par-
cels of land situated {n Baguie and the shares of
steck of the Mindansoe sether Lode hines, Ins.

The two parcels of land contalniag 36,254 square
meters ware valued oy the administrator of the estate
in the Estate and Iaheritanse tax retuzas filed oy
hia at ¥43,5%00.70 which is the assessed value of said
properties. On the other hand, delendaat appraised
the same a2t #52,300,00, It is of comson kuowledge,
and this Court can tske judicial netice of i, shet
assessments for real #5tate Laxation PUEPOSES Azw very
auch lower than the trée and falr market value of the
properties at 2 given time aid plece. lu fast oue yesr
after decedent®s desth or In 1952 che seid preperties
wape sold for a price of FIL00040 and Lhexe 13 ne
showing that speciel er extraordinery ¢ircuasieaces
caused the sudden incresse froa the price of #43,%0C 00,
1f we were to accept this value ss & fair snd reasea~
able one as of 19%1l. Lven mere, the counsel for plein-
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tiffs Mimself sduitied in cpen court thet he was

'mummumwtuurmm

per sguaze meter. In the iight of these facis we
bealiswe and therefore hold that the valuation of

PO2,200,00 of the zeal estats la Sagulo aade by dee
fendant is fair, ressonoble and justified In the

preaises,

Relative to the 110,000 sharves of steck of
the Aindanso Nother wode Zines, Inc,, the aduinis-
trater himself, 1a ths estate and inheritance tax
roturas filed by his declared sald shares at 2 fair
mazket price of 10.38 per share, Accordingly, de-
fendant assessed ihe corraspending estete and Ln-
heritance Laaiws, m. s{ter the assessed taxss
were pald under protest, the aduinistretor filed an
amended astate and inheritesce tax returns on Septe
ember 2%, 1558, or ore and coe half years after the
desth of the ducedeat, this tise valuing said sheres
nnmmm.ummmnum
ware quoted ot thael price in the San Fresdisco Stock
Emghange six soaths after the death of the testeter,
and thet the shares were physicelly located at the
the denicile of the decedent in San Franmeisve, Calie
fornie.

N:mmn{manwuum.(u
should not leose sight of the fegt thst the Adindanso
sother Lode ddlies, inc., is & domestic corporation,
organized and existing under the laws of the Philip-
pines. The principsl plece of business of the corp-
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sxetisn 18 located in the City of Manils, Philipe
pines, and the sald company extracts geld and other
valuable uiseral products frem FPhilipplise seil. The
shares of stock of the compony were slss quoted st
the Manils Stock Exchange 2t 0,38 per share six
senths after the date of tho desth of the decedent,
Fer purposes of taxation the shapas of stock heve 2 Situs
ia the Philippines (#ells Favgo Denk v. Collector, Supra)
and consequently, it is but preper thet the market uo-
tation in the ¥anila Steock Exchange of #0,38 should be
fellowed and not the cuotation i the Gen Francisse Steck
l-l-p.‘j

We now procecd i3 the last issue. On the besis
of prelisinary return, defendant allowed 35 daductions
funerel expunsas of +*2,000,00 sad Judigisl a3ad adainis-
tration ewpenses of 95,500,00, In the susnded returns
other deductlon were olicged., Ne evidencs had Lean
prasented se a5 to fix the funeral expenses 3t P2,086.52
88 claimed. In view thereol, ws see 1o ressen to siter
the deductian for funeral expensaes provieusly allowed
by defendant. /s yegards the Jjudiclal sapenses in the
amount of *8,604,39, we note that this had baen duly
allswed by the probate court apd we fiad ao dasis fer
depariing fres such fincings. Moreover, since the ine
cresse of obligatisns were incurred sfter payneal of
the estate and inheritance tax and Lhe expenses duly
allowed by the Court, the plasntiffs ahould oe ene
titled teo the restitution of the preparticasl part of
the toxes paid as suthorized by section 00 of the
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Naticzel Iateraal Revenue Code, the flling of the
ssended return beling sufficlent for the purpose of
this zule. GCensequently, we fisd thet the sma of
$8,004.39 should be allowed as judlcial expenses
instesd of #5,00,00, As regirds the other desduce
tiens consisting of real estate tax and claiss
against the sstate paid, we find nothing ian the
zeserd to show that these had been sllowsd by the
probage Ceurt in the Fhilippines fer the paymeat
thereof or that they are in fagt valid clains, Jere
over, wo antertain coudt whether the clala agalnst
the estate of V10 ,022.47 say ke propecly allowed as &
deduction considering that this wes sllegedly #n in-
debtedness on the stecks in the Jladsnac dolher Lode,
- Ing. whish propertieos we are mot laclading here for
inheritance tax purpeses (Uescals v, Administrador
de Reatas Iaternss, G.N, L-7203, wexch 26, 19%6.)

