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LETTER OF TRANSMITTAL

CoNGRESs OF THE UNITED STATES,
JoINT CoMMITTEE ON INTERNAL REVENUE TAxATION,
Washington, January 28, 1933.

To Members of the Joint Committee on Internal Revenue Taxation:

There is transmitted herewith a report on ‘‘Federal and State
Death Taxes,” as prepared by the staff of the committee.

The report deals not only with the present status of estate and
inheritance taxes, but also with the history and development of
these levies. In addition, there is a brief discussion of the principles
upon which death taxes are based and of the difficulties encountered
in their administration. The report concludes with comments on
various phases of the subject matter and suggestions for improving
this form of taxation.

It is hoped that this discussion of death duties may serve a useful
purpose in connection with future legislation on the subject.

Very truly yours, T
. W. CoLLIER,

Chairman Joint Commattee on Internal Revenue Taxation.
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LETTER OF SUBMITTAL

CONGRESS OF THE UNITED STATES,
JoiNT CoMMITTEE ON INTERNAL REVENUE TA\ATIOI\
Washington, December &, '1982.
Hou. James W. CoLLIER,
Chairman Joint Committee on Internal Revenue Taxation.

My Drar Mr. Cuamaman: There is respectfully submitted here-
with a report on Federal and State death taxes, as of July 1, 1932.
The study is chiefly factual in character, although some comments
and suggestions have been made on various phases of the subjeet.
The report has been divided into five main parts, as follows: Part I,
historical facts; Part 1I, present status of death taxes; Part III,
principles upon which death taxes are based; Part 1V, difficulties of
subject matter; and Part V, comments and qugestlons There is
also included an appendix coutamuw important data on this subject.

At the conclusion of our extended study of this subjeet, we do not
hesitate to state that, in our opinion, a tax on the transfer of property
resulting {from the death of the owner appears fully justified. When
the tax is graduated in a proper manner it is based on the prineiple
of ability to pay and i1s a good revenue producer.

There is more doubt in regard to the best form of death duty.
The two prineipal existing forms are the estate tax and the inherit-
ance tax. The first is levied upon the entire net estate before dis-
tribution and the second upon the respective shares of the beneficia-
ries. The first form is the ecasier of administration, but the second
appears to be more equitable.

Much is to be desired in regard to the simplification of our death
duties. The Federal Government has two estate tax laws in foree,
1 State has two estate taxes and one inheritance tax, 27 States
have both an estate and an inheritance tax, 19 States have either an
estate tax or an inheritance tax, and only 1 State has no death duty
of any kind. Some of the State laws have many points in common,
but the majority are quite divergent. It is apparent that much
could be done in the direction of suuphﬁcatlon and uniformity by
the cooperative efforts of our Federal and State Governments.

A case recently came to our attention where the property of the
decedent was located in 10 States. The difficulty 1s dealing with
the IFederal statutes and 10 different State statutes is obvious.

No final conelusions have been arrived at on these questions in the
report, but it is hoped that a basis of fact has been established for
their ultimate solution.

Respeetfully submitted.

L. H. ParkEer, Chief of Staff.
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REPORT ON FEDERAL AND STATE DEATH TAXES

FOREWORD

In presenting a report on Federal and State death taxes, the pri-
mary object is to set forth those facts which seem most important for
cons1delat10n in connection with the enactment or revision of legis-
lation imposing such taxes.

While the Federal Government has no jurisdiction in the case of
States taxes, nevertheless it has been deemed necessary to treat of
the taxes 1mposed by the separate States as well as those imposed
by the United States. Three reasons exist for such treatment;
first, because the citizen is chiefly interested in the total burden
imposed by death taxes, not in the sovereignty to which the tax is
paid; second, because the Federal estate tax is definitely connected
with and is dependent upon the State taxes derived from the same
source through the 80 per cent credit provision of the Federal law of
1926; and ’ohird, because it is important to study the relative merits
of the different forms of death duties now in force in this country.

Inasmuch as the inheritance tax and the estate tax produce the
principal revenue, these two forms of death duties will receive the most
attention. Other death duties, such as probate taxes, stamp taxes,
and the like, will receive but brief treatment as they have become of
relatively minor importance.

It has also been deemed necessary to describe briefly the laws of
inheritance and the taxes imposed on the transmission of property
since ancient times. This is because of a lack of agreement in regard
to the correct laws of succession and the proper form of death taxes.
In fact, the laws of succession appear to be only a slight improvement
over those which were in effect 1,500 years before the commencement
of the Christian era, except possibly in regard to the right of female
heirs to take equally with male. In regard to death taxes the im-
portant change has been the principle of graduation in rates.

Following a statement of those facts which seems pertinent for
consideration in connection with future legislation in regard to death
taxes, a discussion of such facts will be attempted with a view of
dmwmo' attention to the controversial issues in connection with this
subject.

The confusion which exists in regard to the proper principles upon

.which death taxes should be based, the inconsistency of our present
taxes, the double taxation which sometimes results from their appli-
catlon all combine to make this subject an important but difficult
one. Tt is believed that comprehensive and just death taxes which
would operate without conflict in the various jurisdictions of this
country would be of very substantial benefit to its citizens.

It is hoped that the report will be found to be substantially accurate
as of July 1, 1932, except as otherwise noted.
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SYNOPSIS -
Part I. Historicar Facrs

’ A. HISTORY OF DESCENT AND DISTRIBUTION

A knowledge of the laws of descent and distribution is necessary in
order fully to comprehend the principles underlying the imposition
of death duties. From a study of these laws, it is believed that the
following facts may be substantiated:

(@) The inherent right of the sovereign to regulate the descent and
distribution of property passing at death has been recognized from
the earliest times.

(b) The most important change which has taken place in the rules
of inheritance and succession has been with respect to the increased
rights of a wife in the property of her husband.

(¢) The rule of primogeniture giving preference to the eldest male
heir, which flourished in the feudal period, has now become practically
extinct.

(d) Subject to the rights of the surviving spouse, the present rule
in practically every country places children first in the order of
sueeession.

(¢) The father and mother are generally next in line after lineal
descendents. In some jurisdictions, however, brothers and sisters
precede parents, and in others both groups share the property equally.

(f) There is no longer any distinction between male and female
heirs.

(9) The power of a person to dispose of his property by will is
generally recognized, except as limited by certain rights granted to
the surviving spouse and in some couniries to certain lineal
descendents.

(h) In a number of foreign countries, and in 8 States of the Union,
the surviving spouse is entitled to one- “half the property acquired dur-
ing marriage, under the community property principle.

B. HISTORY OF DEATH TAXES
1. IN ANCIENT TIMES

Inheritance taxes have existed from the earliest times, being known
in Egypt as early as 700 B. C. The Greeks and Romans also used the
tax.

2. IN EUROPE

After the fall of the Roman Empire, true inheritance taxes no longer
were levied in Europe, but under the feudal system other forms of
death taxes were developed which were levied by the feudal lords.
Following the breakdown of this system, new forms of death t‘l\es
were nnposed Thus, in England a probate duty was levied;
France, a reglstratlon tax; in Gennany, an inheritance tax on collm—
teral heirs and strangers in blood; in many of the Italian cities, an

5



6 FEDERAL AND STATE DEATH TAXES

inheritance tax; and in Spain, a transfer tax applicable to realty only.
These taxes all underwent considerable development. The scope of
the tax was extended to direct heirs in most cases; progressive rates
were adopted ; and different rates were applied to the several classes of
heirs and beneficiaries. England added a legacy tax and a succession
tax and converted her probate duty into a true estate tax; France
developed an inheritance tax and added an estate tax and a gift tax;
Germany adopted an imperial inheritance tax, a gift tax, and an
estate tax, the latter being afterwards abandoned; Italy adopted a
national inheritance tax; and Spain developed an inheritance tax and
added a gift tax and an estate duty.

3. IN THE UNITED STATES

(a) Federal death taxes.—The first Federal death duty was a stamp
tax on receipts for legacies and shares of personal property, which
was enacted in 1797 and repealed in 1802. No further death taxes
were imposed until the Civil War, when legacy, probate, and succes-
sion duties were levied. The legacy and succession duties were
repealed in 1870, and the probate duty in 1872. The next death tax
which met the test of constitutionality was imposed during the
Spanish-American War period, and consisted of a legacy tax applicable
only to personal property. This tax was repealed in 1902.

In 1916 the first Federal estate tax was imposed, which, as amended,
has been in force continuously ever since. The tax was levied upon
the entire net estate of a decedent, and not upon the distributive shares
of the beneficiaries. An exemption of $50,000 was provided, and the
rates were graduated from 1 per cent on the first $50,000 of the net
estate to 10 per cent on the exeess over $5,000,000. Increases were
made in the tax in 1917 and 1919. The latter increase brought the
maximurn rate up to 25 per cent, which was applicable to the amount
of the net estate in excess of $10,000,000. The next change in rates
was in 1924, when the maximuin rate was raised to 40 per cent and a
gift tax was enacted to prevent the avoidance of the estate tax. An
important feature of the 1924 act was the credit allowed, up to 25
per cent of the Federal tax, for State death taxes paid. The higher
rates of the 1924 act were retroactively reduced by the 1926 act to
the level of the 1919 rates, and the gift tax was repealed as of January
1, 1926. For decedents dying after the enactment of the 1928 act,
the maximum rate was lowered to 20 per eent, the exemption in-
creased to $100,000, and the eredit for State death taxes paid increased
to SO per eent of the tax computed at Federal rates. In 1932 an
important revision was made in the Federal estate tax and a gift tax
was reimposed, both of which changes are discussed in a later para-
graph deseribing our present system of death taxes.

(b) State death taxes.—Probate duties were imposed in the Colonies,
the earliest apparently being levied by Virginia in 1687. Pennsyl-
vania became the first State to levy a true inheritance tax in 1826, the
tax being imposed at a flat rate of 2% per cent on collateral heirs only.
By 1892, 14 States had enacted some form of death tax legislation,
applicable either to collaterals or nonresidents, although at that time
only 9 States still retained their tax.

Keonomic conditions, the necessity for additional State revenue, and
the concentration of wealth, undoubtedly resulted, beginning with
1892, in renewed activity in the death-tax field. New York cnacted a
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new inheritance tax law in that year, initiating the principle of
applying the tax to direct as well as collateral heirs. Between 1892
and 1916, 30 States enacted death-tax legislation for the first time.
Ten of these States imposed inheritance taxes on collaterals only; 19
included direct heirs within the scope of their tax; and one State
(Utah) imposed an estate duty at a flat rate of 5 per cent. In addi-
tion, four of the States which had previously imposed death taxes
resumed the taxation of inheritances. The most important principle
developed in this period was that of progressive rates, which was
initiated by Ohio in 1894 and which went hand in hand with the
classification of the heirs into groups according to their relationship
to the decedent.

At the time of the enactment of the Ifederal tax m 1916, 43 States
had a death duty of some kind. Of these States, 31 had an inheritance
tax on hoth direct and collateral heirs, 11 had an inheritance tax
on collaterals only, and 1 had an estate tax. The principle of
progressive rates was recognized, to scme extent at least, in 28 of the
States, while the principle of consanguinity was found in all of the 42
inheritance tax statutes. The average graduation in the rates of tax
on direct heirs was from 1 to 3 per cent, and on distant relatives and
strangers from 5 to 11 per cent.

War and postwar conditions and the enactment of the Federal
estate tax had a profound eflect upon State death-tax legislation
subsequent to 1916. The necessity for added revenue brought
about increased rates, and the Federal credit for State death taxes
resulted in the enactment of additional estate taxes by many of
the States to take advantage of this provision. Wile prior to the
enactment of the Federal tax in 1916 only 5 States had no death
duty in any form, all of these States enacted death taxes in subsequent
years. At the present time only one State (Nevada) has no death
tax, it having repealed its inheritance tax in 1925. The District of
Columbia likewise has no such tax. The important developments in
this recent period of death-tax legislation were the general increase
in the tax burden, the improvement of the administration of the
laws, and the tendency toward estate-tax enactments inevitably
resulting from the credit clause of the Federal law.

Part II. PrEseNT STATUS OF DEATH TAXES

A. IN FOREIGN COUNTRIES

Death taxes are at present imposed in all the principal countries
of Kurope. They take many forms, and often several different
taxes are imposed in the same country. Great Britain, France,
Germany, Italy, and Spain all use a form of inheritance tax, imposed
on the distributive shares of an estate. In Great Britain, France,
and Spain estate taxes, levied against the estate as a unit, are also
mmposed. The estate duty makes up over 90 per cent of Great
Britain’s death-tax revenue. Gifts inter vivos are taxed in France,
Germany, Italy, and Spain, either under the inheritance or estate
tax or by a separate levy.

The estate taxes imposed in Great Britain, France, and Spain are
quite dissimilar. In Great Britain the estate tax is very wide in its
scope, provides an exemption of 100 pounds (about $500), and is
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imposed by brackets at rates graduated from 1 to 50 per cent, without
regard to the principle of consanguinityv. In France the tax is
imposed only on estates of decedents leaving fewer than two children,
and the rates are graduated from 1.2 to 46.8 per cent. Two different
schedules of rates are applied, depending on whether the decedent had
one child or no children. In Spain the tax is imposed by brackets at
rates ranging from 1 to 10 per cent, and any property passing to
direct heirs is entirely exempt.

The inheritance tax in Great Britain takes the form of legacy and
succession duties, which are relatively unimportant from a revenue
standpoint. In the other European countries previously mentioned,
the inheritance tax is generally the principal levy. In these countries
the rates of tax vary with the amount of the share and with the
relationship of the beneficiary to the decedent. Usually the progres-
sive rates are applied by brackets, but in Germany the whole share is
taxed at a single rate according to its size; that is, the rates are pro-
gressive but are applied by totality instead of by bracket. In France
and Germany the maximum rate applicable to children is 15 per cent;
in Italy, 10 per cent; and in Spain, 5 per cent. On strangers in blood,
the maximum rate is 60 per cent in Germany, 56.4 per cent in France,
50 per cent in Italy, and 30.75 per cent in Spain. In Italy transfers
to two or more children or to husband or wife with two or more chil-
dren are entirely exemipt, while in France there is a deduction of
10 per cent from the net amount of the estate for each child after the
fourth. The Italian tax also exempts transfers of 3,000 lire or less
to those of the direct line or between husband and wife. In Germany
a husband or wife is exempt from the tax if there are children living
or represented by issue, while other heirs and distributees are granted
specific exemptions which vary according to their relationship to the
deceasced.

Mortmain taxes are imposed by France, Italy, and Spain upon real
estate owned by corporations, charitable organizations, and so forth.
Such taxes are levied to compensate the Government for the loss of
revenue resulting from its inability to impose death and transfer
taxes on such real cstate due to the perpetual character of corpora-
tions. Other miscellaneous death taxes are also imposed in the
various countries, espectally in France.

\s a general rule, the British dominions have inheritance or estate
taxes, or both, and the Canadian Provinces all have such taxes.
Inheritance taxes are imposed in Kuropean countries other than those
mentioned, including Belgium, Switzerland, Rumania, and the
Scandinavian countries. Yugoslavia has an estate duty, while in
Russia the state takes all of a decedent's property over a certain
amount. Japan imposes an inheritance tax which is applicable also
to gifts inter vivos.

B. IN THE UNITED STATES

1. FEDERAL ESTATE TAX

The Federal death tax is a levy on the decedent’s entire net estate,
and not on the distributive shares. The rates of tax are graduated
according to the amount of the net estate, and are applied by brackets.
No recognition is given to consanguinity. The tax is imposed by
two separate acts, each having its own schedule of rates. One
schedule consists of the rates imposed by the revenue act of 1926, the



SYNOPSIS 9

other of the additional tax imposed under the revenue act of 1932,
Under the basic act of 1926 an exemption of $100,000 is provided in
computing the net taxable cstate, and there may be credited against
the tax imposed thereby, up to 80 per cent thereof, any death taxes
paid to the States or Territorics. Under the 1932 act, the exemption
1s only $50,000, and no credit is allowed for Statec death taxes. The
gross and net estates are computed in the same manner under both
the 1926 and 1932 acts.

In determining the gross cstate of the decedent, there is included,
broadly speaking, any property in which the decedent had an interest
at the time of his death; the dower or eurtesy interest of the surviving
spouse; property transferrcd by the decedent in contemplation of
death; property transferred under an agreement reserving a life
interest in the decedent; property transferred by the decedent the
enjoyment of which was, at the time of his death, subject to his power
to alter, amend, or revoke; joint interests held by the decedent with
other persons; property passing under a general power of appoint-
ment exercised by the decedent; the proceeds of life-insurance
policies payable to the estate; and the proceeds of any such policies
payable to named heneficiaries in excess of $40,000.

In computing the net cstate under both the 1926 and 1932 acts
there are deducted, in addition to the respective specific exemptions
heretofore mentioned, the funeral and administration expenses; losses
through fire, theft, etc.; property included in the gross estate which
had been taxed in the estate of a prior decedent within five years;
and devises and bequests to religious, charitable, and similar organiza-
tions. The specific exemption is allowed only to estates of citizens
and residents of the United States.

The rates under the basic act of 1926 range from 1 per cent on the
first $50,000 of the net estate to 20 per cent on that portion of the net
estate in excess of $10,000,000. ¥rom the tax due under this schedule
of rates there may be deducted, as previously pointed out, any death
taxes paid to any State or Territory not in excess of 80 per cent of the
tax computed at Federal rates.

The additional estate tax imposed by the revenue act of 1932 is
determined by first computing a tentative tax at rates ranging from
1 per cent on the first $10,000 of the net estate, to 45 per cent on the
excess over $10,000,000. From this tentative tax there is deducted
the gross tax levied by the revenue act of 1926 before credit is taken
for State death taxes paid. The resulting excess is the additional
Federal estate tax. This tax, plus the net tax imposed by the revenue
act of 1926 after credit is taken for State death taxes, make up the
total Federal levy.

2. FEDERAL GIFT TAX

As a supplement to the estate tax, the I'ederal Government now
imposes a tax upon gifts inter vivos which measurably approaches
the estate tax which would have been payable at the donor’s death
if the gifts had not been made in his lifetime and the property instead
had constituted a part of his cstate, the rates being approximately
cqual to three-fourths of the total Federal estate tax levy. The tax
applies to transfers of property by gift, whether in trust or otherwise,
whether the gift is direct or indirect, and whether the property is real
or personal. The tax is measured by all gifts made after the enact-
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ment of the revenue act of 1932, although it is computed and payable
yearly. The first $5,000 in value of gifts to each person in each calen-
dar year is exempt, except gifts of future interests in property, and
there is a specific exemption of $50,000 which may be applied against
the aggregate net gifts made in the lifetime of the donor. In com-
puting the tax each year, a tentative tax is first computed on the
aggregate of all taxable gifts made since the enactment of the 1932 act,
including the current year. From this tentative tax there is deducted
a tax computed on the aggregate net gifts made prior to the current
year. The resulting excess is the amount due for the current year.
In this way the tax is approximately the same on gifts of any given
amount whether made in one year or over a period of years. The tax
is imposed by brackets, at rates ranging from three-fourths of 1 per
cent on the first $10,000 of the net gifts te 33% per cent on the excess
of the net gifts over $10,000,000.

3. STATE DEATH TAXES

As of July 1, 1932, 47 States had some form of death duty in force,
leaving only one State (Nevada) and the District of Columbia without
such a tax. Of the 47 States levying death taxes, 14 impose an in-
heritance tax only, 27 levy both an inheritance tax and an additional
estate tax, and 6 levy an estate tax only.

Of the 41 States which levy an inheritance tax, 37 impose the tax
on both direct and collateral heirs, 3 impose it on collaterals only,
and 1 State imposes it on nonresidents only. In the 27 States levy-
ing additional estate taxes, the rates are, with one exception, prima
facie based on the Federal tax of 1926, and were enacted for the pur-
pose of absorbing the 80 per cent credit allowed by that statute.
These additional taxes would, in most cases, become void and ineffec-
tive by the repeal of the Federal tax or the 80 per cent eredit provision.
In four of the six States imposing only an estate tax, the rates are
clearly based upon the Federal law. In view of these facts, it is fair
to assume that if it were not for the Kederal law, not over two or
three States would have estate taxes to-day, and it is also clear that
the favored form of death duty in the States is the inheritance tax.

The composite hypothetical inheritance tax in the 37 States im-
posing this levy on both direct and collateral heirs, as mathematically
constructed, shows that the widow is plainly preferred over the hus-
band and children by a larger exemption, although the applicable
rates average about the same. The rates on more remote relatives
are substantially in excess of those imposed on direct heirs, and the
exemptions are much less. Ordinarily, the property of both residents
and nonresidents is taxed, whether passing by will or under intestate
law. In nearly all cases the value of the property for purposes of the
tax is taken as of the date of the decedent’s death. The standard
deductions allowable appear to be the funeral and administration
expenses and the debts and legal claims against the estate. Trans-
fers to the State, or to religious, charitable, or educational organiza-
tions, are usually exempt. The due date of the tax is generally one
year after the decedent’s death, it being paid by the executor or ad-
ministrator and deducted by him from the distributive shares.

The maximum rate of tax on widows and direct heirs in about half
of these 37 States is § per cent or less, while only 4 have a maximum
rate of between 10 and 16 per cent. On strangers in blood, a maxi-
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mum rate of 5 per cent or less is found in only 2 States while 13 States
have a maximum rate of between 10 and 16 per cent. KFour States
impose & maximum rate on strangers of between 25 and 40 per cent.
In view of the fact that at least 75 per cent of the property passes to
direct heirs, it can readily be seen that the low rates applied to this
class materially lower the revenue from inheritance or share taxes.

The exemptions under the inheritance taxes vary from $5,000 to
$75,000 in the case of a widow; from $2,000 to $25,000 in the case of
adult children; and from nothing to $1,000 in the case of strangers in
blood. In 34 out of these 37 States the rates are graduated according
to the size of the share, the limit of graduation ranging from $50,000
or less to as high as $10,000,000.

C. GENERAL FACTS ON DEATH TAXES
1. THE TOTAL DEATH-TAX BURDEN

From a practical standpoint the incidence of both the inheritance
and the estate tax is upon the beneficiaries. Ience, they are more
interested in the total death-tax burden than in who collects the tax
or in what form it takes. The total Federal and State death tax
on estates of different sizes, as applicable to three different distributions
of property, has therefore been computed.

On estates of $50,000 there is no Federal tax. The average State
tax on a distribution to a widow and four children is $190, but it varies
from nothing to $1,700. Where the property all goes to the widow,
the average tax is $446, with the same variation. On a distribution
to a stranger in blood, the average tax would be $3,259.

On estates of $200,000 the minimum Federal tax, after credit for
State taxes, would be $8,300, except in the community-property
States. The average Federal and State tax on a distribution to a
widow and four children would be $9,564; on a distribution to the
widow alone, $11,507; and on a distribution to a stranger, $26,645.

On estates of $1,000,000 the minimum Federal tax is $84,300,
except in the community-property States. The average Federal and
State tax on a distribution to a widow and four children would be
$107,097; on a distribution to the widow alone, $117,441; and on a
distribution to a stranger, $202,993.

On estates of $10,000,000 the minimum Federal tax is $2,026,900,
except in the community-property States. The average Federal and
State tax on a distribution to a widow and four children would be
$2,782,299; on a distribution to the widow alone, $2,784,985; and
on a distribution to a stranger, $3,553,456.

An individual with a $50,000 estate, which he desired to leave to
his wife, could escape all death taxes if he lived in Alabama, California,
Florida, Georgia, Kansas, Maryland, Mississippi, Nevada, New
Hampshire, or Texas. In the case of estates greater than that
amount, the Federal tax, at least, would always apply.

There is little uniformity among the States in the taxation of
estates of $50,000, but as the size of the estate increases, the State
taxes become more nearly the same, due to the influence of the credit
provision of the Federal law. This results from the States having, in
most cases, so amended their statutes as to take full advantage of the
Federal credit.

156838—33—2
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As regards the aggregate death-tax burden on all estates, it appears
that while in 1923 4.8 per cent of the Federal taxes were derived from
death duties, in 1931 only 1.7 per cent of the Federal tax revenue
came from this source. This was due principally to the credit allowed
by the 1924 and sueceeding revenue acts for State death taxes paid.
Since 1915 State death duties have accounted for between 6 and 10
per cent of the total State taxes. In 1930 the total Federal and
State death taxes comprised about 4.5 per cent of the tax revenue of
the Federal and State Governments, while in the same year Great
Britain’s death tax receipts accounted for 19.6 per cent of her taxes.
Just what the net revenue to the Federal Government will be as a
result of the imposition of the additional estate tax in 1932 is uncer-
tain, but it seems probable that the receipts will be about seven
times the amount which would have been received if this tax had not
been imposed, due partly to the increased rates and partly to the fact
that no credit is allowed against the additional tax for State death

taxes.
2. THE CORPUS OF THE ESTATE

Out of the total gross estates aggregating nearly $19,000,000,000
which were reached by the Federal estate tax in the 7-year period
from 1922 to 1928, 68 per cent of the property was made up of stocks,
bonds, mortgages, notes, and cash; 20 per cent consisted of real
estate; and the balance was in miscellaneous property. The propor-
tion of stocks, bonds, etc., is greater in the larger estates than in the
smaller ones, running as high as 81 per cent in the case of net estates
in excess of $10,000,000. The fact that the value of real estate in the
larger estates 1s comparatively small constitutes an argument in
favor of the retention of the estate tax, especially when consideration
is given to the heavy taxes on real property and the notorious in-
effectiveness of the taxes imposed on intangible personal property.

Part III. Princirnes Upox Wuicn Drarn Taxwus ArRe Basep

A, LEGAL CONCEPTS

One legal theory advanced to justify the imposition of death duties
comes down to us from feudal times, and rests upon the old feudal
doctrine that the sovereign has the exclusive right to the property of
his subjects after their death. Under this theory property passes by
will or inheritance only by grace of the sovereign, and death duties are
regarded as exactions made for the privilege granted. This theory
has been abandoned in most countries, and in the United States it has
been superseded by the theory that the power of the States to levy
death duties rests upon their exclusive authority to regulate the trans-
fer of property at death. To justify the Federal Government’s right
to levy death duties, we must necessarily look to a different theory,
namely, that death duties are taxes and may be levied pursuant to the
inherent power of the sovereign to lay and collect taxes. This theory
is relied upon by practically all countries. In upholding the Federal
tax, the Supreme Court has emphasized the fact that the occasion
therefor is the transmission and receipt of property by death, not the
right to regulate its disposition. The court has also held that
Federal death taxes are in the nature of excises and are, therefore,
indirect taxes, which do not have to be apportioned according to
population.
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B. ECONOMIC CONCEPTS

There are many economic theories which are used to justify the
imposition of death duties, the following being those principally
mentioned: (1) The privilege theory; (2) the copartnership theory;
(3) the diffusion of wealth theory; (4) the fee or cost of service theory;
(5) the value of service theory; (6) the back-tax theory; (7) the differ-
entiation of income theory; (8) the faculty theory; (9) the sequence of
inheritance theory; (10) the lump-sum theory; (11) the accidental or
fortuitous income theory; and (12) the distinction between hereditary
and acquired property theory.

The theory most often urged to justify inheritance taxes is the
accidental or fortuitous income theory, under which it is contended
that the death of the owner of property results in a sudden acquisition
on the part of the beneficiaries which increases their ability to pay
taxes. Closely allied with the right of the State to the property of a
decedent at his death is the conception that the right of bequest
mvolves a social privilege for which some compensation rightfully
may be demanded. Under this theory the claim upon the estate of
.collaterals and strangers in blood is less than that of kindred in the
.direet line, and therefore the privilege of participating in its distribu-
tion granted to them by the State may be said to be greater.

C. ESTATE TAX VERSUS INHERITANCE TAX

The estate tax may be said to be imposed on the right to transfer
property, the inheritance tax on the right to receive it. The inherit-
ance tax has the advantage of being adaptable to tax the beneficiary
in accordance with the benefit he receives and with due regard to his
relationship to the decedent. The estate tax, on the other hand,
imposes the same burden on an estate whether it is divided among
a large or small number of beneficiaries, or whether it passes to direct
heirs or strangers in blood.

In spite of the equitable arguments in favor of the inheritance tax,
the estate tax is considered by many to be vastly superior, since it is
more easily and quickly ascertained and much easier to administer.
The schedule of rates is much simpler, and it is not necessary to take
into account the relationship of the beneficiaries or to determine the
tax on life estates and contingent remainders which give rise to so
many complicated problems under an inheritance tax.

Thus, it is believed that the estate tax is the simpler and more
easily administered than the inheritance tax, but that the latter is
the more equitable to the beneficiaries.

D. THE PRINCIPLE OF GRADUATED RATES

Death duties may be graduated either according to the degree of
relationship of the beneficiary to the decedent, or according to the
size of the estate or the distributive share.

Graduation according to relationship may be accomplished either
through a series of exemptions or by different schedules of rates, or
both. Nearly all the State inheritance tax laws provide for both
.graduation by exemption and by rates.
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In the case of the estate tax, the Federal Government and the States
provide for graduation by rates only. There is one exception to the
rule, namely, the State of New York, which has different exemptions
as well as graduated rates in its new estate tax law.

Part IV.—Di1rricurTies or Susiect MATTER

A. CONTEMPLATION OF DEATH

One of the principal difficulties in the enforcement of death taxes
has been the inability effectively to reach by legislation so-called
transfers in contemplation of death, which are widely used as a means
of avoiding death duties. The Federal Government and most of the
States have attempted to restrict this avoidance by providing in
their statutes that gifts made in contemplation of death shall be
included as a part of the taxable estate of the decedent. In practice,
these provisions have been ineffectual, due to the difficulty of pro-
curing evidence to establish contemplation of death.

The New York statute of 1891 was the first in this country to
contain a contemplation of death provision, and to-day 44 States
tax these transfers. The Federal statute has contained such a pro-
vision since its original enactment in 1916. Some of the States
define contemplation of death in their laws while others set forth
time limits within which transfers are presumed (either prima facie
or conclusively) to have been made in contemplation of death. The
conclusive presumption provision of the Wisconsin statute was held
unconstitutional by the Supreme Court as was a similar provision
of the Kederal act of 1926. It is doubtful, therefore, whether any
conclusive presumption provisions may be enforced at the present
time.

With the conclusive presumption provisions invalidated, the only
effectual way to reach transfers in contemplation of death is by a gift
tax. Such a tax is now imposed under the revenue act of 1932.

B. TRUSTS

Closely allied with the avoidance of death duties by gifts in con-
templation of death is the scheme to avoid such taxes through the
medium of a living trust, under which the legal title to property is
placed in another person but the transferor reserves to himself for
life the beneficial enjoyment of the property or the income there-
from. At the present time the Federal Government and practically
all the States include within their death taxes transfers taking effect
in possession or enjoyment at or after death, but the Supreme Court
has held that a transfer in trust with a reservation of a life interest
is not subjeet to tax as a transfer to take effect at death if the legal
title is absolutely divested by the transferor prior to his death. In
view of this holding, it is doubtful if the language employed in most
of the State statutes is broad enough to include transfers in trust
with a reservation of a life estate.

As a result of the Supreme Court’s holding, Congress amended
the Federal law in 1931 to cover such transfers. It thus endeavors
to include the corpus of an irrevocable trust in the gross estate of
a decedent solely because the decedent had a life interest in the
property. There is considerable doubt, however, whether Congress
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may, under the guise of an estate tax, tax transfers inter vivos which
are not in contemplation of death. In the Supreme Court’s decision
this question was left open. Even though it may later be held that
Congress has no such power, these transfers are clearly taxable under
the present gift tax.

C., COMMUNITY PROPERTY

The system of community property, which is operative in Arizona,
California, Idaho, Louisiana, Nevada, New Mexico, Texas, and
Washington, has resulted in a lack of uniformity in the distribution
of the Federal estate tax burden between husbands and wives living
in community-property and non-community-property States. The
principle underlying the system is that all property acquired dur-
ing marriage by the industry of either the husband or wife, or both,
together with the income therefrom, belongs one-half to the hushand
and one-half to the wife. The Federal Government, being bound by
the property laws of the States, is forced to recognize the community-
property system. Thus, on the death of one spouse or the other, the
Federal estate tax may be applied to only one-half the community
estate. Under the scheme of progressive rates, the total tax on the
estate is much less when it is taxed as two separate parcels on the
death of the respective spouses than when it is taxed as a unit, as it
is when the decedent is domiciled in the States where the community-
property system is not operative.

It may be said that on the death of the husband, the wife, in a
community-property State, acquires not her share of the community
property, for that was already hers, but the right to manage, control,
and dispose of it. This right might be sufficient to permit the in-
clusion of the wife’s portion in the gross estate of the husband, and
it may be advisable to enact the necessary legislation to this end and
have it tested in the courts.

D. DOWER AND CURTESY

There is no uniformity among the various States with regard to
the taxation of dower and curtesy interests. Some of the States
expressly tax such interests, while others tax or exempt them under
rulings of administrative officers. In a few States the general ex-
emptions allowed are in themselves considered to be sufficient with-
out making special allowance for dower and curtesy interests. The
theory upon which most States exempt these interests is that they
belong to the surviving spouse as a result of the marriage relation
and are independent of the right of inheritance. The Federal Gov-
ernment expressly taxes dower and curtesy interests or those granted
in lieu thereof.

E. FUTURE INTERESTS

The problem of future interests is one of the most complicated
phases of inheritance taxation, since it involves the valuation of life
estates, vested and contingent interests, and interests which may be
terminated by the happening of some event or the performance of
some condition. These problems are largely avoided under an estate
tax, which is concerned only with the value of the estate as a unit.
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In most jurisdictions the valuation of life estates 1s accomplished
by mortality tables, but as these tables are based on the law of
averages they naturally disregard the physical condition of the life
tenant. However, a definite, if inequitable, rule can be laid down.

Contingent interests, while taxable in most States, offer grave
difficulties. In some States the tax is immediately payable at the
highest rate which would be possible on the happening of the most
remote contingency, with a right of refund if the tax is later found to
be overpaid. Other States use the lowest rate method, with the
right to make additional assessments if necessary. A few States
wailt until the interest vests to impose the tax, while others authorize
their administrative officers to compromise the tax with the parties
mvolved.

F. VALUATION OF PROPERTY

In most jurisdictions, the death tax is levied on the value of the
property as of the date of the owner’s death. In a few other States,
other bases of valuation are used. The Federal law follows the
general rule, and under the regulations adopted thereunder the term
“value” is interpreted to mean the fair market value, which in turn
1s defined as the price at which property would change hands between
a willing buyer and a willing seller, neither being under any com-
pulsion to buy or sell.

Where there is an active market, valuations may be made with
considerable ease. In the case of real estate and inactive or closely
held stocks, however, valuations present great difficulties. Such
values, while technically fact questions, rest entirely on individual
judgment, and it 1s well known that the judgment of different in-
dividuals varies widely in these matters.

G, POWERS OF APPOINTMENT

Owners of property, either by will or deed of trust often delegate to
another person the power to appoint the beneficiary or beneficiaries
who shall receive the property, generally after the termination of an
intervening estate. Such powers are known in the law as powers of
appointment. Transfers resulting from the exercise, and in many
cases, also, from the nonexercise, of a power of appointment, are
to-day taxable in a great many States. The Federal law requires the
inclusion in the estate of a decedent any property with respect to
which he exercised by will or testamentary disposition a general, as
distinguished from a limited, power of appointment.

Under the common law the transfer under a power of appointment
was deemed to originate in the donor of the power, but by statute in
most States the donee is now treated as the source of title. Few
States make any distinction between a general power, which is
practically equivalent to ownership of the property, and a special
power, under which an appointment can be made only in favor of a
restricted class. Cowmplex problems of jurisdiction arise when the
donor of a power lives in one State, the donce in another, and the
property is situated in still another. The situs of the property is
usually controlling, however.
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Part V.—COMMENTS AND SUGGESTIONS

A. LEGAL AND PRACTICAL LIMITATIONS ON FEDERAL ESTATE TAX
LEGISLATION

Federal death taxes are levied pursuant to the power of Congress
to lay and collect taxes, and not under any general power to regulate
the devolution of property, which is a matter exclusively within the
jurisdiction of the States. Being in the nature of excises, which are
indirect taxes, Federal death duties do not have to be apportioned
according to population, but are subject to the rule of geographic
uniformity. They are also subject to the due process clause of the
fifth amendment, which may be invoked when the taxing provision
is so palpably arbitrary and unreasonable as to amount to a confisca-
tion of property, or is so wanting in basis for classification as to lead
to gross and patent inequality. Retroactive legislation will be in-
validated under the fifth amendment if the particular kind of transfer
involved were not subject to the tax when made, although a mere
increase 1n the tax pursuant to a policy of which the taxpayer was
forewarned would not invalidate it.

A practical limitation on the Federal taxing power lies in the fact
that the States also have the power to levy death taxes, and unless due
regard is given to the State taxes the taxpayer will be subjected to an
unreasonable burden. This factor was important in connection with
the granting of a credit against the Federal tax under the 1924 and
succeeding revenue acts for State death taxes paid.

B. INEQUITIES OF THE PRESENT SYSTEM TO THE TAXPAYER
1. SHRINKAGE IN PROPERTY VALUES

Since death taxes are generally imposed upon the valuation of the
property of a decedent as of the date of his death, any shrinkage in
the property between that time and the date of distribution is not
taken into account. In actual cases, shrinkage has been found to be
as great as 60 per cent of the value of the estate, and situations may
arise which will result in complete confiscation of the property. This
could be remedied by providing that the death tax rate should be
determined by the value of the property at the date of the decedent’s
death, but that this composite rate should be applied to the net
value of the estate one year thereafter.

2. RESIDUARY LEGATEES

The widow and those nearest to a decedent are generally made ¢
residuary legatees and devisees of his estate, and since the Federal
estate tax, unless otherwise provided by the decedent in his will, is
payable out of the residue of the estate, these close relatives must bear
the whole burden of the tax while more remote relatives entirely escape
a tax on their shares. This inequity can largely be corrected by the
decedent in drawing his will.

3. UNEQUAL BURDEN ON LIKE AMOUNTS

Due to the fact that the estate tax fastens itself upon the entire
estate and not upon the separate shares, a greater burden is imposed
on a beneficiary who receives a given amount from a large estate than
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one who receives a like amount from a small estate. The testator, in
his will, has the power to regulate the distribution of the tax, however,
and, as pointed out, it is ordinarily payable out of the residue in any
event.

4. MULTIPLE TAXATION

In the past, multiple taxation of the intangible personal property
of nonresident decedents has resulted in unconscionable burdens on
estates in many cases. Death taxes often had to be paid on the same
intangible property to several different States upon the basis of
jurisdictional claims made by these States on one ground or another.
Particularly was this true of corporate stocks. Public opinion forced
the States to adopt corrective measures, and some repealed their tax
on the intangible property of nonresidents while others enacted
reciprocity provisions exempting intangibles of decedents of those
States which did not tax the intangibles of their own decedents.

While the development of reciprocity has been of great benefit to
estates, the Supreme Court, by a series of recent decisions, has also
taken a large part in relieving the burden of duplicate taxation.
In eases involving corporate stocks, bonds, bank deposits, debts, and
so forth, the court has denied the power of a State other than that
of the decedent’s domicile to tax these intangibles. The question
of intangibles having a so-called business situs is left open by the
court, however,

C. INEQUITIES OF THE PRESENT SYSTEM TO THE GOVERNMENT
1. INCREASE IN PROPERTY VALUES

Just as the shrinkage of property values after the death of the
owner causes a hardship on the estate, so the increase in values works
to the disadvantage of the Government. If it is desired to reach this
increase in values the same plan suggested for the taxation of de-
preciated estates could be applied; that is, the rate of tax could be
determined according to the value of the estate at the time of the
decedent’s death, and then be iinposed on the net value of the estate
one year thereafter.

2. BASIS OF PERSONAL PROPERTY IN CERTAIN CASES

Since the Federal estate tax is based on the value of the decedent’s
estate at the time of his death, any increment to the estate after that
time escapes this tax. Whether it is reached under the income tax
depends upon the basis of valuation for the purpose of determining
gain or loss which the property takes in the hands of the taxpayer.
If the basis is the value of the property in the hands of the decedent,
the increment may be reached by the income tax; but if it is the value
at the time of distribution, the increment between the decedent’s
death and that time is not taxed under either the estate tax or the
income tax. All property aecquired from the estate by the executor
takes the basis it had in the hands of the decedent, but where a
trustee acquires personal property by general bequest the basis to
him is the value at the time of distribution. Where the executor and
trustee are the same person, there is a possibility of using one basis
or the other, according to which will most benefit the estate. The
reason for using the date of distribution as a basis of valuation for
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general bequests of personalty is that for practical purposes the
legatee never acquires the property until that time, but the Supreme
Court has held that Congress has the power to fix the basis of personal
property as the value at the date of the decedent’s death in all cases
if it sees fit to do so.

3. COMMUNITY PROPERTY STATES

In the case of decedent’s dying in States having the community
property system, only one-half of the property of the community
estate is normally taxable at the death of either spouse. KEven though
the other half is taxed later, on the death of the surviving spouse, the
total tax is much less than it would have been had the property been
taxed as a unit as is done in the case of decedents of States not having
the community property system. In the case of a $10,000,000 estate,
for example, if 1t 1s taxed as a unit the Federal tax, after credit for
State death taxes, would be $2,026,900. If taxed as two estates of
$5,000,000 each, the tax would be $757,000 in each case, or a total of
$1,514,000. Thus the Federal Government would lose $512,900.

4. LEGAL METHODS BY WHICH THE ESTATE TAX MAY STILL BE AVOIDED

Tax avoidance, as distinguished from tax evasion, is perfectly legal.
Thus, if a person has a general power of appointment over certain
property, he can avoid a tax on his estate with respect to the property
subject to the power by simply failing to exercise it, or by making the
appointment in his lifetime by a deed not of a testamentary character.
Bequests to charitable and similar institutions may be used to reduce
the net estate of a decedent and thus bring it within lower brackets of
the progressive rates. Until the enactment of the present gift tax,
the estate tax could be entirely avoided by the making of gifts inter
vivos, and even now the first $5,000 of gifts to any one person in each
year is not taxed, and there is a general exemption of $50,000 allowed
against the total taxable gifts made by the donor after the effective
date of the act. Life insurance payable to named beneficiaries, to the
extent of $40,000, is exempt from the estate tax, while irrevocable
insurance trusts may be used for the purpose of entirely avoiding the
$40,000 limitation. Trusts of other property may similarly be set up
for the purpose of avoiding the estate tax, but even though the trust
may not be taxable under the estate tax it may be reached under the
gift tax. The rates of the gift tax, however, are one-fourth less than
those of the estate tax.

D. RELATION OF DEATH DUTIES TO THE ACCUMULATION OF WEALTH

The fundamental economic theory upon which the death tax is
based is that every person enjoys only a life interest in his property,
and that upon a person’s death the State may claim the whole of his
estate or any portion it sees fit. Jeremy Bentham, the English jurist
and philosopher, fathered the idea of abolishing intestate succession
except between near relatives, while John Stuart Mill favored the
restriction of the amount which any one might receive either by will
or intestacy. The agitation in this country for the limitation of
inheritance through death taxes was largely projected by Theodore
Roosevelt, when President. Supporting President Roosevelt in his
scheme for progressive death taxes was Andrew Carnegie, the multi-

.
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millionaire steel king and philanthropist, who might have been
expected to be on the other side of the question.

There has been much difference of opinion as to the propriety of
using taxation as a means of bringing about social reforms, but in
1924, when other taxes were being reduced due to a surplus in the
Treasury, the estate tax was jumped from a maximum of 25 per cent
to a maximum of 40 per cent. Clearly this was not done for the
purpose of raising revenue, and as a matter of fact the proponents of
the increase frankly gave a number of “social” reasons for the higher
rates. One was to prevent the accumulation and perpetuation of
large fortunes in the hands of those who contributed little or nothing
to their creation.

It would appear that if death-tax rates are to be fixed from social
considerations, the problem should be approached with the idea of
arriving at a fair average rate which would not bear too heavily on
any ordinary tvpe of cstate.

E. THE DEATH TAX FIELD—WIIO SHOULD OCCUPY IT?

Federal death duties may be justified under the power of Congress
to lay and collect taxes. State death duties, of course, are based upon
the power of the States to regulate the devolution of property. In
spite of the power of the Federal Government to levy a death tax, it
has been contended that it should abandon the field in favor of the
States, particularly on the ground that the States have absolute power
of regulation over property passing at death. It is also contended
that Federal death taxes involve a usurpation of State revenues; that
death taxes are more readily collectible by the States; and that his-
torically the Federal Government has used death taxes only in emer-
gencies.  On the other hand, it is urged on behalf of a Federal tax
that without the Federal Government in the estate-tax field, State
death taxes would disintegrate because of interstate competition for
the residence of wealthy persons; that the great fortunes of the coun-
try are not created in one localily, but from all over the Nation,
which should share in their taxation; that the Federal estate tax is a
necessary corollary to the income tax to reach property not taxed
therecunder in the lifetime of the owners; and so on.

Looking at the problem from a practical standpoint, it would appear
that the following facts may be substantiated:

(1) Before the imposition of the Federal estate tax, the States made
little use of death taxes, receiving only $28,000,000 from this source
in 1915. Only 12 States levied an inheritance tax on lineal heirs, and
they are the ones who usually receive most of a decedent’s property.

(2) In spite of the entrance of the Federal Government into the
death tax field in 1916, the State revenues from this source have in-
creased each year since that time, particularly after the allowance of
a credit against the Federal tax in the 1924 and succeeding revenue
acts for State death taxes paid. Tn 1930, the State death-tax revenue
was over $180,000,000.

(3) The credit provision of the Federal law, which was first limited
to 25 per cent of the Federal tax and was later increased to 80 per
cent, has promoted uniformity in the total death tax burden, par-
ticularly in connection with the larger estates.
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(4) The additional Federal tax inmposed by the revenue act of 1932,
against which no credit is allowed for State death taxes paid, merely
increases the total tax on estates and does not interfere with the
State revenues.

(5) The withdrawal of the Federal Government from the death
tax field would result in the automatic reduction of over half of the
State levies, due to the fact that they impose additional taxes for the
specific purpose of taking up the Federal credit. Some States would
automatically have no death taxes at all and would beconie havens of
refuge for the ultra rich.

No compelling reason can be set forth why the death-tax field
should be exclusively occupied by either the Federal Government or
the States. Strong arguments can of course be advanced in favor
of one or the other, but 1t appears that the most satisfactory solution
of the problem is to leave the matter in the status quo, at least until
some plan can be evolved for apportioning the entire tax field.

F. SHOULD THE FEDERAL GOVERNMENT SUBSTITUTE AN INHERITANCE
TAX FOR THE ESTATE TAX?

In 1916, when the present Federal death tax was first imposed,
Congress adopted the estate tax rather than the inheritance tax
because it was felt that such a tax could be administered with less
conflict than a tax based upon the distributive shares. The deter-
mination of the rights of beneficiaries under the will of a testator or
under intestate law are exclusively matters within the jurisdiction of
the States, and these rights would have to be determined before a
Federal inheritance tax could be applied. Under an estate tax, the
Federal Government is concerned only with the estate as a unit,
before distribution.

Though diserimination in favor of direct heirs is diflicult under an
ostate tax, yet when the Federal estate tax and the State inheritance
taxes arc considered as a unit, the total burden will usually be found
to be lighter on direct heirs than on collaterals and strangers. The
principal reason for [avoring direct heirs is that a man should not be
penalized for making adequate provision for his family, but this can
be accomplished under the estate tax by providing a large exemption.
So far as the incidence of the estate tax s concerned, the whole matter
1s under the control of the testator in making his will.

From a theoretical standpoint, 1t may be argued that if an estate
owes an obligation to the Federal Government, or if it has escaped its
fair share of taxes in the lifetime of its owner, the estate as a unit, and
not the distributive shares in the hands of the beneficiaries, should
pay the death tax.

Thus, from a practical standpoint, it would seem that the estate tax
is best adapted to use by the Federal Government, and its imposition
i1s not unsupported by theory. It is true that the inheritance tax
appears somewhat more equitable, but the possibilities of incorpo-
rating into the estate tax some of the equitable features of the inherit-
ance tax should not be overlooked.

G. REVENUE POSSIBILITIES OF DEATII DUTIES

In 1930, the combined Federal and State death taxes amounted to
$245,000,000, or about 2% per cent of the estimated amount of prop-
erty devolving cach year. In practically the same period, Great
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Britain, with a national wealth of about one-third that of this country,
collected $413,000,000 from death duties, or about 12 per cent of the
estimated amount of property devolving annually in that country.
These death duties accounted for 4.5 per cent of the total internal
taxes in this country (Federal and State), and for 19.6 per cent of
Great Britain’s total internal taxes. This difference may partly be
accounted for by the fact that the British rates are quite high and the
exemption very low, while in this country our rates are fairly low on
the smaller estates and our exemptions are quite large.

What the effect of the additional estate tax levied by the Federal
Government in 1932 will be on the Federal revenues is not definitely
known, but it may be assumed that when the rates are fully effective
the total Federal and State collections will be in the neighborhood of
$400,000,000. As our total rates now measuably approach those of
Great Britain, we should normally collect three times the revenue col-
lected in that country. However, the exemption in Great Britain is
only £100 (about $500),while under our basic Federal taxitis $100,000
and under the super tax $50,000. When smaller estates are thus
eliminated through exemptions, the base of the tax becomes consider-
ably narrowed as large estates are the exception and not the rule.
With an exemption of $100,000, probably less than one-third the total
value of property said to devolve annually in this country is reached
by the Federal tax. In fact, in 1930, only 8,798 Federal estate-tax
returns were filed by resident decedents.

H. SUGGESTIONS

1. POSSIBILITY OF INCLUDING SOME OF THE EQUITABLE PROVISIONS OF THE
INHERITANCE TAX IN THE FEDERAL ESTATE TAX

At the expense of simplicity and certainty, 1t would be possible to
incorporate some of the equitable provisions of the inheritance tax in
the estate tax.

Plan A.—Determination of the statutory exemption according to
the relationship and number of the beneficiaries.

Under this plan, the present specific exemption would be superseded
by a variable one, to be determined by the number of beneficiaries
and their respective relationship to the decedent. A similar plan is
used in the present New York statute.

Plan B.—As an alternative to Plan A, a partial refund of the estate
tax could he made to the direct heirs upon the basis of a recomputation
made after the estate had been distributed.

Under this plan, a tax would first be paid on the entire estate, as
at present, and then a recomputation would be made after distribu-
tion, each share being treated as a separate estate, with rates and
exemptions depending upon relationship to the deceased. A refund
would then be made of the excess of the original estate tax actually
deducted from the share over the tax as recomputed.

2. DIVISION OF THE DEATH TAX FIELD BETWEEN THE STATES AND THE FEDERAL
GOVERNMENT

It is elsewhere pointed out that the only way to preserve the field
of death taxation for the States which wish to use it 1s for the Federal
Government to levy a tax and allow a credit against it for State death
taxes paid. Under the present arrangement, we have State inheri-
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tance and estate taxes, additional State estate taxes, a basic Federal
estate tax, and an additional Federal estate tax. Prior to the impo-
sition of the additional tax by the Federal Government, it actually
collected a minimum of 20 per cent of the tax it levied, leaving the
balance to be imposed and collected by the States. Under the
additional Federal tax, the total Federal portion will be over 60 per
cent of the combined levy in the case of the large estates.

The maximum rate on estates is now 45 per cent, applying to
that portion in excess of $10,000,000. The determination of what
burden estates can reasonably bear 1s a question in which the
States should have a voice. After that is determined, some con-
sideration should be given to what portion of the tax should be
collectedd by the Federal Government and what portion by the
States. Then the Federal Government could levy the maximum tax
agreed upon and allow a credit against it equal to the portion of the
total burden which it is considered the States should levy. The
States could then impose a tax equal to that proportion of the Federal
tax if they saw fit to do so, and in that way the imposition of death
taxes would be greatly simplified and there would be absolute
uniformity in their application.

Inasmuch as the larger estates are usually amassed under the whole
national economic structure rather than in any one State, the credit
. might be allowed on a sliding scale, so that the Federal share of the
total burden would increase with the size of the estate.

3. REVALUATION OF ESTATES

The equity of making some adjustment for depreciation in estates
between the date of the decedent’s death, when the tax is imposed,
and the date of distribution of the property, is apparent. It is hardly
the policy of the Congress to confiscate estates in any case, but unless
some action is taken the tax will continue to border on confiscation
in many instances. A remedy has elsewhere been suggested, namely,
that the rate of tax be determined by the value of the estate at the
date of the decedent’s death and be applied to the net value of the
estate at the time of distribution.

As an alternative to this plan, it might be provided that the tax
should in no case exceed the amount which would be payable if the
highest rate applicable to any portion of the net estate at death
were applied to the entire net estate at its value as of the date of
distribution.

Another plan which might be suggested would be to make no
alteration In rates but to limit the total tax payable to an amount
not exceeding a given percentage, say 50 per cent, of the value of the
net estate at distribution. This method, however, would be dis-
proportionately beneficial to the large estates.

4. DESIRABILITY OF GREATER UNIFORMITY IN STATE STATUTES

While a general uniformity in the death-tax burden has now been
brought about through the mfluence of the Federal credit for State
death taxes paid, there still remain a number of problems which
should be dealt with. The following matters could profitably be
.considered :
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(1) Simplification of death taxes by imposing only one tax instead
of both imheritance and estate taxes.

(2) Uniform classification of beneficiaries in determining rates
and exemptions.

(3) Uniform exemptions for cach class of beneficiaries.

(4) Uniform rates for each class of beneficiaries.

(5) Fuller recognition of the principles underlying the laws of
descent and distribution in determining the rates of tax applicable
to each class of beneficiaries.

5. MISCELLANEOUS SUGGESTIONS FOR LEGISLATION

(@) Taxation of ¢ifts made in contemplation of death under the
gift tax rather than the estate tax, due to difliculty of proving “con-
templation” of death.

() Taxation of transfers in trust which are not clearly of a testa-
mentary character under the gift tax rather than the estate tax, due
to doubtful constitutionality of the present method.

(¢) Attempt to include the wife’s portion of community property
in the estate of husband on basis of the richt to manage, control, and
dispose of her share which she acquires on her husband’s death.

(d) Define ‘“general power of appointment” for purpose of the
estate tax.
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Parr I. HistoricaL Facts
A. HISTORY OF DESCENT AND DISTRIBUTION

1. IN ANCIENT TIMES

A knowledge of the laws of descent and distribution is necessary
in order fully to comprehend the principles underlying the imposition
of death duties. From the earliest times, the sovereign has had the
right to regulate the disposition of property passing at the death of
the owner. This right is based upon the doetrine that originally all
title to property was in the king. The right to dispose of property
at death, therefore, is not a natural right but a privilege, subject to
such conditions as the sovercign may see fit to impose. The Egyptian
Hindu, Hebrew, Mohammedan, Chinese, Roman, and Greek law
all prescribe rules governing the descent of property.

The following quotation translated from ‘‘La Successione Testa-
mentaria Secondo 1 Papiri Grecoegizii,” by Vineenzo Arangio-Ruiz,
shows the absolute title of the king in lands under Egyptian law:

The king, according to documents of the earliest dynasties, was absolute owner
of all lands. The priest had only the use of the lands destined for the Gods.
In compensation for their services, the soldiers received only the right to cultivate
definite amounts of land for their own profit as long as it pleased the seignoir,
wno was always ready to show his power by making the soldiers move from one
place to another. In the most ancient epoch, the enjoyment of goods granted
in subownership by the king or by seignoirs was strictly personal, but it was
natural that the sons of priests and soldiers followed the path beaten by their
fathers, so that it became customary to invest them with the goods left by them.
The king sometimes gave absolute ownership of garden lands to especially deserv-
ing subjects. Under Rameses 11 it became commmon for the sons to succeed the
father in his land. Passage from onc caste to another was rare. Under the
influence of the Greeks there was sanctioned a very liberal privilege in favor of the
first-born.

The principles of the Hindu law of succession are set forth in the
‘Sacred law of Aryes,”” as translated by George Buhler. The follow-
ng quotation sets forth the most important of these laws:

After the father’s death let the sons divide his estate.

Or, the whole estate may go to the first born; and he shall support the rest as a
father.

But in partition there is an increase of spiritual merit.

The additional share of the eldest son consists of a twentieth part of the estate.

The additional share of the youngest consists of the sheep, grain, the iron
utensils, a house.

All the remaining property shall be divided equally.

A woman’s separate property goes to her unmarried daughters.

Srotriyas shall divide the estate of a childless Brahmana.

The king shall take the property of men of other castes.

Thus the Hindu law recognized the doctrine of distributing property
equally among the sons. There were two exceptions to this general
rule. The eldest son was recognized as the head of the house and
received on that account an additional share, and the youngest
received an additional share under the supposition that he was the
weakest. The right of a woman to hold property was recognized
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as was the right of the king to take property of men outside the
Brahmanian castes. By an old Hindu customn, if a man had no son,
he might adopt the eldest son of an appointed daughter.

In the case of the Hebrew law, Moses laid down the following rule:

If a man die, and have no son, then ye shall cause his inheritance to pass unto
his daughters. And if he have no daughters, then ye shall give his inheritance
unto his father’s brethren. And if his father have no brethren, then ye shall
give his inheritance unto his kinsman that is next {o him of his family, and he
shall possess it.

1f the deccased had more than one son each took an equal share
except the first-born, who was entitled to a double portion. The
wife did not inherit from the husband as she was considered to be a
part of his property. Obligation for her support, however, was
mmposed upon the principal heir. The Rabbis established the fol-
lowing order of descent and distributions:

(1) Sons and their descendants, (2) daughters and their descend-
ants (3) the father, (4) brothers and their descendants, (5) sisters and
their descendants, (6) the father’s father, (7) the father’s brothers and
their descendants, (8) the father’s sisters and their descendants, and
(9) the father’s father’s father, ete.

The Mohammedan law doubtless contained the most scientific
rules of succession found in any country. 'This law is difficult to
describe because the various portions which are allotted to each heir
are mathematically worked out and a different rule applied in a
great number of cases. The gencral principle is stated by Shama
Churun Sircar in his lectures on “The Muhammadan law,” as
follows:

The first in order are those persons who are entitled to shares; they are such as
have specific shares allotted to them. 2. After them are the residuaries by
consanguinity, who are all such as take what remains of the inheritance after
the sharers have taken their shares; and, if there be only residuaries, they take
the whole property. 3. Then the residuary for special cause, that is, the manu-
mittor of a slave, and his (or her) male residuary heir. 4. In default of resid-
uaries, the residue remaining after allotment of shares returns or reverts to the
sharers by eonsanguinity according to their respective rights. 5. Then inherit
the distant kindred. 6. Next, the successor by contract. 7. Next succeeds the
person who was acknowledged as a kinsman through another, so as not to prove
his consanquinity through sueh other, provided the deceased persisted in that
acknowledgment till he died. 8. Then the person to whom more than one-
third, even the whole of the property was left by will. 9. Then, or lastly, the
Bayitul-mal, or publie treasury.

There seems to have been no rule of primogeniture in the early
Mohammedan law. Daughters inherited a portion, which was
generally one-half that of a son. The rules of succession were com-
plicated by the existence of polygamy. In case of brothers inherit-
ing from each other, the one with the same father and mother as the
deceased was preferred over the one with the same father only.

The rules of descent and distribution in China are set forth in the
following statement, prepared by Dr. Arthur W. Hummel, of the
Library of Congress:

Inheritanee in China was from ancient times based on custom whieh was recog-
nized by law unless otherwise prohibited. All property was held in common by
the family, but was administered by the elders for the mutual benefit of the clan.

Upon decease of the head of the family, the property might be left intaet or
redistributed aecording to the wishes of the surviving members with the sanction
of the mother. There was no will in the Western sense, but the deceased might
leave a written or oral eharge, whieh, being known to the group as a whole, must,
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as far as possible, be carried out by the decendants, but a will that presupposed
the alienation of property beyond the clan was never recognized as valid. Aliena-
tion of property could take place only before the death of the testator and hence
was always liable to be protested. The right to control the undivided property
was by custom vested in the eldest son, who could not alienate property without
the consent of the mother and younger brothers.

In case of redistribution of property, the mother received a definite share and
the sons shared equally, the share of the daughters being equivalent to a dowery.
In addition to his own share, the eldest son inherited the sacrificial property which
he was obliged to leave intact to the oldest male descendent. If the wife of a
deccased brother had sons of her own, she was ordinarily entitled to the property
of her hushand which she held in trust for her children.

In later periods of Chinese history, sons of concubines shared equally with
legitimate sons, the same being true of illegitimate sons if proven to be descend-
ants of the deccased.

The early Roman law is obscure in regard to succession in the case
of intestaey, the right to dispose of property by will being recognized.
In “Roman Law,” by Hunter, the rules laid down by the one hundred
and eighteenth novel of Justinian, in the early part of the Christian
era, are as follows:

The children of the deceaged, whether sons or daughters, take equal shares per
capita.

Grandchildren take equally the portion that their parent would have taken if
alive [per stirpes]. )

If there are no descendants, the ascendants exclude all collaterals, except
brothers or sisters of the whole blood.

If there are several ascendants, the nearer exclude the more remote, whether
male or female, on the father’s side, or on the mnother’s.

It should be observed that under the Roman law no distinction is
made in favor of the first-born or male heirs.

The early Greek law of the preclassical period contains certain
interesting features. In Corinth, there was an old statute limiting
the actual number of families in the State, which presumably had
the same effect as the law limiting the number of estates in Thebes.
The conservative spirit of Sparta long retained a restriction upon the
subdivision of inheritances, and in Athens it was customary for the
eldest son to keep the family house, the household goods, and the
family name, in addition to his share of the property. This latter
custom resembled to some extent the Hindu praetice. Subsequently,
in classical Greece, these privileges in favor of the first-born dis-
appeared, and the property was divided equally among the heirs.

The rules of deseent set forth in these ancient laws are not materially
different from those which exist in the United States to-day, execept in
regard to the Hindu and Hebrew laws relating to the right of women
to receive property. The rule of primogeniture is hinted at, but not
well established. Whatever advantage the first born received was
offset by certain obligations. The opinion has been expressed with
respect to the Hindu and Hebrew law that the additional portion
granted to the first born was given as a matter of poliey to encourage
him to make an honest distribution of the estate. \While in some
cases under the Hindu law the first-born is allowed to take all the
property, when he does so he is bound to support the entire family.

What has been stated with respect to the laws of inheritance in
ancient countries concerns only civilized nations. 'The rules followed
in the case of primitive man ean only be surmised from certain customs
which existed in savage tribes and which have come under the obser-
vation of civilized man. While it is not feasible to undertake an
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analysis of this subject in a work of this kind, due to the mass of ma-
terial involved, certain interesting features will be mentioned. In
general, the commumty right in the real property occupied by the
savage was superior to the right of the descendants. With respeet
to personal property, it was appnrently common for the heirs of the
decedent to succeed to the same. Where polygamy existed, inherit-
ance often followed the female line instead of the male. In the case
of early kings of the Seottish Piets, brothers succeeded brothers, but
the general rule aceording to modern accounts of savage tribes appears
to have been that sisters’ sons succeeded to their maternal uneles,
beeause kinship through males was unrecognized.

2, IN EUROPE

(¢) Great Britain.—Among the early Britons, an ordinary inhexit-
ance was divided between all the sons equally. Among the S axons
and Danes, sons and daughters shared real and personal property in
like proportion. With William the Conqueror’s advent into England,
the feudal system of dividing land into military tenures was intro-
duced, and under that system descent was naturally to the eldest son,
as he was the first of his generation able to perform the duties of mili-
tary service. Furthermore, the system of entails grew up, and
nothing eould divest an eldest son of the estate that was entailed to
him. Sir William Blackstone, in his Commentaries on the Law of
England, published in 1762, deseribes the law of intestacy as follows:

In personal eslates, the father may sueceed to his children; in land property,
he never can be their immediate heir by any the remotest possibility: In general,
only the eldest son, in some places only the youngest, in others all the sons
together, have a right to succeed to the inheritance; in real estates males are pre-
ferred to females, the eldest male will usually exclude the rest; in the division of
personal estate, the females of cqual degree are admitted together with the
males, and no right of primogeniture is allowed.

Under the existing law in England, the rule of primogeniture
has been abolished, and both sons and daughters share equally in
estates of both personal and real property. Estates tail may now
be converted into fee simple estates by executing a deed to that
effect and enrolling it in the court of chancery. However, a few old
English estates, such as Blenheim and Trafalgar, are perpetually
entailed, and there is no means of eutting them off by legislation.
As a general rule, property ean not be tied up for more than two
generations, due to the rule against perpetuities. But, as there 1s
absolute freedom of bequest in England, and as most property in
England passes by will, there is still the tendency to continue real
estate in families from generation to gencration by means of marriage
settlements and other dispositions of property allowed by law. The
whole blood now have priority over the half blood. The husband no
longer has a right of universal suecession to the wife’s property, but
only a life interest. Moreover, where a child dies intestate without
issue, leaving both parents, the father no longer sueceeds to the exclu-
sion of the mother, and the latter is given an equal share. Under an
old statute of James II, an intestate’s brothers and sisters had a right
to share equally with the mother. Under the present law, the mother
has been restored to her position as sole suceessor. The present order
of descent in the case of intestacy for near relatives, for both real and
personal property, is as follows: First, children and ‘their descendants;
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second, father and mother in equal shares or the survivor alone;
third, brothers and sisters of the whole blood. For a complete de-
seription of the present rules in England, see Exhibit A in the appendix.

(b) France—The early French law was based upon the Roman
civil law, and provided for an equal division of personal and real
property among the children of the deceased. In many parts of the
country, however, these old laws were superseded by local customs
and feudal traditions inspired by the ascendancy of military service.
Many of these customs favored the rule of primogeniture, especially in
Paris, Normandy, Picardy, and Orleans. In the South of France, the
privilege of the eldest son had more difficulty in gaining a foothold
than in the northern part, due to the strong Roman influence. More-
over, this rule was applied only in the case of nonnoble tenures, so
that there were two systems of suceession existing in France at the
same time. There also grew up certain entails in perpetuity which
applied only to estates of hereditary nobility. As a result of the
French Revolution, the privilege of the eldest son was abolished, and
under the Code Napoleon equal division of property among the
children, without distinction as to age or sex, was provided. Entails
in perpetuity, with few cxceptions, were definitely abolished in 1849,
the chief class that remained being tolerated until the families in
question became extinct.

The present French law provides that certain definite minimum
portions of the father’s estate shall go to the children and no amount
of individual or collective disobedience can deprive them of such
shares. This is entirely different from the law in England and in the
United States, where absolute freedom of bequest is permitted, with
the exception of certain marital mghts. Another distinguishing
feature of the French rule in the case of intestacy is the separation of
the property into two equal portions in the case of no issue. One of
these portions goes to ascendants and the other to collaterals.
While neither dower nor curtesy, as such, exist in France, the hus-
band or wife always takes a life interest in a part of the property.
The order of descent in the case of near relatives is: First, children and
their descendants; second, brothers and sisters and their descendants,
one-half; father and mother, one-half, but if only one survive, one-
fourth to the parent and three-fourths to the brothers and sisters;
third, ascendants of paternal and maternal line per capita. For a
deseription of the French law of inheritance as it exists to-day, see
Exhibit A in the appendix.

(¢) Germany.—In the early Teutonic period, property was divisible
among all the heirs of the deceased. As there was a tendency to
keep the land of the tribe or family together, equal divisions among
the children did not always take place. The rules and customs were
different i many localities. Feudalism, with primogeniture in its
wake, began to exercise an influence. In some cases, a representative
member of the family was chosen as a general manager or guardian
for the relations. By the end of the thirteenth century, the right to
dispose of property to a single individual was recognized by law.
There was also the custom of making family compacts which stipu-
lated that land held by military service should descend to the cldest
son. HKventually, a fixed rule was adopted that the eldest son or the
eldest relation should inherit the property. Later the tendency was
toward equal division of the property. As this tendency resulted in
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a splitting up of the landed estates and a weakening of the control by
the nobles, there was later a sharp veaction toward “the rule of primo-
geniture. When Napoleon conquered Germany, the law of the
Code Napoleon was applied. Under this code there was no privilege
of primogeniture, and the property was equally divided among the
heirs. The two broad systems of division and nondivision have from
very early times commingled throughout Germany, and while the
mountainous south has mainly parceled out, the level north has
rather maintained, the large estates which are inherited by a single
heir. 'The latter plan which follows the old German custom of keep-
ing the farm together, appears to have predominated under the
empire. Under the present law of Germany, equal division among
the children is mandatory. This is one of the distinguishing charae-
teristics between that law and the laws of England and the United
States which permit entire freedom of bequest The rights of a
surviving spouse are absolute and do not consist of a life interest.
The order of descent for near relatives is: First, children and their
descendants; second, parents and deseendants; thnd grandparents
and descendants. For a more complete description of the law of
inheritance in Germany to-day, see Exhibit A in the appendix.

(d) Italy—In northern Italy the property was at first divided
equally among the sons. While the father was allowed to give a
limited preference to a deserving son, yet if all the sons were good
and obedient, equal partition was the rule. In southern Italy the
privilege of the first son to inherit the property crept in as the result
of the conquest of this country by the Normans and the introduction
of the feudal system by them. After the conquest of Italy by
Napoleon the rules of descent were governed by the Code Napoleon.
The present rules of descent in Italy are such as would be expected
in the country in which the civil law originated. Children and their
descendants have the first claim on property, but brothers and sisters
precede fathers and mothers in the order of inheritance. Husband
and wife are entitled to a certain portion of the estate, and the owner
can dispose by will of only one-half of his property if there are chil-
dren and of only two-thirds if there are no children. For a descrip-
tion of the Italian law of inheritance as it exists to-day, see Kxhibit
A in the appendix.

() Spain.—Under the old Spanish common law the property of
the deceased was divided equally among his sons and daughters alike.
Later the feudal system brought about a change in the law, and
descent was not limited to an eldest son, but on the contrary all the
sons were required to divide the land equally. In Aragon, King James
IT (A. D. 1307), at the request of the barons, allowed them to leave
an inheritance to a single heir among their children to avoid the
splitting up of estates, and this puvﬂegc was extended in later years
to freemen. 'The %ystem of entails also flourished in Spain, but it
was abolished in 1836 and has never been revived. The present
law is based upon equal division among the children, although the
parents may still reserve a portion in favor of the eldest or another,
and the only obvious privilege still surviving exclusively to an eldest
soxll appears to be the rather empty one of inheriting his father’s
title.

The most interesting feature of the Spanish rules of descent is the
community property principle, which allows the surviving spouse
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one-half of the marriage partnership estate. The father and mother
precede brothers and sisters in the order of descent in taking property
which is left by an intestate. As in Italy, the owner can only dlspose
of a portion of his property by will, the balance going to ‘‘forced heirs.”
For a more complete description of the Spanish law of inheritance, as
it exists to-day, see Exhibit A in the appendix.

3. IN THE UNITED STATES

In this country the power to regulate the descent and distribution
of both real and personal property is (subject to constitutional and
treaty limitations) entirely within the jurisdiction of the several
States. Many differences exist under the various State constitutions
and laws.

The rule of giving prionty to the eldest son in the case of real
property has never been applied in this country. Even during the
colonial period, when land was granted by the King, the colonial
charters provided that it should be held in free and common socage
according to the customs at East Greenwich, in the county of Kent.
Under this custom the land descended to all the sons equally. In
many State constitutions feudal tenure has been abolished and all
lands are declared to be allodial. Entails, for the most part, have been
abolished, and even in the few States where they still exist they are
considerably modified. In some States an estate tail is changed into
a fee simple in the grantee or first taker. In others the first taker has
an estate tail, but after his death the estate becomes one in fee simple
in his issue. In the case of intestacy the general rule is that both
real and personal property are distributed among the children in
equal proportion, without distinction as to sex, subject to certain
rights of the surviving spouse.

A few of the characteristic distinctions between the laws in the
several States will now be considered. In Massachusetts, the order of
descent in the case of intestacy is: First, children and their descend-
ants; second, father and mother; and third, brothers and sisters and
their descendants. Dower and curtesy are recognized, and follow
the common law rule.

In New York, a new law was passed covering descent and distribu-
tion, effective September 1, 1930. Different rules apply to real and
personal property. In the case of real property, the order of descent
is the same as i England, the father and mother preceding the
brothers and sisters. The wife has a dower interest of one-third in the
land of which her husband was seised during marriage. Curtesy, as
such, does not exist, but the husband is entitled to an estate for life
in the lands of which the wife died seised. This life interest may be
defeated by the wife, and her real property is subject to her debts.
In the case of personal property, one-third goes to the widow if there
is issue, but if none and there is a parent, then one-half goes to the
widow and one-half to the parent. If the decedent leaves neither
issue nor parent, then one-half goes to the widow and one-half to
brothers, sisters, or their descendants.

In Pennsylvania, the order of descent to near relatives is similar to
that in New York. However, a certain part of the estate is allotted
to the husband or wife in lieu of dower or curtesy at cominon law.

In the District of Columbia, the civil law rule is followed in the
case of real property, with brothers and sisters ‘preceding father and
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mother, while the common law rule is followed in the case of personal
property, with father and mother preceding brothers and sisters.
Both dower and curtesy interests are provided for in the District.

In Georgia there are several distinctive features. If there is no
issue the surviving spouse is the sole heir. In general, if there are
children, the surviving spouse takes with the children, share and
share alike. Brothers and sisters and father and mother take equally.
This last rule is similar to the one in France. Dower rights exist in
the State but not curtesy rights.

In Louisiana we find traces of the French system. In default of
lineal heirs the estate is .divided into two equal portions, one of
which goes to the father and mother and the other to the brothers
and sisters. The community property principle is recognized, and
the community property includes acquisitions during marriage, but
excludes acqusitions before marriage or with separate funds or by
inheritance or donation. While dower and curtesy, as such, do not
exist, the surviving spouse is reserved certain interests. The power
to disinherit exists, and in this respect the law of Louisiana differs
from that of France, where the beneficiary can not be deprived of
his rightful inheritance or legitime.

In Illinois the rule of descent for near relatives is as follows:
First, children and their descendants; second, father and mother;
and third, brothers and sisters and their descendants. Both husband
and wife are entitled to a life interest in one-third of the real estate
of which the decedent was seized during marriage.

In Missouri the rule is similar to that in Louisiana, where parents
and brothers and sisters share in equal parts in default of issue. The
wife has dower rights, and while curtesy has been abolished, the hus-
band is given rights equivalent to the dower rights of the wife.

In Utah children and their descendants are first in the order of
descent, parents are second, and brothers and sisters and their de-
scendants are third. While dower and curtesy do not exist, the widow
1s entitled to one-third of the real property possessed by the husband
during marriage, to set apart as her property in fee simple.

Texas is a community property State, and one-half of the property
acquired during marriage belongs absolutely to the surviving spouse.
The order of descent is children, parents, and brothers and sisters.

For a complete description of the laws of descent and distribution
in the several States, see Exhibit B in the appendix.

4. SUMMARY

From the foregoing résumé of the history of descent and distribu-
tion, the following conclusions may be drawn:

(a) The inherent right of the sovereign to regulate and control the
descent and distribution of property passing at death has been recog-
nized from the earliest times.

(b) The most important change which has taken place in the cules
of inheritance and succession is with respect to the rights of a wife
in the property of her husband. In ancient times the wife had no
inheritance; later dower rights were granted; and finally the commun-
ity property principle was developed which recognized the wife as
being entitled to one-half of the earnings of her husband.

(¢) The rule of primogeniture, giving preference to the eldest male
heir, was not firmly established in ancient times, but flourished during
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the feudal period. It has, at the present time, become praetically
extinct.

(d) Subject to the rights of the surviving spouse, the present rule,
followed by practically every country, is that children and their
descendants are first in the order of succession. This is the only rule
which appears to be followed uniformly by all nations.

(¢) The father and mother are generally next in line after lineal
descendants. This rule is not entirely uniform. For example, in
Italy brothers and sisters precede the parents; in France, parents take
one-half and brothers and sisters one-half of the estate; in Georgia
and Missouri parents and brothers and sisters share equally; in the
District of Columbia brothers and sisters precede parents in the
case of real property and follow the parents in the case of personal
property.

(f) There is no longer any distinction between male and female
heirs, as was the case under rules adopted in former times.

(9) The power of a person to dispose of his property by will is
generally recognized. An exception is made in the case of certain
rights granted to the surviving spouse. Moreover, in certain coun-
tries in continental Iurope, such as France and Spain, lineal de-
scendants are entitled to a certain portion of the estate and can not
be excluded therefrom by will.

(h) In some countries, and in a few States of the United States, the
surviving spouse is entitled to one-half of the property acquired during
marriage under the community property principle. Eight States in
this country have community property laws, and this principle is
also recognized in France and Spain.

B. HISTORY OF DEATH TAXES

1. IN ANCIENT TIMES

Inheritance taxes have existed from the earliest times. Egypt
imposed a tax on the transfer of property by inheritance as early as
700 B. C., at a flat rate of 10 per cent. In 117 B. C., an inheritance
tax was levied not only upon real but also upon personal property.
A similar tax was imposed by the Grecian cities and the Byzantine
Empire.

The Romans appear to have copied their first inheritance tax from
the Egyptians. Gibbon, the historian, traces the origin of the tax to
Emperor Augustus, who suggested it to the Senate as a means of
supporting the Roman Army. The tax was called the ‘“vicesima
hereditatium,”” and was levied at a flat rate of 5 per cent on inherit-
ances and bequests. Certain exemptions were allowed to direct
descendants and near relatives, but these exemptions applied only
when the decedent belonged to one of the old families of Rome.
This law remained unchanged for a century or more. The Emperor
Nirva (96-98 A. D.), exempted successions between mother and
child. The Emperor Trajan made the exemption of the direct line
and near relatives apply to all Roman citizens. Though these
exemptions were abolished by Caracalla, they were restored by
Maecrinus. Pliny, the younger, made the first recorded argument
against inheritance taxation, stating that in the direct line it was
an unnatural tax, augmenting the grief and sorrow of the be-
reaved. Gibbon states that the tax was most fruitful as well as most
comprehensive.
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2. IN EUROPE

After the fall of the Roman Empire during the early Middle Ages
there were no inheritance taxes. When the feudal system was
established, however, two forms of inheritance tax, known as the
“relief” and the ‘“heriot,” were developed. These taxes were not
copied from the Roman tax, but were strictly feudal in their origin.
The “relief” was an exaction made by the King in consideration of
his permitting property to pass to indirect heirs rather than to the
Crown. The “heriot” was a duty levied with respect to the peasants
of a lord’s estate. It was imposed at the death of a serf upon the
transfer of his chattels to his heir. With the disappearance of
serfdom and the manorial system, these dues were largely converted
into monetary payments. The ‘“relief’’ was the direct forerunner of
the national inheritance taxes of France, Spain, and Portugal.
Inheritance taxes were imposed in Germany and the Netherlands
during the seventh century, and in Italy before the close of the
fourteenth century. The development of inheritance taxes in the
principal European countries will now be discussed.

(@) Great Britain.—It is possible that the Roman “vicesima
hereditatium” was applied to the British Isles during the third
century A. D., which was the period of Roman occupation, for the
reason that this tax was extended to the outlying provinces. In the
early Anglo-Saxon times, the personal property of a decedent was
subject to an ecelesiastical duty, first called the “sawlsceat’ and later
the “mortuarium.” These duties were paid to the church and were
imposed on all classes. With the advent of the feudal system,
following the Norman Conquest in the year 1066, both the ‘“relief”
and “heriot”” were put into effect. Moreover, the English Crown,
by the Statute of Marlborough (52 Hen. 3, ch. 17), levied a feudal
relief on the direct heirs when they were not present on the estate
by virtue of “prima seisina,” on the theory that the Crown had to
protect the estate against interlopers until the heirs’ appearance.
The exaction of the relief became so oppressive that it brought sharp
protest from the nobles. It was first limited by a charter of Henry I,
and in section 2 of the Magna Carta the amount exacted was regulated
at 100 pounds for an earldom or barony, and 100 shillings for a knight’s
fee, with no additional fees in case of wardship.

By the end of the seventeenth century, the feudal exactions of
“relief” and “prima seisina’’ had fallen into disuse. In lieu of these
duties, England imposed, under the stamp tax act of 1694, a duty
of 5 shillings on the probate of wills and letters of administration
covering personal estates in excess of £20. This duty was copied
from the Dutch. It was imposed for a period of four years, but when
it expired in 1698 it was renewed with the rates doubled. This flat
10 shilling tax, which applied only to personal estates, lasted until
Lord North’s reform in 1779. The development of this duty shows
the steady rise of the graduated-tax theory. Following the original
act of 1694, acts imposing probate duties were enacted in 1698,
1779, 1783, 1795, 1798, 1801, 1804, 1815, 1880, and 1881. Under the
basic act of 1694, the flat rate of 5 shillings was imposed regardless
of the amount of the estate. It took many years to effect a uniform
rate per pound. A still longer period elapsed before the rate per
pound was increased with the size of the estate. In the case of an
estate of £100, the probate duty under the 1694 act was 5 shillings;
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under the 1698 act, 10 shillings; under the 1795 act, £2 10 s.; under
the 1815 act, £3; and under the 1881 act, no tax. In the use of an
estate of £100,000 the duties were as follows: Under the act
of 1694, 5 shillings; under the act of 1698, 10 shillings; under the
act of 1795, £40; under the act of 1815, £2,250; under the aet of
1881, £3,000. This shows that there was a decrcase in the tax on
the smaller estates but an inerease on the larger ones. For a more
complete statement of these facts, see Exhibit C in the appendix.

In 1789, England levied another form of death duty by imposing a
tax on legacies. This applied to personal property passing to the
legatee, and was in addition to the probate duty. The rates were
2 shillings and sixpence on £20; 5 shillings on £20-£100; and 20
shillings on amounts over £100.

Other legacy duties were imposed by aets passed in 1783, 1789,
1796, 1804, 1805, 1806, 1808, and 1815.

Under an act passed in 1853, the British Government imposed a
suceession duty on the share of a beneficiary in the real property of a
deeedent. While the rates were set up at a certain fixed pereentage,
they varied according to the degree of eonsanguinity of the beneficiary.
A legacy duty was also imposed by the 1853 act. Under this act, the
rates for both legacy and sueeession duties were 1 per cent with respect
to lineal issues and ancestors, and 10 per eent with respect to strangers
in blood.

Thus at the time of the Ameriean Civil War there were three death
duties imposed by England:

A probate duty, chargeable against the mass of the estate.

A legacy duty, chargeable against each legaey or distributive share.

A sueeession duty, ehargeable against sueeessions to real property.

The first true estate tax imposed by Great Britain was in 1894,
although this tax appears to have had its origin in the probate duty
already described. This duty superseded the probate duty, and
taxed both personal and real property. The legacy and succession
duties were retained. At the present time, Great Britain imposes the
following duties: (1) The estate tax, (2) the legaecy and succession
duty, (3) the corporation duty.

This last duty 1s levied to compensate the Government for the other
forms of death duties which corporations escape due to their perpetual
character. Each of these duties will be discussed more fully under
the subjeet of ““ Description of Present Status of Death Duties.”

(b) France—In France, the inheritance taxes grew out of feudal
exaetions, like the “relief’” which the king elaimed as feudal lord.
A registration fee was provided for in 1539, and in 1553 Henry II
extended it to inelude testamentary dispositions. Louis XIV, in
1703, applied the registration fee to all transfers of immovables to
persons not in direct line. This fee applied whether the transfers
were made during life or at death. In addition, a tax of 1 per eent
called the ‘“eentiéme dernier,” was imposed on the transfer of such
immovables. Except for a few modifieations, these transfer taxes
remained unchanged until the last decade of the eighteenth century.
Under the Registry Act of December, 1790, the following taxes were
imposed on inheritances of movables and immovables: Direet line,
one-fourth of 1 per cent; surviving spouse, 1 per eent; near relatives,
2 per eent on immovables, 1% per cent on movables; distant eollaterals,
3 per cent on immovables, 1} per cent on movables; strangers, 4 per
eent on immovables, 1% per eent on movables.
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The Registry Act of December, 1790, was superseded by the law
of 22 Frimaire an VII. Under this act, the direct line paid one-fourth
of 1 per cent on movables and 1 per cent on immovables, the surviving
spouse paid five-eighths of 1 per cent on movables and 2% per cent on
immovables, and all others paid 1% per cent on movables and 5 per
cent on immovables. While changes were made by the acts of
April 28, 1816, and April 21, 1832, they affected only the collateral
classifications and the rate, and were only amendments to the original
act. In 1850, the distinction between movables and immovables was
removed. Additional rates were added to those imposed in 1832,
which made the tax range from 1% per cent in the case of direct heirs
to 11% per cent in the case of strangers.

