br
20,000 Reed o Lhtn B 5o i o Saheilic
s Aale § frf ofas | Fustitam b, £

2 W&ﬂ(g
¢ /':‘ ' ,' :
o ‘MJA’?
Oy

W%MAM%

3 W*«gmwgw’







Inheritance and Income

Taxes

IN RELATION TO INVESTMENTS

1927

Including Recent Amendments
to State Inheritance Tax Laws







Inheritance and Income

Taxes
IN RELATION TO INVESTMENTS

o )

Compiled under the Direction of
Jornn L. Kuan
Member of the New York Bar

July 1, 1927

B ——————

;

CONTENTS ;E

Page L

Reciprocal Exemptions ............... 3 |

Inheritance and Estate Taxes.......... 4 E

Stocks and Bonds, Nonresidents....... 5 k

Federal BWatate TAX it s o i 6 :
Trusts, Reduction of Tax Through..... T
Corporations, Effect from Tax Viewpoint 8

Taxable vs. Tax-Exempt Bonds. ....... 8 ]

State Inheritance and Estate Taxes....9-30
Corporations, States of Incorporation.. 31

e

e







NEW RECIPROCAL EXEMPTIONS

The field of investments relatively free
from taxes upon transfer at the owner’s
death except those imposed by the State of
residence and the Federal Government has
been materially widened during the current
legislative period by the adoption, in many
additional States, of “reciprocal exemption”
provisions.

Subject to the interpretation of laws in
each case by the taxing authorities, who

compile for their respective States lists of
the States whose residents, in their view,
are entitled to exemption; and subject to the
possible exclusion in some cases of Florida
and similar States, the list of States whose
residents would not now be taxed by the
other States listed, in respect of intangible
personal property within the jurisdiction of
such other States, is as follows:

States Whose Laws Contain Reciprocal
Exemption Provisions

Calitornia (Effective July 29, 1927)
Connecticut (Rev. 1927)

[llinois (Effective July 1, 1927)
Maine (Effective July 1, 1928)
Maryland (Effective June 1, 1927)

New Hampshire (Effective March 9, 1927)
New York

~ Ohio (Effective June 30, 1927)

Oregon (Effective May 27, 1927)
Pennsylvania

States Exempting Intangible Personal Prop-
erty of All Nonresident Decedents

Colorado (Effective July 4, 1927)
Delaware (Bifective.April-2br=+027)
Georgia

Massachusetts (1927)

(Effective as of Dec. 1, 1926)

- ; y LA\

New Jersey / % e A
Rhode Island ~/
Tennessee

Vermont

States Imposing No Inheritance Tax

Alabama

District of Columbia

For example, a decedent owned stock of
a New York corporation.

If the decedent were a resident of Florida,
no tax would be imposed by New York, since
Florida imposes no inheritance tax.

If he were a resident of Pennsylvania, New
York would impose no tax, by reason of the

reciprocal relationship between these two
States.

If he were a resident of New Jersey, New
York would impose no tax, since New Jersey
exempts all such property as stocks and
bonds of domestic corporations owned by
nonresidents.

But if the decedent were a resident of
Virginia, for example, New York would im-
pose a tax, as Virginia taxes the transfer of
stocks of a Virginia corporation owned by a
New York decedent.

Florida
Nevada

Under the ordinary ‘reciprocal exemp-
tion,” accordingly, the benefits of freedom
from tax, as well as from delay and ex-
pense in securing waivers, are extended to
estates of decedents resident in

1. States imposing no death taxes.

2. States which do not tax intangible
personal property of nonresidents.

3. States having a similar reciprocal
exemption.

The new Ohio provision, however, (and
possibly the Oregon and other similar pro-
visions), excludes Florida, Nevada, Alabama
and the District of Columbia from the ex-
emption, which is limited to States “whose
laws contained a reciprocal exemption pro-
vision.”

\
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INHERITANCE AND ESTATE TAXES

forty-five States, are levied either (1) as “estate taxes”
or (2) as “inheritance taxes”. An estate tax is one
which is calculated on the entire net estate and imposed,
usually, on the “right to transfer” property. An inheritance

DEATH duties, imposed by the Federal Government and

PROPERTY
The Federal Estate Tax is imposed at progressive rates
on the transfer of the entire net estate in excess of the $100,000
exemption.

"Phe States, however, can impose taxes only with respect

to property within their respective jurisdictions. In general,

Effect of Frick Decision
On June 1, 1925, the United States Su-
preme Court rendered a decision in Frick v.
Pennsylvania. The decision held:

(1) That an inheritance tax law, in so far
as it attempts to tax transfer of tangible
personal property having an actual situs in
other States, is invalid.

(2) That an inheritance tax law, in so
far as it attempts to tax stocks of corpora-
tions incorporated in other States at their
full value, without deducting the tax paid to
such other States, is invalid.

(3) That the Federal Estate Tax is not
a deductible item in computing State Inheri-
tance Taxes in States expressly forbidden
such deduction by statute.

It will be noted that paragraph (1) above
refers only to tangible property and not to
stocks, bonds and other intangible propertly.

tax is one which is calculated on the separate shares of the
beneficiaries and is imposed, as a rule, on the “right to re-
ceive” the decedent’s property. The term “inheritance taxes”
is frequently used for convenience to designate the entire group
of death duties.

TAXABLE

the State of the decedent’s residence taxes all of the dece-
dent’s property (or the transfer thereof) except real or
tangible personal property located without the State. In
the case of intangible property, such as stock and bonds,
other States also may impose a tax, particularly the State
or States in which the issuing corporation is chartered.

Foreign Corporations Owning Property or
Doing Business in the State

A number of States formerly imposed or
attempted to impose a tax on the transfer
of a nonresident’s holdings of stocks or
bonds of corporations not chartered in the
State but owning property or doing business
therein. The United States Supreme Court
on March 1, 1926, in Rhode Island Hospital
Trust Co. v. Doughton, held such a tax to
be invalid. (North Carolina, in this case,
had attempted to tax the transfer by a non-
resident decedent’s estate of stock of the R.
J. Reynolds Tobacco Company, a New Jer-
sey corporation, two-thirds of whose assets
were in North Carolina.)

STOCK TRANSFER REQUIREMENTS

Nearly all of the States, as a means of enforcing payment
of the tax on the transfer of stock of corporations, have
adopted requirements that stock of corporations organized
under their laws standing in the name of a decedent may
not be transferred until a waiver or consent is obtained from
the proper State official.

The requirements for obtaining waivers vary with each

State. It is necessary in each case to submit sufficient evi-
dence to enable the tax officials to determine the amount of
tax, if any, due; and payment usually must be made or gua-
ranteed. Most of the States have forms to be filled out
and in addition require various documents or certified copies,
such as wills, letters of administration, letters testamentary,
and inventories.

STATE INHERITANCE TAX OFFICIALS

Arizona: State Treasurer, Phoenix, Ariz.

Arkansas: Department of Insurance and Revenues, Little Rock, Ark.

California: State Controller, Sacramento, Calif.

Colorado: Inheritance Tax Commissioner, Denver, Col.

Connecticut: State Tax Commission, Hartford, Conn.

Delaware: Registrar of Wills, Wilmington, Del.

Georgia: State Tax Commission, Atlanta, Ga.

Idaho: Attorney General, Boise, Ida.

Illinois: Attorney General, 734 Otis Building, Chicago, Ill.

Indiana: State Board of Tax Commissioners, Indianapolis, Ind.

Iowa: State Treasurer, Des Moines, Ia.

Kansas: Public Service Commission, Topeka, Kan.

Kentucky: State Tax Commission, Frankfort, Ky.

Louisiana: Clerk of Civil District Court, New Orleans, La.

Maine: Attorney General, Augusta, Me.

Maryland: Register of Wills, Baltimore, Md.

Massachusetts: Commissioner of Corporations and Taxation, Boston,
Mass.

Michigan: Auditor Genersl, Lansing, Mich.

Minnesota: Inheritance Tax Kxaminer, St. Paul, Minn.

Mississippi: State Tax Commission, Jackson, Miss.

Missouri: State Treasurer, Jefferson City, Mo.

Montana: State Board of Equalization, Helena, Mont.

Nebraska: Attorney General, Lincoln, Neb.

New Hampshire: Attorney General, Concord, N. H.

New Jersey: Comptroller of the Treasury, T'renton, N. J.

New Mexico: State Tax Commission, Santa Fe, N. M.

New York: State Tax Commission, Albany, N. Y.

North Carolina: Commissioner of Revenue, Raleigh, N. C.
North Dakota: State Tax Commission, Bismarck, N. D.
Ohio: Tax Commission of Ohio, Columbus, Ohio.

Oklahoma: State Auditor, Oklahoma City, Okla.

Oregon: State Treasurer, Salem, Ore.

Pennsylvania: Auditor General, Harrisburg, Pa.

Rhode Island: Board of Tax Commissioners, Providence, R. I.
South Carolina: State Tax Commission, Columbia, S. C.
South Dakota: State Director of l'axation, Pierre, S. D.
Tennessee: Commissioner of Finance and Taxation, Nashville, Tenn.
Texas: State Comptroller, Austin, Tex.

Utah: Attorney General, Salt Lake City, Utah.

Vermont: State Commissioner of Taxes, Montpelier, Vt.
Virginia: Auditor of Public Accounts, Richmond, Va.
Washington: Director of Taxation, Olympia, Wash,

West Virginia: State Tax Commission, Charleston, W. Va.
Wisconsin: State Tax Commission, Madison, Wis.

Wyoming: Inheritance Tax Commissioner, Cheyenne, Wyo.