In fine, we are of the oplaion and so hold that:
(a) the ene=balf (1/2) shers of ihea surviving spouse
in the conjugal partnership propearby 48 dlulcisicu uy
the obligations properly chergesble to such property
should be deducted from the netl estate of the deceased
Walter G, Stevenson, purseant Lo section B9« of Lhe
Natienel Inteznal Revenuo Code; () the intangible
personal property selonging te the estate of said Jte-
venson is dxeapt frou isheritemse tax, purssant te
the proviso of sestion 122 of the Astlonsl Iateraal
Revends Code in relatien to the Californis laheri=-
tance Tax Lam dut decedani's 2siete Is met entiktled
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te an exemption of #4,000,00 in the computation of

the sstate tax; (c)for purposes of estate and in-
haxitance texation the Saguio real estate of the
spouses should ke valued at #52,200,00, and the

210 ,00C shares of stock 1n the Mindanaso Mother Lode
Minss, Inc, should be appraised at 10,38 per nhm;‘
l’ﬂ {d) the estate shall be entitled to 2 deduectinn of
P2L00,00 for funera]l sxpenses and Judicial axpenses
of §8,604,.39.

RMHEREFORE , the defendant Collecter ef Internal
Revenue is hereiby orderod ¢n refund to plaintiffs
Douglas Fisher and Bettina Fisher the asmount of
#13,961.71 repressnting estate and inheritance taxes
eXToReously collected computed as follows:

Sxose Foiate

= 2 parcels eof
i9 covered by
.f-‘.-l'q Nos, 378 and 379 cesese ¥ 52,200.,00

Eersonal ixmopezty

1) 177 shares of stock of

Canacao Estate at

'mﬂ m (2R SR E AT RN 1.?mﬂm
2) 210,000 shares of stosk

of iindanao Mother Lode

Mines, Inc, at 0,38

per ssoesnbOIERETES 19 o800 ,00
3) Cash g¢redit with Canscao

..m * enassdenBRse "ulm‘m
4) Cash with the Chartered

Bank of India, Australia

& China AT R Y ) ___M

Total Urpss ASSets =eeswees | 139,492.85
Lesss Deductions Claimed

1) Admainistrator®:
189 sensessenss Ll, 04,54
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2 Mw
, oocttivu:ao 'I"'m
3) mm

adainistrative

CAPFIIER sovvee
lotal Veduotions weeesweane 3,290 03

- 1430,250,5

Lut Ystate

j:l‘t‘:. ate ta -f
sul, o & X out o
"nmmf

n“lﬁ'm.% ek ‘ seesrmnnen M

Total Lastate Tox Due cevessssnsecse F ljm.“
Lstate Lax pald par Fetuls secesss __m

Estate 5% Tefundadle =memeeveemes | 3,764,434

m s EIOFagiogE EgEER BABERAE r “.u'ﬁ“
Less Estato LXK ssevscessnsnnsnsve __ dadBi 04
03,7944

Lgss: Exesptien for value of

intangiale personal

proparty -

1) 177 shares of
stock of Cana-
gio Estate at
ft”.ﬁ’“ lﬂh -.J‘ 1. ?mﬂ-

sheres

of stoek of
Eindanac

smhafiat’,

2)

Jt:rnud spouse’s
property fm-: B81E) sececnvenees A0, T65.00

Amount subject to inheritaace Tax ¥ ﬂlnﬂ“

Inheritance tax due on ADOVE <.+ ___m

fotal Inheritancae tax du® ..eoveee | 677.78
Inheritance mmummm o A0 ES

Inheritangce tax rafundibls e—ww- .w
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REPUBLIC OF THE PHILIPPINES
COURT OF TAX APPEALS

MANILA

DOUGLAS FISHER and
BETTINA FISHER,

Plaintiffs,

MANILA CIVIL
- Versus - CASE NC, 23029

THE COLLECTCR OF INTERNAL L
REVENUE ,

Defendant,

x‘.-n---~-------x

CONCURRING AND DISSENTING OGP INION

I concur in the foregoing opinien of the maje=
rity, except the portion thereef which helds that
®"the intangible personal property belenging % the
estate of said Stevensen_is exempt from inheritanse
tax, pursuant to the proviso of section 122 of the
National Internal Revenue Code in relation te the
California Inheritance Tax Law," Section 122 of the
Revenue Code provides -

