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Title:
The Collector of Internal Revenue vs. Douglas Fisher and Bettina Fisher, and The Court of
Tax Appeals (Estate Tax Case)

Facts:
Walter G. Stevenson, a British subject born in the Philippines, married Beatrice Mauricia,
also British, in Manila. They moved to San Francisco, California in 1945 and Walter died
there in 1951, leaving an estate with assets in the Philippines. Ancillary administration
proceedings for the estate began in Manila. Ian Murray Scott, the ancillary administrator,
made a preliminary estate and inheritance tax return, which was later amended to seek
revaluation of assets and additional exemptions.

The Collector of Internal Revenue assessed estate and inheritance taxes, which the estate
paid but later filed an amended return seeking a refund of a purported overpayment. The
estate  availed  itself  of  reciprocity  provisions  under  Philippine  tax  law  to  assert  tax
exemptions on intangible personal property inherited by a non-resident alien and claimed
certain deductions. The Court of Tax Appeals partly favored the estate, resulting in both
parties appealing to the Philippine Supreme Court.

Issues:
1. Whether Walter G. Stevenson’s estate must include the share of his surviving spouse as
part of the taxable net estate under the conjugal partnership law.
2. Whether the estate of Stevenson can claim reciprocity exemption under Section 122 of
the National Internal Revenue Code (NIRC) in relation to California’s Inheritance Tax Law.
3. Whether the estate is entitled to a deduction under the U.S. Federal Estate Tax Law in
connection with reciprocal tax exemptions under Section 122 NIRC.
4. Whether the valuation of the real estate properties and shares of stock used for tax
purposes was correct.
5. Whether the estate can claim deductions for judicial and administration expenses, funeral
expenses, real estate taxes, and indebtedness incurred by the decedent.

Court’s Decision:
The Philippine Supreme Court upheld Section 89(c) of the NIRC which provides that in the
absence of an ante-nuptial agreement, a conjugal partnership is presumed, hence half of the
marital property was deductible. The estate was not entitled to a reciprocity exemption from
inheritance taxes because of the lack of complete reciprocity between Philippine law and
California law as well as federal U.S. law, which did not recognize reciprocal tax exemptions
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for non-residents. The deduction under the U.S. Federal Estate Tax Law was disallowed as it
pertained to deductions, not exemptions. The valuation of the real estate properties and
shares of stock were affirmed at higher values than those reported by the estate. The court
agreed with the disallowance of the claimed indebtedness deduction and affirmed various
other deductions based on the Tax Court’s decision, including the additional allowance for
funeral expenses. The claim for interest on the overpaid amount was denied.

Doctrine:
This case reiterates the principle that the determination of a foreign national’s conjugal
partnership is influenced by their national law when no ante-nuptial agreement exists and
acknowledges the “processual presumption” that foreign laws are the same as Philippine
laws in the absence of proof. Furthermore, it establishes that reciprocity in tax exemptions
must be total and not partial, and the principle that specific statutory provisions are needed
for a government to be liable for payment of interest on tax refunds.

Class Notes:
1.  Conjugal  Partnership  Presumption:  Under  Philippine  law,  without  an  ante-nuptial
agreement, spouses are presumed to adopt a conjugal partnership.
2.  Reciprocity  Exemption:  Total  reciprocity  is  required  for  claiming  exemptions  under
Section 122 of the NIRC; partial reciprocity is inadequate.
3.  Estate  Tax  Deductions:  Deductions  related  to  the  U.S.  Federal  Estate  Tax  are  not
implicitly allowed on reciprocity grounds.
4.  Valuation of  Assets:  The fair  market value of  assets is  assessed at  the time of  the
deceased’s death and not based on speculative future values.
5. Deductions Allowable: Proof of expenses such as funeral costs, judicial and administrative
fees, and real estate taxes is necessary to claim deductions.
6. Proof of Foreign Law: Foreign laws must be duly proven in court; they are not self-
proving.
7. Legal Interest on Tax Refunds: The government cannot be required to pay interest on tax
refunds in the absence of a clear statutory provision directing such payment.

Historical Background:
This case reflects the legal complexities arising from the settlement of estates involving
foreign nationals, the intricacies of international tax law, and the application of reciprocity
principles. It underscores how changes in tax laws and international relations can impact
legal interpretations and the enforcement of existing statutes. The decision occurred at a
time when Philippines tax law was undergoing scrutiny and development, emphasizing the
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significance of national sovereignty in tax matters.


