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JAMES E. NORTOM, (Mrs,) RUTH A,
HARGLS , wOODSUN ALLEN, #ALTEH
$. MARGAS, and THONAS M, JORDAN,

20th in nfs capacity as legateon /t?
and Anctllary Executer of the Q§
festate estale of Lhe vecessed \
Lionel U. Hargfts, &)
fetittoners, Jpc
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This !s an appeal from a deciston of the respon~
dent Collector of Internzl Revenue, dated January 11,
1955, denylng petftioners' request for exenptfon irom
paynent of Tnherftance Laxes anc penalties allegedly due
froa thea In the total amcunt of v147,192.19 and the re-

-~
fund of the fuharitance Laxes already patd oy set?tioners,

Buth A, Hargfs, Voodsen Allen, Walter 5, Hargts and
Thomas W, Jordan fn the total sum of #25,71%,53,

There s no dispute as to the facts of this case,
boih parifes having subaftted an agreed stfpulatfon of
facis,. v

it appears that the petitfoners herein, with the
exception of petftioner Thomas i, Joxdan, are the helrs
of the deceased Ltonel D, MNarg?s, an Amerfcan cft?zen,
restdent of San Franctsco, Caltfernfa, whe dfed on or
about April 13, 19952 at Oekland in the same state. The
petitioner, Thomas M, Jordan, s not an hefr but wersly
& legatee and the ancfllary executor of the testate

14 ,  we
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estate of the deceased Lionel D, Hazgis in the Fhilip-
pines,

ihe Mum*r. leit personel properties in the Fhile=
ippines consisting mostly of shaves of slocks and equie
ties o Ihilipp'ne corperetions or n other words, ine
tangible personal properties orfgfnally assecssed &t
F934,T0R.59. However, upen request of petfttonaxs, duw
revision oi the assessed value of safd propexifes :au
made by the respeondent snd the sane was reduced o
$927,835.07. | _

Cn the er'gfnal assessaent of 934,752,595, the

respondent  jewanded from the petftifeners the sum of .
$88,270.,46 s es.ate tax and the amgunt of + 165,864,235 j
#% inherftance tax. All the petftfoners pefd in full
the estate tax n the amount of VBB 2N .46 on January
11, 1954, With the exception of James E. Herton, all
the other peticionars patd thefr zespeciive share of the
fnheritance tex on April &, L¥yd4 which aaeunis o
§ 29,715,535,

 Un say 21, 1954, the respondent, pursuant to @ J
written request ol petitioners' attorney, dated iarch
23, 1954, revised and fssued an amended notlce of as~
sessment reducing the total value of the gross estate ¢
of the deceased Lionel D, Harg's n the Philipptnes
from 93,732,079 to #927,830,07,. #~ccording to safd
ssanded notice of assessasni, the estate tax due was
recenputed to "87,397.04 instead of the orfginal as-
sessment of #80,20..46. Since the petitionsxrs paid
in full the erigfaal assessment on the estate tax,
theze was Lhezelone an overpaysent of ri7L.52 whi
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they now seek to be refunded. /s to the balance of the
~ amount pald by way of estate tax smountfng to P87,397.54
the petftioners have not questfoned the seme n this Pp=
peal,

Accordfng to the revised assessment, there Wisy
however, a deffcfency fnherftence tax, iur:hargl.zln-
terests and penslty due from the hefrs and legatee of
the deceased Lionel D, Vargfs, amounting te F147,192.19,
after crediting the previous partial paysent of
$25,715.53 wade by the four petittoners on the orfginal
{nheritance tax assessment,

On June 11, 19%4, counsel for the petitfoners cone
tested the assessment made on May 21, 1954 oy the respon=
dent on the ground that his clfents were exempt from the
payment of inherftsnce tax en the tresnswuission of the
intangfble personal properties In the Fhilippines of the
deceased Lionel D, Hargts, by virtue of the reciprocity
provisfons of section 122 of the Natfonal Internsl Ree
venue Code. At the same time, counsel for pet!t’oners
8lse requested the refund of the sum of #25,715,53 already
paid as Inheritance tax by four of his clients. This

elatm was denfed by the respondent *n a letter deciston
dated Januaxy 11, 1995, wherein the latter refterated his
demand for the payment of the sum of P147,192.19 as defie
ciency *nharitance tax, surcharge, Tnterest and penalty,