(4)




Taxability of Q
STOCKS AND BONDS OWNED BY NONRESIDENTS

TABLE I.—DOMESTIC CORPORATION STOCK CR BONDS TABLE I11.—-STATE OR MUNICIPAL BONDS OWNED BY I‘
OWNED BY NON-RESIDENT DECEDENT £
¢ NON-RESIDENT DECEDENT ¢
(Except real estate mortgage bonds) [
STOCK REGISTERED COUPON ‘
State of Certificate BONDS BONDS STATE REGISTERED BONDS COUPON BONDS |
Incorporation In or out of In Out of In Out of |
State State State State State In State Out of State In State Out of State k
Alabama sesssses P s B )« S e R S |
) m \ : R A48 AR Alabama e Ot g A mon el Al AN ais & s |
v s YN . > r < r € m - .
‘2‘;“'““ i\“‘“lﬂe ll‘umbl\_ {ax.xblt: ;axul)le ivauame Arizona Taxable Taxable Taxable Taxable ;
Arkansas Taxable Sxempt Ixemp ixempt ixempt Py s . e n |
B e e 5 e TP e e ansas Exempt Exempt Exempt Exempt i
(\Ailnlm;m ia.\abl: #ALLUPL J,,\uupit lh.h\uup‘t i‘xempt Califoriia Exempt Kxempt Exempt Exempt
Colorado Ixemp Oxempt Iixempt Ixemp ixemp C . lixe i "
. e M el e et e re olorado lixempt Kxempt Kxempt Exempt
L'”;.l“v‘ !f' . Jl:lf\um(; Lgh(ll)lt i.un\dbhl iﬁempt llf)emm' Connecticut kExempt Exempt Kxempt Exempt
l‘.i,}fl‘:]‘z‘l“ (o XLnp uECIDD xempt Exempt | po15ware Exempt Exempt Exempt
""" i 3 Raiig, Sa 8 ST e Ilorida i
Georgia Exempt Exempt Exempt Exempt Exempt RE 2 e g 2L . - i
ldaho Exempt Exempt Exempt Exempt lxempt | Y€orsia Exempt Exempt Exempt Exempt |
o Idabo Kxempt dxempt Kxempt Exempt i
Illinois* ‘Taxable Taxable Lxempt Taxable Exempt R Tazable s Tazabl o
ludiana Taxable Taxable Exempt Taxable lixempt | IHinois sk PREHE L ixempt |
lowa Taxable Taxable Taxable MTaxable in\ll.uuu ,J“ \d.:)‘le ,L‘\Lml't l‘u?uble ,l‘:}em}it |
Kausas Taxable Lxempt Exempt Iixempt li’:\“t e ll \‘\l;l“t }"\‘\‘X‘J;"“E 'll.“k?ul’lg }‘;fflll)l) (z I
anse LXe ) LXEe LXe. LXe |
Kentucky Taxable Exempt Kxempt Exempt Exempt K e 5y ; & ; X', ,‘M e . g I
Louisiana** Tuxable Taxable Exempt Taxable luxempt Acnilcky Exempt Exempt kixempt Tixempt i
9 3 ) v Lioulsiana Taxable Kxempt Taxable Iixempt I
Maine* I'axable laxable "Taxable Taxable Taxable Maine* s el " -~
Maryiand® Exempt Exempt Lxempt Exempt Exempt | Maine? Taxable Taxable Taxable I'axable |
. ; J Maryland Exempt lixempt Exempt Exempt i
Massachusetts Exempt Kxewpt empt Lxempt Exempt s : 3 e |
Michigan Laxuable Taxable xable laxable Taxable Q\llfl,"]‘\vw:““'\‘“s 'Jl\"“\HUUL ll‘ ),m,pll }u_.xempt rll%xeui;;l !
Minnesota Taxable Taxuble Taxable Taxable Taxable A i : \.L\vairlt ; AEBRS ,{““‘blg . ‘dxﬂ &3 |
Mississippl Taxable Taxable Exempt Taxable Exempt | Mi nnesota g u.\:mlhe laxable Vl‘ux:mle J‘ﬂxable }
Missouri Taxable Taxable Exempt Taxable Exempt M,"\'\lsmm'l yl_u‘\'m'“ l‘jh“mpt 'l‘:l.\uble Exempt F
Moutanu ‘Taxable Taxable Taxable Taxable 'Taxable ‘Qi‘-\“"”“ ,l,‘ \juhle 'l‘u_\u'.upt lyaxnhle Yl‘\lxembt i
Nebraska kKxempt Exempt Exempt Exempt Exempt A,Um'l“a waxable Lazanky Taxable B ;
Nevada . s il N R Nebraska Exempt Exempt Exempt Exempt )
& . o \ Nevads S i ok ek o s vn %
New f 4 able Taxable Taxable Taxable Exempt il f b A% ST R s ¥
New Jersey Exempt Exempt Exempt Exempt Kxempt New Hampshire* {uxlerlp- Taxable '{:1x;zl;!(- ]‘:xvu}[)l i
New Mexico Taxable o Taxablé Taxable BExempt t\ ew .lumj,-_y 11,\umpt {«,x«-mp{ Exempt Exempt I
New York Taxable Iixempt Exempt Exempt New Mexico lixempt Ixempt Exempt Exempt H
North Carolina Taxable Taxable "L'axable Taxable ‘Taxable \,"\‘ l““:l“ y ECIRY oS Exempt Exempt |
North Dakota Taxable Exempt LExewmpt Exempt Exempt | North Carolina  Taxable Taxable Taxable Taxable f
Ohio Taxable - Tasable axable Exempt North Dakota Exempt Exempt Exempt Exempt !
Oklahoma Taxable Taxable 'Taxable Taxable Ohio b Taxable Taxable Exempt u\
{ - — I
Oregon Taxable Fxempt Taxable Exempt ”'\‘“““"”“ >mpt wxemps Exempt Hxempt [‘
Pennsylvania® Taxable Exempt Exempt Exempt Oregon® 3 ‘axable Taxable Taxable Exempt §
Rhode Island Exempt Exempt Exempt Exempt Exempt Pennsylvania EOTANT Exempt Exempt Exempt i
South Carolina Taxable Taxable "l'axable Taxable Taxable Rhode Island Exempt Dxempt Exempt !
South Dakota Taxable Taxable Taxable Taxable Taxable South Carolina Kxempt Taxable Exempt !;
Tennessee [Cxempt Exempt Exempt Exempt Exempt :S.(ﬁllL!i I’akota Taxable Taxable Taxable Taxable 4
Texas Taxable Taxable Taxable Taxable Taxable Teunessen kixempt Exempt Exempt IExempt "v
Utah Taxable Taxable Exempt Taxable KExempt ’J"u,\ 1 a xable Taxable Taxable {
Vermont xempt Exempt Exempt Exempt Exempt Utal Exempt Taxable Exempt y
Virginia Taxable Taxable Taxable Taxable Taxable “\t(xrn;nnt ixempt Exempt Exempt Exempt ,'
Vashington I'axable Taxable Taxable Taxable Taxable Virgiuia ixempt xempt Exempt Exempt 1
West Virgiula I'axable Taxable Exempt Taxable Kxempt \\::wl:insh»n ; 'l‘.n,\’uhlw Taxable Taxable Taxable g
Wisconsin Taxable Exempt Exempt Exempt Exempt West Virginia I'axable Exempt Taxable Exempt ‘r
Wyoming Exempt Exempt Exempt Exempt Exempt Wisconsin Exempt Exempt Ixempt Exempt [
fs o Wyoming Exempt Exempt Exempt Exempt i
}
*Reciprocal Exemption. ;
**[Ixempt if certificates are out of the State. {
!
How To Use These Tables B
. |

(For nonresidents only. All States except Alabama, Florida and Nevada
impose tax on residents, regardless of where the company is incorporated or
securities held.)

1. Ascertain State of residence, and the State or States of incorporation
of the corporations whose securities are held.

2. To determine taxability of securities, where State of incorporation is
not that of the owner's residence—

(a) If the word “Exempt” is found in the descriptive column opposite the
State of incorporation, no death duty is imposed by that State, regardless of the !
State of the nonresident owner’s residence.

(b) If the word “Taxable” appears, a tax is imposed unless a “reciprocal
exemption” relationship is in effect between the State of residence and the State |
of incorporation, in which case the transfer would be exempt.

(States whose laws contain reciprocal exemption provisions are indicated
by bold type and asterisk *.




FEDERAL ESTATE TAX

(Effective 10:26 A, M. (Washington time) February 20, 1826)

NET ESTATE* Amount of
KExceeding Not lixceeding Bracket Rate
........ $ 50,000 $ 50,000 1%
$ 50,000 100,000 50,000 2
100,000 200,000 100,000 3
200,000 400,000 200,000 4
400,000 600,000 200,000 153
600,000 800,000 200,000 6
800,000 1,000,000 200,000 7
1,000,000 1,500,000 HU0,000 8
1,500,000 2,000,000 500,000 9
2,000,000 2,000,000 00,000 10
2,600,000 3,000,000 500,000 11
3,000,000 3,000,000 HLL,Lu0 12
3,000,000 4,000,000 500,000 13
4,000,000 5,000,000 1,000,000 14
9,000,000 6,000,000 1,000,000 15
6,000,000 7,000,000 1,000,000 16
7,000,000 8,000,000 1,000,000 17
8,000,000 9,000,000 1,000,000 18
9,000,000 10,000,000 1,000,000 19

Balance of Net Estate......20

i : Maximum Net

Tax Total Credit** Total
$ 500 $ 500 $ 400 $ 100
1,000 1,600 1,200 300
3,00V 4,000 3,600 Yoo
8,000 12,600 10,000 2,500
10,000 22,600 18,000 4,500
12,000 34,000 217,600 6,900
14,000 48,000 38,800 9,700
40,000 88,000 70,800 117,700
45,000 133,500 106,800 26,700
5u,000 183,000 146,800 36,700
85,000 238,000 190,800 417,700
GU,0UY 298,000 238,800 oY,70u
69,000, ub.},LvUU 290,800 72,700
140,000 508,600 402,800 100,700
150,000 653,000 522,800 130,700
160,000 813,500 650,800 162,700
170,000 983,600 786,800 196,700
180,000 J.,ll_i;i,;)UU 930,800 232,700
190,000 1,353,500 1,082,800 270,700

*As used in this table, “‘net estate” means tlie gross estate less all proper deductions, including

the $100,000 exemption allowed residents.

*x(Credit for State inheritance taxes: The Act provides that the estate tax may be credited with
the amount of any estate, inheritance, legacy or succession taxes paid to any State, 'l'erritory, or
to the District of Columbia, not to exceed 80% of the Federal listate Tax.

Gift Tax: Repealed as of January 1, 1926.

The taxable estate of a resident includes all real property
situated within the United States, and all tangible and in-
tangible personal property, wherever situated; belonging to
the decedent, at its value at the time of death, less the de-
ductions specified.

Under the Act the gross estate includes:

1. All property transierred by the decedent (including
transfers by deed under a general power of appointment) in
contemplation of death or intended to take effect in posses-
sion or enjoyment at or after death, except in the case of a
bona fide sale.

2. The value of property over which the decedent exer-
cised by will a general power of appointment.

3. All property transferred by the decedent or with
respect to which he has at any time created a trust, where
the enjoyment thereof was subject at the date of his death
to any change through the exercise of a power, either by the
decedent alone or in conjunction with any person, to alter,
amend or revoke, or where the decedent relinquished any
such power in contemplation of death, except in case of a
bona fide sale.

4, The interest of the decedent in property held jointly,
or as a tenant by the entirety, with certain limitations pro-
vided by the statute.

All insurance payable to the estate of the decedent under
policies taken out by the decedent upon his own life, and
all such insurance exceeding $40,000 receivable by all other
beneficiaries. The United States Supreme Court in Lewellyn
v. Frick on May 11, 1925 held that policies payable to specified
beneficiaries which were taken out by the decedent prior to
the passage of the 1918 Act were not subject to the tax im-
posed by that Act.

DEDUCTIONS: The value of the net estate is deter-
mined by deducting from the value of the gross estate the
following:

1. Funeral expenses.

2. Administration expenses.

3. Claims against the estate, contracted for a fair con-
sideration, exclusive of (a) any estate or inheritance taxes,
(b) income taxes on income received after the death of the
decedent, or (¢) mortgages upon property situated without
the United States.

4. Losses during administration through casualty or
theft (not compensated for by insurance or otherwise).

b. Amounts expended for the support of dependents
during administration, to the extent allowed by local law.