"That ne tax shall oe ¢ollected under
this Title in r s ect of intangible per-
senal property if the decedent at the
time of his death was a resident of a for-
eign country whiech at the time of his death
did not impcse a transfer tax or death tax
of any character in respect of intanginle
personal property of e¢itizens of the Phil-
ippines not residing ia that foreign coune
try, or {(b) if the laws of the foreign coun-
try of which the decedent was a resident at
the time of his death allow a sinilar ex-
omption from LTans ¥

h respect o?"fntangté e
p perty owned Ly citizens of the
Philippines not residing in that foreign
c¢ountry.® (Underscoring supplied,)
In erder that intangible personal property site
uated in the Philippines belénging to a deceased who

was a non-resident at the time of his death may be ex-
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empt from transfer taxes or death taxes, it is essen-
tial that the foreign country of which the deceased
was a resident at the time of his death (1) did net
impose & transfer tax or death tax of any character‘
in respect of intangible personal property of Phil-
ippine citizens not residing in that foreign country,
or (2) allowed a similar exemption from transfer taxes
or death taxes of every character in respgct of intan=
gible personal property owned by Philippine citizens
not residing in that foreign sountry. It is admitted
that the State of Caliiornia imposed an inheritance
tax at the time of deatir of the deceased Walter G.
Stevenson, who was a resident of said State., There-
fore, exemption from any transfer tax or death tax ef
intangible personal preperty in the Philippines ef the
deceased <Jalter G, Stevenson may net be claimed under
the first portion of the proviso quoted above., It
remains to be seen whether exemption may be claimed
under the second portion of the provise.

The second portion ef the proviso of Section 122
of the Revenue Code, queted above, requires as a con=-
dition for exemption from transfer taxes er death taxes
of intangible personal property eof a deceased non-re-
sident that the fereign country of which the deceased

was a resident allowed 2 similar exemption from transfer

Laxes ox death taxes of every eharacter in respect of
intangible personal property owned by Philippine ¢iti-

zens not residing in that fereign ceuntry. 1In the in-
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stant case, the Califernia law grants reciprocal ex-
emption only with respect to the inheritance tax for
that is the enly transfer tax or death tax that it
impeses. The Federal law of the United States ime
poses estate and gift taxes and said law authorizes -
né exemption on the basis of reciprocity. The State
of California is, therefore, in no position to grant
rociprocal exemption with respect to estate and gift
taxes, Our law does not recognize partial reciprecity.
It grants reciprocal exemption, in clear and specific
terms, only if the foreign country whose law is in-

veked allows a_similar exemptien from transfer taxes
er death taxes of everv eharacter, which means the
estate, inheritance and gift taxes impesed by Title
I1I (Sees. 85-122) of the Revenue Code, The Calie
fornia law certainly does not grant a gipilar exemp~
tien.

Moreover, the opinion of the majority that re-
ciprecal exemption may be granted enly with respect
te the inheritance tax does not meét the requirement
of the California Inheritance Tax Law, which provides:

{-11tle O O intangib.ie

tions; Reciprocal
‘ e personal property
] impesed by this part
if the decedent at the time of his death
was 2 resident of a territory or another
State of the United States or of a foreign
state or country which then imposed a le~
gacy, swscession, or death tax in respect
to intangible personal property of its own
residents, but either:

X b X X
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(b) Had im its laws a resiprecal pro-
vision under which intangible

<rvpcrty of a non—rcsident was gxempt from

1f the trr ory or o.u' £
lnitod States or fore state or
in which the non-resident resided

an w in respect to
intangible personal property ef residents

of the Tcrritcry or State o the United
States or fereign state or country ef re-
sidence the decedent.® (Underscering
supplied. =
The reciprecal exemption preovided in the Califernia
Inheritance Tax Law requires as 2 cenditien fer the

allowance of ounnptioﬁ'that the foreign law allow a

taxes of every character. If the opinion of the maj-
exrity that we may grant exemption from the inheritance

tax in respect of intangible persenal preperty in the
Philippines owned by residents ef California and deay
exemption frem the estate tax (Sec. 85, Nat. Int. Rev.
Code), then Califernia may net greant amy exemption in
respect of intangible personal psoperty eof Philippine
citizens net residing therein because its law requires
that the Philippine law must allow gimilar exemptjon

zacter. Like the Philippine law, the Califernia law
does not ebviously recognize partial reciprecity. The
result would be that whide we would be exempting re-
sidents of California frem inheritance tax on their
intangible personal preperty im the Philippines, our
citizens not residing im Califernia might not be al-
lowed a similar exemptien under the Califernia law,
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I do net believe that such a result is in keeping
with the spirit and purpose of the reciprocity pro-
visions here invelved,

FOR THE FOREGOING CONSIDERATIONS, I am of the
opinion that the reciprecal exemption from transfer
taxes or gift taxes provided im Section 122 of the
Revenue Cede dues net apply te intangible personal
property in the Philippines owned by a resident eof
the State of California, such as the deceased Walter

G.Stevenson,

@W
ROMAN N, UMALI
Associate Judge
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