G Febpusry ©, 1955, petftioners brought on appeal
to this Court satd dectsfon of the respondent pray‘ng
among other things that;
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(2) That the petftionars be declared

exeapt from the payaent of the Tnherftance taxes

and po:lu*u assessed agafnst thea Dy the rese

4 {3! :::t s decfston be rendered requirtng

the respondent to refund to the petftfoners the

(a) overpa of 7872,92 which had been cre-

dfted to inherftance tax, and, (0) the total

sun of #325,715,53 patd as ‘aherftance tax by the

tour pet'tfoners concerned,

The ma'n gquestfon to be resslved tn thfs appeal,
therefore,'s whether or not the rectproctty provisfon
of section 122 of the ~at™onal Internal Revenue Code is
spplicable to the case ot bar, A minor Tssue sought to
be answered n the present cese 1S whother or net this
ummjmm:t#utnntmmmmuth-m
of *Eﬂ.ﬂ; adufttedly an wrunt on the osh te tax,
fn view of the cendftion precedenis regerding refund of
taxes Taproperly cellected or erronecusly pa'd as pro-
vided for 'n sectfons 306 and 309 of the Nettonal Intere
nal ievenas Uode,

Un the maln fssue, respondent contends that sectien
122 of the latfonal Internal Revenue Code is not applte
cable to the Tastant case, because: (1) the term "foretgn
country®, as used therein, when applfed to the fastant
case, vefers to the Unfted States of Aserfca and not to
any parttoular State thereof; and (2) the provisions of
secton 13651 of the Hevenue and Texatfon Code of the
State of Caltidznta are not reciprocal to the provisioas
of sectfon 122 of our Tax Cede,

Sectfon 122 of our katfonal Internal Revenue Code
reads in part as follows:

17 o
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Un the other hand, sectfon 13851 of the Revenuse
and Taxation Code of tha itats of uslifornta defng fne
voked by petftfonars In support of thelr stend to the
effect that the recfprocity provisfon of sectten 122 of
our Tax Code 's applfcable to the case at bar, resds
as follows:

"sec, 13051, Lxamptfon of ntangtole
personal property; Gonditions; .Meciprecal
Eroﬂtu-:s;- L:ht:nLMt pcr::nu 'ip:t:pnty

s exoapt from x faposed by 3

ff the decudant st the L‘:ﬁ of his mm
@ resfdent of a3 Tazrrftory or another State

of the Unfted States or of a forefyn state

or Gountry which thea ‘aposed a legacy, suce
cessfon o death tax n respect Lo intangible

personal propexty of 7is own resfdent, but
etthar:

(2) Dtd not fmpose 2 legacy, successten,
or death tax of any charactar *n respect to
Intangible personal property of resfdents of
‘this State; or

(o) Had 4n 2ts laws & reciprocal provie
sfon under which fntangible personsl property
of & nonrestdent was from lagecy, Suce
cossfon, or desth taxes of evaxy character b 4
the Texrttory or olther State of the Unfted
Jtates or forefgn state or country a which
:h m:idt:n:. l-u.-hli.l sfafler exswption .

n Tespec ntang? personal preperty o
restdents of the Terrftory or State of the
unfted States or forefyn state or country of
restdence of the docaedant
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A gasual xesding ef the twe provisions sbove-ciled
would readily show thet both Philfpptne and Calffornta
tax laas contatn the so-¢called rscfprecity -~ clauses
with respect to exeupi’ons Ir-::::;g *nherftanca toxes, There
SO0BS Lo De no asrguuent belween the pertfes on this pare
ticulax pofnt, The Lone of contentifon revolves nﬁ the
apgumsnt of the respoadent that 1.,11-;- reciprocity provie
sfons of the Caltfornia Law are 1'% 'ted sad confined
only to the states and territorftes of the Unfted States,
and that Calffornta s netl ¢ *forefon country' within
the purview of that term 2s used by sectfon 122 of cur
Tax Code.

The defunct Uoaxrd of Tax Appeals in 5.T.A. Case
No. 7)1, entitled “Hathan 5, Houstan vs, The Collecter
of Intarnal HAevernue," resolved s siatlar 1ssue 'n the

followtng ainner.

*Ihe Loapd does not agree with the theory _
of respondent. Esch Stete of the Unfon 15 sup- |
resie and tndependeat, It has Lis own government |
with full powers of taxetfon and to apprepriate
the revenue dertved therefrom (Cliactnnat! so
Co. v, U 5.A. Mo, ﬁb‘)i Hoskins Areos. v, O'sal
No. 637, U.S, day 3, 1937, V.L.J, 194%), Sec-
tion & of the lsw of Call’foenfa categorfcally
mantfons 3 forefgn state or coaniry Lestdes the
states and territortes of the Unfon and therefere
the appltcatfon of satd law s not only confined
to the states and terzftortes of the Unfted States
but 2ls¢o to s forelgn country ‘n connection with
the fmpesttionof tax o Intang?thle persanal pro-
m’t}v of 2 decedent rec?ding in a forefgn state,

ast that the atate of Caltfezn’a has no
treaty with the Fhilfppines beceuse such powers
fs lifafted only to the Unfted itates, does not
render nugatory the effectivity of the rec?
provistons of Lhe laws of Calffornts and the Fhil-
fppines 'n regards to taxatfon, For the purposes

ore of the applfcatfon of the rociproefty
proviston of sectfon 122 of the Tax Code, the