6. The value of property given to or for the use of the

(6)

United States or any political subdivision thereol Ior public
purposes, or to or Ior ine use Of a corpuration organized anu
vperateu exclusively ior religlous, cuarilabie, euucalloudal,
eLc., purposes, or to trustees oOr certall lraternal orgaulza-
tious exclusively for such purposes.

7. Any part of the decedent’s estale which can be identl-
fied (a) as a share of the gross estale, slluated within the
United States, of any person who died within live years prior
Lo the death of the aecedent, or (b) as having beel lraus-
ferred to the decedent by glit within nve years prior Lo s
death, or (c) as having been exchanged for property described
m (a) or (n). This deduction, however, 18 atlowed ounly where
a Federal estate tax or gift tax was paid on the lrausier
to the decedent, and only in the amount of the value upou
which such estate tax or gift tax was based, and only w
the extent that the property is included in the gross estate,
and not deducted under any of the preceding subdivisions.

8. An exemption of $100,000 (residents only).

NONRESIDENTS: Only that portion of the gross estate
of a nonresident decedent which at the time of his death 1s
situated within the United States is subject to tax.

The gross estate of a nonresident decedent does not
include:

1. Insurance upon the life of the decedent, or

2. Bank deposits of a decedent who at the time of death
was not engaged in business within the United States.

DEDUCTIONS: The value of the net estate of a non-
resident decedent is determined by making the following de-
ductions from the value of the gross estate:

1. That portion of the deductions allowed in the case of
resident decedents specified in items 1 to 5 inclusive, which
the value of the gross estate situated in the United States
bears to the value of the entire gross estate wherever situated,
but in no case may the deduction exceed 10% of the value
of the gross estate which at the time of death is situated
in the United States, and

4. The deductions specified in items 6 and 7, with re
spect to resident decedents, except that (a) the deduction
allowed for property given to or for the use of religious,
charitable, educational, etc., corporations is limited to gifts
to domestic corporations, (b) where the gift is to a trustes
or fraternal organization, it must be for use exclusively with:
in the United States, and (c¢) the deduction under item 7 is
limited to property included in the gross estate of the
decedent situated within the United States.




TAXATION and

Every investor is aware that the income and inheritance
tax liability attaching to his holdings may vary with such
factors as the nature of his holdings, their situs, the amount
of his net income, the amount of his net estate, the classifica-
tion of the beneficiaries to whom the property will be trans-
ferred upon his death, and the amounts to be transferred to
the different beneficiaries.

To minimize the tax liability and provide for that which
remains, corrective or precautionary measure may include—-

INVESTMENTS

Creation of trusts, to reduce the income tax liability and to
place the principal beyond the reach of inheritance or es-
tate taxes;

Selection or rearrangement of holdings, in view of the inves-
tor’s State inheritance tax liability;

Preparation of wills in view of the varying inheritance tax
rates and exemptions of different States which may have
jurisdiction over a portion of the property;

Taking out life insurance to cover inheritance taxes in addi-
tion to other charges against the estate or beneficiaries.

REDUCTION OF FEDERAL INCOME TAX BY CREATING TRUSTS

(Revenue Act of 1926; $3,500 personal

exemption; $5,000 earned net income)

Aggregate Tax and Annual Saving When Net Income of Col. 1 Is Divided Equally Between—

Net Tax on Amount Two Annual Three Annual Four Annual
Income of Col. 1 Taxpayers Saving Taxpayers Saving Taxpayers Saving
$ 24,000 $ 1,239.38 $ 438.76 ($ 800.62) $ 20814 ($ 1,031.14) $ 12152 ($ 1,111.86)

32,000 2,239.38 958.76 ( 1,280.62) 468.14 ( 1,771.14) 277.52 ( 1,961.86)

48,000 4,719.38 2,478.76 ( 2,240.62) 143814  ( 3,281.24) 871.52°  ( 3,841.86)

64,000 7,839.38 4,478.16 ( 3,360.62) 2,858.15 ( 4,981.24) 1,917.52 ( 5,921.86)

80,000 11,459.38 6,798.76 ( 4,660.62) 4,678.14 ( 6,781.24) 8,277.52 ( 8,181.86)

100,000 16,259.38 10,158.76 ( 6,100.62) 7,278.14 ( 8,981.24) 5,437.52 ( 10,821.86)
200,000 41,259.38 32,518.76 ( 8,740.62) 25,278.14 ( 15,981.24) 20,317.52 ( 20,941.86)
REDUCTION OF FEDERAL ESTATE TAX BY CREATING TRUSTS
Except Trusts Created by Will or Other Testamentary Transfer
(Net Estate Corresponds to Net Income in Preceding Table, Capitalized at 5%)

Net Tax on Amount Tax on Tax on Tax on
Estate of Col. 1 One-Half Saving One-Third Saving One-Fourth Saving
$ 480,000 $ 11,700 $ 2,700 ($ 9,000) $ 700 ($ 11,000) $ 200 ($ 11,500)
640,000 19,500 5,300 ( 14,200) 1,900 ( 17,600) 700 ( 18,800)
960,000 38,700 11,700 ( 27,000) 5,300 ( 33,400) 2,700 ( 36,000)
1,280,000 62,900 19,500 ( 43,400) 9,667 ( 53,333) 5,300 ( 56,600)
1,600,000 88,500 28,5600 ( 60,000) 14,167 ( 74,333) 8,500 ( 80,000)
2,000,000 124,500 41,500 ( 83,000) 20,833 ( 103,667) 12,500 ( 112,000) .
4,000,000 350,500 124,500 ( 226,000) 67,167 ( 283,333) 41,500 ( 309,000)

REDUCTION OF TAXES BY CREATING TRUSTS

Since income, inheritance and estate taxes are imposed at
progressive rates, a division of net income or net estate into
separate taxable units results in decrease of tax.

For example (see first line of table) A, with annual net
income of $24,000, pays a Federal income tax of $1,239.38.

By creating a trust under which half of this net income
will be taxed to B, a beneficiary (or to the trust itself, if the
income is to be held for future distribution) the tax will be
reduced to $438.76—A, $219.38; B, $219.38. (If $12,000 were
taxed to the trust itself, the tax thereon would be $365, and
the total would be $584.38. An estate or trust is allowed
$1,500 exemption and no earned income credit, whereas the
table is calculated for taxpayers with $2,500 exemption and
the statutory $5,000 earned net income. In general, income
of an irrevocable trust is taxed to the beneficiaries if dis-
tributable currently, or the trust as an entity if not dis-
tributable currently; while the income of a revocable trust
is taxed to the grantor).

As to the Federal Estate Tax (capitalizing $24,000 at 5%),
the tax on $480,000 would be $11,700; whereas if half of the
estate were placed in trust (except by testamentary {rans-
fer) the tax would be reduced to $2,700—a saving of $9,000.

As to State inheritance taxes (see tables under each State),
assume that the taxpayer in the present case is a resident of
New Jersey. The New Jersey inheritance tax on transfer of
a net estate of $480,000 to a Group 1 beneficiary (father,
mother, husband, wife, child or adopted child) would be
$20,750, while that on a net estate of half that amount would
be $6,950. That is, if a trust were not created, the death
duties would be: New Jersey tax, $20,750 plus 20% of Federal
BEstate Tax ($11,700), or $23,090; whereas if half the pro-
perty had been excluded from the estate by transfer in trust,
the taxes on the remaining $240,000 would have been: New
Jersey, $6,950 plus 20% of Federal ($2,700) or $7,490—a
saving of $15,600.

(7)
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CORPORATIONS

From the inheritance tax viewpoint and in some cases from
the income tax viewpoint there may be advantages in form
ing a corporation to hold the investor’s property.

One of the principal considerations is that by organizing a
corporation and making gifts of shares of the stock to mem-
bers of his family or others for whom he wishes to provide,
the owner may in effect distribute a large part of his estate
and still retain control during his life time.

State inheritance taxes and the Federal Estate Tax can
not be imposed upon transfers made prior to the decedent’s
death if it can be shown that they were not made in con-
templation of death or otherwise of a testamentary character.

As to the shares ewned by the decedent at the time of his
death, the State inheritance taxes upon transfer
probably be limited to those imposed by the State of
decedent’s residence.

(The State cof incorporation, if other than the te of
residence, might also impose tax, but it may be presumed
that the charter would ordinarily be taken out either in the
State of residence or in a State which would impose no in-
heritance tax).

Real and tangible personal property owned by the decedent
in States other than that of his residence are subject to tax
in the State of location but not in the State of residence.

If, however, such assets have been transferred to a corpora-
tion, they escape tax in the State of location (since they are
no longer owned by the decedent and are not transferred upon
his death) but their value, represented in the shares owned by
the decedent, is included in the net estate for the purpose ov!’
Federal Estate Tax and the tax imposed by the State of resi-
dence.

If the bulk of the shares have
decedent prior to his death
trust, the property may pra

will
the

their

Qta
woia

a

ir
11

been disposed of by the
by nontaxable gift or transfer in
tically escape death duties. On
the other hand, if the shares are uded in the decedent’s
estate, the tax in the State of residence will ordinarily be
imposed on a larger amount and at correspondingly hi-‘:hm‘
rates than if the corporation had not been created. : 3

i

If the investor desires to dispose of the bulk of his estate
during his life by distribution of shares of the corporation
without parting with control, he may provide for the issue

EFFECT OF INCORPORATION

of non-voting as well as voting stock, retaining in his own
name a majority of the voting shares.

The formation of a corporation may or may not be ad-
vantageous from the income tax viewpoint. The rate of tax
on corporate net income (1926 Act) is 131%4%, whereas the
eraduated rate on individual net income does not exceed
15% until net income exceeds $32,000.

Assume that A, the investor, with net income' of $100,000
forms a corporation tc hold assets producing $68,000 yearly.
3efore incorporation, his income tax is $16,259.38. Subse-
quent to formation of the corporation, his tax, added to that
payable by the corporation, is as follows:

Tax on individual $32,000 net income.......... 2,239.38
Tax on corporation $68,000 net income ......... 9,180.00
Total (unless dividends are Dald) o0 ovenad $11,419.38

If, however, the assets of the corporation consisted of stock
of other domestic corporations, no income tax would be pay-
able by the corporation, since such dividends are exempt from
corporation income tax as well as from individual normal tax,
heing subject only to surtax.

Section 220 of the Revenue Act provides for a 50% penal
tax on net income of corporations formed or availed of for
the purpose of escaping the surtax on iis shareholders through
failing to distribute gains or profits accumulated in excess of
the reasonable needs of the business.

In the foregoing example, assume that the corporation paid
all of its $68,000 net income in dividends, $32,000, to A,
$32,000 to B (sole net income) and $4,000 to C (sole net in

come). The total tax would be
Corporation’s income tax (on $68,000) ...... $9,180.00
A’s tax (on $22,000 dividends plus $32,000 other
net INCOMO) ..:csvescmevissssssssssssssasne 6,239.38
s tax ($32,000 dividends) .............o000.n 1,040.00
C’S taX (NONE) .ececeecnccrssrosssosscncanscans

$16,459.38
From the foregoing illustrations it will be seen that from
the income tax viewpoint the effect of incorporation depends
largely on the class of assets transferred to the corporation
and upon the amount of dividends to be distributed to the
stockholders.