From 1850 to 1901, a few minor amendments were made, some
slightly increasing the rates and others improving the administration
of the tax. In 1901, the rates were made progressive, being graduated
from a minimum of 1 to a maximum of 2% per cent on net shares of
over 1,000,000 franes in the case of direct line, and from a minimum
of 15 to a maximum of 18} per cent on net shares over 1,000,000
franes in case of strangers in blood. The fundamental features of the
1901 act were that the rates were progressive by brackets and that the
tax apphied to the net instead of the gross estate. The progressive
feature of this act 1s distinguishable from that of the English estate
duty of 1894. Under the latter, the increasing rates apply to the
total property, whereas under the former the progressive rates applied
only to the succeeding inerements of the inheritance.

The 1901 act contained many provisions to check evasions. In
1907 England and France agreed to furnish each other with data on
personal property of decedents of the other country. In 1910, the
law was amended so that children of the decedent paid from 1 per cent
on the first 2,000 francs of their inheritance to 6% per cent on the
excess over 50,000,000 francs, while the rates for brothers increased
from 10 to 18% per cent and for strangers from 18 to 29 per cent.

Under the finance bill of December 31, 1917, there was, first, a
progressive succession duty, with deductions allowed to heirs with
large families; second, a special estate duty, progressive and graduated
according to the number of children left by the decedent; and, third,
a graduated gift tax. The rates were greatly increased by the finance
act of June 25, 1921, but in order to prevent the entire confiscation of
the estate, a provision was inserted that the total of the tax on any
one share should not exeeed 80 per cent. The rates of the succession
duty and the special estate duty were increased one-fifth in 1924.
The present French death duties will be discussed more fully under
the subject of “Description of Present Status of Death Duties.”

(¢) Germany.—In Germany, a feudal due was exacted called the
““erbkauf.” It was different from the “relief’” in that the heir did
not purchase his title from the feudal lord. 1f the vassal desired his
property to pass to certain relatives, he made a payment before
death to the feudal lord. This was the erbkauf. As in most coun-
tries during the feudal period, servile dues were imposed upon peas-
ants of the estate. These servile dues lasted until the reform of
Stein, during the Napoleonic era.

The first mheritance tax, as such, appears to have been levied by
the German State of Baden-Durlach, in 1622. Other German States
levied inheritance taxes during the seventeenth and eighteenth cen-
turies. None of these taxes applied to direet heirs, and the rates
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were moderate. In later years, different rates were introduced, based
upon the degree of collateral relationship. The first law to introduce
progressive rates was enacted by Sehaumburg-Lippe in 1811. In
1822, Prussia allowed a special exemption in the case of bequests to
servants and employees of a decedent. After 1880, direct descendants
were taxed. Alsaece-Lorraine, after its incorporation into the empire,
kept the rates on the direct heirs of the French enregistrement duty;
Hamburg, in 1894, taxed children of the decedent 1 per cent, grand-
children and parents, 3 per cent; stepchildren and step-parents, and
children-in-law, 4 per cent; and adopted children, 6 per cent. Lubeck,
two years later, adopted similar rates, but Bremen did not tax the
direct line until 1904. 'The problem of multiple taxation became acute
in Germany, and resulted in the enactment of the Imperial tax in
1906. The rates were 4 per cent on near relatives where there was
less than 20,000 marks, and beyond that amount were progressive.
On strangers in blood, the basic rate was 10 per cent. To prevent
sudden jumps in tax in the transition from one schedule division to
the next highest one, it was provided that the rate of the higher division
would apply only so far as it could be paid out of half of the amount
by which the mmheritance exceeded the lower limit of the schedule
division. To prevent evasion by gifts, a gift tax was enacted with
the same rates as the inheritance tax, and it was provided that all
separate gifts to any separate individual, made within a period of five
years, should be treated as a single grant for tax purposes.

Under the law a certain portion of the inhertance tax collected
was allotted to the States. Most of the States discarded their own
inheritance taxes and accepted their allotted share of the revenue
from the Imperial tax. In 1919 an estate duty was levied and the
rates progressed from 1 per cent on the first 2,000 marks to 5 per cent
on the excess over 2,000,000 marks. This duty was levied on the total
estates of all German citizens, and in the case of foreign residents,
real property and business assets outside of Germany were exempt.
The inheritance tax law of 1919 also levied a tax on individual legacies
and successions. The rates varied both with respect to the amount
of property involved and the degree of relationship of the beneficiaries
to the decedent. Both direct heirs and collaterals were taxed. The
present system of taxation in Germany will be discussed under the
subject of ““Description of Present Status of Death Duties.”

(d) Italy.—At the time of Frederick II, the feudal lord had author-
ity to levy a tax called “gabella hereditaria” on property passing at
death in the case of intestacy. At the end of the fourteenth century
many Italian cities adopted inheritance taxes. Genoa, in 1395,
taxed all inheritances irrespective of relationship. Florence followed
with a similar tax in 1415, but charitable bequests were exempted.
Venice and Mantua adopted collateral inheritance taxes in the latter
part of the sixteenth century. During the occupation of the Italian
States by Napoleon the French tax was applied.

When the unification of the Italian States took place a tax law
was passed on April 21, 1862, which strongly resembled that of
France. Increases in rates were made in 1866, 1868, 1870, 1888,
and 1894. 1In 1902 a new law was enacted and the rates were made
progressive by brackets. On the direct line the rates varied from
0.8 to 3.6 per cent, while on strangers the rates were graduated from
15 to 22 per cent. An additional mortmain tax, imposed under an
act passed in 1874, was retained.
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In 1914 the rates were increased and the progression changed from
bracket to totality, which made the final tax paid by the beneficiaries
somewhat higher. By a royal decree of November 24, 1919, the
rates were again increased, so that direct heirs paid 12 per cent when
they received more than 20,000,000 lire; brothers and sisters, 26 per
cent; and strangers, 50 per cent. The rates for these heirs were 4
per cent, 12 per cent, and 26 per cent, respectively, even where the
share was as low as 100,000 lire. Charitable bequests and bequests
to churches for masses were taxed at flat rates of 5 per cent and 2 per
cent, respectively. This act also imposed a further tax where the
prior wealth of the heir exceeded 200,000 lire. The rates were 5 per
cent where the prior wealth was between 200,000 and 400,000 lire;
8 per cent between 400,000 and 600,000 lire; and in excess of 600,000
lire, 10 per cent. By an amendment this additional tax could not
exceed one-third of the heir’s wealth minus 200,000 lire. The 1919
tax was enacted while the Socialists were in control of Italy.

When the Facisti secured control of the Italian Government the
inheritance tax laws were revised by an act passed on August 20,
1923. Inheritance within the family circle, including transfers to
uncles and nephews, were exempted altogether from inheritance tax.
Progressive rates running from 12 per cent on the first 10,000 lire to
50 per cent on the excess over 10,000,000 lire, were established for
bequests to distant relatives and strangers. The present Italian
death duties will be discussed more fully under the subject of ¢ Descrip-
tion of Present Status of Death Duties.”

(¢) Spain.—In Spain feudal exactions continued as royal taxes
until 1792. In that year inheritances of real property were made
subject to a ‘ransfer tax. In 1829 collateral descendants and stran-
gers in blood were taxed at different rates. Transfers to direct heirs
were exempted from the transfer tax in 1835. Inheritances of
personal property were not subject to the transfer tax until 1864.
In 1901 an inheritance tax was adopted with a schedule of propor-
tional rates containing 11 collateral classifications. Children and
grandchildren were taxed at 1.4 per cent, and strangers in blood were
taxed as high as 12.6 per cent. The progressive rate principle was
first applied in 1905, when strangers in blood were taxed at different
rates according to the amount received. This same principle was
extended to all beneficiaries in 1910, with the exception of widows
and illegitimate children. Unlike the French law, the progression
was based upon the total amount of the inheritance instead of by.
bracket. The rates under the 1910 act were from 1 to 2 per cent on
legitimate children and from 17 to 20 per cent on strangers in blood.
In 1910 Spain also imposed an annual mortmain tax on corporations.
The law was again changed in 1920. While the corporation mortmain
tax was retained, lineal descendants were taxed from 1 to 5 per cent
and parents from 5% to 6% per cent. The tax on collaterals was
increased, the highest rate being 25% per cent. A flat rate of 20 per
cent was imposed upon bequests to churches. The present Spanish
death duties will be discussed more fully under the subject of
“Description of Present Status of Death Duties.”

3. IN THE UNITED STATES

(a) Federal death taxes—(1) Post-revolutionary period.—The first
reference to inheritance taxes in the United States is in the report of a
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special committee on finance which, in 1794, recommended to the
House of Representatives the imposition of graduated stamp duties
upon inventories of the effects of deceased persons, receipts for lega-
cies of personal property according to the value thereof, the issuance
of letters of administration, and the probate of wills (State Papers,
Finance Vol. I, p. 277). Three years later Congress, under the act
of July 6, 1797 (ch. 11, 1 Stat. 527) levied, among others, the following
taxes, to be collected by stamps:

Upon receipts for legacics and shares of personal property: Between
$50 and $100, a tax of $0.25; between $100 and $500, a tax of $0.50;
for each additional $500, a tax of $1; shares under $50 were exempted
as were those of widows, children, and grandchildren.

This tax was like the English legacy duty in that the mode of col-
lection was by stamp duties levied on the receipts evidencing the

ayment of legacies or distributive shares of personal property, and
in that the amount was charged upon the legacies and not upon the
residue of the personal estate. It was continued in force for a period
of four years, and was repealed in 1802 (act of June 30, 1802, ch. 17,
2 Stat. 148) along with other internal revenue taxes. During the
War of 1812, no taxes upon inheritances were levied, although Secre-
tary Dallas recommended a tax on inheritances and bequests in a
report submitted to Congress on January 21, 1815 (American State
Papers, Vol. VI, p. 887). The necessity for extra taxes at that time
was due to the war with England, and as the Treaty of Ghent had
already been signed, Congress did not act upon the suggestion of the
Secretary.

(2) Cunl War period.—During the Civil War period, the death
duties imposed by Congress greatly resembled those existing in Eng-
land, and this parallel was observed by the Supreme Court in Scholey
». Rew (23 Wallace 331, 349), and Knowlton ». Moore (178 U. S. 41,
50). There were three taxes imposed:

A legacy duty, chargeable against each legacy or distributive share.

A succession duty, chargeable against successions to real property
by deed or will.

A probate duty, chargeable against the mass of the estate.

Secretary Chase first suggested a legacy tax in his annual report
for 1861. Such a tax was adopted by Congress under the act of July
1, 1862, (ch. 119, sec. 111 and 112, 12 Stat. 432, 435-6). By this act,
only personalty in excess of $1,000, transferred by bequest or inherit-
ance, was subject to tax, and the rate was graduated according to the
degree of consanguinity of the beneficiary. This tax thus compre-
hended only legacies and distributive shares of personal property,
and was payable by the executor. The rates as provided by this law
were graduated as follows:

Lineal issue or ancestor, brother or sister, 0.75 per cent.

Descendant of a brother or sister, 1.5 per cent.

Uncle or aunt, or descendant of same, 3 per cent.

Great uncle or aunt or descendant of same, 4 per cent.

Other collateral relatives, strangers in blood, or corporations, 5
per cent.

The tax was applied only when the entire personal estate was in
excess of $1,000, but in such event the rates were applied to each
legatee’s share, regardless of whether such share was in excess of
$1,000 or not. No person, when receiving a legacy from an estate of
$1,000 or more, was exempt from tax, except a husband or wife of the
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deceased. The executor, administrator, or trustee was required to
pay the tax before making distribution to the legatees, and the tax
was made a lien upon the property until fully paid. This tax was
not as productive as had been generally expected. It was estimated
that it would produce $1,000,000 annually, but actually it produced
only $56,592.61 in 1862 and $311,161.02 in 1863. (I£x. Doc., No. 4, 2d
sess., 46th Cong., 1879-80, p. 171.) A new tax bill was framed in
1864, in which Congress increased the tax rates on legacies of personal
property and imposed a tax on successions to real estate. While
husband and wife were exempt from the legacy tax, there was no
provision for their exemption from the succession tax, but an amend-
atory act (March 3, 1865, 13 Stat. 481), which was made retroactive,
provided that the succession tax should not be imposed where the
successor was a widow. The rates established were as follows:

Increase
in leg-
Rates | Rates acy
ou sue- | on leg- | rates
cessions| aeies over
1862
law

Per cent|Per cent|Per cent

Lineal issue or aneestor 1 1 0.25
Brother or sister___.___ 2 1 .25
Deseendant of a brother or sister . 2 2 .50
Unele or aunt, or deseendant of same_ 4 4 1.00
Great uncle or aunt, or descendant of same. .. ________________ - 5 0 1.00
Other collateral relatives, strangers in blood, or corporations____________________ 6 6 1.00

In the case of legacies, the administrator or executor was charged
with the duty of making the return and paying the tax; but in the case
of successions, the person liable for the tax was required to furnish
full account of the succession. In order to prevent the giving away
of property before death for the purpose of avoiding the succession
tax, 1t was provided that deeds and gifts, made without valuable and
adequate consideration, conveying any real estate to any person,
whether they purported to vest the estate either immediately or in
the future, should be considered as a succession and taxed as such.
(13 Stat. 1, 289.) The comnussioner decided that under the law the
consideration must not only be valuable but also adequate, and when
the consideration 1s inadequate, a succession tax must be paid on the
entire estate conveyed. (3 Internal Revenue Record, p. 197.) The
special revenue commission recommended that, since such a tax
had little influence in checking the development of the country, it
should be made productive of large revenue. It was estimated that
the entire property of the country changed hands once in 32 years
(the lifetime of a gencration), and that assuming the legacy and
succession duty at an average of 1 per cent, the receipts from this
source should yield annually $5,000,000. The entire real and per-
sonal property in the United States in 1860 was estimated at $16,159,-
616,086. (Kennedy, Eighth Census, p. 195.) However, for the year
1865 only $543,000 was collected while a similar tax in Great Britain
yielded $11,000,000. The law was further amended by the act of
July 13, 1866 (14 Stat. 140). Under the previous laws, if the total
personal property was in excess of $1,000, it was all subject to tax.
By this law, the legacy to a minor child was taxed only on the amount
in excess of $1,000. The tax on both legacies and successions was
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repealed by the act of July 14, 1870 (16 Stat. 257). The repeal was
effective October 1, 1870, and the repealing act provided that any
taxes levied upon bequests or devises of any real or personal property
made to a literary, educational, or charitable institution which had
not already been paid, were not to be collected. The reasons given
in the Senate for the repeal of such taxes were: .

It was proposed to repeal certain other taxes, and if this was done there would
be no officers charged with the special collection of these taxes, and most of the
taxes were paid by direct descendants. This was the most natural way for a
father to dispose of his property. As so little tax was collected from collaterals
it was not worth while retaining such a tax if the tax on direct heirs was repealed.
(Cong. Glohe, 2d sess., 41st Cong., 1869-70, p. 4708, column 3.)

The collections from 1865 down to the date of repeal steadily in-
creased, doubtless due to a growing familiarity with the law on the
part of the public and officials. In 1866 collections rose to $1,170,977.
In the next four years they steadily increased, until in 1879 a total of
$3,998,024 was returned. The following table shows the collections
from 1863 to 1871:

Year Legacies Suecessions | Year | Legacies Successions

$56,592.61 |_______________ --|$1, 244, 837.01 | $1, 189, 756. 22
BIIA6Y 02| e --| 1,672,582.93 | 1,419, 242,57
506, 751. 85 $39, 951, 32 -| 1,430,087.34 | 1,074,979.79

o[ 924,823.97 216, 154. 88
1, 228, 744. 96 636, 570. 19 FItOCATEE SSEn SRE 8,893,969.33 | 5,911, 678. 57

1,518,387.64 | 1,305, 023. 60

The statistics of these inheritance taxes show some interesting facts.
The greater part of the taxes collected were at the minimum rates—
over 67 per cent in the case of legacies and over 70 per cent in the
case of successions. There were three Territories—Dakota, Idaho,
and Wyoming—in which no taxes on either legacies or successions
were collected. In Montana no legacy tax was collected, and in
Colorado and Utah no succession tax was collected. About 55 per
cent of these taxes were paid in New York, Massachusetts, and Penn-
sylvania. Every year these three States also led in the amount of
legacy tax paid. Ohio, however, took third place in the amount of
succession duties paid except in 1869. On the whole, these taxes were
considered just and equitable. In Congress it was said:

The general idea is that if anything in the world should pay a tax it is legacies
and successions, because they are supposed to be in the nature of a gift to the

party receiving them without any consideration moving from him. (Cong.
Globe, 2d sess., 41st Cong., 1869-70, p. 4708, column 3.)

In the Internal Revenue Record we find the following statement:

This tax is in principle one of the best, faircst, and most easily borne that
political economists have yet discovered as applicable to modern socicty. (9 In-
ternal Revenue Record, p. 113.)

By the act of July 1, 1862, the following stamp duties were imposed
upon the probate of wills or letters of administration:

Where the estate does not exceed $2,500, a tax of $0.50.

Where the estate exceeds $2,500 but not $5,000, a tax of $1.
Where the estate exceeds $5,000 but not $20,000, a tax of $2.
Where the estate exceeds $20,000 but not $50,000, a tax of $5.
Where the estate exceeds $50,000 but not $100,000, a tax of $10.
Where the estate exceeds $100,000 but not $150,000, a tax of $2C.

156838—33———+4
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By the act of June 30, 1864, the above duties were increased to $1
on any estate below $2,000, while for every $1,000 or fraction thereof
in excess of $2,000 an additional 50 cents was charged. In addition,
all bonds, receipts, or other legal decuments connected with the
administration of an estate were also taxable. These taxes were
repealed in 1872.

(3) Income tax of 1894.—The act of August 27, 1894 (Ch. 349, sec.
28, 28 Stat. 509, 533), included as income for the purpose of the in-
come tax, property acquired by bequest or devise. This statute was
declared unconstitutional by the Supreme Court on the theory that
the income tax was a direct tax and must, therefore, be apportioned.
(Pollock ». Farmers’ Loan & Trust Co., 157 U. S. 429; 158 U. S. 601.)

(4) Spanish-American war period—The next death duty imposed
by the United States was enacted by the act of June 13, 1898 (Ch. 448,
sees. 29 and 30, 30 Stat. 448, 464-466). Under this act, as construed
by the Supreme Court in Knowlton ». Moore (178 U. S. 141), the tax
was imposed upon legacies or distributive shares, and not upon the
whole estate. The following rates were established under this aet:

Size of legacy

Legacies to—
$10,000 $25t,000 $100,000 $500,000 to oyer
° )

to to
$25,000 | $100,000 | $500,000 | $1,000,000 | $1,000,000

Per cent | Per cent | Per cenlt Per cent Per cent
3/

Lineal issue or ancestor; brother or sister......... 34 1% 14 1% 24
Descendants of brother orsister___.__.._._._.____ 114 2l 3 3% 415
Uncle or aunt or descendants of same____.__..____ 3 415 6 7% 9
Great uncle or aunt or descendants of same______ 4 6 8 10 12
Other collateral descendants or strangers in blood _ 5 7Y% 10 1234 15

This act was amended in 1901, and repealed on April 12, 1902. The
tax was limited to personal property passing by will, by intestate laws,
or by transfers intended to take effect in possession or enjoyment at
death. No tax was imposed upon estates of less than $10,000.
Husband and wife were wholly exempt from taxation, and contingent
remainders were not taxable. By an amendment in 1901, charitable
and similar bequests were exempt from tax. During the fiscal years
1899 to 1907, inclusive, a total of approximately $22,500,000 was col-
lected from this source. The effective date of the repeal of the tax
was July 1, 1902, but the repealing statute excepted from its opera-
tion taxes imposed prior to that date, and under the act of June 27,
1902, provision was made for the refund of any tax collected on an
interest not vested in possession or enjoyment prior to the effective
date of the repeal. In 1915, the Supreme Court, in the cases of
United States ». Jones (236 U. S. 106) and McCoach ». Pratt (236
U. S. 562), held that where the period of administration had not ex-
pired prior to July 1, 1902, the beneficiaries were without legal right
to demand distribution prior to the repeal, and such undistributed
interests were not, therefore, subject to tax. As the period for filing
claims had expired, Congress, by a special act passed March 20, 1928,
authorized refunds where the tax was collected on interests which had
not vested in the legatees and distributees prior to April 12, 1902.
Refunds were made without regard to any statute of limitations,
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provided application was made within a certain time. Consequently,
there are still a few cases pending in the Bureau of Internal Revenue
involving a refund of these old legacy taxes.

(&) Taxes of 1916 and subsequent years—(aa) Estate tax.—No death
duties were imposed by Congress during the period from 1902 to
1915, inclusive. When this character of tax was again considered by
Congress in 1916, it was decided to abandon the former theory of
taxing legacies and successions, as such, and to levy a tax measured
by the entire net estate of the decedent transferred at death. Eng-
land had imposed an estate duty in 1894, and while Congress had, in
1898, attempted to levy such a duty, the Supreme Court, in con-
struing the 1898 act, held that the statute as written imposed a legacy
duty and not an estate duty. The first Federal estate duty was
levied by the revenue act of 1916, effective September 8, 1916. The
tax was imposed upon the transfer of the net estate of every person
dying after September 8, 1916, and was payable one year after death.
Included in the net estate were: (1) Transfers or trusts in contem-
plation of death, and (2) transfers or trusts intended to take effect
In possession or enjoyment at or after death. Gifts made within two
years preceding death were presumed to have been made in contem-
plation of death. Recipients of property transferred in contemplation
of death were made liable to the tax on such property. Resident
decedents were allowed a deduction of $50,000 in computing the net
estate, but no such deduction was allowed to nonresidents. The
raltles of tax on the net estate under the revenue act of 1916 were as
follows:

First $50,000 _ - _ e
Next $100,000 . . _ e
Next $100,000 - . - _ e

Next $200,000. .-
Next $550,000_ . ___________

Next $1,000,000____________

Next $1,000,000_ - __TTTTTTTTTT

Next $1,000,000. - _ . e
Next $1,000,000_ e
Excess over $5,000,000

The above rates applied to all decedents dying during the period
September 8, 1916, to March 3, 1917,

Under the act of March 3, 1917, effective as of that date, the rates
under the 1916 act were increased as follows:

Per cent
First $50,000. - _ - e 1%
Next $100,000 - e 3
Next $100,000 . e 4%
Next $200,000. . _ e 6
Next $550,000_ _ e 7Y%
Next $1,000,000 - e 9
Next $1,000,000 - - - e 10%
Next $1,000,000 - _ e 12
Next $1,000,000 - - _ 13%
Excess over $5,000,000 - - - o o e 15

The rates under the act of March 3, 1917 were in lieu of those
imposed by the revenue act of 1916, and applied to all decedents
dying during the period March 3, 1917 to February 25, 1919. In
addition to this tax, decedents dying after October 3, 1917, and before
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February 25, 1919, were subject to a war estate tax imposed by the
revenue act of 1917 The rates under this act were as follows:

Per cent
Iiirst $50,000 05 8 I 1% of 1
Next $100,000_ ____ - e 1
Next $100,000_ ______ ________ . 114
Next $200,000_ __ - e 2
Next 8550,000_ - ____ __ __ 21
Next 81,000,000 - - _ e 3
Next 81,000,000 - _ - _ e 314
Next 51,000,000 - _ e 4
Next $1,000,000_ _ _ e 414
Next $3.000,000_ __ __ e 5
Next $2,000,000_ __ ________ 7
Excess over $10,000,000____ . . _ ... 10

Thus the total estate tax rates applicable to decedents dying between
October 3, 1917 and Fcebruary 25, 1919, ranged from 2 per cent to
25 per cent. Estates of decedents dying in the service of the United
States during the World War, or from injuries or diseases contracted dur-
ing such service, if death occurred within one year after the termination
of the war, were exempted from the payment of the war estate tax.

The end of the war brought a revision of the rates of the estate duty,
with some reductions in the case of the smaller estates. The estate
tax provisions of the revenue act of 1916, with the mandatory pro-
visions of the act of March 3, 1917, and the revenue act of 1917, were
repealed by the revenue act of 1918 (sec. 1400), effcctive February
24, 1919. In place of such duties, Congress levied an estate duty at

the following rates: |
First $50,000_ - _ - _ e 1
Next $100,000- oo com s mmne ons oo s e e o 2
Next $100,000_ _ - . &
Next $200,000 oo oo o L . 4
Next $300,000_ _ _ __ ___ e 6
Next $250,000_ __ o 8
Next 8500,000 - - - _ o 10
Next $500,000 . _ 12
Next $1,000,000. . _ _ __ . 14
Next $1,000,000_ — - - Tt 16
Next $1,000,000_ - _________ Tt 18
Next $3.000,000_ _ T 20
Next $2,000,000- - _ - - _ i 22
Excess over $10,000,000____________ ___ .- 25

It will be seen from the above that the rates on all estates under
$450,000 were halved and that the reduction was somewhat smaller
for estates between $450,000 and $1,000,000, while for all estates
above $1,000,000 the old rates were retained. The 1918 act broad-
ened the scope of the tax in some directions and made some adminis-
trative changes. A provision was inserted specifically ineluding in
the gross estate the value of an estatein dower or curtesy, or an estate
in lieu of dower or curtesy. Another provision required the inclusion
in the gross estate of the value of preperty passing under a general
power of appointment. As no such specific provision was contained
in the revenue act of 1916, the Supreme Court, in United States 2.
Field (255 U. S. 257), held that property passing under a general
power of appointment was not taxable under that act. A provision
was inserted requiring the inclusion in the gross estate of (1) insurance
receivable by an executor under policies taken out by the decedent
upon his own life, and (2) insurance in excess of $40,000 receivable by
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all specific beneficiaries taken out by the decedent upon his own life.
In Llewellyn ». Frick (268 U. S. 238), the Supreme Court held that the
revenue act of 1918 did not apply to insurance policies taken out before
its passage. The 1918 act also exempted from tax bequests to charities.
To prevent the taxation of the same property unreasonably often, it was
provided that property received by the decedent from the estate of a
person who had predeccased the decedent by less than five years should
be exempt from tax if a Federal estate tax had been paid on such prop-
erty. The burden of the tax on estates of nonresidents was made
somewhat heavier by a provision that the prorated deductions allowed
nonresidents on property in the United States must not exceed 10 per
cent of the value of that property. A study of its legislative history
discloses that an attempt was made in 1918 to abandon the estate
tax in favor of the legacy and succession tax. After the House
passed an estate tax bill, the Senate changed it to an inheritance tax
on the recommendation of the Committee on Finance. When the bill
went to conference, the Senate amendment was abandoned, and the
provision of the House bill providing {or an estate tax was agreed to.

Under the 1921 act, which superseded the revenue act of 1918, an
estate tax was imposed applicable to all decedents dying after No-
vember 23, 1921. The $50,000 excmiption and the rates of tax re-
mained the same as under the revenue act of 1918. The 1921 act,
however, liberalized the law as it related to property held jointly or
as tenants in the entirety by the decedent and any other person. It
also removed certain restr ictions on nonresident decedents and
American missionaries dying in the foreign service. The exemption
from tax in the case of decedents dying in the military or naval service
of the United States, from injuries or diseases contracted during the
World War, was broadened to cover estates of citizens of the United
States serving in the military or naval forces of any country associ-
ated with the United States in the late war. The provision in the
1918 act to prevent double taxation in the case of property previously
taxed under the revenue acts of 1917 and 1918 was extended to
cover property taxed under any revenue act. This provision was
also changed in order to make subject to tax any appreciation which
took place in the property of a prior decedent between the date of
his death and the date of the present decedent’s death.

The estate-tax provisions of the 1921 revenue act were superseded
by those of the revenue act of 1924. This last act, as originally
enacted, increased the rates in the case of net estates in excess of
?11(1)0,000, reaching a maximum at 40 per cent. The rates were as
ollows:

Per cent
First $50,000_ _ _ _ __ _ ol 1
Next $50,000_ __ ______ o 2
Next 950,000 - e 3
Next $100,000__ . 4
Next $200,000____ . . 6
Next $300,000. _____ . 9
Next $250,000____ 12
Next $500,000_ _______ . 15
Next $.:)(]O U T 18
Next $1, 000 000, 21
Next $1, 000 QORI e o RO 24
Next $1, 000 000 . 27
Next $3, 000 (1) ()R S, O W o s e DO 30
Next $2 000 000 35

Excess over $10 000,000 . ____ 40
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These rates never had any permanent operation, however, as they
were retroactively reduced by the revenue act of 1926 to conform to
the rates in effect under the 1918 and 1921 acts, which have already
been shown and which reached a maximum at 25 per cent.

The revenue act of 1924 abolished the military exemption, but
established a credit against the Federal estate tax for death duties
paid to the States. This credit could not exceed 25 per cent of the
Federal estate tax computed without the benefit of such credit.
One purpose of the credit provision appears to have been to encourage
uniformity in the estate-tax burden imposed by the different States.
Another was to lessen the burden of double taxation. This provision
was upheld as constitutional by the Supreme Court in Florida o.
Mellon (273 U. S. 12).

A provision was inserted in the 1924 act that if the decedent had
the power at the time of his death to change the enjoyment of a
property interest which he had transferred, or with respect to which
he had created a trust, such interest was to be included in the gross
estate. Likewise, if the decedent relinquished such a power in con-
templation of death, except by a sale for a fair consideration, the
property interest over which he had such a power was to be included
m the estate. The theory behind these provisions was that the
decedent had retained substantial control over the disposition of the
property through the power to change the enjoyment thereof.
Another provision was inserted authorizing a deduction of claims,
mortgages, and indebtedness of the estate only to the extent that they
were incurred or contracted for a fair consideration. Bequests,
legacies, and devises to fraternal beneficiary societies operating under
the lodge system for use for specified benevolent purposes, were
allowed as deductions. The legislative history of the 1924 act dis-
closes that the Senate attempted to substitute an inheritance tax for
an estate tax, but that the Senate amendment was again rejected by
the conferees.

The estate tax provisions of the revenue act of 1924 were super-
seded as of February 24, 1926, by those of the revenue act of 1926.
This latter act reduced the rates, increased the exemption from
$50,000 to $100,000, and increased the credit on account of State
inheritance taxes paid from 25 to 80 per cent. The rates under the
1926 act are as follows:

Per cent
First $50,000 - _ - _ e 1
NG 850,000 0 o i e e o = e S 2
Next $100,000 - - - - - e 83
Next $200,000 - o o oo e e e mmme e SEREEE 4
Next $200,000 _ _ - e e 5
Nexti $200,000... .o lomime . o e S 6
Next $200,000 - o o o oo e 7
Next $500,000 8 8 8
Next $500,000_ - - e OROREE 9
Next $500,000 _ _ - e = 10
Next $500,000 . - s 11
Next $500,000_ - _____ 12
Next $500,000____ 13
Next $1,000,000 14
Next $1,000,000 15
Next $1,000,000. 16
Next $1,000,000_ 17
Next $1,000,000 . e 18
Next $1,000,000_ I 19

Execess over $10,000,000_ - _ e 20
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The revenue acts from 1916 to 1924, inclusive, specified that there
should be a prima facie presumption that transfers made within two
years of death were made in contemplation of death, and hence sub-
ject to the estate tax. Under the revenue act of 19"6 this presump-
tion was made conclusive, due to the difficulty which the Government
had experienced in securing proof to establish ‘“‘contemplation of
death.” Subsequently, however in a decision rendered March 21,
1932, the Supreme Court declared this conclusive presumption to be
unconstitutional. (Heiner ». Donnan, 52 S. Ct. 358; Handy ». Dela-
ware Trust Co., Exr., 52 S. Ct. 371.)

The estate tax provisions of therevenue act of 1926 were not changed
by the revenue act of 1928 except for a few minor administrative
amendments.

Under decisions of the Supreme Court in Burnet ». Northern Trust
Co., Morsman ». Burnet, and McCormick ». Burnet (51 S. Ct. 342,
343), it was held that where an owner of property had made a transfer
in trust, reserving the income of the property, or the right to dispose
of the income therefrom, to himself for life, w ith remainder to others
after his death, the value of the property should not be included in
the gross estate of the donor. To offset the effect of this deciston,
Congress, on Mareh 3, 1931, passed IHouse Joint Resolution 529,
which amended the revenue act of 1926 to make it certain that
transfers of such a character were subject to the estate tax.

Under the revenue act of 1932, several important changes were
made in the estate tax provisions, both with respect to rates and
administrative matters.

The most notable change was the imposition of a super tax, in
addition to the estate tax imposed under the revenue act of 1926,
upon the transfer of the net estate of decedents dying after June 6,
1932. The additional tax is computed by determining the excess of
the tentative tax provided in section 501 of the 1932 act over the
amount of the gross estate tax imposed under the revenue act of 1926.
The difference thus obtained is the additional estate tax.

The total Federal tax under the 1932 act is the sum of this additional
tax and the net tax imposed under the revenue act of 1926 after
credit has been taken for death taxes paid to the States which is
limited to 8O per cent of the Federal estate tax eomputed under the
1926 act.

The rates and the exemption under the 1926 act remain unchanged,
but in the case of the additional tax imposed by the 1932 act, the
exemption is $50,000 instead of $100,000. The 80 per cent
credit provision allowed for State death taxes under the 1926 act is
not allowed in respect of the additional tax.

Other changes made by the 1932 act include the amendment of
several administrative sections of the estate tax provisions of the 1926
act. Some of these changes will be referred to briefly. They inelude:

(e¢) Allowance for gift taxes paid, where property is subject to
both gift and estate taxes.

(b) Clarification of the provisions relating to the 80 per cent credit
for death taxes paid to the States; extension of the time for filing claim
for such taxes from three to four years.

(¢) Strengthening the provisions relating to transfers in trust
during life, where soime interest or right therein is to pass or ccase at
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the transferor’s death, so as to reach transfers which might escape
tax under the old law.

(d) The presumption that transfers made within two years of death
were made in contemplation of death was made prima facie only,
pursuant to the decision of the Supreme Court declaring the conclusive
presumption unconstitutional.

(¢) The exclusion, in determining consideration for a transfer inter
vivos, of the value of the relinquishment of dower, curtesy, or other
marital rights in the decedent’s property.

(f) Clanfication of the provisions relating to deduetions.

(9) Limitation of the deduction for prior taxed property where two
decedents die within five years and there is included in the second
estate property of the first estate.

(h) 1imitation of the deduction for charitable bequests, etc., to
amounts in fact bequeathed.

(z) Extension of the time within which the estate tax may be paid
to eight years; extension of the time for payment of deficiencies to
four years.

(7) Restoration to Commissioner of Internal Revenue of authority
to release lien on estate before assessment is made, where the tax
liability has been discharged or provided for.

The estate tax imposed under the revenue act of 1926, as amended,
and the additional estate tax levied by the revenue act of 1932, eon-
stitute the Federal death taxes now in force. Their scope and opera-
tion will be discussed in the chapter dealing with the ““Present status
of death duties.”

(bb) @ift tax—As previously stated, Congress, in the act of 1864
(13 Stat. 289), provided that deeds and gifts made without valuable
and adequate consideration, conveying any real estate to any person,
whether they purported to vest the estate either immediately or in
the future, should be considered as a succession and liable to the
succession duty imposed by that act. 'The Comumissioner of Internal
Revenue, in 1interpreting this provision of law, decided that the
consideration must be not only valuable, but adequate, and that when
the consideration was inadequate, the succession tax must be paid
on the entire estate conveyed. (3 Internal Revenue Record 197).
Under section 28 of the act of August 15, 1894 (c. 349, 28 Stat. 553),
“money and the value of personal property acquired by gift”’ was
required to be included in income for the purpose of the income tax.
However, the income tax features of the 1894 act were held uncon-
stitutional by the Supreme Court in Pollock ». Farmers’ Loan &
Trust Co. (157 U. S. 249; 158 U. S. 601.)

The first real attempt by Congress to levy a gift tax, as such, was
in 1924. Under the revenue act of 1924, a gift tax was imposed on the
donor, measured by the aggregate gifts made by him during the taxable
vear. The theory upon which it was levied was that it would tend to
prevent gifts being made for the purpose of avoiding the estate tax.
An exemption of $50,000 was allowed, and deductions were permitted
in the case of gifts to the United States, to States and charitable organi-
zations, and gifts to any one person the aggregate amount of whieh
did not exceed $500. To avoid double taxation, gifts received by the
donor within five years prior to the time of his making such gifts were
exempt where a gift tax or estate tax had been paid on such property
by the preceding donor. The rates, as first enacted, were as follows:
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Per cent
First $50,000___ _____ o ________ N . 1
Next $50,000 . _ _ - e 2
Next $50,000_ _ _ _ _ e 3
Next $100,000_ __ _ ______ .. 4
Next $200,000___ _________________ . ___. 6
Next $300,000_ _ 9
Next $250,000_ ___ __ ___________________ 12
Next $300,000- - . 15
Next $500,000_ - - s n b 18
Next $1,000,000___ . 21l
Next $1,000,000___ . 24
Next $1,000,000___ o ___. 2
Next $3,000,000_ . 30
Next $2,000,000_____ _ 35
Excess over $10,000,000_____________ . 40

It should be observed that these rates were the same as the estate
tax rates imposed by the 1924 act, which were graduated from 1
per cent to 40 per cent. In conformance with the reductions made
in the estate tax rates, however, the revenue act of 1926 also retro-
actively reduced the g¢ift tax rates imposed under the act of 1924.
Thus the higher rates never had any permanent operation. As retro-
actively reduced, they were as follows:

Per cent
First $50,000 _ . 1
NS RSO O00E . o e e am e e e e 2
Next $100,000 - _ 3
Next $200,000 _ _ - e 4
Next $300,000_ 6
PN TR PG OR000L _ - o  a memem 8
Next $500,000 - - - . 10
Next $500,000 - . 12
Next $1,000,000_____ 14
Next $1,000,000_ . 16
Next $1,000,000___ _ . 18
Next 83,000,000 . 20
Next $2,000,000______ . 22
Excess over $10,000,000_______ ______ . 25

The amended gift tax rates were the same as the amended cstate
tax rates. The gift tax provisions of the revenue act of 1924 were
only in effect during the period from June 2, 1924 to January 1, 1926,
the tax being repealed by the revenue act of 1926, effective as of the
last-named date.

The gift tax provisions were before the Supreme Court in three
cases. The first case was Blodgett ». Holden (275 U. S. 142), which
related to a gift made during January, 1924. The court held the
act invalid insofar as it attempted to tax gifts made in January, 1924.
The second case was that of Untermeyer ¢. Anderson (276 U. S. 440).
This case involved a gift made while the revenue bill of 1924 was
pending in Congress. The Supreme Court also held a tax on such
gifts invalid. The effect of these two decisions was to make the gift
tax law ineffective as to any gifts made prior to June 2, 1924, the date
of the enactment of the revenue act of 1924. In the case of Bromley
v. MeCaughn (280 U. S. 124), the gift was made subsequent to the
1924 act. The constitutionality of the gift tax was, therefore,
squarely before the court in this case. The court held that the gift
tax was constitutional for the reason that it was not a direct tax but
an excise on the exercise of one of the powers incident to the owner-
ship of property, and that it did not deprive a person of his property
without due process of law.
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The total collections from the tax on gifts amounted to a little
more than $10,000,000. One reason for the small collection was the
fact that the tax could easily be evaded by making a series of gifts
in different years, the tax, as pointed out before, being imposed upon
an annual basis. The small tax collected was also due, to some
extent, to the short period the tax was in effect, viz., from June 2,
1924, to January 1, 1926.

The gift tax was reimposed by the revenue act of 1932 as a result
of the increase in the estate tax made by the same act. With a
maximum estate tax rate of 45 per cent, the reenactment of the gift
tax was necessary if wholesale avoidance of the estate tax by gifts
inter vivos was to be prevented, particularly in view of the recent
decision of the Supreme Court declaring unconstitutional the pro-
vision of the revenue act of 1926 which conclusively presumed gifts
made within two years of death to have been made 1n contemplation
of death, and hence subject to the estate tax.

The objectionable features of the 1924 gift tax have been corrected
in the new statute, particularly as regards the evasion or partial
avoidance of the former tax by making gifts over a period of years
up to the limit of the exemption in each year. Under the 1932 act,
the tax is imposed not upon the amount of gifts made within a par-
ticular calendar year, but on all taxable gifts made after the enact-
ment of the act, upon a cumulative basis. Provision is made so
that the tax will always be approximately the same whether the gifts
occur at one time or in several different years. Yearly computations
and collections are made, the tax for each calendar year being the
amount by which a tax on the aggregate sum of the net gifts for such
calendar year and for each of the preceding calendar years, computed
according to the rate schedule, exceeds a tax computed on the aggre-
gate sum of the net gifts made in the preceding calendar years.

The rates of tax are approximately 50 per cent greater than the
estate tax rates of the revenue act of 1926, and about 25 per cent
less than the aggregate estate tax rates under the 1926 and 1932 acts.

The gift tax imposed under the revenue act of 1932 is now in
effect. Its scope and operation will be more fully discussed under
the chapter dealing with the ‘“Present status of death duties.”

(b) State Death Taxes—(1) Prior to 1892.—During the colonial
period, probate duties were imposed which, in many cases, were incor-
porated into the fiscal systems of the various States. The earliest
probate duty apparently was imposed in Virginia in 1687, the fee
being 200 pounds of tobacco and a cask.

Leaving probate duties out of account, Pennsylvania was the first
State to enact a true inheritance tax. 'The Pennsylvania law became
effective in 1826 and levied a tax on collaterals only at a flat rate
of 2% per cent. The exemption of estates of less than $250 was
provided for, as well as the personal property of nonresidents.

Louisiana in 1828, by imposing a flat 10 per cent tax on estates
passing to nonresident alicns, became the second State to tax inher-
itances, although the tax was of very limited scope. This law was
repealed in 1830, but reenacted in 1842.

Virginia, in 1844, became the third State to adopt an inheritance
tax. The tax applied to collaterals only and was assessed at the
uniform rate of 2 per cent, with an exemption of $500.
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The table which follows sets forth in tabular form the date when

each State adopted its first inheritance tax.

only those States

but in these cases the form of tax and the rates are indicated:

1 This tabulation shows
which enacted inheritance tax laws prior to 1892

Date of
State cnact- Form of tax
ment
Inheritance:
Pennsylvania_____.__.._____.__ 1826 Collaterals only, 214 per cent.
Louisiana. .. _| 1828 Nonresident aliens only, 10 per cent.
Virginia... 1844 Collaterals only, 2 per cent.
Maryland. 1845 Collaterals only, 2% per cent.
North Car 1847 Collaterals only, 1 per cent.
Alabama._ 1848 Collaterals only, 2 per cent.
California. 1853 Nonresidents, 10 per cent, all others, 214 per cent.
Delaware 1869 Collaterals only, 3 per cent.
New Hampshire. .. 1878 Collaterals only, 1 per cent (unconstitutional).
New York_________ _| 1885 Collaterals only, 5 per cent.
West Virginia.. - 1887 Collaterals only, 214 per cent.
Connecticut__.. .| 1889 Collaterals only, 5 per cent.
Massachusetts. 1891 Do.
RenTESSee MBI & .. .. ... 1891 Do.
The above tabulation discloses that 14 States had enacted in-

heritance tax legislation prior to 1892. In every instance, with the
sole exception of California, the original tax was an inheritance tax
levied on collaterals only. It may be assumed therefore that the
prevailing sentiment in the United States during this early period
was that direct heirs should be exempt from tax. Since estates
were of relatively smaller size during this period than subsequently,
arguments for checking the perpetuation of vast fortunes through
death taxes had not yet been brought into prominence.

These early inheiritance tax statutes were, in general, imperfectly
drawn and loosely administered, until the enactment of the New
York law of 1885. This law was well drafted, and contained the
necessary administrative provisions to make its operation effective.
The New York statute of 1885, in fact, served as a model for legis-
lation subsequently enacted by many other States.

Some amendments were made in these original laws prior to 1892,
and a few States had abandoned the tax entirely by this date. North
Carolina experimented with a tax on direct heirs in 1855, and in
the same year became the first State to tax different classes of heirs
at different rates according to blood relationship. These taxes were
discontinued in 1874. Alabama retired from the inheritance tax
field in 1868, Louisiana in 1877, and Virginia in 1884. The New
Hampshire statute was held unconstitutional in 1882. Pennsyl-
vania increased its rate of tax to 5 per cent in 1887.

At the close of 1891, only nine States had inheritance taxes. These
States were as follows:

Maryland and West Virginia each had a collateral inheritance tax
imposing a flat 2% per cent rate. :

Pennsylvania, New York, Connecticut, Massachusetts, and Ten-
nessee each had a collateral inheritance tax imposing a flat 5 per cent
rate.

Delaware had changed its law to apply to strangers in blood only
at a rate of 5 per cent.

California had its original act still on the statute books, but appar-
ently the tax had ceased to be enforced.
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It appears, therefore, that in 1891, about one-fifth of the States had
inheritance taxes. These taxes were imposed on collaterals only,
with flat rates varying from 2% to 5 per cent.

(2) 1892 to 1916.—Economic conditions, the necessity for addi-
tional State revenue, and the concentration of wealth, undoubtedly
roslultod, beginning with 1892, in renewed activity in the death-tax
field.

New York set the examiple, in 1892, by cnacting an inheritance
tax law imposing a tax on direct, as well as collateral, heirs. The
rate on direct heirs was 1 per cent and was levied on personal property
only Hntil 1903 when the law was amended to embrace real property
as well.

1t has been shown that prior to 1892, 14 States enacted inheritance
taxes. Krom 1892 to 1916, 30 additional States cnacted death tax
legislation. Florida, Mississippi, New Mexico, and South Carolina
were the only States, in fact, which up to 1916 had not at onc time
or another cnacted a death duty.

The 30 additional States referred to are listed below, together with
data showing the form of tax and date of original enactment:—

Date of
State enact- Form of tax
ment
Inheritance:
1892 Collateral only, 5 per cent.
1893 Collateral only, 334 per cent.
1803 Collateral only, 214 per cent.
1803 Direct and collateral (unconstitutional); direet, 1 pec cent;
eollateral, 5 per cent.
Minois_. ... __________ ___ 1895 Direct and collateral; direct line, 1 per cent; distant relatives,
3 to 6 per cent.
Missourio ... _____ 1895 Collateral only, 5 to 714 per cent ‘unconstitutional).
Vermont.._..._. -l 1896 Collateral only, 5 per cent.
Jowal. — S oot .1 1896 Da.
Montana.__._. I o 1897 Direct and collateral; direct line, 1 per cent; distant relatives,
5 per cent.
Minnesota 1897 Direct and collateral; direct line, 1 per cent; distant relatives,
5 per cent (unconstitutional).
Wisconsin...._ ... ... 1899 Direet and collateral; personal properly only, direct, 1 per
cent; distant relatives, 5 per cent (unconstitutional).
Miashingtons aotoiocoaco oot 1901 Direet and collateral; direct, 1 per cent; to third degree, 3 to 6
per cent; distant relatives, 6 to 12 per cent.
cent.
Nebraska_ .. ... . ___ 1901 Direct and collateral; direet, 1 per cent; distant relatives.
5 per cent.
Colorado. . oco oo oo __ 1901 Direct and collateral; direct, 2 per cent: distant relatives,
3 to 6 per cent.
ARG 1901 Collateral only, 5 per cent.
Utah, o 0 SCRE R 1901 Estate tax, 5 per cent.
Inheritance:
North Dakota.___ _.__.________ 1903 C'ollateral only, 2 per cent.
Oregon_ ... ... 1903 Direct and collateral; direet, 1 per eent; distant reiatives.
3 to 6 per cent.
Wyoming_..__ N SRS 1903 Direct and collateral; direct, 2 per cent: distant relatives, &
per cent.
South Dakota __._..._.._..... 1905 Direct and collateral; direct, 1 per cent; distant relatives,
4 to 10 per cent.
Kentucky.co oo 1906 Collateral only, 5 per cent.
Oklahoma..... - -] 1907 Direet and collateral; direet, 1 per cent: graduated upward,
distant relatives, 5 per cent, graduated upward,
TeXAS - oo 1907 Collateral only; near relatives, 2 to 5 per cent; strangers.
= 4 to 12 per cent.
ldaho. o .. _.___ P 1907 Direct and collaterpl; direct, 1 to 3 per cent; distant rela-
tives, 5 to 15 per eent.
Ransas o o to iU B 1909 Direct and collateral; direct, 1 to 5 per cent; distant relatives,
5 to 15 per cent.
A RIZORa -8 1912 Direct and collateral; direct. 1 per cent; distant relatives, 3
to 6 per cent.
Georgia._. 1913 Direct and collateral; direct, 1 per cent; collaterals, 5 per cent.
Indiana. 1913 Direct and collateral; direct, | to3 per eent; strangers, 5 to 15
per cent.
Nevada__ ... _.._._... 1913 Direct and collateral; direct, 1 to 5 per cent; distant relatives,
5 to 25 per eent.
Rhode Island - - cocear - caeia 1916 | Estate and inheritance, direct and collateral; estate duty, 34 per
cent; inheritance, direct line, 14 to 3 per eent; distant relatives,
5 to 8 per cent.
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From the above tabulation, the original legislation enacted during
this period (1892-1916) may be summarized as follows:

Ten States—New Jersey, Ohio, Maine, Missouri, Vermont, Iowa,
Arkansas, North Dakota, Kentucky, and Texas—enacted inheritance
taxes on collaterals only. 'The minimum rate imposed in any case
was 2 per cent and the maximum was 12 per cent. The prevailing
rate was 5 per cent.

Nineteen States—DMichigan, Illinois, Montana, Minnesota, Wis-
consin, Washington, Nebraska, Colorado, Oregon, Wyoming, South
Dakota, Oklahoma, Idaho, Kansas, Arizona, Georgia, Indiana,
Nevada, and Rhode Island—enacted mheritance taxes on direct and
collateral relatives. The minimum rate on direct heirs was one-half
of 1 per cent and the maximum 5 per cent. On collaterals and
strangers, the minimum rate was 3 per cent and the maximum 25
per cent.

One State, Utah, enacted an estate tax at a flat rate of 5 per cent.

It appears that until 1897 collateral inheritance taxes were the
prevailing form, but that subsequently, the tendency was toward an
inheritance tax on direct as well as collateral heirs.

It has been pointed out that by 1892 five of the States which had
originally enacted some form of inheritance tax had retired from the
field. During the period from 1892 to 1916, four of these States
resumed the taxation of inheritances. Virginia enacted a collateral
tax in 1896. North Carolina adopted a tax on both direct heirs and
collaterals in 1897. Louisiana, in 1904, passed an inheritance tax
which applied to both direct heirs and collaterals, after such action
had been made possible by a constitutional amendment of 1898S.
New Hampshire, after a constitutional amendment in 1903, passed
a collateral inheritance tax in 1905. Alabama did not return to the
inheritance-tax field; in fact, in 1901, a constitutional amendment
was passed forbidding a direct inheritance tax and limiting any
collateral inheritance tax to 2% per cent.

New principles governing the imposition of death taxes were devel-
oped by the States during the period 1892 to 1916. The first was the
taxation of direct heirs as well as collaterals. New York mitiated this
principle in 1892. [Its adoption also led to a departure from the flat-
rate system, inasmuch as under the New York law direct heirs were
taxed only 1 per cent while collaterals were taxed 5 per cent. The
exemptions granted also were different, that to direct heirs being
$10,000 and that to collaterals $500.

Gifts “in contemplation of death’ were also brought within the
scope of the inheritance tax for the first time in the New York statute
in 1892. Tennessee, Illinois, Montana, and North Carolina followed
this example within the next decade.

The most important principle developed in this period was that of
progressive rates, increasing with the size of the inheritance. This
went hand in hand with the classification of the heirs into groups
according to their blood relationship to the decedent.

Ohio, In 1894, was the first State to enact an inheritance tax law
with progressive rates, although the Legislatures of Nebraska, Penn-
sylvania, and Towa already had considered such legislation. The
Ohio law was declared unconstitutional, but it undoubtedly had a
marked influence upon the action of other States. This law proposed
a tax of 1 per cent on direct heirs when the net estate was between
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$20,000 and $50,000, 2 per cent when the net estate was between
$50,000 and $100,000, and so on until in the case of estates of over
$1,000,000, the rate reached 5 per cent. The rate on collaterals was
not graduated but fixed at 5 per cent in all cases.

The first progressive inheritance tax which stood the test of con-
stitutionality was the Illinois statute of June 15, 1895. The act
divided the beneficiaries into three classes: The first included the
surviving spouse, parents, lineal descendants, and brothers and
sisters; the second included collaterals, such as uncles and aunts and
their lineal descendants; the third included distant relatives and
strangersin blood. Class I beneficiaries were allowed an exemption of
$20,000 each, and a flat ratec of 1 per cent was imposed, Class II
beneficiaries were allowed an exemption of $2,000 each, and a flat rate
of 2 per cent was imposed. The progressive rate principle was applied
only to Class III beneficiaries, as follows:—

Per cent
If the entire net estate was $10,000 or less_._____________________________ 3
If the entire net estate was more than $10,000, but not more than $20,000-. 4
If the entire net estate was more than $20,000, but not more than $50,000.. 5
If the entire net estate was more than $50,000- - _____________________ 6

This Illinois statute contained another innovation which, after
adoption by other States, has resulted in multiple taxation. The
statute provided that stock in Illinois corporations held by a non-
resident decedent should be subject to tax.

North Carolina enacted an inheritance tax at progressive rates in
1901. It was imposed on personal property only, and resembled the
Federal law of 1898.

Wisconsin adopted a progressive inheritance tax in 1903, and since
this law seems to be the forerunner of modern inheritance tax statutes,
it 1s worthy of description. The principles of classification of heirs
according to consanguinity, of progressive rates for each class, of
varied cxemptions for each class, and of the application of rates by
bracket instead of by total amount are all excmplified .in this act.
These facts are shown in the following table:—

Rates of tax and classification, Wisconsin inheritance tax of 1903

Exemp- | First | $26000 | $50.000 | $100,000
tion $25,000

Over

Classification to
$30,000 | $100,000 | $500,000 | $500,000

Per cent | Per cent | Per cent | Per cent | Per cegtt

Widow . ... $10, 000 1 1% 2 215
Husband and lineal descendants and

linealiancestars. ot o s e 2, 000 1 114 2 214 3
Brothers and sisters and descendants, son-

in-law, daughter-in-law................. 500 1% A 3 3% 414
Unecles and aunts and descendants_ ... .. 250 3 414 6 7% 9
Granduncles and grandaunts and descend-

ARt o DR 150 4 6 8 10 12

AII others, including corporations. _....... 100 5 7% 10 1214 15

The Wisconsin statute was imposed on transfers of all property,
real, personal, or mixed, taking place as a result of the death of the
owner, and also on transfers made “in contemplation of death’ or
“intended to take effect in possession or enjoyment” at or after death.

The principle of taxing the entire estate instead of taxing tle share
of each beneficiary was first brought into use by the Utah estate tax
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law of 1901. 'The tax was imposed at a flat rate of 5 per cent. Later,
in 1915, the progressive principle was applied. Net estates between
$10,000 and $25,000 were taxed at 3 per cent, and those over $25,000
at 5 per cent.

Rhode Island enacted its first inheritance tax lawin 1916. This law
imposed a tax on both direct heirs and collaterals at progressive rates
which ranged from one-half of 1 per cent to 3 per cent in the case of line-
als, and from 5 to 8§ per centin the case of strangers in blood. In addi-
tion, Rhode Island combined with its inheritance tax an estate duty
levied on the entire net estate before distribution. The rate of this
duty, however, was very low (one-half of 1 per cent) and this feature of
the Rhode Island law can hardly be interpreted as showing that this
State has a preference for this form of death tax.

It has already been stated that on September 8, 1916, the Federal
Government entered the death-tax field with an estate tax which,
although subjected to various changes, has remained in force contin-
uously from that date to the present time. It is important to set
forth the status of the State death taxes on this date (September 8,
1916), as this will show the forms of death duties preferred by the
States prior to the influence exerted thereon by Federal legislation.

As a basis for a statement on this subject, a table has been prepared
showing State death 'taxes in force as of September 8, 1916. This
table will be found in Exhibit D of the appendix, showing the form
of tax in force and the rates on the principal classes of heirs. The
following facts may be stated from a study of this table:

First. Forty-three States had a death duty of some kind and only
5 States had no such duty.

Second. Thirty-one States had an inheritance tax on both direct
and collateral heirs, 11 States had an inheritance tax on collaterals
only, and 1 State had an estate tax only.

Third. The principle of taxing inheritance by the imposition of
rates which increase with the size of the inheritance was recognized
to at least some extent in 28 out of the 43 States having death duties.

Fourth. The principle of consanguinity was, of course, recognized
in all of the 42 inheritance tax statutes, either by differences in rate
or by the exemption of direct heirs. Utah, with its estate tax, was
the only State disregarding this principle.

Fifth. The prevailing form of death duty on September 8, 1916
was the inheritance tax levied at progressive rates on both direct and
collateral heirs. The average rates on direct heirs were from 1 to 3
per cent, in round figures, while the average rates on distant relatives
and strangers were approximately from 5 to 11 per cent.

In concluding this survey of State death taxes during the period fromn
1892 to 1916, it may be stated that during these years the majority of
the States entered this field of taxation, and that the form which these
taxes took furnishes ample evidence that the States preferred an
inheritance duty with progressive rates and with duc regard to
consanguinity.

(8) 1916 and subsequent years—War and postwar conditions and
the enactment of the Federal estate tax had a profound effect upon
State death tax legislation subsequent to 1916. The necessity for
added revenue brought increases in rates, and the provisions of the
Federal law in 1924 allowing a credit for State taxes paid resulted
in the enactment of additional estate taxes by many of the States.
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It has already been shown that while on September 8, 1916, only 5
States had no death duty in any form, all of these States enacted
death duties in subsequent years, as follows:

Date of
State enact- Form of tax
ment

Inheritance:
Mississippiooooooooooo 1918 Direct and collateral; additional estate tax.
New Mexico. . 1919 Direct and collateral.
South Carolina 1922 Do.
Plorida-—-—-== -~ 1931 Estate.
Alabama -~ -----_——_—oTn 1931 Do.

In 1925, Nevada repealed its inheritance tax law. Thus, at the
present time there is only one State in the Union which has no death
duties, namely, Nevada. It may be mentioned, also, that the Dis-
trict of Columbia has no estate or inheritance tax.

1t will be unnecessary to trace at length the developments in the
State death tax field during the period subsequent to 1916, for such
developments will be self-evident from the deseription which will be
given of the present death duties in force in the various States.

The nature of the developments other than mere increases in rates
should, nevertheless, be mentioned, as follows:

First, many changes were made in the administrative provisions of
the laws to make the collection of the tax more practicable.

Second, additional provisions were inserted to prevent tax evasion.
The most important of these was the provision including with the
decedent’s taxable property gifts made in contemplation of death.

Third, the injustice of double, or even multiple, taxation in case of
death taxes levied on nonresidents was recognized by the enactment
of reciprocity provisions by many of the States.

Fourth, additional estate taxes were imposed by many of the States
to take advantage of the tax-credit clause of the Federal law.

The important points to note in this recent period, therefore, are
the general increase in the death tax burden, the improvement of the
statutes, and the tendency toward estate tax enactments, inevitably
resulting from the credit clause of the Federal law.
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Parr 11. Presext StatUus OF DEeatrn Taxkes
A. IN FOREIGN COUNTRIES

1. GREAT BRITAIN

Great Britain at the present time has two forms of death duties.
These are: (1) The estate duty, and (2) the legacy and sueccession
duties. The estate duty is more important, sinee it produces by far
the larger amount of revenue. It i1s levied upon the net prineipal
vahue of all property located in Great Britain (whether immovable or
movable), which passes upon the death of any individual. The tax is.
levied on the whole estate at graduated rates, without regard to the
number of beneficiaries or their relationship to the deceased. The
property subject to tax includes the following:

(1) Property of which the decedent was competent of disposing at
death.

(2) Gifts causa mortis.

(3) Gifts made beyond reeall within three years preceding death.

(4) Gifts inter vivos where immediate possession was not acquired
by the donee to the irrevocable exclusion of the donor.

(5) Property which the deceased voluntarily transferred to the
joint ownership of himself and some other person. This includes
tenaneies by the entirety.

(6) Proeeeds of life insurance taken out by the decedent upon his
own life and kept up by him wholly or partially for the benefit of a
donee.

(7) Annuities provided by the decedent, either alone or with some
other person, to the extent of the beneficial interest of the survivor.

(8) Property in which the deceased or any other person had an
interest ceasing on the death of the deceased, to the extent to whicl
a benefit arises by the termination of that interest.

(9) Property transferred under an instrument executed by the
decedent (not taking effect as a will) under which he reserved an
interest, or any right to resume his interest in the property.

The principal value of the property is defined as the price which,
in the opinion of the commissioners of inland revenue, the property
would fetch if sold in the open market at the time of the death of
the deceased. The value of stoeks and shares is based on the price
of the official daily list of the London Stock Exchange where such
securities are officially quoted. In the case of real property, the value
is determined to be the price which would be obtained if the property
were sold in the most advantageous manner. In arriving at the net
principal value of the estate, the following deductions from gross-
vahie are allowed:—

(1) Funeral expenses.

(2) Bona fide debts incurred for full consideration to the decedent'’s.
own benefit.

(3) Foreign taxes payable ou property including additional ex-
penses of administration up to 15 per cent in eases where the com-

6L
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missioners are satisfied that such expense was incurred by reason of
the property being situated outside Great Britain.

(4) Debts due from the decedent to nonresidents of Great Britain
to the extent that the decedent’s personal estate outside of Great
Britain is insufficient to pay the same.

Among the exemptions allowed from the estate duty are:

(1) Gifts in consideration or in contemplation of marriage.

(2) Gifts to charities made within one year prior to death.

(3) Gifts which do not exceed to any one donee the aggregate value
of 100 pounds.

(4) Gifts out of income which, in the opinion of the commissioners,
are reasonable and normal expenditures.

(5) Estates not exceeding 100 pounds in value.

(6) Pensions and annuities.

(7) Works of art given for national purposes.

(8) Property held by a decedent as trustee.

The rates which apply to the net principal value of the estate are
graduated from 1 to 50 per cent according to the size of the estate.
The 1 per cent rate applies to estates between£100 and £500, and
the 50 per cent rate applies to estates in excess of £2,000,000. A
complete table of rates now applicable under the finance act of 1930
will be found in Exhibit E, Schedule 1, of the appendix. A com-
parison of these rates with former rates shows that no change in
rates on estates of £5,000 or less has been made since the enactment
of the finance act of 1894. On the other hand, in case of estates in
excess of £2,000,000 the rate since 1894 has increased from 8 to 50
per cent, representing an increase of more than 600 per cent.

The legacy duty imposed by Great Britain is applied to the share
of the beneficiary in the personal property of the decedent. The
succession duty 1s similar to the legacy duty except that it applies
to real property instead of personal property. Certain types of
movable property, which are not liable to the legacy duty, are made
liable to the succession duty. Immovable property located outside
of Great Britain is not liable to succession duty under any circum-
stances.

The rates of tax vary according to the relationship of the bene-
ficiary, and are not graduated according to the amount of the share.
Husband or wife, child or lineal descendant of child, father or mother,
or any lineal ancestor are taxed at 1 per cent. Brother and sister
and lineal descendants of brother or sister are taxed at 5 per cent,
and all other persons at 10 per cent. Supplemental rates to a maxi-
mum of 1% per cent are chargeable in certain cases, except as between
spouses.

Certain exemptions are provided in the case of both legacy and
succession duties. No legacy duty is chargeable where the gross
value of the personal estate 1s under £100. No succession duty is
collected where the principal value of all successions derived from the
same predecessor is under £100. Where the net value of the property
passing does not exceed £1,000, and an estate duty is payable thereon,
neither the legacy duty nor the succession duty is imposed. Indi-
viduals subject to the 1 per cent rate are, in certain cases, exempt,
the exemption depending upon the size of the beneficiary’s share.
Both duties are payable when the beneficiary becomes entitled to the
enjoyment of the benefit.
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In connecction with these death duties, it should be noted that the
British committee on national debt and taxation suggested an inherit-
ance tax to replace the present scheme of death duties. Under this
tentative plan, the tax would be charged upon any benefit received
(whether under a will, intestacy, or settlement) by any person conse-
quent upon the death of another person, the rate of duty being grad-
uated by reference to—

(@) The amount of the benefit received, or alternatively, to

(b) The amount of the total wealth of the recipient at the time
when the benefit accrued to him.

Certain features of the British death duties should be mentioned as
illustrating the British method of treating problems which have caused
difficulties in connection with our Federal law.

Under the British law, a man can not avoid payment of death
duties by transferring property to trustees and reserving the income
to himself during his life, as he could under our own Federal law in
years past. Such a disposition is not exempt for the reason that the
beneficiary does not assume the possession and enjoyment of the
property immediately upon creation of the trust. Moreover, the
property i1s not exempt where the beneficiary actually receives the
income and pays it over to the grantor, for the reason that the pos-
session and enjoyment of the property is not retained to the entire
exclusion of the deceased or of any benefit to him by contract, or
otherwise. In order to prevent attempted evasions of the succession
duty, the law provides that dispositions (not being bona fide pay-
ments, and not conferring an interest expectant on death on the person
in whose favor the same shall be made) accompanied by the reserva-
tion of any benefit to the grantor, or any other person, for life or any
period ascertainable only by reference to death, shall be deemed to
confer a succession.

Another point of some importance is in connection with property
previously taxed at the death of a prior decedent. The Federal law
exempts such property from tax where the prior decedent died within
five years and was subject to the cstate tax. The British estate tax
law contains a rather unique provision in connection with this matter.
Where an estate duty was paid on property consisting of land, a
business carried on by a company, or any interest in such land or
business, and within five years anotlier estate duty becomes payable,
the amount of the duty payable because of the second death is reduced
as follows:

Where the second death occurs within— Per cent
1 year of the firstdeath____________ ___________________ _____ ___ 50
paveanstoffthelfivetidesther e, . e e 40
3 years of the firstdeath_________________________________________ 30

4 years of the first death_________________________________________ 20
5 vears of the firstdeath_______________ __ ______________ _________ 10

If the value of the property on which the duty is payable on the
second death exceeds the value of the property at the time of the first
death, the latter value is substituted for the former in calculating this
reduction.

A very substantial revenue is obtained from the British death taxes,
amounting, for the fiscal year ending March 31, 1931, to £82,610,000.
In other words, the British revenue from death taxes is about
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$413,000,000, in comparison with a rvevenue of about $246,000,000
(in 1930) to our Federal and State Governments.

The receipts from British death duties, for fiscal years sinee 1916-17,
are shown in Exhibit E, Sehedule 2, of the Appendix.

In concluding this deseription of present British death duties, atten-
tion 1s drawn to the following important points:

First. The estate duty is more important, produeing about 90 per
cent of the revenue obtained from all death taxes. However, both
estate duties and inheritance duties are levied, as is generally the case
in this country.

Scecond. The estate-duty rates are much higher than our rates, the
British maximum being 50 per eent against our maximum rate of 45
per cent.

Third. The British law is earefully drafted to prevent tax aveidance.

2. FRRANCE

The Freneh death duties consist of an estate duty (taxe succes-
sorale) and an inheritance duty (droit de mutation). There ave also
other duties which while not technically death duties, bear some rela-
tion thereto.  These are a tax on gifts inter vivos, & mortmain tax,
a4 tax on aceretions, taxes on registration of testaments and release of
legacies by helrs, taxes on partitions of property, and stamp taxes on
legal documents.

The estate tax is imposed on the net estate of every decedent who
leaves fewer than two children surviving or represented l)v 1ssue. No
exemptions from the tax arve granted, but a deduction is allowed for
debts of the decedent susceptible of proof in a court of law. The
rates are graduated from 1.2 to 46.8 per cent, according to the value
of the net estate and according to whether the decedent has one child
or no children.  The rate of 1.2 per cent applics in the case of a net
estate of from 1,000 to 2,000 franes in value where the decedent leaves
one child surviving or represented by issue. The rate of 46.8 per cent
applies to that portion of a net estate in excess of 500,000,000 francs
where no children arve left. A complete table of rates will be found in
Exhibit I, Schedule 1, of the appendix.

The inheritance tax is levied on the part of the estate aceruing
to each beneficiary after deduction of the succession duty. The rates
range from 3 to 56.4 per cent according to the size of the beneficiary’s
share and the degree of relationship between the decedent and the
beneficiary, except that in the case of lineal descendants of the first
and sccond degrees, where the value of the whole estate does not
exceed 500,000 franes, the rates on shares up to 500,000 franes are
somewhat lower, beginning at 1.2 per cent instead of 3 per cent.  The
3 per cent rate applies in the ease of a lineal descendant of the first
degree of consanguinity where the value of the estate is in excess of
500,000 francs and where the shave is of a value of between 1,000 and
10,000 franes.  The rate of 56.4 per cent applies to that portion of a
share in excess of 50,000,000 francs transmitted to a relative beyond the
fourth degree of consanguinity. A complete table of rates will be
found in Exhibit F, Schedule 2, of the appendix. There are two
exemptions from this tax, namely, alms and donations of art and his-
torical objects for exhibition in publie collections. Various abate-
ments also are allowed depending upon certain contingencies. The
most important of these are as follows:



PRESENT STATUS OF DEATH TAXES 65

(1) Where the deeedent leaves more than four children, living or
represented, there is deducted from the net total amount of the
estate for the settlement of the inheritance tax, 10 per cent for each
child after the fourth, provided this deduction does not exceed 15,000
franes per share.

(2) Succession from grandparent to grandchild as a result of the
grandchild’s parents being killed by the enemy or dying a vietim of
the war is subjeet to the rate of a lineal descendant of the first degree.

(3) Where an heir, donee, or legatee has lour or more children
living at the time he hecomes entitled to the inheritance, the tax to
be collected in the two preceding cases is reduced by 10 per eent for
each child after the third, not to exceed 2,000 francs for each child
nor 50 per cent of the aggregate.

(4) A limitation of the inheritance tax rate to 10.8 per cent is
fixed in the case of certain legacies to disabled war veterans and in
the case of certain cifts and legacies to governmental units, and
public mstitutions.

All property, both real and personal, is subjeet to the estate and
inheritance duties. In order to prevent the conliscation of estates,
the law provides that the total of the inheritance and the estate
duties on any one shure may not exceed the following percentages of
such share:

(1) In direet hline, or between husband and wile, 25 per eent.

(2) In collateral relationship, 35 per cent.

(3) Between relatives of more than the fourth degree or strangers
i blood, 40 per cent.

The gift tax imposed by IFrance (mutations entre vifs a titre
gratuit) applies to both real and personal property. It is levied on
gifts inter vivos. The rates are graduated according to the degree
of relationship. They are also varied according to whether made
under sections 1075 and 1076 of the Civil Code by ascendants to the
direct descending line or under a marriage contract under the Civil
Code. In case of gilts to children, the graduation depends upon
whether one child, two children, or more than two are living or
represented. Alms and gifts ol objects for exhibition in public
collections are exempt from the tax, as in the case of the inheritance
levy. Certain abatements from this tax which are allowed are also
similar to those granted in the case of the inheritance tax. A com-
plete table of rates will be found in Exhibit ¥, Schedule 3, of the
Appendix.

A mortmain tax is imposed by France upon real estate owned by
corporations, charitable organizations, ete. This tax is levied to
compensate the government for the loss of revenue resulting from
its inability to impose death and transfer duties on such real estate,
dure to the perpetual character of a corporation. The rate is 15.552
per cent and 1s computed on the income assessed for the lands and
buildings taxes.

The tax levied on aceretions is an annual tax measured by the
gross value of the property, real and personal, possessed by rehigious
congregations, comimunities, ete., which do not distribute their
profits to their members. An exemption is allowed in the case of
property used for relief or charitable purposes. The rate is flixed at
26 centimes per 100 francs of the gross value of the property, and is
mereased to 48 centimes in the case of property not subject to the
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mortmain tax. The registration tax on testaments in a flat levy of 18
francs. The tax on release of legacies by heirs is at the rate of 1.25
per cent of the legacy as to which the release is signed. The tax on
partitions of property between co-legatees and co-heirs is at the rate of
0.6 per cent of the property partitioned. A stamp tax is imposed on
instruments and documents connected with transfers of property as a
result of death. The tax varies according to the number of docu-
ments employed. It is a separate and independent tax from the
stamp tax imposed on registration of such documents.

The revenue derived from the various death taxes imposed by
France is shown in Exhibit F, Schedule 4, of the Appendix. The
total revenue from this source for 1931 was 2,355,345,371 francs, or
approximately $94,213,814, which is less than one-half as much as
was collected by both Federal and State authorities in the United

States during 1930.
3. GERMANY

In the discussion of the history of German death duties, it was shown
that in 1919 Germany levied an estate tax, an inheritance tax, and a
gift tax. The system was considerably changed by the act of July 20,
1922, and the estate tax abolished. Property left to a husband or wife
was exempted from the inheritance tax, except where the difference in
their ages was more than 20 years and they had been married for less
than 5 years. One of the most novel features of the 1922 law was a
surtax graduated according to the amount of the property which the
beneficiary possessed at the time he came into the inheritance. In
1923, the law was again changed. The surtax was repealed, changes
were made in the classification of the beneficiaries, and the rates were
reduced and the exemptions increased. The total inheritance tax
could not exceed more than 70 per cent of the inheritance, instead of
80 per cent, the limitation under the 1922 law.

The present German death duties (or the last of which we have
knowledge) were enacted on September 4, 1925, (Reichsgesetzbladd
I, No. 43). An inheritance tax 1s imposed which applies both to real
and personal property passing by descent or will, including gifts causa
mortis. The inheritance tax also applies to gifts inter vivos and dona-
tions restricted by special conditions. Property obtained by a
beneficiary at various times within 10 years from one and the same
person is taxed as a cumulative legacy, the tax previously paid being
allowed as a credit against the tax subsequently due. In no case
may the tax on donations exceed 60 per cent of the value of the prop-
erty donated. The heirs are grouped into five classes as follows:

Crass T
(a) Husband and wife.
(b) Children.
(¢) Persons entitled to the legal status of legitimate children.
(d) Children of different mothers entitled to legal status of legitimate children.
(e¢) Adopted persons.
(f) Stepchildren.
(g) Illegitimate children recognized by the father.

Curass 11

Descendants of legitimate children and adopted children where the adoption
extends to their descendants.
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Crass IIT

(a) Parents and stepparents.
(b) Brothers and sisters of the whole and half blood.

Crass IV

(@) Grandparents and more distant ancestors.
(b) Descendants of brothers and sisters of the first degree.
(¢) Parents-in-law.
(d) Children-in-law.
Crass V

All other persons, and donations granted for specific purposes.

Husband and wife are exempt, if, at the time the property is inher-
ited, they have children living or represented by issue. This exemp-
tion also applies in the case of adopted children living or represented
by issue. In the case of persons listed in Classes I and 1T an exemp-
tion of 5,000 reichsmarks is allowed. Those listed in Classes III and
IV are entitled to an exemption of 2,000 reichsmarks, and those under
Class V are granted an exemption of 500 reichsmarks. In addition,
certain deductions are permitted for household articles, jewelry,
luxuries not belonging to the testator’s household equipment, paint-
ings and art collections, family valuables of an historic, scientific, or
artistic nature, and debts owed by the beneficiary to the decedent.
If the taxpayer is incapable of self-support, a deduction is also allowed
in the case of property acquired by persons in Classes I and II, and by
parents, step-parents, or grandparents, if the value of such property
plus the taxpayer’s other property does not exceed 10,000 reichs-
marks. Gifts inter vivos for education or subsistence, annuities in
recognition of former services, contributions to private pension or
relief funds, property left to the national government, states, or
domestic communities, or for an exclusively pubhc purpose, property
left to churches, charitable organizations, and political unions, and
burial and administration expenses, are also allowed as deductions.

In order to prevent double taxation, the German law provides that
if persons coming within Classes I and 11 acquire property which,
during the last five years preceding its acquisition was obtained by a
person in the same category, and a tax paid, the present tax to be
applied to the property shall be reduced by 50 per cent. In case such
property was taxed by reason of death occurring between 5 and 10
years prior to its acquisition by the present beneﬁcmry, the tax pay-
able by the beneficiary is reduced by one-fourth.

The rates of tax are based upon the degree of relationship and the
amount of the beneficiary’s share. On 10,000 reichsmarks they

range from 2 per cent in the case of persons falling within Class I, to

14 per cent in the case of persons falling within Class V. They run
as high as 60 per cent on legacies over 10,000,000 reichsmarks. For
a complete table of rates see Schedule 1, Exhibit G, in the appendix.
The rates shown are applied by tomhty and not by brackets. In
order that an amount slightly exceeding a given bracket may not be
subject to the full rate of tax applicable to the next higher bracket,
certain limitations are provided. For statistics showing the amount
collected from German death duties, see Schedule 2, Exhibit G, in
the appendix.
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4. ITALY

Italy imposes an inheritance and gift tax, a mortmain tax, and
several stamp taxes on the registration of testaments, the release
of legactes and instruments partitioning property. The most impor-
tant of these taxes is the inheritance and gift tax (tasse sulle
successioni ¢ donationi) which is levied upen eaeh lieir’s, legatee’s, or
donce’s share of the property, both real and personal, situated in
Italy and passing to him. ‘The inheritance tax also applies to the
property already received by the heir or legatee as a gift from the
decedent during his lifetime, as well as the property received upon
the decedent’s death: but any gift tax previously paid by suech heir
or legatee is allowed as a eredit in computing the inheritance tax.
The present law (or the last of which we have knowledge) becane
effective April 30, 1930, and is broader in scope than the preceding
law which exempted from tax all relatives of the fourth or nearer
degrees.

The rates of tax vary with the amount of the share and with the
degree of consanguinity af the heir or legatee or donee, and there 1s
complete exemption from tax in the ecase of transfers to two or more
children and their descendants, transfers between husband and wife
with two or more children, and transfers of 3,000 lire or less to those
of the direct line or between husband and wife. Transfers of art
objects are generally exempt if they are not to be put up for sale.
The rates on lineal ascendants and descendants (when taxable) are
graduated from 1 to 10 per eent. On distant relatives the rates are
graduated from 12 to 50 per eent. A complete table of rates is shown
in Exhibit H, Schedule 1, of the appendix. The usual deduetions for
debts, labilities and funeral expenses are allowed in valuing the net
estate to be divided among the heirs and legatees.

The mortmain tax is an annual tax imposed on the real and personal
property of organizations which are perpetual in their character, and
18 1n lieu of the death tax sinee it produces a tax on property which
never passes and therefore could not be reached by an inheritance or
estate tax. The rate of this tax is 7.2 per cent on the net value, except
i case of charitable organizations where the rate is 0.9 per cent on the
eross value. The three stamp taxes which exist have already been
mentioned.

Revenue receipts from these death taxes under the 1923 law de-
clined from 1925 to 1929 as shown in Exhibit H, Schedule 2, of the
appendix. However, under the 1930 law the revenues have greatly
increased.

5. SPAIN

Spain imposes, by its act of February 28, 1927, transfer taxes which
apply to inheritances, gifts, and estates. The title of the act is “Ley
de los Impuestos de Derechos Reales y Sobre Transmisiones de
Bienes.” The act is divided into two parts, one dealing with the tax
on inheritances and gifts, and the other with the tax on estates.
What changes, if any, “that have taken place in this tax since the fall
of the Spanish mon.llchv have not been checked.

The inheritance tax 1s applied to property of all kinds which be-
longed to the decedent up to a maximum period of one month prior

to death. The gift tax reaches property transferred prior to the one-
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month period. [f it so happens that the gift tax has been paid on
property subject to the inheritance tax, the gift tax is allowed as a
credit in computing the inheritance tax. The rates ave the same for
both inheritance and gift taxes and the beneficiary is primarily liable
for the payment of the tax in both cases. The rates arc eraduated
according to the degree of relationship and the amount of the share.
On 1,000 pesctas thcy range [rom 1 per cent in the case of children to
24 per cent in the case of stl.lngols in blood. On amounts exceeding
5,000,000 pesetas, the rates range from 15 per cent in the case of
children to 30.75 per cent in the case of strangers in blood. The usual
deductions are allowed for debts, funeral expenses, ete. Bequests for
masses and other services performed for the repose of the soul of the
deceased ave subject to tax at a flat rate of 20 per cent. A complete
table of the inheritance and gift tax rates i1s shown in Schedule
Exhibit T, of the appendix.

In addition to the inheritance and gift tax imposed by part 1 of
the act of February 28, 1927, part 2 of this act unposes an estate tax
which is collected simultancously with the inheritance tax and is
payable by certain of the heirs. Parents and direct descendants are
not liable for the estate tax and the shares gomg to such persons arve
deductible from the gross value of the estate in arriving at the net
estate subject to tax. An arbitrary deduction of 2,000 pesctas is
also allowed from the gross estate as well as the usual deductions for
debts, funeral expenses, ete. The rates apply to the net estate and
are graduated from 1 per cent to 10 per cent. A table of the rates
will be found in Schedule 2, Exhibit I, of the appendix.

A mortmain tax is also imposed by Spain. This is an annual tax
levied on the net value of the property of organizations which are
perpetual in their character. It is representative of a death tax in
that it places a tax on property which could not be reached by such
a tax. The rate is 0.25 per cent of the net value of the property.

Complete statistics as to the revenue secured by Spain through these
taxes are not available. The receipts from the inheritance tax only
for the four years 1923 to 1926, inclusive, are given in Schedule 3,
Exhibit I of the appendix.

]J

6. OTHER COUNTRIES

As a general rule, the British donminions have inheritance or estate
taxes, or both. The Australian states, and New Zealand, have such
taxes, and in the case of West and South Australia, gift taxes are also
in force. The (Canadian Provinces all have inheritance or estate
duties, or both.

Of the countries of continental Europe not already mentioned,
Belgium, Switzerland, Rumania, and the Scandinavian countries have
inheritance taxes. Yugoslavia has an estate duty. In Russia, ac-
cording to the latest information available, all of a decedent’s prop-
erty over a certain amount escheats to the state.

Japan levies an inheritance tax which also applies to gifts inter
vivos. The rates arc graduated according to the degree of relation-
ship and the amount of the legaey or nlft varying from a minimum
of 0.5 per cent to a maximum of 21 per eont.
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B. IN THE UNITED STATES

1. FEDERAL ESTATE TAX

The Federal Government imposes only one form of death duty.
This is an estate tax, levied upon the decedent’s net estate, and is to be
distinguished from an inheritance tax, which is levied upon the share
of each beneficiary. The rates of the Federal tax are graduated
according to the amount of the estate, and are imposed by brackets
and not by totality. The bracket svstem applies a given rate to that
portion of the net estate falling w1th1u the bracket. On the other
hand, the totality system appllos a4 maximuim rate, determined by the
size of the estate, to the whole of the net estate.

There is no recognition of consanguinity, either by exemptions or
otherwise. Thus, the tax is the same upon net estates of equal size
whether the propertv descends to 1 child or 10 children, or even to
strangers in blood.

The tax due is determined by a computation involving two schedules
with different rates. One schedule consists of the rates imposed by
the revenue act of 1926, and the other of the additional tax imposed
by the revenue act of 1932.

The value of the net estate under the revenue act of 1932 is deter-
mined as provided in the revenue act of 1926, as amended, except
that in lieu of the exemption of $100,000 under that act the exemption
in the case of the additional tax is only $50,000. This results in the
taxation of certain estates under the 1932 act which are not reached
under the act of 1926. Moreover, the provision of the 1926 act allow-
ing a credit against the tax, up to 80 per cent thereof, for death taxes
paid to any State or Territory, does not apply in respect of the addi-
tional tax.

In computing the Federal tax, it is first necessary to determine the
amount of the decedent’s gross estate. The following property or
interest therein is ineluded:

{a) The deeedent’s interest in any property at the time of his death.

(b) Dower, curtesy, or similar interests of the surviving spouse.

(¢) Transfers by the decedent in contemplation of death, or in-
tended to take effect in possession or enjoyment at or after his death.

