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Audit Revaluation of Federal Estate Tax Returns, 1992

by Martha Britton Eller

Internal Revenue Service (IRS) publishes

estimates of Federal estate tax revenue and
the estate tax filing population based on annual
samples of returns filed by the estates of wealthy
decedents. Similar to other studies conducted at SOI,
data for the annual Estate Tax Study are collected
prior to any systematic audit of returns, since the
audit process can take several years to complete.
Because pre-audit estimates of reported tax liabilities
may differ from post-audit estimates of actual
liabilities, SOI initiated a study to secure some
measure of the effects of audit revaluation on its pre-
audit estimates. The 1992 Estate Post-Audit Study,
SOVI’s first post-audit analysis of any Federal tax
return, provides demographic details about the estate
tax audited population, microlevel tax assessment
information, and detailed data on the revaluation of
audited assets included in the investment portfolios of
wealthy estate tax decedents.

For Filing Year 1992, the focus year of the post-
audit study, IRS tax examiners completed 11,338
formal Federal estate tax audits, representing 19.2
percent of the 59,178 estates for which returns were
filed during the year. Overall net tax liability for
estates increased by $560 million as a result of audit,
an increase of 5.5 percent of the reported, pre-audit
total tax liability for 1992. While most estate tax
audit cases, 60.1 percent, were closed with additional
tax owed, 21.0 percent were closed with a tax reduc-
tion, and 18.9 percent were closed with no change in
reported net estate tax.

Backgroud

The Federal estate tax, described in Internal Revenue
Code section 2001, is a tax on the right to transfer
property at death. Contrary to popular belief, it is
neither a tax on property nor an inheritance tax on
the receipt of property [1]. A decedent’s estate is
required to file a Federal estate tax return, Form 7086,
if the value of gross assets, at death, exceeds the
filing threshold in effect at the decedent’s date of
death. For the 10-year period between 1987 and
1997, the estate tax filing threshold was $600,000 in

T he Statistics of Income Division (SOI) of the
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gross assets, or gross
estate. All timely filed
1992 returns were
subject to this same
threshold.

The gross estate
comprises all property,
whether real or personal,
tangibleor intangible,
including “all property in which the decedent had an
interest at the time of his death and certain property
transferred during the lifetime of the decedent with-
out adequate consideration; certain property held
jointly by the decedent with others; property over
which the decedent had a general power of appoint-
ment; proceeds of certain insurance policies on the
decedent’s life; dower or curtesy of a surviving
spouse; and certain life estate property for which the
marital deduction was previously allowed” [2]. Spe-
cific items of gross estate include real estate, cash,
stocks, bonds, businesses, and decedent-owned life
insurance policies. Assets of gross estate are valued
at a decedent’s date of death, unless the estate’s
executor or administrator elects to value assets at an
alternate valuation date, within 6 months of the date
of death, described in Code section 2032. Alternate
value may be elected only if the value of the estate,
as well as the estate tax, is reduced between the date
of death and the alternate date [3]. For estate tax
purposes, the value of property included in gross
estate is fair market value, defined as “the price at
which the property would change hands between a
willing buyer and a willing seller, neither being under
any compulsion to buy or to sell and both having
reasonable knowledge of all relevant facts,” accord-
ing to Code of Federal Regulations 26CFR20.2031-
1(b) [4].

The IRS estate tax audit process provides exten-
sive coverage of all tax returns filed by estates.
Examination begins in the IRS service centers where
estate tax returns are filed. Returns are first exam-
ined during a procedure called “classification,” in
which each estate tax return is perused for possible
compliance problems. If returns are selected for
further examination, they are sent to district offices
for a more thorough review. From there, returns are
selected for formal audit and are assigned to estate
tax examiners, based on several factors, including
size of the estate, potential revaluation issues, and the