TAXABLE COMPARED WITH TAX-EXEMPT INVESTMENTS

YIELD OF TAXARLE BONDS (BEFORE TAX ALLOWANCE)
4.50 5.00 5.50 6.00 6.50 7.00 7.50
Taxable Tax on
Net Income Bracket EQUIVALENT YIELD OF TAX-EXEMPTS
$11,500 - $14,000 6%, 423 4.70 5.17 5.64 6.58 7.05
14,000 - 16,000 v 4.18 1.65 5.11 !
16,000 18 4.14 4.60 5.06 h
18,000 - 4.09 .55 5.00 5.
20,000 ,00 4.05 4.50 4.95 5.
22,000 4,000 4.00 4.45 4.89 5.2
24,000 - 3,000 3.96 4.40 4.84 5.2
000 - 000 91 4.35 4.78 5.22
- 36,000 87 4.30 473 5.16
36,000 10,000 .82 425 4.67 5.10 ).
40,000 14,000 78 4,20 4.62 5.04 .40
44,000 48,000 8 4.15 4.56 4.98 g
48,000 52,000 .69 4.10 451 4.92
52,000 56,000 34 4.05 445 4.86 5.26
56,000 60,000 30 4.00 4.40 4.80 5.20
60,000 - 64,000 .55 3.95 4.34 474 5.13
64,000 - 70,000 51 3.9 4.29 4.68 5.07
70,000 80,000 .46 3.& 4.23 4.62 5.00
80,000 - 100,000 42 418 4.56 4.94
Over 100,000 .37 4.12 4.50 4.87 5.25 L
Corporations: .89 4.76 5.10 5.62 6.06 6.49
Chaunges in taxable n2t income increase or decrease the tax at cluded in thiz $4.000, the tax charge of 18% will reduce the
the maximum rate. In comparing taxable with tax-exempt in- net yield to 4.10%.
vestments, . therefore, the taxpayer should calculate the tax on Conversely, to find the taxable yield required to equal a given
1;1'\":1[»1(3 bond interest at the maximum rate. tax-exempt yield, find the approximate tax-exempt yield on your
T'his table shows the extent to which the yield of taxable “net income” line: the corresponding taxable yield will be found

bonds is reduced %
yields being the e
For example, if
$52,000, the $4,000
the rate of 18%.

. the maximum tax charge; the remaining
ralent of interest from tax-exempt bonds.
vour net income is between $48,000 and
in this bracket will be subject to tax at
If interest from a 5% taxable bond is in-

at the head of the column. For example, with net income of
$48,000 to $52,000, you desire to purchase a taxable bond to yield
the same as a tax-exempt 4.50. At the head of the column in
which 4.51 appears, you will find that a corresponding taxable
bond must yield 5.50.

(8)




STATE INHERITANCE TAXES

(Alabama, Florida and
ARIZONA
o
BENEFICIARY GROUPS
Group 1—Husband, wife, lineal issue, lineal ancestor, adopted or
mutually acknowledged child or lineal issue thereof.
Group 2—Brother, sister, descendant of brother or sister, wife or
widow of son, husband of daughter.
Group 3—Uncle, aunt, or descendant thereof.

Group 4—Brother or sister of grandparent, or descendant thereof.

Group 5—AIll beneficiaries not included in Groups 1 to 4.

RATES OF TAX

Resident Decedent

Groupl Group?2 Group 3 Group4 Groupb
First 19 29% 3% 49, 5%
Next 2% 49%. . 6% 8% 109
Next 50,000 3% . 69, 9% 12% .159%
Next 100,000. . 197 8%.. 12%. .....16% 20%
Remainder ¥ 5%.. 109% 159% 209, .25%
Nonresident Decedent: Same rates as resident.

EXEMPTIONS

Resident Decedent
Groun 1—Wife, $£10.000: others of Group 1, $2,000 each.
Group 2—8500 each.
Group 3—$250 each.
Groun 4—S$150 each.
Gronp 5—$100 each,

Exemptions deducted from the first 5,000 subject to tax at the

initial rate.

The £10.000 exemption allowed to the wife includes all the statutory

and other allowances to which she is entitled.

When the estate consists of property both within and withont
the state only suech proportion of the exemption is allowed as the
valune of the Arizona property bears to the value of the entire estate

Transfers to domestic corporations for religions. charitable or

edueational purposes. within the State. and transfors to municipal
corporations for conntv. town or municipal purposes within the State,
are entirely exempt from tax.

Nonresident decedent:
as in case of resident.

Same as resident. Exemptions apportioned

PROPERTY TAXABLE

ATl nroperty except real and tangible personal
outside of the State.

AN

Resident decedent:
property loecated

Nonresident decedent: property within the State: money in

bank in excess of $£300. securit of domestic corporations. wherever
located. and State and municipal honds of Arizona. In the ease of
securities of domestic corporations. the tax is based only on
that proportion of the value of the secnrities which the value of the

corporate property in Arizona bears to the total property represented
by such securities

1927 LEGISLATION

The State Treasurer, Phoenix, Ariz., advises that no inheritance
tax changes were made by the legislature, which has adjourned.

Nevada levy no

death duties)

ARKANSAS

BENEFICIARY GROUPS

Group 1—Father, mother, husband, wife, child, wife or widow of
son, husbhand of daughter. adopted or mutually acknow-
ledged child, lineal descendant.

Group 2—DBrother or sister, both full and half-blood.
Group 3—All beneficiaries not included in Groups 1 and 2.
RATES OF TAX

Resident Decedent

Group 1 Group 2 Group 3

First 5,000 19, 2%.. 4%
= Next 5,000 2%%. .. 49%. . 8%
Next 15,000. . 3% 6% .12%
Next 25,000 1% 8%.. 169%
Next 25,000 5% 109 20%
Next 25,000 . 6%......129% 249,
Next 100.000. . s IO 14.9% 2897,
Next 200.000 0% 169%. . 32%
Next 500,000 90y, 189, 369%
Remainder 109, .209% 409
Nonresident decedent: Same rates as resident.
EXEMPTIONS

Resident Decedent

Gronp 1—Wife or minor child, $3.000: other beneficlaries of group,
£1.000 each.

Group 2—%$1.000 each.

Group 3—3$500 each.

The above exemptions are not allowed if the estate is large enough

to pav the tax and leave an amount equal to or greater than the
exempfions.

Widow's dower and hnshand’s enrtesy are allowed an exemption of
€5.000. unless an election is made to take mnder the will.

Transfers to sncieties, cornorations and institntions exemnt bhv law
from taxation. to any pubkie corporation. and gifts for charitable,
benevalent, edueational, pnblic or other like purposes are entirely
exempt from tax

Nonresident decedent: Txemntions apportioned in ratio of
Arkansas property to entire estate

PROPERTY TAXABLE
esident decedent: A1l pronertv excent real nroperty and tangible

personal propertv located ontside of the State.

Nonresident decedent: Real estate and tangihle nroperty, includ-

‘ne money on depnsit within the State: all intaneible personal pron-

orty. inclnding bonds. securities. shares of stock and choses in ac-
tion. kent in the State for investment. 1fe keening. or otherwise:
chares of stock of domestie cornorations whether within or withont
the State: hnt not honds of domestic or foreign cornorations or
State and municipal honds of Arkansas unless kept within the State.
Tn the ef of corporations incorporated in Arkansas as well as in

or more other States. only such pronortion of the value of the
stoek is taxahle as the corporate property in Arkansas bears to the

entire corporate property wherever located.

one

1927 LEGISLATION

The Deputy Commissioner of Revenues, Little Rock, Ark., advises
that no inheritance tax changes were made by the legislature, which
has adjourned.




CALIFORNIA

CALIFORNIA

BENEFICIARY GROUPS

Group 1—Husband, wife, lineal ancestor, lineal issue, adopted or
mutually acknowledged child or lineal issue thereof.

Group 2—Brother, sister, descendant of brother or sister, wife or
widow of son, husband of daughter.

Group 83—Uncle, aunt, or descendant thereof.

Group 4—All beneficiaries not included in Groups 1 to 3.

RATES OF TAX
Resident Decedent
Group 1 Group 2 Group 3 Group 4

Firat S B000..... . 0uuin . 19%.
Next 25,000. .. 2%
Next 50,000. ..... 4%. .
Next 100,000....... . T7%..
Next 300,000.... 10%. .
Remalnder ......... 129%

Nonresident decedent: On real and tangible personal property the
rates of tax and exemptions are the same as for a resident decedent.
Stock of domestic corporations (except where reciprocal exemption
applies) is taxed at the flat rate of 29, without exemption or other
deductions.

EXEMPTIONS
Resident Decedent
Group 1—Wife or minor child, $24,000 each; other beneficlarles of
group, $10,000 each.
Group 2—$2,000 each.
Group 3—S5$1,000 each.
Group 4—$500 each.

The above exemptions are deducted from the first $25.000 subiect
to tax at the Initial rate.

All property transferred by a decedent to a beneficlary of Groun
1, upon which an inheritance tax has been paid within five vears,
is exempt from tax, provided the decedent recelved such pronertv
from another decedent of the same groun. This exemption s tn ho
dedneted from the aggregate amount of property transforred. anA
the remainder of the pronerty taxed at the rates at which i+ wanla
have heen taxed had mo exemption heen allowed.

Transfers to socleties, cornorations and institutions exemnt hv Tave
from taxation. to any pubhle corporation. and eifts for charitahla,
benevolent. educational. pnblic or other like purpose to a domestie
corporation or Institution for use within the State, are entirely ex-
empnt from tax.

Nonresident

decedent: Real and tangible personal property, same
exemntions as

regident. Stock of domestic corporations, no ex-

emption (unless reciproecal).
PROPERTY TAXABLE
Resident decedent: All  property excent real and tangible
personal vnroperty located outside of the State.
Nonresident decedent: Only real and tangible personal vmroperty

and_ stock of domestie corporations are subject to tax. Monev in
bank, honds, mortgages and other intangible personal rroperty are
not subject to tax, whether in California for business

il . Turposes or
otherwise.

1927 LEGI

ATION

Reciprocal exemption (effective July 4, 1927) : Sec, 2. A new section
is hereby added to said inheritance tax act to be numbered 61 and
to read as follows:

Sec. 6%. The tax imposed by this aect in respect of intanegible
personal property shall not be pavable if the decedent is a resident
of a state or territory of the United States which at the time of his
death did not Impose a legacy or snccession tax or a death tax of
any character in resnect of intaneible personal propertv within said
state or territorv of residents of this state. or if the laws of the
state or territory of residence of the decedent at the time of his
death contained a recinroeal provision under which nonresidents
were evemnted from legacy or succession taxes or death taxes of
every character in respect of intangible personal pronerty nroviding
the state or territory of residence of such nonresidents allowed a
similar exemntion to residents of the state or territorv of residence
of such decedent. For the nurposes of this section the District of
Columbia shall be considered a territory of the United States.

