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DISTRICT OF COLUMBIA,

.

Respondent.,

OQOPINION

This case involves the petition of the Regents of ths
University of Michigan who appeal from a decision of the Revenue -
Division of the District of Columbia Finance Office which denies
their claim for interest on the refund of taxes. The answer

of the District of Columbia opposes the cléim.

THE_FACTS_OF THE CASE

The late Florence T. Spaulding, a resident of the District
of Columbia, by will dated November 13, 1958, bequeathed the
rcuiuue of her estate in trust to the University of Michigan.
She directed, hoﬁéée;:.ggé; fhéﬁﬂef'inéomé'from this trust
would first be paid to her husband,‘Tﬁomas M. Spaulding, during
his lifetime. After his death, the net income would be used
by the Regents of the University of Michigan to proﬁide
scholarships at the University of Michigan for "students of

the Caucasian Race".
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Mrs. Spaulding died whilce domiciled in the Distfict of
Columbia on July 10, 1967. Pursuant to 47 D. C. Code 1606,
decedent’s husband filed a six-month District of Columbia
inrceritance tax return which included the assets bequeathed
uader the trust. In computing the tax due, Mr. Spaulcing .

listed the interest in the appointed assets which'passed to
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the University of Michiy.un as “"entirely exempt“ from C. K

1nheritance taxes and showed no tax payable as to the University's’

share.
¥ .
) Upon review of the six-month return the District disallowed

' the claimed chgritable exemption for the amounts passing to ',

the University and assessed inheritance tax against Petitionerts
i

share in the amount of $2,746.38. That amount was paid on

April 18, 1968, by check marked "under protest".

On his final D. C. inheritance tax return, Mr. Spaulding

again listed the interest of the'University_as "entirely

| exempt”, and the return showed no tax payable as to the Uni-

versity's share. The District again disallowed the claimed
charitable exemption, and on January 9, 1969, assessed inheri-

tance taxes upon the University'’s share in the amount of

$154,957.30. On January 13, 1969, the University paid that -

amount under protest.

The Regents of the University of Michigan then filed an
action in the U. S. District Court (Civil No. 256-69) against
Thomas M. Spaulding and the Riggs National Bank -of Washington,
D. C., as executors under decedent's will, ;nd against Thomas M.
Spaulding, gdwina T. Haggard and Sarah T. Brooks, as next of.
kin and heirs at law of decedent. By judgment dated May 20,

1969, the District Court ordered,

" « .« that the -words 'of the Caucasian-

tace' appearing in Item VI. of the Will of

Florcence Tucker Spaulding, deceased, be-and ) .
‘the same hereby are declared null and void. ' .

and of no force and effect, and that said

words be and the same herecby are struck from

the Will as of the date of said deccdcnt'e

death, pro non scripto. . .

on October 28, 1970, Petitioner filed claim for refund,
with interest, of said inheritance taxes which hggppeen paid
to the District of Colunbia under protest on April 18, 1968,

and January 13, 1969,
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By cbeck dated November 27, 1970, Respondent refunaeq to
Petitioner the said inheritance taxes in the amount of'$l?7.703.68
plus interest at 4% thereon from October 28, 1970 to'Nov%mber
27, 1970 (amounting to $518.48).

On Febqrary ;. 1971, Petiticner filed a claim for interest "E
on the amount of inheritance taxes refunded from April 18, 1968 '
and January i},,l969 to October 28, 1970 (amounting to $ll,4l7¥73). '

Petitioner's claim for interest was denied by Respoﬁdent E | J
on February 25, 1971. ' | '
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Petitioner%s arguments may be summarized as follows:
l. Since the amounts paid by the University under protest .
on April 18, ;96§_and January 13, 1969, were assessed and : J
=" pald -as a deficiehcy or as an additional tax, interest at ‘
4% yearly must be paid "from the date the overpayment was
paid until the date of refund."” 47 D. C. Code 2413(i) (Supp.
vV, 1972). ‘ S
2. Congress has expressly definea *deficiency” for D. C.
tax purposes as the amount by which “the tax imposed . . . .
as determined by the assessor exceeds the amount shown aa .
”ﬁhe tax by the taxpayer upon his return . . .", 47 D. C.
j? Code 1551b, 1967 ed. Congress, therefore, clearly intended ' %
-, interest to run during the whole period that a taxpayer has ” ‘ E
|