(d) Transfers, by trust or otherwise, under which the decedent has
retained for his life or for any period not aseertainable without refer-
ence to his death, or for any period which does not in fact end before
his death, the possession or enjoyment of, or the right to the income
from, the property, or the right to designate, either alone or with
another, the persons who shall possess or enjoy the property or the
income therefrom.

(e) Transfers, by trust or otherwise, where the enjoyment of the
property was, at the date of the decedent’s death, subject to any
change through the exercise of a power to alter, ‘Lmend or revoke, or
\;here the decedent relinquished such a power in contemplatlon of
death

(f) Joint interests held by the decedent with another person,
ineluding tenancies by the entirety and joint bank aceounts.

(9) ProI)ert;_V passing under a general power of appointment exer-
cised by the decedent by will, or by deed executed in contemplation
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of death, or by deed intended to take effect in possession or enjoyment
at or after death, or under which the decedent has retained for his life
or any period not ascertainable without reference to his death, or any
period which does not in fact end before his death, the possession or
enjoyment of, or income from, the property, or the right to designate,
alone or with another, the persons who shall enjoy the property or
the income therefrom.

(h) Proceeds of life insurance payable to the estate of the decedent,
and the proceeds of life insurance in excess of $40,000 payable to
beneficiaries. o )

The above enumerated property is included in the gross estate at
its value at the date of the decedent’s death. The regulations of the
Commissioner of Internal Revenue give the following general rule in
regard to valuations of property comprising the gross estate:

The value of all property includable in the gross estate is the fair market
value thereof at the time of the decedent’s death. The fair market value is the
price at which property would change hands between a willing buyer and a
willing seller, neither being under any compulsion to buy or sell. When property
is sold within a reasonable period after decedent’s death, and it is shown that
the selling price reflects the fair market value thereof as of the date of decedent’s
death, the selling price will be accepted. Neither depreciation nor appreciation

in yalue subsequent to the date of decedent’s death will be considered. All
relevant facts and elements of value should be considered in every case.

After the value of the ‘“gross” estate hias been determined, certain
deductions are allowed in arriving at the “net’ estate subject to tax.
These allowable deductions may be briefly stated as follows:

(a) In the case of a resident—

(1) An arbitrary exemption of $100,000 in the case of the tax under
the 1926 act, and $50,000 in the case of the additional tax under
the act of 1932.

(2) Funeral and administration expenses, claims against the estate,
unpaid mortgages, expenses for support of the decedent’s dependents
during settlement, and losses from fires, storms, theft, etc.

(3) Property included within decedent’s gross estate which was
previously taxed in the estate of a prior decedent who died within
five years, or property transferred to the decedent by gift within
five years prior to his death upon which a gift tax was paid by the
donor.

(4) Public, religious, charitable, scientific, literary, or educational
bequests, in the amount actually received by such beneficiaries.

(b) In the case of a nonresident—

(1) That proportion of the deductions specified in paragraph (2),
above, which the value of the nonresident’s gross estate in the United
States bears to the value of his entire gross estate, wherever situated.

(2) Property specified in paragraph (3), above.

(3) Property specified in paragraph (4), above.

The ‘““net” estate under each act having been computed by sub-
tracting from the ‘“‘gross” estate the deductions above set forth,
the Federal tax may now be determined. The tax imposed by the
revenue act of 1926, as amended, is computed by applying the fol-
lowing rates to the net estate as determined thereunder:
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BASIC SCUHEDULE OF PRESENT FEDERAL ESTATE TAX RATES
(Aet of Feb. 26, 1926, ch. 27, sec. 301 (a), 44 Stat. L. 69)

1 per centum of the amount of the net estate not in excess of $50,000;

2 per centum of the amount by which the net estate exceeds $50,000 and does
not exceed $100,000;

3 per centum of the amount by whiclh the net estate exceeds $100,000 and does
not exceed $200,000;

4 per centum of the amount by which the net estate exceeds $200,000 and
does not exceed $400,000;

5 per centum of the amount by which the net estate exceeds $400,000 and
does not exceed $600,000;

6 per centum of the amount by which the net estate exceeds $600,000 and
does not exceed $800,000;

7 per centum of the amount by which the net estate exceeds $800,000 and
does not exceed $1,000,000;

8 per centum of the amount by which the net estate exceeds $1,000,000 and
does not exceed $£1,500,000;

9 per centum of the amount by which the net estate exceeds $1,500,000 and
does not excecd $2,000,000;

10 per centum of the amount by which the net estate exceeds $2,000,000 and
does not exceed $2,500,000;

11 per centum of the amount by which the net estate exceeds $2,500,000 and
does not exeeed $3,000,000;

12 per centumm of the amount by which the net estate exceeds $3,000,000 and
does not exceed $3,500,000;

13 per centum of the amount by which the net estate exceeds $3,500,000 and
does not exceed $4,000,000;

14 per centum of the amount by which the net estate exceeds $4,000,000 and
does not exceed $5,000,000;

15 per centum of the amount by which the net estate exceeds $5,000,000 and
does not exceed $6,000,000;

16 per centum of the amount by which the net estate excceds $6,000,000 and
does not exceed $7,000,000;

17 per centum of the amount by which the net estate exceeds $7,000,000 and
does not exceed $8,000,000;

18 per centum of the amount by which the net estate exceeds $8,000,000 and
does not exceed $9,000,000;

19 per centum of the amount by which the net estate exceeds $9,000,000 and
does not exceed $10,000,000;

20 per centum of the amount by which the net estate exceeds $10,000,000.

From the tax thus eomputed, there may be dedueted the amount
of any gift taxes paid on any property included within the gross estate.
In addition, there may be dedueted the amount of any death taxes
paid to any State or Territory in respect of the estate, for which eredit
nmust be claimed within four vears after the filing of the return. This
credit, however, may not exceed 80 per eent of the tax found to be due
before the eredit is taken.

To the tax thus determined, there is added the additional tax
imposed by the revenue act of 1932, This tax is arrived at by first
computing a tentative tax at the following rates on the net estate as
determined under that act:

ADDITIONAI, SCHEDULE OF PRESENT FEDERAL ESTATE TAX RATES
(Act of June 1932, sec. 401)

Upon net estates not in exeess of $10,000, 1 per centum.

$100 upon net estates of $10,000; and upon net estates in excess of $10,000
and not in excess of $20,000, 2 per centum in addition of such excess.

$300 upon net estates of $20,000; and upon net estates in excess of $20,000
and not in excess of $30,000, 3 per centum in addition of such excess.
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$600 upou net estates of $30,000; aud upon net estates in exeess of $30,000
and not in exeess of $40,000, 4 per eentum in addition of sueh excess.

$1,000 upon net estates of $40,000; and upon net estates in exeess of $40,000
and not in excess of $50,000, 5 per centum in addition of such exeess.

$1,500 upon net estates of $50,000; and upon net estates in exeess of $50,000
and not in exeess of $100,000, 7 per eentum in addition of sueh exeess.

$5,000 upon net estates of $100,000; and upon net estates in exeess of $100,000
and not in excess of $200,000, 9 per eentum in addition of such exeess.

$14,000 upon net estates of $200,000; and upon net estates in exeess of $200,000
and not in exeess of $400,000, 11 per centum in addition of sueh exeess.

$36,000 upon net estates of $400,000; and upon net estates in excess of $400,000
and not in exeess of $600,000, 13 per eentum in addition of sueh exeess.

$62,000 upon net estates of $600,000; and upon net estates in exeess of $600,000
and not in execess of $800,000, 15 per eentum in addition of sueh excess.

$92,000 upon net estates of $800,000; and upon net estates in exeess of $800,000
and not in exeess of $1,000,000, 17 per eentum in addition of such exeess.

$126,000 upon net estates of $1,000,000; and upon net estates in exeess of
$1,000,000 and not in excess of $1,500,000, 19 per eentum in addition of sueh
exeess.

$221,000 upon net estates of $1,500,000; and upon net estates in excess of

$1,500,000 and not in exeess of $2,000,000, 21 per eentumn in addition of such
exeess.

$326,000 upon net estates of $2,000,000; and upon net estates in excess of
$2,000,000 and not in exeess of $2,500,000, 23 per centwn in addition of sueh
exeess.

$441,000 upon net estates of $2,500,000; and upon net estates in exeess of

$2,500,000 and not in excess
exeess.

$566,000 upon net estates
$3,000,000 and not in exeess
exeess.

$701,000 upon net estates
$3,500,000 and not in excess
excess.

$846,000 upon net estates

C

f $3,000,000,

of $3,000,000;
of $3,500,000,

of
of

$3,500,000;
$4,000,000,

of $4,000,000;

25 per eentum in addition of sueh

and upon net estates in exeess of
27 per centum in addition of sueh

and upon net estates in exeess of
29 per eentum in addition of sueh

and upon net estates in exeess of

$4,000,000 and not in exeess of
exeess.

$1,001,000 upon net estates of $4,500,000; and upon net estates in excess of
$4,500,000 and not in exeess of £5,000,000, 33 per eentum in addition of sueh
excess.

$1,166,000 upon net estates of $5,000,000; and upon net estates in exeess of
$5,000,000, and not in exeess of $6,000,000, 35 per centumn in addition of sueh
excess.

$1,516,000 upon net estates of $6,000,000; and upon net estates in exeess of
$6,000,000 and not in exeess of $7,000,000, 37 per eentum in addition of sueh
excess.

$1,886,000 upon net estates of $7,000,000; and upon net estates in exeess of
$7,000,000 and not in exeess of $8,000,000, 39 per centum in addition of sueh
exeess.

$2,276,000 upon net estates of $8,000,000; and upon net estates in execess of
$8,000,000 and not in excess of $£9,000,000, 41 per centum in addition of sueh
exeess.

$2,686,000 upou net estates of $9,000,000; and upon net estates in exeess of
$9,000,000 and not in exeess of $10,000,000, 43 per centum in addition of sueh
exeess.

$3,116,000 upon net estates of $10,000,000; and upon net ecstates in excess of
$10,000,000, 45 per centum in addition of sueh excess.

$4,500,060, 31 per centum in addition of such

From this tentative tax, there is deducted the amount of the gross
estate tax levied under the revenue act of 1926 before eredit is taken
for death taxes paid to the States. The resulting excess is the amount
due under the 1932 act as an additional tax. This additional tax,
plus the net tax imposed by the act of 1926, constitute the total
Federal tax on the estate of a decedent. .
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The following table shows the total tax at Federal rates on net
estates of various sizes:

Federal estate tax on certain net estates under existing laws in force July 1, 1932

Tax under 1932 act
Taxable estate Tax under 1926 act
4
@ 1926 and
Net esta.l:et before ltg3t2 ]ngts.
Sxeinpiior Before After : i i
. S Tentative | Additional | (2)4(4)
1926 act | 1932act | Ccredit! | credit?
1) 2 (3) @)=
0 0 0 0

$50, 000 0 $1, 6500 $1, 500 $1, 500
$50, 000 100, 000 $500 $100 5, 4, 500 4, 600
100, 000 150, 000 1, 500 300 9, 500 8, 000 8, 300
200, 000 250, 000 4, 500 900 19, 500 15, 000 15, 900
300, 000 350, 000 8, 500 1,700 30, 500 22,000 23, 700
400, 000 450, 000 12, 500 2, 500 42, 500 30, 000 32, 500
500, 000 550, 000 17, 500 3, 500 55, 500 38, 000 41, 500
700, 000 750, 000 28, 500 5, 700 84, 500 56, 000 61, 700
900, 000 950, 000 41, 500 8, 300 117, 500 76, 000 84, 300
1,900,000 | 1,950, 000 124, 500 24, 900 315, 500 191, 000 215, 900
2,900,000 | 2, 950, 000 227, 500 45, 500 553, 500 , 000 371, 500
3,900, 000 | 3,950, 000 350, 500 70, 100 831, 500 481, 000 551, 100
, 900, 000 | 4, 950, 000 489, 500 97, 900 1, 149, 500 660, 000 757, 900
5,900, 000 | 5, 950, 000 638, 500 127, 700 1, 498, 500 860, 000 987, 700
7,900, 000 | 7, 950, 000 966, 500.f 193,300 | 2,256,500 | 1,290,000 [ 1,483,300
9, 900, 000 | 9,950,000 | 1, 334, 500 266, 900 | 3,094,500 [ 1,760,000 [ 2,026, 900
19, 900, 000 | 19, 950, 000 | 3, 333, 500 666, 700 | 7,593,500 | 4,260,000 | 4,926, 700
49, 900, 000 | 49, 950,000 | 9, 333, 500 | 1, 866, 700 | 21,093,500 | 11, 760, 000 | 13, 626, 700
99, 900, 000 | 99, 950, 000 | 19, 333, 500 | 3, 866, 700 | 43, 593, 500 | 24, 260, 000 | 28, 126, 700

1 Credit for death taxes paid to States. May not exceed 80 per cent of Federal tax under act of 1926. No
credit allowed against additional tax under 1932 act for State death taxes.
2 1t is assumed in each case that the State tax absorbs the full 80 per cent credit.

The taxes shown in the foregoing table are the minimum amounts
which the Federal Government may expect to collect in the form of
death taxes from estates of decedents. Where the inheritance and
estate taxes levied by the States are not sufficiently high to absorb the
full 80 per cent credit which is allowed against the tax imposed under
the revenue act of 1926, the amount collected by the Federal Govern-
ment will be proportionately greater. In Nevada, where no State
death duties are imposed, the whole amount of the tax goes to the
Federal Government. The same is true in the District of Columbia.
In the case of decedents dying after the effective date of the 1926 act
and prior to the effective date of the 1932 act, there was no double
taxation except where the State tax exceeded 80 per cent of the
Federal tax. This was a rare occurrence. With the imposition of
the additional tax under the 1932 act, the double taxation situation
is not changed. The higher rates of the estate tax merely represent the
f)otal burden the Congress now believes these estates may properly

ear.

The tax is collected pursuant to notices and returns filed by the
executor or administrator. The first step is the filing of a preliminary
notice of the decedent’s death with the collector of internal revenue for
the district in which the decedent was last domiciled. This notice
advises the Government of the ecxistence of a taxable estate, and
should be made in all cases where the gross estate is in excess of
$50,000 in value. It should be filed within two months after the
decedent’s death. The estate tax return, however, may generally be
filed within one year after the death of the decedent, but the Com-
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missioner of Internal Revenue may require its filing before that time
where it appears that the interests of the Government would be
jeopardized by any delay. On the other hand, additional time may be
granted, not exceeding six months, where the facts warrant such an
extension.

Upon receipt of the return, the commissioner examines the same and
determines the amount of the tax. Payment of the tax is due one
vear after the decedent’s death. Where undue hardship would result
(rom early payment of the tax, the commissioner may extend the
time not to exceed eight years {from the due date. Interest runs at
6 per cent per annum from six months after such date until the tax is
paid. In the case of a deficiency in the tax, the commissioner may
extend the time for payment thereof for a period not to exceed four
years. Interest at 6 per cent also runs against the amount of the
deficiency. In either case, a bond may be required by the commis-
sioner in an amount not exceeding double the amount of tax in respect
of which the extension is granted.-

The tax constitutes a lien upon the gross estate of the decedent,
which may extend over a period of years if paymentis not made before
that time. This lien may be released in whele or in part, however,
in the discretion of the commissioner with the approval of the Secre-
tary of the Treasury. In case of disagreement as to the correctness
of the tax determined by the commissioner, the law provides for the
filing of appeals to the Board of Tax Appeals where a deficiency tax
is assessed, and for suits in the Federal district courts where there has
been an overpayment of the tax.

The good and bad features of the present Federal estate tax will
be dealt with in a later portion of this report. It will be sufficient
to close this preliminary description with the receipts from this tax
since its first enactment in 1916 to the present time:

Federal estate tax receipts

Fiscal year ending— Tax collected
e S0, R e $6, 077, 000
June 30, 1918 ______ 47, 453, 000
RS ONM OO, et oo 82, 030, 000
June 30, 1920 ____ 103, 636, 000
fvirs Gl I 154, 043, 000
June 30, 1922 _________________________________________ 139, 419, 000
UnneyS O] 02 NNTI—— W s 126, 705, 000
June 30, 1924 ____ o ___ 102, 967, 000
June 30, 1925____ o __ 101, 422, 000
June 30, 1926____ __________ o ___ 116, 041, 000
June 30, 1927______________ o _____ 100, 340, 000
June 30, 1928 ______________ . 60, 087, 000
June 30, 1929________ . _______ 61, 897, 000
June 30, 1930 ____ e 64, 770, 000
June 30, 1931 ______ o _____ 48,078, 000
June 30, 1932________________ . 47, 422, 000

2. FEDERAL GIFT TAX

As a supplement to the estate tax, the Federal Government now
imposes a tax upon gifts inter vivos. The tax is applicable both to
resident and nonresident individuals, and measurably approaches the
estate tax that would have been payable at the donor’s death if the
gift had not been made in his lifetime and the property instead had

156838 —83——8
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constituted a part of his estate. For this reason, the rate of tax is
measured by all gifts made after the enactment of the act, although
it is computed and payable yearly. A scheme of computation is pro-
vided which results in approximately the same tax on a gift of a
given amount whether such gift was made in one year or spread over
a period of years.

As has been stated before, the rates of the gift tax are approxi-
mately one-fourth less than those of the Federal estate tax. The rea-
son for this difference in rates appears to be that the Congress wishes
thereby to encourage the making of gifts and the distribution of prop-
erty in the lifetime of the owner, which, of course, is a worthy pur-
pose. The Government, moreover, can well afford to make this con-
cession, because the tax accrues much sooner than if it were only
imposed at the death of the donor.

The tax applies to transfers of property by gift, whether the trans-
fer is in trust or otherwise, whether the gift is direct or indirect, and
whether the property is real or personal, tangible or intangible. It
does not apply, however, to transfers in trust where the donor has
the power to revest title in himself, either alone or in conjunction
with another person. On the other hand, the relinquishment or ter-
mination of such a power constitutes a taxable transfer.

Where property is transferred for less than an adequate and full con-
sideration, the amount by which the value of the property exceeds
the value of the consideration is considered a taxable gift. If the
gift 1s made in property, the value thereof at the date of the gift consti-
tutes the amount of the gift for purposes of taxation.

In arriving at the taxable net gifts, certain deductions are allowed.
In each calendar year, the first ‘55 000 of oifts to each person is exempt,
except where the gift is of a future interest in property. This exemp-
tion is made to obviate the necessity of keeping account of numerous
small gifts, and at the same time fix the amount sufficiently large to
cover wedding and Christmas gifts, and occasional gifts of small
amounts. Other exemptions, in the case of resident individuals, may
be summarized as follows:

(@) A specific exemption of $50,000, less the aggregate of the amount
claimed and allowed as a specific exemption for preceding years.
The exemption may be taken all in one year or spread over a period
of years, at the option of the taxpayer, but when 1t is used no further
exemption is allowed.

f(b) Public, religious, charitable, scientifie, literary, or educational
g1 ts

(¢) Gifts to lodges for puposes specified in paragraph (b).

(d) Gifts to posts or organizations of war veterans.

(e) Gifts to the fund for vocational rehabilitation authorized by
the World War veterans’ act of 1924,

The exemptions in the case of nonresident aliens are the same as for
residents and citizens, except that the $50,000 specific exemption
does not apply. Also, the deduction for charitable and other such
gifts applies only when such gifts by the nonresident donor are to be
used in the United States exclusively.

The rates of the gift tax under the revenue act of June 6, 1932, see-
tion 502, are as follows:
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PRESENT GIFT TAX RATES

Upon net gifts not in excess of $10,000, three-fourths of 1 per cent.

$75 upon net gifts of $10,000; and upon net gifts in excess of $10,000 and not
in excess of $20,000, 14 per cent in addition of such excess.

$225 upon net gifts of $20,000; and upon net gifts in excess zf $20,000 and not
in excess of $30,000, 211 per cent in addition of such excess.

$450 upon nel gifts of 330,000; and upon net gifts in exces; of $30,000 and not
in excess of $40,000, 3 per cent in addition of such excess.

$750 upon net gifts of $40,000; and upon net gifts in excess of $40,000 and not
in excess of $50,000, 3%; per cent in addition of such excess.

$1,125 upon net gifts of $50,000; and upon net gifts in excess of $50,000 and not
in excess of $100,000, 5 per cent in addition of such excess.

$3,625 upon net gifts of $100,000; and upon net gifts in excess of $100,000 and
not in excess of $200,000, 614 per cent in addition of such excess.

$10,125 upon net gifts of $200,000; and upon net gifts in excess of $200,000 and
not in excess of $400,000, 8 per cent in addition of such excess.

$26,125 upon net gifts of $400,000; and upon net gifts in excess of $400,000 and
not in exeess of $600,000, 91 per cent in addition of such excess.

$45,125 upon net gifts of 3600,000; and upon net gifts in excess of $600,000
and not in excess of $800,000, 11 per ceut in addition of such excess.

$67,125 upon net gifts of $800,000; and upon net gifts in excess of $800,000
and not in excess of $1,000,000, 1214 per cent in addition of such excess.

$92,125 upon net gifts of $1,000,000; and upon net gifts in excess of $1,000,000
and not in excess of $1,500,000, 14 per cent in addition of such excess.

$162,125 upon net gifts of $1,500,000; and upon net gifts in excess of $1,500,000
and not in excess of $2,000,000; 15}, per cent in addition of such excess.

$239,625 upon net gifts of $2,000,000; and upon et gifts in excess of $2,000,000
and not in excess of $2,500,000, 17 per cent in addition of such excess.

$£324,625 upon net gifts of $2,500,000; and upon net gifts in excess of $2,500,000
and not in excess of $3,000,000. 1835 per cent in addition of such excess.

$417,125 upon net gifts of $3,000,000; and upon net gifts in excess of $3,000,000
and not in excess of $3,500,000, 20 per cent in addition of such excess.

$517,125 upon net gifts of $3,500,000; and upon net gifts in excess of $3,500,000
and not in excess of $4,000,000, 2114 per cent in addition of such excess.

$624,625 upon net gifts of $4,000,000; and upon net gifts in excess of $4,000,000
and not in excess of $4,500,000, 23 per cent in addition of such excess.

$739,625 upon net gifts of $4,500,000; and upon net gifts in excess of $4,500,000
and not in excess of $5,000,000, 2475 per cent in addition of such excess.

$862,125 upon net gifts of $5,000,000; and upon net gifts in excess of $5,000,000
and not in excess of $6,000,000, 26 per cent in addition of such excess.

$1,122,125 upon net gifts of $6,000,000; and upon nct gifts in excess of
$6,000,000 and nct in excess of $7,000,000, 2715 per cent in addition of such
excess.

$1,397,125 upon net gifts of $7,000,000; and upon net gifts in excess of
$7,000,000 and not in excess of $§,000,060, 29 per cent in addition of such excess.

$1,687,125 upon net gifts of $8,000,000; and upon net gifts in ecxess of
$8,000,000 and not in excess of $9,000,000, 3015 per cent in addition of such
excess. .

81,992,125 upon net gifts of $9,000,000; and upon net gifts in cxcess of
89,000,000 and not in excess of $10,000,000, 32 per cent in addition of such
excess.

$2,312,125 upon net gifts of $10,060,000; and upon net gifts in excess of
$10,000,000, 33! per cent in addition of such excess.

The computation of the tax involves three separate steps, as
follows:

(@) A tax is first computed, at the above rates, on the aggregate
sum of the net gifts made after the enactment of the Revenue Act of
1932, ineluding the net gifts during the current calendar year.

(b) A tax is then computed, at the above rates, on the aggregate
sum of the net gifts made after the enactment of the 1932 act but
prior to the eurrent year.

(¢) The tax computed under paragraph (d) is then subtracted from
that computed under paragraph (a), and the excess is the amount
due for the current vear.
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The foregoing method of computing the tax results in taxing in each
calendar year, upon a cumulative basis, all gifts made since the enact-
ment of the revenue act of 1932, with credit for all gift taxes paid in
the years prior to the current year.

The determination of the tax may perhaps be more clearly illus-
trated by the following examples:

Gift tax, 1932

Gifts:
To wife, $50,000 (less $5,000 exempt) _______ - ___________ $45, 000. 00
To son, $50,000 (less $5,000 exempt) . _ - - ______ 45, 000. 00
To daughter, $10,000 (less 85,000 exempt) ____ . ___________ 5, 000. 00
To nephew, $5,000 (less $5,000 exempt) - - .. ________ 0
R oo o e i e 95, 000. 00
Deductions: Specific exemption______________ ________________ 50, 000. 00
Taxable net gifts___________ __________________________ 45, 000. 00
Gift tax for 1932:
ifax uponinet gifts of $40,000 S o S . 750. 00
Tax on excess ($5,000X3% percent).______________________ 187. 50
Total taxfor 1932__.___ ____ . _______ .~ 937. 50
Gift tax, 1933
Gifts:
To eharity_ _ o $100, 000. 00
To daughter, $30,000 (less $5,000 exempt) __________________ 25, 000. 00
To nicce, $30,000 (less $5,000 exempt) .. __________________ 25, 000. 00
Totlal gifts_ - - o e 150, 000. 00
Deductions:
Specific exemption '_ ____ oo 0
Charitable gifts_ _______ - 100, 000. 00
otals s L L I S SO 100, 000. 00
Net taxable gifts:
L) 3 3 0 S S ) S SO 50, 000. 00
In 19828 - o oo NS 45, 000. 00
Aggregate, 1933 and preceding years.____________________ 95, 000. 00
Gift tax on aggregate gifts:
Tax upon net gifts of $50,000_____________________________ 1, 125. 00
Tax upon exeess ($35,000X5 percent) _________________ _ - 1, 750. 00
oAl oo e SR RN 2, 875. 00
Less tax on aggregate gifts of preceding years___________________ 937. 50
Tax payable for ealendar year 1933___.__ __________.______ 1, 937. 50

A return of all gifts in excess of $5,000 made by any individual
during the calendar year must be filed by March 15 thereafter with
the collector of internal revenue for the district in which the donor has
his legal residence. The tax is payable on or before the due date of
the return, although the Commissioner of Internal Revenue may
extend the time of payment for a period of not to exceed six months.

The tax constitutes a lien against the gifts made during the calendar

car for 10 years from the date of the gift. If the tax is not paid
y the donor, the lien is attached to as much of the gift in the hands
of the donee as has not been sold to a bona fide purchaser for an ade-

1 8pecific exemption exhausted in 1932.
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quate and full consideration, or to other property of the donee, sub-
ject only to being divested bv sale to a bona fide purchaser for an
adequqte and full consideration. Within the discretion of the com-
missioner, this lien may be relecased before payment of the tax.

After examination of the return, the commissioner may make a
correct determination of the tax due, and in the case of a deficiency
may ploceed to its assessment and collection under administrative
provisions corresponding to those of the estate and income tax laws.
Provision is made for an appeal to the Board of Tax Appeals in the
case of deficiencies. Claims for refund of overpayments may be filed
within three years from the time the tax was paid.

Rules and regulations for the enforcement of the gift tax law are pre-
scribed by the Commissioner of Internal Revenue with the approval
of the Secretary of the Treasury.

3. STATE DEATH TAXES

As of July 1, 1932, 47 States had some form of death duty in force,
leaving only the State of Nevada and the District of Columbia with-
out such a tax. No two States have precisely the same statute, and
it will therefore be necessary to discuss, first, the general situation
in regard to State death duties, and second, to describe in detail the
»dfath taxes of certain States which scem most typical or most worthy
-0t note.

As certain readers may be interested in particular States, there has
been included in Exhibit J of the appendix a Résumé of State Death
Taxes, showing for each State the essential details of such taxes.
There is also included, in Exhibit K of the appendix, a table showing
the Present Status of State Death Duties, as of July 1, 1932, for pur-
poses of comparison.

The forms of death taxes employed in the respective States are
as follows:

Inheritance tax only:

Arizona. Louisiana.! South Dakota.
Arkasas. New Jersey. Texas.
Idaho. New Mexico. West Virginia.
llinois. Oklahoma. Wyoming.
Kentucky. South Carolina. Total, 14.
Inheritance and,estate taxes:
California. Massachusctts. Pennsylvania.
Colorado. Michigan. Rhode Island.
Connecticut. Minnesota. Tennessee.
Delaware. Missouri. Vermont.
Georgia. Montana. Virginia.
Indiana. Nebraska. Washington.
Iowa. New Hampshire. Wisconsin.
Kansas. North Carolina. Total, 27.
Maine. Ohio.
Maryland. Oregon.
Estate tax only:
Alabama. New York. Utah.
Florida. North Dakota. Total, 6.
Mississippi.

! Effective July 27, 1932, Louisiana imposed an additional estate tax.
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The application of the inheritance tax, in the 41 States which levy
this form of death duty, is as follows

Inheritance laxes

States
On both direet and collateral heirs___ . _______ .. . ___ . _ 37
On collateralsonly__ . . _________________ _______ i e, S 3
On nonresidents onl\ _____________________________________________ h gl

Of the 41 States levyving an mhent.mco tax, 27 also mpose addi-
tional estate taxes which, except in the case of Oregon, are prima
facie based upon the Federal estate tax law of 1926, and are enacted
for the purpose of absorbing the S0 per eent credit allowed by that
statute for State deatlr taxes paid. Even in the ease of the six States
which impose only an estate tax, the rates of four of these States
are clearly based upon the Federal law. 1In view of these facts, it
1s fair to assume that if it were not for the Federal law, not over two
or three States would have estate taxes to-day. It ean not be doubted,
therelore, that the form of death duty whieh is preferred by our
State legislatures is the inheritance tax. It is also elear that the
favored form of inheritance tax in the 41 States which levy this form
of death duty, is that whieh is imposed on both direet and collateral
heirs, inasmuch as 37 of the States have such a tax.

The eomposite hypothetical tax of these 37 States has been mathe-
matically construeted with the purpose of giving a general picture
of the form of death duty obviously preferred by the States. [t is
as follows:

COMPOSITE OF INHERITANCE TAY ON DIRECT AND COLLATERAL HEIRS IMPOSED RY
37 STATES

~ First as to the rates of tax and exemptions, the average of the 37

States shows the following rates and exemptions on the different

classes of heirs

\ -
Class Composite rates Lxgergx[;ﬁ?g:
Widow .. __________ ‘ 114 per cent graduated to6Y% percent ... . . ___ .. ... 116, 310
Widower.._ 114 per cent graduated to 7 pericent. cooooo o oo oo - ORETEN 10, 600
Childis oo s 1}4 per.cent, graduated to:634 pereent. ..o ______ T CEENIN-S 8, 120
Brother or sister.__._ 314 per cent graduated to 1034 percent . - ______________________________ 2, 850
Uncle oraunt ... __ 434 per cent graduated to 1315 per cent 510
Stranger...._______.| 6 per cent graduated to 16% percent .. ________________ _______________ 290
.

It can be observed from the above data that consanguinity is
recognized in two ways, namely, by graduation of rates and by
exemptions. The widow 1s plainly preferred over the husband and
issue by a larger exemption, although the rates average about the
same. The widow’s exemption of $16,310 is approximately 50 per
eent greater than that allowed to the husband and 100 per cent
greater than that allowed to the child. 1t should also be observed
that the rates on brothers and sisters , uncles and aunts, and more
remote relatives, are substantially in exeess of the rates on the sur-
viving spouse and direct deseendants. The exemptions to the
eollateral relatives are mueh less, which further inereases the tax on
their shares.

! Maryland, New Hampshire, and Oregon. 2 (icorgia.
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Ordinarily the property of both resident and nonresident dece-
dents is subjected to tax. In the case of residents, all property, both
tangible and intangible, within the jurisdiction of the State, is taxed.
In the case of nonresidents, the real property and the tangible per-
sonal property located within the State, are taxed. A number of
States have attempted to tax the intangible personal property of
nonresidents 1m certain cases. Most of this latter property, how-
ever, now escapes double tavation eitlier by reason of court deci-
sions or reciproeity provisions. This phase of the subject will be
treated later in this report under the caption of multiple taxation.

The tax falls on the transfer of property whether by will or by
intestate laws. Nearly all the States include in the taxable estate
transfers made in contemplation of death or intended to take effect
in possession and enjovment at or after death. Mast of the States
also provide an arbitrary period of from 1 to 6 years during which
transfers inter vives are presumed to be made in contemplation of
death. This presumption, however, is usually rebuttable. Transfers
of property by right of dower or curtesy, or rights in lieu thereof, are
taxable in the majorty of cases. Joint estates and estates by the
entirety are generally reached to the extent of the decedent’s interest
therein. '

The estate is usually valued as of the date of the decedent’s death,
although in two or three cases the valuation is as of the date of distri-
bution. The value sought is the fair market value or clear narket
value. The standard deduections allowable appear to be funeral and
administration expenses, debts, and legal elaims against the estate.
Transfers to the State or to religious, charitable, or educational
organizations are usually exempt from tax.

In regard to the administration of the inheritance tax, it is generally
provided that the legal representatives of the estate shall deduct the
tax and make return thereof before making distribution to the bene-
ficiaries. Refunds are generally allowed where the tax ean be shown
to have been overpaid. The due date of the tax is one year after
death in the majority of cases.

It has already been pointed out that 27 of the 41 States having an
inheritance tax also impose an additional estate tax. In the majority
of eases, this additional estate tax takes this simple form:

In addition to the inheritance taxes imposed by the laws of this State, there is
hereby levied and immposed an estate or excise tax upon the transfer at death of
the estate of every resident decedent, the amount of which shall be the amount
by whieh 80 per cent of the estate tax payable to the United States Government
under the provisions of the Federal revenue act of 1926 and amendments thereto
shall exceed the aggregate amount of all estate, inheritance, legacy, and succes-
sion taxes actually paid to the several States of the Unijted States and subdivi-
sions thereof in respect to any property owned by such decedent or subject to such
taxes as a part of or in connection with his estate.

Usually, these additional estate taxes would become void or ineffec-
tive with the repeal of the Federal estate tax law of 1926 or the 80
per cent credit clause thereof.

It must not be assumed from the foregoing that there is any uni-
formity in the rates or other features of the State inheritance tax
laws, for the reverse is true. Some of the more important differences
in these taxes will be set forth briefly under appropriate headings.

Rates of taxr—Considering only the 37 States which have inheri-
tance taxes on both direct and collateral heirs applying to residents
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as well as nonresidents, the following statement will bring out the
variations in rates on widows and direct descendants:

18 States have maximum rates of 5 per cent or less.
8 States have maximum rates of more than 5 per cent, but not more than
8 per cent.
7 States have maximum rates of more than 8 per cent, but not more than
10 per cent.
4 States have maximum rates of more than 10 per cent, but not more than
16 per cent.

In these same States, in the case of shares passing to strangers in
blood and remote relatives, the following statement gives an idea as
to the variation in rates on this class:

2 States have maximum rates of 5 per cent or less.

5 States have maximum rates of more than 5 per cent, but not more than
8 per cent.

5 States have maximum rates of more than 8 per cent, but not more than
10 per cent.

13 States have maximum rates of more than 10 per cent, but not more than

16 per cent.

8 States have maximum rates of more than 16 per cent, but not more than
25 per cent.

4 States have maximum rates of more than 25 per cent, but not more than
40 per cent.

It is obvious from the two statements above, that the majority of
the States tax the widow and children very lightly, while in the case
of strangers a fairly heavy tax is usually imposed. In view of the
fact that at least 75 per cent of the property of the decedents passes
to the widow and children, it can be seen that the low rate imposed
on this class materially lowers the revenue derived from these inheri-
tance taxes. :

f# Exemptions.—The variations in the exemptions may be sufficiently
shown by the following table:

" Maximum | Minimum

Beneficiary exemption | exemption
WAdOW.... .. SENERE = Seeesob s $75, 000 $5, 000
Adult child. _ = 25, 000 2,000
Brother or sister " 25,000 0
Unecleoraunt. - e eI 2,000 0
Strangerinblood . - .. A, 1,000 0

LIMIT OF GRADUATION

The States having inheritance taxes on both direct and collateral
heirs in 34 cases out of 37 graduate the rates according to the size of
the share. The upper limit, beyond which graduation of rates ceases,
is shown below:

2 States graduate to $50,000 or less.

4 States graduate to more than $50,000, but not more than $100,000.

5 States graduate to more than $100,000, but not more than $250,000.

12 States graduate to more than $250,000, but not more than $500,000.

6 States graduate to more than $500,000, but not more than $1,000,000.
3 States graduate to more than $1,000,000, but not more than $5,000,000.
2 States graduate to more than $5,000,000, but not more than $10,000,000.

DATE OF VALUATION

As a general rule, the estate or the net share therein of any bene-
ficiary is valued as of the date of the decedent’s death. However,
in Arizona and Indiana, it is valued at time of transfer. New Mexico
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ralues at the date of appraisal as specified by law. Vermont values
one year after death or at the date of distribution.

PROPERTY INCLUDED IN ESTATE

The greatest variation in regard to property included in the taxa-
ble estate occurs in the case of community-property States. The
general rule in these States, which are eight in number, is that only
one-half of the commumty property is taxable. Most States, but
not all, include property received under dower and curtesy rights in
the taxable estate, and also property held by the entirety o the
extent of the decedent’s interest therein.

1t would be interesting to describe in detail the death-tax system of
each State, but space does not permit of such a description. It is
important, however, to gain a more concrete idea of State death
taxes than has been given and, therefore, the death-tax system of
several States will be described. In view of the many changes that
have taken place in these systems, it can hardly be said that any
particular State is typical. The States whose death taxes will be set
forth are sclected more for the purpose of showing the marked varia-
tions in type rather than {or the fact that they are typical of other
States.

MASSACHUSETTS

The basic death tax of Massachusetts is an inheritance tax levied on
both direct and collateral heirs. An additional estate tax is also
imposed in order to take advantage of the 80 per cent credit clause of
the Federal law.

The Massachusetts inheritance tax exemplifies the progressive
principle of taxation as well as the principle of increasing the rates as
the degree of relationship to the decedent becomes more remote.

" The rate chart of the Massachusetts law, showing the classification
of the beneficiaries, is shown below:

Rate per cent of tax on value of property or

interest
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Husband, wife, father, mother, child, adopted child,
adoptive parent, grandehild -~ _______°_______.___

Class B

cent | cent | cent | cent | cent | cent | cent
4 5 5% 6 7

—_
-
B

Lineal ancestor except fatber or mother, lineal de-
scendant except child or grandchild, lmeal descend-
ant of adopted child, lineal ancestor of adoptive
parent wife or widow of a son, husband of a daugh-

................................................. il i 4 5 6 7 8 9
Class C
Brother, sister, half brother, half sister, nephew, niece,
stepchild, or step-parent... . _____._____ 3 5 7 8 9| 10 11 12

Class D
SN B TR e e & O i) 6 7 8 941 10 11 12
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The inheritance tax is not imposed on property or interests therein
passing to the class A beneficiaries named in the table unless the value
thereof exceeds $10,000. There is one exception to this rule, namely,
that a grandechild of the deceased is taxable when the value of his
share exceeds $1,000. Beneficiaries of class I3, C, and D are not tax-
able unless the value of their shares exceeds $1,000. These amounts
of $10,000 and $1,000 are not exemptions in the usual sense, because
where the sharve exceeds them the tax is computed on the entire
amount and not on the exeess above the exemption.

For instance, a widow receiving $11,000 from her husband’s estate
would pay 1 per cent on $11,000, or $110 tax; not 1 per cent of $1,000,
or $10 tax, as would be the case in many States. 1t is provided, how-
ever, that “no tax shall be exacted upon any property or interest so
passing or accruing which shall reduece the value of such property or
imterest below said amounts’ (amounts of exemption). That is, if
the widow, named above, reccived $10,100, there would be no tax
levied, for 1 per eent on $10,100 would result in a tax of $101 which
would reduce the value of her share below $10,000.

Property, or interests therein, passing from the decedent to chari-
“tabie, edueational or religious organizations is exempt from inheritance
tax if the property of such organizations is exempt [rom taxation
under the laws of the Comimonwealth, or if the property passing is for
charitable purposes to be earried on within the Commonwealth.

All property of resideut decedents, corporeal and incorporeal, is
subject to tax. In the case of nonresident decedents, real estate and
tangible personal property located within the State is subject to tax.
The tax falls on transfers whether by will or by intestate laws, and
also on gifts inter vivos if made in contemplation of death, as per the
following rule:

Any deed, grant, or gift completed inter vivos, exeept in cases of bona fide pur-
chase for full consideration in money or money’s worth, made not more than six
months prior to the death of the grantor or donor, shall, prima facie, be deemed
to have been made in contemplation of the death of the grantor or donor. Not-
withstanding any provisions of section 1, no tax shall be payable thereunder on
account of any deed, grant, or gift in contemplation of death made more than
two years prior to the death of the grantor or donor, unless made or intended to
take cffect in possession or enjovment after such death.

The tax is assessed upon the value of the property at the time of the
death of the decedent. In the case of life estates, and future expec-
tancies in such estates after the termination of a life interest, the
respective values are determined by the use of the American Expe-
rience Tables of Mortality at 4 per cent compound interest.

Taxes are due one year from the date of the giving of bond by the
exeeutors, adniinistrators, or trustees first appointed. Interest at
6 per cent becomes chargeable from the due date.

It appears that real estate owned by a husband and wife as tenants
by the entirety is not subjeet to tax, but that in cases of joint tenancy
the tax will be imposed if the deceased contributed to the aequisition
of the property. It also appears that dower and eurtesy intercsts are
not subjeet to tax.

The Massachusetts inheritance statute contains no provision ex-
empting property previously taxed, but it does provide for the non-
taxability of intangible personal property of nonresidents.
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Massachusetts imposes an additional estate tax in order to take
advantage of the SO per cent credit provision of the Federal law of
1926.

The important features of this tax may be seen from the following
quotation from the law (act 1927, ch. 178, as amended):

SEc. 1. Estate tax upon lransfer of resident estaies.—A tax is hereby imposed
upon the trausfer of the estate of every person dying after February twenty-sixth,
nineteen hundred and twenty-six, who at the time of death was a resident of this
Commonwealth, the amount of which shall be the amount by which eighty per
eent of the estate tax payable to the United States under the provisions of the
Federal revenue aet of nineteen hundred and twenty-six shall exeeed the aggregate
amount of all estate, inheritance, legaey, and suceession taxes aetually paid to the
several States of the United States in respeet to any property owned by sueh
deeedent or subject to such taxes as a part of or in connection with his estate.

A tax is hereby imposed upon the transfer of real property or tangible personal
property in the Commonwealth of every person who at the time of death was not a
resident of the Commouwealth, the amount of whieh shall be a sum equal to such
proportion of the amount by which the eredit allowable under the applicable
Federal revenue aet for estate, inheritance, legacy, and suceession taxes aetually
paid to the several States exeeeds the amount aetually so paid for sueh taxes,
exclusive of estate taxes based upon the differenee between such eredit and other
estate taxes and inheritanece, legacy, and sueeession taxes, as the value of the
property taxable in the Commonwealth bears to the value of the entire estate.

The second paragraph of the section was added in 1932, effective
as of June 6.

The Massachusetts statute specifically provides that the additional
estate tax shall become void and of no effect upon the repeal of the
Federal estate tax law of 1926 or the 80 per cent credit provision
thereof.

The following revenue has been derived from death taxes by the
State of Massachusetts:

TATHE e o o S ___ $6,489, 173
MooSMMMeST Ty - T T T Tt T I 5, 920, 307
OO S i 6, 511, 302
o N 10, 751, 882
MO o ot b SRR L AR TR AR T R T 10, 336, 738
oD B ST TR T T 12, 082, 312
1980 o 14, 337, 188

NEW JERSEY

The State of New Jersey imposes an inheritance tax on both direet
and collateral heirs. 1t has enacted no additional estate tax, but the
rates of the inheritance tax are sufficiently high to absorb the full 80
per cent credit allowed by the Federal law of 1926 in practically all
cases.

The New Jersey statute gives effect to consanguinity, both by rates
and exemptions. The rates are also progressive in proportion to the
size of the share.
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The rates provided for the different classes of beneficiaries are shown
by the following table:

Rate per cent of tax on net share
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CLASS A
Surviving spouse, parent, child,
adopted child, orissue of a child |
or adopted ehild____.._._.._.... 1 23| 4| 5| 6 710 8| 9110|111 (12|13 (14 | 15 16
CLASS B
Brother, sister, son-in-law,
daughter-in-law._____.__________ 5|1 5| 6| 5| 5| 6| 6} 7| 9111314 (16|16 |16 16-
CLASS €
Churches, hospitals and orphan
asylums, publiclibraries, Bible
and tract societies, religious,
benevolent, and charitable in-
stitutions. .. ... 5| 5| 5] 5| 5y 5| 5| 5| 5| 6| 5 5| 5| 5| 5 5
CLASS D
Allgthers. - S 8| 8| 8| 8| 8 b‘ §| 8110|1214 |16 |16 |16 | 16 | 16-

Property passing to the State of New Jersey or to munieipal corpo-
rations within the State, or to other political subdivisions thereof for:
exclusively public purposes, is exempt from tax. In the case of
beneficiaries of Classes A and B, an exemption of $5,000 is allowed,
which is deductible from the first bracket only. Transfers of less
than $500 are tax exempt.

The method of computing the tax may be exemplified by the fol-
lowing example:

Net share of widow____________________  _____________ ________ $400, 000
Net share of brother____________________ _ ____________________ 100, 000
Tax on widow:
First $50,000 less $5,000 exemption at 1 percent . ____________ 450
Next $50,000 2 per cent_____________________________________ 1, 000:
Next $50,000 3 percent .. _________________________________ 1, 500
Next $50,000 4 percent ____________________________________ 2, 000
Next $100,000 5perecent_.__________________________________ 5, 000
Next $100,000 6 percent____________________________________ 6, 000
Total tax on widow__ ____ ___ ___ ____ ___ o ________ 15, 950
Tax on brother: First $100,000 (no exemptions) at § per cent________ 5, 000-
Total tax on widow and brother. __________________________ 20, 950

The tax is imposed upon the transfer of all property of resident
decedents, real and personal, tangible and intangible. In the case of’
nonresident decedents, the tax 1s on the transfer of real property
within the State, and goods, wares, and merchandise within the State.
The tax falls on transfers whether by will or by operation of the intes-
tate laws. Transfers made in contemplation of death, or to take
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effect in possession or enjoyment after death, are taxable. Transfers
made within two years prior to death are deemed to be in contempla-
tion of death in absence of proof to the contrary. Dower and curtesy
rights are exempt from tax as well as tenancies by the entirety. Joint
estates, however, are taxable, except as to the portion of such estates
as may be proved to have originally belonged to the survivor. The
statute provides for the taxation of trusts where the grantor retains
an estate or interest for life therein.

The tax is assessed upon the clear market value of the property
and i1s due within one year from the date of the decedent’s death.
Int-grgst, at 10 per cent is charged after the expiration of the 1l-year
period.

New Jersey has no provision for exempting property previously
taxed in the estate of a prior decedent. This State may be consid-
ered 1n the reciprocal group, since it does not tax the intangible prop-
erty of nonresidents.

No additional estate tax has as yet been enacted by New Jersey.

The following revenue has been derived from the New Jersey
inheritance tax:

Fiscal year ending June 30—
19

oM Ll $6, 519, 716
1926 I 7, 199, 549
1927 LIl 11, 407, 663
1928 LI 11, 394, 556
1929 I TITITIIITIIITIIIII 7, 617, 868
1930 LTI 15,766, 175

CALIFORNIA

The State of California imposes an inheritance tax on both direct
and collateral heirs, supplemented by an additional estate tax to take
advantage of the 80 per cent credit clause of the Federal law of 1926.
The inheritance taxrates are progressive, and increase with the amount
of the share and also as the degree of relationship becomes more
remote. KExemptions are allowed which give further relief to direct
heirs over more distant relatives.

The rate chart shown below gives the rates applicable to each class
of beneficiaries:

Rate per cent of taxon net sharc
Relationship of beneficiary o In excess | In excess | In excess
to deceased In excess | In excess [ == g of of 1n excess
Up to |of $25,000 | of $50,000
$100,000 | $200,000 | $300,000 of
B | Dole il Sy t to | upto | $500,000
$50,000 | $100,000 | (BP t0 | UD o D )
4 x $200,000 | $300,000 | $500,000
CLASS A Per cent | Per cent | Per cent | Per cent | Per cent | Per cent | Per cent
WA R () (R 4 6 7 -1 8
Husband, lineal ancestor, lineal
issue, adopted or mutually
acknowledged child or issue
LRETEOIONN T s 1 2 4 7 9 9 10
CLASS B
Brother, sister, or descendant
of either; son-in-law; daughter-
in-law._ .. 3 6 9 12 12 12 12
CLASS €
Uncle, aunt, or descendant of
(D170 e RO e 4 8 10 12 12 12 12
LASS D
Allothers ..o oooooooaooo 3 10 12 12 12 12 12




88 FEDERAL AND STATE DEATH TAXES

The following exemptions are allowed, which are deductible from
the first brackets in the case of all beneficiaries except the wife, in
which case the exemption eliminates the first two brackets:

Widoaw. SRR G $50, 000
Minor child SSE 8 S S L 24, 000
All otherineclass A___________________ o ____ 10, 000
Class B beneficiaries. . _ . __ __ . _ _ _____________ o ______._ 5, 000
Class C benefieiaries__ - __ .. _ e 1, 000
Class D beneficiaries_ .. ___ . . 500

Transfers for charitable, benevolent, educational, or public pur-
poses, either to a domestic corporation or for use within the State,
are exempt; also to such institutions without the State which are
exempt from a death tax of any charaeter.

The rates applicable to the various brackets are based upon the
net estate before the allowance of the exemption. An estate of
$51,000 left to the wife is taxable at 4 per cent on $1,000, or $40.
In the case, however, of a minor child receiving a like sum the tax
would be 1 per cent of the remainder of $25,000 —$24,000, plus 2 per
cent of $25,000, plus 4 per cent of $1,000, or a total tax of $550.

California, being a community-property State, exempts from tax
one-half the community property. Personal property, wherever situ-
ated, even if acquired while the husband and wife were domiciled
elsewhere, is considered community property if, when the property
was acquired, it would not have been considered separate property
if they had been domiciled in the State of California. In the case of
the transfer of community property from one spouse to another,
one-half of the community property so transferred is not taxable.
In 1927 a new section was added to the civil code whereby it is
provided that the interests of husband and wife in eommunity
property are present, existing, and equal.

Transfers of property within the State are taxable when made in
contemplation of death or intended to take eflect in possession or
enjoyment at or after the death of the transferor. The words
““contemplation of death’” are taken to include that expectancy of
death which actuates the mind of a person on the execution of his
will.  The statute also provides that all transfers made more than
four years prior to death shall be presumed not to have been made in
contemplation of death.

The tax is imposed upon the transfer of all the property of a resi-
dent decedent, real, personal, or mixed, or any interest therein or
income therelrom, in trust or otherwise, except real property and
tangible personal property having its actual situs outside of the State.

Lffective as of July 29, 1927, a reciprocal provision was adopted
which provided that the State will not tax the intangible personal
property of decedents who were residents of States which impose no
death taxes on intangible personality of California’s decedents, or the
law= of which contain similar provisions for reciprocal exemption.
Effective as of August 14, 1929, this provision was amended to include
any foreign state or country, and was limited in all cases to jurisdie- -
tions which impose a legacy, succession, or death tax on residents.

The estate tax imposed 1s based upon the Federal estate tax and is
determined in each case by subtracting from S0 per cent of the tax
imposed by the Federal estate tax of 1926 the amount of inheritance
tax imposed by the inheritance-tax provision. Since the inheritance
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tax upon estates of less than $1,000,000 is greater than the Federal
estate tax under the 1926 law, the additional revenue derived from
the imposition of this tax is from estates in excess of $1,000,000. It
appears that the California estate tax would cease to operate on the
repeal of the Federal estate tax law of 1926.

The following revenue has heen derived from death taxes by the
State of California:

Fiscal vear ending June 30: Amount

925 ___._ e S %6, 423, 141
BOZONMNNSEE s 7, 420, 166
BT o o e e S S P 8, 460, 953
looe 10, 967, 704
g - IIE L R R T LR 13, 180, 226
1930 ol 11, 647, 011

NEW YORK

New York, after having hiad a transfer or inheritance tax for many
vears, abandoned this tax as of September 1, 1930, and imposed an
estate tax at rates sufficient to absorb the full 80 per cent credit
allowed by the Federal law of 1926. The tax, however, reaches all
estates of over $5,000, whereas the Federal tax under the 1926 act
i1s only mmposed on estates in exeess of $100,000. New York is one
of the few States that exemplifies the use of an estate tax only.

The rates imposed on the net estate by the New York statute are
as follows:

Four-fifths of 1 per cent up to $150,000.

134 per cent on excess above $150,000, but not above $200,000.

9/5 per cent on exeess above $200,000, but not above $300,000.

315 per cent on excess above $300, 000 but not above $500 000.

4 p(_r cent on excess above $500, 000 l)ut not above $700,000.

4% per cent on exeess above $700, 000 but not above ‘RQOO 000.

5-"/5 per cent on exeess above $900, 000 but not above $1, 100 000.

62 {:, per cent on excess above $1, 100 000 but not above ‘bl 600 000.

7Y% per cent on excess above $1,600, 000 but not above ‘BZ 100 000.

S er cent on excess above $2, 100 000 but not above 32, 600 000.

8% per cent on excess above %2,600 000 but not above “§3 100 000.

9% 5 per cent on excess above $3,100, 000 but not above “23 600,000.
10 7 per cent on excess above 3»3 600 000 but not above $4 100 000.
11}4 per cent on excess above $4, 100, ,000, but not above $5,100,000.

12 pcr cent on excess above $5, ]00 000 but not above $6, ]00 000.

12#4 per cent on excess above $6 100, 000 but not above $7 100 000.

13% 7 per cent on excess above $7, 10() 000 but not above $8,100,000.
1424 per cent on excess above $8, 100 OOO but not above $9,100,000.
5’ per cent on excess above $9, 100 000 but not above $10 100 000.

16 per cent on the excess above cs10 100 000.

1t will be observed that the above rates are 80 per cent of the Fed-
eral rates. The following e\omptmns are allowed against the first
bracket of $150,000, only

(1) The amount of the net estate not exceeding $20,000 transferred to a husband
or wife of the decedent.

(2) The amount of the net estate not exceeding $5,000 in each instance, trans-
ferred to a lineal ancestor or descendent, adopted child, stepchild, or lineal
descendent of an adopted child or stepchild, or to a brother or sister, or to the
wife or widow of a son, or to the husband or a widower of a daughter, or to any
child acknowledged as such by the decedent not less than 10 yvears prior to the
transfer.

(3) Life insurance to named beneficiaries up to $100,000 less the exemptions
allowed in (1) and (2), above.

The deductions allowuable against the gross estate include expeuses and legal
claims against the estate of the decedent. Value of property previously taxed in
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the estate of a prior decedent who died within 5 years and which has been subject
to the Federal estate tax, is deductible. Also the value of property transferred
to the United States or any political subdivision thereof for exclusively public
purposes, and the value of property transferred to any institution organized and
operated for exclusively religious, charitable, scientific, literary, patriotic, histor-
ical, bar association, or educational purposes, is deductible from the gross estate.

The following example illustrates the method of computing the
New York estate tax:

Value of grossestate.________________________________ __________ $600, 000
Deductions:
Expenses, debts______________ _____________________ $40, 000
Charitable bequests. . .. ___________________________ 20, 000
Property previously taxed .. ______ 10, 000
——— OGN0
Netiestatelsubjectitortax - B N S . 530, 000
First $150,000 taxable at ¢ of 1 per cent:
Deduct $20,000 exemption to widow.____ .. ____________________ 20, 000
Deduct $5,000 each to 2sons_ . .- ____________________________ 10, 000
Next $120,000, taxable at % of 1 percent_________________________ 960
Next $50,000, taxable at 134 per eent_ - _____ .. 800
Next $100,000, taxable at 22 perecent____________________________ 2, 400
Next $200,000, taxable at 3% percent____________________________ 6, 400
Next $30,000, taxable at 4 percent_______________________________ 1, 200
Total estate taX-_coman o e T O 11, 760

In the above case, under the 1926 act, the tax at Federal rates
would be $14,000, and the 80 per cent credit allowed the estate for
State taxes would be $11,200. Thus the New York State tax exceeds
the 80 per cent credit in such a case by $560.

All property of resident decedents is subject to tax whether passing
by will or by intestate laws, except real property situated, and tan-
gible personal property havmo an actual situs, outside the State.
Nonresidents are taxed in conformance with the above rule; that is,
on real property located within the State, and on tangible personal
property having an actual situs within the State.

The details of the New York estate tax follow the Federal law
very closely, so that in most cases the net estate will evidently be
the same for both State and Federal purposes. Joint estates, tenan-
cies by the entirety, dower and curtesy, and property passing under
a general power of appointment are all subject to tax under the
New York statute, as is the case under the Federal law. Transfers
made in contemplation of death are taxable, and there is a rebuttable
presumption that transfers made within two years of death are made
n contemplation of death.

The tax is assessed on the fair market value of the decedent’s
property as of the date of his death. It is not required to be paid
until 18 months after decedent’s death, and interest at 6 per cent
attaches after that date if permission for the delay is granted; other-
wise the rate is 10 per cent. New York gives a discount of 5 per cent
for prompt payment within six months from date of death.

The New York estate tax would remain in force regardless of the
repeal of the Federal law or the 80 per cent credit provision thereof.
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The revenue derived from the New York inheritance tax and addi-
tional estate tax in force before the enactment of the present law may
be seen from the following figures:

B cilvear ending June 30, 19255 - e __ %23, 584, 767

Fiscal year ending June 30, 1926___ _________________________ . 22 222 748
R chtlending June 30, MG2TIRES e _. 24,478 953

Fiscal year ending June 30, 1928____ __________ . ______________ 35, 565, 273
Fiscal year ending June 30, 1929__ ______________________ ._-. 47,164, 582
Fiscal year ending Juue 30, 1930_ . _____________________ 50, 487, 214

Space will not permit of a further description of the death tax sys-
tems of the various States. A table will be found in Exhibit L of the
appendix which shows various features of the death taxes of all the
States. A comparative study of this table is interesting, as it indi-
eates the lack of uniformity in these taxes.

The death tax receipts for each State will be found in Exhibit M of
the appendix. The receipts have shown a steady increase in the last
five years for which figures are available, the totals being as follows:

1924 ________ $83, 697,091 | 1928_________________ $132, 599, 274
1925 . 01,171,041 | 1929 ________________ 148, 591, 827
1926 . 96, 052, 403 | 1930_________________ 180, 794, 241
1927 .- 112, 190, 562

C. GENERAL FACTS ON DEATH TAXES
1. THE TOTAL DEATII-TAX BURDEN

From a practical standpoint, the incidence of both the inheritance
and estate tax 1s upon the beneficiaries of the estate. Henee, they
are not so much interested in whether the Federal Government or the
State collects the death tax as they arein how much the total burden will
be. It will be interesting, therefore, to consider the amount of tax
levied in the various States and by the Federal Government on estates
of different sizes. Kor the sake of brevity, only estates of $50,000,
$200,000, $1,000,000, and $10,000,000 will be used, and in each case
the tax will be computed for the following three classes of beneficiaries:
(1) Widow and four children; (2) widow; and (3) stranger in blood.

In Exhibit N of the appendix are four tables showing the amount of
State, Federal, and total death taxes on the four sizes of estates
mentioned above where the distribution is to the three classes of
beneficiaries referred to. The important points which may be nated
from a study of these tables will be briefly summarized.

First, in regard to the $50,000 estate:

(1) Federal taz.—There is no Federal tax on estates of this size.
(2) State tax—The average tax in the 48 States is as follows:

Division of property Average Variation
EWVidowand® children. .- ia e an i icimsem s as cm s $190 | 0 to $1, 700
ENIIOMVIAOWSEEINE e iaaaan 446 | 0 to $1, 700
Bsterstraneer i blood - - - S Lo L e 3,259 | Oto $8,625

(3) Total tax.—Same as for State.

Second, in regard to the $200,000 estate:

(1) Federal tax.—The minimum Federal tax is $8,300, except in the States
having the community property system where it is $1,500.

156838—33——7
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(2) State tax.—The average tax in the 48 States is as follows:

Division of property Average | Variation
Widow and 4 children____ .. $2,356 | 0 to £9, 200
All to widow___..____.__ = VR - 4,341 [0 to $12, 200
All to stranger 18.320 | 0 to $50, 05C

(3) Total tax.—The average total tax, Federal and State, is as follows:

Division of property: Averape
Widow and four ehildren________ _ ______ _________ ____ _______ $9, 564
All to widow _ _ _ _ e 11, 507
All to stranger_. . __ ____________ L _____ 26, 645

Third, in regard to the $1,000,000 estate:

(1) Federal tax.—The minimum Federal tax is $84,300, exeept in the conunu-
nity property States where it is $32,500.

(2) State tax.—The average tax in the 48 States is as follows:

Division of property Average Variation

$31, 746 0 to $62, 040
40,891 | 0 to $102, 038
257 118,001 | 0 to $360, 600

Widow and 4 children__.
All to widow____________
All to stranger

(8) Total tax.—The average total tax, Federal and State, is as follows:

Division of property: Average
Widow and 4 children s $107, 097
All to widow._ _ _ _ . 117, 441
Al tostranger - & o PR 202, 993

Fourth, in regard to the $10,000,000 estate:

(1) Federal tax.—The minimum Federal tax is $2,026,900, except in the eom-
munity property States where it is $757,900.
(2) State tax.—The average tax in the 48 States is as follows:

Division of property Average Variation
Widow and 4 ehildren. .o $817,980 | 0 to $1,178,634
All to widow____________. - 846,026 | O to $1,410,950
All to stranger 1,457,821 { 0 to $3,920,600
(3) Total tax.—The average total tax, Federal and State, is as follows:
Division of property: Average
Widow and 4 children_ . ____ ______________________________ $2, 782, 299
All to widow _ _ - - o e 2, 784, 985
All to stranger __ _ __ _ __ ___ ___ o __ 3, 553, 456

Examination of the tables in Exhibit N will further disclose that
an individual with an estate of $50,000, which he desires to leave to his
wife, may escape the death tax entirely if he makes his domicile in
Alabama, California, Iflorida, Georgia, Kansas, Maryland, Mississippi,
Nevada, New Hampshire, or Texas. On the other hand, a man who
desires to leave his entire estate of $10,000,000 to his widow can not
escape the death tax no matter where he makes his domicile. In -
the latter case the minimum total tax of $1,149,500 will be imposed
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if the decedent resides in any of the community property States—
Arizona, California, Tdaho, Louisiana, Nevada, New Mexico, Texas,
and Washington.

It will be observed that there is little uniformity among the States
in the taxation of estates of $50,000, and that as the size of the estate
increases, the State taxes become more nearly the same. This is
due to the influence of the provision of the Federal estate tax act
of 1926, which permits a credit against the Federal tax, up to 80 per
cent of the amount imposed thereby, for death taxes paid to the
States. The State statutes, in most cases, have been so amended as
to absorb the full amount of the Federal credit, thus bringing about
a fairly uniform burden on the larger estates, at which the Federal
tax is particularly aimed.

During the study of death duties four charts were prepared which
gave a graphic picture of the variations in the tax burden at that
time. Although these charts are not entirely up to date, being based
on the status of death taxes as of July 1, 1930, they are included in
Exhibit O of the appendix for comparative purposes.

Leaving the subject of the total tax burden on individual estates,
the aggregate burden on all estates will be considered. In Exhibit P
of the appendix will be found a summary of revenue receipts from all
taxes, which serves as a basis for a further table showing the relation
between death taxes and total taxes, Federal, State, and aggregate in
the United States. This second table will be found in Exhibit Q of
the appendix. The important facts shown therein may be sum-
marized as follows:

(1) In 1931 only 1.7 per cent of the Federal tax revenue was derived from the
estate tax. In 1923, before the enactment of the credit clause, the estate tax
accounted for 4.8 per cent of the Federal taxes.

(2) Since 1915 the State death duties have accounted for between 8 and 10
per cent of the total State taxes. The increase in the duties has kept pace with
the increase in the total revenue obtained from all sources.

(3) It is estimated that the total taxes collected by Federal, State, county,
town, and municipal Governments amounted to $8,810,395,000 in 1927. Of this
amount, $212,531,000, or 2.4 per cent, came from death taxes. In 1915 this
percentage was only 1.2 per cent, so it may be said that death duties have not
only kept pace with the increase in other taxes, but they were in 1927 relatively
twice as important as in 1915.

To show that the aggregate death-tax burden in the United States °
has been fairly moderate, there is included in Exhibit R of the appen-
dix a comparison of taxes in the United States and Great Britain.
The exhibit discloses that the total Federal and State death duties in
1930 comprised about 4.5 per cent of the total Federal and State tax
revenues. In Great Britain, however, the death duties, in the same
year, accounted for 19.6 per cent of all tax revenues. It would appear,
therefore, that the British tax imposed a much more severe burden on
the estates of decedents than did the combined Federal and State death
taxes in this country in 1930. Just what the net revenue to the
Federal Government will be under the additional estate tax imposed
in 1932 is uncertain, but it seems probable that the Federal Govern-
ment will receive about seven times the tax it would have received
under the former law, due partly to the increased rates and partly
to the fact that no credit is allowed against the additional estate tax.
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2. THE CORPUS OF THE ESTATE

It is neeessary to obtain not only an idea of the rates imposed and
the taxes collected, but also as to the kind of property which we may
expect to find in the eorpus of taxable estates. ]

The best source of information for this purpose is the tabulation
covering estate tax returns published by the Bureau of Internal
Revenue. A summary of this data has been made for the years 1916
to 1928, which will be found in Exhibit S of the appendix. Since
these figures are rather voluminous, they have been further sum-
marized for the 7-year period from 1922 to 1928, inclusive. See
IZxhibit T in the appendix.

If the latter exhibit for this recent 7-year period is examined, the
following statements may be subtantiated:

(1) The average number of taxable returns filed annually for net estates of
more than $100,000 is 8,951. The average total tax per return is $11,496.

(2) Net cstates of from 0 to $1,000,000, after exemption, have accounted for
24 per cent of the total taxes collected; net estates of from $1,000,000 to
$10,000,000, for 48 per cent, and net estates of over $10,000,000 for 24 per cent.

(3) Out of total gross estates aggregating $18,925,930,969 which have been
reached by the Federal estate tax in the last 7 years, $12,850,796,534, or 68 per
cent, has been in stocks, bonds, mortgages, notes, and cash; $3,732,574,331 or
20 per cent has been in real estate, and $2,342,560,104, or 12 per cent, has been
in miscellaneous property, real and personal. The great bulk of the large estates
is, therefore, comprised of personal property.

(4) The proportion of stocks, bonds, mortgages, notes and cash in the larger
gross estates is greater than in the smaller estates. For instance:

Net cstates of over $10,000,000 are composed to the extent of 81 per cent of
such property.

Net estates of from $1,000,000 to $10,000,000 to the extent of 76 per cent.

Net estates of less than $1,000,000 to the extent of 63 per cent.

It secins important to keep in mind that the large estates are eom-
posed of personal property, mostly intangible, to the extent of at
least two-thirds thereof. The value of real property in sueh estates
is relatively small. This fact constitutes an argument in favor of the
taxation of the larger estates, espeelally when consideration is given
to the heavy taxes on real property and the notorious ineffectiveness
of taxes on personal property such as stoeks and bonds.
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Part III. PrincipLEs upoN WHICH DeEaTH TAXES ARE BASED
A. LEGAL CONCEPTS

One legal theory advanced to justify the imposition of death duties
comes down to us from feudal times, and rests upon the old feudal
doctrine that the sovereign has exclusive right to the property of his
subjects after their death. Under this theory, property passes by
will or inheritance only by the grace of the sovereign, and death duties
are regarded as exactions made in return for the privilege of succes-
sion and inheritance granted by him. Blackstone was a staunch
advocate of such a theory, and we find in his commentaries a state-
ment that “wills * * * and testaments, rights of inheritance
and succession, are all of them creatures of the civil or municipal laws,
and accordingly are in all respects regulated by them.” Jefferson
probably was the first American exponent of this doctrine, for in a
letter to Madison, dated September 6, 1779, we find the statement:
“The earth belongs in usufruct to the living; the dead have neither
power nor rights ever it. The portion occupied by an individual
ceases to be his when he himself ceases to be and reverts to society.”’

The first judicial recognition of the feudal theory in this country is
contained in the much quoted Virginia case of Eyre ». Jacob (14
Gratton 422), in which the court stated: “ The right to take property
by devise or descent is the creature of the law and secured and pro-
tected by its authority.” In England and the continental countries,
this theory has seldom been resorted to in order to sustain the legality
of death duties. In fact, it has been abandoned in most countries
with the spread of democratic ideas. In the various States in this
country, it has been largely superseded by the theory that the power
of the States to levy death duties rests upon their exclusive authority
to regulate the transfer of property at death. Due to constitutional
limitations on the taxing power of the States, this theory is most often
urged to support State death duties. Under such theory, limitations
which apply to other taxes are iapplicable to death duties because
of this exclusive power of State regulation.

The Supreme Court, in upholding State death duties in Magoun ».
Illinois Trust & Savings Bank (170 U. S. 288) and United States ».
Perkins (163 U. S. 625), considered the same theory. But while
this theory has become one of the mainstays of State inheritance
tax laws, it can not be relied upon by the Federal Government, because
the power to regulate the passing of property at death is reserved
exclusively to the States. To justify the Federal Government’s right
to impose death duties we must look to a third theory, namely, that
death duties are taxes and may be levied pursuant to the power of
the sovereign to levy and collect taxes. This theory is relied upon
by practically all countries to support their death duties. Under
our Constitution, the Federal Government is granted express author-
ity to levy taxes, and this power is held to be sufficient to authorize
the collection of Federal death duties. In justifying such a duty, the

Ui
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Supreme Court has emphasized the fact that the occasion for the
tax 1s the transition or receipt of the property by death and not the
richt to regulate. In this connection, the following is quoted from
Knowlton ». Moore (178 U. S. 41):

Although different modes of assessing such duties prevail, and although they
have different accidental names, such as probate duties, stamp dutics, taxes on
the transaction, or the aet of passing of an cstate or suecession, legacy taxes,
estate taxes, or privilege taxes, nevertheless tax laws of this nature in all countries
rest in their essence upon the principle that death is the gencrating souree from
which the particular taxing power takes its being and that it is the power to
transmit, or the transmission from the dead to the living, on which such taxes
are more immediately rested.

Having considered that death duties are taxes, there remains the
question of their fiscal classification. Considerable controversy has
arisen as to whether they are direct or indirect taxes. While proper
classification of such taxes may not be important in the case of state
and foreign death duties, it becomes important in the case of Federal
dcath duties because of the constitutional provision requiring that
direct taxes be apportioned according to population. Fortunately,
this controversy has been definitely settled by the Supreme Court,
both inheritance taxes and estate taxes being held to be in the nature
of excises and, therefore, indirect taxes. (See Scholey ». Rew, 23
Wall. 331; Knowlton ». Moore, 178 U. S. 41; New York Trust Co. .
Eisner, 256 U. S. 345.)

B. ECONOMIC CONCEPTS

There are many economic theories relating to the imposition of
death duties, the following being the most important:

1. THE PRIVILEGE THEORY

Closely allied with the legal theory of the right of the State to the
property of the decedent is the conception that the right of bequest
involves a social privilege for which some compensation is rightfully
demanded. Under this theory, the State permits the decedent to
dispose of his property at death. As stated by Sir William Harcourt,
father of the British estate tax law:

Nature gives a man no power over his carthly goods beyond the term of his
life. What power he possesses to prolong his will after his death—the right of a
dead hand to dispose of property—is a pure creation of the law, and the State has
the right to prescribe the conditions and limitations under which that power shall
be exercised.

Applying this theory to inheritance taxes, Sir William Gladstone
made the following statement:

The earrying property in perfeet security over the great barrier which death
places between man and man is perhaps the very highest achievement, the most
signal proof of power of civilized institutions; * * * and an instance so
capital of the great benefit conferred by law and civil institutions upon mankind,
and of the immense enlargement that eomes to natural liberty through the me-
dium of the law, that I coneeive nothing more rational than that if taxes are to be
raised at all, the State shall be at liberty to step in and take from him who is
theneeforward to enjoy the whole in sceurity, that portion whiech may be bona
fide neeessary for the public purpose.

Under the privilege theory, the claim upon the estate of collaterals
and strangers in blood is less than that of kindred in the direct line, and

therefore the privilege of participating in its distribution granted to
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them by the State may be said to be greater. This theory has found
support among Dutch and French economists, as well as some econ-
omists in this country. If the privilege is made the measure for
determining the tax, it appears that it will be very difficult to arrive
at a uniform standard which would apply equitably to all cases.

2. THE COPARTNERSIIIP THEORY

Under the copartnership theory, the State i1s regarded as a silent
partner in the enterprise which accumulated the wealth of the dece-
dent. As the State rendered him aid and protection in amassing such
wealth, upon dissolution of the partnership by death it is contended
that the State is entitled to a share of the capital. This theory was
strongly advocated in this country by Andrew Carnegie, who made the
following statement:

Now who made that growth? The growth of the American public—that is
where that wealth came from, and that is the partner in every enterprise where
money is made honorably; it is the people of the United States * * * [say

the community fails in its duties and legislators fail in their duties if they do not
exact a tremendous share, a progressive share.

3. THE DIFFUSION-OF-WEALTH THEORY

Under the diffusion-of-wealth theory, death duties are justified as
preventing a check upon the perpetuation of large fortunes. It 1s
felt that it is injurious, both for the individual and the State, that
fortunes of great magnitude should be left to individuals, as it en-
courages the growth of an unproductive class to spend their time and
money 1n dissipation and in the maintenance of a crowd of parasites
to administer only to their selfish wants. It was Lord Bacon who
made the statement in one of his essays that

Ever a State flourisheth when wealth is more evenly spread.
In this country, this theory has been criticized on the ground that
taxes are levied to raise revenue and not for the purpose of introducing

social reforms. If social reforms are desired, it is said that they should
be accomplished by means other than taxation.

4. FEE OR COST OF SERVICE THEORY

Under this theory, death duties are regarded as payments made to
cover expenses of the State in effecting and enforeing transfers at death.
This theory would not support the imposition of heavy death duties
for the reason that it would naturally limit the amount of such duties
to the expenses actually incurred in performing this function.

§. THE VALUE OF SERVICE THEORY

Under this theory, the taxes are based upon the value of the
services performed to the heir or beneficiary rather than the expense
of the service to the Government. Graduation according to relation-
ship is justified under such a theory on the ground that a greater
service 1s rendered when property is transmitted to distant relatives
than when handed down to direct descendants. Here we have the
difficult question of valuation; that is, of determining a measure
for the service afforded by the State.
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6. THE BACK-TAX THEORY

Under the back-tax theory, death duties are imposed te compensate
the State for taxes which were unpaid or avoided during the life of
the decedent. This argument is often advanced in connection with
taxes on personal property which, it is well known, are generally
avoided. This theory has 1ts defects, due to the difficulty of showing
lthc relation between the inberitance tax and the taxes evaded during
ife. :

7. DIFFERENTIATION OF INCOME THEORY

Under this theory, it is contended that the income from capital
should pay a higher rate than income from labor. Instead of dis-
tinguishing between the two types of income during the life of the
decedent, the income derived from capital may effectively be taxed
at a higher rate by the imposition of death duties.

8. THE FACULTY THEORY

This theory is applicable primarily to inheritance taxes as distin-
guished from estate taxes. It is founded on the assumption that the
tax should be influenced to a large extent by the degree of relationship
existing between the beneficiary and the benefactor. Those who en-
joy direct succession are educated and trained to a mode of life formed
with relation to the property they look forward to enjoying. 1t
would be a hardship upon them for the State to step in and take any
material part of the property. On the other hand, strangers and
collaterals of lesser degree get such property accidentally and are,
therefore, not trained to expect it. This theory 1s considerably sup-
ported among French, Italian, and German economists, primarily be-
cause of the absence of absolute freedom of bequest in those countries.
In other words, in many of the countries of continental Europe, the
child is entitled to a fixed portion of the parent’s estate and can not be
deprived of it by any act on the part of the parent.

9. THE SEQUENCE OF INHERITANCE THEORY

Under this theory, the relationship between death taxes and the
laws of inheritance is recognized and the tax levied accordingly.
Thus the principle of escheat is applied where the relationship is very
remote. The abolition of intestate inheritances as to all but the
nearest relatives has been advocated by writers with such diverse
views as Bentham, Enfantin, and Bluntschli. In modern times, the
family consciousness does not extend much further than first cousins.
The difficulty is to determine when it ceases altogether. For this
reason, it is doubtless more equitable to take away from relatives
only a part of the inheritance, graduated according to relationship,
and rising to a high percentage in the case of distant relatives.

10. THE LUMP SUM THEORY

This theory regards death duties as beng in lieu of taxes which
theretofore have not been imposed. In other words, they are con-
sidered to be in the nature of a deferred or capitalized income tax,
paid alter the death of the taxpayer or by the heir in advance of
receipt of the income. This concept applies whether or not the prop-
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erty has been, or will be, subject to the income tax. By this means,
the burden on income from property is made heavier than the burden
on income from personal exertion.

11. THE ACCIDENTAL OR FORTUITOUS INCOME THEORY

This theory is most often urged to justify inheritance taxes. There
is a sudden acqmsltlon of property, without effort on the part of the
beneficiary, which increases his ablhty to pay taxes. Thisinheritance
has been characterized as an “irregular, a spasmodic, a chance re-
turn.” It is more likely to increase the tax paying ability of strangers
and more remote relatives than of near relatives, for in the former case
the receipt is unexpected and amounts to a windfall. It is, therefore,
a logical argument for graduation of the tax according to relationship.
In fact, such a return appears to be just as much income from an
economic point of view as the gain derived from speculation or the
sale of any capital asset.

12. DISTINCTION BETWEEN HEREDITARY AND ACQUIRED PROPERTY THEORY

The theory of distinguishing between hereditary and acquired prop-
erty was established in archaic law on the authority of Sir Henry
Maine. Professor Eugenio Rigano, the Italian socialist, recently
advocated that all property acquired during the lifetime of the prop-
erty owner by his own efforts be moderately taxed while the property
he inherited be subjected to a heavy graduated tax at the rate of 50
per cent of the whole, and that the same inherited property in the
hands of his heirs be further taxed at the rate of 100 per cent when
thev came to die. Thus, no great fortune would pass beyond two
generations

Whatever economic theory we may adopt to support death duties,
1t seems reasonable for a large fortune to pay a greater percentage
in death duties than a smaller one. The immense fortunes created
in this country arise, not from individual effort confined to one
locality, but from the combined eflorts of manyv persons, scattered
all over the country. The great results achieved could not have been
attained without the active assistance of both the States and the
Federal Government. This assistance and protection is far more
necessary toward the development of large fortunes than of small
fortunes.

C. ESTATE TAX VERSUS INHERITANCE TAX

While the original form of death duty in this country was the pro-
bate duty, the forms which are now in use are the estate tax and the
inheritance tax. The estate tax is levied on the total net estate left
by a decedent, while the inheritance tax is imposed on the net share
of the estate p‘lSSlIlfT to each beneficiary. The former is a tax on the
right to transfer property, the latter a tax on the nght to receive it.
Although these two taxes are similar, in respect to the [act that the
incidence of both is on the beneficiaries, there are important differ-
ences in the two forms which will be discussed.

The estate tax naturally rests principally on either the privilege
theory or the copartunership theory, which have already been men-
tioned. Under the privilege theory, the sovereign has a superior title
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to the heirs or beneficiaries and may properly take his share ahead
of them. Under the copartnership theory, which assumes the sover-
eign to be a partner in the enterprise of the decedent, it is reasonable
for the sovereign to take his share regardless of the number or the
degree of relationship of the heirs.

On the other hand, the accidental or fortuitous income theory
probably accords best with the eharacteristics of an inheritance tax.
In the case of most beneficiaries, with the exception of the widow, it
1s urged that an inheritance is a windfall in favor of those who have
had little or nothing to do with the accumulation of the property.

Regardless of theory, however, the important facts in regard to
these two forms of death duties are their comparative practical
advantages and defects.

In the first place, the inheritance tax has the advantage of being
adaptable to tax the beneficiary consistently with the benefit received.
This is not true of the estate tax, under the generally accepted plan
of progressive rates. For instance, under the 1926 estate tax law,
a beneficiary who is entitled to a share of $100,000 from a decedent
having a net estate of $200,000 will bear a tax of $750, while a bene-
ficiary who is entitled to the same sum ($100,000) from a decedent
having a net estate of $10,000,000 will bear a tax of $13,345. This
difference in tax between $750 and $13,345 on inheritance of like
amounts seems unjustifiable if one is inclined to the theory of taxing
according to the benefits received or according to ability to pay.
Including the additional tax under the 1932 act, these amounts
would be $4,750 and $30,945, respectively. Moreover, if the theory
of diffusion of wealth is deemed most 1mportant, it seems hardly
fair to levy the same tax on $1,000,000 distributed equally to 10
sons as is levied in the case where the same amount passes all to 1
son.

In the second place, the estate tax does not permit of a logical
differential in the tax according to the degree of consanguinity of the
heirs, although some effect to this principle may be given by means of
exemptions. On the other hand, the inheritance tax is easily adjusted
so as to impose whatever tax seems proper on each class of bene-
ficiaries. It has already been pointed out that up to the time of the
passage of the Federal estate tax of 1916, only one State had an estate
tax, while 42 States had inheritance taxes. Thus the almost uni-
versal preference in this country for the inheritance tax prior to 1916
was shown by the enactments of the State legislatures.

In the third place, unless the decedent’s will is most carefully
drawn, the estate tax may bring about serious inequities which would
not result from the imposition of an inheritance tax. For instance,
suppose a man has a net estate of $10,000,000 and has willed $100,000
to each of 10 second cousins by specific bequests, the residue of the
estate of $9,000,000 being left to be equally divided between a widow
and one son. Suppose further that the value of the estate decreases
to $4,200,000 at date of distribution. The estate tax will be $3,094,500
at present Federal rates, and, unless otherwise provided by the dece-
dent in his will, it will be payable out of the residuary estate. Each
of the 10 second cousins will be entitled to receive $100,000 or a total
of $1,000,000. This leaves a balance of $105,500, to be equally dis-
tributed between the widow and son, a result obviously unfair and
far removed from the result desired by the testator. Such serious
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inequities will not result from a properly designed inheritance tax,
for the tax on each share will at least be eonsistent.

However, in spite of the above equitable arguments in favor of the
inheritance tax, the estate tax is considered by many to be vastly
superior. It is urged that the tax 1s more easily and quickly aseer-
tained, and that revenue officials can determine the tax very shortly
after the decedent’s death, and are not obliged to wait for the various
shares of the beneficiaries to be determined. Thus it is much easier
to administer. In addition, the schedule of rates is much simpler,
because the tax is graduated only according to the size of the estate
and not according to relationship. It is not necessary to take into
account the relationship or the particular shares of the individual
beneficiaries, or to determine the tax on life estates and remainders.
This eliminates the necessity for considering the many complicated
problems which arise in connection with the construction of wills and.
trusts, the application of probate laws, and the determination of the
rights of the particular legatees. These problems would be especially
difficult in the case of the Federal Government, as the regulatory
control over the passing of property at death is reserved to the
States and there is a great divergence in the various State laws.

The estate tax produces more revenue than the inheritanee tax at
similar rates. This is primarily due to the fact the tax fastens itself
upon the whole estate instead of upon the shares of the beneficiaries.
Where the rates are progressive, the difference in tax is considerable.
Moreover, graduation according to relationship, whieh is a funda-
mental part of the inheritance tax system, decreases the revenue for
the reason that most property passing at death is reeceived by direct
heirs and the rate of tax on such heirs is universally less than the
rate on collateral heirs.

Measured aceording to ability to pay, the inheritance or share tax
1s perhaps the fairest type. After all, a dead man ecan not be taxed.
Death duties fall not on the dead but on the living. Therefore, the
actual burden is on the benefieiary or distributee, regardless of
whether an estate tax or an inheritanee tax is imposed. Professor
Seligman and other economists are inclined to the view that in a
well-rounded system of death duties, we need both the estate tax and
the inheritance tax. In fact, both taxes are imposed by England and
France. Germany formerly had both, but in 1922 abandoned the
estate tax entirely in favor of the inheritance tax. In this country,
if we consider our National and State Governments together, we
have both kinds of death duties in most jurisdictions. The difficulty in
the United States is that the taxes do not operate uniformly beecause
of the diversities in the various laws. Moreover, a few States have
abandoned the inheritance tax for the estate tax.