Adinstment for 809, Seec. 3. A new section is hereby added
to said to be numbered 23, and to read as
follows :

See. 23%. (1) Where the tax imposed by this aet is of a lesser
amount than the maximum credit of eighty per cent 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 act shall be in
ereased so that the amount of tax due this state shall be the maximum
amount of the credit allowed under said federal estate tax aect.
Said additional tax shall be paid out of the same funds as any other
ordinary charge against the estate.

credit:
inheritance tax act

(2) Where no tax is

; imposed by this act because of the exemp-
tions herein and a tax is due the United States under the federal
estate tax act then a tax shall be due this state equal to the maxi-
mum amount of the credit allowed under said federar estate tax act.

(3) Should the amount of tax in this act increased by this sec-
tion be afterwards found to be more than the maximum credit
allowed under the federal estate tax act, then any excess over and

above the said maximum credit shall be refunded as is prov
in section 11 of this act, **** provided

COLORADO

BENEFICIARY GROUPS

Groun 1—Father. mother, husband, wife, child, adopted child. Iineal
descendant.

Group 2—Wife or widow of son, hushand or widower of daughter,
grandfather, grandmother, brother or sister, both full and
half-blood, mutually acknowledged child, step-child.

Group 83—Uncle, aunt, nephew, niece, or lineal descendant thereof.

Group 4—All beneficiaries not included in Groups 1 to 3, unless
exempt.
RATES OF TAX
Resident Decedent
Transfer in Excess of Exemption
Exceeding Not Exceeding Group I Group II Group III Group IV
BT s SRR R YRR $ 2,500 2% 3%

e Yo 4% %
2,500

5,000 2 3 5 8
¥ SR CIEEE 10,000 2 3 6 9
BALO00 - s, oL vol N 15,000 2 5 i 10
15,000 ... 20,000 2 5 8 12
20,000 ... 25,000 2 5 9 12
20000 30,000 2 7 9 14
LA U e 40,000 2 7 10 14
BOBD. o, ¢ Sas e s 50,000 2 T 11 14
50,000 75,000 4 g 12 14
75,000 100,000 5 7 12 14
100,000 150,000 7 8 12 1+
150,000 200,000 TY 8 12 14
QIIRE oL SN 250,000 % 10 12 12
250,000 . St 500,000 T, 10 13 14
Ixceeding 500,000 T 10 14 16
EXEMPTIONS

(Deduct from total share before computation).
Resldent Decedent

Group 1—Wife, $20,000; other beneficiaries of group, $10,000 each.
Group 2—%$2.000 each.
Group 3—3$500 each unless share exceeds that amount.
ceeds $500 then no exemption 1s allowed.
Group 4—8$500 each unless share exceeds that amount.
ceeds $500 then no exemption is allowed.
Nonresident decedent: Same exemptions as resident.

Transfers exempt: All transfers to or for the use of the United
States, any State, territory or political subdivision thereof, the Dis-
trict of Columbia, any public institution for exclusively public pur-
poses, or any corporation, institution, society, association, or trust,
wheresoever incorporated or organized. formed for charitable, edu-
cational, or religious purposes, provided that the property trans-
ferred is to be used exclusively for one or more of such purposes.

If a transfer includes property upon transfer of which to the
present transferor a tax was previously and within three years
imposed by the State of Colorado, or property received in exchange
for such property, a credit for the amount of such tax will be allowed
on the present transfer. apportionad among the bheneficiaries accord-
ing to and not to exceed the amount which each is liable to pay with
respect to such property on the present transfer.

PROPERTY TAXABLE

Resldent decedent: All property except real
personal property located outside of the State.

Nonresident decedent: Real property situated in the State; tan-
gible personal property which has an actual situs in the State.

ADDITIONAL ESTATE TAX

(On net estates of residents in excess of $1,000,000.)

An additional tax is imposed on transfers from residents whose
net estates subject to Tederal Bstate Tax exceed $1,000,000. This tax
is 809 of the amount of the Federal Estate Tax on property taxable
in Colorado, less credits for death duties paid to Colorado and other
States or territories with respect to property included in the gross
estate. In no event may this additional tax exceed the difference
between the maximum ecredit (809%) allowed against the Federal
Estate Tax and the aggregate of the credits above mentioned. This
tax is to be imposed only so long as the Federal Estate Tax allows
a credit of 809% for death duties paid to States or territories or the
District of Columbia.

If share ex-

If share ex-

and tangible

‘1927 LEGISLATION

Act imposing above provisions approved April 4, 1927. (Note that
inheritance tax is now progressive instead of at “peak rate” deter-
mined by amount of transfer.)
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CONNECTICUT

DELAWARE

BENEFICIARY GROUPS

1—Parent, grandparent, husband, wife, lineal descendant,
adopted child or lineal descendant thereof, adoptive parent.
Group 2—Husband or wife of any child, stepchild, brother or siste)
of full or halfblood, descendant of such brother or sister.

Group 3—All beneficiaries not included in Groups 1 and 2.

Group

RATES OF TAX

Resident Decedent

Group 1 Group 2 Group 3
I

it ‘$:20000. ... ..0..s. 2%...... 5%
Next T000.C., el f 3%.e.... 6%

Next 0000 7. d sy e . 3% 4%. . . 1%
Remainder ......... . 5%...... 8%
Nonresident decedent: Real estate, rates same as in case of resi-
dent. FPersonal property (as described under “Property Taxable”),

2%.

EXEMPTIONS
Resident Decedent
Group 1—A single exemption of $10,000 to the entire group.
Group 2—A single exemption of $3,000 to the entire group.
Group 3—A single exemption of $500 to the entire group.

It should be noted that the above rates and exemptions apply to
sach group as a unit and not to each individual member of the group.
I'ne exemptions are deducted from the first $25,000 subject to tax
at the initial rate.

T'ransfers for religious, educational or missionary purposes either
within or without the State, or to domestic corporations and in-
stitutions receiving State aid, to municipal corporations for public
purposes within the State, and gifts of pictures, books, and .other
works of art to domestic corporations and institutions for preserva-
tion and free exhibition, are entirely exempt from tax. Gifts oot
exceeding $300 in value to any association or corporation in trust
for the perpetual care of cemetery plots are also exempt.

Nonresident decedent: Real estate: Same exemptions as resident ;
personal property ; see “Property Taxable.”

PROPERTY TAXABLE

Resident decedent: All property except real and tangible
personal property located outside of the State.
CONNECTICUT

Nonresident decedent: All real and tangible personal property
located in the State is subject to tax in the same manner and at the
same rates as provided for resident decedents.

Money on deposit within the State, and all

stocks or registered
obligations of domestic corporations or

national banks located in
a flat rate of 29 without exemption
corporations incorporated in Con-
more other States, the stock is tax-

the State, are subject to tax at
or deduction. In the
necticut
able

case of
as well as in one or
at its full value.
exemption: Money on deposit, stocks or
of domestic corporations or national banks
are exempt if the State of decedent’s

registered
located in
domicile does not

impose an inheritance tax upon such property of sidents  of
Connecticut. (The word “State” here includes any Territory, the

District of Columbia, or any foreign country.)

1527 LEGISLATION

b Iinclosed please find a copy of Substitute House Bill No.

94 now pending in the legislature. It corrects some features of the

reciprocal relationship and it follows the ruling of the Frick estate

making tangible personal property of a non-resident subject to tax.”

—Letter to Sinclair, Murray & Co., Inc., March 28, 1927, from Farwell
Knapp, Assistant Tax Commissioner, Hartford, Conn.

“This is to acknowledge receipt of

your letter of April 14th.
To this date I understand

there have been no further changes to be
noted in regard to pending legislation in Connecticut. I might
add that this department has just received permission from the
United States Supreme Court te review the decision of the Con-
necticut court in the case of William H. Blodgett vs. Arthur Silber-
man et al. (Hirsch estate). The Connecticut court decided that the
situs of municipal and government bonds was where the bonds hap-
pen to be located. On this point we have appealed to the United
States Supreme Court and a writ of certiorari was granted Monday
this week. This information may be of value to you.”—Letter to
Sinclair, Murray & Co., Inc., April 20, 1927, from Farwell Knapp,
Assistant Tax Commissioner, Hartford, Conn,

BENEFICIARY GROUPS

@roup 1—Parent, grandparent, husband, wife, child by birth, wife

or widow of son, husband of daughter, adopted child,
lineal descendant.

Group 2—Brother or sister, either whole or half-blood, of decedent

or of decedent’s parent or grandparent, lineal descendant
of such brother or sister.

Group 8—All beneficiaries not included in Groups 1 and 2.

RATES OF TAX
Resident Decedent

Group 1 Group 2 Group 8
First § 25,000............ o B iy B vk 5%
Next B,000....... % . g eees 69

Next RO AT,
Next 100,000....
Remainder ...... -

Nonresident decedent: Sa

e as resident.

EXEMPTIONS

Resident Decedent
Group 1—3$3,000 each,
Group 2—§1,000 each.
Group 8—No exemption.

The above exemptions are deducted from the first $25,000 subject
to tax at the initial rate.

Transfers to charitable, educational, historical or religious socleties
or institutions, to cities or towns for public improvements, and to
school districts or library commissions, are entirely exempt from tax.

Nonresident decedent: Same as resident.

PROPERTY

Resident decedent: All property except real
personal property located outside of the State.

Nonresident decedent: All property within the State, except stock
of a domestic corporation, is subject to tax. In practice, however,
no tax is imposed on intangible personal property of a nonresident
decedent where no administration is taken out in the State.

TAXABLE

and tangible

1927 LEGISLATION

ESTATE TAX
imposed upon idents, equal to 80% of the
‘ with credit for inberitance taxes paid to Dela
ware and succession taxes paid to any other State, Territory or the
District of Columbia.

GEORGIA

Georgia imposes an estate tax against the estates of resident de
eedents,

This tax is 809% of the Federal Estate T
taxable In Georgia.

In view of the fact that estates of $100,000 or 1

iesS are exempt from
the Federpl Estate Tax, such estates would also be exempt from tax
in Georgia.

No tax is imposed against property in Georgia left by nonresident
decedents.

ax imposed upon property

1927 LEGISLATION

The legislature convenes June 22,

State Tax Commissioner advises that
Tax Law are likely to be made.

1927. In session 60 days. The
no amendmengs to the Estate
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IDAHO

BENEFICIARY GROUPS

Group 1—Husband, wife, lineal issue, lineal ancestor, adopted or
mutually acknowledged child or lineal issue thereof.

Group 2—Brother or sister, descendant of brother or sister, wife or
widow of son, husband of daughter.

Group 8—Uncle, aunt, or descendant thereof.

Group 4—Brother or sister of grandfather or
descendant thereof.

Group 6—All beneficiaries not included in Groups 1 to 4.

grandmother, or

RATES OF TAX

Resident Decedent

First § 25,000..

Next 25,000....
Next 50,000. .

Next 400,000...
Remainder .. ......a

Nonresident decedent:

EXEMPTIONS

Resident Decedent

Group 1—Wife or minor child, $10,000 each; other beneficiaries of
group, $4,000 each.

Group 2—$2,000 each,

Group 3—$1,500 each.

Group 4—$1,000 each,

Group 5—$500 each.