surrendered amounts at the District's insistence and over the

- 1/ rAny other provision of law to the contrary notwithstanding,

if 1t is determincd by the Commissioner or by the Superior

Court that there has bcen an overpayment of any tax, - : i
) whether as a deficiency or otherwise, interest shall be T

allowed and paid on the overpayment at the rate of 4 per

centum per annum from the date the overpayment was paid

until the date of refund, but with respect to that part

of any overpayment which was not assessed and paid as

a deficiency or as additional tax interest shall be

allowed and paid only from the date of £iling a claim

for refund or a petition to the Superior Court as the

case may be.*
L)
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taxpayer's protest, where those amounts are refunu.d as not
due. See also H.R. Rep. 1977, 82nd Congress, 2nd Session

2/
(May 22, 1952).

3. The District, according to well-seasoned Constitu- .
tional principles and numerous case authorities, should
have declared the purported racial restriction in decedent's
scholarship bequest as null and void. The Internal Revenue
Service, in determining federal tax questions, does not rely
on state court decisions but makes its own independent

finding of the law and facts. (Commissioner v. Egtate of

Bosch, 387 U.S. 456 (1967), and the District likewise could
3 ' - ) .
do so.

4. As a matter of policy and fundamental fairﬂass,
if a taxpayer immediately alerts the Diétrict that the taxes
may later be refunded, so that the District does nPt knowingly
count on such taxes aé collected and available for expenditure
without possible need for repayment, thé statute (47-2413(c))

provides that interest runs from the date of‘overpayment. .

2/ “A distinction is made, however, between overpayments
resulting from original or voluntary payments of tax
by a taxpayer and overpayments resulting from the
assertion of a deficiency or additional tax bv_the

District. As to the former, interest begins to run
on the date on which the District is apprised of the
fact that an overpayment is claimed to have been made."
(H.R. Rep. 1977, at p. 4; emphasis added,) r

. i
3/ 1I.R.S. §2055 provides a charitable deduction from the:
federal estate tax for “the amount of all bequests * * *
or transfers * * * to or for the use of any corporat#on
.organized and operated exclusively for religious,
charitable, * * * or educational purposes * * * v
D. C, Code §47-1601(e rovides a charitable exemption
from the D, C, inheritance tax for "pro t ransferre
* * * exclusively for charitable, educational, or
religious purposes * * *_,* While one statute speaks of
"deduction" and the other of “exemption", the two run
parallel. in not taxing bequests for charitable or
educatioqal purposes. . _ , \
\ ' s
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Respondent's Contentions
The District of Columbia was not apprised of the change

in the factual situation surrounding Petitioner's claim of
exemption (the United States District Courtfs elimination

of the racial restriction from the terms of Florence Tucker
Spaulding's will) until Petitioner filed its claim for refund
on October 28, 1970.

Petitioner has been refunded the full amount of the
District of COlumBIa 1ﬁher1tanca‘tax it had paid plus interest
at 4 percent from the date the Diatrict of cOlumbia was
apprised of the reforma»ion of Florence Tucker Spaulding ]
will by the United States.District Court for the District of
Columbia. ?here could have been no "overpayment" of the
inheritance taxes by Petitioner prior to this reformation
of Florence Tucker Spaulding’s will, Petttione;f::; not
entitled to an exemption from these taxes on Florence Tucker
Spaulding's bequest prior to the District Court's reformation
of the will because the public policy of the District of
Columbia precluded the granting of an‘exemptionfté the )

recipient of the bequest containing a racial restriction such

as the one contained in Florence Tucker Spaulding'q willI

FINDINGS OF FACT |

l. Petitioner, the Regents of the University of Michigan,

sought a charitable exempiion for a trust contained in the
will of Florence T. Spaulding which provided for scholarships

¢ .
at the University of Michigan for "students of the Caucasian

'

race",

' ‘
2. Pursuant to 47 D. C. Code 160l(e), 1967 ed., the
District of Columbia in its administrative capacify denied
' i
the exemption as racially restrictive and therefore against
J ! ,
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| its general policy and assessed an inheritance tax. .etitioner
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paid the tax under protest on April 18, 1968, and January

13, 1969,
3. On May 20, 1969, the U. S, District Court, having

been presented with a petition for construction of the

Spaulding will, ordered that the words "of the Caucasian
race" be declared null and void, and that chey be struck
pro non scripto.