The factors of simplicity and ease of administration, instead of
equitable considerations, were largely instrumental in influencing the
National Chamber of Commeree and the National Tax Assoeiation
in recommending the estate tax for the several States in place of
inheritance taxes. It is urged by the National Tax Association that
the principle of graduation according to relationship may be recog-
nized by a series of exemptions from the net estate. IHowever, it is
doubted that this system would result in as logical and consistent
graduation as can be seeured by use of the inheritance tax.
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Some of the Canadian Provinces and New Zealand have incor-
porated the degree of relationship principle into their estate tax
systems, but the result has been complexity and confusion. New
York recently passed an estate tax law which provides exemptions
based upon relationship. These exemptions are applied oniy to the
first bracket of the net estate, which embraces net estates up to
$150,000.

It is interesting to note some of the principles that have been given
weight in the enactment of certain estate and inheritance taxes. The
French estate tax was enacted to encourage large families. Under
the French law, an estate tax is imposed upon the net estate of every
decedent only 1n case he leaves less than two children surviving or
represented by issue. Some countries have attempted to measure
inheritance taxes according to the financial status of the beneficiary
at the time he received it. In other words, if two persons received
legacics of the same amount from a decedent, the one who was in a
better {inancial condition than the other at the time the legacies were
received would have to pay a higher inheritance tax.

The Federal Government has had to recognize that the income from
State and municipal obligations could not be taxed, due to constitu-
tional limitations. However, such obligations can be reached by our
death duties, which are excise taxes. For this reason, Congress seri-
ously considered, at the time of the revenue act of 1924, the taxing of
such securities at a higher rate than the balance of the decedent’s
estate. This proposal, however, was not adopted. Many other
interesting developments of these taxes could be considered, which
show a tendency to base death duties upon the social aspect as well
as the revenue aspect.

In conclusion, it is believed that the estate tax is simpler and more
easily administered than the inheritance tax, but that the latter tax
is the more equitable.

D. THE PRINCIPLE OF GRADUATED RATES

Death duties are graduated either (1) according to the degree of
relationship to the decedent, or (2) according to the size of the estate
or the share of the beneficiary.

Graduation based upon relationship may be defended under the
theory that the privilege granted by the sovercign to succeed to the
property is greater as the relationship becomes more remote, or
where there is no relationship at all. It may also be defended under
the faculty theory, which recognizes that the habits and mode of life
of the heir are governed by the property he looks forward to enjoying,
and that the expectation of acquiring such -property decreases as
the degree of relationship becomes more remote. Lastly, this form
of graduation is justified because it recognizes relationship between
death duties and the laws of descent and distribution. ’

Graduation according to relationship may be accomplished either
through a series of exemptions or by graduated rates. In general,
three classes of relationship are recognized: (1) Direct heirs, (2) col-
laterals, and (3) strangers in blood. Many death tax laws, however,
have greatly enlarged and subdivided these classes. 1In fact, the scale
of consanguinity under the English legacy tax hecame so complicated
at one time that Sir William Gladstone remarked that no simple form
of death duties could be accomplished until such scale was abolished.
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In this country, the Federal Government does not recognize con-
sanguinity in its estate tax law, but the contrary rule applies under
the State laws. Practically every State has adopted this form of
graduation, and their laws provide for graduation by exemptions as
well as by rates. In almost every case, the starting point is the widow
or child of the deceased, who is invariably taxed at the lowest rate
and granted the highest exemption.

Graduation according to the size of the estate or share of the bene-
ficiary is applied in the majority of countries levying death duties.
This form of graduation may be defended cither under the principle
of ability to pay or under the principle that individuals with large
fortunes have greater obligations to the State than individuals with
small fortunes. The whole estate, or the net share of each beneficiary,
may be taxed under three methods: :

1. The rate of the tax may be made to decrease as the taxable
amount increases. An example of this method is the probate duty
which was levied by the American Colonies prior to the Revolution.
This consisted of a flat charge for probating wills and other documents,
regardless of the value of the property involved. Therefore, the rate
of tax per dollar decreased as the estate became larger.

2. The amount of the tax may be made to increase proportionately
as the size of the estate or the share of the beneficiary increases. This
1s illustrated by the flat collateral inheritance tax imposed by most of
the States in this country prior to 1891. 1t results in each dollar of
all estates paying the same tax.

3. The rates of tax may be made to increase as the size of the estate
or the shareincreases. Thisis the progressive method of taxation. It
has spread rapidly through all democratic countries. In the United
States, it was first applied to a tax on inheritances by Ohio, in 1894.
While the Ohio tax was declared unconstitutional, a similar tax
adopted by Illinois in 1895 was upheld by the Supreme Court of the
United States. The Federal Government, in 1898, imposed a pro-
gressive tax on legacies and distributive shares, and that tax was also
held to be valid by the high court. After the Supreme Court upheld
the validity of the progressive principle, it spread very rapidly through-
out the country, and to-day is found in the Federal estate tax law as
well as in most of the State death tax laws. Under this principle, the
rates of tax may apply to the entire estate or share, or they may apply
only to that portion of the estate or share falling within the bracket
to which the rate relates. One system is known as the totality method
and the other as the bracket method. In this country, we have
3dopted progression by brackets for both Federal and State death

uties.

There are many different methods adopted for applying the
exemptions granted under the death tax laws. One of the most
common methods applied to inheritance taxes is to segregate the
shares of each beneficiary in the rate bracket and apply the exemption
to the first bracket. 'This method is not altogether satisfactory for the
reason that only the portion of the lowest bracket above the exemp-
tion gets the benefit of the lowest rate. Another method consists in
deducting the exemption from the entire share of the beneficiary before
the rate is applied. While this method has great advantages from the
standpoint of the beneficiary, it tends considerably to decrease the
revenue. In some cases, the exemption is granted to an entire class
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and the tax is placed on the shares passing to such class and prorated
among the members. In Australia, they have a method known as the
vanishing exemption. An explanation of this method is quoted from
the Fifth Report of the Australian Royal Commission on Tax-
ation, page 234.

That is, a specified amount, say £500, which, if it constitutes the whole of the
net value of the share, remains untaxed; but if the net vahie exceeds $500, the
exemption diminishes in aecord with a preseribed scale, until it reaches the
vanishing point-—for example, if the exemption diminishes 31 for every %1 by
whieh the value exeeeds $500, then if the total value were $750, the exemption
would be $250 and the taxable amount $500; but if the value were $1,000 (which
in that ease would be the vanishing point) the whole amount would be taxable.

Some of the States in this country deduct the exemptions from the
beneficiaries’ share and let the remainder determine the rate. This
rate is then applied to the entire share. In a few States, the tax is
computed on the entire share without allowance for the exemptions,
with the limitation that the tax may not reduce the share below the
exemption.
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Parr IV. DirricuLTies oF SuBJECT MATTER
A. CONTEMPLATION OF DEATH

One of the principal difficulties in the enforcement of death taxes
has been the inability effectively to reach by legislation so-ealled
transfers in contemplation of death. A widely known and long-
practiced means of avoiding death duties has been the making of gifts
by the decedent during his lifetime. These gifts are, in numerous
instances, mere substitutes for testamentary dispositions, the testator
doubtless having death clearly in mind when he makes them, although
such a state of mind is most difficult to prove in the courts.

The Federal Government and most of the States, as well as many of
the foreign countries, have attempted to restriet this avoidance of
death taxes by providing in their statutes that gifts made in contem-
plation of death shall be ineluded as a part of the taxable estate of the
decedent. These provisions, however, have been largely ineffective,
since procurenment of cvidence of sufficient weight to establish ““con-
templation” of death presents alimost insurmountable difficulties.

In this country the New York statute of 1891 was the first-law to
contain such a provision. California, after New York’s example,
adopted a similar provision in 1893, and Illinois followed in 1895.
Other States soon enacted like provisions, so that to-day there are
44 States which tax transfers made in contemplation of death. Of the
remaining four States, Maine, Maryland, and Texas do not tax such
transfers, and Nevada imposes no death tax at all.

Some States speeifically define “contemplation of death’ in their
statutes, while others set forth time limits within which transfers are
presumed (either prima facie or conclusively) to have been made in
contemplation of death. The time limits, when used, vary from
90 days to 6 years prior to the date of the donor’s death. The fol-
lowing table shows the time limit in each State and whether the pre-
sumption is prima facie or conclusive:

Presumption of contemplation of death

Prima facie or

State Time limit Gt

Alabama._ _
Arizona...
Arkansas.
California. IS o e o = i ds

_| 2 years_.. Prima facie.

Conclusive.

Colorado. - _ - - Prima facie.
Connecticut . Do.
Delaware._ . = Do.
TR e e S L ORI - S SO DR S5 B S (i d Conclusive.
Georgia _ -| Prima facie.
Idaho.._.

1llinois

Indian: Do.
Towa_

Kansas._ 90 days. Do.
Kentucky...- S S oe-e---| 3 years.. Do.
Louisiana.._ 1 year T Do.
Maine_ __._. - No provision_._.
Maryland._.._. e | e dome

Massachusetts. 6 months Do.
Michigan._.____ 2 years.. L Do.
AT s PRI C 0 LR o = LI, il L L No limit.....__.
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Presumption of contemplation of death—Continued

. Ve Ty Prima facie or
Siate Time limit conolnsi

Mississippi- - . 2years...o...-_. Conelusive.
S SERTITIT S aee--doo_ .. o Do.
MODTANN .« < 2o e oo -.do__......_..| Prima facie.
Nebraska. ... limit
B 21 e No death ta
New llampshire_ _ _— No limit.._
New Jersey .. . oocooao 2 years Do.
New Menico.. . 1 year Do.
New York . oo oo emccacccceccmrmeccamammmmemnen = —-e--] 2 YOATS Do.
North Carolina:

Estaro ifix. Ve e—— . S oz 2e . Do.

Inheritance tax .. W .| 3 years... & Do.
North Dakota. ... R R S 2 years... o Do.
Ohto oo R NI I L I docs22 = Do.
Oklahoma. No limit . 4
Oregon....-_ —---do__ d
Pennsylvania . 1 year Prima facie.
Rhode Island ... 2 years. Do.
South Carolina (blc 5 years. Do.
I 1 DA T o e S RS L R No limit 2
U0 e e R R e 2 years Conelusive.
TP oNARMENIN et il e aena -.| No provision...__
L ot et e S J years__—cooiTRe Prima faeie.
Nermont........ - . B No limit ...
Virginia. ... ... e s i mimimimimimtm e OO S lyehr. . T IEIR Do.
Washington_____ S S e O LI 2Ry G ESIUE T Conclusive.
West Virginla_____ A 3years oo Prima facie.
T T IO e e A 2 Vears. o TRt oes Do.
W FOIING o ccn s mn sumsnsisass menommasEa s e os Sl  a wee e 6 months _._.... Do.

It will be observed from the foregoing table that 32 States have
time limit provisions, and that 12 States, while taxing transfers in
contemplation of death, do not provide for any presumptive period.
In Arizona, Florida, Mississippi, Missouri, Tennessee, and Wash-
ington transfers made within the time limit are conclusively presumed
to have been made in contemplation of death, and no evidence to the
contrary may be shown. There 1s some doubt as to whether the
presumption under the IXentucky statute is prima facie or conclusive.
While the language of the statute indicates that it is conclusive, the
legislative history of the provision appears to indicate an intention
to make it prima facie only. A conclusive presumption provision in
the Wisconsin statute was held unconstitutional by the United States
Supremie Court (Schlesinger ». Wisconsin, 270 U. S. 230). The
Wisconsin provision created a conclusive presumption where the
transfer was made within six years prior to the death of the decedent.
In view of this decision and the deeision in the case of Heiner ». Don-
nan (hereafter referred to) conclusive presumption provisions of all
State statutes are undoubtedly void.

The California statute is unique, in one sense, in that it goes so far
as to provide that transfers made more than five years prior to death
shall be presumed not to have been made in contemplation of death.
The South Carolina statute creates a presumption where a conveyance
is delivered out of escrow, is presently delivered, or is recorded, upon
or after death. Vermont subjects transfers in contemplation of death
to tax only when possession and enjoviment of the property pass at
death.

The Federal Government first adopted a contemplation of death
clause in the estate tax provisions of the revenue act of 1916. At that
time (September 8, 1916), 29 States imposed taxes on transfers in
contemplation of death. The provision of the Federal statute was
coupled with a clause ereating a statutory prima facie presumption in
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the case of gifts made within two years before death. The same pro-
vision was carried in the revenue acts of 1918, 1921, and 1924,

In the revenue act of 1926, the prima facie presumption ol the
Federal statute was changed to a conclusive one. This new provision
becaime law just two days before the Supreme Clourt held the Wiscon-
sin provision invalid. On March 21, 1932, the conclusive presumption
of the Federal law was also held unconstitutional by the Supreme
Court (Heiner ». Donnan, 52 S. Ct. 358; Handy ». Delaware Trust
Co., 52 S. Ct. 371). The decision was based upon the principle laid
down in the Schlesinger case that to levy a tax upon an assumption
of fact which the taxpayer was forbidden to controvert was arbitrary
and unreasonable. The result of these decisions, in effect, is to permit
only a prima facie presumption of contemplation of death where the
gift is made within a certain period prior to death.

1t is evident from the foregoing that both the States and the Federal
Government have made persistent efforts to stem the avoidance of
death taxes through gifts inter vivos. When the contemplation of
death provisions were first enacted, they were viewed by the courts
with considerable suspicion. The early decisions confined the appli-
cation of the provision to gifts causa mortis, or death-bed gifts, which
are revocable upon recovery. This interpretation had the effect of
nullifying the contemplation of death provisions, since death-bed gifts
had always been considered a part of the testator’s estate.

In recent years, the courts have applied a more liberal interpreta-
tion. The Supreme Court, in a decision handed down in April, 1931
(United States v. Wells, 283 U. S. 102), specifically held that the con-
templation of death clause is not limited to gifts causa mortis, which,
it said, ““are made in contemplation of impending death, are revocable,
and are defeated if the donor survives the impending peril.” The
test laid down by the court as to whether contemplation of death
exists is to be found in the motive actuating the transfer. If the
thought of death is the controlling motive, the high court holds that
the gift was made in contemplation of death.

Due to the requirement that the thought of death must be shown
as the controlling motive, both the Federal Government and the
States have had considerable difficulty in enforcing their contempla-
tion of death provisions. The percentage of cases won by the Federal
Government in the courts is probably less than 5 per cent, and the
situation in the State courts is almost as bad. This is due, in a large
measure, to the fact that the evidence required to show conteraplation
o}fl death is almost wholly within the knowledge of those opposing the
the tax.

Physical condition, old age, relationship between donor and donee,
and the financial conditions and habits of the donor are all factors
to be considered, but thev do not furnish a decisive test. Kven in
cases where the donor had been suffering from such serious diseases
as cancer, diabetes, Bright’s disease, paralysis, and heart disecase,
the courts have held that contemplation of death was not present.
In many cases, the testator has been past 70 and even 80 vears of
age at the time the gifts were made. The view of the courts on this
point is well expressed by a Wisconsin decision (State 2. Thompson,
154 Wis. 320). In that case the court said:

We do not think that the court can fix 'any particular age limit and say that
after it is reached a party can give his property away only in contemplation of
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death. In a sense, old age is a relative termm. Some men are old at 60, although
they have no organic disease. Others are vigorous in mind and body at 70, and
still others long after they have passed their eightieth milestone.

A similar conclusion was reached by the Supreme Court in United
States ». Wells, (supra). Moreover, even when the donor was suffer-
ing from a mortal disease, eontemplation of death has been held
not to exist, upon testimony of doctors and near relatives that
he was not aware of it at the time the gift was made. Furthermore,
as in the Wells case, the Government has failed to sustain the tax
because evidence was presented showing that the gift was the result
of %preconceived plan formulated several years before it was actually
made.

It appears that in only one case has a Federal court held that
contemplation of death exists where the gift was made beyond the
presumptive period preseribed in the statute. This was a case coming
up in California, decided in 1927, in which the U. S. District Court for
the Northern Distriet of California held that a transfer made seven
vears prior to death was taxable. (Rengstorft ». MecLaughlin, 21
Fed. (2d) 177). In this case, the will of the decedent was made one
month after the deeds of gift were exccuted, and instructions for
drawing both the deeds and the will were given by the decedent to
her attorneyvs at the same time. The court considered these instru-
ments so intimately related to each other as to constitute one trans-
action. This decision, however, has not been followed by any other
Federal court.

There have been several suggestions offered to prevent the avoid-
ance of estate and inheritance taxes by gifts inter vivos. One is to
require the party opposing the tax to prove beyond any reasonable
doubt that transfers made within 2 years prior to death were not in
fact made in contemplation of death. This rule would impose the
burden of proof upon such party to establish that death was not con-
templated when the gifts were made, in a manner similar to that in
which the burden is imposed upon the State in a criminal case to
prove the guilt of the accused beyond a reasonable doubt.

Another suggestion is that a ta\ should be imposed on all gifts
inter vivos. Congl ess did, in fact, impose a gift tax under the revenue
act of 1924, but there was considerable doubt at the time as to whether
such a tax was constitutional. The National Tax Association, in its
report on Estate and Inheritance Taxation prepared in 1925, stated
that the right of Congress to tax gifts under the Constitution was
“to say the least, doubtful.” The tax was repealed by the revenue
act of 1926 and the conclusive presumption provision substituted.
Since the enactment of the revenue act of 1926, the Supreme Court
has sustained the validity of the gift tax (Blomlev v. McCaughn, 280
U. 8. 124), and, as pomtcd out heretofore, has declared the conclusive
presumption provision unconstitutional.

Under the revenue act of 1932, the gift tax has once more been
imposed, and at the same time greatly strengthened. The avoidance
of the gift tax by making gifts in each vear up to the limit of the ex-
emption has been eliminated by a scheme of taxing the gifts on a
cumulative basis, with only one exemption allowed against all taxable
gifts made by the donor after the effective date of the statute. This
tax is fully discussed elsewhere in this report.



DIFFICULTIES OF SUBJECT MATTER 113

The gift tax seecms the most feasible remedy. France, Germany,
Italy, Spain, western and southern Australia, and Japan, all impose
a tax on gifts inter vivos. While Great Britain and the Canadian
Provinces do not tax gifts, they are not subject to the constitutional
restrictions which we have in this country and do not experience the
same difficulties in connection with transfers in contemplation of
death. Furthermore, their laws contain conclusive presumption pro-
visions, ranging from 2 to 5 years from the date of death.

A ¢ift tax makes a contemplation of death provision unneccessary.
This provision has been responsible for most of the controversies and
litigation involved in death tax cases, and its repeal would result in
making the law more certain and easier to administer. It has been
retained in the Federal law, however, in spite of the imposition of the
gift tax, presumably because the rates of the estate tax are slightly
higher than under the gift tax, resulting in increased revenue to the
Government if it can prove a gift to have been made in contemplation
of death. The fact that nearly all of the State statutes have a con-
templation of death provision apparently also influenced the decision
of Congress not to change the statute in this regard.

B. TRUSTS

Closely allied with the avoidance of death duties by gifts in con-
templation of death is the scheme to avoid such taxes through the
medium of a living trust. In the case of a gift, both the legal and
equitable titles to the property pass to the donee, whereas in the case
of trusts, legal title is vested in one or more trustees and the equitable
title in one or more beneficiaries. The idea of the use of trusts to
avoid payment of death duties is well expressed in the following
opinion of a New York State court:

A not wholly unnatural desire exists among owners of property to avoid the
imposition of the inheritance taxes upon the estates they may leave so that such
estates may pass to the objects of their bounty unimpaired. It is a matter of
common knowledge that for this purpose trusts or other conveyances are nmade
whereby the grantor reserves to himself the beneficial enjoyment of his estate
during his lifetime. Were it not for the provision of the statute whieli is chal-
lenged, it is clear that in many cases the cstate. on the death of the grantor,
would pass free from tax to the same persons who would take it had the grantor
made a will or died intestate. It is true that an ingenious mind may devise
other means of avoiding an inheritance tax, but the one commonly used is a
transfer with reservation of a life estate. (Matter of Keeney, 194 New York
281; aft. 222 U. S. 525.)

In Keeney v. New York (222 U. S. 534), the Supreme Court stated
that ‘“transfers by deed to take effect at death have frequently been
classed with death duties, legacy, and inheritance taxes.” The first
inheritance law in the United States to provide for the taxation of
transfers ‘‘intended to take effect at death’ was passed by Pennsyl-
vania in 1826. At the present time, 46 States tax transfers taking
effect in possession or enjoyment at or after the decedent’s death.
Louisiana does not tax this type of transfer, while Nevada levies
no death duties at all.

Until quite recently, the common understanding of the Federal and
State statutes (with a few exceptions) has been that where the creator
of a trust estate reserved a life estate or income therefrom to himself,
the transfer was within the scope of the estate and inheritance tax
laws which imposed the tax on transfers taking effect at or after death.
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In recent cases, however, the Supreme Court has held that a trust
is not subject to the FFederal estate tax as a transfer to “take effect
at or after death” if the title had been absolutely transferred prior to
death, notwithstanding that the transferor reserved a life estate to
himself. In view of these decisions, there is considerable doubt as
to whether the language employed in most of the State statutes is
broad enough to include transfers in trust in cases where the trans-
feror reserves to himself a life interest. Of the 46 States at present
taxing transfers taking effect at death, only nine specifieally mention
in their statutes transfers in which the donor makes such a reserva-
tion. These States are Colorado, Connecticut, Florida, Indiana,
Towa, Missouri, New York, North Dakota, and Tennessece. The
Indiana, North Dakota, I'lorida, Missouri, and New York statutes
expressly tax such transfers, the three latter States following the word-
ing of the Federal law, which has been changed since the decision
above referred to was rendered. In Colorado, Iowa, and Tennessee,
the statutes provide that transfers in which the donor reserves to
himself a life interest shall be “deemed” to take effect in possession
and enjoyment at or after death, and the Connecticut law states that
such transfers shall be ‘““construed prima facie” to have been intended
to take eflect in possession or enjovment at death.

In the 37 States in which the statutes do not expressly include trans-
fers where a life interest is reserved to the transferor, their laws have
been construed either by their respective attorneys general or the
courts to embrace such transfers, on the theory that they come
within the scope of transfers taking effect at death. Subsequent
interpretations of these statutes will undoubtedly be influenced by
the Supreme Court decisions above referred to. In fact, the Supreme
Court has already held, in a ecase under the Massachusetts statute
involving a reservation of ineome during the life of the donor, that the
succession was complete upon delivery of the trust deeds and not at
the date of the donor’s death. This decision will, without doubt, have
a far reaching effect upon the inheritance tax laws of other States.

The development of the taxation of transfers taking effeet at death
under the Federal law is particularly interesting. The first death
duties imposed by the Federal Government were inheritance duties
and not estate duties. The Federal act (July 1, 1862, see. 11, ¢. 119,
12 Stat. 485, levying a tax on legacies and distributive shares of
personal property) taxed ‘transfers by deed, grant, bargain, sale or
gift, made or intended to take effect in possession or enjoyment after
the death of the grantor or bargainor.” Similar language was con-
tained in the legacy tax provisions of the act of June 30, 1864, (c. 173,
see. 124, 13 Stat. 285). This last act also imposed a suecession tax
upon ‘‘all dispositions of real estate taking effect upon the death of
any person.’’

This succession tax was upheld by the Supreme Court in Scholey .
Rew (23 Wall. 301, 347), the eourt stating that ‘‘it was not a tax on
land, since the succession or devolution of the real estate is the subject
matter of the tax * * * whether * * * affected by will,
deed or law of desecent.” The language eontained in the legacy tax
provisions of the 1864 act was continued in the act of June 13, 1898
(e. 448, see. 29, 30 Stat. 464).

No further death duties were imposed until 1916. On September 8
of that year the revenue act of 1916 was enacted, which provided for
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the first Federal estate tax. This act included in the gross estate
transfers intended to take effect in possession or enjoyment at or after
death. Similar language was contained in the estate tax provisions
of the revenue acts of 1918, 1921, 1924, and 1926.

The Supreme Court recently held that the following types of trans-
fers were not subject to the estate tax imposed by the revenue act of
1926:

1. A places property in trust by a deed which provides that the income shall
be paid to B for his life, then to A for her life, and then that the trust shall ter-
minate upon the death of A, at which time the property shall be distributed among
the children of A. (May v. Heiner, decided April 14, 1930, 281 U. S. 238).

2. A places property in trust by a deed which provides that the income there-

from shall be paid to A for her life and upon her death that the trust shall be
terminated and that the property shall be distributed among her children.
(Burnet ». Northern Trust Co., decided March 2, 1931, 51 S. Ct. 342).
. 3. A places property in trust by a deed which provides that A shall have the
right to call upon the income therefrom to supplement her income from other
property if it falls below a given sum; reserves the right to dispose of the
remainder of the income by ordering its payment to others and which further
provides that the trust shall terminate upon the death of the last of her three
children, at which time, if A is surviving, the property will be paid over to her,
and if not, will then be paid to the issue of her children. (McCormick ». Burnet,
decided March 2, 1931, 51 S. Ct. 343).—Congressional Record of March 3, 1931,
page 7198.

The effect of these decisions is that such transfers were not included
within the phrase “intended to take effect in possession or enjoyment
at or after death.”

The Treasury Department estimated that the above decisions would

cost the Government about $25,000,000 in revenue. The matter was
called to the attention of the Congress, and to remedy the situation
House Joint Resolution 529 was cnacted on March 3, 1931, the day
following the Supreme Court’s decision. This joint resolution sought
to reach such transfers through an amendment to section 302 (c¢) of
the revenue act of 1926 by including in the gross estate of the
decedent—
a transfer under which the transferor has retained for his life or for any period
not ending before his death (1) the possession or enjoyment of, or the income
from, the property or (2) the right to designate the persons who shall possess or
enjoy the property or the income therefrom.

Similar language was subsequently included in the death statutes
of the States of New York, Florida, and Missouri in the order named.

Under the foregomg resolution, Clongress is attempting to include
the corpus of an irrevocable trust in the gross estate of a decedent
solely because such decedent has a life interest in the property. There
is considerable doubt whether Congress may tax transfers of this
character in that manner. The following examples may serve to
illustrate this point:

Case No. 1.—A placed property in trust by a deed which provided that the
income shall be paid to A during A’s life, and upon A’s death the trust shall be
terminated and the property distributed to

Case No. 2—A placed property in trust by a deed which provided that the
income shall be paid to B during B’s life, and upon B’s death the trust shall be
terminated and the property distributed to C.

The first case is reached by the joint resolution, but the second is not.
It seems clear that in the second case there would be no justification
for including the trust property in B’s estate at his death; for as B
had only a life interest in the property, the authority to require his
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estate to pay a tax on the corpus appears to be beyond the power of
Congress. But is the second case any different in principle from the
first, in view of the decisions of the Supreme Court previously referred
to? See May ». Heiner (281 U. S. 238); Burnet ». Northern Trust
Co. (51 S. Ct. 342); and McCormick ». Burnet (51 S. Ct: 343). In
the first case, A instead of B received the income from the trust
property during his life, and at A’s death the trust property was
distributed to C. Like B, all that A had after the trust deed became
effective was a life interest, which ceased at his death. In other
words, the transfer took place at the time the deed of trust was
executed and not at A’s death. Of course, it might be urged that
A’s death results in important and definite accessions to the property
rights of C (Tyler ». U. S., 281 U. S. 497), but will A’s death result
in any more important and definite accessions to C than B’s death?

It is extremely doubtful whether Congress, under the guise of an
estate tax, may tax transfers inter vivos which are not ‘“in contem-
plation of death.” In this connection, the following quotation from
Niehols ». Coolidge (276 U. S. 440) is of interest:

But the conveyance by Mrs. Coolidge to trustees was in no proper sense tes-
tamentary, and it bears no substantial relationship to the transfer by death.
The mere desire to equalize taxation can not justify a burden on something not
within congressional power. The language of the statute is not consistent with
the idea that it utilizes the gross estate merely to measure a proper charge upon
the transfer by death. * * *

Certainly, Congress may lay an excise upon the transfer of property by death
reckoned upon the value of the interest which passes thereby. But under the
mere guise of reaching something within its powers Congress may not lay a
charge upon what is beyond them. Taxes are very real things and statutes im-
posing them are estimated by practical results.

To the same effect is the decision of the Supreme Court in Heiner
v. Donnan (decided March 31, 1932), involving the taxation under
the estate tax of gifts made in contemplation of death. Although
another clause of the Federal statute was under consideration in this
case, the following language is worthy of note:

The value of property transferred without consideration and in contempla-
tion of death is included in the value of the gross estate of the decedent for the
purposes of a death tax, because the transfer is considered to be testamentary
in effect. Milliken v. United States (283 U. S. 15, 23). But such a transfer, not
so made, embodies a transaction begun and completed wholly by and between
the living, taxable as a gift (Bromley ». McCaughn, 280 U. S. 124), but obvi-
ously not subject to any form of death duty, since it bears no relation whatever
to death.

While the Supreme Court held in the Milliken case (supra)
that transfers in contemplation of death are a type of transfers inter
vivos which may be included in the decedent’s estate, this holding
appears to rest upon the theory that such gifts are motivated by the
same considerations as lead to a testamentmy disposition; that is, the
thought of death is the actuating motive for the transfer. This rule
however does not appear to be applicable to transfers inter vivos
which are not “in contemplation of death,” for they bear no relation
to death. In the cases in which the Supreme Court passed upon the
taxability, for estate-tax purposes, of the type of trusts contemplated
in the joint resolution, it was specifically stated by the court that
the constitutional questlon was still open. In this connection, the
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per curiam opinion of the court in the case of Burnet ». Northern
Trust Co. should be noted. Tt is as follows:

The question in this ease is that of the construction of section 402 (¢) of the
revenue act of 1921 (e. 136, 42 Stat. 227, 278), a provision similar to that of
section 402 (¢) of the revenue act of 1918 (e. 18, 40 Stat. 1057, 1097), which has
already been construed by this court, and, in this view, there being no question
of the constitutional authority of the Congress to impose prospectively a tax
with respect to transfers or trusts of the sort here involved, the judgment of
the United States Circuit Court of Appeals for the Seventh Circuit (41 F. (2d) 732)
is affirmed upon the authority of May ». Heiner (281 U. S. 238, 50 S. Ct. 286,
74 L. ed. 826, 67 A. L. R. 1244).

The constitutional question will most certainly be liticated, and the
right to tax this form of trust through an estate tax will be in doubt
for some time. As the court has already held that Congress has the
authority to levy a tax on gifts (Bromley ». McCaughn, 280 U. S. 124),
the most practicable methed of preventing this form of tax avoidance
1s, it seems, the enactment of a tax on trusts and gifts inter vivos as a
supplement to the estate tax. A gift tax has now been imposed
under the revenue act of 1932.

The language of the joint resolution, as originally enacted, was of
such a character as to seriously limit its effectiveness. Three criti-
cisms of the resolution could be made: (1) The use of the word
“retain’; (2) the failure to include transfers taking effect shortly
before death; and (3) the uncertainty as to the effective date of the
resolution.

As regards the use of the word ‘“retain,” how could a person be
said to retain income which does not come into existence until the
property from which the income is derived has completely passed out
of his control? Moreover, the resolution referred only to the retention
of the income and not the “right” to the income. In addition, where
under the trust agreement the income from the trust property is
not paid to the donor but to some one else, and is only payable to the
donor if such other person dies prior to his death, can it be said that the
donor has retained anything? He has not retained the right to
designate the persons who shall possess or enjoy the property, or the
income therefrom, for this right wus given up when the trust agree-
ment was executed. He has not retained the possession or the
enjoyment of, or the income from, the property, for that was also
given up when the trust agreement was executed.

The joint resolution embraced those transfers in which the decedent
retained ““an interest for his life or any period not ending before his
death.” Tt did not include transfers where the transferor retained the
income, the possession or enjoyment of the property, or a right of
designation, for any period ending shortly before death, such as a day,
a month, a year, or two years. In such cases, the period may be
ascertained only by reference to death. An example of this is a case
where under the trust agreement the decedent retains the income for
a ‘“‘period ending two vears prior”’ to his death. In such a case, the
period of enjoyment or possession may be construed as ending at
death because the distribution can not be made until death, or such
transfers may be held to be ineffective for some other reason. But
all questions on this point could have been avoided if the clause “or
any period ascertainable ouly by reference to death’ had been sub-
stituted for the language ““or any period not ending before his death.”
In this connection, attention is called to the fact that in the English
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estate duty act the expression “on the death” is used, and this
expression 1s defined (finance act, 1894, see. 22 (1) (L)) as ineluding
‘“at a period ascertainable only by reference to the death.”

There was considerable doubt as to the effeetive date of the joint
resolution, since it was in the form of an amendment to section 302 (¢)
of the estate tax title of the revenue act of 1926, which was applieable
to all decedents dying after February 26, 1926. Subdivision (h) of sec-
tion 302 of that act speeifically provides that subdivision (c) shall apply
to the transfers enumerated and deseribed therein, whether made
before or after the enactment of the revenue act of 1926. Accordingly,
under a strict interpretation, the joint resolution would apply to all
transfers of the type contemplated therein made by any decedent
dying after February 26,1926, regardless of the actual date of transfer.
The Treasury Department ddopted the interpretation, however,
that the resolution applied only prospectively.

This discussion of the joint resolution is more or less beside the
point at this time, as since the preparation of this report was begun
the objections to the resolution herein set forth have been partially
corrected by further legislation. Under the revenue act of 1932
(sec. 803), amendments are made to the estate tax provisions of the
revenue act of 1926, as amended by the joint resolution of Mareh 3,
1931, by substltutmw for the corresponding language used in the
joint resolution the followmu

* % * or for any period not ascertainable without reference to his death
or for any period which does not in fact end before his death * * *

The first clause 1s aimed to reach such transfers as one where the
decedent reserves to himself semiannual payments of the income of
a trust which he had established, but with the provision that no part
of the trust income between the last semiannual payment to him
and his death should be paid to him or his estate, or where he reserves
the income, not neeessarily for the remainder of his life, but for a
period in the ascertainment of which the date of his death was a
necessary element. The second clause is to reach, for example, a
transfer where the decedent, being 70 vears old, reserves the ineome
for an extended term of years and dies during the term, or where he
is to have the income Irom and after the death of another person
until his own death, and the other person predeceases him.

The words “the right of the income’ are substituted for “the
income” in order to reach cases where the decedent had the right to the
income though he did not actually receive it. No change was made
in the use of the word ‘“retain.”

It is believed that most of the problems arising out of the fore-
going provisions have been greatly simplified by the enactment of the
present gift tax, which may very well result in the elimination of
these and certain other troublesome provisions of the estate tax.

C. COMMUNITY PROPERTY

The system of community property, whieh is in use in eight States of
the Union, has resulted in a lack of uniformity in the dlstnbutlon of
the Federal tax burden upon husbands and wives living in com-
munity property States and those living in noncommumtv property
States. The principle underlying the commumty property system 1s
that all property acquired during marriage by the industry and labor
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of either the husband or the wife, or both, together with the income
therefrom, belongs one-half to the husband and one-half to the wife.

This system appears to have originated not with the Romans, as is
generally supposed, but with the Goths in Germany. The Goths
were the most powerful nation in Europe about the fifth century.

Their customs recognized as community property the gains amluued
after marniage, and 1t 1s from such a custom that thc community
property systems in Spain, Holland, northern France, and Germany
were developed.

Three different definitions exist in Continental Europe with respect
to the meaning of community property. They are:

1. All property of the husband and wife which they owned at
marriage and acquired after marriage.

2. All personal property possessed at marriage, and all personal and
real property acquired during marriage except inherited property.

3. Property which was acquired during marriage out of the gains
and profits realized during marriage.

Holland and Germany allow an election to be made between defini-
tions 1 and 3. France uses definition 2. Spain applies definition 3.
Whatever definition is adopted in any of the countries mentioned, the
surviving spouse takes title to one-half of the community property.
The community system in the United States is derived from the laws
of Spain and France.

In this country, the States of Arizona, California, Idaho, Louisiana,
Nevada, New Mexico, Texas, and Washington have adopted this
system. In each of these States, the property rights of the hushand
and wife in income and property acquired during marriage are set
forth by the statute or the constitution of the State, and the wife is
given a share or interest with the husband in such income and prop-
erty, which is defined under the laws as community property. The
Federal Government, being bound by the property laws of the various
States, has been forced to recognize the community property system.

In the case of decedents domiciled in Arizona, Idaho, Lousiana,
Nevada, Texas, and Washington, the Federal pracblce has been to
include only one-half of the community property in the estate of the
deceased spouse on the theory that under the State law each spouse has
a vested interest in one-half of the community property. This prac-
tice has already been passed upon by the Board of Tax Appeals and
sustained in respect to the State of Washington. Furthermore, the
same theory was upheld by the Supreme Court in income-tax cases
involving community income in Arizona, Louisiana, Texas, and
Washington (see Goodell ». Koch, 282 U. S. 118, Arizona; Bender o.
Pfaftf, 282 U. S. 127, Louisiana; Hopkins ». Bacon, 282 U. S. 122,
Texas; and Poe v. Seaborn, 282 U. S. 101, Washington).

At one time, the Federal Government applied the same rule to
California, but this position was later reversed as the result of an
opinion of the United States Attorney General, holding that the
entire value of the community property acquired under the laws of
California should be included in the gross estate of the deceased
husband, because the wife’s interest was a mere expectancy during the
life of her husband. This last position was upheld by two cireuit
courts of appeal, and in each case certiorari was dented by the
Supreme Court. To prevent the wife’s portion of the commumty
property’s being subject to the husband’s tax, California enacted a law
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on July 29, 1927, providing that the interests of the husband and
wife are ‘“‘present, existing, and equal.””  There does not appear to be
any court decision interpreting the effect of this last California
amendment upon the community-property situation, except with
respect to income taxes. As a result of the income-tax decision of
the Supreme Court in U. S. ». Maleolm (282 U. S. 792), it appears that
the wife has a vested interest in community property acquired after
July 29, 1927, but there is considerable doubt whether she has a
“vested interest in property acquired before that date.

In a New Mexico case (Hernandez ¢ Becker, 54 Fed. (2d) 542), the
Circuit Court of Appeals for the Tenth Circuit has held that under
the law of that State the wile does not have a vested interest in the
community property, but only an expectancy, and that therefore it is
not proper to include one-half of the community property in her
gross estate for the purposes of the Federal estate tax.

In all of the community-property States, the wife is entitled to a
one-half interest upon the death of the husband. This same rule
applies to the husband, except in the case of New Mexico, where he
is entitled to all commumty property upon the death of the wife. In
all of these States, the community-property portion of the surviving
spouse 1s free from death taxes.

In Arizona, California, Idaho, Louisiana, Texas, and Washington,
the one-half interest in the community property belonging to the
deceased spouse 1s subjeet to the inheritance tax. New Mexico does
not impose any tax upon the death of the wife, her interest being an
expectancy only; but upon the death of the husband one-half of the
community property is subject to tax. Nevada, as has been pointed
out, imposes no inheritance tax of any kind.

For the purpose of Federal estate taxation, husband and wife
living in community property states enjoy more preferential treat-
ment than those living in noncommunity property States. This is
due to the fact that all of the property acquired by the husband
after marriage, through his own efforts, in a community property
State is treated as if one half belonged to the wife. 1In noncommunity
property States, all such propelty is regarded as belonging entirely
to the husband. The difference in the amount of the Federal estate
taxis enormous. Indeed, in cases where the net estate does not exceed
$100,000, it results in an entire exemption from the Federal estate
tax, for the omission of one-half of the community property reduces
the husband’s net estate below the minimum exemption of $50,000.
Moreover, this halving of community property greatly reduces the
estate tax because of the progressive rates.

Assume a net estate of $1,000,000 consisting solely of community
property acquired by the husband’s own efforts. If the husband
was domiiciled in a noncommunity property State, the Federal estate
tax would amount to $117,500, less the credit allowed for State death
duties. 1f he died domiciled in a community property State, the
tax would amount only to $42,500 less the credit for State death
duties. This does not seem fair to persons living in noncommunity
property States. The difficulty is in finding a solution.

It is argued on the one hand that Congress is forced to recognize
the commumty property system for Federal estate tax purposes,
since it is a State rule of property which is binding upon the Federal
Government; that as the wife owned one-half of Tthe property from
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the moment it was acquired by the husband, the husband’s estate
can not be taxed upon something that he did not own; and that the
comimnunity property system imposes serious limitations on the
husband which do not exist in noncommunity property States and
which are sufficient to counterbalance any taxation benefits that may
exist. On the other hand, the function of the Federal Government
is to see that its tax laws operate uniformly upon its citizens. Recog-
nizing that a State rule of property is binding upon the Federal
Government in cases where the wife has a vested interest in the
community property, it must be conceded that there is no transfer
from the husband to the wife of the wife’s portion of the community
property at his death. But is a transfer necessary?

In Twler ». United States (281 U. S. 491) the Supreme Court upheld
the right of the Government to include the value of a tenancy by the
entirety in the ¢ross estate of the husband, although, under the com-
mon law adhered to by the particular State, no interest passed to the
surviving spouse because each spouse during their lifetime had an
undivided interest in the whole of the estate. In this connection, the
court stated that the question was not “whether there has been a
transfer of the property by the death of the decedent, or a receipt of
1t by right of succession, but whether the death has brought into being
or ripened for the survivor, property richts of such character as to
make appropriate the imposition of a tax upon that result.” Applying
this principle to the facts in the Twler case, the court reached the
following conclusion:

Before the death of the husband (to take the Tyler case, 428), the wife had the
right to possess and use the whole property, but so also had her husband; she
could not dispose of the property except with her husband’s concurrence; her
rights were hedged about at all points by the equal rights of her husband. At
his death, however, and because of it, she, for the first time, became entitled
to exercise possession, use, and enjoyment; she ceased to hold the property sub-
ject to qualifications imposed by the law relating to tenancy by the entirety and
became entitled to hold and enjoy it absolutely as her own; and then, and then
only, she acquired the power, not theretofore possessed, of disposing of the
property by an excerise of her sole will. Thus the death of one of the parties
to the tenancy became the “ generating force’” of important and definite accessions
to the property rights of the other. These circumstances, together with the fact,
the existence of which the statute requires, that no part of the property originally
had belonged to the wife, are sufficient, in our opinion, to make valid the inclusion

of the property in the gross estate which forms the primary base for the measure-
ment of the tax.

The community property system has been likened to a tenancy by
the entirety. Upon the death of the husband, the wife acquires not
her share, for that was already hers, but the rigcht to manage, control,
and dispose.of that share by the exercise of her sole will. This right,
especially in cases where the community property was acquired
through the sole efforts of the husband, might be suflicient to permit
the inclusion of the wife’s portion of the community property in
the gross estate of her husband. In order to test the validity of this
theory in those States which hold that the wife’s interest was vested
at the time the community property was acquired, it would be neces-
sary to amend the Federal estate tax law to expressly include the
value of community property in the estate of the deceased husband.
It might be advisable to enact such a provision and have it tested
out by the courts. At least, some method should be adopted to remedy
this situation.
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D. DOWER AND CURTESY

There is no uniformity among the various States with regard to
the taxation, for inheritance tax purposes, of dower and curtesy
interests. This is also true in the case of interests in licu of dower
and curtesy. Some States expressly tax such interests while others
expressly exempt them. In a few States, an attempt is made to
include dower and curtesy interests by virtue of a ruling of the officer
charged with the administration of the law. Delaware and Kentucky
apply this rule. Virginia exempts dower and curtesy interests under
a ruling of the attorney general. In other States, certain exemptions
are allowed which are considered sufficient in themselves without
making any allowance for dower and curtesy. Montana, North
Carolina, and Wisconsin are examples of such States. In Arkansas,
an exemption in the case of dower is allowed up to $6,000, and in the
case of curtesy up to $5,000. Among the States expressly exempting
dower and curtesy, or interests in lieu thereof, are Iowa, Massachu-
setts, Missouri, New dJersey, and Ohio. South Carolina exempts
dower only, there being no estate by the curtesy.

There is apparently no prohibition in the State constitutions against
the taxing of such interests. The courts have generally held that no
tax may be imposed in the absence of a statutory provision. The
theory under which most of the States exempt these mnterests is that
they belong to the surviving spouse as a result of marriage and are
independent of the rights of inheritance or succession.

The Federal Government expressly requires the inclusion in the
gross estate for estate tax purposes of interests of the surviving spouse
such as dower, curtesy, or statutory estates in lieu of dower and
curtesy. This provision was attacked on constitutional grounds
with respect to estates located in Missouri and Nebraska, and
in some instances the district courts found for the taxpayer. (See
United States ». Waite et al. Exrs. (Mo.) 29 Fed. (2d) 149; Crooks
». Hibbard, Admx. (Mo.), 25 Fed. (2d) 896; Munroe ». United
States (Nebr.) 10 Fed. (2d) 230; Krug ». Allen (Nebr.) District Court;
Allen ». Henggeler, Admx. (Nebr.) District Court.) All of these
decisions, with the exception of the Munroe and Krug cases, were
reversed by the circuit court of appeals and certiorari was denied by
the Supreme Court. In the Munroc case, the Supreme Court en-
tertained a writ of error which was later dismissed on motion of the
Solicitor General, due to the fact that the Government inadvertently
prosecuted a direct appeal to the Supreme Court instead of going
first to the circuit court of appeals.

Both the Board of Tax Appeals and the Court of Claims have
upheld the right of the Government to subject dower and curtesy
interests to the Federal estate tax. The great weight of authority,
therefore, upholds the constitutionality of this provision of the
Federal statute. In view of the decisions of the Supreme Court in
the Tyler case (cited under community property) and in New York
Trust Co. ». Eisner (256 U. S. 345) and Edwards ». Slocum (264 U. S.
61), there does not appear to be much question as to the validity of
this provision.

E. FUTURE INTERESTS

The taxability of limited and remainder interests is one of the most
complicated phases of inheritance taxation. Here we are confronted
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with the valuation of life estates, vested and contingent interests,
and interests which may be suddenly terminated by the happening
of some event or the performance of some condition. The confusion
among the various States as to the distinction between vested and
contingent interests adds to the difficulty. These problems are
largely avoided under an estate tax, for the reason that such a tax
fastens itself upon the whole estate before distribution, without regard
to the value of distributive shares.

The valuation of life estates is, in the great majority of States,
determined by the use of mortality tables and interest rates preseribed
in their statutes. In Delaware, the practice is to ignore the life
estate, with the consent of the parties, and to assess the tax against
the remainderman. In Maryland, the value of the life estate is
determined by the orphans’ court. As mortality tables are based
upon the law of averages, they naturally disregard the physical con-
dition, medical history, or the occupation of the life tenant. In a
few States, such as California, Colorado, Idaho, and Kentucky, if
the tax is not determined prior to the death of the life tenant, the
actual duration of the life estate is adopted in place of the figure in
the mortality table.

The tax, in most States, 1s computed on each interest separately,
the remainder interest being ascertained by deducting the value of
the life estate from the entire eorpus. In the case of vested interests,
the tax is generally immediately due and payable without awaiting
the termination of the prior estate. This results in some hardship
to the remainderman by reason of the fact that he is forced to pay
a tax on property which does not come 1nto his possession until some
later time. Some States, including Arizona, Illinois, Kansas, Ne-
braska, and Oregon (in the case of personal property), have attempted
to remedy this hardship by providing that payment may be post-
poned by the filing of a bond. In a few States, such as Massachusetts,
Michigan, New Jersey, Pennsylvania, and Virginia, the tax is not
payable until the beneficiary comes into possession of the property.

Contingent interests are made immediately taxable in most States.
At first, this practice did not meet the unqualified approval of the
courts, on the theory that there was no transfer because there was no
transferee, but this practice is now generally accepted as valid and
constitutional. The purpose of such a rule is to insure the State
prompt revenue from this source. If payment were postponed until
the eontingeney happened, the State might never receive 1ts revenue,
due to the fact that the funds might be entirely dissipated through
mismanagement or for some other reason. In eomputing the tax on
contingent interests, the States use different methods. They are as
follows:

1. Highest rate method.—MNlost States adopt the rule that the tax
should be payable immediately at the highest rate which would be
possible on the happening of the most remote contingency, with the
1ight of refund in case subsequent events disclose that the tax is
overpaid. This rule is applied by California, Idaho, Illinois, Indiana,
Towa, Kentueky, Missouri, New Hampshire, North Carolina, Ohio,
Oklahoma, South Carolina, South Dakota, and Washington. The

156838—33——9
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following examples taken from the Illinois regulations show how
the rule works:

A remainder after a life estate was given to the testator’ $ four children, with
the provision that if any should aie without issue, that one’s shaie should’ go to
the survivors. For the purpose of the tax, the remainder is regarded as bemg
distributed to one sueh child on the assumption that thiee would die before the
life tenant, leaving no issue surviving.

A testator gave the remainder over after the life estate to his next of kin sur-
viving the life tenant. Forty-one nieees and nephews were living at the death
of the testator. For the purpose of the tax the remainder is regarded as being
distributed to one sueh nieee or nephew, thus allowing only one exemption.

From the foregoing examples, it is apparent that remote contin-
gencies may result in higher taxes by making 1t possible for distant
relatives and strangers to take or by inereasing the number of bene-
ficiaries.

2. Lowest rate method —Some States recognize the injustice of taxing
contingent interests at the highest rate and tax them at the lowest
rate, with the richt to make additional assessments in case subse-
quent events disclose that a further tax is due. This is the rule
applied by Arizona, Montans, Rhode Island, and Wisconsin.

3. Time of vesting methed —In a few States the tax is not imposed
until the interest vests in possession and enjoyment. This appears
to be the rule in Kansas, Massachusetts, Michigan, New Jersey,
Pennsvlvania, Texas, and Virginia.

4. Compromise method.—In other States the officer charged with
administration of the law has authority to determine the tax imme-
diately pavable and if this tax is agreed to by all parties, it will be
accepted as full payment of the hability. In Colorado the tax may
be compounded or it may be deferred upon the giving of bond. In
Connecticut the tax commission, with the approval of the attorney
general, may compound the tax on such terms as may be deemed
equitable.  In Kansas, while the beneficiary is not required to pay
the tax until he comes into possession of the property, he may, if
lic o desires, pay it immediately, upon the basis of a determination
by the State tax commission approved by the attorney general. A
somewhat similar rule obtains in Massachusetts and Tennessee.

In a few States, like Ohio, while the tax is assessed at the highest
rate, it may be paid at the lowest rate if a deposit of cash or bonds is
made to cover the difference. In the case of Arizona, although the
tax is determined at the lowest rate, payment may be deferred, by

the giving of a bond, until the beneﬁcmry comes into possession of

the property.

The general rule in most of the States with respect to limited or
defeasible estates is that no deduction is allowed because of the pos-
sibility that such an estate may be divested or abridged. However,
in case such contingeney actually happens, refunds are usually
allowed for the tax overpaid.

A tax on life interests 1s ordinarily payable out of the corpus of the
estate. This rule, however, is not altogether equitable, in that it
causes the life tenant to lose, during the continuance of his life estate,
the interest upon the value of the property so paid out in payment
of the tax. In the case of an annuity the loss occasioned to the
corpus is required to be wmmortized by annual payments to such corpus
out of the annuity, each pavment being such proportion of the entire
amount as the hfe expectancy of the annuitant indicates will be
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sufficient to equal the tax paid. Furthermore, such rule impo=es a
hardship on the remainderman by compelling him immediately to pay
the tax on property which has not come into his possession. As
pointed out before, this last hardship is alleviated in many cases by
permitting the vemainderman {o postpone payment upon the sub-
mission of a bond. In one or two States the tax is apportioned
between the life tenant and the remainderman. West Virginia
appears to apply this rule. -

Another difficulty in determining the valuation of future interests
arises where the life tenant has the power of invasion; that 1s, of calling
upon the trustees for a certain portion, or even the whole, of the
principal for support and maintenance. In some cases the tax on the
life interest is imposed only upon the interest to which the life tenant
is absolutely entitled, and future assessment is postponed until such
other income is actually received. In other States no account is taken
at all of this power of invasion.

We have discussed most of the major problems arising out of the
taxation of future interests. It is the complexity of such problems
that has led many to favor an estate tax instead of an inheritance tax.
As has been shown, the different rules and conflicts in the various
State laws tend to make the enforcement of an inheritance tax
extremely troublesome.

F. VALUATION OF PROPERTY

In most jurisdictions, the death taxis levied on the value of property
as of the date of the owner’s death. Under this rule, appreciation or
depreciation in value after such time is not considered. In North
Dakota, however, although the same rule applies, the fluctuations in
the value of the property six months before and six months after death
must be taken into consideration in fixing the value of the property at
the time of the decedent’s death. In Vermont, the tax is based upon
the actual market value of the property at the expiration of one year.
This rule is no doubt based upon the theory that the estate is distrib-
uted at that time. In New Mexico, the tax is imiposed on the actual
value of the property at the date of appraisal, while in Indiana the
date of the transfer is controlling. A modification of the Indiana rule
1s found in Maryland. There, when an estate is left for life to a person
not subject to the inheritance tax, with remainder to collateral donees,
the tax is imposed upon the value of the estate at the time of the
transfer to such donees.

In the absence of any statutory provision regarding valuation of
estates, the courts have held that the value of the decedent’s property
must be determined as of the date of the decedent’s death, and not as
of the date of probate or distribution.

In the case of transfers made in contenmplation of death, the value of
the property at the time of the transfer is generally used as a basis for
death taxes. The value of contingent remainders, when presently
taxable, is usually ascertained by deducting from the gross estate the
value of the intervening life interest.

Under the Federal statute, the basis of valuation of property
included in the gross estates is the “value” thereof at the time of
the decedent’s death, following the general rule in the great majority
of the States. The statute is silent as to the meaning of the term
“value,” using it without limitation. The Treasury regulations,
however, interpret the term as meaning the ‘‘fair market value,’”
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which is defined as the price at which property would change hands
between a willing buyer and a willing seller, neither being under any
compulsion to buy or sell.

The expressions ‘‘fair market value,” “clear market value,” “full
value,” “actual value,” ‘‘cash value,” and so on, are used inter-
changeably in the various jurisdietions. All have the same signifi-
cance, however, and refer to the price which the property would
bring in the open market.

In Great Britain, the estate duty is based on the ““principal value”
of the property, which is defined as the price which, in the opinion of
the commissioners of inland revenue, the property would fetch if sold in
the open market at the time of the decedent’s death, such value to
be ascertained by the commissioners by any means they think fit.
The price which property “fetches’ is the gross sale price without
deduction for the costs of sale, and is ascertained on the assumption
that the property is sold in such manner as might reasonably be cal-
culated to obtain the best price for the property. The above rule
roverns the valuation of the property generally, and is applied in
conjunction with special rules for different classes of property, such
as stocks and bonds, etc.

While the difficulties arising in connection with the valuation of
property ave, for the most part, mere questions of fact, much litigation
has been occasioned, and some cases involving complex questions of
law have been presented to the courts. The valuation of real property
is always attended with difficulties. In the absence of an active
market, the determination of values is a matter of opinion only, fre-
quently becoming nothing more than guesswork. Stocks, bonds,
grain, and other commiodities which are actively dealt with on an
exchange or over the counter are fairly susceptible of exact valuation,
but in the case of country real estate, stock of close corporations,
patent rights, good will, etc., it is difficult to fix true worth. The
valuation of oil end mineral lands is largely speculative.

The problem of the proper valuation of real estate needs little ex-
position. Iveryone is familiar with the great diserepancies in assess-
ments for local property taxes. The same difficulties occur in connec-
tion with valuations for inheritance and estate tax purposes, only more
s0, because the assessed valuation is only one of many factors to be
taken into constderation. Often there have been no sales in the neigh-
borhood which may be used for comparative purposes, and in many
instances there is no real estate market at all. Under such circum-
stances, the opinion of experts must be relied upon, and of course they
are quite likely to differ materially in their appraisals. Many factors
must be considered, such as the location and condition of the property,
the character and tendency of the neighborhood, pending improve-
ments, adverse developments, suitability for special purposes, and
so on. Original cost and, as herctofore mentioned, assessed valuation,
must also be taken into account.

Where the property consists of an undivided interest in realty, ad-
justment must be made on account of the limited market for such an
undesirable interest, particularly if it is a minority holding. The
valuation of property subject to lease, and of leasehold interests in
real property, present additional difficulties. The fact that property
1s encumbered by a lease frequently has an adverse affect on its sala-
bility, and this must be taken into consideration in determining its
value.

PR A4
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Tangible personal property such as household goods, clothing, etc.,
can be easily valued, particularly as their worth is usually only
nominal. Intangible property, however, gives rise to many problems,
Inactive securities and stock of close corporations are the chief items
in this class. Often stocks of large corporations are held by many
stockholders, yet are not an active or speculative security. Such
stocks must beappraised on the basis of published financial statements,
dividends declared, private sales of the stock, and opinion evidence.
In the case of closely held stock, there is also no market price to de-
termine its value, and considerable litigation has arisen in connection
with its appraisal. One notable instance was the Ford Motor Com-
pany case. In valuing the stock of close corporations, the true value
of the assets must be ascertained as well as the value of the good will
and other intangible factors. The book value of the stock, alone,
does not show its true value, but is an important factor to be considered
along with other evidence.

In the case of active securities, fair market value implies a price
made in a normal market, and not under abnormal or temporary con-
ditions. Thus, where a market has been manipulated through a stock
pool or other means, the prices prevailing at that time do notrepresent
fair market value. On the other hand, where prices crumble under a
wave of selling, they also can not be said to represent a proper valua-
tion, and adjustments must be made.

The value of mortgages may be affected by the financial responsi-
bility of the mortgagor, the length of time the mortgage has to run, and
the location and character of the premises. So, also, the credit stand-
ing of a debtor may affect the value of notes and other choses in action
owned by a decedent.

Patents and copyrights are most difficult to appraise. The value of
such property 1s ordinarily determined by prospective earning power,
which is not easy to fix with any degree of accuracy. Often there may
be a market for a patent, and in such a case the price offered should
furnish some evidence of its value.

Good will is another factor in valuation, causing a great amount of
litigation and difficulty. That good will is a valuable asset has been
recoonued for centuries, but no fixed rule can be set up for determining
its worth. The plactlce of the IFederal Government is to make an
individual analysis of each case. The English courts very early laid
down the rule that good will was nothing more than the probability
that the old customers would return to the old place, but this rule has
been found insufficient to cover modern conditions. To-day the rule
laid down by Leake seems more nearly to define good will for present-
day purposes. Leake holds that good will 1s the present value of the
right to receive expected superprofits, the term meaning the amount
by which future revenue, increase, or advantage to be reecived is
expected to exceed any and all economic expenditure incident to its
production. The practice of the Federal Government conforms
generally to this definition, and may he said to treat as good will the
capitalized value of the excess earnings over a fair rate or return.
To determine this ‘““capitalized value’ is the problem that must be
worked out. In appraising good will, it must be realized that it is
ephemeral, and that owing to the laws of competition and change it
can not be expected to exist permanently.

To discuss the methods of valuation involved in appraising par-
ticular kinds of property would require more space than this chapter
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permits. Sulffice it to say that the methods naturally differ somewhat
in each jurisdiction, and are determined by the character of the prop-
erty involved. In prior years the Federal Government worked out
and developed various methods of valuation and rules of thumb, but
in later years practical business methods have been put into effect
and the rigid use of formulas is not encouraged.

G. POWERS OF APPOINTMENT

Owners of property, either by will or deed of trust, often delegate
to another person the power to appoint the benefictary or beneficiaries
who shall receive the property, generally after the termination of an
intervening estate. Such powers are known in the law as powers of
appointment. Except where restricted by the terms of their creation,
powers of appointment may be exercised either by deed or will.
Where the donee of the power fails to exercise it, the property with
respect to which it is given reverts to the estate of the donor. Trans-
fers resulting from the exercise, and in many cases, also, from the
failure to exercise, a power of appointment, are to-day taxable under
the inheritance and estate tax laws of a great many States. The
Federal law requires the inclusion in the estate of a decedent of any
property with respect to which he exercised by will or testamentary
disposition a general (as distinguished from a limited) power of
appointment.

Under the common law the transfer under a power of appointment
was deemed to originate in the donor, the exercise of the power by the
donee being considered, in legal eﬂect to be nothing more than the
writing into the blank left by the testator’s will the names of the
apointees. After inheritance-tax laws were enacted, the courts held
that as a transfer under a power of appointment took effect at the
death of the donor of the power, there could be no tax on property
passing under a power where the donor died before the statute was
passed. This caused New York to amend its law in 1897 by providing
that property transferred under a power of appointinent should be
deemed a taxable transfer in the same manner as though it had belonged
absolutelv to the donee of the power. This provision was upheld by
the United States Supreme Court (Chanler ». Kelsey, 205 U. S. 466),
and the rule treating the donee as the source of the title now prevails
in most States. Incidentally, this rule allows the States to determine
the rates and exemptions under their inheritance taxes according to
the relationship between the beneficiary and the donee of the power.
North Carolina, however, while assessing its tax at the death of the
donee, determines the rate by the relationship existing between the
appointee and the donor of the power. In Maine it has been held
that even though the appointee is deemed to take from the donor,
the relationship of the beneficiary to the donee determines the rate.
(Re Luques, 114 Me. 236.)

Unless the law of a State expressly provides for the taxation of a
transfer resulting from the exercise of a power of appointment, no
tax can be imposed upon the estate of the donee. Hence, in those
States where the statute makes no provision for the taxation of such
transfers, they ave generally treated hl\e any other contingent
remainder and the tax is imposed on the donor’s estate.

Where the donee of a power fails to exercise it, some States never-
theless subject the property to a transfer tax in the same manner as
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though the donee owned the property and had disposed of it by will.
The legality of a tax based upon the fiction of a transfer from the
donee in such a case is somewhat uncertain as the courts are in dis-
agreement on the point. A provision in a former New York statute
treating the failure to exercise a power of appointment as a taxable
transfer was held invalid by the State court (Re Lansing, 182 N. Y.
238), but the Massachusetts court upheld a similar provision in the
law of that State (Minor ». Treasurer, 207 Mass. 588). Where the
donee fails to act, the property, of course, reverts to the estate of the
donor, but the Massachusetts court declared that it did so because of
:téhe conduct of the donee. This rule is followed in about half the
tates.

A majority of the States make no distinction between a general
power of appointment and a limited or special power. Under a
general power, a donee has absolute discretion in making the appoint-
ment, while under a special or limited power the appointment may
be made only in favor of a restricted class of persons. In some
jurisdictions, notably under the Federal law, a general power of
appointment is deemed to give practical ownership to the donee,
while a special power is held to convey nothing except the right to
determine future ownership on the basis of the donor’s expressed
wishes. This distinction seems logical, because under a general
power a person has absolute dominion over the property and the
source of title therefore may be said to be in him. Notwithstanding
this distinction, few States differentiate between general and special
powers, taxing both in the same manner.

Complex problems involving the jurisdiction to tax arise when the
donor of a power of appointment lives in one State, the donee in
another, and the property is in still another State. In one case
(Wachovia Bank & Trust Co. ». Doughton, 272 U. S. 567) it was held
that where the donee of a power of appointment lived in North Caro-
lina and the donor lived in Massachusetts, where the property was
situated, the State of North Carolina could not tax the exercise of the
power by the donee. This case illustrates the exercise of a power by
a resident which was derived from a nonresident. Where a power of
appeintment is exercised by a nonresident donee, derived from a
resident donor, the general rule appears to be that if the property
over which the power is exercised is within the jurisdiction of the
State a tax may be imposed on the transfer.

Under the Federal statute, only a general power of appointment is
taxed, and even then it must actually be exercised by some testa-
mentary disposition or the property need not be included in the donee’s
taxable estate. The regulations issued under the Federal statute pro-
vide that where the donee is required to appoint to a specified person
or class of persons, the power 1s not general, and even though it is
exercised the property need not be included in the estate of the donee.
In determining whether a given power is general or special, the courts
sometimes look to the law of the State where the power was created.
Thus, for Federal purposes, a power may be general in one State and
special in another. For example, it was at one time held that even
under the specific provision of the Federal act, a power of appoint-
ment in Pennsylvania was not general if it could only be exercised by
will. This is not true to-day, however. In a Maryland case the
United States Circuit Court of Appeals recently held that a certain
power was not general because the donee could not appoint his credi-
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tors. (Lieser ». Burnet, 46 Fed. (2d) 756.) If the Federal statute:

were so amended as to define what constitutes a general power of
appointment for the purpose of the tax, much difficulty would be
avoided. Or, the Federal Government could follow the example of
some of the States and tax both limited and general powers. It
would seem, however, that the justification for the taxation of general
powers does not obtain with respect to special powers, which are not,
like a general power, equivalent to ownership.

Under the Federal statute, property subject to a general power of
appointment is taxed first as a part of the estate of the donor of the
power, and then again in the estate of the donee if and when the power
is exercised by testamentary disposition. However, if the donee’s
death occurs within five years of that of the donor, and the property
was taxed in the donor’s estate, no further tax will be imposed on
the donee’s estate with respect to the property. If the power is ex-
ercised by deed, the property is taxable only if the deed were executed
in contemplation of death or were intended to take effect in possession
and enjoyment at or after the donee’s death. Thus, the Federal
estate tax on the donee’s estate may be avoided if the power is not
exercised at all, or if it is exercised by a deed not of a testamentary
character.

There is a further possibility of avoiding the Federal tax and at the
same time carrying out the intent of both the donor and the donee
of the power. For example, if A died leaving his property to his
wife, B, for life, with a general power of appointment, and it is pro-
vided in A’s will that in the event B fails to exercise the power the
property shall go to C, their son, then if B desires to appoint to C
she can do so by simply failing to exercise the power, thereby escaping
a tax on her estate with respect to that property. Some State courts
have held that where a beneficiary would receive the same estate
under the will of the donor as he would under the exercise of the power
by the donee, he may elect to take under the original will and elimi-
nate the donee as the source of title. In fact, the New York court
(Re Lansing, supra) has held that the exercise of the power in such a

case is a nullity, since it makes no change in the devolution of the

property. This question has never heen decided by the United States
Supreme Court with respect to the Federal law. However, in a dis-

trict court case coming up under the revenue act of 1918 (Pennsyl-

vania Co. ». Lederer, 292 Fed. 629) it was held that the exercise of a
power of appointment by the donee was taxable even though the ap-
pointee would have taken the same estate if it had not been exer-
cised. A similar decision was rendered by the Board of Tax Appeals
a few years ago. (Estate of Maria C. Hone, 17 B. T. A. 464.) In
both these cases the tax could have been avoided if the power given
had been a limited one, or, if general, if it had not been exercised.
To change the Federal law so as to require the inclusion in the
estate of a decedent any property with respect to which he had a
power of appointment, whether exercised or not, would have certain
consequences which might not be desired. TFor instance, inasmuch
as the tax on the property passing under a power of appointment is
paid out of the donee’s estate and not out of the property transferred,
1t 1s possible that on that account the donee may not wish to exercise
it. Moreover, it is possible for the donee of a power to be in absolute
ignorance of its existence, and his failure to exercise it under such
circumstances would result in an unjust penalty against his estate.
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Part V. COMMENTS AND SUGGESTIONS

A. LEGAL AND PRACTICAL LIMITATIONS ON FEDERAL ESTATE TAX
LEGISLATION

The Federal Government, unlike the States, does not derive its
authority to levy death duties from any power to regulate the suc-
cession and devolution of property at death, for that power is reserved
exclusively to the States. Federal death duties are imposed by virtue
of the Constitutional provision granting the Congress authority to
levy and collect taxes.

The Constitution divides taxes into two classes: (1) “‘Direct taxes’”
and (2), “duties, imposts and excises.” This classification is a vital
one, for “direct taxes” are required to be apportioned according to
population, whereas ‘‘duties, imposts and excises’’ are not subject to
such requirement. While the latter class of taxes does not have to
be apportioned according to population, the Constitution does require
that they be uniform throughout the United States. Death duties
fall into the latter class, since the Supreme Court holds that they are
excises. (Knowlton ». Moore, 178 U. S. 481; New York Trust
Company ». Eisner, 256 U. S. 345.) They are accordingly subject to
the rule of uniformity and not to the rule of apportionment. The
term ‘““uniformity’ has been construed by the Supreme Court to
mean ‘‘geographical uniformity,” the court stating that all that the
Constitution requires is “that the law shall be uniform in the sense
that by its provisions the rule of liability shall be alike in all parts of
the United States.” (Florida ». Mellon, 273 U. S. 12; Knowlton .
Moore, supra.)

In addition to the uniformity limitation, there should be men-
tioned the due-process clause of the fifth amendment, which is in-
voked if the taxing provision is so palpably arbitrary and unreasonable
as to lead to the conclusion that it is not the exercise of taxation but a
confiscation of property; or, what is equivalent thereto, is so wanting
in basis for classification as to produce a gross and patent inequality.
In other words, the classification must be reasonable, and not arbi-
trary or capricious.

The fifth amendment has been held to be violated in some cases
where Congress attempted to impose retroactive legislation. An
example of this is the case of Nichols ». Coolidge (274 U. S. 531), in
which the Supreme Court held that the revenue act of 1918 was
invalid in so far as it attempted to include in the gross estate of a
decedent the corpus of an irrevocable trust distributable at death
but executed before the Government imposed any estate tax. How-
ever, mere retroactivity is not in itself sufficient to invalidate the
statute. If the transfer was subject to an excise when made, a mere
increase in the tax pursuant to a policy of which the donor was fore-
warned at the time he elected to exercise the privilege does not change
its character. It is only when the nature and amount of the tax
burden imposed could not have been understood and foreseen by the
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taxpayer at the time of the transfer that retroactivity will render
the tax invalid. (Milliken ». United States, 283 U. S. 15; Phillips .
Dime Trust & Safe Deposit Co., 284 U. S. 1.)

Furthermore, revocable transfers may be subject to death duties
regardless of whether they were made before or after the enactment
of the taxing statute. This is on the theory that until the moment
of death the decedent retains an interest in the property which gives
him the power of disposition over it as completely as if the transfer
had not been made. This rule was applied by the Supreme Court in
Chase National Bank ». United States (278 U. S. 327), in which
it was held that policies of insurance taken out hefore the taxing act,
were taxable where the decedent reserved the power to change the
beneficiary. The same rule was applied by the Supreme Court in
Reinecke ». Northern Trust Company (278 U. S. 339), in which it was
held that an antecedent trust was subject to the estate tax because
the grantor reserved a power of revocation. However, in the same
case the Supreme Court held that, where the decedent reserved a
power of revocation, but such power could only be exercised with the
concurrence of the beneficiaries or a majority of them, for all practical
purposes the trust passed as completely from the decedent’s control
as 1t the transfer had been absolute.

From the foregoing, the following rules may be deduced as to the
power of Congress to impose retroactive death duties;

1. Congress may not tax a transfer retroactively if at the time
the transfer were made there was no statute in force levying a tax
of the same character on such transfer.

2. Congress may increase a tax retroactively if a tax of the same
character were in effect at the time the transfer was made.

3. Revocable transfers (except where the power of revocation may
be exercised only with the concurrence of the beneficiaries or a
majority of them) may be subjected to death duties regardless of
whether they were made before or after the enactment of the taxing
statute.

Aside from the legal hmitations on Federal death tax legislation,
there might be mentioned certain practical limitations. In the first
place, due regard cught to be given in enacting such legislation to the
death taxes imposed by both the States and the Federal Government;
otherwise, the taxpayer will be subjected to an unreasonable burden.
Congress undoubtedly had this object in view, as well as that of en-
couraging uniformity of taxation among the States, when it enacted
the 80 per cent credit clause in the revenue act of 1926. As explained
in a former part of this report, this clause allows a credit, up to 80 per
cent of the Federal estate tax, for death taxes paid to the States.

In the second place, many of the State laws have become inseparably
interwoven with the estate tax provisions of the revenue act of 1926.
Since the enactment of that act, nearly half of the States have passed
estate tax laws in addition to their mheritance tax laws. Of these
States, practically all have so framed their statutes as to secure the
full benefit of the 80 per cent credit provision, and their laws are prima
facie based upon the Federal law of 1926. Moreover, four of the
six States which have enacted estate tax laws only, base their rates
upon the Federal law. In a great many cases, the repeal of the 80
per cent credit clause would render their laws ineffective and in-
valid. This might result in serious consequences when it is considered
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that only five States have annual sessions of their legislatures. Regu-
lar sessions of the legislatures of Kentucky, Louisiana, Mississippi,
Missouri, and Virginia are held in the even years; in Georgia, Massa-
chusetts, New Jersey, New York, and South Carolina, they are held
annually; while in the remaining States, they are held in odd years,
except in the case of Alabama, where they are held quadrennially.

In view of the above, it is believed that, in general, basic changes in
the estate tax provisions of the revenue act of 1926 should not be made
effective until the expiration of at least one year after they are enacted
into law. The additional estate tax inecluded in the revenue act
of 1932 did not violate this principle, since it left the revenue act of
1926 in full effect with a few minor changes and simply superimposed
an additional estate tax upon the old law. This additional estate tax
allows of no credit for State death duties paid and therefore leaves the
State statutes and revenues in the status quo.

B. INEQUITIES OF THE PRESENT SYSTEM TO THE TAXPAYER
1. SHRINKAGE IN PROPERTY VALUES

For the purpose of the Federal estate tax, the value of property
to he included in the gross estate is determined by its value at the date
of death. This date 1s also adopted by the majority of the Statcs in
determining the value of property subject to their inheritance and
estate taxes. The date of death is logically the proper date, for it
is at the moment of death that the taxing authority first has a right
to step in and take its share of the property in the form of a death
duty. Inequities and hardships arise, however, in cases where there
1s a large decrease in property values between the date of the dc ce-
dent’s death and the date the tax is due. In actual cases, the
shrinkage has been found to be as great as 60 per cent of the value of
the estate, and situations may arise which will result in a complete
confiscation of the estate. If the tax could be paid in kind, no in-
equities would result from a sudden decline in value between the date
of death and the due date of the tax. This result could be accom-
plished by providing that the death tax rate should be determined
according to the value of the net estate at the date of death but that
such rate should be applied to the net value of the estate one year
after death instead of the value of the net estate at death. A full
discussion of the operation of this plan is contained in a letter to Hon,
Willis C. Hawley, then chairman of the Joint Committee on Internal
Revenue Taxation, dated February 2, 1930, from the staff of that
committee. This letter and accompanying chart are embraced in
Exhibit U of the appendix of this report.

2. RESIDUARY LEGATEE

The estate tax as distinguished from the inheritance tax may operate
to work certain hardships. In an cstate tax, the decedent can not be
reached. The real burden is upon the beneficiary and distributee,
The widow and those nearest to the decedent are generally made
residuary legatees of the estate. Since the tax is usually paid out of
the residue of the estate, it necessarily follows that the widow and
those more closely related to the decedent are compelled to bear the
entire burden of the estate tax, whereas those beneficiaries who are
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of a more remote relationship, and strangers, escape tax on their bene-
ficial shares due to the fact that such shares are in the form of special
bequests. This burden becomes entirely unfair when a shrinkage
in value takes place as described in paragraph 1. To a large extent,
this can be corrected by the decedent in drawing his will.

3. UNEQUAL BURDEN ON LIKE AMOUNTS

By its very nature, the estate tax imposes a greater burden upon
a beneficiary who receives a given amount from a large estate than
upon one who receives a like amount from a small estate. This is
due to the fact that the estate tax fastens upon the whole estate
before it is distributed. However, the testator can by will regulate
the manner in which this tax burden is to be borne, and in most cases,
it is payable out of the residuary estate, and, therefore, does not affect
the legacies of other beneficiaries.

4. MULTIPLE TAXATION

In the past, multiple taxation of the intangible personal property
of nonresident decedents by the several States has resulted in uncon-
scionable burdens on estates in many cases. Most States, in addi-
tion to taxing the transfer of intangible property of their own dece-
dents, also taxed, on one ground or another, the intangibles of non-
resident decedents. Thus it was possible for an estate to be obliged
to pay 2 transfer tax on the same property in several different States.
It the estate consisted of any corporate stock, it might conceivably
have been taxed not only by the State of the decendent’s domicile,
but also by the State of incorporation of the corporation, the State
where the corporation’s property was located, the State where the
stock transfer was made, the State where the securities were kept,
and so on. The situation became so intolerable that public opinion
forced certain corrective measures to be taken. Some States ex-
empted intangible property of nonresidents from their tax, while
others incorporated reciprocal provisions in their statutes, agreeing
not to tax the intangibles of decedents of those States which did not
tax the intangibles of their own decedents. More than three-fourths
of the States have now taken advantage of the benefits of reciprocity
agreements.

While the development of reciprocity among the States has been of
great benefit to estates, the Supreme Court, by a series of recent
decisions, has also taken a large part in relieving the burden of mul-
tiple taxation. Thus, in Rhode Island Hospital Trust Co. ». Doughton
(270 U. S. 69), the court held that a State other than that of the in-
corporation of a company could not tax its stock belonging to a
nonresident decedent merely because the corporation owned property
in the State. In Farmers Loan & Trust Company v. Minnesota
(280 U. 5. 204), it was held that State and municipal bonds of Minne-
sota could not be taxed by that State when the owner resided in another
State. In Baldwin ». Missouri (281 U. S. 586), the court held that
banlk deposits and other intangibles located in Missouri but owned by
a decedent domiciled in Illinois could not be taxed in Missouri. The
question of business situs did not arise. In Beidler ». S. C. Tax
Commission (282 U. S. 1), a debt owing by a domestic corporation
to a nonresident decedent was held not subject to an inheritance tax.
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The death blow to the multiple taxation of stocks was dealt by the
Supreme Court early in 1932 in deciding the case of First National
Bank of Boston ». Maine (284 U. S. 132). In that case, the court held
that shares of stock in a Maine corporation, owned by a decedent
domiciled in Massachusetts, were not subject to an inheritance tax
in Maine. It is thought that as a result of this decision, the States
will no longer attempt to tax the stocks of domestic corporations
owned by nonresident decedents. It should be pointed out, however,
that the court still leaves open the question of stocks having a so-
called business situs in a State other than the domicile of the owner.

C. INEQUITIES OF THE PRESENT SYSTEM TO THE GOVERNMENT
1. INCREASE IN PROPERTY VALUES

Just as the shrinkage of property values after the death of the
owner causes a hardship on the estate, which must pay the tax on the
basis of the valuation at the owner’s death, so the increase in property
values after his death works to the disadvantage of the Government.
It may be said, however, that one disadvantage balances the other,
and this is perhaps largely true. In the one ecase, the estate pays the
same tax although the property is less, and in the other, the Govern-
ment receives the same tax although the property is greater.

In times of rising prices and values, the benefit is all on the side of
the estate, while in a period of depression the Government has all the
advantage. Even in strictly normal times, there may be some benefit
or disadvantage one way or the other. Alimost always there is some
increase in the estate, at least through earnings and interest.
Whether it would be to the advantage of the Government, in the long
run, to make some adjustment is difficult to say, but certainly for it
to take advantage of any inerease in values and deny credit for any
decrease, or to adopt one rule in times of falling values and another in
boom times, would hardly be fair. In any event, though the earnings
of the estate after the death of the owner are not reached under the
estate tax, they are generally subject to the Federal income tax in
the hands of the executor and distributees.

Whether the Federal Government would have the power, under the
guise of an estate tax, to tax accretions to the estate, including interest
and other earnings, after the death of the decedent, has never been
determined. However, the law of Montana at one time provided
that the State inheritance tax should be levied on the increase of all
property arising between the date of death and the date of distribu-
tion, and this statute was held by the supreme court of that State to
be a constitutional exercise of the taxing power. (Re Tuohy, 35
Mont. 431.) The law was subsequently repealed. The Maryland
court has held that the income accruing during administration must
be included in valuing the estate, and that the tax shall apply to the
amount of the estate distributed. (Safe Deposit & Trust Co.v. State,
143 Md. 644.)

Attention 1s again drawn to the plan of taxation suggested in
Exhibit U of the Appeadix of this report, in which it is proposed to
levy the tax on the net value of the estate one year after the death
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of the owner, but at a rate to be determined according to the value of
the net estate at the owner’s death.

2. BASIS OF PERSONAL PROPERTY IN CERTAIN CASES

Since the Federal estate tax is based upon the value of the dece-
dent’s estate at the time of his death, any increment to the estate
after such date and before distribution of the property escapes this
tax. Whether such increment is reached under the income tax
depends upon the basis of valuation which the property takes in the
hands of the taxpayer. If the basis for purposes of the income tax
is the value of the property at the death of the decedent, the incre-
ment is taxed; but if the basis is the value at the time of distribution,
the increment up to that date escapes the income tax.

Under the revenue act of 1932, the basis for determining gain or
loss, for income-tax purposes, on the sale or other disposition of prop-
erty transmitted at death, is, in the following cases, the fair market
value thereof at the time of the death of the decedent:

(1) Where personal property was acquired by specific bequest;

(2) Where real property was acquired by general or specific devise,
or by intestacy; .

(3) Where the property, real or personal, was acquired by the

decedent’s estate from the deceased.

In all other cases, if the property was acquired by will or intestacy,
the basis is the fair market value of the property at the time of dis-
tribution to the taxpayver.

Included within the phrase ““all other cases’’ is personal property
acquired by general or residuary bequest. Thus, where a trustee
acquires personal property by general bequest, the basis of the prop-
erty, on a sale by him, is the value at the time of distribution to him.
The basis to the executor, in all cases, is the value of the property at
the date of the decedent’s death.

Oftentimes, the executor and trustee under a will are one and the:

same person. Thus, in the case of a general bequest of personal
property, he is in a position to make use of one basis of valuation

or the other according to which will most benefit the estate. The:

trustee, of course, may use a later basis than the executor, and where
it is desired to sell personal property subjeet to a trust during the
period of administration, the executor-trustee may determine whether
1t would be most advantageous to sell as executor or as trustee. Where
the personal property has increased in value in the hands of the
executor, under a general bequest, the property may be distributed
to the trustee, who may use the higher basis in computing gain or
loss on the sale, thereby diminishing the taxable increment and greatly
reducing or entirely avoiding the income tax.

The theory upon which the distinction is made between personal

property subject to a general bequest and that acquired by specifie-

bequest is that for practical purposes a specific legatee acquires the
property substantially at the date of the decedent’s death, but the
general or residuary legatee acquires it for practical purposes only
when it is distributed. This theory was first adopted by Congress
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in the revenue act of 1928, and was advanced by the Court of Claims
in the Matthiessen case (65 Ct. Cl. 484).

It is interesting to note that the United States Supreme Court in
a later case (Brc\\ ster . Gage, 280 U. S. 327) held contra to the Court
of Claims theory. The question was as to the basis of certain stocks
sold by a residuary legatee. Under the applicable revenue acts
(acts of 1918 and 1921), the basis was the value at the date of acquisi-
tion, and the taxpayer contended that such date was the time of
distribution to him. The Treasury regulations interpreted the word
‘“acquisition’’ as meaning the date of the testator’s death, and this
position was sustained by the eourt. In its opinion, the court stated
that while title to personalty does not immediately vest in the heirs
or legatees, they acquire immediately on the death of the owner
a right to their distributive share, the title to which, on distribution,
relates back to the date of his death. It was further stated that
Congress had the power to fix the basis of personal property as the
value at the date of the decedent’s death, and that there was nothing
in the acts in question to show a contrary intention.

Since Congress has changed the law, the decision in the Brewster
case is not applicable under the 1928 and 1932 revenue acts. Hence,
if it is desired to prevent the avoidance of income taxes now resulting
through allowing, in effect, an election of basis of value according to
the benefit to the estate, 1t will be necessary to amend the present
income tax law.

3. COMMUNITY PROPERTY STATES

Under the community property system, which, as has previously
been pointed out, exists in eight of the States, only one-half of the
property of a decedent is included in his estate, the surviving spouse
being the owner of one-half the community property. The Federal
Government, being bound by the property laws in the several States,
is thus denied the power to tax more than half the estate of a decedent
at his death. This results in making the Federal estate tax consid-
erably less than half what it otherwise would be, due not only to the
fact that the estate is cut in two but also on account of the progressive
rate schedule. On a net estate of $200,000, for example, the Federal
tax (after credit for State death taxes) is 8>8 300 in & noncommunity
property State, and $1,500 in Idaho, which has the community
property system On a $1,000,000 estate, the respective taxes are
$84,300 and $32,500, Of course, the remaining half of the estate is
taxed when the surviving spouse dles, but the total tax is still much
less than it would have been had the whole estate been taxed at one
time.