The Attorney General has rendered an opinion that the above
exemptions are to be deducted from the first $25,000 subject to tax
at the initial rate.

Transfers to societies, corporations and institutions exempt by
law from taxation, to public corporations, and gifts for charitable,
benevolent, educational, public or other like purposes, are entirely
exempt from tax,

Nonresident decedent: Same as resident.

PROPERTY TAXABLE

Resident decedent: All property except real
personal property located outside of the State.

Nonresident decedent: All property within the State, money in
bank, stock of domestic corporations. It would appear, however,
that no tax could be imposed against the estate of a nonresident
decedent unless it is probated in Idaho and the property passes by
will or Intestate laws.

and tangible

1927 LEGISLATION

The Attm"noy General advises that no inheritance tax changes were
made by the legislature, which has adjourned.

ILLINOIS

BENEFICIARY GROUPS

Group 1—Tather, mother, lineal ancestor, husband, wife, child
brother, sister, wife or widow of son, husband of daughter,
adopted or mutually acknowledged child, lineal descendant.

Group 2—Uncle, aunt, niece, nephew, lineal descendant thereof.

Group 3—All beneficiaries not included in Groups 1 and 2.

RATES OF TAX
Resident Decedent
Group 1 Group 2 Group 8

First § 20,000 2% AR 10%
Next 30,000. ; 29 e B s 12%
Next 20,000. . 4% AN 16%
Next 30,000. 4% 2298 - oo 16%.
Next 50,000. 4%. . 129 .0 s 20%
Next 20,000 6%. 229224 o' 4 24%
Next 80,000 B0k« vies MO . Y s 249%
Next 250,000. 10% 100 e . 30%
Remainder 14%. ..... 0% ..., 30%

Nonresident decedent: Same as resident.

EXEMPTIONS

Resldent Decedent
Group 1—Brother or sister, $10,000 each; other beneflciaries of group,
$20,000 each.

Group 2—$§500 each.
Group 3—$100 each.

The above exemptions are deducted from the share of the bene-
ficlary before the computation of tax 1s begun.

Gifts for hospital, religious, educational, bible, missionary, tract,
sclentific, benevolent or charitable purposes to domestic institutions

or corporations for use within the State, are entirely exempt
from tax.

Nonresident decedent: Same as resident.

PROPERTY TAXABLE
Resident Decedent

Resident decedent: All property except real and tangible
personal property located outside of the State.

Nonresident decedent: All property within the State, money in

bank, stock of domestic corporations. State and municipal bonds
of Illinois and bonds of domestic corporations are not taxable unless
kept within the State. In the case of corporations incorporated in
Illinois as well as in one or more other States, only such proportion
of the value of the stock is taxable as the value of the corporate
property in Illinois bears to the value of entire corporate propert:
wherever located.

Reciprocal exemption provision (added to Sec, 1) effective July 1,
19 The tax imposed by this act in respect of personal property
aving an actual situs in this State, shall not be payable (1) if the
1sferor at the fime of his death was a resident of a State or
ritory which at the time of his death did not impose a transfer
tax or death tax of any character in respect of personal property of
residents of this State other than tangible personal property having
an actual situs in such State or Territory or (2) if the laws of the
State or Territory of residence of the transferor at the time of his
death contained a reciprocal provision under which nonresidents were
exempted from transfer taxes or death taxes of every character in
respect of personal property (other than tangible personal property
having an actual situs therein) provided the State or Territory of
residence of such nonresident allowed a similar exemption to the
residents of the State or Territory of residence of such transferor.
For the purpose of this section the District of Columbia and pos-
sessions of the United States shall be considered territories of the
United States.

1927 LEGISLATION

The Attorney General of Illinois has handed me your telegram
for reply with reference to the construction of the Illinois Recipro-
cal Exemption Provision as it applies to the inheritance tax on
estates of nonresident decedents.

“Replying to your first question, our reciprocal provision exempts
only intangible property of nonresidents, where such property is
exempt in the state of the decedent’s residence as to residents of
Illinois,

“The situation is the same as to charitable bequests to foreign
corporations as heretofore. Under the Illinois Supreme Court de-
cisions they are subect to tax. The bill purporting to amend this
portion of the Inheritance Tax Law apparently was tabled.”—Letter
to Sinclair, Murray & Co., Inc., 5, 1927, from Nathaniel See-

June 25,
furth, for Attorney General, Chicago, Ill.
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INDIANA

IOWA

BENEFICIARY GROUPS

Group 1—Husband, wife, lineal issue, lineal ancestor, adopted or
mutually acknowledged child or lineal issue thereof.

Group 2—Brother or sister or descendant thereof, wife or widow of
son, husband of daughter.

Group 3—Uncle or aunt or descendant thereof.

Group 4—Brother or sister of grandfather or grandmother or de-
scendant thereof.

Group 5—All beneficiaries not included in Groups 1 te 4.

RATES OF TAX
Resident Decedent

Groupl Group2 Group3 Group4 Groupsd
First § 25,000..cc00.000000 1%ce. e 2%..0000 3% L TR 5%
Next 25,000. . .o 3 ee 0%..0000 8%.. 09
Next 250,000 12% 15%
Remainder

R . 16%......20%
Nonresident decedent: Same as resident.

EXEMPTIONS

Resldent Decedent
Group 1—Wife, $15,000; child under 18 years of age,
other beneficiaries of group, $2,000 each.
Group 2—8§500 each.
Group 3—$250 each.
Group 4—§$150 each.
Group 5—$100 each.

The above exemptions are deducted from the first $25,000 subject
to tax at the initial rate.

Transfers to municipal corporations for public purposes, and gifts
for religious, charitable or educational purposes, within the State,
are entirely exempt from tax.

Estates of less than $25,000 in vaiue belonging to decedents who
died in the military or naval service of the United States, or within
one year after the termination of the war from injuries or disease
contracted in such service, are also entirely exempt.

A probate court has held that where the same beneficiary receives
two separate transfers, one by gift and another by will or intestate
laws, each transfer should be treated separately and two exemptions
granted. The taxing authorities of the State hold otherwise.

Nonresident decedent: Same as resident.

$5,000; all

PROPERTY TAXABLE

Resident decedent:..All property except real and tangible property
located outside of the State.

Nonresident decedent: All tangible property within the State,
and all intangible property within the State transferred by will or
intestate laws, is subject to tax. Intangible property within the
State includes money in bank and stock of domestic corporations.
Stock of foreign corporations, bonds of domestic and foreign corpora-
tions, and State and municipal bonds of Indiana, are taxable only if
physically located in the State. In the case of stock of corporations
incorporated in Indiana as well as in one or more other States, only
such proportion of the value of the stock is taxable as the corporate

property in Indiana bears to the entire corporate property wher-
evar located.

1927 LEGISLATION

The Inheritance Tax Administrator advises that a bill was before
the General Assembly providing for change of rates, reciprocal
exemption and other matters, but was defeated, and that the legis-
lature adjourned without making an¥ changes to the present act.

BENEFICIARY GROUPS

Group 1—Wife, husband, father, mother, child, adopted child, ille-
gitimate child, lineal descendant.

Group 2—All other beneficiaries except non-resident allens.

Group 8—Non-resident aliens related to the decedent as follows:
Wife, husband, father, mother, brother, sister, child,
adopted child, illegitimate child, lineal descendant.

Group 4—All other non-resident aliens.

RATES OF TAX
Resident Decedent

Group 1 Group 2 Group 8 Group 4
First $15,000 S o 10% 20%
Next 15,000. . 5%. . 20%
Next 2000, .. . ... 20%
Next 30,000. ..... 20%
Next 25,000 20%
Next 5,000 6% . . 20%
Next 60,000 59 20%
Next 35,000. . 6%. . .20%
Next 25,000 T%. . .20%
Next 60,000 7% 20%

Remainder ......... o ...
Nonresident decedent: Same as resident.

EXEMPTIONS

Resident Decedent

Group 1—$15,000 to each beneficiary of group. <This exemption is
deducted from the share of the beneficiary before the com-
putation of tax is begun.

Group 2—$1,000 to the entire group, unlesg the net value of the estate
passing to the group exceeds that amount, in which case
no exemption is &allowed.

Group 3 and 4, no exemption.

The statutory distributive share passing to the surviving spouse,
which is one-third of all the property of the decedent, is exempt from
tax, This exemption is in addition c¢o the regular exemption of
$15,000 allowed to the husband or wife.

In case any child does not survive the decedent, or if sufficient
property does not pass tc a child to equal the exemption to whieh
such child is entitled, then the property passing to such child, if
any, and the amount passing to the spouse or lineal descendant of
the child shall be treated collectively as one inheritance, and the

persons receiving such collective inheritance shall collectively be
entitled to the same exemption, prorated according to the share
passing to each person.

Property upon which an Iowa inheritance tax has been pald with-
in 2 years is exempt from tax.

Transfers to educational, religious, and humane socleties and in-
stitutions, to cemetery associations, to public libraries and art gal-
leries, not operated for gain. io hospitals, or to trustees for such
uses, all within the State, or to municipal corporations for public
purposes, and transfers for purposes of public charity or to
fraternal charitable institutions not operated for profit, are exempt.

Bequests for the care and maintenance of a burial lot of the dece-
dent or his family, and bequests not exceeding $50¢ for religious ser-
vices for the testator or a person named in his will, are exempt.

Nonresident decedent: Same as resident.

PROPERTY TAXABLE
Resident decedent: All property except real and tangible personai
property located outside of the State
Nonresident decedent: All property within the jurisdiction of the
State, including property brought into the State and made subject

to the jurisdiction of the courts; money in bank, securities of
domestic corporations, securities of foreign corporations If kept
within the State, and State and municipal bonds of Iowa. Stock of

corporations incorporated in Iowa as well as in one or more other
States taxed at full value.

1927 LEGISLATION

The Inheritance Tax Examiner advises that pending bill

deals
only with administrative feature.
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KANSAS

m—— e e e s

KENTUCKY

—

BENEFICIARY GROUPS

Group 1—Wife.

Group 2—Husband, lineal ancestor, lineal descendant, adopted child
or lineal descendant thereof, wife or widow of son, husband
of daughter.

Group 83—DBrother, sister.

Group 4—All beneficiaries not included in Groups 1 to 3.

RATES OF TAX
Resident Decedent

Group 1 Group 2 Group 3 Group 4
First $25,000.............%%...... 199 34 onn S o e 5%
Next 25,000. .. o BB ¢ 250 o I s 5 5w I von b VNI
Next R R I s 3% A% %......10%
Next 400,000. . AT | EeSr Y% 10%....12% %
Remainder ......... ns o M e o 7 5s: o 5%....12%%...... 15%

Nonresident decedent: Same as resident.

EXEMPTIONS
Resldent Decedent
Group 1—§75,000.
Group 2—$15,000 each,
Group 3—§5,000 each,
Group 4—No exemption.

The above exemptions are deducted from the share of the bene-
ficiary before the computation of tax is begun.

When the share of any beneficiary is less than $200, in excess of
the exemption, no tax is imposed.

If an estate consists of property both within and without the State,
only such proportion of the exemptions is allowed as the value of the
Kansas property bears to the value of the entire estate wherever
located.

