v, McCo LgLérl,

While in Robinson v. McColgan, supra, 17 Cal, 24 423
(110 P.2d 426], it was found that tThe situs of stock held in
trust by a California bank was at the residence of the beneficiary,
t he case cannot be considered controlling of the issue presented
here, The court explained that the stock certificates were held
by the trustee bank for the sole 'purpose of receiving dividends

and forwarding themto the taxpayer, Robinson,, The trust had no
fixed situs in California, but could be renpved at wild. by

.. Robinson, who was al so the trustor. The trustee bank had no
active duties of trust managenment and it had no power to sell,
invest or reinvest the trust property, The arrangement,
described by the court as a "naked" trust, was a trust in name
only and the court was fully justified in ignoring it for the
_purpose Of taxation, W are aware of no applicable authority
which woul d justify simlarly treating the trust in the instant
appeal. This trust granted the trustee broad powers of trust
managenent, inposed active duties and was clearly not renovable
from Hawaii at the will of the beneficiary,

Since the California Suprene Court has held that
the meaning of the word "sources" in section 18001 was fixed'
by the cases existing at the tine of-its first enactnent in
1935, the neaning can be changed only through further review
by the California Suprene Court or through anendnent by the
Legislature,, Athough the Legislature has, since 1935, anended
t he predecessor of section 17953, whi ch deals with the problem
of source of income for the purpose of taxing nonresidents,
it has made no change in section 18001 or its predecessor insofar
as the neaning of the word "'sources" is concerned.

Prior to' 1943 the predecessor of section 17953 stated tha

the income of nonresident beneficiaries of trusts was income from
sources within California only if distributed out of incone of
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the trust derived from sources within this state. an1943, the
Legislature added the following language to that provision;

For the purposes of this subparagraph, the
nonresident beneficiary shall be deemed to be
the owner of intangible personal. property from
which the income of the estate or. trustis
derived . (Stats, 1943, pp. 1475, 1476.)

The same language is now contained in section 17953, except
that the word “subparagraph” has been changed to ‘Section.*’

As is conceded by respondent, section 17953 i S not
directly pertinent here because it deals with the taxation of
nonresidents. We need not deci de what interpretation should be
placed upon that section for it does not control the meaning of
the word “sources” in section 18001. Had the Legislature
intended to change, the established meaning of the credit
provision in 1943, when it amended the predecessor of section
17953, we believe it would have directly amended the predecessor
- ‘ of section 18001. 1In the absence of such amendment, we see no
TYeason to depart fromour holding in the Appeal of C, H.
Wilcox, supra.

We conclude that the income here in question had
"sources'" i n Hawaii within the-meaning of section 18001 and
that appellantsare entitled to the tax credits which they seek.

L =

Pursuant to the views expressed in the opinion of
: the board on £ile in this' proceeding; and good cause appear-
' - ing therefor, IR

=298-




. !
\‘ .=
|

| J
Appeal of Estate of Douglas C. Alexander, Deceased, Robert D
Alexander, Executor, and Phoebe C. p exander

IT IS HEREBY ORDERED, ADJUDGED AND DECREED,pursuant
to section 19060 of the Revenue and Taxation Code » Hazac t he

action of the Franchise Tax Board in denying the claims for
refund of persona% income tax of the Estate of DouglasC.
Alexander, Deceased , Robert D. Al exander, Executor, and
Phoebe ¢. Al exander-in the anounts of $1 325.00, $1 465,72,
$1,501.60 and $1,323.81, and interest pald theregmd. for the
years 1958, 1959, 1960 and 1961, respectively, be and the same
is hereby reversed .

Done at Sacramento, California, @,i 4th "day
of January, 1966, by the Staycard o Mzationo

J?//Xé} |, Chairman

.'/zm -// ;Member

4’6/‘(&/ , Member

£

", Member

, Member,

ATTEST: » Secretary

TR
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