There is one slight advantage to the Government in a community
property State, however in case the wife dies first. In such event,
one-half the husband’s estate becomes subject to tax as belonging to
the wife, even though she had no part in its production and had no
other property of her own. This apparent advantage 1s more than
offset by the fact that when the second half of the estate is levied upon
it is taxed at lower rates than if the two portions had been taxed

156838—33——10
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together. This may be illustrated by the following example, in which
the wife is the first to die, having no separate property of her own:

Size of net estate

$200,000 | $10,000,000

Tax on death of wife:
(815717310800 s 0l 1 51) 12 U Ay el e o S S RC NIt $1, 500 $757, 000
Nonommunity property State... 0 0
Tax on death of husband:

Community property State..._... 1, 500 757,000

Noncommunity property State.. ... 8,300 2, 026, 900
Total tax:

Community property State. - - - e 3, 000 1, 514, 000

Noncommunity DEeDertY State . oo e 8, 300 2, 026, 900
LosstoGovernments oo . o oo 5,000 512, 900

The same situation pictured above would occur if the husband died
first, except that in the noncommunity property State the Federal
Government would collect the whole tax at once without having to
wait for the death of the wife.

The general question of community property is discussed in Part
IV of this report.

4. LEGAL METHODS BY WHICH THE ESTATE TAX MAY STILL BE DIMINISHED

From a legal standpoint, tax avoidance, as distinguished from tax
evasion is permissible, and has received the sanction of the courts.
For example, the Supreme Court of the United States, in a case
coming up under the stamp act of 1862, which imposed a tax of
2 cents on checks drawn for an amount in excess of $20, said that the
practice of giving several checks in amounts of less than $20 to pay a
larger bill was a legal avoidance of the tax.

Most of the early death tax statutes took no cognizance of gifts
causa mortis or of transfers in contemplation of death, and these
means were often resorted to in order to escape the tax. dJoint
estates were also used for this purpose. Gradually, these forms of
transfer were comprehended in the taxing statutes. The creation of
trusts has been resorted to as a means of avoiding death taxes, but
most statutes have been so amended as to restrict their use somewhat.

If a person has a power of appointment with respect to certain prop-
erty of another, the property subject to the power must be included in
his estate if the power is general and if it is actually exercised. Thus,
to escape the tax, the donee need only to fail to exercise the power.
The tax may also be avoided if the donee of the power makes an
appointment in his lifetime by a deed not made in contemplation of
death and not intended to take effect in possession or enjoyment at
or after this death, provided he has the power to appoint by such
means. A bona fide sale of the property by the donee for an ade-
quate and full consideration also makes unnecessary the inclusion in
his estate of the property subject to the power.

Bequests to public, charitable, religious, and similar institutions are
not taxable as a part of a decedent’s estate. If the entire net estate is
given to charity the estate is not subject to tax, and to the extent that
gifts are made to such institutions the net taxable estate is diminished,
and, due to the progressive rates of the tax, the amount of the tax is
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more than proportionately reduced. Prior to the revenue act of 1932,
it was possible for a decedent to give his residuary estate to charity
and for his estate to take full the deduction therefor against the gross
estate, although the eharity might in fact get nothing, or at least much
less than the actual amount of the residuum, due to the fact that the
estate tax probably would be paid out of it. The statute has now
been changed so that the amount of the tax must be subtracted from
the deduction in such eases.

Before the enactment of the present cift tax the estate tax could
be avoided by the owner of property making outright gifts to intended
beneficiaries in his lifetime. The gift tax was enacted largely to
prevent this avoidance, but since the rates are about one-fourth less
than those of the cstate tax they provide an inducement for the
owner of property to give it away before he dies. Moreover, in
addition to the general exemption of $50,000 allowed against the total
gifts made by the decedent after the effective date of the tax, gifts
to any person in any one year not in excess of $5,000 are not taxed.

Life insurance taken out by a decedent on his own life and payable
to beneficiaries other than his executor or trustee for the benefit of
his estate, is exempt from the estate tax to the extent of the first $40,-
000 of the total amount thereof. Where the policies are not taken
out by the decedent, but some other person insures his life, the
proceeds are not taxable as a part of his estate regardless of the
amount involved. As to what would be the effect if the insured, in his
lifetime and not in contemplation of death, made an assignment of his
policies is open to question. Such an assignment would hardly come
within the regulations of the Bureau of Internal Revenue covering
insurance, which require the inclusion in the estate of policies of
msurance where the decedent, during his life, retained any of the legal
incidents of ownership. This opportunity for av oxdance 1S NOW ap-
parently prevented by the gift tax.

Insurance trusts are often resorted to for the purpose of escaping
the estate tax, the insured delivering his policies to a trustee, giving
the latter the power to ecollect the proceeds at his death, to invest
and reinvest the proceeds, and distribute the income and principal
to designated persons in accordance with the trust agreement.
Sometimes the donor agrees to pay the premiums and sometimes
sufficient income-producing property is turned over to the trustee
for this purpose. Trusts for the benefit of the estate of the donor
are naturally subject to tax, and in other cases their taxability
depends upon the control of the donor over the policies. The reser-
vation of the right to change beneficiaries has been held by the
Supreme Court to be the same as a right to revoke, and in either
case the transfer is not complete until the death of the transferor
and hence is taxable.

In the case of trusts of other property a similar rule applies, the
transfer being taxable as a part of the donor’s estate if the enjoyment
thereof was subject at the date of the donor’s death to the exercise
of a power to alter, amend, or revoke, or where such a power was
relinquished in contemplation of death. While property transferred
under an irrevocable trust may escape the estate tax, it is, however,
subject to the gift tax. A trust made in contemplation of death
or to take effect in possession or enjoyment at or after death, though
irrevocable, is, of course, taxable. For a full discussion of the ques-
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tion of trusts, including recent amendments to the estate tax law
relating thereto, see Part IV of this report.

D. RELATION OF DEATH DUTIES TO THE ACCUMULATION OF WEALTH

The fundamental economie theory upon which the death tax is
based is that every person enjoys only a life interest in the property
which he aequires in his lifetime and that upon his death the State
may claim the whole of his estate. Having the power to take all of
the estate, the State may regulate its distribution by taking such
portion as it may desire, and it may acecord to the persons named in
the decedent’s will the privilege of taking such portion as he may
designate, or, in the absence of a will, such share as the State shall
provide. It will be recalled that the rwht to devise property by will
1s a right given by the State, and that ‘several foreign countries con-
sider ably restrict this right.

Jeremy Bentham, the English jurist and philosopher, fathered the
1dea of abolishing intestate succession except between near relatives,
while John Stuart Mill, following him, favored restriction of the
amount which anyone might receive either by will or inheritance.
In his book on Principles of Political Economy, Mill contends that
private property means only the guaranteeing to mdividuals the fruits
of their own labor and abstinence, and not that of others transmitted
to them without any merit or exertion of their own. Thus we have
the basis for the rising tide of agitation in this country for the limita-
tion of inheritance through death taxes.

There are two schools of thought regarding the mposition of death
duties, one basing their use on the need for revenue, the other on the
ground of social reformi.  When death taxes were first imposed in this
country the rates were so low that obviously their purpose could not
have been the leveling of great fortunes. As a matter of fact, at
that period there was little aceumulation of great wealth in the hands
of a few. Moreover, the first death taxes generally applied to collat-
eral heirs only, most States exempting direct heirs from the tax.

Theodore Roosevelt, when President, projected the social purpose of
high death taxes into the f(ield of dlscussmn In a speech made in
1906, he stated that the country would ultimately have to consider
some scheme, such as a progressive tax, to put 1t out of the power of
the owners of enormous fortunes to hand on more than a certain
amount to any one individual. Under his leadership, the Progressive
Party, in its platform in 1912, favored the leveling of large fortunes and
the prevention of the concentration of wealth. The plank was as
follows:

We believe in a graduated inheritance tax as a national means of equalizing the
obligations of holders of property to government; and we hereby pledge our party
to enact sueh a Federal law as will tax large uﬂlcntances returning to the States
an equitable percentage of all amounts collected.

In his advocaecy of limiting inheritance by death taxes, Mr. Roose-
velt had on his side one who from the large amount of his wealth,
might be expected to be on the other side of the proposition, namely,
Andrew Carnegie, the multimillionaire steel king and philanthropist.
In his Gospel of W ealth, Mr. Carnegie noted with satisfaction the
growing tendency to tax more and more heavily the large estates left
at (leath and favored going much further in that duectlon under a
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plan of progressive rates. In an article entitled “My Partners, the
People,” Mr. Carnegie gives further light upon his philosophy, stating
that he could sce no reason why, at the death of its possessor, great
wealth should not be shared by the community, which was the most
potent cause or partner in its creation. ‘‘Where wealth accrues
honorably,” he says, ‘“the people are always silent partners.” He
contended that a contribution from the owners of enormous fortunes
at death would do much to reconcile ““dissatisfied but fair-minded
people” to the ‘“‘alarmingly unequal distribution of wealth” arising
from the new industrial conditions and the era of unprecedented
prosperity then existing.

At the first national conference on State and local taxation, held
at Columbus, Ohio, in 1907, cognizance was taken of the possibility
of using the inheritance tax for social as well as revenue purposes. It
was apparent to some, at least, that it would be impossible to accom-
plish this purpose through State death taxes on account of the ease
with which a wealthy person could transfer his residence to a State
having lower death taxes or none at all. The only way a person could
escape a Federal death tax, of course, would be by becoming a citizen
of another country and divesting himself of all tangible property in
the United States. Even investinent in tax-exempt securities would
be of no avail.

Among the representatives at the 1907 conference, there was some
difference of opinion as to the propriety of using the inheritance tax
for the purpose suggested by President Roosevelt. Prof. Joseph H.
Underwood, of the University of Montana, in referring to the Presi-
dent’s position, stated that it was nothing more than an ‘“enforced
logical and practical and statesmanlike recognition of the public rights
in great accumulations of economic and political power.”” He said
that the heir starts in economic power where the decedent left off,
and contended that the same arguments that apply to progressive
taxation apply to highly progressive taxation. Prof. Charles J. Bul-
loch, of Harvard University, felt that a retributive inheritance tax
could only remedy some of the ill effects of the undue concentration
of wealth, and suggested, instead, a removal of the causes. Mention
was made of the possible constitutional aspect of the attempt to reduce
large fortunes by taxation.

The present Federal estate tax was enacted, it will be recalled, in
1916. The avowed purpose of the tax was to raise revenue. No
social reason for its imposition was advanced, and indeed, the fact
that the maximum rate was 10 per cent on the excess of the net estate
over $5,000,000 negatives any such purpose. The rates were slightly
increased in 1917, and in the same year a special war estate tax was
imposed in addition, the maximum rate under the two taxes being
25 per cent. This maximum rate was in effect all during the partici-
pation of this country in the World War. After the war, the maxi-
mum rate was retained at 25 per cent, it being applicable to that
portion of the net estate in excess of $10,000,000. The tax was still
avowedly levied for revenue purposes. The same rates were con-
tinued under the revenue act of 1921.

Under the revenue act of 1924, Federal taxes, in general, were re-
duced to the extent of approximately $500,000,000. But, under that
same act, the estate tax was increased to a maximum of 40 per cent.
Was it done for the purpose of raising revenue? Obviously not.
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Then what was the purpose of this increase? The answer will be
found in the statements of those who advocated and fought.for it.

After the revenue bill of 1924 had been reported to the House of
Representatives with the maximum rates of the former act unchanged,
Representative C. W. Ramseyer, of Iowa, introduced an amendment
increasing the rates to a maximum of 40 per cent. This amendment
was adopted by the House by a substantial majority. In speaking for
his amendment, Mr. Ramseyer gave several ‘‘social”’ reasons for its
adoption. One was to prevent the concentration and perpetuation of
large fortunes in the hands of those who contribute nothing, or very
little, to the creation of them. Another was that the recipients of
large inheritances are enabled to live on the income without effort and
to remain idle instead of doing productive work. He then made ref-
erence to the fact that when a rich man dies his heirs get an ‘“‘economic
power” to command the labor and services of others who did not
have the good fortune to have wealthy ancestors. One of Mr. Ram-
seyer’s statements is as follows:

In this country we do not reeognize inherited politieal power. We do reec-
ognize, and I think rightly, the right of inheritanee of economic power. I would
be one of the last to favor the abolition of all inheritance laws, but I do believe
that the amount of economic power thus to be transmitted to an heir or legatee
without exertion on his part, without his contributing to the welfare of society
and the creation of the fortune he is to enjoy, should by law be limited * * *,

In the revenue revision of 1925-26 a representative of the Amer-
ican Farm Bureau Federation, in appearing before the House Ways
and Means Committee in favor of the Federal estate tax, cave as one
of his reasons for urging its continuation the fact that “at the higher
rates applicable to large estates it tends to redistribute wealth.”
This was a very frank acknowledgment of the purpose of the higher
rates. It may be said, parenthetically, that under the 1926 act, the
maximum rate of the 1924 estate tax was scaled down retroactively
to a maximum of 25 per cent. On estates of decedents dying after
the enactment of the 1926 act, a maximum rate of 20 per cent was
applied.

In reducing retroactively the old rates the Congress, in effect,
expressed its opinion that the 40 per cent maximum was excessive.
Nevertheless, the purpose of fairly substantial maximum rates still
obtained. In 1927 Representative W. R. Green, of Iowa, then
chairman of the Ways and Means Committee of the House of Repre-
sentatives, gave as one of his reasons for favoring the continuation of
Federal estate tax the fact that—

The great estates now extending in some instances to more than $1,000,000,000
are inereasing by leaps and bounds. They are a menace to our institutions, for
their owners have more power than the President himself.

In the revenue revision of 1927-28 a representative of the American
Federation of Labor, in appearing before the Ways and Means Com-
mittee in favor of the Federal tax, spoke as follows:

It should be the American policy to demand that this tax be levied to prevent

in the future the perpetuation and further accumulation of immense fortunes
in the hands of those who did little, if anything, to create them.

The statement of the Seeretary of the Treasury that less than three-tenths
of 1 per eent of our population paid 95.5 per cent of our towal income tax should
warn us that wealth is getting into fewer and fewer hands.
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Goldsmith’s lines—

111 fares the land to hastening ills a prey,

Where wealth accumulates and men decay.
are often heard in the debates in Congress. It must be evident,
therefore, that at least some consideration is given to the ‘‘social”
purpose of the estate tax in its retention by the Congress in spite of
weighty opposition from many sources.

Former Secretary of the Treasury A. W. Mellon, in opposing before
the Senate Finance Committee the high estate tax which the House of
Representatives inserted in the revenue bill of 1924, contended that
the social necessity for breaking up large fortunes in this country did
not exist. He recalled that our forefathers had declined to implant
on this continent the principle of primogeniture, under which the
eldest son alone inherited and properties were kept intact for genera-
tions. He stated that under America law estates are divided equally
among the children, so that in a few generations any single fortune
would be split into many moderate inheritances. Secretary Mellon
urged that monetary success was not a “crime,” but that it added to
the total wealth of the country and resulted in an increase in the
standard of living as a whole. Mention was made of the fact that the
power of Congress in connection with inheritances was limited to the
levying of an excise, and that whether extreme rates could properly be
considered as such would be a question for the Supreme Court.

In addressing the National Conference of Inheritance and Estate
Taxation, in 1925, Hon. Charles S. Dewey, then an Assistant Secre-
tary of the Treasury, uttered a warning against too high death taxes,
stating that it was proper that upon a man’s death his estate should
pay to the Government a portion of his wealth amassed under its
protection, but that this was a different matter from confiscating his.
wealth and thereby depriving him, in his lifetime, of the incentive to
work and accumulate. President Coolidge, in addressing the same
conference, held that the Government should not seek social legislation
in the guise of taxation, and Professor Bulloch, of Harvard, pointed
out that confiscatory tax laws were neither financially successful nor
economically sound.

To summarize, it must be admitted that one thing that has helped
to retain the Federal estate tax has been the fact that at the higher
rates it does tend to redistribute wealth. As long as the rates are not
confiscatory, there can, perhaps, be no general objection to requiring
the estates of wealthy persons to return to the Government, at the
death of the owner, a portion of the property amassed under its pro-
tection and through the patronage of its people. How high the rates
should go is a matter of judgment. Where the decedent has his
fortune in cash and bonds there is practically no economic disturbance
when the State takes a large share. Where the decedent has his
fortune all in one large going business, there may be unfortunate
economic disturbances when the State takes too large a share, for the
control of the business will pass into inexperienced hands which may
wreck this particular industry. It would appear that if death tax
rates are to be fixed from social considerations, the problem should be
approached with the idea of arriving at a fair average rate which
will not bear too heavily on any ordinary type of estate. Moreov er,
the inequities of the estate tax in comparison with those of the in-
heritance tax become more pronounced when very high rates are used.
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E. THE DEATH TAX F1ELD-——WHO SHOULD OCCUPY IT?

We have observed that from the earliest times the sovereign has
exercised the right to regulate the disposition of property at the death
of the owner, and that as a corollary to that right death taxes have
been levied upon the estates of decedents or upon the shares distrib-
uted to the beneficiaries.

In the United States, the power to regulate the descent and distribu-
tion of property lies with the several States. The Federal Govern-
ment, being one of designated powers, has no such right. Neverthe-
less, Federal death duties, in one form or another, have been imposed
from time to time since the Colonial period. How can they be
justified?

Under the Constitution, the Federal Government has the power to
““lay and collect taxes,” and this power has been held by the Supreme
Court to authorize the imposition of Federal death duties. While
State inheritance taxes are based upon the right to regulate the
distribution of property, the occasion for the Federal tax is the
transmission or receipt of property at the death of the owner.

Notwithstanding the fact that the Federal Government has the
“power”” to occupy the field of death taxation concurrently with the
States, it has been strongly urged that it should abandon the field in
their favor. The argument is made that since the right of inheritance
is controlled by the States, there is no logical basis for the Federal tax.
Historically, it is said, the Federal Government has used the estate
tax only in emergencies and not as a permanent policy. It is con-
tended, further, that death taxes are more readily collectible by the
States, and that Federal taxation involves duplication in machinery
and a usurpation of State revenues. Another argument used is that
the Federal tax system is fairly well diversified, while State and local
revenues lie on altogether too narrow a base, and that hence the estate
tax field should be left to the States. Many of the other arguments
used against the Federal estate tax may be said to apply equally
against any taxation of estates whatever, even by the States. These
arguments will not be discussed here, however.

On the other hand, in behalf of the Federal estate tax, it is urged that
without the Federal Government in the field, State death taxes would
be ineffective and would disintegrate because of competition among the
States; that since wealth is not created in one locality but from all
over the Nation, the whole country should share in the taxation thereof;
that the Federal tax is a necessary corollary to the income tax, since
complete avoidance of taxation through investment in tax-exempt
securities can not be effected under the estate tax and since apprecia-
tion in the value of property is reached by the estate tax; and that it
would be better to have one tax on estates than 48 separate tax
systems. The latter argument is one used in support of the exelusive
occupation of the death tax field by the Federal Government.

The present Federal estate tax dates from 1916, and with the
amendments made from time to time it Lhias been in effect continuously
ever since. At the time 1t was first enacted only {ive States had no
death duty in any form, and the entry of the Federal Government into
the field consequently meant a deuble burden in almost every State.
The Federal tax was levied for revenue purposes, the necessity for
which arose out of the increased expenditures for national defense.
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Whatever apology was needed for the adoption of this form of taxa-
tion by the Federal Government appears in the report of the Ways and
Means Cominittee 1n submitting the revenue bill of 1916 to the House
of Representatives. The report states that the inheritance tax laws
of the various States had never been a very large source of revenue,
and compares the total receipts in all the States in which an inheritance
tax was levied with death tax receipts in Great Britain. It was shown
that while collections in the States totaled only $28,000,000 in 1915,
Great Britain, in 1914, realized $132,000,000 from death duties.
Apparently it was felt that whatever additional burden might be
imposed by the Federal tax, the estates should well be ahle to bear it.

The weakness in the State inheritance tax systems had been in the
fact that in only 12 States did the tax extend to lineal heirs, and then
it was but a nominal one. No great amount of revenue was realized,
therefore, because the larger part of most estates was distributed tax-
free to lineal heirs. Congress decided that a moderate Federal tax on
the whole estate would, together with the inheritance taxes imposed
by the States, make a logical tax structure. Estimates made at the
time indicated that about $50,000,000 would be realized from the
tax by the Federal Government in a normal, full year of operation,
making the total collections in this country still much less than in
Great Britain.

When the Federal tax was imposed in 1916, it was met with vigorous
opposition on the part of the States on the ground that it constituted
an interference with State revenues and State rights. Experience has
since shown, however, that the Federal tax has actually stimulated
State collections.

By 1924, receipts from the Federal tax had risen to over $100,000,-
000, the rates having been raised somewhat in the meantime. Never-
theless, it was urged that the rates should be still further increased.
One Member of Congress pointed out that Great Britain, in 1923, had
collected nearly $232,000,000 in death taxes, and that as the national
wealth of that country was only from one-third to one-fifth that of the
United States, we could collect from $600,000,000 to $1,000,000,000
from death taxes with Great Britain’s rates.

It will be recalled that the Federal estate tax was increased in 1924
to a maximum of 40 per cent, although in 1926 the rates were retro-
actively reduced to a maximum of 25 per cent. However, it was
urged in 1924 that there were two compelling reasons for the imposi-
tion of taxes on the privilege to inherit or receive property, viz: (1)
as a much-needed source of revenue and (2) as a means of preventing
the perpetuity of large fortunes and the concentration of wealth in
the hands of a few who contributed little or nothing to its accumula-
tion.

When the argument was advanced that the increase 1n rates would
result either in driving the States from the death tax field or in an
intolerable burden of double taxation, provision was made in the 1924
revenue act for credit against the Federal tax of any death taxes paid
to the States, up to 25 per cent of the Federal tax. This credit was
increased to 80 per cent under the revenue act of 1926.

It was felt that with the Federal Government levying an estate tax,
with substantial credit allowed against it for State death taxes, there
would be more uniformity in the death tax burden. Otherwise, some
States would have no death taxes at all, others would impose very low
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rates, and still others somewhat higher rates. In favor of the Federal
tax, it was said that if it were to be abolished, the States would be able
to impose only nominal inheritance taxes, since wealthy people would
take up their residence in States having no such taxes or where the
tax was the lowest. It was also argued that the abandonment of this
field of taxation by the Federal Government would create intensive
competition hetween the States to induce rich men to take up residence
within their respective jurisdictions, and would encourage States
with inheritance taxes to repeal them for their self-protection. Thus,
the Federal tax was held up as a means of protecting this source of
revenue for the States.

As a practical matter, the result of the 80 per cent credit provision
has been to increase greatly the State revenues from death taxes,
since practically every State has now amended its law so as to reap
a portion of the revenue which would ordinarily be collected by the
Federal Government. Thus, instead of the Federal Government
realizing the entire amount of the tax which it levies, a minimum of
20 per cent thereof is collected, since the States, almost without ex-
ception, have made their rates approximately equal to 80 per cent
of the Federal tax under the revenue act of 1926.

Through the credit provision, the Federal Government, in effect,
says to the States: “We are going to insist upon the collection of a
certain tax from the estates of decedents, and accordingly will levy
a Federal estate tax. However, in order to avoid double taxation,
we will permit a credit to be taken against our tax, up to 80 per
cent thereof, for any death taxes paid to the States. The estates,
however, will only get credit for the amount of State taxes actually
paid. Therefore, if your taxes do not happen to equal 80 per cent
of the Federal tax, the Government will collect just that much more
than the minimum of 20 per cent it expected to get. However, if
you wish to bring your rates up to SO per cent of our tax, you can
colleet that much more revenue without the estates having to pay
any more tax then they otherwise would. In other words, the entire
death tax field, up to 80 per cent of the Federal tax, is yours if you
are to use it.”’

Due to this eredit provision, it could not be said that the Federal
Government under the revenuc act of 1926 was taking away from
the States any substantial portion of their rightful revenues. On the
contrary, 1t was making it possible for the States to collect more in
death taxes than they could possibly realize if they were left to com-
pete among themselves. This fact goes far toward justifying the
Federal levy, and should answer a number of areuments made against
it. The death tax field, moreover, is a fruitful one. In the past,
the States have shown a disposition not to tap it to the full extent
of its capacity to bear taxation. Reference has already been made
to the fact that in 1915, before the Federal tax was enacted, the
States collected only $28,000,000 from death taxes. In 1930, the
State revenues from this source were over $180,000,000. Neverthe-
less, it must be pointed out that the SO per cent credit provision may
inaugurate a dangerous principle inasmuch as its use applied to other
subjects of taxation might effectually coerce the States into enacting
tax legislation which they might not want.

Prior to the enactment of the revenue act of 1932, there was no
double taxation where the State death tax did not excced S0 per cent



COMMENTS AND SUGGESTIONS 149

of the Federal tax under the revenue act of 1926. This is still true,
in a literal sense, even with the enactment of the additional estate tax
under the act of 1932, against which no credit is allowed for State
death taxes. The total Federal tax will, of course, be greater, but if
the State taxes remain uncnhanged, and do not exceed 80 per cent of
the tax under the 1926 act, full ecredit will still be allowed against the
total Federal tax for State death taxes paid. Whether this additional
estate tax will permanently remain in our Federal tax structure, is, as
vet, uncertain.

The repeal of the Federal estate tax imposed by the revenue act of
1926 would automatically result in the abolition of many of the State
death duties, particularly those levied for the express purpose of taking
advantage of the 80 per cent credit provision. This is due to the fact
that most of the States have both a basic tax and an additional tax,
the latter being iniposed for the purpose of bringing the State tax up
to 80 per cent of the Federal tax. It is often provided, in respect of
the additional tax, that it shall become null and void upon the repeal
of the Federal tax or the SO per cent credit provision. In the case of
Alabama and Florida, the only tax imposed is an estate tax levied for
the sole purpose of benefiting from the Federal credit. Thus, the
withdrawal of the Federal Government from the estate-tax field would
mean the automatic reduction of the total death taxes in more than
one-half of the States, and the complete abrogation of the tax in a
few jurisdictions. It would also immediately reduce the revenue of
many States. The States without death taxes would then becomc
havens of refuge for the ultra rich, who, by investing all their wealth in
tax-exempt seeurities, could not only escape taxation at death but in
their lifetime as well. Unless there is a unified and universal system
of death taxes, there will be none at all. The Federal Government,
alone, can secure the necessary uniformity, unless one model form of
death duty is agreed on by all the States.. As long as there remained
a single State without an inheritance tax, the whole system would be
inequitable from a national standpoint.

Not only would interstate competition cause a virtual collapse of
an inheritance tax system with high rates, but there would be factors
within each State to bring it about. Great wealth, more often than
not, means great political power. This is especially true so far as
concerns the section of the country where that wealth is located.
Its influence might be direct or indirect but in either case there would
be difficulty in passing adequate estate tax legislation in many States.
That the National Legislature is not controlled by the great fortunes
of the country is evidenced by the fact that we have a Federal tax
at rates much higher than any State has ever levied except on collat-
erals, the present maximum being 45 per cent.

The argument that since the States have the exclusive right to
regulate the disposition of property they should have the exclusive
power to tax that disposition, has already been mentioned. In this
contention there is much force, but on the other hand Congress has
the right to lay and collect taxes, and the Supreme Court has held
that a tax on estates is within its constitutional powers. Though it
be conceded that the States have the exclusive power of regulation,
yvet the same property receives many benefits from the Federal
Government, and it is only fair that some contribution should be made
in return for those benefits. Moreover, through investment in tax-
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exempt securities, and otherwise, the property of many decedents
escapes taxation in the lifetime of the owners, as was mentioned
heretofore. In addition, it must be admitted that the great fortunes
of this ecountry were not made within the borders of any one State, but
under our whole national economic system. Is it fair, therefore, for
the State of the owner’s domicile to claim, as against the United States,
the exelusive power to tax his property at death simply because of
his residenee there, when perhaps 99 per cent of his fortune was made
in the other 47 States? Should not the other States, through the
power of the Federal Government to tax the estate, share therein?

The contention that the IFederal estate tax has, in the past, been
used only in times of great emergency is without mueh weight.
There was no war or other great emergency in 1797 when the first
Federal legacy tax was imposed. 1t is true that a similar tax was
imposed during the Civil War, but it was not repealed until 1870.
There was no war in progress in 1894 when, under the income tax
imposed in that yvear, the value of property acquired by inheritance
was included for taxation purposes. This statute was, as will be
recalled, deelared unconstitutional on account of the ineome-tax
features. It is true, also, that during the Spanish-American War a
death tax on personal property was imposed, but it remained in effect
until 1902, and eollections still continued to come in until 1907. The
present estate tax was imposed 1 1916, as has been stated, when the
Nation was not at war, although it was at the time engaged in
strengthening the national defenses. This tax has been in effect
ever since, although the World War ended 14 years ago. But even if
it were to be admitted, for the sake of argument, that Federal death
taxes had been imposed only in time of great cmergency, would this
be any reason why they should not be levied as a permanent tax
if they were otherwise found to be necessary and proper?

Practically, an estate tax is not a good form of taxation for emer-
geney purposes. In the first place, the revenues which are needed at
such times would be slow to come in, due to the fact that it takes a
year to settle an estate and payment of the tax can generally be spread
over a period of several vears. Thus, if a war were to break out which
would last, say, for one year, it w ould be over before the first revenues
would be received. 1f it lasted five vears, receipts would still be com-
ing in at that time from the first year of the operation of the statute.

In the second place, even if the estate tax were to be used only as an
emergency measure, it would be necessary to have it on a permanent
basis so that it might be applied immediately. The administration of
the estate tax involves many complex problems, and a trained foree
of administrators is necessary if it is to be applied with any degree of
success. One of the defects of the Federal revenue system in the
Civil War period was that there was no internal-revenue machinery
in existence. The result was that the Government did not begin to
realize any great amount of revenue until after the war was over. If
the machinery is onee put into operation, however, the estate tax ean
be ineressed or decreased at will, according (o the necessity for
revenue; but even then, the revenues will be slow to respond to any
rate changes, whether up or down. The tax, thercfore, if it is to be
imposed by the Federal Government, should be as much a peace-time
tax as a war tax. Moreover, it would obviously be unfair to impose
the tax only intermittently, since it would then fall on only a very
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small group of the whole population, whereas if it were imposed on a
permanent basis all eventually would come within its scope.

To answer another argument against the Federal estate tax, it is not
true that the first death taxes imposed in this country were levied by
the States. The Federal tax of 1797 has elsewhere been mentioned.
Pennsylvania, in 1826, became the first State to levy a true inheritance
tax. Thus, the first Federal death tax antedated the first State tax by
nearly 30 years.

The argument that the imposition of the Federal estate tax involves
duplication of machinery can be used with even more force against the
State death taxes. It must be remembered that the Federal Govern-
ment has only 1 “machine,” so to speak, while the States, at present,
have 47. Think of the saving in administrative expenses if only the
Federal tax were imposed!

If it be argued that the Federal estate tax deprives the States of
revenue, which, as has been pointed out, it does not, it may be
answered that the issuance of tax-free securities by the States, which
in 1930 amounted to over $17,000,000,000, deprives the Federal
Government of much income-tax revenue. The only way in which
the Federal Government can reach this great wealth is under the
estate tax.

It 1s often said that the States need the revenue more than does the
Federal Government. To answer this assertion, it is only necessary
to state that they arc now getting more revenue from it than they
would be able to realize if the Federal Government were not in the
estate tax fiell.

One eminent authority on taxation a few years ago suggested that
the Federal Government should leave the taxation of estates to the
States since Federal taxes were fairly well diversified, while State and
local taxes rested on altogether too narrow a base. The remedy for
this situation, however, lies with the States. Their field of taxation is
practically unlimited, while Federal taxation is decidedly restricted.
The States have perhaps relied too much upon the general-property
tax, and until the last few years have left unexplored the rich fields of
income taxation, business taxes, and excises. Moreover, it has already
been pointed out that the imposition of the Federal estate tax has in
no way prevented, but on the other hand has encouraged, the impo-
sition of State death taxes.

The question may be asked, “ \What is the proper field of State and of
Federal taxation?”” As each day passes, this question is getting more
and more difficult to answer. As a result of what Professor Seligman
calls “overmastering economic forces’’, the principle of separation of
sources of revenue between the States and the Federal Government
may be said to have largely disappeared. It was once considered that
the States should avail themselves of the sources of direct taxes, such
as the property tax and the poll tax, and that the Federal Government
should impose indirect taxes, such as customs duties, excises, ete.
In recent years, there has been a marked tendency of one to encroach
upon the sources of the other. Indirect taxes, such as customs duties
and excises, were in the past the sole recourse of the Federal Govern-
ment. Real-property taxes are practically inhibited to the Federal
Government on account of the apportionment clause of the Consti-
tution, but these taxes are the chief reliance of the States. Through
a constitutional amendment, the Federal income tax, which is a direct
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tax, has been made available since 1913. Many States also impose
income taxes. The field of indirect taxes is the chief battle ground at
present.  Nearly all the States levy a tax on gasoline in the form of an
excise, or indirect tax. Many have taxes on tobacco, a source of
revenue traditionally belonging to the Federal Government. Many
more examples might be given. Where the duplication and over-
lapping will end, no one knows. So far as the estate tax is concerned,
however, a fairly equitable division of the field has been accomplished
and until further progress is made in regard to the whole question
of encroachment, the present plan will doubtless be continued.

From 1924 until the enactment of the revenue act of 1932, the
presence of the Federal Government in the field of death taxes has
been primarily to insure that a certain minimuam tax is collected from
the estates of decedents. The revenues have been comparatively
small. Should the Federal Government abandon the field entirely?
Should the States abandon it in favor of the Federal Government?
Or should both continue to occupy the field concurrently?

No compelling reason can be set forth why the death-tax field
should be exclusively occupied by either the Federal Government or
the States. Strong arguments can, of course, be advanced in favor
of one or the other, but it appears that the most satisfactory solution
of the problem is to leave the matter in the status quo, at least until
some plan can be evolved for apportioning the entire tax field.

Whatever arguments may be advanced on a theoretical basis in
favor of the Federal Government abandoning the death-tax field,
from a practical basis this should not be done until the States enact
new death duties drafted without reference to the Federal law. If we
should suddenly abandon this field, we would do irreparable damage
to State revenues, for in over one-half the States their additional
estate duties would be automatically eliminated. One solution of the
matter might be to leave the estate-tax field to the Federal Govern-
ment and the inheritance-tax field to the States. In this connection
it 1s pointed out several European countries have both levies; that
is, they tax the estate as a whole and then impose another tax on each
beneficiary’s share.

F. SHOULD THE FEDERAL GOVERNMENT SUBSTITUTE AN INHERITANCE.
TAX FOR THE ESTATE TAX?

Hlsewhere in this report the relative merits of the estate tax and
the inheritance tax are discussed. It is there concluded that while
the estate tax is the simpler and the easier to administer of the two
forms of death duties, the inheritance tax is the more equitable.

In 1916, when the present Federal death duty was first imposed,
Coungress adopted the estate tax rather than the inheritance tax be-
cause it was considered that such a levy could be ‘“‘readily adminis-
tered with less conflict than a tax based upon shares.” (H. Rept.
No. 922, 64th Cong., 1st sess.) At the same time, it was felt than an
inheritance tax, even though imposed at high rates, would prove dis-
appointing in revenue yield on account of the fact that it would
attach only after the distribution of the estate into many smaller
shares. At the time of the imposition of the tax, it will be recalled,
the Government was seeking new sources of revenue. Thus, as
between these two reasons for adopting the estate tax over the inher--
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itance tax, the fact that it would produce more revenue may have
been the more controlling.

In explaining the revenue bill of 1916 to the House of Representa-
tives, the then chairman of the Ways and Means Committee (Mr.
Kitchin) made the following statement:

We levy the tax on the transfer of the flat or whole estate. We do not follow
the beneficiaries and see how much this one gets and that one gets, and what rate
should be levied on lineal and what on collateral relations, but we simply levy
on the net estate. This also prevents the Federal Government, through the
Treasury Department, going into the courts contesting and construing wills and
statutes of distribution.

During the consideration of the revenue bill of 1918, the Senate
amended the measure by substituting an inheritance tax for the estate
tax carried in the House provisions. The House, however, refused to
accept the amendment, presumably for the same reasons that it pro=-
posed an estate tax in place of an inheritance tax in the first instance.
The Senate proposal was to base the tax on the individual shares of
the beneficiaries, but no recognition was to be given to consanguinity,
direct heirs being subject to the same rates as collaterals and strangers.
In 1924, the Senate again attempted to substitute a similar share tax,
but the House once more refused to yield.

Aside from the revenue argument in favor of the estate tax, from
a practical standpoint it appears that a Federal inheritance tax would
bring about many difficulties of administration which the proponents
of such a tax, having regard only for its so-called equities, are given
to overlook. The transmission and receipt of property on the
death of the owner thereof takes place by virtue of the laws of the
several States. The probate of wills, and the administration of the
estates of decedents dying intestate, is exclusively a matter within
their jurisdiction. As long as the Federal Government levies a tax
on the net estate of a decedent as a unit it does not become involved
in matters of probate and administration. With such a tax, it need
not be concerned with the rights of the heirs or beneficiaries, or gen-
erally with the valuation of life estates and contingent interests.
However, with the Federal Government levying a share tax it would
necessarily become directly interested in such matters. Before the
tax could be fixed, the shares of the beneficiaries would have to be
determined in the State courts. In case of dissatisfaction on the
part of the Federal Government with the settlement arrived at, it
might want to appeal some questions to a Federal court, such as
the valuation of the property. There might result an interference
with the jurisdiction of the State courts, a great amount of confusion,
and considerable extra expense in arriving at a settlement.

It is quite clear that the inheritance, or share, tax has a number of
so-called equities existing in its favor. For example, it imposes a
lower tax on direct heirs than on collateral heirs and strangers in
blood. This is eminently fair, and is supported by the custom of
many centuries. It taxes a given share, say $1,000, in a large estate
no more than the same share in a small estate. The inheritance
tax is payable by each beneficiary, but the estate tax is generally
payable out of the residuary estate, and is thus often saddled on a
single beneficiary, perhaps one of the immediate family of the decedent
or even a charitable organization. This is a matter, however, that
can be provided for by the testator in his will, either by setting up



154 FEDERAL AND STATE DEATH TAXES

a separate fund for the payment of the tax or by requiring it to be
ratably apportioned against each heneficiary.

The fact 1s often lost sight of that under our present system of
death taxes, with most of the States imposing share taxes as their
basic levy and with the Federal Government imposing a tax on the
estate as a unit, recognition is still given to consanguinity and dis-
tribution. It is true that the Federal tax gives no such recognition,
but when it is added to the State inheritance levy, the direct heirs
will be found in many cases to be bearing a lichter burden than col-
laterals, and collaterals a lighter burden than strangers in blood. Let
it be assumed, for example, that a $150,000 estate is divided by the
decedent into three shares, éne-third going to his sons, one-third to a
collateral relative, and one-third to a stranger in blood. The State
inheritance tax on the son’s share will probably be in the neighborhood
of $500 on the average; that on the collateral relative’s share about
$1,500; and that on the share of the stranger in blood about $3,000.
The present IFederal tax on an estate of $150,000, after deducting the
exemption and allowing the credit for the State death taxes, would
be $4,600. If this tax were apportioned against each of the three
shares, it would amount to $1,533.33 in each case. Thus, the total
death tax burden on the son, the collateral heir, and the stranger,
respectively, would be as follows:

Son:
State inheritanee tax_ _ ______________________________ ______ $500. 00
Share of Federal tax_____ ___ . ____ . il ey 65
Total - L OGN
Lollateral heir:
State inheritance tax__ _____________________________________ 1, 500. 00
Share of Federal tax_ __:_ __________________________________ 1,5533833
Total . o e 3,033. 33
Stranger in blood: i
State inheritance tax__ _____________________________________ 3, 000. 00
Share of Federal tax_________ _______________________________ 1, 533. 33
Totals L 4, 533. 33

It is therefore apparent that when the Federal and State death
taxes are considered as a unit, which for all practical purposes they
are, the burden is usually lichter on direct heirs than on collaterals
and strangers, in most of the States. This relief in favor of con-
sanguinity is more marked in the case of the smaller estates than in
the larger ones, and in the case of estates located in States having an
inheritance tax with no additional estate tax.

Under the estate tax, discrimination in rates in favor of direct heirs
1s, of course, impossible. [t has been pointed out in the preceding
paragraphs that this fact still permits of a disecrimination when the
total Federal and State tax is taken into consideration. But, it may
be asked whether this discrimination is as important as is generally
supposed. It is possible, of course, to male some discrimination in
favor of direct heirs by exemptions.

The principal reason, perhaps, for imposing more favorable rates on
direct heirs is that a man should not be penalized for making adequate
provision for his dependents. However, as long as the Federal exemp-
tion is kept sufficiently high, this principle can be carried out just as
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effectively as by discriminatory rates. If the exemption is sufficient
to leave undisturbed so much of the estate as is necessary for support
of the decedent’s family, it makes little difference how high the rates
are above the exemption. Of course, such an exemption benefits
strangers participating in the estate as well as the direct heirs, but
they can be adequately taxed under the State inheritance tax. How-
ever, the possibility of making some provision in the estate tax for
direct heirs is suggested in another part of this report.

So far as regards the distribution of the tax among the beneficiaries
of an estate, the whole matter, as has been pointed out, is within the
control of the testatorin making his will, whether under an inheritance
tax or an estate tax. By properly drawing his will, the testator can,
for all practical purposes, convert an inheritance tax into an estate
tax if he chooses, leaving each beneficiary the desired amount and
providing for the payment of the tax out of the residuary estate. On
the other hand, an estate tax can, in effect, be converted into a share
tax if the testator requires in his will that the tax be deducted pro
rata from the share of each beneficiary. The estate tax can be ascer-
tained at once after valuation of the estate, and if the testator himself
has a fairly accurate account of his property he can determine in
advance the total burden on his estate and carry out his precise inten-
tions as to the net amount which he desires each beneficiary to receive.

Aside from the practical advantages favoring the imposition of the
estate tax by the Federal Government rather than an inheritance tax,
there are several important theoretical considerations. If the estate
of a decedent may be said to owe an obligation to the Federal Govern-
ment, it is an obligation that attaches to the estate as a unit and not
to the distributive shares. 1If the estate has escaped its fair share of
taxes in the lifetime of the owner, the Federal Government should col-
lect those “back taxes’ by levying on the total property left by the de-
cedent, not on the shares received by the separate beneficiaries. If the
Government is to collect substantial revenue from the tax, it must be
levied before the estate is divided and the taxable shares diminished
by exemptions and brought under lower brackets of the progressive
rate schedule, unless the schedule of inheritance tax rates are to be
substantially greater than the estate tax rates. Moreover, if the
death tax is to reach the unearned increment of property, such as the
increase in land values, the increase in the value of stocks, etc., which
is not reached under the income tax if the property is not sold in the
lifetime of the owner, the tax should be applied before the property
1s distributed.

From a practical standpoint, it would seem that the estate tax is
best adapted for use by the Federal Government, and its imposition
is not unsupported by theory. Its simplicity, its case of adminis-
tration, and its larger revenue yield are factors which strongly influ-
enced its adoption 1n the first place and which still favor its retention.
It is true that the inheritance tax appears somewhat more equitable,
but the possibilities of incorporating into the estate tax some of the
equitable features of the inheritance tax should not be overlooked.

G. REVENUE POSSIBILITIES OF DEATH DUTIES

The national wealth of this country has, in recent years, been
estimated to be in the neighborhood of $360,000,000,000. Therefore,
156838—33——11
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if we assume that property devolves on the average of about once in
35 years, 1t would appear that about $10,000,000,000 in gross value
of property must devolve annually. The transmission and receipt
of this property constitutes a legitimate and fruitful source of revenue.
At the present time the Federal Government and all the States except
one (Nevada) are making use of it as such. To what extent, however,
does this property bear a burden of taxation in proportion to its
capacity to pay?

In 1930, the States collected a total of $180,000,000 from death
taxes and the Federal Government about $65,000,000, making a total
of $245,000,000 realized from this source in the United States. The
combined tax of the Federal and State Governments was, therefore,
about 2% per cent of the estimated total amount of property which is
assumed to devolve each year. In other words, if this property were
invested so that it earned only 2% per cent interest, the total death
tax burden could be paid in one year without taking any of the capital.

In its fiscal year ending March 31, 1931, Great Britain collected
£82,600,000 (about $413,000,000) from death duties. It is estimated
that the national wealth of Great Britain is about one-third that of
this country, or approximately $120,000,000,000. On this basis,
assuming again that property devolves once in 35 years, the amount
passing annually would be of the value of about three and one-half
billion dollars. Thus, the British tax in 1931 would have been about
12 per cent of the total value of the estates. The rates of the British
death duties are, of course, comparatively high and the exemptions
quite low. In this country, the combined Federal and State rates are
fairly low on the smaller estates and the exemptions are quite large.

The relation of death taxes to the total tax burden in Great Britain
and the United States is shown in the following table:

Death taxzes in the United States and Great Britain

: Per cent of total
Death tax collections Siterralinere
Fiscal year Diited Stat
nited States T
> i1q:-| United Great
(F eggi\é)and Great Britain StatesRREIE R

$46, 115,000 | $155, 960, 000 3.8 8.0
88, 885,000 | 158, 675, 000 2.1 6.3
129,919,000 | 154, 000, 000 2.9 4.9
168, 283,000 ( 213, 800, 000 2.8 5.9
219, 746,000 | 235, 905, 000 4.1 6.8
209, 922,000 | 262, 605, 000 5.2 10.1
201, 898, 000 | 282,475, 000 5.7 11.8
186, 664,000 | 287, 785, 000 SN0 13.2
192, 593,000 | 294, 585, 000 5.2 13.3
212,093,000 [ 306, 650, 000 5.2 14.3
212, 531,000 | 337,160, 000 5.0 16.9
192, 686,000 4 384, 923, 000 4.5 18.3
-| 210,489,000 | 404,673,000 4.6 19.8
245, 564, 000 395, 529, 000 4.5 19.6
.............. 415,464,000 |- oo 19.3

The foregoing table discloses that while Great Britain has, in recent
years, been realizing approximately one-fifth her total tax revenues
from death duties, in this country the Federal and State Govern-
ments combined have raised less than one-twentieth of their total

taxes from this source.
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As between the Federal Government and the States, the relation
of death tax collections to total taxes levied has been as follows:

Federal and State death tazes

Per cent of total

Collections taxes

Year

Federal State Federal State
______________ $28, 784,000 | ________ 7.9
______________ BOSTHEE00) 3| S 8.4
$6, 077, 000 40, 038, 000 0.8 9.8
47, 453, 000 41, 432, 000 1.3 9.0
82, 030, 000 47, 889, 000 2.1 9.0
103, 636, 000 64, 647, 000 1.9 9.2
154, 043, 000 65, 703, 000 3.4 9.0
139, 419, 000 70, 503, 000 4.4 8.2
126, 705, 000 75, 193, 000 4.8 8.2
102, 967, 000 83, 697, 000 3.7 8.2
101, 422, 000 91, 171, 000 3.9 8.2
116, 041, 000 96, 052, 000 4.1 7.6
100, 340, 000 112, 191, 000 3.9 8.3
60, 087, 000 132, 599, 000 o 8.8
61,897,000 | 148, 591, 000 2.1 9.2
64, 770,000 | 180, 794, 000 2Ll 10.1
48,078,000 {--cccoooooo 1 QN S RRER

While the relation of death taxes to total taxes in all the States
combined has been fairly constant, there is great variation in this
relationship within the various States. In Rhode Island, in 1930, the
death tax receipts constituted 39 per cent of the total taxes levied;
in Massachusetts, 26 per cent; in New York, Pennsylvania, and
Illinois, 19 per cent; in California, 13 per cent; in Colorado, 6 per
cent; in Towa, 3.5 per cent; in Texas, 1 per cent; and in Mississippi,
three-tenths of 1 per cent. It must not be assumed, of course, that
the rates in these States vary accordingly, because they do not. It
so happens that of the total taxes necessarily levied, the amount
received from death taxes made up the indicated percentages of the
whole. Also, the relative size of the estates of decedents dying in
the respective States naturally has something to do with the amount
of revenue received, and the foregoing percentages will show con-
siderable change from year to year.

Since 1924, the revenues of the Federal Government from the estate
tax have been decreasing because of the credit allowed by the Federal
law of that year for death taxes paid to the States. At first, a credit
was permitted up to 25 per cent of the Federal tax, but in 1926 it was
increased to 80 per cent. This credit, which is now fully effective
upon the receipts, has caused considerable shrinkage in the Federal
collections. To take full advantage of the credit, the States, almost
without exception, increased the rates of their death taxes up to 80 per
cent of the Federal tax under the act of 1926, and their receipts have
correspondingly increased.

The additional Federal estate tax imposed by the revenue act of
1932, against which no credit is allowed for State death taxes paid,
will undoubtedly considerably increase the Federal revenues from this
source. Its effect will not be fully felt, however, until the fiscal
year 1934, since itdid not become effective until June 6, 1932. Under
the law, the tax is not due until one year after the decedent’s death,
and the time for payment may be extended over a period of eight
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years. The Treasury Department estimates that in the first full year
of operation—that is, the fiscal year 1934—it will produce an additional
revenue of about $135,000,000. Estimates made by the sponsor of
the law place the anticipated revenue yield much higher. The
Treasury figures were based on current depreciated values, and in a
normal year the revenue yield will undoubtedly be considerably
greater. Taking the Treasury estimate, however, which is admitted
to be conservative, the total death tax burden, State and Federal,
will be in the neighborhood of $400,000,000 when the new rates are
fully effective. This will be approximately the amount collected in
Great Britain, which has one-third our population and wealth.

Under the British tax, only estates of less than £100 (about $500) are
exempt.” Under our Federal tax, the exemption is $100,000 under the
1926 law and $50,000 under the additional tax imposed by the 1932
law. The State exemptions are somewhat lower. The total death
tax rates in this country, under the existing laws of the States and the
Federal Government, nearly equal the British rates in the case of the
larger estates. The maximum British rate is 50 per cent and the
maximum Federal rate is 45 per cent. On the basis of comparative
national wealth, our receipts would be three times those of Great
Britain if we adopted similar rates throughout. The discrepancy is
due to the difference in the exemptions and higher British rates in the
lower brackets. Great wealth is the exception and not the rule, and
when the smaller estates are eliminated through exemptions, the base
naturally becomes considerably narrowed. This is especially evident
in the case of the Federal estate tax, when it is considered that during
the years 1927 to 1930, inclusive, the average number of estate-tax
returns filed was slightly in excess of 10,000 for the entire United
States.

In the calendar year 1930 the number of returns filed by resident
decedents was 8,798, and by nonresidents 1,584. Of those filed by
residents, the number in each class was as follows:

Federal estate-tax returns, 1930 (resident decedents)

Size of net estate after $100,000 exemption:
Returns filed but no net taxable estate—

Gross estates under $50,000. _ _ ___ . ____________._ 56
Gross estates over $50,000_____ _ . __ . ___ . __.____ .. 1,714
Net taxable estate—
Under $50,000_ - - 2, 258
$50,000 to $100,000_ - _ -~~~ __________ . 1, 236
$100,000 to $200,000_ - -~ -~~~ o _____ 1,235
$200,000 to $400,000_ - - _______________ o _____ 1, 006
$400!00080S600,0002 2 S8 8 S EE 425
$600,000 to $800,000_ _ _ __ o _____._ 257
$800,000 t0:SIH000;000 . _ - - -« mes o0 D . 132
$1,000,000 to $1,500,000. - __________________ . ____.__. 190
$1,500,000 o $2/000/D00 - -~ - 8 _ 2 0 R 98
$2,000,000 to $2,500,000- - - - _ o ____. 57
$2 500 000 to $3,000,000_ _ _ . 35
$3,000,000 to $3,500,000__ 13
$3,500,000 to $4,000,000- - - 16
$4,000 000 to $5,000,000__ . 28
$5 000,000 to $6,000,000__ - 8
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The number of estates and the amount of property not subject to
the Federal tax can be approximated by reviewing the returns filed.
For example, in 1930 the gross value of the property shown on the
returns filed was $3,638,000,000. Thus, out of the $10,000,000,000
of property that is assumed to devolve annually, only 36 per cent, or a
little over one-third, was returned for tax. The remaining two-thirds
must have composed the estates of decedents in which the net value
in each case was less than $100,000, the amount of the Federal
exemption. If the estate tax is to be used principally for the purpose
of leveling large fortunes, then there is no object in decreasing the
exemption and taxing the smaller estates. If, however, it is desired
to use the tax for strictly revenue purposes, the amount realized can
at any time be greatly increased by fixing the exemption somewhat
lower. This was done in the case of the additional Federal estate tax
imposed by the revenue act of 1932, under which the exemption is
fixed at $50,000, instead of $100,000 as under the 1926 law, thus bring-
ing within the scope of this particular tax many estates not reached
under the basic act of 1926.

The present maximum rate of 45 per cent is the highest rate ever
imposed by the Federal Government. What the maximum rate
should be is both an economic and a social question, and it is difficult
to fix a definite point beyond which it might be said that the tax
was confiscatory or that it exacted an undue burden.

Much confusion and misunderstanding exist in connection with
the application of this maximum rate, many people being under the
impression that it is a flat rate applicable to the whole estate when
in excess of $10,000,000. This, of course, is not true. The 45 per
cent rate is imposed only with respect to that portion of the net
estate in excess of $10,000,000, the rates being graduated down to
1 per cent on the first $10,000 of any net taxable estate, whatever its
size. The composite, or average, rate on an estate of $10,000,000
would be approximately 30 per cent, not 45 per cent.

H. SUGGESTIONS

I. POSSIBILITY OF INC.LUDING SOME OF THE EQUITABLE PROVISIONS OF THE
INHERITANCE TAX IN THE ESTATE TAX

It has been pointed out before that the inheritance tax has certain
equitable features not found in the estate tax. These features include
taxing the shares of direct heirs at lower rates than collaterals and
strangers in blood, granting larger exemptions to direct heirs, taxing
the beneficiary the same whether his share is in a large estate or a
small one, and the equitable apportionment of the tax burden among
all the distributees. The possibility of including some of these
equitable provisions in the Federal estate tax will be pointed out,
although it should be mentioned that this can be done only at the
expense of simplicity and certainty.

Plan A—Determination of statutory exemption according to re-
lationship and number of beneficiaries.

Under this plan, the present specific exemption would be eliminated
and a variable one substituted, to be determined by the number of
the beneficiaries and their relationship to the deceased. This plan is
used in the New York estate tax statute, under which the amount of
the net estate transferred to a husband or wife, not exceeding $20,000,
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is exempt from tax, and in the case of children and a few other close
. relatives, not exceeding $5,000 in each case. No allowance is made
for transfers to certain collateral heirs and to strangers under the
New York law.

The amount of the exemption and the inclusion or exclusion of cer-
tain beneficiaries is, of course, a matter of policy for the Congress to
determine if it should care to adopt this plan. This much should be
said, however, that if the exemption is granted to any persons beyond
the immediate family of the decedent there will arise many problems
in connection with the determination of the rights of the respective
beneficiaries, which the estate tax seeks to avoid by levying on the
estate as a unit.

It desired, a small specific exemption could be provided with respect
to every estate and an added exemption granted for transfers to the
direct heirs. This would eliminate the taxation of small estates
within the exemption even when passing to collaterals or strangers.

The principal argument in favor of the plan herein suggested
1s that 1t would remedy the situation under the present law where an
estate 1s taxed at the same rate whether it 1s distributed to 1 son or
to 10 sons. The present fixed exemption does not make allowance
for such cases. However, where the distribution of the estate is to
collaterals and strangers as well as to direct heirs, the benefit of the
exemption in favor of the direct heirs may inure to the other dis-
tributees also, since it is deducted fromn the entire net estate. This
may not be important in the ordinary case where the stranger reeeives
a small specific bequest and the direct heirs the residuary estate, out
of which comes the full amount of the tax. If the tax could be
ratably apportioned among the distributees, with due allowance
for the exemption in favor of the direct heirs, the plan would bring
about the desired result. There is some doubt as to whether the
Federal Government would have the power to require its estate tax
to be thus apportioned. The States clearly would have such a
power, however. In fact, the New York law now requires both the
Federal and State estate taxes to be equitably apportioned by the
executor or administrator among the distributees, except where the
testator directs otherwise in his will. A similar statute could, of
course, be enacted in all the other States.

Plan B.—As an alternative to plan A, a partial refund of the estate
tax could be made to the direct heirs upon the basis of a recomputation
made after the estate had been distributed.

While this plan has certain advantages over plan A, principally
that it would permit prompt collection of the tax in the first instance
without the necessity of awaiting a determination of the rights of
the beneficiaries, the cost of administration would be greater owing
to the recomputation of the tax and the making of refunds.

The plan set forth would contemplate the payment of the tax upon
the same basis as it is at present. Then, after the rights of the bene-
ficiaries have been determined under State law, the direct heirs would
have to certify their relationship to the deceased, the amount of their
share, and the tax, if any, deducted therefrom in payment of the
estate tax to the Federal Government. KEach share would be treated
as a separate estate and the tax recomputed, under the exemption
and rates provided. A refund would then be made of the excess of
the tax actually deducted from the share over the tentative tax
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thus computed. If no tax had been assessed against the share,
then no refund would be made. If the beneficiary happened to be
the residuary legatee, and had paid the entire tax, credit would be
given only for the amount properly attributable to that share on a
pro rata basis.

Discussion.—There are two methods by which recognition can be
given to consanguinity. The first is by discriminatory exemptions,
the other by discriminatory rates. Plan A involves the use of the
first method; plan B of both.

Under the exemption method, the discrimination becomes less as
the size of the estate increases. It is obvious that a $50,000 exemption
makes a greater relative difference in the tax on a $100,000 estate than
on a $1,000,000 estate. Thus, for practical purposes, the exemption
method is only effective in the case of the smaller estates. The only
way to give substantial recognition to consanguinity in all cases is
by discriminatory rates. It is questionable, however, whether this
favoritism is so necessary in the case of the larger estates. If not,
then the exemption method is sufficient.

2. DIVISION OF THE DEATH TAX FIELD BETWEEN THE STATES AND THE FEDERAL
GOVERNMENT

Elsewhere in this report it is suggested that neither the Federal
Government on the one hand, nor the States on the other, should
occupy the field of estate and inheritance taxation exclusively, since
each have not only the power to levy death taxes but strong reasons
for doing so. It is there suggested, also, that the only way thus far
developed to preserve the field of death taxation for those States which
wish to use it is for the Federal Government to levy a tax and allow
a credit against it for State death taxes paid.

Prior to 1924, the Federal estate tax law permitted no credit for
death taxes paid to the States, with the result that the combined
Federal and State taxes were, in many instances, far in excess of what
might be considered a reasonable burden. This was due not only to
the fact that the Federal Government and the States levied on the
same property, but also to the fact that the same property was often
taxed in several States. This was the case principally with intangible
personalty, such as stocks and bonds, mortgages, notes, and so forth.
Moreover, there was little uniformity in the State laws, and the
Federal law worked more of a hardship in some States than in others.

When the Federal rates were increased in 1924, it was inevitable
that some allowance would have to be made for State death taxes
paid, and as a result the law was made to provide for a credit of
such taxes against the Federal tax, up to 25 per cent thereof. A few
States then amended their laws so as to bring their rates up to where
their tax would equal 25 per cent of the Federal tax so as to take full
advantage of the credit. As a result of the agitation for the repeal of
the Federal estate tax in 1926, and in order to leave the field of death
taxes largely to the States, this credit was increased to 80 per cent.
Thus, those States which cared to do so could levy a tax equal to 80
per cent of the Federal tax without imposing any additional burden
on the estate, because the Federal Government would have collected
that portion of the tax if the States did not. The result was that
practically all of the States changed their laws so as to take advantage
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of the credit, and so a fairly uniform system of death taxes was
finally worked out.

Under the revenue act of 1932, as has elsewhere been pointed out,
an additional estate tax was levied, against which no credit was al-
lowed for State death taxes paid. The practical result of this tax
was to bring the total death tax burden, State and Federal, up to a
point where the highest rate is 45 per cent, applicable to that portion
of net estates over $10,000,000. The States collect the same tax as
they did before the enactment of the 1932 act, and presumably the
same tax as they would have continued to collect if the additional
tax had not been enacted. Thus the imposition of this tax has not
had any effect on the State revenues. The additional tax may be
said to represent the difference between what was being levied on the
estates of decedents by both the States and the Federal Government
and what Congress considered they could reasonably pay without any
undue burden.

The question may arise whether the States should be allowed to
participate in this additional tax. They can, of course, secure a
larger revenue by simply increasing their rates, but there would then
result what would perhaps be an intolerable burden on estates. The
immediate purpose for the imposition of the additional Federal
estate tax was the raising of much-needed revenue by the Government.
To have allowed a credit against this additional tax would have
reduced the yield.

After the present emergency has passed, there doubtless will be
considerable agitation for the elimination of this additional tax, and
even for the retirement of the Federal Government from the death-tax
field altogether. WWhether this additional tax should be eliminated is a
question of policy for the determination of the Congress. However,
it may be said that inasmuch as the estate taxis not adapted to use in
sudden emergencies, due to the long interval after the imposition of
the tax before it becomes productive of revenue, and the further fact
that it is perhaps unfair to put a penalty on the accident of death
during a particular period of years, Congress should as soon as pos-
sible determine what is to be its policy with reference to the taxation
of estates and then adhere to that policy so far as it is possible to do so.
Frequent changes in estate-tax rates, especially when such changes are
of considerable magnitude, can hardly be defended on any ground
except mere expediency.

The determination of what burden estates can reasonably bear
perhaps should not be settled by the Congress alone, since the States
also have a direct interest in the matter. If it should be determined,
however, by a gentlemen’s agreement between the States and the
Federal Government, that 45 per cent or any other is the maximum
rate that should be applied, then further determination should be
made as to what portion of the tax should be collected by the Federal
Government and what portion by the States. The tax can be made
auniform by letting the Federal Government impose the maximum tax
agreed upon, and then permitting a credit equal to the portion of the
tax desired to be reserved to the States.

The States can then, in so far as they choose to do so, impose a
tax equal to that amount, and no estate will then have to pay any
more or any less whether the property is situated in one State or
another, since the Federal Government will collect the whole of the
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tax if the State does not levy any death tax at all, and where the State
does not impose a tax equal to the credit allowed, the tax collected
by the Federal Government will be that much greater.

In determining what share of the tax should be allocated to the
Federal Government, consideration should be given not only to the
protection and privileges which all property receives at the hands
of the General Government, but also to the fact that the citizens of
all the States contribute to the great wealth that is built up under
our national economic system. Another important fact which is
often lost sight of should be brought to mind; namely, that owing
to the permanent character of corporations, they are not affected by
the death of their stockholders. A death tax on the transfer of cor-
porate stock can be imposed only by the State of the owner’s domicile.
The property of the corporation may be situated in all the other
States, and although an interest in this property in effect is trans-
ferred at the death of the owner of the stock, these other States are
powerless to tax the transfer under estate or inheritance tax laws.
Of course, there is nothing to prevent the State of incorporation
from imposing a stock-transfer tax, but such levies are usually only
nominal, and in any event do not benefit the otlier States, in which
most or all of the corporate property frequently is situated. Under
a Federal dedath tax, however, all the States indirectly benefit from
the taxation of the stock, and that is the only way in which the States
other than the domicile of the stockholder or the State of incorpora-
tion can participate.

The importance of this peculiar situation may be emphasized by
recalling to mind that in the case of estates of over $10,000,000, it has
been shown that, on the average, over 80 per cent of the property is
composed of intangibles, such as stocks and bonds. This means that
the States where great wealth is concentrated often get more than their
fair share of death taxes when it is considered that the real wealth
which they tax is actually located in many other States which are
themselves powerless to reach it by death taxes.

It appears that the more wealth an individual possesses the less
likely it is that it was amassed under the protection of any one State or
through the patronage of its people. Thus, it may be thought desir-
able that some determination ought to be made, in adjusting the
respective shares of the Federal and State Governments in the collec-
tion of death taxes, as to whether or not the Federal share should be
greater as the size of the estate increases. In other words, whether
there should be a variable credit against the Federal tax for State
death taxes paid, depending upon the amount of the net estate. A
shding scale of credits could be set up allowing, for example, a credit
of 80 per cent where the estate was not greater than $100,000, gradu-
ated down to a credit of, say, 10 per cent where it exceeded $10,000,000
in value. The exact percentages could be worked out by joint agree-
ment among the States and the Federal Government. The figures
given are not suggested as providing a proper distribution, but only
to show how a variable credit might be provided. It would even be
possible to divide the estate tax field into two parts, the states being
allowed the tax derived from estates of under a certain amount and
the Federal Government all the tax on the large estates of over that
amount.
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If the present system of taxation of estates of decedents (State and
Federal) were continued indefinitely, it would result in the division of
the death tax field between the Federal Government and the States
at a ratio of about two-thirds to the former and one-third to the
latter. This division applies only to the upper brackets, however,
since the State taxes usually exceed the amount of the Federal credit
in the lower brackets. In the case of an estate of $10,000,000, for
example, where the State tax was equal to the 80 per cent credit, the
total Federal and State tax was about $1,334,500 before the enact-
ment of the revenue act of 1932, and of this sum, the Federal Gov-
ernment received only $266,900, or 20 per cent. The additional
Federal tax on such an estate amounts to $1,760,000, making a total
tax (Federal and State) of $3,094,500, of which $2,026,900, or 65 per
cent, goes to the Federal Government. Thus, if the Federal Govern-
ment levied a single tax, with a maximum rate of 45 per cent, and
allowed a credit for State taxes up to 35 per cent of the Federal tax,
it would collect practically the same amount of revenue it now does
from estates of $10,000,000. As the size of the estate diminishes, the
percentage of the total tax collected by the Federal Government
increases, being over 70 per cent in the case of estates of $1,000,000.
In a few States however, where the State tax is greater than 80 per
cent of the Federal tax under the 1926 act, the percentage collected
by the Government will be less because the total tax will be greater.

The substitution of a single Federal death tax for the two taxes
imposed at the present time would greatly simplify the administra-
tion of the law and would make the work of executors and adminis-
trators of estates much easier. Of course, sufficient time would have
to be allowed to permit the States to readjust their laws which are
for the most part based upon the Federal act of 1926. Under the
present system, there are two schedules of rates, two different exemp-
tions, and in one case credit is allowed for State death taxes paid and
in the other it is not. With a single Federal tax, allowing a properly
adjusted credit for State death taxes, the foundatlon would be laid
for a fairly permanent system of taxation of estates in this country.

3. REVALUATION OF ESTATES

Attention has already been called to the situation resulting from the
increase or decrease in property values after the death of a decedent.
Under the present arrangement, where the tax is based on the value
of the property as of the date of the owner’s death, no allowance is
made for either accretion or depletion. Where the property has
declined in value at the time it is distFibuted to the beneficiaries, the
tax may largely absorb it; and where there has been an increase in
value, the increment is not reached by the estate tax.

A plan providing for such contingencies is set forth in Exhibit U
of the appendix, under which a tax w ould be computed on the value of
the estate at the time of the owner’s death, and the composite rate
ascertained. This composite rate would then be applied to the value
of the estate at the time of its distribution. Thus, if the estate has
decreased in value, some relief is afforded by reason of the fact that
the tax is imposed on this depreciated value, even though the rate is
higher than under the regular schedule. On the other hand, if the
estate has increased in value, the increment is taxed, though at a
lower rate than under the regular schedule.
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Other plans have been suggested, but they generally do not pro-
vide for a rule which works both ways. The Ways and Means Com-
mittee recommended to the Congress a plan for revaluation of depre-
ciated estates as a consequence of the extreme decline in values be-
ginning in the fall of 1929. The plan was not enacted largely because
of the great amount of refunds that would have been necessary if it
had become law, affecting State as well as Federal revenues. Viewed
prospectively, however, the equity of making some adjustment for
depreciation in estates is apparent. It is hardly the policy of the
Congress to confiscate estates of decedents in any case, yet unless
some action is taken with reference to the problem the tax will con-
tinue to border on confiscation in some cases. If an adjustment is
made, the plan ought to be such as would work equity both to the
Government and the taxpayer, and it should be incorporated in the
law as a permanent feature.

While during the past few years the country has undergone what
has been termed a ‘“‘depression,” it may well be that in the next few
years it will experience “boom” times again. Under such circum-
stances, the advantage coming from the enactment of such a plan as
1s suggested in Exhibit U lies largely on the side of the Government.
Unless retroactive legislation were enacted to take care of the cases
where the estates have depreciated in the past few years, they would
be beyond the scope of the provision here suggested.

It may be doubted whether it would be worth while to make a
detailed estimate of the value of every estate at the time of the owner’s
death and again at the time of distribution in order to determine
whether the tax is to be increased or decreased. Every estate un-
doubtedly increases or decreases in value to a certain extent within
the 1-vear period after the decedent’s death, and the change in the
amount of the tax would be infinitesimal in most cases. Therefore
it may be deemed advisable to place some limitation on the application
of the suggested plan, requiring a change in value of more than, say
15 per cent, before the provision could be invoked.

As an alternative to this plan, it might be provided that the Federal
tax should in no case exceed the amount which would be payvable if
the highest rate applicable to any portion of the net estate at death
were applied to the entire net value of the estate at the time of dis-
tribution.

Another plan which might be suggested would be to make no alter-
ation in rates but to limit the total tax payable to an amount not
exceeding a given percentage, say 50 per cent, of the value of the net
estate at distribution. This method, however, would be disproper-
tionately beneficial to the larger estates.

4, DESIRABILITY OF GREATER UNIFORMITY IN STATE STATUTES

Substantial uniformity in the death tax burden on the larger estates
throughout the various States has resulted from the influence of the
provision of the Federal estate tax act of 1926 which permits a credit
against the tax imposed thereby, up to SO per cent thereof, for death
taxes paid to the States. Prior to the enactment of this credit pro-
vision, which was first allowed under the 1924 act to the extent of
only 25 per cent, there was little uniformity among the States with
regard to death taxes. Some States had comparatively high rates,
others low rates, and the States of Alabama and Ilorida had no



166 FEDERAL AND STATE DEATH TAXES

death taxes at all. Thus, prior to 1924, there was a wide variation in
the death-tax burden in the several States.

While a general uniformity of burden has now been brought about,
there still remain a number of problems that should doubtless be
dealt with. For example, a majority of the States have both an
inheritance tax and an estate tax. The basic levy is the inheritance
tax, while the estate tax is imposed in most cases for the purpose cf
bringing the State tax up sufficiently high to take full advantage of the
Federal credit. If a single tax could be imposed, it would be much
easier for the States to administer and for the representatives of the
decedent’s estate to apply. In another part of this report, it is sug-
gested that the States might avail themselves of the inheritance, or
share tax, leaving the use of the estate tax to the Federal Government.
In this way, proper discrimination can be made in favor of direct
heirs over collaterals, and in favor of coliaterals over strangers, which
1s not possible under an estate tax.

In nearly all of the States, the basic tax is on the distributive shares
of the estate, the rates and exemptions being governed by the relation-
ship of the beneficiaries to the decedent. For this purpose, the bene-
ficiaries are usually divided into three groups, namely, direct heirs,
collateral heirs, and strangers in blood. Some States have a larger
number of classes, while others have but one or two. Thus, there
1s no uniformity in the classification of beneficiaries for the purpose of
determining the rates and exemptions. A beneficiary may be in one
class in State A, in another in State B, and in still another in State C.

Not only are the classifications of beneficiaries different, but the
exemptions applicable to each class are likewise quite divergent in the
several States. In the case of a widow, the exemption ranges from
$5,000 to $75,000; in the case of a child, from $2,000 to $25,000; and
SO On.

In addition to the variance in the exemption applicable to the
several classes of beneficiaries, there is also little uniformity among the
States with regard to the rates imposed on each class. In a number of
States, the maximum rate applicable to direet heirs is 5 per cent or less,
and in others it reaches higher levels, running up to 16 per cent. On
remote relatives and strangers in blood, the maximum rate varies
from 5 per cent or less to 40 per cent. Thus, there is little uniformity
amoung the States in the treatment of persons standing in the same
relationship to a decedent.

It is, perhaps, desirable that death duties should be as uniform as
possible throughout the United States. However, it must be recog-
nized that each State has the right to determine its own policy of
taxation. In view of the variations in these policies, the divergence
of wealth, resources and industry, constitutional limitations, and
other factors, absolute uniformity of death duties is almost too much
to be hoped for. The enactment by the States of some model plan
of inheritance taxation would bring about the uniformity desired,
and some time in the future it is hoped that this goal will be reached.
In the meantime, doubtless some forward steps in this direction can
ge taken without any radical change in policy on the part of the

tates.

One of the worst evils of State inheritance taxation has been the
multiple taxation of intangible personal property, such as stocks and
bonds, notes, and so forth. Most of the States, in addition to taxing
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the personal property of their resident decedents, regarded intangible
personal property of nonresidents, under certain circumstances, as
having a situs for taxation purposes within the State. It was thus
possible for an estate to be taxed a number of times on the
same property. For example, if the decedent owned stock in a cor-
poration, it might have been taxed by the State of his domicile, the
State of incorporation of the corporation, the State where the property
of the corporation was located, the State where the transfer of the
stock was made, and the State where the securities were kept. If
more than one State claimed the decedent as a resident, there would be
another tax added to the list. The States took this problem in hand,
and by reciprocity agreements among themselves largely did away
with this practice. Under recent decisions of the Supreme Court,
multiple taxation has been dealt a severe blow on constitutional
grounds. However, attacking this problem as they did, the States
have shown a willingness to cooperate, and it is to be hoped that
further progress will be made in working out desirable reforms.

A considerable portion of the first part of this report is given over
to a discussion of the laws of descent and distribution in the various
States and in certain foreign countries. It is in its law of descent and
distribution that each State gives effect to its policy regarding the
distribution of property of decedents dying intestate. With almost
no exceptions, the direct heirs of the decedent are favored over the
collateral heirs, and where there are no heirs the property escheats to
the State.

It was with the thought in mind that the taxation of inheritances
should perhaps bear some relation to the statutes of descent and dis-
tribution that a summary of the laws governing the devolution of
property was included in this report. The privilege of inheriting
property, whether through intestacy or by will, is derived from the
State. The more remote the relationship of the recipient of the
property to the decedent, the greater may be said to be the privilege
accorded. But do the inheritance tax statutes give sufficient recog-
nition to this principle in imposing the tax on the different classes of
heirs? Reference has already been made to the fact that the bene-
ficiaries are grouped into classes varying from one to five in number.
In New Hampshire, direct relatives are exempt from the tax, and
collaterals and strangers are taxed at a flat rate of 5 per cent with no
exemptions. Thus, in that State there is no discrimination in the
taxation of an inheritance going to a brother, nephew, or uncle of a
decedent and one going to an utter stranger, either through the
medium of rates or of exemptions. In Maryland, New Mexico,
Pennsylvania, Tennessee, and Vermont, collaterals are also placed in
the same class with strangers. In some instances, only certain
collaterals are included, as is the case in Iowa. In that State,
brothers and sisters are given a separate and more favorable classifi-
cation. Michigan also favors brothers and sisters but leaves uncles
and nephews in the same group with strangers.

The State of Wisconsin represents the reverse of the situation pre-
vailing in the States just referred to. In that State, strangers in
blood are not only given an entirely different classification but are
taxed at a minimum rate of 40 per cent. The maximum rate in the
case of inheritances by uncles and aunts is 30 per cent; brothers and
sisters, 20 per cent; and direct heirs, 10 per cent. Wisconsin may
thus be said to give due regard to consanguinity in fixing the rates
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of tax, thus bringing the statute in general conformity with the
principles underlying the order of descent and distribution. Ar-
kansas also has a maximum rate of 40 per cent on strangers, but
uncles and aunts, and nephews and nieces, are included within the
class. In the other States, although discrimination is made in favor
of direct heirs over collaterals, and in favor of collaterals over strangers,
the maximum rate in the case of strangers is often not far removed
from the maximum rates in the case of the other groups. Moreover,
the maximum rate in the case of strangers is often not very high.
For example, in Maryland, New Hampshire, New Mexico, and Ver-
mont, it is 5 per cent; in Wyoming, 6 per cent; in Maine, 7 per cent;
in Connecticut, Delaware, and Rhode Island, 8 per cent.

Strangers take property from a decedent only by virtue of a will
or other testamentary disposition. They are not within the pur-
view of the statutes of descent and distribution. The law of the State
gives effect to the decedent’s will and allows the stranger to benefit
from its provisions. Hence it is fair for the State to take a substan-
tial portion of the inheritance.

So far as remote relatives are concerned, a testator seldom has
them in mind in making his will. If he dies intestate, it is only by
grace of the law of descent and distribution that they participate in
the estate at all. In many cases, no doubt, if the testator had made
a will they would have been ignored. In other cases, the testator
would probably have had no knowledge even of their existence. The
controversy growing out of the settlement of the Wendell estate in
New York i1s a good example of this situation. In such cases, it is
certainly proper and fair for the State to step in and tax the bene-
ficiaries heavily. The way is open for more of them to do so if they
see fit. The present lack of uniformity in the taxation of strangers in
blood is clearly illustrated by the several charts in Exhibit O of the
appendix, to which attention is drawn. A similar situation exists
with reference to the taxation of remote relatives, although the charts
do not cover this group.

5. MISCELLANEOUS SUGGESTIONS FOR LEGISLATION

(a) Gifts made in contemplation of death.—Under the chapter deal-
ing with “Contemplation of Death,” the difficulties attending the
inclusion within the estate tax of gifts made by a decedent in con-
templation of death are pointed out. The Supreme Court recently
held unconstitutional the provision of the 1926 act under which gifts
made within two years of the death of a decedent were conclusively
presumed to have been made in ‘“‘contemplation’ of death. Since
there is now only a prima facie presumption in such cases, it will
be almost impossible to prove that a testator had death in mind
when making a particular gift in his lifetime. The simplest manner
in which to reach such gifts is under a gift tax, and such a tax has
now been imposed. Thus, the necessity for even the prima facie
presumption in the estate-tax statute no longer exists. Its elimina-
tion would obviate a considerable amount of litigation, and the
Federal Government would lose in revenue only the difference be-
tween the amount of the estate tax and the amount of the gift tax.
This revenue will largely be lost whether the statute is changed or
not, because the percentage of cases in which the Government is
able to prove contemplation of death is probably less than 5 per cent,
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and the Government must go to considerable expense in litigating the
matter in each case. Moreover, it is not even to the Government’s
interest to litigate since the whole gift tax goes to the Federal Gov-
ernment without credit for State taxes paid.

(0) Transfers in trust.—There is considerable doubt as to the con-
stitutionality of taxing under the estate-tax statute transfers in trust
made during the lifetime of a decedent which were not in contempla-
tion of death. (See discussion of Trusts in Part IV.) Such transfers,
however, would clearly be taxable under the present gift-tax statute.
In the past much litigation has been occasioned over the taxation
of transfers in trust, and it is thought that if they were removed from
the secope of the estate tax the administration of the law would be
greatly simplified at little, if any, loss to the Government.

(¢) Community property—The problem of the taxation of estates
of decedents residing in States having the community property
system is discussed in Part V of this repoﬂ; under the caption ““Inequi-
ties of the Present System to the Government.”” It is there shown
that on the death of a decedent in a community-property State, only
half his property is taxable, since the surviving spouse is deemed to
be the owner of the other half. 'This results in the Federal Govern-
ment losing considerable revenue through the breaking up of the
estate and causing it to be taxed under “lower brackets of the pro-
gressive rate schedule. Even though the property of the surviving
spouse is later taxed, the total burden on the estate is considerably
less than it would have been had the property been situated in a
State not having the community property system.

In Part IV of this report, there is a general discussion of the
community property system. It is there pointed out that the interest
of a wife in the property of her husband is a vested one, and that as
the Government is bound by the property laws of the States it must
recognize that the one-half of the community property which becomes
exclusively the wife’s on her husband’s death is not taxable as a
part of his estate. The question is raised, however, whether a
transfer is necessary to enable the Government to levy a tax on her
share at that time. It is suggested that while the wife does not
‘““acquire” the property on the death of her husband she does at that
time gain the exclusive right to manage, control, and dispose of it,
and that the acquisition of this right might be a sufficient basis upon
which to tax the property. To definitely determine whether this
can be done, the I'ederal statute would have to be amended to include
the wife’s interest and then be tested in the courts.

(d) Powers of appointment—The present Federal estate tax law
requires the inelusion in the estate of a decedent of any property as to
which he exercised a general power of appointment, whether by will,
or by a deed made in contemplation of death or intended to take effect
in possession or enjoyment at or after death. The statute, however,
does not define a “general’”’ power, and much litigation and difficulty
1s occasioned in determining whether a given power is general or
limited only. It is suggested that the statute be amended to remedy
this ambiguity.

1. CONCLUSION
The main purpose of this report has been to set forth the principal

facts which may be properly considered both by the Federal Govern-
ment and the States in enacting death duties. &ny onclusions which
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are drawn in the report should be considered as entirely tentative,
except such as are conclusively shown by facts and not by theory.

In viewing the subject matter of the report as a whole, however, it
does not seem out of place to state certain principles which we believe
have been established and to raise certain issues which we believe
might well be discussed with the view of arriving at some well rounded
scheme of death duties to be imposed by the Federal Government
and the States.

It is the opinion of this office that the following statements are
adequately supported by the report:

(1) The inheritance tax is more equitable than the estate tax, but
the estate tax is far easier of administration.

(2) It must be admitted that the present Federal estate tax, with
rates reaching a maximum of 45 per cent, is based not only on revenue
considerations but on the social purpose of bringing about distribu-
tion of wealth. In such a situation, there appears to be no good
reason for frequent and radical changes in the rate structure. A large
estate should pay as much tax in a prosperous year as in a year of de-
pression. The estate tax rates should be standardized.

(3) The present death tax system, with two estate taxes levied by
the Federal Government, and with both an estate tax and an inherit-
ance tax levied by most of the States, is excessively complex and
should be simplified even if the tax burden is not materially changed.

(4) A well-balanced death duty is one of the best forms of taxation
and 1s a good revenue producer.

Without drawing conelusions, it is also desired to raise the following
issues for the consideration of the public and of the committee.

(1) Should the Federal Government occupy the higher estate tax
field only? That is, should a tax be levied by it only on the larger
estates?

(2) Should the State governments occupy the inheritance tax field
only? That is, should they use the inheritance tax solely and tax
all inheritances over a relatively small amount? ,

(3) What is the correct average share of the total death-tax burden
which the Federal Government should take in the case of the larger
estates? In other words, is the 60 per cent which we now secure
from our double estate tax the correct proportion?

(4) Should an attempt be made to include some of the equitable
features of the inheritance tax in our estate tax? For instance,
should we increase the exemption according to the number of direct
heirs?

(5) Should some provision be enacted to prevent confiscation of
estates by death duties where there is a sudden shrinkage in values
after death?

(6) What can be done to bring about the simplification of both
Federal and State death duties?

It is hoped that this discussion of death duties together with the
tables contained in the appendix may serve a useful purpose in con-
nection with future legislation on this subject. The following mem-
bers of the staft of the joint committee have contributed largely to
the subject matter contained in the report: Mr. Colin F. Stam,
Mr. G. D. Chesteen, Mr. L. L. Stratton, Mr. B. C. Brown, and
Mr. Leslie M. Rapp.

Respectfully submitted.

L. H. Parker, Chief of Staff.
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EXHIBIT A

SUMMARY OF THE LAWS OF DESCENT AND DISTRIBU-
TIO%T IN CERTAIN FOREIGN COUNTRIES (AS OF JULY 1,
1931

I. ENGLAND

For many centuries, England recognized the principle of primo-
geniture, but with the exception of entailed estates this was finally
eliminated in 1925. The present rule in the case of a person dying
intestate, on the basis of the administration of estates act of 1925, is
as follows:

For both real and personal property:

Children and their descendants.

Father and mother in equal shares, or the survivor alone.
Brothers and sisters of the whole blood.

Brothers and sisters of the half blood.

Grandparents in equal shares.

Uncles and aunts of the whole blood.

Uncles and aunts of the half blood.

The surviving husband or wife absolutely.

. The Crown, or Duchy of Lancaster, or the Duke of Cornwall.