When provision is made by will or other instrument for the pay-
ment of the tax upon any gift out of property other than that so
given, the money applied in payment of such tax is exempt,

Transfers to the State of Kansas or to any county or municipality
thercof for public purposes, and gifts for literary, educational,
scientific, religious, benevolent and charitable purposes, within the
State, provided the use exempts such property from other taxation,
are entirely exempt from tax.

Nonresident decedent: Exemptions apportioned in ratio of Kansas
property to entire estate.

PROPERTY TAXABLE

Resident decedent: All property except real and tangible personal
property located outside of the State.

Nonresident decedent: All property within the State:
domestic corporations. Other intangible property, ’
in bank, notes and mortgages, is taxable only if i
situs in the State. State and
subject to tax.

stock of
such as money
has a business
municipal bonds of Kansas are not

1927 LEGISLATION

The Public Service Commission, Tax Department, advises that no
changes were made in the law taxing legacies and successions in
Kansas by the session of the legislature ended March 23, 1927.

BENEFICIARY GROUPS

Group 1—Husband, wife, lineal ancestor, lineal descendant, adopted
child, mutually acknowledged child, step-child, daughter-in-
law, son-in-law, lineal issue of adopted child, mutually
acknowledged child or step-child.

Group 2—Brother, sister, brother-in-law, sister-in-law, nephew, niece,
or lineal descendant thereof, wife or widow of nephew, hus-
band of niece, niece-in-law, nephew-in-law, uncle, aunt;
religious, charitable, educational and State institutions
within the United States but not within Kentucky.

Group 8—All beneficiaries not included in Groups 1 and 2.

RATES OF TAX

Resident Decedent

Group 1 Group 2

SRR ., Sty rsibeeny . 1% 29
25,000. .. ; . 3%
50,000
150,000. . ..
250,000
<o;000. ... i
250,000. ........
1,000,000........:
1,000,000
1,000,000; .. . ... .
1,000,000 Ao
L0000 . ', v iv
1,000,000
1,000,000
2,000,000.

Remainder

Group $
6

Nonresident decedent: Real
personal property, 2%.
EXEMPTIONS
Resident Decedent
Group 1—Wife, $20,000; minors, $10,000 each; other beneficiaries of
group, $5,000 each.
Group 2—DBrother, sister, brother-in-law, sister-in-law, uncle, aunt,
$2,000 each; all other beneficiaries of group, $500 each.
Group 3—$500 each.

The above exemptions are deducted from the first $25,000 subject,
to tax at the initial rate.

All property transferred to a beneficiary of Group 1, upon which
an inheritance tax has been paid within two years, is exempt from
tax, provided the decedent received such property from another
decedent of the same group. This exemption shall not apply in favor
of a person who becomes a member of Group 1 by marriage con-
tracted within such two-year period, and shall not exceed the
appraised value on which the inheritance tax in the case of the first
decedent was based.

Transfers to municipal corporations for public purposes, and to
educational, religious, and charitable institutions not operated for
profit, all within the State, are entirely exempt from tax.

Nonresident decedent: Rcal property, same exemptions as resi-
dent; personal property, no exemption,

PROPERTY TAXABLE

Resident decedent: All property except real and tangible personal
property located outside of the State.
Nonresident decedent: All real property located in the State is
subject to tax in the same manner and at the same rates and exemp-
tlons provided for resident decedents.

Tangible personal property within the jurisdiction of the State and
stock of domestic corporations, wherever located, is subject to tax of
a flat rate of 2% without exemption or deduction.

1927 LEGISLATION

Legislature will not convene until January 2, 1928, unless a special
term is called.

(14)




LOUISIANA

BENEFICIARY GROUPS
Group 1—Direct descendant by blood or affinity, ascendant, and
wife, adopted child. o Ak
Group 2—Collateral relative, including brother or sister by affintiy.
Group 83—All beneficiaries not including in Groups 1 and 2.

RATES OF TAX
Resident Decedent
g $ Group 1 Group 2 Group 8
et ' Q OB & s NO TRXooses OW... <. B%
Next 000D 5 oiiviie s e BPWssveaa 5%......10%
Remainder ..... SR o Do I s T%......10%
Nonresident decedent: Same rates as resident.

EXEMPTIONS

Resident Decedent
Group 1—$5,000 each.
Group 2—3$1,000 each,
Group 3—$500 each.

The above exemptions are deducted from the first $5,000

[ > X subject
tax at the initial rate, with the exception of Group 1 wheie tltlz
amount of exemption equals the first bracket.

Trqnsfors to charitable, religious or educational institutions within
the State are entirely exempt from tax.

Nonresident decedent: Same exemptions as resident.

PROPERTY TAXABLE

Resident decedent: All property except real and tangible personal

property located outside of the State.
Nonresident decedent: All property within the State, including
money in bank. Stocks and bonds of domestic as well as foreign

vurp(wrutinnﬁ, and State and municipal bonds of Louisiana, are tax-
able only if kept within the State.

MAINE

BENEFICIARY GROUPS
Group 1—Husband, wife, lineal ancestor, lineal descendant, adopted
child, adoptive parent, wife or widow of son, husband of
daughter.
Group 2—Brother, sister,
Group 3—All beneficiaries

nephew, niece, cousin.
sroups 1 and 2.

uncle, aunt,
not included in

RATES OF TAX
Resident Decedent

Group 1 Group 2 Group 3

$50,000 or less ...... O RS RT | R 5%
100,000 or less ...... 1% % 4% %...... 6%
Over $100,000 e o 3. SO | TR 7%
Nonresident decedent: Same as resident.
EXEMPTIONS
Resident Decedent
Group 1—Father, mother, husband, wife, child, adopted child or

adoptive parent, $10,000 each; other beneficiaries of group,
$500 each.
2—8$500 each.
3roup 3—$500 each.
Transfers to educational, charitable, religious or benevolent in-
stitutions within the State are entirely exempt from tax.
Exemptions apportioned in rates of Maine

Group

Nonresident decedent:
property to entire estate.

PROPERTY TAXABLE

Nonresident decedent: All property except real and tangible
personal property located outside of the State.
Nonresident decedent: All property within the State. money in

bank. securities of domestic corporations, and State and municipal
bonds of Maine. In the case of stock of railroads, street railways.
telephone and telegraph companies. incornorated in Maine as well
as in one or more other States. only such proportion of the value
of the stock is taxable as the corporate property in Maine bears to
the entire corporate propertv wherever located.

Reciprocal exemption. (Effective after July 1, 1928): The tax im-
posed by section 1 shall not be payable in respect of intangible per-
sonal property if the decedent is a resident of a state or territory
of the United States which at the time of his death did not impose
a legacy or succession tax or a death tax of any character in respect
of intangible personal property within said State or territory on
residents of this State, or if the laws of the State or territory of
residence of the decedent at the time of his death contained a
reciprocal provision under which nonresidents were exempted from
legacy or succession taxes or death taxes of every character in
respect of intangible personal property providing the State or terri-
tory of residence of such nonresidents allowed a similar exemption
to residents of the State or territory of residence of such decedent.
For the purposes of this section the Distriet of Columbia shall be
considered a territory of the United States. The provisions of this
section shall apply only to the estates of nonresidents who die after
July first, nineteen hundred twenty-eight.

ESTATE TAX
An estate tax is imposed (residents only) on transfers of estates
subject to the leral Estate Ta equal to the amount, if any, by
which 809% of Federal Estate Tax exceeds the total inheritance,
legacy or succession taxes paid to the several States.
1927 LEGISLATION
Reciprocal exemption and estate tax




MARYLAND

MASSACHUSETTS

BENEFICIARY GROUPS

Group 1-—Father, mother, husband, wife, child, lineal descendant. An
adopted child is included in this group. A step-child is
not included.

Group 2—All beneficiaries not included in Group 1.
RATES OF TAX

Resident Decedent
Group 1
Entirely exempt.

Nonresident decedent:

Group 2
A flat rate of 5%

Same as resident.

EXEMPTIONS
Resident Decedent
Group 1—Entirely exempt.
Group 2—Exempt if entire estate of decedent is valued at less than

$500. If estate exceeds $500 in value then no exemption is
allowed.

Transfers to the City of Baltimore or to any county or municipality
of the State are entirely exempt from tax.

Nonresident decedent: Same as resident.

PROPERTY TAXABLE

Resident decedent: All property within the State.

Nonresident decedent: Only tangible property within the State is
tuxable. This includes mortgages on Maryland real estate and notes
secured by such mortgages. It does not include money in bank.
securities of domestic corporations or State and municipal bonds
of Maryland.

m

‘he rates of tax and exemptions are the same as in the case of a
resident decedent. Although no tax is imposed upon the transfer of

stock t»f’ a domestic ition or other intangible property of a
nonresident de-:edent, of corporations other than “ordinary
business corporations” cannot be transferred until the tax ll[mi’l
the commissions of the executor or administrator has been paid.

The rates of this tax are 19, on the first $20,000 of the estate and
one-fifth of 19% on the balance of the estate

1927 LEGISLATION

(Effective June 1, 1927)

Reciprocal Exemption (Senate Bill No. 104, Approved April 5, 1927):
Section 148-A. Except as to tangible personal property having an
actual situs in the State of Maryland, no tax on commissions of
executors or administrators of non-resident decedents, and no in-
heritance, estate, or death or transfer tax of any character, in respect
of personal property (including also therein mortgages upon real or
personal property located wi the State of Maryland) of non-
resident decedents, shall be pa le (a) if the decedent at the time
of his death was a resident of a state or territory of the United States
or of any forelgn country, which at the time of the distribution,
transfer, or other disposition of such personal property of such
decedent in Maryland did not impose a transfer tax or death tax of
any character in respect of personal property of residents of this
state (except tangible personal property having an actual situs in
such state or territory or foreign country), or, (b) if the laws of
the state, territory or country of residence of the decedent at the
time of such distribution, transfer or other disposition contained a
reciprocal exemption provision under which residents of Marvland
are exempted from transfer taxes or death taxes of every character
in respect of personal property (except tangible personal property
having an actual situs in such state or territory or foreign country)
provided the State of Maryland allows a similar exemption to resi-
dents of the state, territory or country of residence of such decedent
For the purposes of this section the Distriet of Columbia and pos:
sessions of the United States shall be considered territories of the
United States. Nothing herein shall be construed to subject to taxa-
tion anything heretofore exempt therefrom; and any and all laws
or parts of laws of Maryland in c¢ontliet or inconsistent with 1he
provisions of this Section 148-A are hereby repealed to the extenf
of such conflict or inconsistency. k

i

BENEFICIARY GROUPS ’

Group 1—Husband, wife, father, mother, child, adopted child, adop-
tive parent, grandchild.

Group 2—Lineal ancestor except father and mother, lineal descendant
except child and grandchild, lineal descendant of adopted
child, lineal ancestor of adoptive parent, wife or widow of
son, husband of daughter.

Group 83—Brother, sister, half brother,
step-child, step-parent.

Group 4—All beneficiaries not included in Groups 1 to 3.