4. On October 28, 1970, Petitioner filed & claim for
refund, with interest, of the inheritance tax which had been
paid under protest on April 18, 1968, and January 13, 1969,

"

to the District of Columbia,
5. The District refunded the inheritance taxes paid in

the amount of §$157,703.68, plus interest af 4% from October
28, 1970 (the Aate of the claim for refund) to November 27,
1970 (the date the claim was paid), amounting to $518.48.

ONCLUSIONS OF

For the following reasons, the Court concludes that the
amounts paid by the Petitioner on April 18, 1968, and January
13, 1969, were.assebgbdfss”a;dpfic;ency or~a§-an-additiona1
tax but that an "overbayment" éid,noé fésult until.May 20, .
1969, when the v. S.JDistrict'Codrt construed the will:

l. D. C. Code 47-2413(c), (Supp. V, 1972} requires that
interest must be paid from the date the overpayment was made,
if assessed as a deficiency or as an additionai tax, unti.l
the date of rofun%{ It is however evident that é&:ﬁfthouqh

“payment® was made on April 18, 1968, and January 13, 1969,

it did not become an "overpayment" until the racially

4/ See footnote 2/ on page 3.




restrictive covenant wae struck from decedent's will n May

20, 1969. The will presented to the District with the words
“students of the Caucasian race" was substantially diffe;;nt
from the one presented without them. Therefore, no overpayment
could become effective until May 20, 1969, when the pro-
visions of the will met the 47 D. C. Code 160l1(e), 1967 ed.
requirements of a charitable exemption.

2. Petitioner®s contention that'the District should have
declared the purported racial restriction in decedent’'s .
scholarship bequest as null and void is misplaced. Petitioner,
concedes that the restriction is invalid under the 1l4th
Amendment of the tr;' ’S’.’ "C?:ﬁ'sti‘tuti'on'. In light of this
provision. and the general policy of the District with reapect
to racially restrictive covenants, the burden was on the
Petitioner to prove that the clause in question was-not
racially regtrictive. In failing to do so, the burden does
not then shift to the District to strike the clause and allow

B
the exemption.

Petitioner has not cited any rule which would give the
District of Columbia Finance Office, Revenue Division,
Inheritance and Estate Tax Section, power to amend decedent's
will by striking this clause. The Court would viéw any such .

attempt as an infringement of decedent's right to make his

own will and of the powers of the courts to construe wills.

5/ See also Commonwealth of Penn, v. Board of Djirectors of
C Tyust f Cit h » 353 U.S8. 230. 1l L.eqd,

24 792, 77 8.Ct. 806 (1957).
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ORDERED that the p_.ition of the Regents of the .iversity

of Michigan for a refund of interest on the overpayment.ot ' !

inheritance taxes assessed upon the estate of the late

Florence T. Spaulding be and it is hereby granted as of
May 20, 1969, until October 28, 1970, for the reasons stated [

above; and it is further
ORDERED tlat Petitioner and Respondent submit computations
for @atry or &::ision pursuanc to this opiniorn .- zccordance

with rule .5(a, Oof the Rules of the Tex Divisziss o che
v, I',?
L <

>upeisior Court of. the District of Colww.a, by the _ j

C¢E Juae, 1972.
By the Court,
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e ;
W.oayron Sorrell "
Judge

“Gg.e . tOs

~9Ls. . Ko Bufler, Esq.
Rich(-.‘d B. Ruge, Esq-
2Arcczneys for Petitioner
—-...3arn & Hartson

Z45 Tonnectaicul Avenue, N, W,
Wash.agton, D. C., 20006

Finance Office, D. C,

Cocporation Ccunsel, D. C.

Phyliis K. Lidberti, Clerk
] ' ’ :‘m.. 'h '.-.‘-o. ‘ ..‘.,f-"
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