The above rule is subject to the following rights of husband or wife,
as the case may be:

Husband or wife—

1. Takes personal chattels (not including money or securities or business
interests) and 1,000 pounds, if relations are left but no issue, relations taking in
remainder.

2. If intestate leaves issue, the residuary estate is divided into two equal
portions, husband or wife taking life interest in one-half the estate for life, with
remainder interest in the issue, the other one-half of the estate being taken by
the issue immediately.

3. If intestate leaves no issue, the entire residuary estate is held in trust for
the husband or wife for life.

4. If no relations or issue are left, husband or wife takes all absolutely. (See
No. 8 in the order of descent.)

The new rule laid down in 1925 abolished curtesy, dower, free-
bench, etc. As before noted, it does not affect the descent of an
‘‘entailed interest,” and an estate by curtesy can still arise in equity
on the death of a married woman tenant in tail. A comparison of the
application of the new rule and the old law is interesting, and is
quoted from ‘‘A Brief Guide to the New Code of Intestacy,” by
D. Gwyther Moore.

156838—33——12 171
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EXAMPLE

(Intestate leaves a widow, two sons, two daughters.)

0old law New code
Real estate: (a) Widow takes—
The widow’s right to dower. (1) Personal chattels.
Eldest son is heir-at-law. (2) 1000 pounds free of du-
3) Llfe mterest in half of
residue.
Personal estate: . (b) Sons and daughters take
Widow, one-third. equally:
Sons and daughters, two-thirds (1) One-half residue, abso-
equally between them. lutely.

(2) Reversionary interest in
other half.

II. FraNcE

The distinguishing feature of the French rule for the descent and
distribution of property is the division of the estate into two equal
portions in the case of no issue. One of these portions goes to ascend-
ants and one to collaterals. No primogeniture rule exists in France.
The present rule is as follows:

For both real and personal property:

1. Children and descendants.

2. Brothers and sisters and descendants (one-half) to the sixth degree. Father
and mother (one-half); if only one survive, one-fourth-—three-fourths to brothers
and sisters.

3. Ascendants of paternal and maternal line. (No right of representation in
this class. Ascendants inherit to the exclusion of all other persons any object
given the descendant and still existing in kind, and if sold, the ascendant is
entitled to the proceeds.)

4. If none of the above, widow or widower, if not previously separated.

5. In default of regular heirs or surviving spouse, estate passes to the Govern-
ment.

The above rule is subject to the following rights of husband or
wife, as the case may be:

Husband or wife—

1. Takes life interest in one-fourth where there are children of the marriage.

2. Takes life interest in part equal to that of a legitimate child, but not exj
ceeding one-fourth, where there are children from a previous marriage.

3. Takes life interest in one-half where there are natural children or legitimate
descendants of same, or brothers and sisters of the deceased, or descendants
thereof, or ascendants of the deceased.

4. Takes life interest in whole, in all other cases.

Neither dower nor curtesy exist in France.

III. GERMANY

It appears that the distinguishing feature of the German rule for
the descent and dlstubutlon of property is to be found in the fact
that the rights of a surviving spouse are absolute and do not consist
in a life interest. The present rule is as follows:

For both real and personal property:

1. Children and descendants.

2. Parents and descendants.

3. Grandparents snd descendants.

4. Great grandparents and descendants.

5. More remote ancestors and descendants.

Norte.—(The first three take per stirpes; others per capita.)
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The above rule is subject to the following rights of husband or wife
as the case may be:

Husband or wife—

1. Takes one-fourth of estate if there is issue. )

2. Takes one-half of estate if there is no issue but living relatives of certain
degree.

Neither dower nor curtesy exist in Germany.

IV. ItaLy

The distinguishing feature of the Italian rule of descent and dis-
tribution of property is the precedence of brothers and sisters over
the father and mother. The present rule is as follows:

For both real and personal property:

Children and descendants (lawful descendants).
Brothers and sisters.

. Fathers and mothers.

. Ascendants.

. Next of kin within tenth degree.

. State.

The above rule is subject to the following rights of husband or
wife as the case may be:

Husband and wife—
1. Takes life interest in a portion equal to share of a child (not over one-fourth).
2. Takes one-third if there are no legitimate children but others who may take.

O TV GO 1O

Neither dower nor curtesy, as such, exist in Italy. It might also
be noted that the owner can dispose by will of only one-half of his
property if there are children, or two-thirds if no children. The
balance goes to “forced heirs.”

V. SpaiN

The distinguishing feature of the Spanish rule of descent and dis-
tribution of property is the community property priuciple, which
allows the surviving spouse to take one-half of the marriage partner-
ship estate. The present rule is as follows:

For both real and personal property:

. Legitimate descendants.

. Legitimate ascendants.

. Natural children legally recognized.
Brothers and sisters.

. Surviving spouse.

. Collaterals up to the fourth degree.
State.

'The above rule is subject to the following rights of husband or
wife, as the case may be:

Husband or wife—

1. Takes one-half of marriage partnership estate.

2. Takes in addition life interest in portion of the remainder varying from the
smallest share which any of the children could inherit up to all in case of no
surviving relatives. ’

Neither dower nor curtesy, as such, exist in Spain. It might also
be noted that the owner can dispose of only one-third of his property
by will. The balance goes to ‘‘forced heirs.”

SO O OO
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EXHIBIT B

SUMMARY OF THE LAWS OF DESCENT AND DISTRIBU-
TION IN THE UNITED STATES (AS OF JULY 1, 1931)

GENERAL NOTE

There follows, in this exhibit, a brief summary of the laws of descent
and distribution in force in the several States and in the District of
Columbia as of July 1, 1931.

These laws are set out under two main heads: A. Rights of the
surviving spouse; and B, Order of descent and distribution—a separa-
tion which, at the same time, serves the main purposes of the report
and accords with the prevailing legal view that the surviving spouse,
in a strict sense, does not take as heir but by virtue of the marriage
relation.

The rights of the surviving spouse, whether widow or widower, are
stated in full under each contingency—a method which, at the expense
of some repetition as to personalty or realty, is considered clearer.
Dower and curtesy rights are noted where there is an election between
these rights and the rights given by the intestate law.

The second head, *“Order of descent and distribution,’” relates to an
estate, or that portion of an estate, in which a surviving spouse has no
interest. In the ordinary case, the heirs and distributees of any estate
may be determined, however remote of kin, from the several ‘‘orders.”
To determine the rights of such as kindred of the half blood, adoptive
kindred, illegitimates, and aliens, however, recourse must be had to
the statutes and decisions.

“Next of kin’’ are generally determined according to the computa-
tion of the civil law, that is, by counting the degrees (or generations)
up from the decedent to the common ancestor and then down to the
claimant. Unless otherwise noted, this is the computation used, and
claimants of equal degree take equally.

Questions involving the right to take by representation must also
be resolved by reference to the statutes and the decisions. It may be
stated, however, that the right is extended to descendants of the
decedent, but among collaterals is generally limited to descendants of
brothers and sisters.

The notes concluding each résumé, besides indicating the preferences
among ‘‘next of kin,” set out the principal exceptions to what has
preceded, both with reference to the rights of the surviging spouse and
the order of descent and distribution. Ancestral property, whether
recognized generally or restricted to the estates of unmarried minors,
is the principal cause of alteration in the order of descent.

ALABAMA

A: Rights of surviving spouse (see note):
(1) Widow takes—

(a) One-third realty for life, and a child’s part in the personalty but
not less than one-fifth if children survive.

(b) One-third realty fo1 life, and all the personalty if no children, but
descendants of children survive.

(¢) One-half realty for life, and all the personalty if no descendants,
but parents, or brothers or sisters and their descendants,

survive.
(d) All the realty and personalty if no descendants, parents, brotheis,.
sisters, or descendants of brothers or sisters survive.
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A. Rights of surviving spouse (see note)—Continued.
(2) Widower takes—
(a) All the realty for life, and one-half the personalty if deseendants,
parents, or brothers and sisters c1 their descendants survive.
(b) All the realty and personalty if no descendants, parents, brothers
and sisters, or descendants of brothers or sisters survive.
B. Order of descent and distribution:
. Children and their descendants.
Parents.
Brothers and sisters and their descendants.
Next of kin.
5. The State.

The property of the intestate or such portion as does not go to the
surviving spouse passes in the order shown above, the persons in one
class excludmv those in subsequent classes except as noted below:

Nore—Rights of surviving spouse.—The widow’s interest in her husband’s
realty is a dower right. The dower is shown above for the usual case, but it is
subject to two exceptions: First, if the estate is insolvent, her share is limited to
one-third; second, if she is possessed of a separate estate, her dower in the realty
is limited to the excess, if any, of the value of the dower over the value of her
separate estate.

Nore—Class 2.—If only one parent survives, brothers and sisters and their
descendants collectively, take one-half.

Lok

ARIZONA

(Community property State)

A. Rights of surviving spouse:
’ (1) Widow takes—
(a) One-half the community property, one-third the separate realty for
life, and one-third the separate personalty if descendants survive.
(b) All the community property, one-half the separate realty, and all
the separate personalty if no descendants but parents survive.
(¢) All the community property and all the separate property if no
descendants or parents survive.
(2) Widower takes in same manner as widow above.
B. Order of descent and distribution:
1. Children and their descendants.
2. Parents.
3. Brothers and sisters and their descendants.
4. Next of kin.
5. The State.

The property of the intestate or such portion as does not go to
the surviving spouse passes in the order shown above, the persons n
one class excluding those in subsequent classes except as noted below:

Nore—Class 2.—If only one parent survives, brothers and sisters and their
descendants, collectively, take one-half.

Note—Class 4.—In this class one moiety goes to the paternal, the other to
the maternal kindred, the nearest lineal ancestors or their descendants on each
side taking.

ARKANSAS

A. Rights of surviving spouse:
(1) Widow takes—
(a) One-third realty for life, and one-third personalty if kindred
survive.
(b) All realty and personalty if no kindred survive.
(2) Widower takes—
(a) One- thlrd realty for life and one-third personalty if descendants
survi
(b) One-half realtv for life and one-half personalty if no descendants
but other kindred survive.
(¢) All realty and personalty if no kindred survive.
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B. Order of descent and distribution:

. Children and their descendants.

Father.

Mother.

Brothers and sisters and their descendants.
Next of kin.

The State.

The property of the intestate or such portion as does not go to the
surviving spouse passes in the order shown above, the persons in one
class excluding those in subsequent classes except as noted below:

Nore—~Classes 2 and 3.—If the estate came by the father, it shall ascend to
the father and his heirs; if by the mother, to the mother and her heirs. If the
estate was a new acquisition, it shall ascend to the father for life, then to col-
laterals as stated; if no father, it ascends to the mother for life, then to the:
collaterals, as stated.

NoTe—Class §.—In this class, the nearest ancestors and their children, and
the descendants of their children take.

S o oo

CALIFORNIA

(Community property state)

A. Rights of surviving spouse:
(1) Widow takes—

(a) All community property and one-third separate property, if
more than one child, one child and descendants of one or more,
or descendants of more than one survive.

(b) All community property and one-half separate property, if one
child, or descendants of one, parents, brothers, sisters, or
descendants of brothers or sisters survive. :

(¢) All community property and all separate property, if no descend-
ants, parents, brothers, sisters, or descendants of brothers or
sisters survive.

(2) Widower takes in same manner as widow above.
B. Order of descent and distribution:

1. Children and their descendants.

2. Parents.

3. Brothers and sisters and their descendants.

4. Next of kin.

5. The State.

The property of the intestate or such portion as does not go to the
surviving spouse passes in the order shown above, the persons in one
class e\cludmo those in subsequent classes, e\cept as noted below.

Nore—Class 8.—If decedent was an unmarried minor any inheritance from
a parent goes to the other children of such parent or their descendants.

Note—Classes 2, 3, and 4.—If decedent leaves no issue, and any part of the
estate was the separate property of a previously deceased spouse which came to
the decedent by descent, devise, or bequest, such property goes to the children
of the deceased spouse, then to parents, then to brothers and sisters. If none
of the above survive, the property goes to the next of kin of decedent, as alkhove.

COLORADO

A. Rights of surviving spouse:
(1) Widow takes—
(a) One-half if descendants survive.
(b) All if no descendants survive.
(2) Widower takes in same manner as widow above.
B. Order of descent and distribution:
. Children and their descendants.
Parents.
Brothers and sisters and their descendants.
Next of kin. (See note.)
5. The State:

1o
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The property of the intestate or such portion as does not go to the
surviving spouse passes in the order shown above, the persons in one
class e\cludmg those in subsequent classes.

Note—Class 4.—In this class the nearest lineal ancestors and their descend-
ants take, grandparents, uncles, and aunts and their descendants taking equally.

CoONNECTICUT

A. Rights of surviving spouse:
(1) Widow takes—
(@) One-third of realty and personalty if descendants survive.
(b) All realty and personalty up to $2,000 and one-half the excess, if
a parent but no descendants survive.
(¢) All realty and personalty if no descendant or parent survive.
(2) Widower takes in same manner as widow above.
B. Order of descent and distribution:
1. Children and their descendants.
2. Parents.
3. Brothers and sisters and their descendants.
4. Next of kin.
5. The State.

The property of the intestate or such portion as does not go to the
surviving spouse passes in the order shown above, the persons in one
class excluding those in subsequent classes.

DELAWARE

A. Rights of surviving spouse:
(1) Widow takes—
(a) One-half realty for life, and one-third personalty if children and
descendants survive.
(b) All realty for Jife and all personalty if neither children nor descend-
ants survive.
(2) Widower takes in same manner as widow above.
B. Order of descent and distribution:
1. Children and their descendants.
2. Parents.
3. Brothers and sisters and their descendants.
4. Next of kin.
5. The State.

The property of the intestate, or such portion as does not go to the
surviving spouse, passes in the order shown above, the persons in one
class excluding those in subsequent classes except ‘as noted below:

Nore—Classes 2, 3, and 4.—Realty which came to intestate by an ancestor
descends to brothers and sisters of the blood of the ancestor.

Note—Class 4.—In this class, those of equal degree (and their descendants by
representation) take equally, preference within the same degree being given to
those claiming through the nearest ancestor. Collateral kindred eclaiming real
estate through a nearer common ancestor are preferred over those claiming
through a more remote ancestor.

District oF COLUMBIA

A. Rights of surviving spouse:
(1) Widow takes—
(@) One-third realty for life and one-third personalty if descendants
survive.
(b) One-third realty for life and one-half personalty if no descendant,
but parent, brother, sister, or child of brother or sister survive.
(¢) One-third realty for life and all the personalty if no child, parent,
grandchild, brother, sister, or child of brother or sister but
other kindred survive.
(d) All realty and personalty if no kindred survive.
(2) Widower takes in same manner as widow above, except that as to realty,
in cases where widow would take one-third for life, widower takes all
for life if issue was born of the marriage capable of inheriting.
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B. Order of descent and distribution:
I. Descent—

. Children and their descendants.
. Brothers and sisters and their descendants.
Father.
. Mother.
. Next of kin. (See note.)

Kindred of spouse or spouses.

The United States.
istribution—

Children and their descendants.

Father.

Mother.

Brothers and sisters and their descendants.

Next of collateral kin to the fifth canon-law degree.
. Grandparent (male preferred to female on same side).
. District of Columbia.

The property of the intestate or such portion as does not go to the
surviving spouse passes in the order shown above, the persons in one
class excluding those in subsequent classes, except as noted below:

Nore—Classes 2, 8, 4 and 5 descent.—In the case of ancestral realty those of
the blood of the ancestor in any degree are preferred.

Note—Class § descent.—In this class descent is to the nearest ancestors (male
being preférred in same degree) or their descendants.

1L,

Noorwo~Tao o cotom

FLoripa

A. Rights of surviving spouse:
(1) Widow takes—
(a) One-third of realty for life and one-third of personalty if more
than one child survive.
(b) One-third realty for life and one-half personalty if only one child
survive.
(¢) One-third realty for life and one-half the personalty if no children
but other descendants survive.
(dy Al of realty and personalty if no descendants survive.
(2) Widower takes—
(a) Realty and personalty with children and descendants if such

survive.
(b) All realty and personalty if no descendants survive.

B. Order of descent and distribution:

1. Children and their descendants.

2. Parents.

3. Brothers and sisters and their descendants.

4. Next of kin.

5. Kindred of spouse.

6. The State.

The property of the intestate or such portion as does not go to the
surviving spouse passes in the order shown above, the persons in one
class excluding those in subsequent classes.

NoTe—Class 4.—In the case of this class the estate is divided into two moieties,
one moiety each going to paternal and maternal kindred as follows: (1) Grand-
father; (2) Grandmother, uncles, aunts, and their descendants, and so on to
the nearest male ancestor, then to the nearest female ancestor of the same degree,
and their descendants.

GEORGIA

A. Rights of surviving spouse (see note):
(1) Widow takes—
(@) A .child’s part, but not less than one-fifth of realty and personalty
if descendants survive.
(b) All realty and personalty if no descendants survive.
(2) Widower takes in same manner as widow above.
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B. Order of descent and distribution:
1. Children and their descendants.
2. Parents, brothers, and sisters and their children and grandchildren.
3. Next of kin.
4. The State.

The property of the intestate or such portion as does not go to the
surviving spouse passes in the order shown above, the persons in one
class excluding those in subsequent classes.

NoTeE.—Rights of surviving spouse—A widow may elect to take dower—one-
third of the realty for life—in lieu of rights in realty under intestate law stated
above.

Note.—Class 4.—First cousins, uncles, and aunts inherit equally and come first
among ‘‘next of kin.”” The more remote degrees are determined by the rules of
canon law as adopted and enforced in the English courts prior to July 4, 1776.

Ipano
(Community property State)

A. Rights of surviving spouse:
(1) Widow takes—

(a) All the community property and one-third of the separate prop-
erty if more than one child, one child and descendants of one
or more, or descendants of more than one survive.

(b) All the community property and one-half the separate property
if parent, one child, or descendants of one, survive.

(c) All of community and separate property if no descendant or parent
survive.

(2) Widower takes in same manner as widow above.
B. Order of descent and distribution:

1. Children and their descendants.

2. Parents.

3. Brothers and sisters and their children.

4. Next of kin. (Sce note.)

5. The State.

The property of the intestate or such portion as does not go to the
surviving spouse passes in the order shown above, the persons in one
class excluding those in subsequent classes, except as noted below:

. Note.—Class 2.—If decedent was an unmarried minor, any inheritance from
a parent passes to the other children of such parents or their descendants.

Note.—Class 4.—Next of kin of equal degree take equally except that those
descended from the nearest ancestor are preferred.

ILLiNors

A. Rights of surviving spouse (see note):
(1) Widow takes—
(a) One-third of realty and personalty if descendants survive.
(b) One-half the realty and all the personalty if no descendants but
parents, brothers, and sisters, or their descendants survive.
(¢) All realty and personalty if no kindred survive.
B. Order of descent and distribution:
1. Children and their descendants.
2. Parents, brothers, sisters, and their descendants.
3. Next of kin.
4. The county.

The property of the intestate or such portion as does not go to the
surviving spouse passes In the order shown above, the persons in one
class excluding those in subsequent classes.

Note.—Rights of surviving spouse.—The widow or widower may elect to take

dower—one-third of the realty for life—in lieu of the rights in realty under intes-
tate law stated in case (a) above.
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Inprana

A. Rights of surviving spouse (see note):
(1) Widow takes—
(@) One-third of the realty and personalty if more than one child
survive.
(b) Onme-half of the realty and personalty if only one child survive.
(¢) Three-fourths of the realty and personalty if no children but a
parent survive.
(d) All realty and personalty if no children or parents survive.
(2) Widower takes:
(a) One-third of the realty and personalty if children survive.
(b) All realty and personalty if no children or parent survive.
B. Order of descent and distribution:
1. Children and their descendants.
2. Parents, brothers and sisters and their déscendants. (See note.)
3. Next of kin.
4. The State.

The property of the intestate or such portion as does not go to the
surviving spouse, passes in the order shown above, the persons in one
class excluding those in subsequent classes.

NoreE—Rights of surviving spouse.—As against creditors the widow’s share in
the realty is limited as follows: If the value does not exceed $10,000, to one-third;
if it exceeds $10,000 but does not exceed $20,000, one-fourth; if it exceeds $20,000,
one-fifth. If she remarry and descendants by a former marriage survive, she
can not alienate real estate which came to her by such marriage without joinder
by the children; also, if widow is childless by decedent, and she leaves surviving
children of a former marriage, her interest is only for life.

Nore—Class 2.—One-half goes to parents or survivor.

Nore—Class 3.—If decedent acquired the inheritance by gift, devise, or de-
scent, preference is given to the line from which it was so acquired, if otherwise
acquired, it goes one-half to the paternal, one-half to the maternal line, or all to
the surviving in the following order: Grandparents or survivor, uncles and aunts
and their descendants, next of kin.

Towa
A. Rights of surviving spouse:
(1) Widow takes—

(a) One-third of the realty and personalty if descendants survive.

(b) All of the realty and personalty up to $7,500 in value and one-
half the excess if no descendants but parents or heirs of latter
survive.

(¢) All realty and personalty up to $7,500 in value and one-half the
excess if no kindred but heirs of a deceased spouse or spouses
survive.

(d) All realty and personalty if no kindred of decedent or deceased
spouse survive.

(2) Widower takes in same manner as widow above.
B. Order of descent and distribution:

1. Children and their descendants.

2. Parents.

3. Brothers and sisters and their descendants.

4. Next of kin.

5. Heirs of spouses.

6. The State.

The property of the intestate or such portion as does not go to the sur-
viving spouse passes in the order shown above, the persons in one
class excluding those in subsequent classes except as noted below:

Nore—Nonresident aliens.—Nonresident alien widows, and heirs and devisees
of alien or naturalized citizens, may take and hold real estate for 20 years; but

if at the end of that time the alien heirs have not become residents of the State,
-or the property sold to a bona fide purchaser, such property escheats to the State.
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Kansas
A. Rights of surviving spouse:
(1) Widow takes—
: (a) Ome-half the realty and personalty if descendants survive.
(b) All the realty and personalty if no descendants survive.
(2) Widower takes in same manner as widow above.
B. Order of descent and distribution:
. Children and their descendants.
. Parents.
. Brothers and sisters and their descendants.
. Next of kin.
5. The county schools.

‘The property of the intestate or such portion as does not go to the
surviving spouse passes in the order shown above, the persons in one
class e\cludlnﬂ those in subsequent classes.

Nore—Class 4.—In this class the property passes to the nearest lineal ances-
tors, or the surviving, then to their descendants.

TR O LD =

KeNTUCKY
A. Rights of surviving spouse:
(1) Widow takes—
(a) Onme-third of the realty and one-half the personalty if kindred
survive.
(b) Al the realty and personalty if no kindred survive.
(2) Widower takes in same manner as widow above.
B. Order of descent and distribution:
. Children and their descendants.
. Parents.
Brothers and sisters and their descendants.
. Next of kin.
. Kindred of spouses.
he State.

The property of the intestate or such portion as does not go to the
surviving spouse passes in the order shown above, the persons in one
class excluding those in subsequent classes, except as noted below}

Nore—Class 2.—If no descendants survive, any inheritance in realty, the gift
of a parent, passes to such parent. If an infant without issue leaves realty derived
from a parent by gift, devise, or descent, it goes preferably to such parent, or
kindred not further removed than descendants of grandparents.

Note—Class 4.—In this class one half goes to the paternal, the other half
to the maternal line, or all to the surviving, the nearest ancestors taking first,
then their descendants.

DO WO =

Lovuistana

(Community property State)

A. Rights of surviving spouse (see note):
(1) Widow takes—
(@) One-half the community property and usufruct in remainder so
long as she does not remarry if descendants survive.
(b) Three-fourths the community property if no lawful descendants
but parent survive.
(¢) All the community and separate property if no descendants or
kindred survive.
(2) Widower takes in same manner as widow above.
B. Order of descent and distribution:
1. Children and their descendants.
2. Parents, brothers and sisters, and descendants of brothers and sisters.
3. Next of kin.
4. The State.
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The property of the intestate or such portion as does not go to
the surviving spouse passes in the order shown above, the persons in
one class excluding those in subsequent classes, except as noted below:

Nore—Rights of swrviving spouse.—The natural child of a father does not
exclude the widow from taking all the property, but the natural child of a mother
excludes the widower from taking all the property. If the wife brought no dowry
or an inconsiderable one with respect to the condition of the husband, and either
the husband or wife die rich, leaving the survivor in necessitous circumstances,
the survivor may take a fourth of the estate when there are no children, or a
fourth in usufruct when there are not more than three children, or a child’s part
in usufruet when there are more than three children.

Further, a widow and children in necessitous circumstances and not possessed
in their own right of property worth $1,000 may take from the estate of husband
or father enough to make up that amount, the widow to have it in usufruct during
widowhood.

Nore—Class 2.—If both parents survive, they take one half equally, the other
balf going to brothers and sisters and their descendants; if only one parent survive,
he or she takes one-fourth, three-fourths going to brothers and sisters and their
descendants.

NoTE—Class 3.—Among next of kin, ascendants are preferred, and if there are
ascendants in equal degree in both lines, those of each take half; otherwise, all
goes to the ascendants in the nearest degree. Collaterals of equal degree take
equally.

MaiNgE
A. Rights of surviving spouse:
(1) Widow takes—
(a) One-third realty and personalty if descendants survive.
(b) One-half of realty and personalty if no descendants but other
kindred survive.
(¢) All realty and personalty if no kindred survive.
(2) Widower takes in same manner as widow above.
B. Order of descent and distribution:
Children and their descendants.
Parents.
Brothers and sisters.
Next of kin.  (See note.)
The State.

The property of the intestate or such portion as does not go to the
surviving spouse passes in the order shown above, the persons in one
class excluding those in all subsequent classes except as noted below :

Nore—Class 2.—If one parent is dead the share which would have passed to
him or her passes to brothers and sisters and their children and grandclildren.
If no brother and sister survive, to the surviving parent.

Nore—Class 83.—Children and grandchildren of deceased brothers or sisters
take by representation if a brother or sister survive. If decedent was an un-
married minor any inheritance from a parent goes to the other children of such
parent or their descendants.

Nore—Class 4.—Next of kin of equal degree take equally, those claiming
through the nearest ancestor being preferred.

SRt

MARYLAND

A. Rights of surviving spouse (see note) :
(1) Widow takes—
(a) One-third of realty and personalty if descendants survive.
(b) One-half of realty and personalty if no descendants, but parent,
brother or sister, or child of brother ‘or sister survive.
(¢) All realty and personalty if no child, grandebild, parent, brother
or sister, or child of brother or sister survive.
(2) Widower takes in same manner as widow above.
B. Order of descent and distribution:
1. Children and their descendants.
2. Parents. L
3. Brothers and sisters and their descendants.
4. Next of kin.
5. The State.
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The property of the intestate or such portion as does not go to the
surviving spouse passes in the order shown above, the persons in one
class e\cludmw those in subsequent classes.

Nore—Rights of surviving spouse.—The surviving spouse may elect to take
dower, consisting of one-third life interest in lands held by equitable or legal title
durlng coverture, in lieu of the rights under intestate law stated above.

Nore—Class 4.—Collaterals, of whatever degree, are preferred to ascendants,
lS)ut if no next of kin beyond the fifth canon law degree, property escheats to the

tate.

M ASSACHUSETTS

A. Rights of surviving spouse (see note):
(1) Widow takes—
(a) One-third of realty and personalty if descendants survive.
(b) All the estate up to $5,000 in value and one-half the excess if no
descendants but other kindred survive.
(c) All realty and personalty if no kindred survive.
(2) Widower takes in same manner as widow above.
B. Order of descent and distribution:
1. Children and their descendants.
2. Parents.
3. Brothers and sisters and their descendants.
4. Next of kin. (See note.)
5. The State.

The property of the intestate or such portion as does not go to
the surviving spouse passes in the order shown above, the persons in
one class excluding those in subsequent classes.

Nore—Rzights of surviving spouse—The surviving spouse may elect to take
dower, consisting of one-third life interest in all realty owned by decedent during
coverture, in lieu of the rights under intestate law stated above.

Nore—Class 4.—In this class those of the same degree take equally, except
that descendants from the nearest ancestor are preferred.

MicHIGAN

A. Rights of surviving spouse:
(1) Widow takes—

(a) One-third of the realty and personalty if more than one child,
one child and descendants of one or more, or descendants of
more than one survive.

(b) One-third of the realty and one-half the personalty if one child,
or descendants of one, survive.

(¢) One-half the realty, all the personalty up to $3,000 in value, and
one-half the excess if no descendants, but parent, brothers,
sisters, or children of brothers or sisters survive.

(d) All the realty and personalty if none of the above kindred survive.

(2) Widower takes—

(a) One-third of personalty if more than one child, one child, and
descendants of a deceased child, or descendants of two or more
deceased children survive.

(b) One-half of personalty if one child, or issue of a deceased child,
survive.

Otherwise, in same manner as widow above.
B. Order of descent and distribution:
1. Children and their descendants.
2. Parents.
3. Brothers and sisters and their children.
4. Next of kin.
5. The State.

The property of the intestate or such portion as does not go to
the surviving spouse passes in the order shown above, the persons in
one class excluding those in subsequent classes.
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NoTteE—Rights of surviving spouse.—The surviving spouse may elect to take
dower, life income of one-third of all of an estate of inheritance of which decedent
was seized during marriage, in lieu of the rights in realty under intestate law
stated above.

Nore—Class 3.—If decedent was an unmarried minor, any realty which came
from a parent descends to the other children of such parent and their descendants.

Nore—Class 4.—Next of kin of equal degree take equally except that those
claiming through the nearest ancestor are preferred.

MINNESOTA

A. Rights of surviving spouse:
(1) Widow takes—
(a) One-third of realty and one-third personalty if descendants sur--
vive.
(b) All realty and personalty if no descendants survive.
(2) Widower takes in same manner as widow above.
B. Order of descent and distribution:
1. Children and their descendants.
2. Parents.
3. Brothers and sisters and their descendants.
4. Next of kin.
5. The State.

The property of the intestate or such portion as does not go to
the surviving spouse passes in the order shown above, the persons in
one class e\cludmfr those in subsequent classes, except as noted below =

NorE—Class 3.—If decedent was an unmarried minor, any inheritance from &
parent goes to children of such parent, or their descendants. If no brother or-
sister survive, descendants of brothers and sisters take if next of kin.

Note—Class 4.—Next of kin of equal degree take equally, except that those
descended from the nearest ancestors are preferred.

Misstssippr

A. Rights of surviving spouse:
(1) Widow takes—
(a) A child’s part of realty and personalty if descendants survive.
(b) All realty and personalty if no descendants survive.
(2) Widower takes in same manner as widow above.
B. Order of descent and distribution:
1. Children and their descendants.
2. Parents, brothers and sisters and their descendants.
3. Next of kin.
4. The State.

The property of the intestate or such portion as does not go to the
surviving spouse passes in the order shown above, the persons in one
class e\cludmfr those in subsequent classes.

M1SSOURI

A. Rights of surviving spouse:
(1) Widow takes—

(a) A child’s part of the realty and personalty if children of the mar-
riage survive.

(b) A child’s part of the realty and all the personalty which came to
the intestate by right of the marriage if descendants by a
former, but none by the last marriage survive.

(c) All realty and personalty which came to the intestate by right of
the marriage, and one-half the realty and personalty of intes-
tate if no descendants, but parents, brothers, sisters, or de-
scendants of brothers or sisters survive.

(d) All the realty and personalty if no descendants, parents, brothers,
sisters, or descendants of brothers or sisters survive.

(2) Widower takes in same manner as widow above.
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B. Order of descent and distribution:

. Children and their descendants.

. Parents, brothers, and sisters and their descendants.
. Next of kin.

. Kindred of spouse.

. The State.

The property of intestate or such portion as does not go to the.
surviving spouse passes in the order shown above, the persons in one
class excluding those in subsequent classes.

Ot 00 1D =

NoTe—Rights of surviving spouse.—The surviving spouse may elect to take
dower, consisting of one-third of the realty for life, in lieu of the rights in realty
under intestate law stated above.

Nore—Class 3.—In this class the nearest lineal ancestors, their children and-
descendants take in equal parts.

MonTANA
A. Rights of surviving spouse:
(1) Widow takes—
(a) One-third of realty and personalty if more than one child, one child
and descendant of one, or descendants of more than one sur-

vive.
(b) One-half of all realty and personalty if one child, descendants:
of one child, parent, brother, or sister survive.
(¢) All realty and personalty if none of above kindred survive.
(2) Widower takes in same manner as widow above.
B. Order of descent and distribution:
1. Children and their descendants.
2. Parents.
3. Brothers and sisters and their descendants.
4. Next of kin.
5. The State.

The property of the intestate or such portion as does not go to
the surviving spouse passes in the order shown above, the persons in
one class excluding those in subsequent classes.

Nore—Class 2.—If decedent was an unmarried minor any inheritance from
a parent deseends to the other children of such parent or their descendants.

NoTe—Class 4.—In this class next of kin take equally, except that those
claiming through the nearest lineal ancestors are preferred.

NEBRASKA
A. Rights of surviving spouse:
(1) Widow takes—

(a) Onme-third of realty and personalty if parent of all children and
two or more children or one child and descendants of one or
more or descendants of two or more children survive.

(b) One-half of the realty and personalty if parent of all children,
and one child, or descendants of only one child survive.

(¢) One-fourth the realty and personalty if not the parent of all
children, and one or more children or descendants of one or
more survive.

(d) One-half the realty and personality if no descendants but other
kindred survive.

(e) All the realty and personalty if no kindred survive.

(2) Widower takes in same manner as widow above.
B. Order of descent and distribution:
Children and their descendants.
Parents.
Brothers and sisters and their children.
. Next of kin.
5. The State.

e 90 19 1
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The property of the intestate or such portion as does not go to the
surviving spouse passes in the order shown above, the persons in one
class excluding those in subsequent classes, except as noted below:

NorE—Class 2.—If intestate was an unmarried minor any inheritance from
a parent descends to the other children of such parent or their descendants.

Norte—Class 4.—Next of kin take equally, except that those claiming through
the nearest ancestors are preferred.

NEvVADA
(Community property State)

A. Rights of surviving spouse:
(1) Widow takes—

(a) One-half the community property and one-third the separate
property if more than one child, one child and descendants of
one or more, or descendants of more than one, survive.

(b) One-half the community property and one-half the separate
property if one child, or descendants of one, survive.

(¢) All the community property and one-half the separate property
if no descendants but parent, brother, sister, or children of
brothers or sisters survive.

(d) All the community and separate property if no descendants,
parents, brothers, sisters, or children of brothers or sisters
survive.

(2) Widower takes all the community property; otherwise in same manner
as widow above.
B. Order of descent and distribution:
1. Children and their descendants.
2. Parents.
3. Brothers and sisters and their children.
4. Next of kin.
5. The State.

The property of the intestate or such portion as does not go to the
surviving spouse passes in the order shown above, persons in one class
excluding those in subsequent classes, except as noted below:

Nore—Class 3.—If decedent was an unmarried minor any inheritance from a
parent descends to the other children of such parent or their descendants.

Nore—Class 4.—Next of kin take equally except that those claiming through
the nearest lineal ancestors are preferred.

NEw HAMPSHIRE

A. Rights of surviving spouse (see note):
(1) Widow takes—
(a) One-third of the realty and personalty if descendants survive.
(b) All the realty and personalty up to $5,000 in value and one-half
the excess if no descendants survive.
(2) Widower takes—
(e) In same manner as widow above, except that if descendants, but
none by him, survive, his share of the realty is one-third for

life.
B. Order of descent and distribution:
1. Children and their descendants.
2. Parents.
3. Brothers and sisters and their children and grandchildren.
4. Next of kin.
5. The State.

The property of the intestate or such portion as does not go to the

surviving spouse passes in the order shown above, the persons in one
class excluding those in subsequent classes, except as noted below:

Note—Rights of surviving spouse.—The widow may elect to take dower,
eonsisting of so much of the real estate as will produce a yearly income equal to
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one-third of the yearly income thereof, and the widower may elect to take curtesy
as at common law in lieu of the rights in realty under intestate law stated above.

Nore—Class 3.—If decedent was an unmarried minor, any inheritance from a
parent descends to the other children of such parent or their descendants.

NEw JERSEY

A. Rights of surviving spouse (see note):
(1) Widow takes—

(a) One-ha]_f realty for life, and one-third personalty if descendants
survive.

(b) All the realty purchased during coverture and remaining undis-
posed of, one-half of other realty for life, and all of the per-
sonalty if no descendants but other kindred survive.

(c) All realty and personalty if no kindred survive.

(2) Widower takes in same manner as widow above.

B. Order of descent and distribution:

I. Descent—
1. Children and their descendants.
2. Brothers and sisters of the whole blood and their descendants.
3. Parents.
4. Brothers and sisters of the half blood and their descendants.
5. Next of kin.
6. The State.

I1. Distribution—
1. Children and their descendants.
2. Parents, brothers, sisters, and children of brothers and sisters.
3. Next of kin.
4. The municipality.

The property of the intestate or such portion as does not go to the
surviving spouse passes in the order shown above, persons in one
class e\cludmg those in subsequent classes, except as noted below:

Nore—Classes 4 and 5 of descent.—In the case of property derived from an
ancestor by descent, devise, or gift, those of the blood of the ancestor are
preferred.

New MEexico

(Community property State)

A. Rights of surviving spouse:
(1) Widow takes—
(a) Three-fourths of the community property and one-fourth of the
separate property if descendants survive.
(b) All community and separate property if no descendants survive.
(2) Widower takes—
(a) All community property in all cases; otherwise in same manner
as widow above.
B. Order of descent and distribution:
1. Children and their descendants.
2. Parents.
3. Brothers and sisters and their descendants.
4. Next of kin.
5. Kindred of spouses.
The State.

The property of the intestate or such portion as does not go to the
surviving spouse passes in the order shown above, the persons in one
class e\dudmg those in subsequent classes, e\cept as noted below:

Nore—Class 4.—In this class the property passes to the nearest lineal ances-
tors, or the surviving, and their descendants.

Nore—Class 5.—If decedent was a widow or widower and left no issue, any
separate property which came to decedent by descent, devise, or bequest from a
spouse goes to the heirs of the spouse; and property which was held in community
with the spouse of the widow or widower goes to the issue of such spouse, or, if no
issue, one-half to the heirs of decedent and one-half to the heirs of the spouse.

156838—33 13
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NEw York

A. Rights of surviving spouse:
(1) Widow takes—

(a) One-third of the realty and personalty if descendants survive.

(b) All realty and personalty up to $5,000 and one-half the excess
if no descendants but parents survive.

(¢) All realty and personalty up to $10,000 and one-half the excess
if no descendants or parents but brother, sister, nephew,
or niece survive.

(d) All realty and personalty if none of the above kindred survive.

(2) Widower takes in same manner as widow above.
B. Order of descent and distribution:
Children and their descendants.
Parents.
Brothers and sisters and their descendants.
Next of kin.
Children of spouse.
Next of kin of spouse.
The State.

The property of the intestate or such portion as does not go to the
surviving spouse passes in the order shown above, the persons in
one class. excluding those in subsequent classes, except as noted below:

Nore—Rights of surviving spouse.—Where the marriage occurred prior to
September 1, 1930, the widow may elect to take dower, one-third of the realty of
which decedent was seized prior to that date, and the widower may elect to take
common law curtesy if wife died prior to that date in lieu of the rights under
intestate law.

Nore—Class 6.—This class takes only the property derived from the spouse
by will or intestacy.

B R ice

NorTH CAROLINA

A. Rights of surviving spouse:
(1) Widow takes—
(a) One-third realty for life and a child’s part butnotmore than one-
tnird of the personalty if descendants survive.
(b) One-third of the realty for life and one-half of personalty if no
descendants but other kindred survive.
(¢) All realty and personalty if no kindred survive.
(2) Widower takes—
(a) All realty for life and a child’s part in the personalty if descendants

survive.
(b) All realty for life and all personalty if no descendants but other
kindred survive.
(¢) All realty and personalty if no kindred survive.
B. Order of descent and distribution:
I. Descent—
Children and their descendants.
Brothers and sisters and their descendants.
Parents.
Next of kin.
The State.
IT. Distribution—
1. Children and their descendants.
2. Parents.
3. Next of kin.
4. The State.

The property of the intestate or such portion as does not go to the
surviving spouse passes in the order shown above, the persons in one
class excluding those in subsequent classes except as noted below:

O 500
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Nore—Class 4.—In the descent of property derived from an ancestor by
deseent, or, if decedent would have been an heir, by gift, devise, or settlement,
those of the blood of the ancestor are preferred. In the case of property not thus
derived, or thus derived where the blood of the ancestor is extinet, the property
goes to the descendants of the nearest ancestor. Next of kin does not include
ascendants.

NortH DarOTA

A. Rights of surviving spouse:
(1) Widow takes—

(a) Ome third of the realty and personalty if more than one child,
one child and descendants of one or more, or descendants of
more than one survive.

(b) One-half of the realty and personalty if only one child or descend-
ant of only one survive.

(¢) All the realty and personalty up to $15,000 in value and one-half
the excess, if no descendant but a parent survive.

(d) All the realty and personalty up to $25,000 in value and one-half
the excess, if no descendant or parent, but brothers, sisters, or
their children survive.

(e) All the realty and personalty if no descendant, parent, brother,
sister or child of a brother or sister survive.

(2) Widower takes in same manner as widow above.
B. Order of descent and distribution:

1. Children and their descendants.

2. Parents.

3. Brothers and sisters and their children.

4. Next of kin. (See note.)

5. The State.

The property of the intestate or such portion as does not go to
the surviving spouse passes in the order shown above, the persons
in one class e\cludmv those 1n subsequent classes.

Nore—Class 2.—If decedent was an unmarried minor, any inheritance from
a parent descends to the other children of sueh parent and their descendants.

NoTe—Class 4.—In this class, a foster parent of an infant decedent, if not a
guardian of the estate is preferred. Otherwise, next of kin of equal degree take
equally, except that those claiming through the nearest ancestor are preferred.

Nore—Ancestral property.—In the case of property derived from an ancestor
by gift, devise or descent, those not of the blood of the ancestor are excluded.

Omio
A. Rights of surviving spouse:
(1) Widow takes—

(a) One-third of realty for life, one-half of first $400, and one-third of
residue of personalty if descendants survive.

(b) All realty for life which came intestate from an ancestor by gift,
devise or descent, all other realty in fee and all personalty if
no descendants survive.

(2) Widower takes in same manner as widow above.
B. Order of deseent and distribution:

1. Children and their descendants.

2. Parents, brothers, and sisters, and their descendants.

3. Next of kin.

4. The State.

The property of the Intestate or such portion as does not go to
the surviving spouse, passes in the order shown ahove, the persons in
one class excluding those in subsequent classes, except as noted
below:

NoteE.—Class 2.—In the case of realty, parents take an estate for life only,

remainder to brothers and sisters; in the case of personalty they take one-half
absolutely.
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Nore.— .lncestral realty—In the case of realty which came to decedent from

an ancestor by gift, devise, or descent, the property descends as follows:

. Children and their descendants.

Brothers and sisters of the blood of the ancestor and their descendants.
The ancestor.

. Descendants of the ancestor.

Spouse of ancestor if a parent of decedent.

Brothers and sisters of ancestor and their descendants.

Brothers and sisters not of the blood of ancestor and their descendants.
. Next of kin of the blood of ancestor.

The State.

Note.—Classes 2, 3, and 4.—If no descendants by the marriage survive, any
property which came to intestate from a former deceased spouse passes to the
descendants of such spouse, or if none, one-half to the brothers and sisters of
such spouse and one-half to the brothers and sisters of the intestate, or their
descendants.

000 ~1O Ut i W —

OKLAHOMA

A. Rights of surviving spouse (see note):
(1) Widow takes—

(@) Omne-third of the realty and personalty if more than one child,
one child and descendants of one or more, or descendants of
more than one survive.

(b) One-half the realty and personalty if one child or descendant of
one, or if parent, brother, or sister survive.

(¢) All realty and personalty if no descendent, parent, brother, or
sister survive.

(2) Widower takes in same manner as widow above.
B. Order of descent and distribution:
1. Children and their descendants.
2. Parents.
3. Brothers and sisters and their children.
4. Next of kin.
. The State.

'I‘he _property of the intestate or such portion as does not go to the
surviving spouse passes in the order shown above, the persons in one
class excluding those in subsequent classes, except as noted below:

NoreE—PRighis of surviving spouse—If no descendants survive, property ac-
quired by the joint industry of husband and wife during coverture goes to the
surviving spouse, at whose death such of it as remains, if any, goes one half to the
heirs of the spouse and one-half to the heirs of the intestate. If decedent was
married more than once, leaves children surviving, and property not acquired
during coverture with surviving spouse, the latter takes only a child’s part (de-
scendants of children taking by representation).

Nore—Class 3.—If decedent was an unmarried minor, any inheritance from a
parent descends to the other children of such parent of their descendants.

Nore—Class 4.—Next of kin take equally except that those claiming through
the nearest ancestors are preferred.

OREGON

A. Rights of surviving spouse:
(1) Widow takes—
(a) Ore-half of realty for life and one-half the personalty if descend-
ants survive.
(b) All of realty and personalty if no descendants survive.
12) Widower takes in same manner as widow above.
B. Order of descent and distribution:
Children and their descendants.
Parents.
Brothers and sisters and their descendants.
Next of kin.
The State.

bup oo
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The property of the intestate, or such portion as does not go to the
surviving spouse passes in the order shown above, the persons in one
class e\cludlnw those in subsequent elasses.

Nore—~Classes 3 and 4.—If no brother or sister survive, their descendants take
only if next of kin. In this elass next of kin take equally except that those claim-
ing through the nearest ancestors are preferred. If an unmarried minor dies
leaving real property deseended from an ancestor, such property goes to the heirs
of the ancestor us though the minor had predeceased the ancestor.

PENNSYLVANTA

A. Rights of surviving spouse:
(1) Widow takes—

(a) One third of the realty and personalty if more than one child,
oune child and descendants of one or morve, or descendants of
more than one, survive.

(h) Ome-half the realty and personalty if one child, or descendants of
one, survive.

(c) $5,000 in aggregate value and one-half the excess of realty and
personalty if no descendants but other kindred survive.

(2) Widower takes in same manner as widow above.
B. Order of deseent and distribution:
. Children and their descendants.
Parents.
Brothers and sisters, their children and grandehildren.
Next of kin.
The State.

The property of the intestate or such portion as does not go to
the surviving spouse, passes in the order shown above, the persons
in one class excluding those in subsequent classes, except as noted
below.

DT 0O O

Nore—Class 4.—In this class descendants of grandparents take by repre-
sentation if a grandparent survive, and children of uncles and aunts if an uncle-
or aunt survive. Otherwise, kindred of egual degree take equally.

Ruopt IsLanp

A. Rights of surviving spouse:

(1) Widow takes—

(a) One-third of the realty for life and one-half of the personalty if
descendants survive.

(b) All realty for life, and first $3,000 in value of personalty and one-
half the excess if no descendants but other kindred survive.

(¢) All realty and personalty if no kindred survive.

(2) Widower takes all realty for life if issue born alive of the marriage cap-
able of inlieriting; otherwise in same manner as widow above
in (b) and (¢).

B. Order of descent and distribution:

Children and their descendants.

Parents.

Brothers and sisters and their descendants.
Next of kin.

. Kindred of spouse.

. The town.

The property of the intestate or such portion as does not go to the
surviving spouse passes in the order shown above, the persons in one
class excluding those in subsequent classes, except as noted below:

Nore—Classes 2, 3, and j.—In the case of realty which came tointestate by
gift, devise, or descent from kindred, those of the blood of such kindred are
preferred, if the intestate die without children.

Nore—Class 4.—In this class, one-half goes to the paternal and one-half to
the maternal kindred, or all to the surviving, the nearest ancestors, or the suryviv-
ing, or their descendants being preferred.

SIS GO
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SourH CaroLINA

A. Rights of surviving spouse (see note):
(1) Widow takes—

(a) One-third of the realty and personalty if descendants survive.

(b) One-half of the realty and personalty if no descendant, but an
ascendant, brother or sister, or child of a brother or sister of
the whole blood, survive.

(¢) Two-thirds of the realty and persqnalty if no descendant, as-
cendant, brother or sister, or child of a brother or sister of the
whole blood but other kindred survive.

(d) All the realty and personalty if no kindred survive.

(2) Widower takes in same manner as widow above.
B. Order of descent and distribution:
Children and their deseendants.
Parents, brothers, sisters, and children of brothers and sisters. (See note.)
Next lineal ascendant.
Next of kin.
5. The State.

The property of the intestate or such portion as does not go to the
surviving spouse passes in the order shown above, the persons in one
class excluding those in subsequent classes, except as noted below:

NoTe.—Rights of surviving spouse.—The widow may elect to take dower—one-
third of the realty for life—in lieu of her rights under intestate law, stated above.

e G010

SouTH DaroTa

A. Rights of surviving spouse:
(1) Widow takes—

(a) One-third of the realty and personalty if more than one child,
one child and descendants of one or more, or descendants of
more than one survive.

(b) Ome-half of the realty and personalty if one child or descendants
of one child survive.

(¢) First $20,000 in value and one-half the excess of realty and per-
sonalty if no descendants but parent, brother, or sister survive.

(d) All realty and personalty if no descendants, parents, brothers, or
sisters survive.

(2) Widower takes in same manner as widow above.
B. Order of descent and distribution:
1. Children and their descendants.
2. Parents.
3. Brothers and sisters, their children and grandchildren.
4. Next of kin,
5. The State.

The property of the intestate or such portion as does not go to the
surviving spouse passes in the order shown above, the persons in one
class e\cludmv those in subsequent classes, except as noted below:

Note.—Class 3—If deeedent was an unmarried minor any estate which came
to him by inheritance from a parent descends to the other children of such parent,
or their descendants. If no brother or sister survive, their children and grand-
children take if next of kin, as such.

Norte—Class 4.—Next of kin take equally except that those claiming through
the nearest ancestors are preferred.

TENNESSEE
A. Rights of surviving spouse:
(1) Widow takes—

(a) One-third of the realty for life, and a child’s share of the per-
sonalty, if descendants survive.

(b) Oue-third of the realty for life, and all the personalty ifno
descendants but parents, brothers, sisters, or descendants of
brothers or sisters survive.

(¢) All the realty and personalty if no kindred survive.

(2) Widower takes all the realty for life if issue born alive of the marriage
capable of inheriting. Ofhcrwise in same manner as widow above.



APPENDIX 193

B. Order of descent and distribution:

I. Descent—
1. Children and their descendants.
2. Brothers and sisters and their children.
3. Parents.
4. Next of kin.
5. Common school fund.

I1. Distribution—
1. Children and their descendants.
2. Parents.
3. Brothers and sisters and their children.
4. Next of kin.
5. Common school fund.

The property of the intestate or such portion as does not go to the
surviving spouse passes in the order shown above, the persons in
one class excluding those in subsequent classes, etcept as noted below:

Nore—Class 4 desceni.—In this class one moiety goes to the paternal and one
to the maternal line, the nearest ancestors and their descendants taking.

Nore—Ancestral property—In the case of realty derived fromn an ancestor by
gift, devise, or descent those of the blood of the ancestor are preferred.

Note—Class 2 distribution.—If only the father survive he takes all the per-
sonalty; if only the mother, she takes an equal share with brothers and sisters.

TEXAS
(Community property State)

A. Rights of surviving spouse:
(1) Widow takes—

(a) One-half the community property, one-third separate realty forlife,
and one-third separate personalty if descendants survive.

(b) All community property, one-half separate realty, and all of
separate personalty if no descendants but parents, brothers,
sisters, or their descendants survive.

(¢) All community and separate property if no descendants, parents,
brothers, sisters, or descendants of brothers or sisters survive.

(2) Widower takes in same manner as widow above.
B. Order of descent and distribution:

1. Children and their descendants.

2. Parents. (See note.)

3. Brothers and sisters and their descendants.

4. Next of kin.

5. The State.

The property of the intestate or such portion as does not go to the
surviving spouse passes in the order shown above, the persons in one
class excluding those in subsequent classes, except as noted below:

Nore—Class 2.—If only one parent survive, one-half the property passes to
such survivor and one-half to brothers and sisters or their descendants.

Nore—Class 4.—In this class, one moiety goes to the paternal and one to the
maternal kindred, the nearest ancestors and their descendants taking.

Utar

A. Rights of surviving spouse:
(1) Widow takes:

(@) One-third realty and personalty if more than one child, one child
and descendants of one or descendants of more than one
survive.

(b) One-half the realty and personalty if only one child or descendants
of one survive.

(¢) All realty and personalty up to $25,000 in value and one-half the
excess, if no descendant but a brother, sister, or parent survive.

(d) All the realty and personalty if no descendant, parent, brother, or
sister survive.

(2) Widower takes in same manner as widow above.
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B. Order of descent and distribution:
Children and their descendants.
Parents.

Brothers and sisters and their children.
Next of kin.

5. The State.

The property of the intestate or such portion as does not go to the
surviving spouse passes in the order shown above, the persons in one
class excluding those in subsequent classes, except as noted below:

Nore—Class 2.—If the decedent was an unmarried minor, an estate that came
to him by inheritance from a parent goes to the other children of such parent or
their descendants.

NoTE—Class 4.—In this class those of equal degree take equally, except that
those claiming through the nearest ancestors are preferred. If no brother or
sister survive, children of brothers and sisters take if next of kin.

- 010

VERMONT

A. Rights of surviving spouse (see note):
(1) Widow takes—
(a) All property up to $4,000 in value and one-half the excess if no
descendants survive.
(b) All property if no kindred survive.
(2) Widower takes in same manner as widow above.
B. Order of descent and distribution:
1. Children and their descendants.
2. Parents.
3. Brothers and sisters and their descendants.
4. Next of kin.
5. The town.

The property of the intestate or such portion as does not go to the
surviving spouse passes in the order shown above, the persons in one
class excluding those in subsequent classes, except as noted below:

Note—Rights of surviving spouse.—The widow may elect to take dower, and
the husband curtesy—one-third in value of the realty if more than one descendant
survive and one-half absolutely if not more than one survive—in lieu of the rights
under intestate law stated above.

VIRGINIA

A. Rights of surviving spouse:
(1) Widow takes—
(a) One-third of the realty for life and one-third of the personalty if
descendants survive.
(b) All the realty for life and one-half the personalty if no descendants,
but parent, brother, sister, or their descendants survive.
(¢) All realty and personalty if no descendants, brothers, sisters, or
their descendants survive.
(2) Widower takes in same manner as widow above.
B. Order of descent and distribution:
Children and their descendants.
Parents.
Brothers and sisters and their descendants.
Next of kin.
Kindred of spouse.
The State,

The property of the intestate or such portion as does not go to
the surviving spouse passes in the order shown above, the persons in
one class excluding those in subsequent classes, except as noted below:

Note—Class 4.—One moiety goes to the paternal and one to the maternal
kindred, or all to the surviving line, the nearest ancestor (or the surviving),
and their descendants, taking.

Nore—Class 2.—If decedent was infant dying without issue, any inheritance
from a parent descends to the kindred of that parent; but if none, to the kindred
of the other parent.

CHCTHSE D
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WASHINGTON
(Community property State)

A. Rights of surviving spouse:
(1) Widow takes—

(@) Onme-half the community property, one-third the separate realty,
and one-half the separate personalty if more than one child,
one child and descendants of one, or descendants of more
than one, survive.

(b) Omne-half community property, one-half the separote realty and
one-half the separate personalty if one child, descendants of
one, or parent, brother, sister, or descendants of brother or
sister survive.

(¢) All the community property, one-half the separate realty and
all the separate personalty if no descendants, but parent,
brother, sister, or descendants of brother or sister survive.

(d) All the community and separate property if no descendants,
parent, brother, sister, or descendants of brother or sister
survive.

(2) Widower takes in same manner as widow above. .
B. Order of descent and distribution:

1. Children and their descendants.

2. Parents.

3. Brothers and sisters and their descendants.

4. Next of kin.

5. The State.

The property of the intestate or such portion as remains after the
surviving spouse has been accorded his or her rights, passes in the
order shown above, the persons in one class excluding those in
subsequent classes, except as noted below:

Nore—Class 3.—If decedent was an unmarried minor, any inheritance from
a parent goes to the other children of such parent or their descendants.

Nore—Class 4.—Next of kin take equally except that those claiming through
the nearest ancestors are preferred.

WEST VIRGINTA

A. Rights of surviving spouse:
(1) Widow takes:—

(a) One-third of the realty for life and one-third of the personalty if
descendants survive.

(b) Ome-third of the realty for life and all the personalty if no descend-
ants, but both parents survive.

(¢) One-third of the realty for life, a share in one-half the realty with
brothers and sisters, and all the personalty if no descendants,
but one parent, and brothers and sisters survive.

(d) All the realty and personalty if no descendants, parent, brother,
sister or descendant of brother or sister survive.

(2) Widower takes in same manner as widow above.
B. Order of descent and distribution:
1. Children and their descendants.
. Parents.
. Brothers and sisters and their descendants.
. Next of kin.
. Kindred of spouse.
. The State.

The property of the intestate or such portion as does not go to the
surviving spouse passes in the order shown above, the persons in one
class excluding those in subsequent classes, except as noted below:

Nore—Class 2.—Only one half goes to parent, if only one survive, and any of
class 3 survive.

Nore—Class 4.—One moiety goes to the paternal, one to the maternal line, or
all to the surviving, the nearest lineal ancestors and their descendants taking.

D Ot 0O 1O
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Wisconsix

A. Rights of surviving spouse:
(1) Widow takes—

(a) One-third of the realty for life and one-third of the personalty if
more than one child, one child and descendants of one or
more, or descendants of more than one survive.

(b) One-third of the realty for life and one-half the personalty if only
one child, or descendants of one survive.

(¢) All realty and personalty if no descendants survive.

(2) Widower takes all realty for life if descendants of the last and none by

a former marriage survive and (if wife died after August 31, 1921)

do not remarry. Otherwise in same manner as widow above.

B. Order of descent and distribution:
1. Children and their descendants.
2. Parents.
3. Brothers and sisters and their descendants.
4. Next of kin.
5. The State.

The property of the intestate or such portion as remains after the
surviving spouse has been accorded his or her rights passes in the
order shown above, the persons in one class excluding those in subse-
quent classes, except as noted below:

Nore—Class 3.—If decedent was an unmarried minor, any property which
came from a parent goes to the other children of such parent and their descendants.

Nore—Class 4.—Next of kin of equal degree take equally except that those
claiming through the nearest ancestors are preferred.

Wyoming

A. Rights of surviving spouse:
(1) Widow takes—

(a) One-half the realty and personalty if descendants survive.

(b) All realty and personalty up to $20,000 in value, and three-
fourths of the excess if no descendants but parent, brother,
sister, or descendants of brothers or sisters survive.

(c) All the realty and personalty if no descendant, parent, brother
sister, or descendant of a brother or sister survive.

(2) Widower takes in same manner as widow above.
B. Order of descent and distribution:

1. Children and their descendants.

2. Parents, brothers, and sisters and their descendants.

3. Next of kin.

4. The State.

The property of the intestate or such portion as does not go to the
surviving spouse passes in the order shown above, the persons in
one class excluding those in subsequent classes.

Notre—Class 3.—In this class, the nearest ascendants and their children and
the descendants of such children take.
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EXHIBIT C
Dervclopment of the probate duties in England
Duty
Value of personal estate i
Act of . Act of Act of Act of Act of Act of Act of
4 1694 ‘ 1698 1779 1783 1789 1795 1797
& SR INe 8. | £ 80 [N SIEe S s. £ S.
0 0 0 0 0 0 0
5 10 10 10 10 10 10
5 | 10 1 10 2 10 2 10 2 10 2 10
5| 10 2 10 4 10 5 10 5 10 5 0
o 10 2 10 5 10 s 0 5 0 12550
5| 10 2 10 6 10 1 10 4 0 20 0
5 1 10 2 10 6 10 15 0 20 0 30 O
b 10 2 10 6 10 20 0 30 0 5 0
) ‘ 10 2 10 6 10 20 0 0 0 60 O
5 10 2 10 6 10 20 0 40 0 60 0
5 | 10 2 10 6 10 20 0 40 0 60 0
5 10 2 10 6 10 20 0 40 0 60 O
& | 10 2 10 6 10 20 0 40 0 60 0
5| 10 2 10 6 10 20 0 40 0 G0 0
|
Duty

Value of personal estate Act of 1815 Probate
g g o and account

Act of 1801 | Act of 1804 Act of 1880 duty, act

Testacy | Intestacy of 1891

S [iEs s. | £ s. | £ s. | £ s. | £ 8.
0 0 0 0 0 0
10 10 10 10 0 0
10 2 0 2 0 30 0 0
0 8 0 3 0 1 0 G0N 6 0
0 15 0 15 0 22 10 15 0 15 0
0 30 0 30 0 45 0 30 0 25 0
0 50 0 50 0 75 0 62 0 60 0
0 75 0 100 0 150 0 140 0 150 0
0 110 0 200 0 300 0 275 0 300 0
04 260 0 400 © 600 0O G630 0 750 0
0 550 0 750 0 1,125 0 1,375 0 1,500 0
0! 1,200 0 1,500 0 2,250 0 2,750 0 3,000 O
0| 600 0| 7,500 O] 11,250 O | 11,250 O 15,000 0O
0| 6000 O0f 15000 0| 22,500 0| 23,750 O 30,000 O
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EXHIBIT D

State death taxes in force as of September 8, 1916

State

Alabama
Arizona .
Arkansas. .
California_
Colorado. . _
Connecticut
Delaware_ .
Florida..
Georgia. .

Michigan_._. .
MMinnesota. ..

Mississippi
Missouri.
Mlontana
Nebraska__
Nevada__
New Ilan
New Jersey
New Mexico
New York.__
North Carolina.
North Dakota_
Ohio_______
Oklahoma._
Oregon. ... -
Pennsylvania.__ .

Rhode Island ___
South Carolina....

South Dakota.._._

Tennessee
TPexus_ _______ .
Ctah oo ___
Vermont. .
Virginia_
N Ashmgxon
West Vlrgl
Wisconsin.
Wyoming

do. I
-| Inheritance, collateral only__

None.—o
Inheritance, direct and “collateral . 1 1
1-3 116-4t
-2 1-2
1-3 119-414
None. 5
None. 3-12+4
1-3 125414
2 5
..... 1-2 4-5
i Inhentance coilateral only.. ...l 5

-| Inheritance, direct and collateral _

| Bstate

’ Rates

1
§ Surviving
Form of tax spouse P Brothers| Uncles | o0
(and lineal  and and Rtang
" descend- | sisters aunts SIS
' ants
|
| Per cent | Per cent | Per cenf | Per cent
i

None_ .._.
lnhemance, direct and collateral
1

TInheritance, collateral only. .| _________ 5
Inheritance, direet and collateral 1 1
1 1
1-5 2210

s 24

lnherltance, direct and collateral__.._____., = 2550
~ __.do.._ 1-5 | 3-7

_do. 1-3 | 114444
lnhemance, collateral only _________________ | 5

Inherltance direct and collateral

Iastate __________________

Nnne,,,_

Inheritance, direct and collateral

Inheritance, collateral only
do.

Inherits mcé “collat
Inheritance, direct and co]latenl

1 Wife and issue. 2 Husband.
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EXHIBIT E
PRESENT BRITISH DEATH TAXES

ScHEDULE 1.—Scale of rates British estate duly (finance act of 1930)

On net principal value of estate Rate of duty,.
per cent

Exceeding £100 and not exceeding £500_ _ _____________________________ 1
Exceeding £500 and not exceeding £1,000. ________ ____________________ 2
Exceeding £1,000 and not exceeding £5,000_ ___________________________ 3
Exceeding £5,000 and not exceeding £10,000_ __________________________ 4
Exceeding £10,000 and not exceeding £12,500__________________________ 5
Exceeding £12,500 and not exceeding £15,000_ _________________________ 6
Exceeding £15,000 and not exceeding £18.000_ _________________________ 7
Exceeding £18,000 and not exceeding £21,000_ ___________ _ ___________ S
Exceeding £21,000 and not exceeding £25,000_ _ ________________________ 9
Exceeding £25,000 and not exceeding £30,000_ _________________________ 10
Exceeding £30,000 and not exceeding £35,000_ - ________________________ 11
Exceeding £35,000 and not exceeding £40,000_ _________________________ 12
Exceeding £40,000 and not exceeding £45000__________________________ 13.
Exceeding £45,000 and not exceeding £50,000_ _ ________________________ 14
Exceeding £50,000 and not exceeding £55,000 _________________________ 15.
Exceeding £55,000 and not exceeding £65,000. _________________________ 16
Exceeding £65,000 and not exceeding £75.,000_ _ ________________________ 17
Exceeding £75,000 and not exceeding £85,000_ _________________________ 18
Exceeding £85,000 and not exceeding £100,000_ ________________________ 19
Exceeding £100,000 and not exceeding £120,000_ _______________________ 20
Exceeding £120,000 and not exceeding £150,000_ _______________________ 22
Exceeding £150,000 and not exceeding £200,000_ _ ______________________ 24
Exceeding £200,000 and not exceeding £250,000________________________ 26.
Exceeding £250,000 and not exceeding £300,000_ _______________________ 28
Exceeding £300,000 and not exceeding £400,000________________________ 30
Exceeding £400,000 and not exceeding £500,000_ _ ______________________ 32
Exceeding £500,000 and not exceeding £600,000________________________ 3
Exceeding £600,000 and not exceeding £800,000_ _ ______________________ 36
Exceeding £800,000 and not exceeding £1,000,000_ ______________________ 38
Exceeding £1,000,000 and not exceeding £1,250,000__ ___________________ 10
Exceeding £1,250,000 and not exceeding £1,500,000_ ____________________ 12
Exceeding £1,500,000 and not exceeding £2,000,000_ ____________________ 45
Exceeding £2,000,000._ _ . 50

ScHEDULE 2.—N¢f receipts from death tares !

Legacy and | N
Fiscal year Estate duty | succession | 1 otal death

duties tazes
|
LG e o o cmimimm i mim w7 i i £25,007,630 | £6,094,516 | £31,192, 146
25, 742, 554 5,992, 944 31. 735,498

25,143,566 | - 5,656,455 30, S00, 021
36,637, 708 6. 122, 269 42,759,977
40, 613, 627 6. 567, 454 47, 181, 081
15,145, 725 7,375, 262 52, 520, 987
18, 163, 487 R, 031, 180 56, 494, 667
49, 804, 961 7.751.866 57, 556, 827
50, 514, 243 8, 403, 046 58, 917,289
52. 861, 205 8, 469, 195 61, 330, 100
59, 086, 239 8, 343, 552 67,431, 791
68, 621, 349 5,363,275 76, 984, 624
72,231, 460 8,703, 153 80,934, 613
69, 548, 208 9, 557,719 79, 105, 927
D A T o Rt 82,610, 000
e e U U (100 L5 0 S 3 S 65, 000, 000

1 Receipts for years up to and including 1921-22 are for United Kingdom, for subsequent years for Great:
Britain and Northern [reland.

=a)
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EXHIBIT F
PRESENT FRENCH DEATH TAXES

ScHEDULE 1.—Scale of rates, French estate tax (taxe successorale)

[Law of June 25, 1920, as amended by the acts of August 1926, and Deec. 29, 1929]

Fraction of estate between

1,00056nd 2,000 A CS A e lEIETRee

2,001 and 10,000 francs. -
10,001 and 50,000 franes..............
50,001 and 100,000 franes_ ... ......_.
100,001 and 250,000 francs - .- ...
250,001 and 500,000 francs. .
500,001 and 1,000,000 francs._. .
1,000,001 and 2,000,000 {franes.
2,000,001 and 5,0€0,600 francs.
5,000,001 and 10,000,000 franes
10,000,001 and 50,000,000 francs.. .
50,000,001 and 100,000,000 francs__
100,000,001 and 500,060,000 francs. ..

Over 500,000,000 francs ... - ocom oo

Rates according to number
of children, living or sur-
vived by issue, left hy
the decedent !

One None
% %

....................... 11,20 23, 60
.......... 22,40 £7.20
........ 23. 60 210. 80
________ 24,80 2 14, 40
........ 2 6.00 218, 00
.......... 27.80 221,60
............ 9. 60 25. 20
,,,,,,,,,,,, 14. 40 28. 80
.......... 16. 20 32.40
.......... 18.00 36. 00
........ 19. 80 39. 60
.......... 21. 60 43. 20
........ 24. 00 44. 40
_______________________ 25.20 | 46. 80

1 Where there are 2 or more children, the tax is not imposed.
2 The rates applicable to estates up to 500,000 francs are reduced by one-half in favor of children, grand-

children, and of the surviving spouse.

ScuepULE 2.—Scale of rates, French inheritance tax (droits de mutation par décés)

Rates applicable to the fraction of the net share

from—
1to | 10,001 | 50,001 | 100,001 | 250,001 | 500,001
10,000 to to to to to
francs | 20000 100,000 { 250,000 | 500,000 | 1,000,000
franes | francs | francs | francs | franes
) % % % % % %
Lincal descendant to first degree. . ... ... { 11,20 | 12,40 | 13.60 | 14.80 | 16.60 9.00
23.00 | 24.20 | 25.40 ] 26.60 | 27.80
Lineal descendant to second degree and between hus- (12,40 | 13.60 { 14.80 | 16.00 | 17.80 } 9. 60
band and wife____ 123.60 | 24.80 | 26.00 { 27.20 | 28.40
Lineal descendant beyond second degree 4.20 5.40 6. 60 7.80 9. 00 10. 20
Lincal ascendant to first degree. ... _.__......___ 4.80 6. 00 7.20 8.40 9. 60 10. 80
Lincal ascendant to second degree and beyond . - 5.40 6.60 7.80 9.00 { 10.20 11.40
Between brothers and sisters...o.._.____________ 14.40 | 16.80 | 19.20 | 21.60 { 24.00 26. 40
Between uncles, aunts, nephews, and nieces..__._____ 20.40 | 22.80 | 25.20 7.60 | 30.00 32.40
Between great-uncles or grandaunts and grand-
nephews or grandnieces and first cousins-.....______ 26.40 | 28.80 | 31.20 ] 33.60 | 36.00 38.40
Between relatives beyond the fourth degree and be-
tween persons not related - oo oo _cooooooo _ i 32.40 | 34.80 | 37.20 | 39.60 | 42.00 44. 40

Rates applicable to tthe fraction of the net share
TO!

Lineal descendant to first degree... ... ._..____._.__
Lineal descendant to second degree and between hus-
bana and wife 8 e -
Lineal descendant beyond second degree.
Lineal ascendant to first degree....-....._.
Lineal ascendant to second degree and beyond.
Between brothers and sisters... ...
Between unecles, aunts, nephews, and nieces. . -
Between great-uncles or grandaunts and grand-
nephews or grandnieces and first cousins. ...
Between relatives beyond the fourth degree
tween persons not related.. .- cc-ccoccooaamaamaaaooo

1,000,001 | 2,000,001 | 5,000,001 | 10,000,001 Grae
to to to to 50,000,000

2,000,000 | 5,000,000 (10,000,000 50,000,000 | “¢ic A

francs francs francs francs

% % % %
10. 20 11. 40 12.60 13. 80 15.00
10. 80 12.00 13.20 14. 40 15.60
11.40 12. 60 13.80 15. 00 16. 20
12.00 13.20 14.40 15. 60 16. 80
12. 60 13.80 15. 00 16. 20 17.40
28. 80 31.20 33.60 36. 00 38.40
34,80 37.20 39. 60 42,00 44.40
40. 80 43.20 15, 60 48. 00 50. 40
46. R0 19.20 51. 60 54.00 56. 4

I Rate payahle when value of estate does not exceed 500,000 francs.
2 Ratc payable when value of estate exceeds 500,000 francs.

g
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ScHEDULE 3.—Scale of rales, French gift tax (muwtations entre vifs G litre gratuit)

1L,

II.
JHHE,

1Y

VI

VII.

[Gifts inter vivos, according to law, number of children, or degree of relationship]

To direct descending line, living or survived by issue:

A. From ascendants to descendants under civil code where— Per cent
More than 2'ehildeen®s . ____ . = . .. o0 3. 00
28cildren SR R LS 5. 40
One child. - - . 7. 80

B. By marriage contract to descendants where—

More than 2 children_____ . ______ . _._________________ 4. 20
2 children_ _ . _ __ o ._ 5. 40
INCTiT] I A—— W S L s o e S 6. 60

C. Other than I., A,, or B., where—

More than 2 children___ - _____________________________ 6. 60

2children e 9. 00

bl oo R 11. 40
To direct ascending line_ .. _ . _____________ 11. 40
To a husband or wife:

A. By marriage contract_ - ________ . ________ .. 5. 40

B. Otherwise, where—

More than 2 children_ _ ________________ .. __ 6. 60
2 children. _ oo 9. 00
1child_ e 11. 40
No children. - . _ . 13. 80
To brother or sister:
A. By marriage contract. . _______ 18. 00
B. Otherwise_ - _ i emceee-. 30. 00
To uncles or aunts, nephews or nicces:
A. By marriage contraet__ . _ . ________________________________ 24. 00
B. Otherwise_ - -~ oo 36. 00
To great uncles, great aunts, grand nephews, grand nieces, or cousins:
A. By marriage contract___ ___ ___________________ __________._ 30. 00
B. Otherwise_ - . 42. 00
To relatives beyond the fourth degree or persons not related:
A. By marriage contract___ . ___________________ . ____ 36. 00
B. Otherwise. - - o e 48. 00

ScHEDULE 4.—Receipls from French death taxes

Inheritance i Inheritance
and estate tax |  Gift fax and estate tax |  Olft tas

______________ 1, 399, 352, 000 143, 839, 000

S IITTTT) 1,940,449,518 | 139, 714, 000

Francs Francs Francs Francs
2,179, 291, 976 152, 839,
2,726, 763,304 | 1205, 816,

-1 1,450, 781, 000 156, 575, 000
1, 653, 292, 000 161, 525, 000

000

2, 389, 795, 966 145, 955, 000
2, 220, 851, 371 134, 494, 000

3 Includes first three months of 1930.
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EXHIBIT G

PRESENT GERMAN DEATH TAXES

ScHEDULE 1.—Scale of rates German tax on inheritances, gifts inter vivos, and gifis
restricted by special conditions

[Act of September 4, 1925]

RATES APPLICABLE TO AMOUNTS (PER CENT)

Broklogl o8] bttt o8|
=3 o = o
£5(9% 8% 85 85|52 85|85 82|50 s
Class Degree of relationship sElgh sk |S8 S8|sE|s5|sE|sE 128 |=8
of|oG|cB o8 |88 (8 (28|28 |38 |88
es|eE|e5|e5|e5 (65|68 |E5 (65|88 E5
o = < < == =< == - << = =}
11 | Husband and wife,? children, adopted
children, stepchildren, and illegiti-
mate children having the legal posi-
tion of legitimate children or recog-
mizedibya thelfather SSeRsee e Soi s 21 2.5 335 4145 5(65 6]6.5 T
111 | Descendants of above, except hus-
band and wife; descendants of
adopted children only if terms of
adoption extend to descendants__ . 4156 617 819 10 (1T 12 {13 14
Ill | Parents, stepfather, stepmother,
brothers, sisters, and half brothers
ARd SISEBRS. ceocovesoo o oo Tl 6|75 9 (10.5 12 113.5 15 |16.6 18 [18.5 2
IV | Grandparents and more remote an-
cestors, descendants in the first de-
gree of brothers and sisters, father-
in-law, mother-in-law, sons-in-law,
daughters-in-law_. _________________ 8 110 12 |14 16 |18 20 22 24 |26 28
V | All others not specially provided for_.| 14 {16 138 |20 22 (24 26 (28 30 (32 34
Ll G| k| Blol|ck |kl lokok|E8
(= = =3 S
HEHEEEREE §§ Sl EIEHEE
g o = = < cH|e
Class Degree of relationship §3 gBIsE gE §E =7 SE SE =47 8,5 Z—E
St iRs (oo 29 g8 | $& (ol [l [ SE | m=
c2lel |2 lES e o2 c.oNeiENEc SN S e
HG BT | HT|FD T |ED | |3 s | LD |8F
ml om| &2 2 e 2 & = R|fFR|cx
1T | Husband and wife,? children, adopted
children, stepchildren, and illegiti-
mate children having the legal posi-
tion of legitimate children or recog-
nized by the father - ____o = T 385 9195 10| 11| 12| 13| 14 15
11I | Descendants of above, except hus-
band and wife; descendants of
adopted children only if terms of
adoption extend to descendants____|15 16 |17 18 (19 20 21| 22| 23| 24 25
11{ | Parents, stepfather, stepmother,
brothers, sisters, and half brothers .
ahdiRigtersTum e IR, s 2255 24 125.5 | 271285 | 30| 32| 34| 36| 38 40
IV | Grandparents and more remote an-
cestors, descendants in the first de-
gree of brothers and sisters, father-
in-law, mother-in-law, sons-in-law,
daughters-in-law_ __________________ 30 32 (34 36 138 40 | 42| 44| 46| 48 50
V | All others not specially provided for..|{36 38 [40 42 (44 46 | 48| 51| 54 | 57 600

1If persons in Classes I or Il acnuire by right of succession from persons in the same classes,
property which was divided by reason of decease within the past 5 years and on which the tax was paid
in conformity with the present law, the tax on the said property shall be reduced by half; the tax shall be
reduced by one-fonrth if the division took place between 5 and 10 yvears.

2 Husband and wife are exempt from tax if, when the tax falls due, there are living: (e) Children; (b)
persons in legal position of legitimate children; (¢) adopted children; (d) or descendants of (a) and (b);
descendants of (¢), if terms of adoption extended to descendants.

ScHEDULE 2.— Net receipis from German death taxes

Reichsmarks
27, 259, 630
34, 602, 202
71, 900, 000
73, 531, 591
82, 200, 000
79, 000, 000
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EXHIBIT H

PRESENT ITALIAN DEATH TAXES

[Act of Apr, 30, 1930]

203

ScHEDULE 1.—Inheritance and gift tax (Tasse sulle successiont e donationi)

RATES APPLICABLE

TO AMOUNTS (PER CENT)

|
o | B £ | £ = ! g
el gl E£1212138|2 |2 |2
= = = B=] =
= = § §_ S 2’ = §.
fonshi e | 8|8 |8 |22 |E|<.1S.|¢8
Degree of relationship between the dece- | = 5 = =5 i 2 S SIERINE o
dent and the heirs or legatees S a o = o °© = = e= §
slesla|a|2|212lg |8 |2
=) — = = § é 2 g 2 =
s | 8|2|8|s|2|¢2 |8 (& 2
~ 2|8 |8 | =& |2 |=< |8 S}
1. Lineal ascendants, or 1 child only,
or descendant thereof of only child___| 1.00] 1.50{ 1.50; 2.00{ 2.50 3.00; 4.00| 6.00! 8.00 10.00
2. Between spouses without children or {
with 1 child only 1.50 2.00| 3.00| 4.00| 6.00| 8.00| 10.00! 13.00| 15.00| 18.(0
3. Between brothers and sisters 2| 4.50; 5.00f 6.00] 7.50, 9.00| 11.00|{ 13.00/ 16.00, 18.00| 21.00
4. Between uncles or aunts and nephews
or nieces_...._.____ 5.50 6.00( 7.50 9.00| 10.50| 13.00| 16.00; 19, 00| 22.00| 25.00
5. Between great-un g S
cousins, other relations bey ond the
4th degree, near relatives (blood
or marriage relations), and persons
IToIITOIate O, e 12. 00 18.00] 22.00/ 26. 00| 30. 00 35.00{ 40,00, 45.00! 50. 00

15. 00|

ScHEDULE 2.— Net receipts from Italian death laxes

Fisecal year ending June 30—
9

156838—33——14

Lire
147, 921, 541
111, 277, 686
111, 327, 118
96, 795, 356
89, 279, 415
123, 658, 064
118, 399, 264
141, 148, 616



204 FEDERAL AND STATE DEATH TAXES

EXHIBIT I
PRESENT SPANISH DEATH TAXES

TransreEr Taxes (LEy pE Los IMpursTos DE DERECHOS
TRANSMISIONES DE BIENES)

[Act of April 28, 1927]

ScHEDULE l.—Inheritance tax and gift tax

REALES

Y SOBRE

Rate (per cent) applicable to fraction

of net share between—

=3 = ) L) o = = = =)
D e of relationshi S|l £ z 5 S g 52| g 83
egre relationship “% | =g S § § § g OS ca
23 |oS|2S|ssles|83|88 2888
c¢|ogic8 |28 |88 S8 |S2 |28 (38
B & = - = PR | X o 8&“ §n‘?
7 - S n = Q % — or
1. Children, legitimate or legitimated_ .| 1.00| 1.50] 2.00} 2.25| 2.75| 3.25 3.73( 4.25 4.75
2. Legitimate descendants of the 2d
degree or beyond .« oeeeoooooooo. 1.00] 1.75{ 2.25 2.75| 3.23| 3.75 4.25| 4.50, 4.75
3. Legitimate ascendants__ 1.00| 2.00( 2.50] 3.25| 3.75| 4.00 4.25| 4.50] 4.75
4. Between ascendants and natural or
adopted descendants______________ 3.50; 3.50| 4.00| 4.75| 5.25] 5.50{ 5.75] 6.00] 6.25
5. Between spouses on succession or
usufruct arising by operationoflaw | 1.00[ 1.50| 2.00] 2.25 2.75 3.25| 3.75| 4.25 4.75
6. Between spouses on any other share_| 5.00] 5.00( 5.50| 6.25/ 6.75 7.00{ 7.25 7.50| 7.75
7. Between collaterals to 2d degree_...__| 12.00] 13.00( 15.00| 15. 75! 16.25] 16.50( 16. 75| 17.00| 17. 25
8. Between collaterals to 3d degree 1..__| 16.00| 18.00{ 20. 00| 21.00| 21.50{ 22.00 22. 50| 22.75| 23.00
9. Between collaterals to 4th degree 1___| 19.00| 21.00] 23.00] 23. 50| 24, 00f 24.25| 24. 50| 24. 75| 25. 00
10. Between collaterals to 5th degree ! 2__
11. Between collaterals to 6th degree!2__
12. Between collaterals beyond 6th de- |¢24.00{ 25.00f 27.00] 28.00| 29. 00| 29. 50| 30.00| 30.25| 30.50
gree,! and persons unrelated to
testator.
13. For the repose of the soul of the
testator. - .o cooooooo o URRiARRCS 20. 00] 20.00| 20.00| 20.00] 20.00{ 20. 00| 20. 00| 20.00| 20.00

Over 5,000,000

20. 00

1 In case of intestate successions the rates in these 4 cases are increased by 25 per cent.

2 In the case of collaterals of the fourth, fifth, or sixth degree, an additional tax of 5 per cent is levied for

the benefit of workingmen’s pensions.

ScHEDULE 2.— Estate tax !

. [Act of February 28, 1927]
Net Estate:

Not over 10,000 pesetas. - oo oo onoo oo oo
10,000 to 50,000 pesetas.___ . _ o _____
50,000 to 100,000 pesetas.._ . ____ . _______
100,000 to 250,000 pesetas_ - - _______._
250,000 to 500,000 pesetas_ - __ . _________________________
500,000 to 1,000,000 pesetas__ - __ ___ ...
1,000,000 to 2,000,000 pesetas____ . _ ...
2,000,000 to 3,000,000 pesetas_ _ - __ .
3,000,000 to 5,000,000 pesetas_ - _ _ o _____
Over 5,000,000 pesetas._ .- - __ -

ScHEDULE 3.—Net receipls from Spanish inheritance tax

Pesetas
62, 961, 022
63, 743, 073
66, 473, 932
68, 979, 615

COWIT: QU DD

—

t The tax is levied on property and rights therein situated in Spain.
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EXHIBIT J
RESUME OF STATE DEATH TAXES (AS OF JULY 1, 1932)
ALABAMA

(a) Form of taz: Estate tax.—Estate tax assessed against the property of the
estate taxable in Alabama.

(b) Consanguinity.—Not recognized in either rates or exemption.

(¢) Exempiion and rates: There is no exemption as such, but where the amount
of the entire net estate is $100,000 or less no tax is imposed. The tax is
equal to 80 per cent of the amount found to be due for Federal estate tax

2 under the revenue act of 1926.

(d) Community property.—Not recognized.

() Reciprocity.—No provision for reciprocity, but it appears that the tax is not
vet being enforced against nonresidents.