———— — e
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state of Calftipania does not fmpesa ‘nherftancs
tax on the ntang?ole personal property of 2 de-
cedent citfzen of the rhilippines who leaves
propertfes in Calffornfa, under the reciprocity
provisions of sectton 17‘5 of our Tax Code, no
fnlerftance tax should also be fapesed upon the
fatangiols propecty lett by the deseased Alea
Elfzabeth Blagk,”

This Court hes adopted with approval,the abéve-cuoted
suling of the defunct Board of Tax Appeals In the recent
BeloAs Case No. 181 entfiled ™ .,--.ﬁ'.-'-.,n’ de Lara, as .lsmtlllrr
Aduinfstrator of the Letote of luge M, Mtller vs, wellegtor
of Internal Revenue,” prowulgated by Lhis Court of Lax
Appeals on Juns 25, 1998, where'n we held:

Unéar ihe Unfted States Federal Systes,
SVary state of the Uaton 13, in 2 way SUpTa-e
end Independent, !n that esch stata, ltke Calt-
fornta, way exercise soveretyn powers of taxse
tion whtch axe mut ¢ saly granted to the
federal ament, (Cincinnags h“f “D. VS,
U‘-":“':" i '%J.. 3;1 I‘-—--—é- J\-‘E. . 'd. 122*. W
this basis, Lhe Caltifornta Inheritance Tax Act
may oe consfdered as one enforced fn a foreign
country in relation to saction 122 of the ige
tfonal Internal Reveoue Code. .4n this Tegard,
we Delfeve and so0 heold thet the petitfoner *s
entftled to an exemption from fnherftance taxes
with respect to the *ntangible persenai PIOPEre
tfes fn the Phtitppines owned by stller 2t the
thue of hts death, by viztus of the reciprocal
provisfons contatned In sectton 6 of the Calle
fornta Inheritance Tax Act of 1905 (cfted tn
BeTohy Case o, 71) affording & statler ex
tion froe foherftance texes to citizens :fng;
inflfppines, who are nonrestdents of Caltfornia,
Veiofie 8t the time of thelr death,*

We find nothing new In the arguments of the Teapii-
dent in the Instent caese, Lhet could :m#ny. us to roverse
the above-quoted ruling. llws, we repeat, the trangafse
ston of fntengible personal propexties *n the rFhelipptnes
belonging to # decedent cftizen and resident of the state
of Caltiornta ts exeapt from the peyusnt ¢f fnherttance

tax by virtue of She reciprocity provistons of sectfon 199
20 >
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and fatlure to ffle such clafm s fetal and bare reco-
very thereof. (Wee Foco v. Posadas 64 FPhil, GEO; Sommes .
jo v. Cellector of inteznal Hevenue, G.d, L=3029, July 1.::.'
26, 19%0,) The msexe fast that the respendent Collecter N
of internal HGevenue a2dmitted that there was an overpay- X
ment on the estate tox does not ipgo fagto entitle the X
taxpayexr to 3 refund of sald overpayment. Following '. :-_‘
the provistons of ocur [ax code on refunds, the taxpayer |
must ftle with the Collector of intesnsi Aeverue a cates
gorical recuest fn writing for the refund of whatever o
spectiffc amount he has allegedly overpatd 'n vrder that
he might be entftled to a mefund, Ihe petfifoners hesetn
have utterly f31lod to take such & step with regerds to |
the everpaymont on the estate tax fn Lhe emount of ¥872,92
and therefore this Couzt s witiwui jurfsdictteon to order
the refund of the afozesatd sun,

IN ViEw OF THE FORBGOLNG, we hold that all of the

petitionars herefn are exespt irom the payment of fnhee
‘ritance taxes, surcharges and penalties — szatnst
tham by the respondent., The decisfon of the respondent ;
appealed fxos Tn this respect 1s therefore reversed,

ihe petittoners' claim for refund of the amount ‘
of »872,92 13 hereby disatssed for lack of jJurfsdiction. |

ine respondent vollector of Internal Aevenus (s _
hereby ordered to refund to the petfiioners Huth A, Hazgis, @
woodson Allen, “alter 5, Hergts and Thomas &, Jordan the 11
amount of »25,71%,53 which they petd as tnherftance tax '
on the transufssion ef fntangfbie personal pwoperties in
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