RATES OF TAX
Resident Decedent

Group 1 Group 2 Group 3 Group 4
7 ] . .

half sister, nephew, niece,

First § 10,000 1% . o PR % . . . 6%

Next 1%. 2%.

Next 2%. 49%. .

Next 4%. 5%..

Next 5%...... 0%.

Next 5%%.. o T

Next Fuidy .6%...... 8%. A y

Remainder ......... A T% P .- ax. 129% 129
Nonresident decedent: Same rates s resident.

EXEMPTIONS

Resident Decedent
Group 1—Grandchild, $1,000; other beneficiaries of group,
each.
Group 2—$1,000 each,
Group 3—$1,000 each.
Group 4—$1,000 each.

The above exemptions are not allowed if the share of the bene-
ficiary exceeds the amount of the exemption, except that the tax im-
posed shall not reduce the share below the amount of the exemption.

When provision is made by will or other instrument for the pay-
ment of the tax upon any gift out of property other than that so
given, the money applied in payment of such tax is exempt.

Transfers to charitable, educational or religious societies or in-
stitutions, exempt by Massachusetts laws from taxation, to the State
or any town therein for public purposes. and gifts for charitable
purposes within the State, are entirely exempt from tax.

Nonresident decedent: Same as resident.

PROPERTY TAXABLE
Resident decedent: All property except real and tangible personal
property located outside of the State.
Nonresident decedent: Only real estate and tang:i])]o personal
property situated in Massachusetts. (Effective retroactively to De-
cember 1, 1926.)

$10.000

1927 LEGISLATION

Estate Tax: ‘‘Massachusetts has this year passed a permanent
estate tax law to take up the 809% slack of the Federal law so long
as the Federal estate tax is in existence. (Chapter 178, 1927.)

Intangible personal property of nonresidents exempt: ‘‘Massachu-
setts has passed a law providing that as of December 1, 1926, there
will be no inheritance tax on nonresident decedents on other than
real estate and tangible personal property situated in Massachusetts.
(Chapter 156, 1927.)

“There has been no change in the rate of taxation and no other
amendments to the inheritance tax law of this Commonwealth.”—
Letter to Sinclair, Murray & Co., Inc.,, April 16, 1927, from Henry
F. Long, Commissioner of Corporations and Taxation, Boston, Mass.
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MICHIGAN

BENEFICIARY GROUPS
Group 1—Grandfather, grandmother, father, mother, husband, wife,
child, brother, sister, wife or widow of son, husband of

daughter, adopted or mutually acknowledged child, lineal
descendant.

Group 2—Nonresident alien collaterals or strangers in blood, corpor-
ations not incorporated in the United States.
Group 3—All beneficiaries not included in Groups 1 and 2

RATES OF TAX

Resident Decedent

Group 1 Group 2 Group 8
First o 5

850,000, .00i0 000 1%......25%...... 6%
Next 200,000. ....... 2%. 25%......10%
Next o ... 49 25% . ..10%
Next 250,000. ....... abiae 890 P%......15%
Remainder AT 8%... %. 5%

Real property transferred to Group 1 beneficiaries
of the rates specified for that group.

Foreign treaties often nullify the provisions which
higher rate of tax on nonresident aliens than on citizens.

is taxed at %

impose a

Nonresident decedent: Same ag resident.
EXEMPTIONS
Resident Decedent
Group 1—Husband or wife, $30,000; other beneficiaries of group,
$5,000 each. If no property is transferred to any minor
child or children, the widow is entitled to an additional

exemption of $5,000 for each such child to whom no proper
ty is transferred.

Group 2—No exemption.

Group 3—No exemption.

The above exemptions are deducted from the first $50,000 subject
to tax at initial rate.

No tax is imposed on any share less than $100 in value.

Transfers to corporations exempt by law from taxation are ep
tirely exempt from tax,

Nonresident decedent:

Exemptions
Michigan property to

apportioned in
entire estate.

ratio of
PROPERTY TAXABLE

Resident decedent: All property except real and tangible personal

property located outside of the State.
Nonresident decedent: All property within the State., including

money in bank, securities kept in the State,
corporations wherever located, and State and municinal bonds of
Michigan. In the case of stock of a corporation incorporated in
Michizan as well as in one or more other States, only such propor-
tion of the value of the stock is taxable as the corporate property
or mileage in Michigan bears to the entire corporate property or
mileage wherever located.

securities of domestic

1927 LEGISLATION

Ralph E.
advises
inherit

Hughes, Assistant
(June 20, 1927) ‘that
ance tax law.

Attorney
no change

General,
was

Lansing,
made in

Mich.,
the Michigan
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MINNESOTA

BENEFICIARY GROUPS
lineal issue, adopted child, or lineal issue thereof.
2—Husband, lineal ancestor, mutually acknowledged child.
Group 83—DBrother, sister, descendant of brother or sister, wife or
widow of son, husband of daughter.
Group 4—Uncle or aunt or descendant thereof.

Group 5—All not included in Groups 1 to 4.

Group 1—Wife,

Group

beneficiaries

RATES OF TAX
Resident Decedent

Groupl Group?2 Group8 Group4 Greup§

Wirat. §.AB.000...505, it L 1 R 13006 v 8% ..ve00 4% .50 o
Next 2% 3

Next

1 R T T AR TN ORI | FRS
Remainder ... ...... 4%...... 6% awe s BT bvies o 20%

Nonresident decedent: Same as resident.

EXEMPTIONS

Resident Decedent
Group 1—$10,000 each.
Group 2—Lineal ancestor, $3,000; other beneficiaries of group, $10,000
each,
Group 3—$1,000 each.
Group 4—$250 each.
Group 5—$100 each.

The above exemptions are deducted from the first $15,000 subjech
to tax at the initial rate.

Transfers to the State or any political subdivision thereof for
public purposes, and to domestic corporations or associations within
the State for religious, charitable, scientific, literary, and educational
purposes, including the encouragement of art and prevention of cruel-
ty children or animals, are entirely exempt from tax.

Nonresident decedent: Same as resident.

PROPERTY TAXABLE

Resident decedent: All property except real and tangible personal
property located outside of the State.

Nonresident decedent: All property within the State, including
money in bank, securities of domestic corporations and State and
municipal bonds of Minnesota. In the case of stock of corporations
incorporated in Minnesota as well as in one or more other States,
only such proportion of the value of the stock 1s taxable as the
ccrporate property in Minnesota bears to the entire corporate
property wherever located.

1927 LEGISLATION
The Inheritance Tax Agent advises (April 16, 1927), that, while
certain inheritance tax bills were before the Tax Committee of the
Senate, there was but slight chance of their passage by the legis-
lature, since only a few days remained before adjpurnment: A later
telegram (April 19) reads: “Inheritance Tax Bills still in Senate
Committee.”—Albert F. Pratt, Assistant Attorney General, St. Paul,
Minn.




MISSISSIPPI

BENEFICIARY GROUPS

The Migsissippl law does not classify the beneficiaries into groups.
The tax is an KEstate Tax against the estate as a unit for transfer,
irrespective of the beneficiaries. The law is very similar to the
Federal Estate Tax Act of 1921, and Section 36 provides that the
rules and regulations issued by the Treasury Wepartment of the
United States relative to the interpretation of the 1921 Federal
Bstate Tax Act shall, in so far as applicable, be used in the con-
struction of the Mississippi Estate Tax Law.

RATES OF TAX
Resident Decedent

First § 25,000
Next 25,000. ....
Next 25,000. ..
Next 25,000. .
Next 100,000...
Next 200,000
Next 200,000
Next  200,000.
Next 200,000

Remainder .......
Neonresident decedent: Same rates as resident.

EXEMPTIONS
Resident Decadent

Each estate is allowed an exemptiou of $5,000 for the widow and
$5,000 for each child. A minimum exemplion of $25,000, however, is
allowed in any case. This exemption is deducted before the com-
putation of tax is begun. i

Property which can be identified ag having been received by the
decedent as a share in the estate of a person who died within two
years prior to decedent’s death, or.acquired in substitution therefor,
is exempt from tax if such property was included in the estate of
the prior decedent for the purpose of the Mississippi Estate Tax.

Transfers to the State or to any political subdivision thereof for
public purposes, and gifts for religious, charitable, scientifie, literary
or educational purposes, are entirely exempt from tay

Nonresident decedent: Exemptions apportioned in ratio of Missis-
sippi property to entirs estate.

PROPERTY TAXABLE

Resident decedent: All property except real and tangible personal
property located outside of the State.

Nonresident decedent: All property within the State: money in
bank, stock of domestic corporation wherever located, but not
bonds of domestic corporations, bonds of foreign corporations or

trusts, or State and

bonds
within the State.

municipal of Mississippi, unless kept

1927 LEGISLATION

Legislature convenes January, 1928. The State Tax Commissioner
advises that a reciprocal-exemption amendment will be suggested
at that time.

MISSOURI

BENEFICIARY GROUPS
Group 1—Husband, wife, lineal descendant, lineal ancestor, adopted
child or lineal descendant thereof, illegitimate child.
Group 2—Brother or sister or descendant thereof, wife or widow of

son, husband of daughter, uncle or aunt or descendant
thereof,

Group 3—Brother or sister of grandparent or descendant thereof.
Group 4—All beneficiaries not included in Groups 1 to 3.

RATES OF TAX

Resident Decedent
Group 1 Group 2 Group 3 Group 4

First $§ 20,000 o SR 3% 4%...... 5%
Next o 2%....c0 6%. .10%
Next 5o 9%. . ...15%
Next 49%. . 189% ... 0 Sane 209
Next R by A 1596, ::in 0% i 25%
Remainder ... 6% 189%.. .. 249%. . i 30%

Nonresident decedent: Same rates as resident.

EXEMPTIONS

Resident Decedent

Group 1—Husband or wife, $20,000 each; lineal descendant who is
idiotic, insane, blind, deformed or otherwise mentally or
physically incapacitated from earning a living, $15,000 each;
other beneficiaries of group, $5,000 each.

Group 2—Uncle or aunt or descendant thereof, $250 each; other bene-
ficiaries of group, $500 each.

sroup 3—$100 each.

Group 4—$100 each unless share exceeds that amount.
ceeds $100 then no exemption is allowed.

The above exemptions are deducted from the share of the bene-
ficiary before the computation of tax is begum.

In addition to the $20.000 exemption granted to the surviving
spouse, there is allowed a further exemption of the property taken
by virtue of the marital rights. Such right includes one-half of the
real and personal property if there are no chlsdren. If there are
children it includes a child’s share. " ; :

Transfers for county, city, town, municipal, hospital, religmus.
educational, bible, missionary, scientific, benevolent or charitable
purposes, within the State, are entirely exempt from tax.

Nonresident decedent: Same exemptions as resident.

If share ex-

PROPERTY TAXABLE

Resident decedent: All property except real and tangible personal
property located outside of the State.

Nonresident decedent: All property within the State, including
mwoney in bank and stock of domestic corporations, but not
bonds of domestic corporations, nor State and municipal honds of
Missouri, unless kept within the State.

1927 LEGISLATION

ESTATE TAX

In the event that the total inheritance tax imposed by Missouri
dees not equal 80% o<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>