(Y History.—Prior to November 10, 1931, no estate or inheritance tax could be
levied on account of a constitutional inhibition on such taxes. On that
date an amendment to the constitution was ratified which permitted the
legislature to impose an cstate tax to take advantage of the 80 per cent
credit clause of the Federal law.

(g) General statement—The Alabama tax is levied on the net estate and not on

the distributive shares.

Conunection with Federal tax.—Under the Alabama statute the rates are 80
per cent of the Federal estate tax as imposed under the revenue act of
1926. The tax automatically would become ineffective if the Federal law
or the credit provision thereof were repealed.

(h

=

AR1ZONA

=

Form of taxz: Inheritance tax—Inheritance tax levied on distributive share of
each beneficiary at time of transfer. Similar in form to Wisocnsin statute.

(b) Consanguinity.—Recognized.

{c) Exemption and rates:

Widow, $10,000 cxemption. Rates 1 per cent graduated up to 5 per
cent, the latter rate being applicable to that portion of net shares in excess
of $500,000 (before exemption).

Husband, lineal issue or ancestor, $2,000 exemption. Rates 1 per cent
graduated up to 5 per cent, the latter rate being applicable to that portion
of net shares in excess of $500,000 (before exemption.)

Brother, sister, and their descendants, widow of son, and husband of
daughter, $500 exemption. Rates 2 per cent graduated up to 10 per cent,
the latter rate being applicable to that portion of net shares in excess of
$500,000 (before exemption).

Brother or sister of grandparent or descendant of either, $150 exemption.
Rates 4 per cent graduated up to 20 per cent, the latter rate being appli-
cable to that portion of net shares in excess of $500,000 (before exemption).

Uncle, aunt, or descendant of either, $250 exemption. Rates 3 per cent
graduated up to 15 per cent, the latter rate being applicable to that por-
tion of net shares in excess of $500,000 (before exemption).

All others, except charitable, religious, and educational organizations
which are exempt, $100 exemption. Rates 5 per cent graduated up to
25 per cent, the latter rate being applicable to that portion of amounts in
excess of $500,000.

(d) Community property.—Yes. One-half of community property subject to tax
on death of husband or wife.

(e) Reciprocity.—No. Taxes intangible personal property of nonresidents.

(f) History:

First inheritance tax, 1912.

Present act, 1922,

Latest amendment, 1929:

(9) General statement.—Arizona imposes an inheritance tax on the distributive
share of each beneficiary. The rates are graduated in accordance with the
amount of such share. There is no graduation beyond $500,000. The
rates are much less on the widow and direct heirs than on the collateral
heirs and strangers in blood. In fact, the stranger pays approximately
five timets the tax that is paid in case of a widow, husband, or lineal issue
or ancestor.

a
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(R)

(a)

(b)
(c)

(d)
(e)

(

~

(9)

(h)

=

(a

(b)
(c)

Connection with Federal tax.—Although Arizona has enacted no legislation
for the purpose of taking advantage of the 80 per cent credit clause of the
Federal law of 1926, nevertheless it is approximately correct to say that.
the inheritance tax of Arizona is sufficient to absorb the full 80 per cent
credit allowed, exeept in the case of widows, children, and ancestors with
shares in excess of about $1,000,000. Therefore, in the case of the larger
estates the Federal law prevents the tax on widows and direct heirs being
as low as the State deems proper.

ARKANSAS

Form of tax: Inheritance tax.—Inheritance tax levied on distributive share of
each beneficiary, valued as of date of death. .

Consanguinity.—Reeognized.

Exemption and rates:

Widow, $6,000 exemption. Rates 1 per cent graduated up to 10 per
cent, the latter rate being applieable to that portion of net shares in excess
of $1,006,000 (before exemption).

Minor child, $4,000 exemption. Rates 1 per cent graduated up to 10
per cent, the latter rate being applicable to that portion of net shares in
excess of $1,004,000 (before exemption).

Lineal aseendants and descendants (other than minor children), hus-
band, widow of son, husband of daughter, $2,000 exemption. Rates 1
per cent graduated up to 10 per cent, the latter rate being applicable
to that portion of net shares in exeess of $1,002,000 (before exemption).

Brother and sister of full or half blood, $2,000 exemption. Rates 2 per
cent graduated up to 20 per eent, the latter rate being applicable to that
portion of net shares in excess of $1,002,000 (before exemption).

All others, exeept eharitable, religious, and educational organizations
which are exempt, no exemption. Rates 4 per cent graduated up to 40
per eent, the latter rate being applicable to that portion of net shares in
exeess of $1,002,000 (before exemption).

Community properly.—Not recognized.

Reciprocity—Recognized only in transfers of stock of domestie eorporations
where transferor was resident of State which does not impose a like tax
on residents of Arkansas.

History:

First inheritance tax, 1901.

Present act, 1909.

Extensive amendments, 1929.

(General statement.—Arkansas imposes an inheritance tax on the distributive
share of each beneficiary. The rates are graduated in accordance with
the amount of sueh share. There is no graduation beyond $1,000,000
in excess of the exemption. The rates are much less on the widow and
direct heirs than on the eollateral heirs and strangers in blood. In fact,
the stranger pays about 4 times the tax paid by the direct heirs.

Connection with Federal lax.—Although Arkansas has not enacted legislation
for the purpose of taking advantage of the Federal credit clause, the
rates are sufficient to absorly the full 80 per cent credit allowed by the
Federal tax, except in the case of direct heirs with very large shares (over
$5,000,000). The tax on strangers is much heavier than the Federal tax.

CALIFORNIA

Form of tax: Inheritance and estate tax.~—Inheritance tax levied on distributive
share of each beneficiary valued at time of death of decedent. Present
law modeled after Wisconsin and New York statutes. Estate tax levied
on estate so as to secure remainder, if any, of 80 per cent eredit allowed
by Federal law of 1926.

Consanguinity.—Recognized in inheritance tax.

Ezxemption and rates: y

Inheritance tax.— r
Widow, $50,000 exemption. Rates 4 per cent graduated up to 8

per eent, the latter rate being applicable to that portion of net shares
in exeess of $300,000 (before exemption).

Minor child, $24,000 exemption. Rates 1 per cent graduated up
to 10 per cent, the latter rate applying to that portion of amounts in
excess of $500,000 (before exemption).



{c)

{d)

(e)

)

{9)

(h)

(@)

(b)
(¢)
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Ezemption and rates—Continued.

Inheritance tax—Continued.

Husband, linealancestor, lineal issue, $10,000 exemption. Rates 1 per
cent graduated up to 10 per cent, the latter rate being applicable to
that portion of net shares in excess of $500,000 (before exemption).

Brother, sister, or deseendant of either, widow of son, husband of
daughter, $5,000 exemption. Rates 3 per eent graduated up to 12
per cent, the latter rate being applicable to that portion of net shares
in exeess of $100,000 (before exemption).

Uncle, aunt, or descendant of either, $1,000 exemption. Rates 4
per cent graduated up to 12 per cent, the latter rate being applicable to
that portion of net shares in exeess of $100,000 (before exemption).

All others, exeept charitable, religious, and edueational organiza-
tions, whieh are exempt, $500 exemption. Rates 5 per eent grad-
uated up to 12 per eent, the latter rate being applicable to that por-
tion of net shares in excess of $50,000 (before exemption).

Estate tax—The following is quoted from the law: ‘ Where the tax
imposed by this aet (inheritance act) is of a lesser amount than the maxi-
mum credit of 80 per eent of the Federal estate tax allowed by the Federal
estate tax act because of said tax herein imposed, then the tax provided
for by this aet shall be inereased so that the amount of the tax due this
State shall be the maximum amount of the credit allowed under said
Federal estate tax aet.”

Community property.—Yes; but not recognized by Federal anthorities in
eomputing tax up to 1927 (see U. S. ». Robbins 269 U. S. 315). Point
still doubtful in re Federal tax in spite of amendment to California Civil
Code in 1927.

Reciprocity—Yes. Does not tax intangible personal property of nonresi-
dents residing in States which impose no death taxes on intangible per-
sonalty of California’s deeedents.

History:

First inheritance tax, 1853.

New law, 1893.

Complete revision, 1905.

Numerous amendments up to 1929.

Estate tax provision, 1927.

General statement.—California’s basic death tax is an inheritance tax levied
on the fair market value of the share of each beneficiary as of the date of
decedent’s death. The estate tax is merely a provision which allows Cali-
fornia to get the full benefit of the 80 per cent eredit allowed by the Federal
estate tax law of 1926 when the amount of such credit is in execess of the
tax imposed by the inheritance tax. The rates of the inheritance tax are
graduated in accordance with the amount of each share. The rates are less
on direet heirs than on indirect. Collateral heirs pay approximately 50
per eent greater tax.

Connection with Federal Tar.—The inheritance and estate tax together absorb
the full 80 per eent eredit allowed by the Federal law in all eases. The
estate tax was enaeted for that speeific purpose. If the Federal estate tax
were repealed it appears that the California estate tax would become
ineffective.

COLORADO

Form of tax:
Inheritance and estate tax.—

Inheritance tax levied on distributive share of each beneficiary,
valued as of date of death.

Estate tax levied on residents’ estates exceeding $1,000,000 so as
to take up the 80 per eent credit allowed by Federal tax law. Incor-
porates the provisions of the Federal law.

Consanguinity.—Recognized in inheritance tax.
Exemption and rates:
Iuheritance tax.—

Widow, $20,000 exemption. Rates 2 per ccut graduated up to
7.5 per eent, the latter rate applying to that portion of net shares in
execss of $170,000 (before exemption).

Husband, parent, lineal descendant, $10,000 exemption. Rates
2 per cent graduated up to 7.5 per eent, the latter rate applying to
that portion of net shares in excess of $160,000 (before exemption).,
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(¢) Erxemption and rates—Continued.
Inheritance tax—Continued.

Brother, sister, mutually acknowledged child, stepchild, grand-
parent, daughter-in-law, and son-in-law, $2.000 exemption. Rates
3 per cent graduated up to 10 per cent, the latter rate applying to that
portion of net shares in excess of $202,000 (before exemption).

Uncle, aunt, or lineal descendant of either, no exemption except
where transfer is under $500 in which case entirely exempt. Rates
4 per cent graduated up to 14 per cent, the latter rate applying to that
portion of amounts in excess of $500,000.

All others, except charitable, religious, and educational organiza-
tions which are exempt, no exemption except where transfer is under
3500, in which case entirely exempt. Rates 7 per cent graduated up
to 16 per cent, the latter rate applying to that portion of amounts in
excess of $500,000).

Estate tax.—

The rates are all 80 per cent of the Federal rates under the act of
1926 and the exemption is the same ($100,000).

The inheritance tax paid is a credit against the estate tax and it is
further provided that in no event shall the estate tax exceed the differ-
ence between 80 per cent of the Federal tax and the total of the inher-
itance tax credits.

(d) Community property.—Not recognized.

(€) Reciprocity.—No reciprocal provision, but intangible personal property of
nonresident decedents is not taxed; therefore, Colorado residents are
exempt under the reciprocal provisions of other States.

(f) History:

First inheritance tax, 1901.

Several amendments up to 1913.

Complete revision in 1927, including enactment of estate-tax provision.
Latest ainendment, 1929.

(9) General statement.—Colorado imposes an inheritance tax on the share of each
beneficiary. Rates are graduated in accordance with the amount of the
share. The rates are less on the widow and direct heirs than on collateral
heirs. The estate tax was enacted to take advantage of the full 80 per cent
credit allowed by the Federal law. It is specifically provided that this
tax may not exceed the difference between 80 per cent of the Federal tax
under the act of 1926 and the total inheritance tax credits.

(h) Connection with Federal tax.—The inheritance and estate tax, together absorb
the full 80 per cent credit allowed by the Federal law of 1926 in all cases.
The estate tax would be automatically eliminated by specific provision if
the Federal estate tax were abolished.

CoNNECTICUT

(a) Form of taz: Inheritance and estate tax.—
Inheritance tax levied on distributive share of each beneficiary, valued
as of date of death.
Estate tax enacted to secure the benefit of the 80 per cent credit provision
of the Federal law.
(b) Consanguinity.—Recognized.
(¢) Exemption and rates:
Inheritance tax.—Widow, husband, lineal descendant, parents, grand-
parents, etec., $10,000 exemption. Rates 1 per cent graduated up to
4 per cent, the latter rate applying to that portion of net shares in
excess of $200,000 (before exemption).

Brother, sister, and their descendants, daughter-in-law, son-in-law,
and stepchild, $3,000 exemption. Rates 2 per cent graduated up to
5 per cent, the latter rate applying to that portion of net shares in
shares in excess of $200,000 (before exemption).

All others, except charitable, religious, and educational organiza-
tions which are exempt, $500 exemption. Rates 5 per cent graduated
up to 8 per cent, the latter rate applying to that portion of net shares
in excess of $200,000 (before exemption).

Estale tax.—The estate tax is levied on net estates exceeding $100,000
and equals the difference between the total of all other death taxes paid and
80 per cent of the Federal tax under the act of 1926.
(d) Community property.—Not recognized.
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(e) Reciprocity.—Does not tax intangibles of nonresidents. Reciprocity pro-

vision of prior law repealed in 1929 and intangible personal property of
-nonresident decedents became nontaxable regardless of whether the State

of residence imposed a tax on intangibles of residents of Connecticut.
Hence, residents of Connecticut are secured advantage of reciprocity in
case of States having reciprocal provisions.

(f) History.—First inheritance tax 1889. 1915 new law enacted. 1929 new law
enacted. A nonresident decedent made nontaxable. Estate tax enacted
1931.

(g) General statement.—Connecticut imposes an inheritance tax at progressive
rates on the share of each beneficiary. There is no graduation of rates
beyond $200,000. The exemptions are greater and rates less on direct
heirs than on collateral heirs and strangers in blood. In fact, the stranger
pays approximately 100 per cent greater tax than is paid in case of widow,
husband, or lineal descendant. KEstate tax enacted to absorb the 80 per
cent credit allowed by the Federal law of 1926.

(k) Connection with Federal tax.—The inheritance and estate taxes together ab-
sorb the full 80 per cent credit allowed by the Federal law of 1926. It
is specifically provided that the estate tax shall become void and of no
effect in respect of the estate of any person who dies after the effective
date of the repeal of the Federal estate tax, the 80 per cent credit provi-
sion thereof, or a decision by the Supreme Court of the United States
that the Federal tax, or the credit provision thereof, is unconstitutional.

DELAWARE

(a) Form of tax: Inheritance and estate.—
Inheritance tax levied on distributive share of each beneficiary valued
as of date of death.
Estate tax levied on residents’ estates so as to secure remainder, if any,
of 80 per cent credit allowed by Federal law of 1926.
(b) Copsanguinity—Recognized in inheritance tax.
(¢) Exemption and rates:
Inheritance tax.—

Husband or widow, $20,000 exemption. Rates 1 per cent gradu-
ated up to 4 per cent, the latter rate applyving to that portion of net
shares in excess of $200,000 (before exemption).

Parent, grandparent, child, daughter-in-law, son-in-law, adopted
child, lineal descendant, $3,000 exemption. Rates 1 per cent gradu-
ated up to 4 per cent, the latter rate applying to that portion of net
shares in excess of $200,000 (before exemnption).

Brother, sister (whole or half blood) of decedent or of decedent’s
parent or grandparent or descendant thereof, $1,000 exemption.
Rates 2 per cent graduated up to 5 per cént, the latter rate applying
to that portion of net shares in excess of $200,000 (before exemption).

All others, except charitable, religious, and educational organiza-
tions, ete., which are exempt, no exemption. Rates 5 per eent gradu-
ated up to 8 per cent, the latter rate applying to that portion of net
shares in excess of $200,000 (before exemption).

Estate tax.—$100,000 exemption allowed by reference to Federal estate
tax imposed upon estates of resident decedents dying after February 26,
1926, provided Federal estate tax thereon was not paid prior to April
29, 1927, the effective date of the provision. The tax is equal to 80 per
cent of the Federal estate tax of 1926 less the Delaware inheritance tax
and any other inheritance and estate taxes paid.

(d) Community property.—Not recognized.

(e) Reciprocity.—No reciprocal provision, but intangible personal property of
nonresident decedents is not taxed; therefore, Delaware residents are
exempt under reciprocal provisions of other States.

(f) History.—First inheritance tax 1869. Present inlieritance tax law enacted
in 1909. It was amended in 1913 and 1917. Estate tax law enacted to
talge advantage of Federal credit provision in 1927. Latest amendment,
1931.

(g) General statement.—Delaware imposes an inheritance tax at progressive rates
on the distributive share of each beneficiary. There is no graduation
bevond $200,000 in excess of the exemption. The rates are much less on
the widow and husband and direct heirs than on collateral heirs and
strangers in blood. The stranger pays over twice the amount of tax that
is paid in case of husband, widow, lineal descendant, etec.
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(k) Connection with Federal tax—The inheritance and estate tax together absorb
the full 80 per cent credit allowed by the Federal law of 1926. It appears
that the repeal of the Federal estate tax would make the Delaware estate
tax ineffective, but that a change in the credit clause of the Federal law
might not do so.

Districr or CoLuMmBIA

There is no inheritance or estate tax imposed on residents of the Distriet of
Columbia other than the Federal estate tax.

FLorIiDA

(@) Form of tax: Estate tax.—Estate tax levied on net estates of resident and non-
resident decedents dying after May 16, 1931, valued as of date of death.
A like tax is levied retroactively covering the period from November 4, 1930,
to May 16, 1931. The law is modeled on the Federal law of 1926. Its
purpose is to take advantage of the credit allowed by the Federal law.

b) Consanguinity.—Not recognized.

(c) Exemption and rates—Same as for Federal estate tax. Exemption to net
cstate, $100,000. Rates 1 per cent graduated to 20 per cent, the latter
rate applyving to that portion of net estates in excess of $10,000,000, but
total tax may not exceed the credit allowed by the Federal law.

(d) Community property.—Not recognized.

(e) Reciprocity.—Yes.

{f) History.—Amendment to the Florida constitution to permit a tax equal to
the amount of the credit allowed under the laws of the United States
adopted at the general elections in November, 1930. Tax statute enacted
at the following session of the legislature, effective May 16, 1931. Second
enactrgient May 18, 1931, to cover the period November 4, 1930, to May
16, 1931.

(9) General statement.—The Florida tax is imposed at the same rates as those of
the Federal law of 1926, but the total tax shall not exceed the credit
allowed by the laws of the United States. It is levied on the net estate
and not on the distributive share.

(k) Connection with the Federal tax.—The tax absorbs the full Federal credit. It
is based on the Federal tax and is governed by the same rules, interpreta-
tion, and construction when not otherwise provided. A change in the
amount of the Federal eredit would only change the amount of the Florida
tax. The repeal of the Federal tax or the eredit provision thereof would
make the Florida tax ineffective.

GEORGIA

(a) Form of tax: Inheritance and estate.—

Inheritance tax imposed on property within the State belonging to
nonresident decedents. Georgia does not impose any inheritance tax on
resident estates.

Estate tax levied on entire net cstate of resident decedents, so as to take
advantage of 80 per cent credit allowed by Federal law of 1926.

(b) Consanguiuity—Not recognized.

(¢) Exemption and rates: c

Inheritance tax.—No exemption. Rates, 2 per cent of actual value.
(Applies only to nonresidents.)

Estate tax.—There is no exemption, as such, but where the net estate
is less than $100,000 no tax is imposed. The tax equals 80 per cent of
the Federal tax if property is all located in Georgia, and in other cases such
proportion thereof as the value of the property in Georgia bears to the
value of the entire property.

(d) Community property.—Not recognized.

(e) Reciprocily—Yes. Intangible personal property exempted from tax where
laws of the State of residence at date of death exempted residents of
Georgia from transfer or death taxes on similar property.

(f) Ilistory—First inheritance tax, 1913. Amended 1919, 1921. In 1925
resident estates became subject to estate tax to take advantage of credit
provision of Federal estate tax law. In 1926 rates increased to reflect
changes made in Federal law. Latest amendment, 1927.
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General statement—Georgia is distinguished from other States in that it had no
inheritance or estate tax (except an inheritance tax on nonresidents)
until 1925, when it enacted an estate tax to take advantage of the credit
provision of the Federal law. The practical situation is, so far as residents
of Georgia are coneerned, that they pay merely an estate tax which is
equal to the 80 per cent credit allowed by the Federal law, the State by
this tax absorbing the Federal credit. Therefore, if there were no Federal
credit, residents of Georgia would pay no death tax to the State.

Connection with Federal tax.— Estate tax based on Federal tax. It would be
ineffective if there were no Federal tax.

IpasO

Form of tax: Inheritance.—Inheritance tax levied on distributive share of each
beneficiary, valued as of date of death.

Consanguinity.—Recognized.

Ezemption and rates:

Widow or minor child, $10,000 exemption. (Half of community
property exempt to widow.) Rates, 1 per cent graduated up to 10 per
cent, the latter rate applyving to that portion of net shares in excess of
$500,000 (hefore exemption).

Husband, lineal issue, or ancestor, adopted or mutually acknowiedged
child, or lineal issue thereof,. $4,000 exemption. (Half of comnunity
property exempt to husband.) Rates, 1 per cent graduated up to 10 per
cent, the latter rate applying to that portion of net shares in excess of
$500,000 (before exemption).

Brother, sister, descendant of either, daughter-in-law, son-in-law,
$2,000 exemption. Rates, 2 per cent, graduated up to 15 per cent, the
latter rate applyving to that portion of net shares in excess of $500,000
(before exemption).

Uncle, aunt, or descendant of either, $1,000 exemption. Rates 3 per
cent graduated up to 20 per cent, the latter rate applyving to that portion
of net shares in excess of $200,000 (before exemption).

All others, except charitable, religious, or educational organizations,
which are exempt, $500 exemption. Rates 5 per cent graduated up to 20
per cent, the latter rate applying to that portion of net shares in excess of
$100,000 (before exemption).

Conmanunity property—Yes. One-half of community property subject to tax
on death of hushand or wife.

Reciprocity—Yes. Reciprocal exemption of intangible personal property of
nonresident decedents, provided State of domicile grants reciprocal
exemption to, or does not tax intangibles of residents of Idaho.

History.—First inheritance tax 1907. Until 1929 maintained practically
unbroken record of an unamended law. Complete recodification in 1929.
Latest amendment, 1929.

General statement—Idaho imposes an inheritance tax on the distributive
share of each beneficiary. The rates are graduated in accordance with
the amount of such share. There is no graduation beyond $500,000 for
the first and second classes of beneficiaries, none beyond $200,000 for
third eclass, and none beyond $100,000 for fourth class.

Connection with Federal tax.—There is no direct connection with the Federal
tax, but the inheritance tax rates of Idaho are sufficiently high to absorb
the full 80 per eent credit in most cases except where there are very large
transfers to direct heirs.

ILLINOIS

Form of Tax: Inheritance.—Inheritance tax levied on distributive share of
each beneficiary valued at time of death of decedent. Based on former
New York inheritance tax law.

Consanguinity.—Recognized.

Ezxemption and rates:

Lineal ancestor, husband, wife, child, adopted or mutually acknowledged
child, daughter-in-law, son-in-law, lineal descendants of decedent, $20,000
exemption. Rates 2 per cent graduated up to 14 per cent, the latter rate
applying to that portion of net shares in excess of $£520,000 (hefore
exemption).

Brother and sister, $10,000 exemption. Rates 2 per cent graduated up
to 14 per cent, the latter rate applying to that portion of net shares in
excess of $510,000 (before exemption).
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(¢) Exemption and rates—Continued.

Unele, aunt, niece, nephew, or lineal descendant of same, $500 exemp- -
tion. Rates, 6 per cent, graduated up to 16 per cent, the latter rate
applying to that portion of net shares in exeess of $170,500 (before
exemption).

All others, except eharitable, religious, or edueational organizations, ete.
which are exempt, $100 exemption. Rates 10 per cent graduated up to
30 per cent, the latter rate applying to that portion of net shares in excess
of $250,100 (before exemption):

(d) Community property.—Not recognized.

(e) Reciprocity—Yes. Does not tax intangible personal property of residents
of States which do not tax intangibles of or which extend reciprocity to
residents of Illinois.

(f) History.—First inheritance tax 1895, amended 1901. Present law, 1909,
amended.

(9) General statement.—Illinois imposes an inheritance tax at progressive rates
on the distributive share of each beneficiary. There is no graduation
beyond $520,000 for the first group (see ‘‘Exemption and rates,”” above);
$510,000 for the second group, $170,500 for the third group, and $250,100
for the fourth group. The rates are much less on the widow and direct
heirs than on collateral heirs and strangers in blood. The stranger pays
approximately 300 per cent greater tax than is paid in case of a widow,
husband, lineal ascendant, or ancestor. No estate tax is imposed.

(h) Connection with Federal tax.—There is no direct connection with the Federal
tax, but the inheritance tax rates of Illinois are sufficiently high to absorb
the full 80 per ecent credit in most cases exeept where there are very large
transfers to direct heirs.

INDIANA

(a) Form of taz: Inheritance and estate.—

Inheritance tax levied on distributive share of each beneficiary valued
as of date of transfer. '

Estate tax enacted to secure the benefit of the 80 per cent credit provision

_ of the Federal law of 1926.

(b) . Consanguinity.—Recognized.

(¢c) _Fzemption and rates:

Widow, $15,000 exemption. Rates 1 per cent graduated up to 10 per
cent, the latter rate applyving to that portion of net shares in excess of
$1,500,000 (before exemption).

Minor children, $5,000 exemption. Rates 1 per cent graduated up to
10 per cent, the latter rate applying to that portion of net shares in excess
of $1,500,000 (hefore exemption).

Husband, lineal ancestor, and lineal descendant, $2,000 exemption.
Rates 1 per cent graduated up to 10 per cent, the latter rate applying to
that portion of net shares in execess of $1,500,000 (before exemption).

Brother, sister, or descendant of either, daughter-in-law, son-in-law,
8500 exemption. Rates 5 per cent graduated up to 15 per cent, the latter
rate applyving to that portion of net shares in execess of $1,000,000 (before
exemption).

All others, except charitable, religious, or educational organizations, ete.,
which are exempt, $100 exemption. Rates 7 per cent graduated up to
20 per cent, the latter rate applying to that portion of net shares in excess
of 1,000,000 (before exeinption).

(d) Community property.—Not recognized.

(e) Reciproeity—Yes, to States which exempt, or do not tax, intangibles of
residents of Indiana.

(f) Iistory.—First inheritance tax 1913. Amended 1915, 1917, 1919, and 1921.
Entirely new law enacted 1929. Present law enacted in 1931, when estate
tax was added.

(9) General statement.—Indiana imposes an inheritance tax on the distributive
share of each beneficiary. The rates are graduated in accordance with the
amount of such share. There is no graduation beyond $1,500,000. A
stranger pays approximately two and one-half times the tax that is paid
in case of direct heirs. Au estate tax is imposed to absorb the 80 per cent
credit allowed by Federal law of 1926.

(k) Conneetion with Federal tax.—The inheritance and estate tax together absorb
the full 80 per cent credit allowed by the Federallaw. The estate tax would
become void and of no effect in ecase of the repeal of the Federal estate tax
or the credit provision thereof.
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Towa

(a) Form of tax: Inheritance and estate.—

Inheritance tax levied on distributive share of each henefieiary valued as

of date of death. It was modeled largely after the New York statute.

Estate tax levied on estate so as to secure the excess, if any, of the Federal

credit over the inheritance tax.

(b) Consanguinity.—Recognized.

(¢) Ercemption and rates:

Inheritance tax.—

Residents of United States: Wife or husband, $40,000 exemption,
also statutory distributive share which consists of one-third of real
estate in fee and one-third of personalty not necessary for payment of
debts. Rates 1 per eent graduated up to S per cent, the latter rate
applying to that portion of net shares in excess of $300,000 (before
exemption).

Children, including those adopted or illegitimate, $15,000 exemp-
tion. Rates same as for wife and husband.

Parents, $10,000 exemiption. Rates same as for wife and husband.

Other lineal descendants, $5,000 exemption. Rates same as for wife
and husband.

Brother, sister, son-in-law, daughter-in-law, step-children, no
exemption. Rates 5 per cent graduated to 10 per cent, the latter
rate applying to that portion of net shares in excess of $300,000.

All other individuals, no exemption. Rates 10 per cent graduated
to 15 per cent, the latter rate applying to that portion of net shares
in exeess of $200,000.

Charitable, religious, or educational organizations without the
State, no exemption. Flat rate of 10 per cent.

Corporations or associations organized for profit, no exemption.
Flat rate of 15 per cent.

Charitable, religious, or educational organizations within the State
entirely exempt.

Nonresident aliens: Wife, husband, parents, brother, sister, lineal
descendant, adopted or illegitimate child—no exemption. Rates,
flat rate of 10 per eent.

All other nonresident aliens, no exemption. Rates, flat rate of 20
per cent.

Estate tax.—%$100,000 specific cxemption. Rates four-fifths of 1 per
cent graduated up to 16 per cent, the latter rate applying to that
portion of amounts in excess of $10,000,000.

(d) Communily property—Not recognized.

(e) Reciprocity.—Yes. Does not tax intangible personal property of nonresident
if State of domicile grants a similar exemption to or does not tax intangibles
of residents of Towa.

(f) History.—First inheritance tax, 1896. New law, 1911. Estate tax amend-
ment, 1929. Inheritance tax amendments, 1931.

(g) General statement—Iowa imposes an inheritance tax on the distributive share
of each beneficiary, graduated in accordance with the size of such share,
except on property on nonresident aliens. For the first class above, the
graduation ends at $300,000; for the second class at $200,000. Iowa is
is the only State whieh imposes a diseriminatory tax on transfers to non-
resident aliens. This tax is at flat rates and is much heavier than on heirs
resident in the United States.

(h) Connection with Federal tax.—The inheritance and cstate tax together absorb
the 80 per cent credit allowed under the Federal law. The Iowa estate
tax would become void and of no effect if the Federal estate tax law were
repealed.

.

KAaNsas

(a) Form of tax: Inheritance and estate.—
Inheritanee tax levied on distributive share of each bencficiary valued
as of date of death.
Estate tax levied on estate so as to secure remainder, if any, of 80 per
cent eredit allowed by Federal law of 1926.
(b) Consanguinity.—Recognized.
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(c) Exemption and rates:
Inheritance tax.—

Widow, $75,000 exeinption. Rates one-half of 1 per cent graduated
up to 2% per cent, the latter rate applying to that portion of net
shares in excess of $500,000 (before exemption).

Husband, lineal descendent, lineal ancestor, adopted child, lineal
descendant thereof, daughter-in-law, son-in-law, $15,000 exemption.
Rates 1 per cent graduated up to 5 per cent, the latter rate applying
to that portion of net shares in gxcess of $500,000 (before exemption).

Brother or sister, $5,000 exemption. Rates 3 per cent graduated
up to 121 per cent, the latter rate applying to that portion of net
shares in excess of $500,000 (before exemption).

All others, except religious, charitable, or educational organizations,
which are exempt, no exemption, except where share is less than
200, in which case entirely exempt. Rates 5 per cent graduated
up to 15 per cent, the latter rate applving to that portion of net shares
in excess of $500,000 (before exemption).

Estate tar.—$100,000 exemption. Equals difference between the total
of the Kansas inheritance tax and 80 per cent of Federal estate tax
under act of 1926.

(d) Commmunity property.—Not recognized.

(e) Reciprocity.—Ixansas not reciprocal with any of the States having reciprocal
exemptions. Taxes intangible property of nonresident decedents.

(f) History.—First inheritance tax, 1909; repealed, 1913; new law, 1915; amended,.
1917 and 1919. Estate tax, 1930.

(9) General statement.—The basic death tax of Kansas is an inheritance fax
levied on the fair market value of the share of each hencficiary as of date
of decedent’s death. The rates are graduated in accordance with the
amount of shares. There is no graduation beyond $500,000. Kansas
grants the highest exemption granted by any State, allowing a widow
$75,000. The stranger pays from two to seven times the amount of tax
paid by a husband, child, lineal issue, or ancestor. On estates in excess-
of $100,000 an estate tax is immposed based on the Federal estate tax
of 1926, equal to the difference between the total of the Kansas inheritance
tax and 80 per cent of the Federal estate tax.

(h) Connection with Federal tax.—The inheritance and estate tax together absorb
the full SO per cent credit allowed hy the Federal law in all cases. It
appears the estate tax of Kansas would become ineffective if the Federal
estate tax were repealed

KENTUCKY

(a) Form of tax: Inheritance tax.—Inheritance tax levied on distributive share of
cach heneficiary, valued as of date of death.

(b) Consanguinity.—Recognized.

(¢c) Exemption and rales: !

Widow, $20,000 exemption. Rates 1 per cent graduated up to 16 per
cent, the latter rate applying to that portion of net shares in excess of
$10,000,000 (before exemption).

Minor children, $10,000 exemption. Rates 1 per cent graduated up to
16 per cent, the latter rate applying to that portion of net shares in excess
of $10,000,000 (before exemption).

Husband, lineal descendant, lineal ancestor, son-in-law, daughter-in-law,
$5,000 exemption. Rates 1 per cent graduated up to 16 per cent, the latter
rate applying to that portion of net shares in excess of $10,000,000 (before
exemption.

Brother, sister, brother or sister in law, uncle, aunt, $2,000 exemption.
Rates 2 per cent graduated up to 16 per cent, the latter rate applying to
that portion of net shares in excess of $10,000,000 (before exemption).

Niece, nephew, wife or widow of nephew, husband of niece, niece-in-law,.
or nephew-in-law, charitable, religious, or educational associations outside:
State, in United States, $500 exemption. Rates 2 per cent graduated up-
to 16 per cent, the latter rate applying to that portion of net shares in
excess of $10,000,000 (before exemption)

All others, except charitable, religious, or educational organizations,
within State, which are exempt, $500 exemption. Rates 6 per cent
graduated up to 16 per cent, the latter rate applying to that portion of
net shares in excess of $500,000 (before exemption).

(d) Community property.—Not recognized.
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{e) Reciprocity—Not reciprocal with any State. Taxes intangible personal
property of nonresident deeedents.

(f) History.— First act impcsed in 1904, taxing eollaterals only. Amended in
1916 to include direet heirs. In 1924 the State adopted the model law
of the National Tax Association. Rates amended in 1926 to take ad-
vantage of Federal eredit.

{g) General statement.—Kentueky imposes an inheritanee tax on the distributive
share of eaeh beneficiary. The rates are graduated in aeeordanee with
ithe amount of such share. There is no graduation bevond $10,000,000,
and, in ease of strangers, none after $500,000. A stranger pays approxi-
mately two and one-half times the tax paid in ease of direet heirs. Non-
resident estates are subjeet to a flat rate tax of 2 per cent without exemp-
tion on all tangible personalty within the State.

(h) Connection with Federal tax.—The inheritance tax rates of Kentueky are suffi-
cient to absorb the full 80 per ecent eredit allowed by the Federal law of
1926 in praetieally all eases.

Loursiana

(a) Form of tax: Inheritance tox—Inheritance tax levied on distributive share
of each beneficiary valued as of date of death.!

(b) Consanguinity.—Reecognized.

{c) Exemption and rates:

Widow, husband, direct descendants, by blood or affinity, aseendants,
and adopted children, $5,000 exemnption. Rates of 2 per eent to 3 per eent,
the latter rate applying to that portion of net shares in exeess of $20,000
(before exemption).

Collaterals, ineluding brother or sister by affinity, $1,000 exemption.
Rates 5 per cent to 7 per eent, the latter rate applying to that portion of
net shares in exeess of $20,000 (before exemption).

All others, except eharitable, religious, or edueational organizations
within State, $500 exemption. Rates 5 per cent to 10 per cent, the latter
rate applying to that portion of net shares in exeess of $5,000 (before
exemption).

(d) Community property.—Reeognized.

(€) Reciprocity.—Not reciprocal with any State. Taxes intangibles of non-
resident decedents.

(f) History.—First inheritance tax 1828 (on alien nonresidents only). Repealed
1830, another law enacted 1842. New law 1921, amended 1922, 1924.

(g) General statement.—Louisiana imposes an inheritance tax on the distributive
share of each benefieiary. Only two rates are used in each elass, the highest
rate being applieable on amounts in excess of $20,000 for relatives, for
strangers, $5,000. Collateral heirs pay about twice and strangers about
four times the tax paid by direct heirs.

(h) Connection with Federal tar.—Louisiana absorbs the full 80 per cent credit
allowed by the Federal tax of 1926 only in eases where the estate is less than
approximately $400,000 in the ease of direet heirs and less than approxi-
mately $5,000,000 in the ease of strangers. 2

MAINE

{a) Form of tax: Inheritance and estate.—
Inheritance tax levied on distributive share of each beneficiary valued
as of date of decedent’s death.
The estate tax equals the difference between 80 per cent of the Federal
estate tax of 1926 and the total of all other death taxes paid.
(b) Consanguinity.—Recognized. >
(c) Exemption and rates:
Inheritance tax.—

Widow, husband, parent, ehild, $10,000 exemption. Rates gradu-
ated 1 to 2 per cent, the latter rate applying to that portion of net
shares in excess of $100,000 (before exemption).

Lineal deseendant, lineal ancestor, daughter-in-law, son-in-law,
5500 exemption. Rates graduated 1 to 2 per cent, the latter rate
applying to that portion of net shares in excess of $100,000 (before
exemption).

1 Effective July 27, 1932, Louisiana imposed an additional estate tax for the purpose of absorbing the full
F%dgral credit for State death taxes paid.
See note 1.
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(c)

(d)
(e)

(9)

(h)

(@)

(b
(c)

(d)
(e)

)
(9)

(k)

Ezxempiion and rates—Continued.

Inheritance tax—Continued.

Brother, sister, uncle, aunt, nephew, niece, or cousin, 3500 exemp-
tion. Rates graduated 4 to 5 per cent, the latter rate applying to
that portion of net shares in excess of $100,000 (before exemption).

All others, except charitable, religious, or educational organizations
within State which are exempt, $500 exemption. Rates graduated
5 to 7 per cent, the latter rate applying to that portion of net shares
in excess of $100,000.

Estate tax.—In addition to the inheritance tax, there is imposed an
estate tax on resident estates in excess of $100,000. The tax is the
difference between SO per cent of the Federal tax under the act of
1926 and the total of all other death taxes paid by the estate.

Community property.—Not recognized.

Reciprocity—Yes. Does not tax intangibles of States which do not tax
intangibles of Maine residents.

History.—First inheritance tax 1893, modeled largerly after the New York
law. Present table of rates 1909. Estate-tax provision 1927.

General statement.—Maine imposes an inheritance tax on the share of each
beneficiary. Rates are graduated in accordance with the amount of such
share. Tax on strangers and collaterals is much heavier than on widow,
etc. The estate tax was enacted to take advantage of the credit clause of
the Federal law.

Connection with Federal tax.—The inheritance and estate tax together absorb
the full 80 per cent credit allowed by the Federal law. The estate tax by
specific provision becomes void and of no effect in respect of persons who
die subsequent to the effective date of the repeal of the Federal estate tax
of 1926 or the SO per ceut credit provision thereof.

MARYLAND

Form of tax: Estate and inheritance.—
Inheritance tax levied on distributive shares of collateral relatives and
strangers, only.
Estate tax levied on estates of residents in excess of $100,000 so as to
take advantage of 80 per cent credit provision of Federal law of 1926.

Consanguinity.—Direct relatives entirely exempt. Collateral relatives taxed
at flat rate. :
Ezxempltion and rates:

Inheritance tax.—

Widow, parents, husband, child, lineal descendants, entirely
exempt.

All others, except counties or municipalities of the State, which
are exempt, no exemption, except where estate does not exceed $500,
in which case it is exempt. Rate 5 per cent flat.

Estate tax.—The estate tax is levied only on estates in excess of $100,000.
The tax is equal to the difference between all death taxes paid to
States and 80 per cent of the Federal tax under the act of 1926.

Communaty property.—Not recognized.

Reciprocity.—Yes. Does not tax intangibles of residents of those States
which do not tax intangibles of, or extend reciprocity to, residents of
Maryland.

History.—First inheritance tax (on collaterals) 1844, New law 1929,
practically same as old law. Estate tax enacted 1929.

General statement.—The law of Maryland is distinctive in that direct heirs are
cntirely exempt from the inheritance tax, and in that the tax is applied at
a flat rate of 5 per cent on collaterals, strangers, and charitable, religious,
and educational organizations. The estate tax was enacted to absorb the
80 per cent credit allowed by the Federal law of 1926.

Connection with Federal tax.—The inheritance tax and the estate tax together
absorb the 80 per cent credit allowed by the Federal law. By specific
provision, the estate tax becomes void and of no effect in respect to the
estate of persons who die subsequent to the effective date of the repeal of
the Federal estate tax or the credit provisions thereof.
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MASSACHUSETTS

(a) Form of tax: Inheritance and estate.—
Inheritance tax levied on distributive share of each heneficiary valued as
of date of death (if the estate transferred vests immediately).
Estate tax enacted in order to secure benefit of 80 per cent credit allowed
by Federal law of 1926.
(b) Consanguinity.—Recognized by inheritance tax.
(¢) Ezemptions and rates:
ITuheritance tax.—

Widow husband, parents—child, grandehild, adopted child, adoptive
parent, $10,000 exemption, exeept to grandchild, $1,000 (on shares in
excess of exemption tax computed on entire amount). Rates gradu-
ated 1 to 7 per cent, the latter rate applying to that portion of net
snares in excess of $1,000,000.

Lineal desecendant, or ancestor, except those above, daughier-in-
law, son-in-law, etec., $1,000 exemption (on shares in excess of exemp-
tion, tax computed on entire amount). Rates 1 per cent graduated
to 9 per cent, the latter rate applying to that portion of net shares in
excess of $1,000,000.

Brother, sister (including half blood), nephew, niece, step-child,
step-parent, $1,000 exemption (on shares in excess of exemption, tax
computed on entire amount). Rates 3 to 12 per cent, the latter rate
applyving to that portion of net shares in excess of $1,000,000.

All others, except charitable, religious, or educational organizations
which are exempt, $1,000 exemption (on shares in excess of exemp-
tion, tax computed on entire amount). Rates 5 to 12 per cent, the
latter rate applying to that portion of net shares in excess of
$£1,000,000.

Estate tax.—The estate tax is levied on net estates exceeding $100,000,
and equals the diflerence between the total of all death taxes paid
and 80 per cent of the Federal tax under the act of 1926.

(d) Comumunity property.—Not recognized.

(e) Reciprocity.—Does not tax intangibles of nonresidents. Therefore, residents
of Massachusetts are exempt from taxation on intangibles by those
States having reciprocal provisions.

(f) History.—Eighteen hundred and ninety-one first inheritance tax law.
Nineteen hundred and twelve, law made to conform to model law of Na-
tional Tax Association. Nineteen hundred and twenty-six, estate tax
enacted which is in addition to inheritance tax. Inheritance tax amended
1929, 1930, 1931.

(g) General statement.—Massachusetts imposes an inheritance tax on the share of
each beneficiary. The rates are graduated in accordance with the amount
of the share. The tax on collaterals and strangers is from two to three
times the tax on direct heirs. The estate tax was enacted to absorb the
80 per cent credit allowed by the Federal law of 1926.

(h) Connection with Federal tax.—The inheritance and estate tax together absorb
the full 80 per cent credit allowed by the Federal law. The estate tax
equals the difference between 80 per cent of the Federal tax under the 1926
act and the total of all death taxes paid. It is specifically provided that
the tax shall become void and of no effect in respect of the estate of any
person who dies after the effective date of the repeal of the Federal estate
tax, or the 80 per cent credit provision thereof.

MicHIGAN
)
(a) Form of tax: Inheritance and estate.—

Inheritance tax levied on distributive share of each beneficiary, valued
as of date of death, if it can be determined; if not, as of the time when
it can be determined. Closely follows New York law as it existed prior
to 1892, and New York judicial constructions adopted.

The estate tax was enacted to secure benefit of 80 per cent credit allowed
by Federal law of 1926.

(b) Consanguinity.—Recognized in inheritance tax.
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(¢) Exemplions and rates:

Inheritance tax.—

Widow or husband, $30,000 exemption. Rates 1 per cent gradu-
ated to 8 per cent, the latter rate applying to that portion of net
shares in excess of $750,000 (before exemption).

Parents, grandparents, lineal descendants, brother, sister, daughter-
in-law, son-in-law, $5,000 exemption. Rates graduated 1 to 8 per
cent, the latter rate applying to that portion of net shares in exeess
of $750,000 (before exemption).

All others, except charitable, religious, or educational organizations
incorporated in State, which are exempt, no exemption. Rates gradu-
ated 5 to 15 per cent, the latter rate applying to that portion of net
shares in exeess of $500,000.

Estate tax—Levied on net estates in execess of $100,000. Equals differ-
ence between 80 per cent of Federal estate tax under 1926 act and
total of all death taxes paid.

(d) Community property.—Not recognized.

(e) Reciprocity.—Yes. Does not tax intangibles of residents of States which extend

~ reciproeity to residents of Michigan.

(f) History.—First law, 1893, unconstitutional; next law, 1899, basis of present
law. Present tables of rates, etc., 1923. Estate tax amendment 1929.

{g) General statement.—Mlichigan imposes an inheritanee tax on the share of each
beneficiary. The law is distinctive in that it taxes brothers and sisters at
the same rates as lineal descendants. The tax on strangers is heavier
than the tax on the former. “The estate tax was enacted on the basis of
the Federal law of 1926.

(h) Connection with Federal tax—The inheritance and estate tax together absorb
the full 80 per cent credit allowed by the Federal law. By specific pro-
vision, the estate tax is to eontinue, regardless of the repeal of, or changes
in, the Federal estate tax law of 1926.

MINNESOTA

(a) Form of tax: Inheritance and estate.—
Inheritance tax levied on distributive share of each beneficiary, valued
as of date of death.
Estate tax enacted to secure benefit of the SO per eent eredit provision
of the Federal law of 1926.
(b) Consanguinity.—Recognized in inheritanee tax.
{c) Ezemption and rates:
Inheritance tax.—

Widow, lineal issue, adopted child, $10,000 exemption. Rates
graduated 1 to 4 per cent, the latter rate applying to that portion of
net shares in excess of $100,000 (before exemption).

Husband, lineal ancestor, mutually acknowledged child, or lineal
descendant thereof, $10,000 exemption, except to lineal anecestor,
$3,000. Rates graduated 1% to 6 per cent, the latter rate applying
to that portion of net shares in excess of $100,000 (before exemption).

Brother, sister, or descendant of either, daughter-in-law, son-in-
law, $1,000 exemption. Rates graduated 3 to 12 per cent, the latter
rate applying to that portion of net shares in excess of $100,000
(before exemption).

Uuncle, aunt, or descendant of either, $250 exemption. Rates
graduated 4 to 16 per cent, the latter rate applying to that portion of
net shares in excess of $100,000 (before exemption).

All others, except charitable, religious, or eduecational organiza-
tions within the State, which are exempt, $100 exemption. Rates
graduated 5 to 20 per eent, the latter rate applying to that portion of
net shares in excess of $100,000 (before exemption).

Estate tar.—The estate tax is levied on net estates exeeeding $100,000,
and equals the difference between the total of all other death taxes
paid and 80 per cent of the Federal tax under the aet of 1926.
(d) Community property.—Not recognized.
(e) Reciprocity.—Not reciprocal with any State. Taxes intangibles of non-
residents.
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(f) History.—First constitutional tax 1905. Amendment in 1911 provided pro-
gressive rates. Estate tax enacted 1931. A

(9) General statement.—Minnesota imposes an inheritance tax on the share of
each beneficiary. Rates are graduated in accordance with the amount of
the share. Graduation ends at $100,000 in all cases. The rates are much
heavier on collaterals and strangers than on direct heirs, the tax on stran-
gers being about five times the tax on direct heirs. Estate tax enacted to
absorb the 80 per cent credit allowed by the Federal law of 1926.

(h) Connection with Federal lax.—The inheritance and estate taxes together
absorb the full 80 per cent credit allowed by the Federal law. It is spec-
ifically provided that the estate tax shall become void and of no effect in
respect of the estate of any person who dies after the effective date of the
repeal of the Federal estate tax, or the 80 per cent credit provision thereof.

MISSISSIPPI

(@) Form of lax: Estale tax.—Mississippi imposes an estate tax on the net estate

in excess of $100,000. It is equal to 80 per cent of the Federal estate tax
. under the act of 1926, and applies to resident and nonresident estates.
Modeled on the Federal law.

(b) Consanguiniiy.—Not recognized.

(¢) Ezemptions and rate.—$100,000 exemption. Rates 80 per cent of the Federal
estate tax rates under act of 1926.

(d) Communily property.—Not recognized.

(e) Reciprocity—Yes. Does not tax intangibles of residents of those States
which extend reciprocity to residents of Mississippi.

(f) Haistory.—First inheritance tax law in 1918. Nineteen hundred and twenty-
four, estate tax enacted in lieu of inheritance tax. Amended in 1928 to
make rates equal to 80 per cent of the Federal estate tax of 1926.

(9) General statement.—Imposes an estate tax on net estate in lieu of inheritance
tax on each share. Modeled on the Federal estate tax law, and adopts,
as far as practicable, Federal regulations.

(k) Connection with Federal law.—The Mississippi estate tax remains in force, by
specific provision, so long as the United States Government imposes an
estate tax, and becomes void with the repeal of the Federal tax.

MissoURI

(@) Form of tax: Inheritance and estate.—

Inheritance tax levied on distributive share of each beneficiary, valued
as of date of decedent’s death, except transfers in case of powers of ap-
pointment, where property is valued as of date of transfer.

Estate tax enacted to secure benefit of the 80 per cent provision of the
Federal law of 1926.

(b) Consanguinity.—Recognized by inheritance tax.
(c) Ezxemplions and rales:

Inheritance tax.—

Widow or husband, $20,000 exemption (in addition to marital
rights). Rates 1 per cent to 6 per cent, the latter rate applying to
that portion of net shares in excess of $420,000 (before exemption).

Lineal descendants, physically or mentally incapacitated, $15,000
exemption. Rates 1 to 6 per cent, the latter rate applying to that
portion of net shares in excess of $415,000 (before exemption).

Other lineal descendants (including adopted and illegitimate
children), lineal ancestors, $5,000 exemption. Rates 1 to 6 per cent,
the latter rate applying to that portion of net shares in excess of
$405,000 (before exemption).

Son-in-law, daughter-in-law, brother, sister, or descendant thereof,
$500 exemption. Rates 3 to 18 per cent, the latter rate applying to
that portion of net shares in excess of $400,500 (before exemption).

Uncle, aunt, or descendant of either, $250 exemption. Rates
3 to 18 per cent, the latter rate applying to that portion of net shares
in excess of $400,250 (before exemption).

156838 —233 15
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(¢) Ezemptions and rates—Continued:

Inheritance tax—Continued.

Brother or sister of grandparent or descendant of either, $100
exemption. Rates 4 to 24 per cent, the latter rate applying to that
portion of net shares in excess of $400,100 (before exemption).

All others, exeept charitable, religious, and educational organiza-
tions, ete., which are exempt, no exemption (except when estate is
less than $100). Rates 5 to 30 per cent, the latter rate applying to
that portion of net shares in excess of $400,000.

Estate tar.—$100,000 exemption. Tax equals the difference between 80
per cent of the Federal estate tax under the act of 1926 and the total
of all death taxes paid.

(d) Community property—Not recognized.

(e) Reciprocity.—Yes. Does not tax intangibles of States which do not tax
intangibles of, or which extend reciprocity to, residents of Missouri.

(f) History.—First inheritance tax 1895. Present table of rates 1917, exemptions
1919. Estate tax amendment 1927.

(9) General statement.—Missouri imposes an inheritance tax on the share of each
beneficiary. Rates are graduated in accordance with the value of such
share. The tax on collateral heirs is about three times that on direct
heirs; and the tax on strangers is about five times that on direet heirs.
An estate tax is also imposed to absorb the 80 per cent eredit allowed by
the Federal law of 1926.

(h) Connection with Federal tax.—The inheritanee tax alone more than absorbs.
the 80 per cent eredit of the Federal estate tax in the case of strangers and
collaterals; in the case of direet heirsit does not. The estate tax, however,
with the inheritanee, absorbs the credit, thus making the tax on direct
heirs mueh greater than it would be in the absenee of the Federal estate
tax. It would appear that the estate tax would be ineffective if the:
Federal estate tax was repealed.

MoONTANA

(a) Form of tax: Inheritance and estate.—

Inheritanee tax levied on distributive share of each beneficiary, valued

as of date of decedent’s death.

The estate tax is imposed on net estates of residents and nonresidents

in excess of $1,000,000, and was enacted to secure the benefit of the 80
per cent credit provision of the Federal law of 1926.

(b) Consanguinity.—Recognized by inheritance tax.

(c) Ezxzemptions and rates:

Inheritance tax.—

Widow, husband, lineal issue, lineal ancestor, adopted or-mutually
acknowledged child and issue, $17,500 exemption to widow; $5,000
exemption to husband; $2,000 exemption to others of class. Rates
graduated 1 to 4 per cent, the latter rate applying to that portion of
net shares in excess of $100,000 (before exemption).

Brother, sister, or descendant, daughter-in-law, son-in-law, $500
exemption. Rates 2 per cent graduated to 8 per cent, the latter rate-
applying to that portion of net shares in excess of $100,000 (before:
exemption).

Uncle, aunt, first cousin, no exemption. Rates graduated 3 to
12 per cent, the latter rate applying to that portion of net shares i
excess of $100,000.

All others, except charitable, religious, or educational organizations,
ete., within State. no exemption. Rates graduated 4 to 16 per cent,
the latter rate applying to that portion of net shares in excess of’
$100,000.

Estate tax.—The tax is imposed only on net estates in exeess of”
$1,000,000. Rates graduated 625 to 16 per cent, the latter rate apply--
ing to that portion of net estates in excess of $10,000,000.

(d) Community property.—Not recognized.

(e) Reciprocity—No. Taxes intangibles of nonresidents.

f) IIistory.—;l':)i;st inheritance tax 1897. New law 1923. Estate tax amend-
ment 1927,
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(g9) General statement.—Montana imposes an inheritance tax on the share of each
beneficiary. Rates are graduated in accordance with the amount of the
share. The tax on collaterals is twice the tax on direct heirs, and the tax
on strangers four times that on direct heirs. The estate tax was enacted
to take up the credit allowed by the Federal law. It is specifically pro-
vided that this tax shall not exceed the difference between 80 per cent of
the Federal tax under the act of 1926, and the total death taxes paid to the
States.

(k) Connection with Federal tax.—The inheritance tax and estate tax together
absorb the full 80 per cent credit allowed by the Federal law in all cases,
The inheritance tax rates in the case of strangers are sufficiently high to
absorb the full 80 per cent eredit without the application of the estate
tax. The estate tax is incorporated in the law of Montana, but it appears
that it would become ineffective with the repeal of the Federal law.

NEBRASKA

(a) Form of taxz: Inheritance and estate.~— _

Inheritance tax levied on distributive share of each bencficiary, valued
as of date of decedent’s death.

Estate tax on resident estates enacted to secure benefit of SO per cent
credit clause of Federal law of 1926.

(b) Consangunity.—Recognized by inheritance tax.

(¢) Ezemptions and rates:

Inheritance tax.—

Widow, husband, lineal descendant, parents, brother, sister, daugh-
ter-in-law, son-in-law, adopted or mutually acknowledged child,
$10,000 exemption, plus statutory right, in case of widow and hus-
band. $106,000 exemption to others of class. Rates, flat 1 per cent on
net share (before exemption).

Unecle, aunt, niece, nephew, or lineal descendant of foregoing, $2,000
exemption. Rates, flat 4 per cent on net share (before exemption).

All others, except charitable, religious, or educational organiza-
tions, no exemption, unless net estate less than $500, then entirely
exempt. Rates graduated 4 per cent to 12 per cent, the latter rate
applying to that portion of net shares in excess of $50,000.

Estate taz.—$100,000 exemption. Tax equals difference between 80 per
cent of Federal estate tax under act of 1926 and total of all other death
taxes paid.

(d) Communaty property.—Not recognized.

(e) Reciprocity.— Yes.

(f) History.—First inheritance tax 1901, modeled on Illinois and Iowa statutes.
Amendment of 1923 doubled the rate of the tax. Estate tax amendment
1929. )

(g) General statement.—Nebraska imposes an inheritance tax on the share of each
beneficiary. On direct and collateral heirs flat rates are imposed; on
strangers graduated rates, which are four to twelve times higher than on
direct and collateral heirs. The estate tax is the difference between 80
per cent of the Federal estate tax under the act of 1926 and the total
of all other death taxes paid.

(h) Conncction with Federal tax:

The inheritance and estate tax together absorb the 80 per cent credit
of the Federal law. The total tax can not exceed the difference between
80 per cent of the Federal estate tax under the act of 1926 and all other
death taxes paid. In case of changein Federal estate tax rates,the Nebraska
estate tax is modified accordingly. It would probably be ineffective in
case of the repeal of Federal estate tax. The following quotation from the
Nebraska law is interesting:

“Sec. 7. This act is not a commitment of the legislature to the prin-
ciple of the coercive features of the Federal estate tax. It is accepted in
order to protect the temporary interests of the people of the State of
Nebraska.”

NEvVADA

There is no inheritance or estate tax imposed by the State of Nevada. Its
inheritance tax was repealed in 1925. Thus, the Federal estate tax is the only
death tax applicable to decedents resident in that State.
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NEw HAMPSHIRE

(a) Form of tax: Inheritance and estate.—
Inheritance tax imposed on distributive share of collateral heirs and
strangers in blood, valued as of decedent’s death.
Estate tax enacted to secure the benefit of the 80 per cent credit provi-
sion of the Federal law of 1926.
(b) Consanguinity.—Recognized to the extent of exempting direct heirs.
(¢) Exemptions and rates:
Inheritance tax.—
Widow, husband, lineal descendant, adopted child and lineal
descendant, parents, daughter-in-law, son-in-law, no tax imposed.
All others, except charitable, religious, and educational organiza-
tions, cte., which are exempt, no exemption. Flat tax of 5 per cent.
Estate tax.—The estate tax is levied on net estates exceeding $100,000,
and equals the difference between the total of all other death taxes paid
and 80 per cent of the Federal tax under the act of 1926.

(d) Community property.—Not recognized.

(e) Reciprocity—Yes. Does not tax intangibles of States which have no inheri-
tance tax, or which do not tax intangibles of, or extend .reciprocity to,
residents of New Hampshire.

(f) History.—First collateral inheritance tax, 1878. (Held unconstitutional.)
First valid inheritance tax, 1905. Direct inheritance tax, 1919. (Uncon-
stitutional.) Collateral inheritance tax, 1925. Reciprocity amendment,
1927. Estate tax enacted, 1931.

(g) General statement.—New Hampshire imposes an inheritance tax on the net
shares of collaterals and strangers at a flat rate of 5 per cent. Estate tax
enacted to absorb the 80 per cent credit allowed by the Federal law.

(h) Comnection with Federal tax.—The inheritance and estate taxes together absorb
the full 80 per cent credit allowed by the Federal law of 1926. 1t is specifi-
cally provided that the estate tax shall become void and of no effect in
respect of the estate of any person who dies after the effective date of the
repeal of the Federal estate tax or the 80 per cent credit provision thereof.

NEw JERSEY

(@) Form of tax: Inheritance.—

Inheritance tax levied on distributive share of each bheneficiary, valued
as of date of decedent’s death.

No estate tax imposed.

(b) Consanguinity.—Recognized.

(¢) Exemption and rates:

Widow, husband, lineal descendants, parents, $5,000 exemption. Rates
graduated 1 per cent to 16 per cent, the latter rate applying to that por-
tion of net shares in excess of $3,700,000 (before exemption).

Brother, sister, daughter-in-law, son-in-law, no exemption, except where
amount is less than $500, then entirely exempt. Rates graduated 5 per
cent to 16 per cent, the latter rate applying to that portion of net shares
in excess of $2,200,000.

Charitable and religious institutions, etc., no exemption, except where
amount is less than $500, then entirely exempt. Flat rate of 5 per cent.

All others, except transfers for use of political subdivision of State for
public purpose, which are exempt, no exemption, except where amount is
less than $500, then entirely exempt. Rates, graduated 8 per cent to
maximum of 16 per cent, the latter rate applying to that portion of net
shares in excess of $1,700,000.

(d) Community property.—Not recognized.

(e) Reciprocity.—Does not tax intangibles of nonresidents; therefore, residents of
New Jersey are exerapted from taxation on intangibles located in other
States which have reciprocal provisions.

(f) History—TFirst inheritance tax (collateral) 1892. New law 1909, now in
force, as amended. Rates materially increased 1926.

(g) General statemen!.—New Jersey imposes an inheritance tax on the share of
each beneficiary. Rates are graduated in accordance with the amount of
such share, except in the case of charitable, religious, and educational
institutions, in which event a flat rate of 5 per cent is applied. The tax
on collaterals and strangers is heavier than the tax on direct heirs. No
cstate tax is imposed.
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(h) Connection with Federal tax.—The inheritance tax is sufficiently high to absorb
the full 80 per cent credit of the Federal law in practically all cases. The
higher rates became effective July 1, 1926, apparently for the purpose of
absorbing the 80 per cent credit provided for in the Federal revenue act
of 1926.

New MEexico

(a) Form of tax: Inheritance—Inheritance tax levied on distributive share of
each beneficiary, valued as of date of appraisal as specified by law.

(b) Consanguinity—Recognized.

(¢) Ezemplion and rates:

Widow, husband, lineal descendant, parents, $10,000 exemption on
entire estate, except when part of estate goes to eollaterals or strangers
in blood the exemption is proportionate. Community property is exempt
from tax on death of wife; one-half is taxable on death of hushand.

Rates, 1 per cent flat rate on net share of inheritance, 214 per cent when
transfer was in contemplation of death.

Daughter-in-law, son-in-law, brother, sister, ete., exemption $10,000,
except when part of estate goes to enllaterals or strangers in blood the
exemption is proportionate. Rates, flat 5 per cent on net share of inherit-
ance, 8 per eent when transfer was in contemplation of death.

Collaterals, strangers in blood, corporations, ete., 3500 exemption.
Rates, flat 5 per cent on net share of inheritanee, 8 per cent where transfer
was in contemplation of death.

Works of art, ete., to institutions within State, exempt.

(d) Community property.—Recognized.

(e) Reciprocity.—Yes. Does not tax intangibles of those States whieh extend
reciprocity to residents of New Mexico.

(f) History.—First inheritance tax, 1919. New law, 1921. Amendment, 1929,
to exempt from taxation intangible personal property of nonresidents of
States which provide similar exemptions to residents of New Mexico.

(g) General statement.—New Mexico imposes an inheritance tax on the share
of each beneficiary. It imposes an additional tax where the transfer was
in contemplation of death. The tax is much heavier on collaterals and
strangers than on direet heirs.

(h) Connection with Federal tax.—The tax does not absorb the 80 per cent credit
of the Federal law, and no estate tax is imposed.

New York

(a) Form of tax: Estate—Estate tax levied on entire net estate, and not on indi-
vidual shares, valued as of date of death, but taxes paid prorated among
beneficiaries.

(b) Consanguinity.—Not recognized except by exemption.

(¢) Exemption and rates:

Widow, $20,000; husband, $20,000; lineal ancestor, lincal descendant,
brother, sister, daughter-in-law, son-in-law, ete., $5,000. Rates, graduated
four-fifths of 1 per cent to 16 per eent, the latter rate applying to that por-
tion of net estates in excess of $10,000,000 (before exemption).

All others, no exemption. Rates four-fifths of 1 per ecent graduated to 16
per cent, the latter rate applying to that portion of net estates in excess of
$10,000,000.

NoTe.—Net estates of less than $5,000 are not taxable. Exemption
applies to first bracket of $150,000 only.

(d)y Community property.—Not recognized.

(e) Reciprocity.—Yes. Does not tax intangible personal property of nonresidents
if the State of residenee extends similar treatment to intangibles of residents
of the State of New York.

(f) History—First transfer (inheritance) tax 1885. Repeatedly amended. First
estate tax, 1925. An estate tax was substituted for the transfer and estate
taxes in 1930 (effective September 1, 1930).

(9) General statement.—New York imposes an estate tax on the net estate of
decedents, effective September 1, 1930, Before 1930 New York imposed
an inheritance (transfer) tax and estate tax. The rates are graduated in
accordance with value of net estate.

(h) Connection with Federal tax.—New York absorbs the full 80 per ecent eredit
allowed by the Federal law of 1926. The estate tax would not be affected

by the repeal of the Federal estate tax or the credit clause thereof.
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NorTH CAROLINA

(a) Form of tax: Inheritance and estate.—
Inheritance tax levied on distributive share of each beneficiary, valued
as of date of deccdent’s death.
Estate tax enacted to secure benefit of 80 per cent credit provision of
Federal law of 1926.
(b) Consanguinity.—Recognized in inheritance tax.
(¢) Ezemptions and rales:
Inheritance tax.—

Widow, $10,000 exemption. Rates, 1 per cent graduated to 10 per
cent, the latter rate applying to that portion of net shares in excess
of $3,010,000 (before exemption).

Minor child (under 21), $5,000 exemption. Rates, 1 per cent
graduated to 10 per cent, the latter rate applying to that portion of
net shares in excess of $3,005,000 (before exemption).

Husband, lineal issue (including stepchild and adopted child),
lineal ancestor, $2,000 exemption. Rates, 1 per cent graduated to 10
per cent, the latter rate applying to that portion of net shares in
excess of $3,002,000 (before exemption).

Brother, sister, and descendants, uncle or aunt, no exemption.
Rates, 3 per cent graduated to 23 per cent, the latter rate applying to
that portion of net shares in excess of $3,000,000.

All others, except charitable, religious, and educational organiza-
tions, which are exempt, no exemption. Rates, 8 per cent graduated
to 25 per cent, the latter rate applying to that portion of net shares
in excess of $3,000,000.

Estate tax.—%$100,000 exemption. Rates, tax equals difference between
80 per cent of Federal estate tax under act of 1926, and the North Carolina
inheritance tax.

(d) Community property.—Not recognized.

(e) Reciprocity—Yes. Does not tax intangibles of residents of States which do
not tax intangibles of, or extend reciprocity to, residents of North Carolina.

(f) History.—First inheritance tax, 1847. New law, 1897; important amendments
1923. Estate tax amendment, 1927. Inheritance tax amendments, 1931.

(9) General statement.—North Carolina imposes an inheritance tax on the share of
each beneficiary. Rates are graduated in accordance with the amount of
the share. The rates are very much heavier on collateral heirs and
strangers than on direct heirs. It enacted an estate tax to take advantage
of the 80 per cent credit clause of Federal law of 1926.

(k) Connection with Federal tax—In the case of collateral heirs and strangers,
the inheritance tax alone more than absorbs the 80 per cent credit of the
Federal law, and in the case of direct heirs, the inheritance tax and estate
tax, together, absorb the 80 per cent credit. It appears that the estate
tax would become ineffective by the repeal of the Federal law.

NorTH DAakoTA

(@) Form of lax: Estale.—Estate tax levied on entire estate of residents and non-
residents at progressive rates, valued as of date of decedent’s death.

(b) Consanguinity.—Not recognized except by exemptions.

(c) Exzemption and rales:

$20,000 exemption to widow and husband. $5,000 exemption to minor
child.  $3,000 exemption to lineal descendant or lineal ancestor, adopted
child, stepchild, or lineal descendant of adopted or stepchild. All others,
no exemption.

Rates 1 per cent graduated to 7 per cent, the latter rate applyving to
that portion of net estates in excess of $1,500,000 (after exemption, if any).

(d) Community property.—Not recognized.

(e) Reciprocity.—Yes.

(f) History.—First inheritance tax, 1903. New inheritance tax law, 1913.
New estate tax law, 1927; superseding inheritance tax.

(9) General statement.—North Dakota imposes an estate tax on net estates of
residents and nonresidents. Rates are graduated in accordance with the
amount of such estate. The tax does not absorb the 80 per cent credit
allowed by the Federal law of 1926 except in the lower brackets.

(h) Connection with Federal estate tax.—There is no connection with Federal law.
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Onro

(@) Form of tax: Inheritance and estate.—
Inheritance tax levied on distributive share of each beneficiary, valued
as of date of decedent’s death.
Estate tax imposed to secure benefit of 80 per cent credit provision of
Federal law of 1926.
() Consanguinity.—Recognized in inheritance tax.
(c) Ezxemptions and rates:
Inheritance tax.—

Widow or minor child, $5,000 exemption, plus 1 year’s allowance
to widow or child under 15, not exceeding $3,000. Rates 1 per cent
graduated to 4 per cent, the latter rate applying to that portion of
net shares in excess of $200,000 (before exemption).

Husband, parent, lineal descendant, and adopted child, $3,500
exemption. Rates, 1 per cent graduated to 4 per cent, the latter rate
applying to that portion of net shares in excess of $200,000 (before
exemption).

Brother, sister, niece, nephew, daughter-in-law, son-in-law, mutually
acknowledged child, $500 exemption. Rates, 5 per cent graduated to
8 per cent, the latter rate applying to that portion of net sharesin
excess of $200,000 (before exemption).

All others, except charitable, religious, and educational organiza-
tions, which are exempt, no exemption. Rates, 7 per cent graduated
to 10 per cent, the latter rate applying to that portion of net shares
in excess of $200,000.

Estate tax.—$100,000 exemption. Rates, tax equals difference between
80 per cent of the IFederal tax and all other death taxes paid.

(d) Community property—Not recognized.

(e) Reciprocity—Yes. Does not tax intangibles of nonresidents if State of
residence extends similar treatment to intangibles of residents of Ohio.

(f) History.—First inheritance tax, 1893. New law, 1919. Estate tax amend-
ment, 1927.

(g) General statement.—Ohio imposes an inheritance tax on the share of each
beneficiary. Rates are graduated in accordance with the value of such
share. The tax on collaterals and strangers is heavier than the tax on
direct heirs. An estate tax is imposed to secure the benefit of the 80 per
cent credit clause of the Federal law of 1926.

(k) Connection with Federal tax.—The inheritance and estate tax together absorb
the full 80 per cent credit of the Federal law. Under the wording of the
Obhio law, it appears that the estate tax would become ineffective by the
repeal of the Federal estate tax, but not ineffective with a change in the
credit provision thereof.

OKLAHOMA

Form of tax: Inheritance—Inheritance tax levied on distributive share of
each beneficiary, valued as of date of decedent’s death.

(b) Consanguinity.—Recognized.

(c) Ezemption and rates:

Widow, husband, parents, lineal descendants: $15,000 exemption to
widow; $10,000 exemption to child; $5,000 exemption to others of
class. Rates graduated 1 per cent to 16 per cent, the latter rate applying
to that portion of net shares in excess ot $10,000,000 (before exemption).

Brother, sister, daughter-in-law, son-in-law, $1,000 exemption. Rates
graduated 1 per cent to 16 per cent, the latter rate applying to that por-
tion of net shares in excess of $10,000,000 (before exemption).

All others, except charitable, religious, and educational organizations
within State, which are exempt, $500 exemption. Rates graduated 6 per
cent to 16 per cent, the latter rate applying to that portion of net shares
in excess of $10,000,000 (before exemption).

(d) Communily property.—Not recognized.

(e) Reciprocity—No. Taxes intangible property of nonresidents.

(f) History.—First inheritance tax, 1908. New law, 1915. Amendment, 1927,
providing for present rates.

(9) General statement.—Oklahoma imposes an inheritance tax on the share of each

beneficiary. Rates are graduated in accordance with the amount of each

share and are higher on shares of distant relatives than on near relatives.

=
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(k) Connection with Federal tax—Although Oklahoma has enacted no legislation
to take advantage of the 80 per cent credit clause of the Federal law of
1926, the inheritance tax is sufficient in most cases to absorb the full
credit allowed. Repeal of or change in Federal law would have no effect
on inheritance tax of Oklahoma.

OREGON

(a) Form of tax: Inheritance and estate.—

Inheritance tax levied on distributive share of collateral heirs and

strangers in blood, valued as of date of decedent’s death.

Estate tax levied on entire net estates of residents and nonresidents.

(b) Consanguinity.—Recognized in inheritance tax.

(c) Exemplions and rates:

Inheritance tax.— .

Widow, husband, lineal descendants, parents, and grandparents,
etc., not taxed.

Brother, sister, uncle, aunt, neplew, niece, or lineal descendant
thereof, $1,000 exemption. Rates graduated 1 per cent to 15 per
cent, the latter rate applying to that portion of net shares in excess of
$50,000 (before exemption).

All others, except charitable, religious, or educational organizations
which are exempt, no exemption. Rates graduated 2 per cent to 25
per cent, the latter rate applying to that portion of net shares in
excess of $50,000.

Estate tax.—%$10,000 exemption. Rates graduated 1 per cent to 10 per
cent, the latter rate applying to that portion of net estates in excess
of $1,000,000.

(d) Comanunity property.—Not recognized.

(e) Reciprocity—Yes. Does not tax intangibles of residents of States which
exempt intangibles of, or extend reciprocity to, residents of Oregon.

(f) History.—First inheritance tax, 1903. Estate tax, 1919. Reciprocity
amendment, 1927.

(9) General statement.—Oregon imposes an inheritance tax on the share of each
collateral and stranger, and an estate tax on the net estate. The estate tax
is the only death tax imposed on direct heirs. The same property which
is subject to the inheritance tax is subject to the estate tax, including
property of nonresidents. The inheritance tax rates and estate tax rates
are graduated, and the former are much higher on strangers than on
collaterals.

(h) Connection with Federal tax.—The inheritance and estate taxes are sufficient
in most cases to absorb the full 80 per cent credit allowed by the Federal
law of 1926, except in case of very large estates going to direct heirs. The
{epeal of or change in the Federal law would not affect the Oregon death

axes. .

PENNSYLVANIA

(@) Form of tax: Inheritance and estate.—

Inheritance tax levied on distributive share of each beneficiary valued

as of date of decedent’s death.

Estate tax on residents and nonresidents levied to take advantage of

credit allowed by Federal law of 1926.
(b) Consanguinity.—Recognized by inheritance tax.
(¢) Exemption and rates:

Inheritance tax.—

Widow, husband, lineal descendants, parents, etc., no exemption.
Rate, flat 2 per cent.

All others, except charitable, religious, or educational organizations,
which are exempt, no exemption. Rate, flat 10 per cent.

Estate tax.—$100,000 exemption. Rates: The estate tax is equal to the
difference between 80 per cent of the Federal tax under act of 1926
and the total of all other death taxes paid to Pennsylvania and any
other State or Territory.

(d) Community property.—Not recognized.
(e) Reciprocity—Yes. Does not tax intangibles of residents of States which
do not tax intangibles of, or extend reciprocity to, residents of Pennsylvania.
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(f) History.—First inheritance tax 1826 (first in United States). New law
1917, present rates effective 1921. Estate tax amendments 1925 and 1927.

(g) General statement.—Pcennsylvania imposes an inheritance tax on the share
of each beneficiary at flat rates. The rate on collaterals and strangers is the same,
and is five times the rate on direct heirs. The estate tax was enacted to take
advantage of the 80 per cent credit clause of the Federal law of 1926.

(h) Connection with Federal tax.—The inheritance and estate taxes together
absorb the 80 per cent credit allowed by the Federal law. Though there is no
specific provision for repeal of the estate tax in case of repeal of the Federal estate
tax or credit provision thereof, vet inasmuch as it is based on the difference
between the credit allowed, or which may be allowed by the Federal law, and
the total of all other death taxes paid, it would become ineffective if the Federal
law were repealed or ceased to allow a credit for such taxes.

Riuope IsLaND

(@) Form of taxz: Inheritance, estate, and additional estate.—

Inheritance tax levied on distributive share of each beneficiary valued
as of date of decedent’s death.

Estate tax levied on resident and nonresident estates in excess of
$10,000 at flat rate of 1 per cent.

Additional estate tax levied on resident and nonresident estates in
excess of $250,000 at graduated rates; and if the additional estate tax,
together with the inheritance and estate tax, does not equal 80 per cent
of the Federal tax under the act of 1926, then the additional estate tax is
increased until the whole 80 per cent credit is absorbed.

(b) Consanguinity.—Recognized by inheritance tax.

(¢) Ezxemption and rates:

Inheritance tar.—

Widow, husband, lineal descendant, parent, grandparent, brother,
sister, nephew, niece, daughter-in-law, son-in-law, ete., $25,000 exemp-
tion. Rates, graduated one-half of 1 per cent to 3 per cent, the latter
rate applying to that portion of net shares in excess of $1,000,000
(before exemption).

All others, except organizations exempt under the law, $1,000 exemp-
tion. Rates graduated 5 per cent to 8 per cent, the latter rate applying
to that portion of net shares in excess of $1,000,000

Estate tax.—3$10,000 exemption. Rates, flat 1 per cent.
Additional estate tax.—

$250,000 exemption. Rates graduated 1.4 per cent to 14.92 per cent,
the latter rate applyving to that portion of estates in excess of $10,000,000.

In addition the additional estates tax is increased, if the inheritance,
estate, and additional estate tax together are less than 80 per cent of
the Federal estate tax, in which case the increase equals the difference
between 80 per cent of the Federal tax under the act of 1926, and the
total of the inheritance, estate, and additional estate taxes.

(d) Community property.—Not recognized.

(e) Reciprocity—Does not tax intangibles of nonresidents; therefore, residents
of Rhode Island obtain the benefits of reciprocity from those States having
reciprocal provisions.

(f) History—First inheritance tax 1916. Estate tax rate increased and addi-
tional estate tax imposed 1926. New enactment 1929 practically same as old law.

(g) General statement.—Rhode Island imposes an inheritance tax on the share
of cach beneficiary. Rates are graduated in accordance with the va'uc of the
share. The rates on strangers are much higher than the rates on direct and collat-
eral heirs. The State also imposes an estate tax at a flat rate of 1 per cent on
estates over $10,000 and an additional estate tax, at graduated rates, on the large
estates in order to absorb the 80 per cent credit allowed by the Federal law.

(k) Connection with Federal tax.—The inheritance, estate, and additional estate
taxes together absorb the ful 80 per cent credit allowed by the Federal law of
1926. They are a part of the statute and would remain effective in spite of the
repeal of or change in the Federal law, except in regard to the provision providing
that the total of the three taxes shall not be less than the 80 per cent credit
allowed by the Federal law.
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Souta CAROLINA

(a) Form of tax: Inheritance.—Inheritance tax levied on distributive share of
each beneficiary, valued as of date of death.

(b) Consanguinity.—Recognized.

(¢) Ezxemption and rates:

Widow husband, child, grandchild, parent: $10,000 exemption to
widow or husband; $7,500 exemption to minor child; $5,000 exemption
to child or parent; $500 exemption to grandchild. Rates, graduated 1
per cent to 6 per cent, the latter rate applying to that portion of net
shares in excess of $300,000 (after exemption).

Lineal descendants and ancestors(other than mentioned above)brother,
sister, uncle, aunt, nephew, niece, daughter-in-law, son-in-law, $500 ex-
emption. Rates 2 per cent graduated to 7 per cent, the latter rate apply-
ing to that portion of net shares in excess of $300,500 (before exemption).

All others, except charitable, religious, or educational organizations,
which are exempt, $200 exemption. Rates graduated 4 per cent to 14
per cent, the latter rate applying to that portion of net shares in excess
of $300,200 (before exemption).

(d) Community property.—Not recognized.

(e) Reciprocity.—Yes. Does not tax intangibles of those States which do not
tax intangibles of, or extend reciprocity to, residents of South Carolina.

(f) Hisltory.—First inheritance tax 1922. Extensive amendments 1924, 1925,
1928. Reciprocity amendment 1929.

(9) General statement.—South Carolina imposes an inheritance tax on the share
of each beneficiary. Rates are graduated in accordance with the amount of the
share. The rates are less on direct heirs than on collaterals and strangers. No
estate tax is imposed.

(h) Connection with Federal lax.—The inheritance tax does not absorb the 80
per cent credit allowed by the Federal law in the case of the larger estates.
Changes in the Federal law will not affect the death taxes of this State.

Soutre Daxora

(a) Form of tax: Inheritance.—Inheritance tax levied on distributive share of
each beneficiary, valued as of date of death.

(b) Consanguinity.—Recognized.

(¢) Exzemplion and rates:

Widow, and lineal issue, $10,000 exemption. Rates, graduated 1 to 4
per cent, the latter rate applying to that portion of net shares in excess
of $100,000 (before exemption).

Husband, lineal ancestor, adopted or mutually acknowledged child,
$10,000 exemption to husband, adopted or mutually acknowledged child.
$3,000 exemption to lineal ancestors. Rates, graduated 2 to 8 per cent,
the latter rate applying to that portion of net shares in exeess of $100,000
(before exemption).

Brother, sister, and descendants, daughter-in-law, son-in-law, $500
exemption. Rates, graduated 3 to 12 per cent, the latter rate applying
to that portion of net shares in excess of $100,000 (before exemption).

Uncle, aunt, or descendants, $200 exemption. Rates, graduated 4 to
16 per cent, the latter rate applying to that portion of net shares in excess
of $100,000 (before exemption).

All others, except charitable, religious, and educational organizations,
ete., within State whieh are exempt, $100 exemption. Rates, graduated
5 to 20 per cent, the latter rate applying to that portion of net shares in
excess of $100,000 (before exemption).

(d) Community property.—Not recognized.

(). Reciprocity—No. Taxes intangibles of nonresidents, and has no reciprocal
provision.

(f) History.—First inheritance tax, 1905. Rates changed, 1919. Amend-
ment 1923 and 1925.

(9) General statement.—South Dakota imposes an inheritance tax on the share
of each heneficiary. Rates are graduated in accordance with the amount of
the share. The rate on collaterals is three times, and the rate on strangers five
times, that on the widow and lineal issue.

(h) Connection with Federal tax.—No estate tax is imposed, and no legislation
has been enacted to take advantage of the 80 per cent credit allowed by the
Federal law. The inheritance tax on unecles and aunts and their deseendants,
and on strangers, absorbs the 80 per cent credit, but the inheritance tax on other
heirs does not, except in the case of the smaller estates.
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TENNESSEE

(a) Form of tax: Inheritance and estate.—
Inheritance tax levied on distributive share of each beneficiary, valued
as of date of death.
Estate tax levied on resident estates to secure benefit of 80 per cent
credit provision of the Federal law of 1926.
(b) Consanguinity.—Recognized by inheritance tax.
(¢) Exemption and rates:
Inheritance tax.—

Widow, husband, lineal descendants, and ancestors, etc., $10,000
exemption. Rates graduated 1 to 5 per cent, the latter rate applying to
that portion of net shares in excess of $500,000 (before exemption).

All others, except charitable, religious, and educational organizations,
ete., which are exempt, $1,000 exemption. Rates graduated 5 to 10
per cent, the latter rate applying to that portion of net shares in excess of
$250,000 (before exemption).

Estate tax.—

$100,000 exemption. Rates, tax equals the difference between 80
per cent of the Federal estate tax under act of 1926, and the total of all
other death taxes paid.

(d) Community property.—Not recognized.

(e) Reciprocity.—Does not tax intangibles of nonresidents; therefore, residents of
Tennessee obtain the benefits of reciprocity from those States having such provisions.

(f) History—First inheritance tax 1891. New law, 1919, present rates
effective. Estate tax amendment, 1929.

(g) General statement.—Tennessee imposes an inheritance tax on the share of
each beneficiary. Rates are graduated in accordance with the amount of the
share. Collaterals and strangers are taxed at the same rates, which are from
two to five times the rate on dircet heirs.

(h) Connection with Federal tax.—The inheritance and estate taxes together
absorb the full 80 per cent credit allowed by the Federal law. It is specifically
provided that the estate tax shall become ““void and of 1o effect’ in case of repeal
of the Federal estate tax or the credit provision thercof. In case of a change in
the amount of the credit allowed by the Federal law the Tennessee estate tax
apparently would still be effective.

TExAS

(a) Form of tax: Inheriiance.—

Inheritance tax levied on distributive share of each beneficiary valued

. as of date of death.

(b) Consanguinity.—Recognized.

(c) Exemption and rates:

Widow, husband, lineal descendants, and ascendants, daughter-in-law,
son-in-law, gifts to United States for use in Texas, ete., $25,000 exemption.
Rates graduated 1 to 6 per cent, the latter rate applying to that portion
of net shares in excess of $1,000,000 (before exemption).

Brother, sister, or descendant thereof, $10,000 exemption. Rates,
graduated 3 to 10 per cent, the latter rate applying to that portion of
net shares in excess of $1,000,000 (before exemption).

Uncle, aunt, or descendants thereof, $1,000 exemption. Rates grad-
uated 4 to 15 per cent, the latter rate applying to that portion of net shares
in excess of $1,000,000 (before exemption).

All others, except charitable, religious, and educational organizations,
which are exempt, $500 exemption. Rales graduated 5 to 20 per cent,
the latter rate applying to that portion of net shares in excess of $1,000, 000
(before exemption).

(d) Community property.—Recognized.

(e) Reciprocity.—Yes. Does not tax intangibles of nonresidents if State of
residence exempts intangibles of, or extends recciprocity to, residents of Texas;
provided the State of residence has a death tax.

(f) History. irst inheritance tax 1907. New law 1923. Reciprocity amend-
ment 1929.

(9) General statement.—Texas imposes an inheritance tax on the share of each
beneficiary. Rates are graduated in accordance with the value of the share.
The rates are much higher on collaterals and strangers than on direct heirs.

(k) Connection with Federal tax.—No estate tax is imposed and no legislation has
been enacted to take advantage of the 80 per cent credit allowed by the Federal law
of 1926. However, in the case of collaterals and strangers the inheritance-tax rates
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are sufficient to absorb the full 80 per cent credit, in most cases. In the case of
dircet heirs, on shares in excess of about $600,000, the inheritance tax does not ab-
sorb the 80 per cent credit. The repeal of or change in the Federal law would not
affect the death taxes of Texas.

Uran

(a) Form of tax: FEstate.—Estate tax levied on the entire estate of residents of
Utah, and not on the share of each beneficiary.

(b) Consanguinity.—Not recognized.

(¢) Exemption and rates.—$10,000 exemption. Rates, graduated 3 to 5
per cent, the latter rate applying to that portion of net estates in excess of $25,000
(before exemption).

(d) Community property.—Not recognized.

(e) Reciprocity.—No. Taxes intangibles of nonresidents and does not have
reciprocal provisions,

(f) Ilistory.—First inheritance tax, 1901. Progressive rates, 1915. Amend-
ments, 1917 and 1919.

(9) General statement.—Utah imposes an estate (or joint inhcritance) tax on
the entire net estate, and not on the share of each beneficiary. The rates are
graduated in accordance with the value of the net estate. They are the same on
direct heirs, collaterals, or strangers in blood.

(k) Connection with Federal tax.— Utah has enacted no legislation to take
advantage of the 80 per cent credit allowed by the Federal law; and the rates are
not sufficient to absorb the 80 per cent credit allowed thereby. The repeal of or
change in this latter law would not affect the death taxes of Utah.

VERMONT

(a) Form of tax: Inheritance and estate.—
Inheritance tax levied on distributive share of each beneficiary, valued
as of one year after death, or as of date of distribution.
Estate tax levied on resident estates in excess of $100,000 in order to
take advantage of 80 per cent credit provision of Federal law of 1926.
(b) Consanguinity.—Recognized by inheritance tax.
(¢) Exemption and rates:
Inheritance tax.—

Widow, husband, parent, lineal descendent, daughter-in-law, son-in-
law, ete., $10,000 exemption. Rates graduated 1 to 5 per cent, the latter
rate applying to that portion of net shares in excess of $250,000 (before
exemption).

All others, except charitable, religious, or educational organizations,
which are exempt, no exemption. Rate, 5 per cent flat.

Estate tax.—

$100,000 exemption. Rates, tax equals the difference between
80 per cent of the Federal estate tax under act of 1926 and the total of all
other death taxes paid.

(d) Community property—Not recognized.

(e) Reciprocity.—Does not tax intangibles of nonresidents; thercfore, residents
of Vermont obtain the benefit of reciprocity from those States having reciprocal
provisions.

(f) IIistory.—First inheritance tax 1896 (collateral). Direct heirs taxed 1917.
Estate tax amendment 1927.

(9) General statement.—Vermont imposes an inheritance tax on the share of
each beneficiary. The rates are graduated in the case of direct heirs in accord-
ance with the value of the share. Collaterals and strangers are taxed at a flat
rate. The estate tax was enacted to take advantage of the 80 per cent credit
allowed by the Federal law.

(k) Connection with Federal tax.—The inheritance and estate taxes together
absorb the 80 per cent credit allowed by the Federal law of 1926. 1t is specifically
provided that the estate tax shall become void and of no effect if the Federal estate
tax, or the 80 per cent credit provision thereof, shall be repealed.

VIRGINIA

(a) Form of tax: Inheritance and estaie.—

Inheritance tax levied on distributive share of cach beneficiary valued
as of date of decedent’s death, except contingent inheritances, which are
valued as of date when beneficiary comes into possession and enjoyment.

Estate tax levied on net estate of resident decedents, equal to the differ-
ence between 80 per cent of the Federal estate tax under 1926 act and
the total of all death taxes paid.
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(b) Consanguinity—Recognized by inheritance tax.
(c) Eremption and rates:
Inheritance tax.—

Widow, husband, lineal ancestors and descendants, etc., $10,000
exemption. Rates graduated 1 to 5 per cent, the latter rate applying
to that portion of net shares in exeess of $1,000,000 (before exemption).

Brother, sister, nephew, niece, ete., $4,000 -exemption. Rates 2 to
10 per cent, the latter rate applying to that portion of net shares in
excess of $500,000 (hefore exemption). ) o

All others, except charitable, religious, or educational organizations,
which are exempt, $1,000 exemption. Rates graduated 5 to 15 per cent,
the latter rate applying to that portion of net shares in excess of $500,000.

Estate tax.—

$100,000 exemption. Rates, tax equals the difference between SO
per cent of the Federal estate tax under the aet of 1926 and the total of
all other death taxes paid.

(d) Community property.—Not recognized. ) A

(e) Reciprocity.—Does not tax intangibles of nonresidents; therefore, Virginia
residents obtain the benefit of reciprocity from those States having reciprocal
provisions.

(f) History.—YFirst inheritance tax 1843-44. Reenacted after abolishment,
1896. Estate tax amendment, 1926; intangibles made nontaxable 1928,
effeetive 1929.

(9) General statement.—Virginia imposes an inheritance tax on the share of each
beneficiary. The rates are graduated in aceordanee with the value of the
share. The rates on collaterals and strangers are much higher than the
rates on direct heirs. Estate tax enacted to absorb the 80 per cent credit
allowed by the Federal law of 1926.

(h) Connection with Federal tax.—The inheritance and estate taxes together absorb
the full 80 per ecent credit allowed by the Federal law. It is specifically
provided that in case of a change in the credit provisions of the Federal
revenue act of 1926, the Virginia statute shall be so eonstrued as to take
advantage of anv ecredit which may be allowed by the Federal law. It
would appear that if the Federal ecredit provisions were repcaled the
Virginia estate tax would become incffeetive.

WAsSHINGTON

(a) Form of tax: Inheritance and estate tax.——Inheritance tax levied on distributive
share of each beneficiary, valued as of date of death.

(b) Consanguinity.—Recognized.

(¢) Exemption and rates:

Inheritance tax.—

Widow, husband, parent, lineal descendant, daughter-in-law, son-
in-law, ete., $10,000 exemption to widow, husband, or parent; $5,000
exemption to lineal desecendant, daughter-in-law, son-in-law, ete.
Rates graduated 1 to § per eent, the latter rate applying to that
portion of net shares in excess of $200,000 (before exemption).

Brother, sister, unecle, aunt, nephew, or niece, $5,000 exemption to
brothers and sisters. No exemption to others of elass. Rates
graduated 3 to 12 per cent, the latter rate applying to that portion of
net shares in excess of $200,000.

All others, except charitable, religious, or educational organizations,
which are exempt, no exemption. Rates graduated 10 to 25 per cent,
the latter rate applying to that porfion of net shares in excess of
$200,000.

Estate tax.—The estate tax is levied on all estates subject to the Federal
estate tax (over $100,000 net) and is equal to the difference between
the 80 per cent credit allowed by the Federal Jaw of 1926 and the
inheritance tax payable to tne State of Washington.

(d) Community properly.—Recognized.

(e) Reciprocily.—Yes. Does not tax intangibles of nonresidents if State of
residence exempts intangibles of or extends reeciprocity to residents of
Washington.

(f) History.—VYirst inheritance tax, 1901. Important amendments, 1917, 1919,
1921, 1923. Reciprocity and other amendments, 1929. Estate tax
enacted, 1931.
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(9) General statement—Washington imposes an inheritance tax on the share of
each beneficiary. Rates are graduated in accordance with the value of
the share. They are much higher on collaterals and strangers than on
direct heirs, the rate on strangers being from five to ten times that on direct
heirs. Estate tax enacted to take advantage of the 80 per cent credit
provision whenever the inheritance tax is less than that credit.

(k) Connection with Federal tax:

The inheritance tax on strangers is sufficient to absorb the 80 per cent
credit allowed by the Federal law, while the tax on collaterals is sufficient
to do so except on amounts in excess of about $7,000,000.

The estate tax will absorb the 80 per cent credit of the Federal law in all
cases where the inheritance tax is less than the amount of that credit.
Apparently this tax would become inoperative if the amount of the Federal
credit were changed or the Federal law repealed:

WEST VIRGINIA

(@) Form of tax: Inmheritance—Inheritance tax levied on the distributive share of
each beneficiary, valued as of date of death.

(b) Consanguinity.—Recognized.

(¢c) Exemplion and rates:

Widow, husband, child, parent, etc., $25,000 exemption to widow;
$15,000 exemption to others of class. Rates, graduated 2 to 10 per cent,
the latter rate applying to that portion of net shares in excess of $500,000
(before exemption).

Brother and sister, no exemption. Rates, graduated 4 to 10 per cent,
the latter rate applying to that portion of net shares in excess of $500,000.

All other blood relatives, no exemption. Rates, graduated 7 to 10 per
cent, the latter rate applying to that portion of net shares in excess of
$500,000. .

All others, except charitable, religious, or educational organizations
etc., within State which are exempt, no exemption. Rates, graduated,
9 to 10 per cent, the latter rate applying to that portion of net shares in
excess of $500,000.

(d) Community property.—Not recognized.

(e) Reciprocity—Yes. Does not tax intangibles of nonresidents if State of
residence exempts intangibles of or extends reciprocity to residents of
West Virginia.

(f) History.—First inheritance tax, 1887. Amendment taxing direct heirs,
1907; progressive rates, 1909. Reciprocity amendment and rates changed,
1929. Exemptions increased, 1931.

(9) General statement.—West Virginia imposes an inheritance tax on the share of
each beneficiary. The rates are graduated in accordance with the value
of the share. The tax on direct heirs is much less than the tax on collaterals
and strangers on amounts up to $500,000. On amounts in excess of
$500,000, all classes of beneficiaries are taxed at the same 1ate.

No estate tax is imposed.

(k) Connection with Federal tar.—The inheritance tax does not absorb the 80
per cent credit of the Federal law in case of the larger estates.

WIsSCcONSIN

(a) Form of tax: Inheritance and estate.—
Inheritance tax levied on distributive share of each beneficiary, valued
as of date of death.
Estate tax enacted to secure the benefit of the 80 per cent credit provi-
sion of the Federal law of 1926.
(b) Consanguinity.—Recognized.
(c) Exzemption and rates:'
Inheritance tax.— .
Widow, husband, lineal issue, or ancestor, etc., $15,000 exemption
to widow; $2,000 exemption to others of class. Rates, graduated 2 to
10 per cent, the latter rate applying to that portion of net shares in
excess of $500,000 (before exemption).

1 In no case, however, shall the tax on each share exceed 15 per cent of the property transferred.
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Ezemption and rates.—Continued.

Inheritance tax.—Continued.

Brother, sister and descendants, daughter-in-law, son-in-law, etec.,
$500 exemption. Rates, graduated 4 to 20 per cent, the latter rate
applying to that portion of net shares in excess of $500,000 (before
exemption).

Uncle, aunt, and descendants, $250 exemption. Rates, graduated
6 to 30 per cent, the latter rate applying to that portion of net shares
in excess of $500,000 (before exemption).

Al others, except charitable, religious, or educational organizations,
ete., within the State, which are exempt, $100 exemption. Rates,
graduated 8 to 40 per cent, the latter rate applying to that portion
of net shares in excess of $500,000 (before exemption.)

Estate tax—An estate tax is levied on all resident estates exceeding
$100,000 in value in the amount by which the 80 per cent credit
allowed by the Federal law exceeds the total of all estate, inheritance,
legacy, and succession taxes paid to any State or Territory, including
the Wisconsin inheritance tax.

Community property.—Not recognized.

Reciprocity—Yes. Does not tax intangibles of nonresidents if State of
residence exempts residents of Wisconsin from such tax.

Haistory.—First inheritance tax, 1899, unconstitutional. Present law, 1903,
as amended. Reciprocity and other amendments, 1929. Estate tax
enacted, 1931.

Gencral statement:

Wisconsin imposes an inheritance tax on the share of each beneficiary.
Rates are graduated in accordance with the value of the share. The
tax on direct heirs is much less than the tax on collaterals and strangers in
blood. In the case of the latter, the tax is four times the tax on direct
heirs.

Estate tax enacted to absorb the 80 per cent credit allowed by the
Federal law of 1926.

Connection with Federal taxr.—The inheritance and cstate taxes together
absorb the full 80 per cent credit allowed by the Federal law. It is
specifically provided that the estate tax shall become void and of no effect
in respect of the estate of any person who dies after the effective date of the
repeal of the Federal estate tax or the 80 per cent credit provision thereof.

WyomiNGg

Form of tax: Inheritance.—Inheritance tax levied on distributive share of
each beneficiary valued as of date of death.

Consanguinity—Recognized.

Ezxemption and rates:

Widow, husband, parent, child, brother, sister, etc., $10,000 exemption.
Rates, flat rate of 2 per cent on net share in excess of exemption.

Grandparent, grandchild, half-brother, half-sister, $5,000 exemption.
Rates, flat rate of 4 per cent on net shares in excess of the exemption.

All others, except charitable, religious, and educational organizations,
which are exemipt, no exemption. Rates, flat rate of 6 per cent on net
share.

Community property.—Not recognized.

Reciprocity—Yes. Does not tax intangibles of nonresidents if State of
residence exempts residents of Wyoming from such tax.

History.—First inheritance tax, 1903; new law, 1921; new law, 1923. Recip-
rocal amendment, 1929.

General statement.— Wyoming imposes an inheritance tax on the share of each
beneficiary at a flat rate. Direct heirs and brothers and sisters are taxed
at the same rate and grandparents and children at a higher rate than
parents and children. No estate tax is imposed.

Connection with Federal tax.—Wyoming has not enacted legislation to take
advantage of the credit allowed by the Federal law. The inheritance
tax rate is low and the tax does not absorb the Federal credit except in
case of the smaller estates.



1]“

FEDERAL AND STATE DEATH TAXES

234

0T ~"S]UAPISAINOU PUE SJUAPISAY |~~""ON | 000 000°'T | 21-¢ zI-¢ gI-¢ -1 " "S1[9Y [BIAIB[[0D PUB 1931I(] |~~~ """S)I9SMGOBSSBIA
‘0 e “TTON | eI IRl | ¢ 4 [ ©T7""" 7T U0 SII9Y [BIAIR[[0) [T puv[AiB)y
oq (T A[uo s)uapIsay |~ "TON | 000 ‘00T - S-¥ ¥ -1 R SR opi=c== STttt Julely
£'S9XB] [I8ap
19430 [[BJO [B]0] PUE 128 9g6[ 19pUN XB]
[BI3PA ] JO U0 19d (8 USIM 19 BOUIDPI(T | "SIUIPISOIUOT PUB SJUIPISOY [~~~S8X | 000 ‘02 01-¢ 1-¢ LS ez O e e S BT R SITIO0]
ot o pasodwl X831 918389 ON |"~""ON | 000°000°‘0T | 91-9 | 91-3 | 91-3 | 91-1 e STTopTUTTt[tttootoost - £yonjuey
-L1I9YUY SBSUR] PUB 108 ¢zl 19pun xe}
1819P9, JO 1) Jad (§ UIRMIDQ QUYL |~~~ """ "" "7 op~~""7|"77"ON | 000 ‘008 g1-¢ 61— HEI=t | G- | T ssaeRn P e SESUBY
‘o(f “"SUIPISEIUOU PUBSITAPISON [*~T"ON | 000 ‘008 SI-01 | SI-01 ! 01-¢ | %-T g g S S G
‘SoXE) yieap
191[10 [[® JO [810] PUE 0B 9Z61 IO PUL XB) :
[BIOPA] JO 1ud0 1ad (] U99M19( 20 UAILYICT A[uo $1uapisey 000 ‘008 ‘T | 02-2 05-L ¢1-g (1) G SR ettt ()1 Rl R BUBIPU]
op---- 000°00¢ | 080T |91-9 | ¥I-g |1~ [TT7T Tt SEUNROD N . ___siowit
~7° - pasodull Xe3 918)$9 ON |7 789, | 000 ‘008 02-¢ 0Z2-¢ S1-¢% 01-1T T TTSII9Y [B13)B[[02 pPUB 101I(] |” 011 (51 8] |
‘BI31090) Ul ojqere) Aj1adoid uo
108 961 JOpUN Xu) [BIIPA] JO Judd 1o o8 |77 ~T"TA[UO S;UIPISOY |TTTTON | 91BIR[ | & 0 z g 5T =~ £[UO SJUBPISAIUON] |===~===~=" -~ ~¢13109)
108 Z61 Jopun JIpPald [BiaPa] JO
JUNOWB 0] PAJIUIL] XB] J0q “1uad 19d 07 01 T |~ SIUBPISAIUOU PUT SJUIPISIY [~~""ON |~~~ """ "7l "7 -mrpmmm==== e - posodull X871 9QUBILIQYU} ON |~~~ 77""7770 BPLIO[ 4
...... pasodu] X8} YIBAP ON |"""TON[ |7777 7T oolemmmsmeslm e mmm e s s m s e ms s o e s 2 - s pasod Ul ABY UIBOP ON | BIQUIN[O) JO 1OLIISI(L
Clel —-="oN | 000'00z | 8¢ G- 63 0 S ittt (0] e A QIBME[I(]
oa TTTTON | 000 ‘002 8-S S-¢ ¢-¢ -1 TTTTTTTTTTTTTITTIETTTOPTTIT [T Na119UU0y
EEINHRIREEY
J9110 [[B JO [8I0} PUE JUB Ygh1 Jopun X8y
[BI9PA] JO 130 10 08 UBI MY BOUIYICY |~~~ Auo SjudpIssy |~~~ ON | 000 ‘00$ 91-L - 01-¢ §L-¢ |~ " G ODEE e opeIo[C)
'XB) 90UE)]
-I2UUI BIUIOJI[B)) PUE 1B OZRT JOPUTL XB]
[BIBPA JO 1090 19 (8 UBI.M 19 9OUIIIYI(] | SIUAPISVIUOT PUB SIUIPISAY [~~~Sa 4 | 000 ‘008 Tl Sl-F Z1-¢ OI-Ty |~~" " "ot [0} il e BIUIOJI[B)
................... “TTOPTTTTTITTTTON | 000 000 ‘T 0v-¥ 0¥+ 0Z2-¢ 01-T R L 51 043 B o
o pasodulr XB) 94819 ON |~ "S8.X | 000 ‘005% (] cl-¢ 0I-3 c-1 “TTSIOY [BIDIB[[0D PUB J02A( |~TTT T T TUOZIIY
‘96
AMUIAJI IBPUN XB] [BIIPI] JO 1D JAU (8 | SIUBPISSIUOU PUL SJUIPISOY |~ "TON [=77 "7 7| = -m-fmmrmmmooje e e e -pasodull XB1 90UB)LIOYUL ON |~ """ T BWBAB[Y
JUID 4] [JU2D 43T |1 da] |1 Jd [
S01u4 uIP[LY
urJa n s198 sjune | S19IsIs put
o, “Bupels 0u .ma.:n pue | puesia | asnods
(81859 j9u 07 pardde) xe1 Jo Sa)ey x21 Jo noyjgardd v ,M.mow ST 019 = isoroup) | -yjoag | 3urala xe} Jo monearddy
1M -ing
lead, | pusian -
_ 20, junoury —1U0 S8 JO QUINSYPY
SOXB] 91BIS] S9XB] 90UBIIAYU]

XVIL 40 SEILVY—T LUVd
(ce61 ‘I fipnp fo sv) sarv) yipap 2)p)S [0 SNIDS JUaSIL]

M LIGITHXH



235

APPENDIX

“1ued 19d § 09 1u9dd 1od z ‘puBqSOH ¢
*qudd 13d 9 09 9ued 1od 34T ‘puBqSOH

"ZEBT ‘LZ AN BATIIA10 X€) 918150 BUBISINOT ¢
Jue0 19d 34g 03 Juad 18d ¢'g Bocﬁw z
*que0 18d § 07 1ued 19d § ‘MOpIAY 1

*SAXB) Y38
19170 [[B JO [BJ0) PUB 10® 976 19pUN XB)
[BISPA] JO 119D 19d (8 UMD BOUIIITI(]

‘o1
o(l
‘S9XL] Yleap
19490 [[®B JO [B10) PUR J0® 9761 Iopun x8)
[BI9DA] JO 2Ud2 13d (g 1891)9Qq BIUIBTL(T
qued 13d ¢ 01 ¢

‘SOXu] Y1Bap
19710 1[B JO [8103 PUE J0% 9z 19pUN XB]
[819Pa,] JO 1U82 13d 08 U93.419( 8IUSIIPI(T

108 961 19PUN XB) [BIBPD,] JO 1UD
1od 08 UBY) SSO[ 70U XB) [B}0] 111q ‘IUID
18d 26'FT 01 P'T ‘XB} 91BIS [RUOI)IPDPY

9090 1od 1 XB) 9)B)SH

‘S9XB] [juap

J9([J0 [[® JO [B10] PUR 0% 9Z6] Iopun Xe)
[BI3PA,] JO 11192 1ad ()8 UdD.1Ja(q USITT (L
‘Ju99 1ad 01 03 T

S9XE) Yuap

19430 [[® JO [¥30] PUE 198 UZpT 19pUN XB]
[BIOPA JO Jud0 Jad 0§ UAIMIIY BOUBIBITI(]
“quad 1ad 2 03 1

‘XB) 9ouBjLIO UL

BUI[OIR) YIION PUR J0B 9761 J9pUn X8)
[B19Pa,J JO JU20 10d 08 WIAANDY BIUBIBTI(]

(198 Yz Iapun Sl [BIIPd
30 790 Jod (8 09 [Bnho) 1ued 18d 91 01 8°0

Ke|

‘o
'SANE] 1[ITAD
19430 [[€ JO [2]07 DUR 108 9761 J9pUn 1u}
[819p9 1 JO Ud0 18d (8 U90.119( 90UAIBPI(]
9661 JO 108
9NUAADI I8pUN XB) [BIOPAL JO Ju8d 19d 08
0q
o

....... posodunt XB) 8981S? ON

..... === A[UO SIuUdpISAY
....... pasodurl X8] 9)89S3 ON
~SJUdPISAILOU PUB ﬁnvm:mei

.............. A[uo sjuepIsey
~$]USPISAIUOU PUB SUIPISIY
,,,,,,, pesodurt X8} 938153 ON

..................... op-----
" SJU9PISBIUOU PUB STUIPISIY
....... posoduIl X8} 918789 ON

op~—~—"
....... posoduir Xu] 918159 ON
.............. A[UO SJUIPISAY
....... pesodruy xe] [38ap ON
.............. A[UO S1UBPIS]
~$1U9PISAIUOT PUB SJUIPISOY

ATUO SIUAPISAY

“~S)UQPISAIUOU PUE SIUIPISAY

..-...}..}......y op---+-
............. A[uo $1uapIsayy

--=-oN

----0N]
——-oN
=N

0N
--=-ON

—---oN

“=--0N]
TTUS0(
----0N
- 0N
2
----o0N
—--0N

—---oN

-~
N

----oN

“0181 JRLL

000 ‘00§
000 ‘00¢
000 008
000 ‘000 ‘T

000 ‘05

000 ‘000 ‘1T

000 ‘00¢
000 ‘001
000 ‘008

000 ‘000 ‘1

“91e1 I8
00006
000 ‘000 ‘01

‘ajel Je1g
000 ‘002 ‘e
‘93l 18]
000 ‘09
000 ‘001

000 ‘00%

000 ‘001
000 ‘C§2

0%-8
0I-6
9501
OB

01-¢
0%-9
yi-¢

8¢

01

66

91-9

08-9
0I-L
cl-¢
Hey

0%
01-¥
d
01-¢

€90

01
SI-1T
91-1

©77S119Y [BI91B[[0D PUEB J9II(]
~~posod il X&) 90UBILISYUI ON]

© TS19Y [RI9)B[[0D PUB JOAIL(]
,,,,,,,,, ATUO S119Y [BIB) ][O, )
.................. R

~~s110Y [BIOIB[[0D PUE 309I1(f
“pesodulf XB) 9IUBIIIOYUL ON

“~7S110Y [BI8JB[[09 PUE 031(]

~pesodut Y8y ouES:sz ON

AUO S119Y [BIAIE][0, )
...... pasodurt xe8) naawc ON

........... Bumos Ay

UISUOIST A
....... BIULAIIA 15044
......... U0JSUIYSE Ay
............. BIUISILA

............ JUOTLIB A

........... HEn|
.......... SBX9I,

........... CERETIEN )
BIONB(] INOS
...... BUI[0IB]) [JU0g

........ PUB[ST 9poyy
........ BIUBA[ASUUDJ

.......... u0Je10y
........... BUIOYB[YO

KoSIof MON

“="SI1[AY] [RIIB[[0D PUR 19011(]

“pesodull X8} 00UBILIBYUL ON

...... T Tiddississiy
“TTRj0SeUUIIN

............ RS

16

156838—33



DEATH TAXES

FEDERAL AND STATE

236

*SSAT 10 (000‘09T$ JO S9181SI Jo1 01 o{qeI[ddB 10N X8} 918B)SO [BUOI}PPY ‘ ‘ o ‘ |
el ww:zmo 10U S11}US |SUTRSB :oﬁzﬂanm 000°01$ T,S oa%amww 0001 000"t 000753 | 000°¢% 000 %6 BESIEISHOHH:
“SS9] 10 000‘001$ JO S918BIS? 30U 01 d[qedifdde jou X8 91BISH | 0 0 0 0 o |7 T TBIUBA[ASUUSJ
‘98]S9 19U oa1jUs jsutede mondwaxs 000‘0Ls | 0 000 ‘T 000 ‘T "Paxe} JON [ ‘PIXB} JON | "7 T nodaI0
00§ 005 000 ‘T 000 ‘0T 0006t Tttt BIIOYBIYO
*SSO[ 10 000 ‘001§ JO S9981S8 39U 09 B[BII[Ad B j0U XB) 8IBISH | O 0 009 00S ‘e 000¢ |ttt oo
9" a0 duIoNe o[qBUEA | 0 0 0 000 ‘g 00002 |70 “TTBIONE( qIION
*SSO 10 000°001$ JO S81BISA J0U 07 d[quaIdd®. jou X©) 18IS | 0 0 0 000 ‘g o00‘or Tt BUIOIBY) [IION
*poxe) jou ‘smon}duIaxa Suljanpep 19138 ‘ssa] 10 000°z$ JO S898)Se 10U ; ‘uo1jdurexs o[qreuBA |~" """ e e | e o e A R e = N0 X MIN
() () ) ® | ® | 0dIXITY MON.
0 0 0 000 ‘G ==mmm === K0sIdf MON
oa 0 0 0 ‘PIXEB]JON
*SS9J 10 000°001§ JO S9IBISA 19U 01 d[qEAldde jou X8 038ISH | 0 000 ‘G 000 ‘01 000 ‘01 00001 | "~ TBYSRIQON
*SS9[ 10 000'000°T$ JO S3JBIse 10U 03 drqearIdde jou XB) 918ISH | O 0 009 000 ‘7 00¢ LT | “TTTRUBIUOIY
*$S9[ 10 000°00[$ JO S938)S3 19U 07 9[qealdde jou xu3 918ISH | 0S¢ 009 000 ‘¢ 00002z |t TINOSSIT\
‘998159 19U 911U JSUIeFe WOIIAWdXd 00000TS |~~~ """ T Tt T s e s tddisstssIjA
‘o 001 0sz 000 ‘T 000 ‘01 (11010 1) S 8108dUUIY
oa 0 0 000 ‘G 000 ‘¢ 0000 | TTTTTTTTTT © T URSIYIIN
o 000 ‘T 000 ‘T 000 ‘T 000 ‘01 0o‘or | $119SNYIBSSBIA]
‘oq 0 0 0 ‘pax®BIJON | poxBjoN |- puersiejy
‘o 009 00§ 00§ 000 ‘01 00001 | ©TTTeulBy
w7 "SS9T 10 000‘001§ JO 918988 18U 09 orqedijdde jou xv) 91®ISH | 008 000 ‘T 000 ‘T 000 ‘c 000‘c |~ RUBISINO"[
009 000 ‘G 000 ‘2 000 ‘g 000'0z | Lyonjuayy
oq 0 0 000 ‘¢ 000 ‘ST L SESUBY
‘oq 0 0 0 000 ST 000'0p ¢ |""TTC .0 §
‘'o@ oot  |oor  |[oog  |ooo‘?T  |ooo‘st |00 <11 (50004 §
................ stouli1
................. oyep]
SS9 10 000‘00T$ JO S8981sd 19U 09 o[gedrdde jouxeyeeysar (0 (ot |or  |or  |o: = |- - ~gr3109¥)
“A[wo STUBPISOL 07 PIMO][E *978]Se Jou eanjue Jsuiede uonduwexei000i00Is (== T e e BPUOL{
“relqunio) jo LIS
‘o@ o  |ooo‘t |ooo‘t Jooo'es  |ooo‘0z |t IBMB[I(T
*SS9[ 10 000‘001$ JO S99'IS? 19U 09 opqeaiidde jou X8y 9®IsH | 00¢ | 00¢  |ooo‘e  {ooo‘or  |ooo‘or |t INI1JUUO0,)
*SS9[ 10 000°000°T$ JO S99®)se 10u 0) s[qediidde jouxeio®ysyy [0 (o |o000% |ooo‘or  |oop‘oz  |Toco- OpRI00,)
‘o |oo¢  {ooo‘t {ooo‘c looo‘ot  |ooo‘os  |TotToTTC BITLIOJTB,)
“STeTSESUBNIY
........ BUOZLIY
SSe[II0/000{00 LS 10 Sojusa jon 6 et Baddegou By eje|sy [~ teseenim s ertins e e e e e e e RIUBQB[V
une 19181 10 (3npe)
WRUBNS | 15’500 | Tyjore PO ASOPEAY
S9XB) 91B)S8 IOPU[) 8)8)8

SOX®) 9oUB)LIOYUI JOPU ()

SNOILAINEXH—'II LYVd

onuuoN—I (zg6I ‘I A, fo sp) saxp} ywap 2)p1§ fo SN DS 1ISI,
% HAe/9) & L YJmap S d



237

APPENDIX

"9sBY 083 Ul 065$ 03 dn ‘s131s1S puB 197301 9S8O 7281 Ul ‘000°‘c§ 01 dn ‘onsst [Baull 18130 pus ‘0p0‘cs 03 dn ‘pryd Iourm {pp0‘01$ 01 dn jdurexs mopra o) 3urssed A)1adoad ¢
*9S8) YOBa UI 000‘G$ 07 dn S191SIS PUB SIAYJ0IG PUB UIP[IYD 07 ‘000°0z$ 01 du jduroxs mopra 07 Surssed £119d01J
SI9YJ0 UIB)I90 PUB ‘SIOFUBILS ‘S)UNB PUB Sa[oun 07 Sassvd
11 919UA 009$ PUB ‘SIOYI0 UIBIIID PUB ‘SI9YSIS PUB SIYJ0IY *UIIP[IYD ‘MOPIM 9Y] 0] Sossed J1 UM 9)BISI JIU 213U A} JsuUBdB uonduIdaxa 001§ B SI 91913 OJIXJA MON U] ¢
"ZE6T ‘LT A[uf JO SB ©AI7091J9 XB) ©18)S9 BUBISINO'] vy

‘pamofre st uorndudxs ajeuoiprodord 8 ‘sdnoid gjoq 09 sessed 938)Sd 8] dIOY A\

*SJUSI [BILIBW STIJ ¢

*A[uo sjuapisaIuou 0 saifdde xv3 20uB Iy Ul B131095) |

*SS9[ 10 000‘001$ JO S318ISa 10U 03 d[qeodde jJ0u x8) 9)BISH

‘o
o

*SSO[ 20 000°001$ JO Sojese Jou 03 aqeardde jou xB8) 2381SH

*91B1S9 19U 211U JSurede uorduaxa go0‘01$

*$891 10 00000 [ JO S91€1S0 301 03 9[qear dde 10U L8] 91BISH

000 ‘01
00¢

0
000 ‘¢
000 ‘%

000 ‘01
000 ‘1
009
00S

000 ‘0T

000 ‘5%
000 ‘01
000 ‘01
000 '

000 ‘01

000 ‘62
000 ‘01
000 ‘01

000 ‘01

Fururof \\
UISU0ISI A\
“BIUIITA 789 A\
........ "TTUOIBUIUSB AL
BIUI3AL\

09SSaUUA,J,
“"B104B( YIUO0S
TToTTTTRUI[OIBY YIUOS




238

FEDERAL AND STATE DEATH TAXES

EXHIBIT M

State death tax receipts

State 1924 1925 1926 1927 1928 1929 1930
Alabama._. (2
Arizona.. $40, 742 $130,673 , O $140, 394 $126,975 $30,
Arkansas.. 310,461 324, 669 342,199 149, 988 350,873 312,217
California . 6,463,326 | 6,423,141 7,420,167 | 8,460,954 | 10,967,705 | 13, 180, 226 11, 647 011
Colorado. .. 884,161 911,211 876, 009 674, 685 869, 408 919, 984 0 379
Connecticut - 1,960,628 | 2,872,813 s 506 930 | 2,601,558 | 3,010,653 | 3,578,648 3,606, 616
Delaware__ 86, 155 &6, 033 140, 785 190, 575 621,706 | 2,576,275 1,852,975
Florida._ () ] (] FONS RS SR NPRORCO BN e
Georgia.. 338, 259 333, 100 160, 771 193, 599 602, 762 696, 991 359,478
Idaho. 15, 037 15,292 22, 229 12, 702 30, 938 31,202 35, 530
Illinois 5,255,034 | 5,085,951 6,967,083 | 5,617,288 | 9,256,532 | 9,820,879 16, 091, 509
Indiana. 889, 829 1,127,230 1, 043, 469 1,312,214 1, 278,486 1,213, 050 !,450, 555
Towa.... 1, 006, 510 1,076, 294 1, 233, 889 1,116,477 1,091, 024 1, 105, 383 1,233,657
Kansas_. 373,898 576, 028 480, 963 875,923 457, 459 595,631 634, 224
Kentucky. 3393, 000 387, 503 689. 549 667, 394 734,311 | 1,011,143 1,024,438
Louisiana.. 804, 039 445,403 576, 631 599, 294 658, 206 698, 232 688, 706
Maine_.__- 552, 105 1,372,656 687, 898 799, 556 1,693, 270 922, 034 1,010, 179
Maryland. .- 755,127 934, 878 902, 547 800, 528 947, 048 882, 276 1,415,594
Massachusetts. 6, 489, 174 5,920,307 | 6,511,303 | 10,751,893 | 10,336,739 | 12,082,312 14, 337, 188
Michigan - 3,813,187 | 2,608,631 | 2,338,930 | 2,031,090 [ 2,553,871 3, 324, 566 5, 420 201
Minnesota. 902, 854 1,116, 196 1,022, 112 1,278,414 1, 389, 581
Maississippi 279,941 237,121 218, 262 168, 709 133, 867
Missouri. - 1,193, 722 1, 165, 500 1,901, 306 1,960, 553 | 3, 056, 262
Montana. - 165, 845 193, R92 1, 029, 070 535, 951 654,370
Nebraska.. 181, 880 3300, 000 3249, 000 3 318, 000 3350, 000
Nevada_ ____ 5, 308 )
New Jlampih i, 361, 213 4, 0,
New Jersey. . 7,010, 026 7, 536, 279 15, 766, 175
New Mexico-. .- 17, 383 36, 811 , 621
New York__._.__. 19, 439, 902 47,221,127 | 50, 487, 214
North Carolina.__ 511, 125 922, 172 1, 195, 528
North Dakota.___ 73,478 36, 369 31, 062
Ohio. - ________.__| 3,352,068 2, 969, 498 2, 999, 065
Oklahoma. - 161, 517 413, 988 187, 162
Oregon.______ 2 414,973 : 544, 454 1, 230, 038
Pennsylvania_..__| 12,437,894 | 12, 757, 413 14,070, 597 | 17, 429 642 | 17,160,872 | 17, 526,066 | 26,844,095
Rhode 1sland_____ 363, 993 428, 469 412,107 600, 535 688,365 | 4,661,412 6, 155, 263
South Carslina.._ 3, 880 463, 832 257, 199 356, 368 146, 192 355, 030 260, 141
South Dakota. 198, 975 3 200, 000 3200, 000 3200, 000 3200, 000 192, 948 192, 529
Tennessee- 509, 592 299, 705 624, 453 516, 047 425,375 534, 217 340, 657
Texas. - - 145, 215 587, 546 1,013, 645 1, 394, 891 978, 937 1, 247, 093 782, 068
Utah.__ 339, 151 338, 297 337, 464 301, 868 301, 868 268, 918 381,354
Vermont - 196, 335 3200, 000 3200, 000 315, 565 3 350, 000 501, 649 507, 465
Virginia. . ___ 628, 538 620, 282 769, 874 841 732 768,932 923, 589 1,096, 337
‘Washington______ 664, 383 443, 399 533, 065 662, 797 697, 856 679, 606 543, 223
West Virginia____ 765, 144 876, 655 802, 732 1,027, 734 667, 457 1,277, 602 750, 769
ASiiSconsinsios S o 2,902,203 | 3,016,123 2,035, 213 2, 928,336 | 3,404,151 2,721, 720 2,461, 673
SWiroming- -2 .22 61, 881 44, 881 45, 818 22, 758 139, 519 02,355 67, 530:

Total=Ssrers 83,697,091 | 91,171,041 | 96,052, 403 (112, 190, 562 |132, 599, 274 (148, 591, 827 | 180, 794, 241

1 Figures for 1924-1928, inclusive, prepared by Joint Committee on Internal Revenue Taxation, Fig-
ures for 1929 and 1930 from Financial Statistics of States (Bureau of the Census).

2 No tax until 1931.

3 Denotes estimated receipts.

+ Nebraska collections are by counties, no State report being made.

5 Tax repealed.
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nontaxable where there is a widow.

APPENDIX

EXHIBIT N
TOTAL TAXES, BY STATES, ON CERTAIN ESTATES

NoteE.—(1) Inallestates except in community property States, distribution to widow and four children
is assunied to be 40 per cent to widow and 15 per cent to each child. Children are assumed to be minors.
(2) In community property States, one-half the net estate is assumed to be community property and

239

The distribution in the case of a widow and four children is 50 per cent
(all the community property) to the widow and 121 per cent to each minor child.

(1) Total tax on $50,000 net estate (as of July 1, 1932)

Distribution to bene- Distribution to bene-
ficiaries ficiaries

State All to All State All to All

widow | All to widow | All to
and 4 to stranger and 4 to [stranger

chil- | widow in chil- [ widow in

dren blood dren blood
Alabama.........  ______ 0 0 0| Nevada'..._.__.._....._. 0 0 0
Arizona 1. B $170 $150 | $3,745 || New Hampshire. 0 0| $2, 500
Arkansas. 470 | 1,360 6,050 || New Jersey. .. $250 $450 4, 000
California ! 0 0 3,725 || New Mexico L. 150 150 3, 960
Colorado.__ 0 600 6,025 || New York..__ 80 240 400
Connecticut. 650 650 2,725 || North ('arolina. 200 550 4,650
Delaware.... ._. 150 300 2,750 || North Dakota 100 325 625
Florida-- 0 0 0 10-ceee 250 700 3,750
Georgia 0 0 0 || Oklahoma. 50 600 3,220
Idaho 1. 0 150 3,700 || Oregon. ... 525 526 8,625
Illineis_ 0 600 5,588 || Pennsylvania. 1,000 | 1,000 5, 000
Indiana 150 600 3,493 || Rhode Island_ 400 525 2, 850
Towa._._ 0 100 5,000 || South Carolina. 100 600 2,784
Kansas 1] 0 3,125 || South Dakota. 150 750 4, 245
Kentucky 0 550 3,470 || Tennessee__- 526 525 2, 450
Louisiana ! 100 450 4,725 || Texas ! ___ 0 0 2,475
Maine. .. 100 400 400 | Utab______ 1,700 | 1,700 1, 700
Maryland. 0 0 2,500 || Vermont. . 100 650 2, 500
Massachusetts 200 750 3,150 || Virginia.____ 100 400 2, 950
Michigan .. 100 200 2,500 || Washington !. 50 150 5,000
Minnesota 100 850 4,745 % "irgini 0 500 4, 500
Mississippi 0 0 0 540 | 1,200 5,992
Missouri- 100 400 4,500 200 800 3, 000
Montana 245 575 3,000

Nebraska. . 100 400 4, 300 Average 48 States?.. 190 446 3,259

1 Denotes community
2 There is no Federa

f

roperty State.

tax on a net estate of $50,000 or less.
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(2) Total tax on $200,000 net estate (as of July 1, 1932)
Distribution to beneficiaries
State All tocgilltét;\évnand - All to widow All to stranger in blood
State |Federal| Total | State |[Federal| Total | State |Federal] Total
tax tax tax tax tax tax tax tax tax

Alabama__...____._____.... $1, 200 | $8,300 | $9,500 | $1,200 | $8,300 | $9, 500 | $1, 200 | §8, 300 $9, 500
Arizona \.___.______________ 920 | 1,500 y 4 , 15 5 , 650 | 31,245 , 300 39, 545
Arkansas.______.____________ 5,520 | 8,300 | 13,820 | 10,930 { 8,300 | 19,230 | 44,840 | &, 300 53,140
California ' ________________ 40 | 1,500 | 1,540 | 2,000 1,500 [ 3,500 | 21,725 { 8,300 30, 025
Colorado. - 3,000 [ 8,300} 11,300 { 9,000 | 8,300 | 17,300 { 27,025 | &, 300 35, 325
4,650 | 8,300 | 12,950 | 4,650 [ 8,300 | 12,950 | 12,725 | 8, 300 21,025
1,980 | 8300 | 10,280 { 4,300 | &,300 | 12,600 | 12,750 | 8,300 21, 050
1,200 | 8300 9,500 | 1,200 | 8300 | 9,500 | 1,200 | 8,300 , 500
____________ 1,200 } 8,300 | 9,500 | 1,200 8,300 ( 9,500 | 1,200 | 8§, 300 9, 500
............ 600 | 1,500 | 2,100 | 1,950 | 1,500 | 3,450 | 31,150 | 8, 300 39, 450
____________ 2,192 | 8,300 | 10,492 | 6,782 { 8,300 | 15,082 | 35,576 | 8,300 43, 876
Indiana.....________________ 2,700 | 8,300 | 11,000 | 5,100 | 8,300 | 13,400 | 16,993 | &, 300 25, 293
Towa - L& .- 1,650 | 8,300 | 9,950 | 6,250 | & 300 | 14,550 | 22,000 | &, 300 30, 300
Kansas_._—_.__ I5iL 625 | 8,875 | 9,500 ( 1,625 | 8,300 | 9,925 | 20,625 | 8,300 28, 925
Kentucky--....___~________ 2,445 | 8,300 | 10,745 | 6,038 | 8 300 | 14,338 | 20,434 | 8,300 28, 734
Louisiana ... ______________ 1,800 | 1,500 | 3,300 | 2,700 | 1,500 , 200 | 19,725 | 8,300 28, 025
Maine ___.___ ... 1,846 | 8,300 | 10,146 | 3,794 | 8,300 | 12,094 | 13,944 | 8, 300 22,244
Maryland. ..o ,200 | 8,300 | 9,500 | 1,200 | 8,300 | 9,500 | 9,985 | 8,300 18, 285
Massachusetts...._.._______ 3,341 | 8,300 | 11,641 | 6,738 { 8,300 | 15,038 | 15,126 { 8 300 23, 426
Michigan... 8,300 | 10,100 | 3,200 | 8,300 | 11,500 | 17,500 | 8, 300 25, 800
Minnesota 8,300 | 11,450 | 6,350 | 8,300 | 14,650 | 32,245 | 8§, 300 40, 545
Mississippi. 8,300 { 9,500 | 1,200 | 8,300 | 9,500 | 1,200 [ 8, 300 9, 500
Missouri-- 8,300 | 10,693 | 5,788 | 8,300 | 14,088 | 32,940 [ 8,300 41, 240
Montana.. 8,300 | 11,095 | 6,075 | 8,300 | 14,375 | 25,000 [ 8,300 33, 300
Nebraska. 8,300 [ 9,797 1,897 | 8,300 | 10,197 | 22,297 [ 8,300 30, 597
1, 500 1, 500 0 1, 500 1, 500 0| 9,500 9, 500
8,300 | 9,500 [ 1,200 | 8,300 [ 9,500 | 10,000 | 8, 300 18, 300
8,300 | 10,350 [ 4,950 | 8,300 | 13,250 4 8, 300 24, 300
1, 500 400 900 1,500 | 2,400 | 15,936 ( 8,300 24,236
8,300 | 9,980 | 1,-840 | 8,300 | 10,140 , 000 | 8,300 10, 300
North Carolina._______._____ 8,300 | 10,650 | 5,850 | 8,300 | 14,150 | 23,150 | 8,300 31, 450
North Dakota.._......._... 8,300 | 11,425 | 3,625 | 8,300 | 11,925 | 4,125 | 8, 300 12, 425
Ohio_._._.__ 8,300 | 10,794 | 4,451 | 8,300 | 12,751 | 16,729 | §, 300 25 029
Oklahoma 8,300 | 10,793 { 6,083 | 8,300 | 14,388 | 17,190 | 8, 300 25, 490
Oregon 8,300 [ 12,825 | 4,525 | 8,300 | 12,825 | 50,050 | 8, 300 58, 350
Pennsylvania . ,000 | 8,300 | 12,300 | 4,000 | 8,300 | 12,300 | 20,000 | 8,300 28, 300
Rhode Island - 2,425 | 8,300 | 10,725 | 3,525 | 8,300 | 11,825 [ 13,350 | 8, 300 21,650
South Carolina._ 2,291 | 8,300 | 10,591 | 6,585 | 8,300 | 14,885 | 17,678 | 8,300 25,978
South Dakota..__ 3,050 | 8,300 | 11,350 | 6,250 ( S,300 | 14,550 | 31,745 | 8, 300 40, 045
Tennessee.- - - 4,525 | 8,300 | 12,825 | 4,525 ( 8,300 | 12,825 | 12,950 | 8, 300 21, 250
Mexas 1. .. .. SoSael 1,500 | 1,500 [ 1,250 | 1,500 | 2,750 | 9,960 | 8,300 18, 260
Utah__ . ________ 9,200 | 8,300 { 17,500 | 9,200 | 8,300 | 17,500 | 9,200 | 8, 300 17, 500
Vermont.._.____________ 2,842 | 8,300 | 11,142 | 6,638 | 8,300 | 14,938 | 9,985 | 8,300 18, 285
Virginia. _ 1,800 | 8,300 | 10,100 | 4,400 [ 8,300 | 12,700 | 19,414 | 8,300 27,714
Washingtonl. “o_ = oo 0 800 | 1,500 | 2,300 | 1,300 { 1,500 800 | 28,500 | 8, 300 36, 800
West Virginia. . 3,200 | 8,300 | 11,500 | 8,000 | 8,300 | 16,300 | 18,750 | 8,300 27,050
Wisconsin____ .| 5,640 | 8,300 [ 13,940 | 12,200 | 8,300 | 20, 30,000 | 8,300 38, 300
Wyoming. ... 2,994 { 8,300 | 11,294 | 3,725 | 8,300 | 12,025 | 11,982 | 8, 300 20, 282
AverageS. TIRTREe 2,38 | 7,178 | 9,564 | 4,341 7,166 | 11,507 | 18,320 | 8,325 26, 645

1 Denotes cornmunity property State.
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(3) Total tax on $1,000,000 net estate (as of July 1, 1932)
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Distribution to beneficiaries

All to widow and 4 chil-

All to widow

All to stranger in blood

State dren
State | Federal | Total State | Federal | Total State | Federal { Total

tax tax tax tax tax tax tax tax tax
Alabama... ... $33,200| $84,300| $117,500| $33,200{ $84,300| $117,500| $33,200( $84,300| $117, 500
Arizona 1. 12,920{ 32, 500f 45,420 18,150] 32,500| 50, 650[ 216,245 84,300 300, 545
Arkansas. . 56, 590[ 84,300 140, 890 b9, 750| 84,300| 174,050 360,600{ 84,300 444,900
California ! 17,040 32,500, 49,540 31,000 32,500, 63,500 117,725 84,300] 202,025
48,200/ 84,3001 132,500, 69,000{ 84,300{ 153,300/ 149,025/ 84,300 233,325
Connecticut 36,650] 84,300 120,950/ 36,650] 84,300] 120,950{ 76,725{ 84,300 161,025
elaw: 33,2001 84,300 117,500 36,300{ 84,300[ 120,600 76,750 84,300 161,050
Florida. - 33,200] 84,300] 117,500( 33,200 84,300 117,500( 33, 200| 84 300/ 117, 500
Georgia 33,200{ 84,300 117,500 33,200 §4,300f 117,500 33, 200 S-l, 300 117, 500
Idaho ! 12,000] 32, 500 44, 5001  27,550{ 32,500{ 60,050 191,050f 84,300 275, 450
Illinois 40,269 84, 300) 124,569] 102,038 84,300 186,335 270,080 84,300| 354,380
Indian 33,200( 84,300 117, 500, , 100[ 84,300 136,400 127,993) 84, 300| 212, 293
JTowa._ 40,050[ 84,300 124,350, 68,450( 84,300] 152,750( 142,000 84,300 226, 300
Kansas._ 20,225 97,275 117, 500 19, 750 97, 750| 117,500 133,125 84,300{ 217,425
Kentucky 31,719) 85,781 117,500, 52,469 84,300 136,769 140,142 84, 300 224,442
Louisiana ! 13,800( 32,500{ 46,300( 14,700 32,500{ 47,200] 99,725 84,300 184,025
Maine._.___ 33,2000 84,300, 117,500 33,200( 84,300 117,500 68,719] 84,300[ 153,019
Maryland.__.. 33,200| 84,300 117,500| 33,200, 84,300| 117,500| 49,585 84,300 133,885
Massachusetts. 34,885 84,300 119,185 49,502| 84,300/ 133,802 90,136 84,300/ 174,486
Michigan...... 33,200| 84,300, 117,500{ 49,200 84,300 133,500/ 122,500/ 84,300 206,800
Minnesota... 33,200] 84,300 117,500/ 38,350, 84,300 122,650 192,245 84,300/ 276,545
Mississippi 33,200 84,300 117,500/ 33,200, 84,300{ 117,500/ 33,200 84,300/ 117,500
Missouri. 33,200 84,300{ 117,500 51,151 84,300| 135,451 260,510/ 84,300 344,810
Montana 30,995 86,505 117,500 38,075 84,300{ 122,375 153,000/ 84,300 237,300
33,200, 84,300 117,500/ 33,200 84,300( 117,500{ 117,184| 84,300 201,484
0| 42,500{ 42,500 0| 42,500( 42,500 0| 117,500 117,500
33,200{ 84,300 117,500, 33,200/ 84,300/ 117,500 50,000( 84,300| 134,300
27,750 89,750| 117,500/ 60,950/ 84,300| 145,250 82,000 84,300| 166,300
4,823| 37,677 42,500 4,823 37,677 42,500] 49,560 84,300 133,860
33,680| 84,300{ 117,980; 33,840 ,300f 118,140| 34,000{ 84,300 118,300
33,200 84,300 117,500, 50,650{ 84,300( 134,950 152,150| 84,300 236,450
33,125 84,375| 117,500{ 34,125 84,300| 118,425 35,125/ 84,300 119,425
33,200, 84,300 117,500  36,368| 84,300 120 668 95,920| 84,300 180,220
30,250 87,250/ 117,500 40,835 84,300( 125,135  96,390| 84,500 180, 690
Oregon_.___. 52,525! 84,300 136,825 52,525| 84,300 136,825 296,050, 84,300| 380,350
Pennsylvania.. 33,200{ 84,300 117,500{ 33,200| 84,300 117,500/ 100,000{ 84,300| 184,300
Rhode Island.. 33,200] 84,300 117,500( 33,200 84, 300{ 117,500{ 76,850 84,300 161,150
South Carolina .. 33,912] 84,300/ 118,212] 53,002| 84,300 137, 302 128,010| 84,300 212,310
South Dakota. 31,250| 86,250 117,500| 38,250| 84,300 122,550| 191,745 84,300| 276,045
Tennessee. .- 38,525 84,300 122,825 38,525 84,300 122,825 92,450 84,300[ 176,750
Texas ... 2,000 40,500 42,500 16, 250 32, 500( 48,750 131,375 84,300| 215,675
Utah.. 49,200| 84,300 133,500 49,200| 84,300/ 133,500| 49,200/ 84,300| 123,500
Vermont 34,3850 84,300 118,685 45,735 84,300, 130,035/ 49,585! 84,300| 123,885
Virgima. ... 33,200; 84,300 117,500 33,400 34 300 117,700/ 130,450 84,300| 214,750
Washington 1__ 27,900f 32,500 60,400 19, 500! 32, 500 52,000{ 228,500, 84,300 312,800
West Virginia. 40,800( 84,300[ 125,100f 73,000{ 84,300, 157,300, 97,250| 84,300{ 181,550
Wisconsin. .- 62,040] 84,300, 146,340] 86,200/ 84,300, 170,500 150,000 , 300 234, 300
Wyoming__________ 18, 627 9‘( 873 117,500 19,412 98,088 117,500, 59,502| 84,300, 143,802
Average. - 31, 746| 75,351 107,097) 40,891 76,550 117,441 118,001] 84,992 202,993

1 Denotes communily-property State.
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Summary of revenue receipts from taxes '—Continued

EXHIBIT P

Summary of revenue receipts from taxes !

1927
Source Federal ? State Cltx?:eg’&f)gver Alh?gfif)g;"l Grand total

@eneral property taxes- —__ Ul o - $370, 435, 000/$1, 888, 705, 000 $2,350, 000, 000,34, 639, 140, 000
Income tax- - o oo $2, 219, 952, 000 54,959,000 - - _[ o _—I-_TECEES 2, 274, 911, 000
Death taxes_ - _________ A 100, 340, 000{ 112, 191, 000- - 212, 531, 000
Bank or corporation tax._ .. ___|-.____________ 75, 649, 000 . 75, 649, 000
All other special taxes.......... 545, 391, 000 65, 387, 000| 64, 457, 000 370, 000, 00(]| 745, 235, 000
Subtotal, special taxes..._| 2, 865, 683,000{ 308, 186, 000 64, 457, 000, 70, 000, 000l 3, 308, 326, 000
Poll taxess o 2 e o 3, 426, 000 5, 238, 000 3 6, 000, 000! 14, 664, 000
Licenses 679, 324, 000] 88, 941, 000 3 80,000, 000] 848, 265, 000
Grand total..____________ 2, 865, 683, 000 1, 361, 371, 000 2, 047, 341,000, 2, 536, 000, 000| 8, 810, 395, 000.

1922

General property taxes....._._.

$348, 291, 000

$1, 337, 784, 000

$1, 817, 650, 000/$3, 503, 725, 000

Income tax._ . ._.... $2, 086, 918, 000) 29, 230,000( -~ - - - e foe e maeaee 2, 116, 248, 000
Death taxes. .- ... 5 139, 419, 000| 70, 503, 000; 209, 922, 000
Bankjor corporation iaxasoeomu| SUSSInSEEE Lo 63, 832, 000|.- - 63, 832, 000
All other special taxes.......... 971, 114, 000 36, 874, 000 41, 091, 000 3 45, 000, 000| 1, 094, 079, 000

Subtotal, special taxes..__| 3,197, 451,000] 200, 539, 000 41, 091, 000| 45, 000, 000, 3, 484, 081, 000
PO TS, e | e 8, 323, 000, 4, 156, 000 3 5, 000, 000 17, 479, 000.
Licenses  —ooo e eeecem e 305, 367, 000 58, 077, 000 3 50, 000, 000] 413, 444, 000.

Grand total ______________ 3, 197,451,000, 862,520,000 1,441,108, 000; 1,917, 650, 000| 7, 418, 729, 0C0;

1915

General property taxes- - oo -.|ooooo_____ $185, 876,000] $570, 831, 000| 3 $993, 293, 000/*$1,750,000, 000
Income tax-._.._ $80, 202, 000| 446, 000 80, 648, 000
Death taxes... N | e 23, 784, 000 28, 784, 000
Bank or corporation tax. | (R 33, 108, 000 33, 108, 000
All other special taxes._.._...... 335, 479, 000 20, 979, 000 12, 598, 000 315,000,000 384, 056, 000

Subtotal, special taxes..__| 415, 681, 000 83, 317, 000 12, 598, 000 15,000, 000 526, 596, 000.
Pollitaxesic (5o - - SURITIERNIS—_— 05 10T . 3, 198, 000| 1, 792, 000 3 2, 500, 000 7,490, 000
B 7)o T R (I 93, 152, 000 56, 751, 000| 345,000, 000{ 194, 903, 000

Granditofa] SN 415,681,000] 365, 543,000] 641,972, 000! 1,055, 793, 000 2, 478, 989, 000

! Does not include revenue from custorns, interest, escheats, earnings of departments, etc. Figures from
Department of Comimerce, except inheritance taxes, which are result of special investigation and are

slightly higher than department
2 Fiscal year.

figures.

3 Estimated by Joint Committee on Internal Revenue Taxation.



APPENDIX 249
EXHIBIT Q
Relation between death taxes and total taxes, Federal, State, and aggregate in United
States
Federal Federal State rev- Estimated
Year revenue revenue Per Eg%?égg; enue from | Per total tax dTe%ttali Per
from from death | cent aeh death cent [ in United t: cent
taxes 1 taxes : taxes 3 States 4 axes
1915__| $415, 681, 000, 0 0| $365, 543, 000| $28, 784,000 7.9($2, 478, 089, 000 $28, 784,000/ 1.2
1916 512, 723, 000 0 0| 363,969,000) 30,748,000f 8.4 _ - N | B
1917__ 809, 394, 000| $6,077,000] 0.8 409,865,000 40,038,000 9.8
1918__| 3, 698, 956, 000| 47, 453, 000 1.3| 459,774,000{ 41,432,000 9.0
1919_ | 3, 850, 150, 000| 82,030,000] 2.1| 527,819,000/ 47,889,000 9.0
1920. _| 5, 407, 580, 000( 103, 636, 000| 1. 915 700, 000, 000 64,647,000 9.2|
1921__| 4, 595, 000, 000| 154,043,000 3.4; 8 730, 000, 000| 65,703,000 9.0
1922_ | 3, 197, 451, 000| 139, 419,000{ 4.4| 858,063,000 70,503,000 8.2
1923__| 2, 621, 745,000| 126,705,000, 4.8/ 916, 692,000| 75,193,000 8.2
1924 _| 2, 796, 179, 000| 102, 967,000 3. 71,017,370, 000| 83,697,000 8.2
1925__| 2, 584, 140, 000( 101,422,000 3.9(1, 107, 370, 000| 91,171,000{ S.2|.
1926. .| 2, 836, 000, 000[ 116,041,000 4.1|1, 264, 285, 000] 96,052,000 7.6 . el
1927__] 2, 865, 683, 000| 100, 340,000 3. 5|1, 355, 127, 000{ 112,191,000 8.3 212, 531, 000
1928__| 2, 790, 536, 000 60, 087,000 2.2(1, 507, 219, 000{ 132, 599, 000} 8.8 oo | e
1929_ .1 2, 939, 054, 000{ 61,897,000{ 2.1(1,611,961,000| 148, 592,000, 9.2
1930-_| 3, 040, 145,000 64,770,000 2.1|1, 780, 340, 000| 180, 794, 000| 10. 1
1931__| 2,428, 228,000 48, 078, 000 e IS e R
.

1 Fiscal year.

2 Furnished by Division of Statistics of States and Cities, Department of Commerce.
3 From Exhibit M, prepared by Joint Committee on Internal Revenue Taxation and from Report of

National Committee on Inheritance Taxation (Nov, 10, 1925).
¢ From “Summary of Revenue from Taxes,” Exhibit P.

8 Estimated by Joint Committee on Internal Revenue Taxation.

EXHIBIT R

Comparison of taxes, United States and United Kingdom

United States

United Kingdom !

Fiscal year s

4 Total Federal gg’?t%r?ilei?g Per | All inland rev- Deathits el paen

aud State taxes | ° %, cent | enue taxes 2% 1 cent
HOLG T ain $1, 219, 259,000 | $46,115,000 | 3.8 | $1,946, 575, 009 | $155, 960, 000 8.0
1917-18. 4, 158, 730, 000 88,885,000 | 2.1 | 2,524,080,000 | 158,675, 000 6.3
1918-19. 4,377,969,000 | 129,919,000 | 2.9 | 3,118,370,000 | 154,000, 000 4.9
1919-20_ 6,107, 580, 000 | 168,283,000 | 2.8 [ 3,587,755, 000 [ 213,800,000 5.9
1920-21. 5, 325,000,000 | 219,716,000 | 4.1 | 3,455,770,000 | 235,905, 000 6.8
1921-22__ 4,055,514, 000 | 209,922,000 | 5.2 | 2,593,645, 000 [ 262,605,000 | 10.1
1922-23. 3, 538,437,000 | 201,898,000 [ 5.7 [ 2,397,520,000 { 282,475, 000 11.8
1923-24 .. 3,813, 639,000 | 186,664,000 | 4.9 | 2,183,585,000 | 287,785,000 | 13.2
1924-25. 3,691, 510,000 | 192,593,000 | 5.2 | 2,211,750,000 | 294,585, 000 | 13.3
1925-26.. 4,100, 285,000 | 212,093,000 | 5.2 | 2,137, 040,000 { 306,650,000 | 14.3
1926-27._ 4,220, 810,000 | 212,531,000 | 5.0 { 1,990,240,000} 337,160,000 | 16.9
1927-28.. 4,297,755,000 | 192,686,000 | 4.5 | 2,099,6331,000 | 384,923,000 | 18.3
1928-29__ 4, 551,015,000 | 210,489,000 | 4.6 | 2,037,444,000 | 404,673,000 | 19.8
1929-30-- 4, 820, 484, 000 | 245, 564,000 | 5.0 | 2,011,011,000 | 395,529,000 | 19.6
TR e e S ) R [T Or S SRR S5 R 2, 150, 192,000 | 415,464,000 [ 19.3

1 For comparative purposes 1 English pound has been computed as equal to 5 dollars.
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EXHIBIT S

Summary of Federal estate tax returns

FEDERAL TAXES PAID (BEFORE CREDIT)

Period 1,000, $1,000,000 to Over
£z 0to §1,000,000| %470 660,000 | $10,000,000 Total
Sept. 9, 1916-Jan. 15,1922____________________ $106, 369, 612 | $151, 662, 563 $93, 106, 148 | $351, 138, 323
Jan. 16, 1922-Dec. 31, 1922_ 22,922, 040 51, 963, 871 40,953,043 | 115,838, 953
Calendar year:
1923 et 22,182,473 40, 556, 314 5,321,479 68, 090, 266
1924 ... o 21, 967, 309 31, 147, 390 12, 785, 351 65, 900, 050
1925 ... 28, 334, 612 42, 866, 105 25, 729, 434 96, 930, 151
1926 .. 28, 228, 488 54, 551, 555 55,276,499 | 138, 056, 542
1927000 26, 665, 590 56, 696, 341 17,169,745 | 100, 531, 676
1928 25, 967, 588 64, 559, 875 44,486,096 | 135, 013, 559
Total 1916-1928_ . - oo oo 282,637,712 | 494,034,013 | 294,827,795 | 1,071, 499, 520
Totalll916-1920_ 88 ot 106, 369, 612 151, 662, 563 93, 106, 148 351, 138, 323
Total 1922-1928 . _ . oo 76, 268, 100 342,371, 450 201, 721, 647 720, 361, 197

NET TAXABLE E

STATE (AFT

ER EXEMPTION)

Sepl 9 I016-Jan a5 1022 e T
Jan. 16;,1922-Depc. 31, 19925 S 18 =

3, 315, 381, 727
909, 685, 885

899, 759, 572
563,415, 273
1, 027, 886, 962
1,103, 353, 166
950, 236, 365
396, 048, 103

$609, 870, 039
527, 978, 952

422,772, 120
330, 675, 354
470, 560, 026
576, 991, 661
680, 071, 121
799, 090, 080

$452, 421, 7€5
183, 116, 171

24, 559, 916
67, 511, 405
122, 561, 338
271, 624, 539
105, 532, 743
218, 290,478

$5, 407, 673, 531
1, 620, 781, 038

1, 347, 091, 608
1, 261, 602, (32
1, 621, 008, 326
1, 951, 969, 366
1, 735, 840, 229
1,943, 428, 661

Total 1916-1928_ . .. . ...
Total 1916-1922._ . ..

9, 995, 767, 053
3, 345, 381, 727

5,418, 009, 383
1, 609, 870, 039

1,475, 618, 355
452, 421, 765

16, 889, 394, 791
5,407, 673, 531

RO LRI 02221 00K S —————————

6, 650, 385, 326

3, 808, 139, 344

1, 023, 196, 590

11, 481, 721, 2€0

SPECIFIC EXEM

PTION

Sept. 9, 1916-Jan. 15, 1922 ----|$B1, 789, 450, 000 $38, 750, 000 $1, 150, 000 [$1, 829, 350, 000

Jan.16, 1922-Dee. 31,/19295 =" SENSTIIRSE I 465, 150, 000 12, 050, 000 500, 000 477, 700, 000
Calendar year:

469, 050, 000 9, 800, 000 50, 000 478, 900, 00C

458, 250, 000 8, 250, 000 250, 000 466, 750, 000

519, 900, 000 11, 900, 000 300, 000 532, 100, 000

529, 350, 000 14, 400, 000 600, 000 544, 350, 000

567, 610, 000 27, 650, 000 650, 000 595, 910, 000

562, 800, 000 34, 400, 000 800, 000 598, 000, 000

(Robalsl 016= 19280 00 2 et 5, 361, 560, 000 157, 200, 000 4,300,000 | 5,523, 060, 000

TotalMo16-1922. - - 2 f- o oe 1, 789, 450, 000 38, 750, 000 1, 150, 000 | 1, 829, 350, 000

Total 1922-1928_ - oo oo 3, 572, 110, 000 118, 450, 000 3,150, 000 | 3, 693, 710, 000

GROSS ESTATE

Sept. 9, 1916-Jan. 15, 1922 _ _ ccceee .
Jan. 16, 1922-Dee. 31, 1922_ ... ____
Calendar year:

1923

Total 1916-1928____ ___________________
Total 1916-1922__ ... oo

| 1, 885, 336, 848

$5, 850, 847, 491
1, 682, 547, 109

1, 690, 442, 041
1, 632, 509, 439
1,985, 621, 476
2,038, 739, 877

1, 846, 467, 129

$1, 930, 685, 413
690, 902, 124

509, 485, 893
407, 250, 719
569, 186, 298
754, 192, 046
837, 078, 321
1, 003, 371, 067

$566, 637, 695
291, 937, 380

28, 636, 631
72, 163, 685
135, 164, 602
357, 731, 615
128, 569, 586
331, 880, 866

$8, 348, 170, 599
2, 665, 386, 613

2, 228, 564, 565
2,111, 923, 843 .
2,689, 972, 376
3, 150, 663, 538
2, 850, 984, 755
3, 181, 719, 062

18, 612, 511, 410
5, 859, 847, 491

6,702, 151, 831
1, 930, 685, 413

1, 912, 722, 060
566, 637, 695

27, 227, 385, 351
8, 348, 170, 599

12, 761, 663, 919

Total 1922-1928.. . . .__.... - B

4,771, 466, 468

1, 346, 084, 365

18, 879, 214, 752
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Summary of Federal estate tax returns-—Continued

REAL ESTATE

o . $1,000,000 to Over y
Period 0 to $1,000,000 $10,000,000 10,000,000 Total
Sept. 9, 1916-Jan. 15,1922 __________________| $490, 444, 536 $93, 626, 770 $34,029, 213 | $618, 100, 519
Calendar year:
1923 441, 999, 7< 72,964,174 .. __________ 514, 963, 903
419, 620, 162 50, 020, 162 3,198, 514 172, 839, 605
479, 715, 192 61, 230, 879 13, 584, 215 554, 530, 286
472,128, 674 88, 844, 651 6, 725, 332 567, 698, 657
386, 231, 566 94, 820, 110 1, 267, 554 482, 319, 230
373, 335, 510 115, 038, 185 33, 748, 436 522,122 131
4177 £ S | 3. 063, 476, 136 576, 544, 931 92, 553, 264 | 3, 732, 574, 331

INVESTMENTS IN BONDS AND STOCKS, FEDER
TAX-EXEMPT

AL GOVERNMENT BONDS WHOLLY"

Jan-16-Dee. 31,1922 __.____ . ... ..._._.
Calendar year:

$6, 078, 764

9, 137, 504
12, 028, 286
14, 751, 036
14, 151, 000
17, 472, 677
17, 720, 550

91, 339, 517

$15, 527, 757 $%,433,189 | $30,039, 710
11, 468, 915 5,071,125 25, 677, 547
9, 274, 460 13, 126, 255 34,429, 001
21, 451, 782 2,381, 192 38, 5%4, 010
28, 797, 430 23, 353, 359 66, 301, 789
25,317, 988 2,192, 651 44, 983, 316
27, 227,926 12, 400, 676 57, 349, 152
39, 066, 261 66,958,447 | 297,364, 525.

INVESTMENTS IN

BONDS AND STOCKS

PARTIALLY TAX-EXEMPT

Jan. 16-Dee. 31,1922 _ . __.
Calendar year:
B e = s e B

§74, 861, 208

66, 260, 888
63, 887, 563
73, 543, 648
61, 548, 732
51, 358, 569
38, 096, 154

$30, 411, 817 6,356, 690 | $111,629,715
11,776,767 | - . 78, 037, 655
13, 256, 738 1,701, 093 78, 843, 394
16, 639, 650 3,149,315 93,332, 613
13, 683, 614 3,616, 514 78, 84, 860
11, 290, 979 1,782, 542 64, 432, 090
7, 720, 400 250, 605 46, 067, 159

429, 556, 762

104, 779, 965 16, 856, 759 351, 193, 486

AND MUNICIPAL BONDS WIIOLLY TAX

EXEMPT

$28, 027, 524

37, 555, 344
31, 587, 104
44, 526, 667
46,004, 311
54, 554, 428
51,495, 647

$33, 399, 571 9,681,658 | $71, 108, 753
38, 916, 304 1,537, 455 78, 009, 103
36,399, 065 2, 880, 934 70, 876, 103
44, 167, 458 851, 834 89, 543, 959
61, 952, 437 33,113,024 | 141,060, 772
53, 245, 918 4,627,663 | 112,828, 009
67, 676, 871 14,654,303 | 133, %26, 821

294, 151, 025

335, 757, 624 67,355, 571 697, 264, 520

INVESTMENTS IN BONDS AND

STOCKS, FEDERAL GOVE
OTHER BONDS

RNMENT BONDS§, ALL

Jan. 16-Deec. 31, 1922
Calendar year:

$109, 887, 391

128, 473, 942
122,051, 565
154, 871, 905
167, 244, 965
160, 003, 125
155, 900, 044

$59, 916, 555
41,751,327

$31, 089, 190 | §200, 893, 136

31, 550 170, 256, 819

22, 674, 526 2,169, 574 | 146, Su5, 665
45, 133, 407 23,558, 698 | 223, 564, 010
50, 127, 368 27,824,580 | 245, 107, 252
52, 196, 346 4,410,576 | 216, 610,347
49, 198, 127 17,679,485 | 222, 777, 656

998, 432, Y67

320, 997, 656 106, 764, 262 | 1, 426, 194, 885

156838—33——17
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Summary of Federal estate tax returns—Continued

CAPITAL STOCK OF CORPORATIONS

N $1,000,000 to Over
Period 0 to $1,000,000 10,000,000 $10,000,000 Total
|
$494, 038, 194 | $305,082,816 | $136, 642,048 | $935, 763, 058
496, 501, 718 221, 645, 961 20, 835, 928 738, 983, 607
467, 831, 142 185, 005, 943 45,030, 184 697, 867, 269
607, 061, 519 259, 322, 491 67, 657, 654 434, 041, 664
642, 659, 340 373, 843, 186 207, 584, 346 | 1, 224,091,872
647, 730, 938 432, 608, 620 84,356,690 | 1, 164, 696, 248
638, 291, 003 538, 549, 743 213, 054, 663 | 1, 439, 895, 409

4, 044, 113, 854

2, 316, 063, 760

775,161, 513 !
)

7, 135, 339, 127

MORTGAGES, NOTES, CASH, INSURANCE, ETC.

$281, 682, 785 $69, 476, 276 $18, 625,054 | $743,784,115
208, 933, 490 94, 680, 328 963, 102 394, 626, 920
206, 847, 538 30, 795, 535 3, 005, 026 330, 648, 099
349, 813, 862 43, 799, 565 6, 399, 675 400, 013, 102
359, 633, 267 64, 854, 395 10, 352, 174 434, 839, 836
318, 962, 443 66, 893, 705 2, N63, 658 388, 719, 8§36
322, 424, 311 33, 644, 470 18, 739, 302 424, 808, 083
Total ... .. 2, 228, 347, 696 454, 144, 274 60, 948, 021 | 2, 743, 439, 991
JOINTLY OWNED AND OTHER MISCELLANEOUS PROPERTY
Jan. 16-Dec. 31, 1922__ ______________________ | $117,572, 829 $60, 602, 673 $30, 692, 402 | $208, 867, 904
Calendar year:
122, 489, 301 50, 043, 541 197, 471 172, 730, 313
127, 644, 396 36, 165, 562 302, 896 164, 112, 854
148, 148, 526 36, 505, 492 11, 979, 451 196, 633, 469
162, 244, 345 48, 741, 253 19, 500, 397 230, 485, 995
142, 842, 907 53, 796, 430 14, 450, 304 211, 089, 731
104, 634, 436 63, 961, 791 18, 094, 012 156, 740, 289
RO | S 925, 626, 880 349, 816, 742 95, 216, 933 | 1, 370, 660, 555

TRANSFERS MADE WITHIN TWO YEARS

PRIOR TO

DATE OF DEATH

Jan. 16-Dec. 31, 1922 ______________________.
Calendar year:

T
$47,920,491 | $14, 797, 473 $9,351,486 |  $72, 078,450
49, 517, 219 6,679,312 | ... 56, 196, 531
45, 504, 818 10, 987, 532 740, 209 57, 232, 559
53,439, 001 20, 661,223 |- 74, 100, 224
60, 557, 079 13, 208, 657 9, 143, 519 83, 200, 255
56, D88, 283 31, 709, 381 188, 643 87, 986, 307
52, 081, 281 26, 055, 801 3,259, 384 51, 396, 466
365,417,172 | 124, 099, 379 22,653,241 | 512,199, 792

POWLER OF APPOINTMENT OR Gl%NERAL POWER OF DEED,

TI

MADE IN CONTEMPLA-

Jan, 16-Dcc. 31, 1022 e e e
Calendar year:
1923. __

ON OF DEATH

$9, 729, 653 $2, 457, 645 87,036,450 | $19, 223, 748
10,392, 313 2,957,101 |.ocoooonen. 12, 649, 414

8, 570, Y57 1,681,878 | .. .. 10, 252, 835

13, 721, 797 1, 087, 469 5, 543, 607 23, 352, 873

9, 748, 217 1,923,374 | ... 11, 671, 591

13, 129, 498 7,666,277 |- Lol . on, 795, 775

9, 964, 363 7,994,765 | ... 17, 959, 128

275, 256, 79% 28, 068, 509 12,580,057 | 115, 905, 364
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Summary of Federal estate tax returns—Continued

PROPERTY FROM AN ESTATE TAXED WITHIN FIVE YEARS, VALUE AT DATE OF
DEATH OF PRESENT DECEDENT

Period

! $1,000,000 to

010 §1,000,000 30000 o0

Over Sty
$10,000,000 Total

Jan. 16-Dec. 31,1922 ____________ . ____
Calendar year:
92

$22, 294, 734 $5, 602, 771

29, 130, 593 4,077, 338
36, 935, 141 10, 989, 318
46, 028, 323 16, 156, 882
42,519,917 8, 210, finl

36, 562, 324 7, 532, 567
32, 473, 780 16, 302, 988

mmmmien e SO, 897, 505

33,207, 931
47, 921, 459
62, 215, 205
16, 515, 061 67, 248, 659
12, 428, 975 56, 523, 866
_______________ 48, 776, 768

245, 944, 512 65, 902, 545

98,947,036 | 343, 794, 393

CREDIT FOR STATE TAXES PAID

L ke s S

$3, 238, 072 $5, 208, 445
7, 097, 099 13,334, 173
16, 126, 812 31, 602, 856
15, 420, 959 43, 708, 023

$2, 260, 539 310, 707, 056
16, 301, 118 36, 732, 390
11, 870, 754 59, 600, 452
32,323, 342 94, 152, 324

44, 882, 942 93, 853, 527

62,755,753 | 201, 492, 222

EXHIBIT T

Summary of laxable estate tox returns of resident decedents for the 7T-year period,

19

22 to 1928, inclusive

Gross estate

Size of net estate

$1,000,000 to

010 $1,000,000 | iR

after exemption

Over }
$10,000,000 |  Lotal

Realestate._._.__ . .. __ ...
Government bonds, exempt___
Government bonds, partially e
State and municipal bonds..
All other bond
Corporate stock -
Mortgages, notes, cash, insnrance
Jointly owned property, etc..___
Transfers within 2 years of death
Power of appointment, etc._..
Property taxed within 5 years___

Deductions qllo_\\ ed
Specific exemption. .. c-coco-csesccicocoooa-

Total deductions_.....____
Net taxable estate.._.
Tax at Federal rates
Credit for State taxes._.

ENctlederal baN. oo oxzossemaesa ey

)
IR (16 (70 mo

$3, 063, 476, 136 | $576, 544, 931

91,339,817 | 139, 066, 261
429, 556, 762 | 104, 779, 965
294, 151,025 | 335, 757, 624
998, 432,967 | 320, 997, 656

4,044, 113, 854 | 2, 316, 063, 760
2,908, 347, 696 | 454, 144, 274
925, 626, K80 | 349, 816, 742
365,417.172 | 121,099, 379

75, 256, 795 28, 06K, 509

245, 944, 812 68, 902, 545

12, 761, 663,919 | 4, SI8, 241, 646
2,530, 165,593 | 891, 652, 302
3,572, 110,000 | 118, 450, 000

1, 346, 025, 404

$3, 732, 574, 331
297, 264, 525
551, 193, 486
697, 264, 520

10(\ 764, 262 1.4211, 194, 885

775, 161, 513 4 135, 339, 127
60, 948, 021 | 2, 743, 439, 991
95. 216. 933 1 Su(l (b(] 555
22, 683, 241 512, 198, 792
12, 580. 057 115, 905, 3ti4
25, 947, 036 343, T4, 393

319, 678, 814 | 3
3,150,000 ' 3, (93, 710, 000

1,010, 102, 302

3, 808, 139, 344
100 | 342 371, 450

44 wz 942 93, 853, 627

7, 444, 209, 709
11, 481, 721, 260

47 | 720, 361, 197
02,755,758 | 201, 142 292

131, 385, 158 248, 517, 923

138, 965, 894 518, 868, 975

60, 855 1,757

47 62, 659
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EXHIBIT U

ATTER SUBMITTING PLAN FOR TAXATION OF DEPRECIATED
ESTATES .

CONGRESS OF THE UNITED STATES,
JoiNnT CoMMITTEE ON INTERNAL REVENUE TAXATION,
Washington, February 2, 1931.
Hon. WiLns C. HAwLEY,
Charrman Joint Commattee on Internal Revenue Tazation,
House of Representatives, Washington, D. C.

My Dear Mg. Crairman: Under certain circumstances our Federal estate-tax
law imposes taxes so unjust and so unreasonable that the failure on the part of
Congress to correct the situation would appear likely to result ultimately in a
strong reaction against the tax as a whole.

The unjust and unreasonable taxes, referred to above, occur in cases where
there is a large decrease in value between the date of the decedent’s death and the
date when the tax is paid. The law provides for the payment of the tax one year
after death. Extensions of time for payment can be given but must bear 6
per cent interest after the 1-year period.

The amount of the estate tax as well as the rate imposed under the present
law is entirely dependent upon the facts existing at the date of the decedent’s
death. If the tax could be paid in kind no inequity would result from a sudden
decline in value between the date of death and the date of payment of the tax.
For instance, if a man had 30,000,000 sheep and the estate-tax rate was 20 per
cent, then the tax would be 6,000,000 sheep and the decedent’s estate would have
24,000,000 sheep to distribute to the heirs, no matter at what time the distribution
was made. The trouble comes when we reduce property to money value and
collect the tax in money on the basis of the value at date of death. Suppose
the sheep were worth $1 each at the time of the decedent’s death. The value of
the estate in such a case would be $30,000,000 and the tax at the rate assumed,
would be $6,000,000. Now, if the price of sheep falls to 20 cents each at the
date of payment of tax, the total value of the estate shrinks to $6,000,000, and
under our system the tax, in spite of this situation, still remains at $6,000,000.
The result is, therefore, that in such a case the estate would be entirely coufis-
cated by the Government.

At first sight it might be thought that such a decrease in value would practi-
cally never occur. This is not the case. During the stock market collapse in
October, 1929, values in some cases decreased to as great an extent as are indi-
cated by the above example. I have also examined certain actual eases which
have been supplied by the estate tax division of the Bureau of Internal Revenue,
and, while I find no examples quite as severe as the above, I do find a number of
cases where the shrinkage in stock values has exceeded 60 per cent. It is my
thought that Congress never really intended to deprive the heirs of a fair portion
of the estate. The maximum rate of 20 per cent in the case of estates over
$10,000,000 would indicate that there is some foundation for such a belief.

It appears that the situation complained of could be remedied in o fairly
simple manner by providing that the estate tax rate should be determined as at
present according to the value of the net estate at the date of death and by
further providing that such rate should be applied for the purpose of ascertaining
thie amount of the tax to the net value of the estate one year after death. A
hypothetical example will probably bring this out more clearly.

Suppose a man died in September, 1929, and his net taxable estate at that date
amounted to $30,000,000. The tax on such an estate would be $5,353,500, which
represents a composite rate of 17.845 per cent. Now, suppose that one year
after death, namely, in September, 1930, the net value of the estate is $6,000,000,
Under our present system the tax would be $5,353,500 as before and this tax
would consume more than 89 per cent of the estate leaving only $646,500 for dis-
tribution among the heirs. My proposition is that in such a case we should
apply the composite rate of 17.845 per cent to the $6,000,000, giving us an estate
tax of $1,070,700. It should be noted that this tax is considerably more than
the tax on a net estate of $6,000,000 which remained at such constant value both
at date of death and at date of payment of tax. In this last-named case the tax
would only amount to $653,500. The suggestion, therefore, does not give
nearly as much relief as might be contended for since the first estate would pay
a tax of $1,070,700 on an estate of $6,000,000 valued one year after death, while
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the second estate would pay a tax of $653,500 on an estate of $6,000,000 valued
one year after death. There is appended a diagram which graphically depicts
the facts brought out in this hypothetical case.

The situation in respect to the payment of the estate tax by the adiministra-
tors or executors of the estates of persons dying shortly before the stock market
crash of October 1, 1929, is now becoming critical. The date of payment in these
cases was during the swunmer and fall of 1930, and, therefore, it is only by exten-
sions of time granted by the commissioner that the impending tax, which will
take the major portion of these estates, is for the time being averted.

I would respectfully recommend that the situation, briefly described above,
receive the consideration of the joint committee at the first opportunity.

Very respectfully, _
(Signed) L. H. PARKER,
Chief of Staff.
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