SOl post-auditdata
provicethefirst
detailedpicturecfthe

effectsofauditrevalu-
ationonU.S. estates.
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expertise of available IRS examiners. Under Federal Even with extensive coverage of the largest
law, IRS is allowed up to 3 years to complete the estates, IRS audits have only a fairly minor impact on
estate tax audit process. The statute of limitations net estate tax revenue. In fact, the overall net tax
begins on the filing date or the due date, whichever is liability for estates increased by only $560.0 million,
later. However, the statute of limitations may be an increase of 5.5 percent of the original, pre-audit
suspended in special cases. total tax liability for 1992 (Figure B). The increase in
In the course of the 1992 Estate Post-Audit net tax liability represented 8.7 percent of the original
Study, audit data were collected from audit forms liability reported on audited estate tax returns. Both

used by IRS estate tax examiners during audit and,

using an on-line data-entry system, were entered into .
an Oracle data base by SOI personnel in the Internal

Revenue Service Center in Ogden, UT. The final
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statistical sample included 4,182 Federal estate tax Change in Value of Total Gross Estate, Allowable
returns, 1,357 of whlc_h h_ad been a_ludlted [5]. For the Deductions and Net Tax as a Result of Audit,
few cases that were still involved in the ap[_)eals Filing Year 1992
pr?ﬁfi& SOIdObtai:llne-? thet?OT;rSefnt VelrSI(())?; Of [All figures are estimates based on samples--money amounts are in millions of dollars]
audit forms directly from the ppeals Office. Total Total Net
Therefore, SOI post-audit data provide the most ltem gross | allowable | estate
accurate estimates available for the 1992 estate tax estate | deductions tax
filing population, as well as the first detailed picture of ©) 2) 3)
the effects of audit revaluation on U.S. estates. Pre-audit value, all 1992 returmns............ 100,017 43,530 10,199
Pre-audit value, audited returns only..... 34,880 11,905 6,443
Revallationof A clitedEstates b Il I B
IRS tax examiners completed 11,338 formal Federal 1992 r&tUMS..vvvvvvrrrrreseee R 12 03 55
estate tax audits for returns filed in 1992. The Percent change due to audit, audited
population of audited estates, then, represented 19.2 R 35 1o 8.7
Post-audit value, all 1992 returns.......... 101,239 43,647 10,759

percent of the total population of estates for which
returns were filed during the year (Figure A). How-
ever, the audit rate for estates varied substantially by
size of reported gross estate. As perhaps expected,
returns filed with very large gross estates had a
relatively high rate of audit coverage. In fact, nearly
half of all estates with gross assets exceeding $5
million were examined, compared to only 11 percent
of estates with assets under $1 million.

total gross estate and total allowable deductions
changed only slightly as a result of audit. The pre-
audit value of total gross estate, $100.0 billion, in-
creased by only 1.2 percent, creating a post-audit
value of total gross estate that just exceeded $101.2
billion. And, in a somewhat unexpected result, total
allowable deductions increased by 0.3 percent, or
$117.0 million, to $43.6 billion. The post-audit increase
to deductions suggests that IRS estate tax attorneys
not only make audit changes that may ultimately
increase estates’ net tax liability, but they also make
changes that may beneficially impact estates.
The tax assessment information for estates

Number and Percentage of Returns Audited,
by Size of Total Gross Estate, Filing Year 1992

[All figures are estimates based on samples]

Size of toll gross estate | Rewms fled | DU ecited underscores this last point. While it is true that the

) @) 3) majority of estate tax audit cases were closed with

TO@ oo 59,178 11,338 19.2 additional tax owed, the actual percentage of cases
Under $1 million............c.o.c... 31,376 3,475 111 was surprisingly low. Only 60.1 percent of cases
$1 million under $5 million......... 25,542 6,760 26.5 were closed with additional tax OWGd, while 21.0

$5 million or more..........ccceceenee 2,260 1,098 48.6 percent were closed with a tax reduction, i.e., a tax
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refund, and 18.9 percent were closed with no change
in original net estate tax (Figure C). Estates with a
positive audit assessment, those that owed additional
tax, were charged $676.6 million in additional taxes,
or about $99,000 on average per estate. Estates with

Audited Estate Tax Returns: Change in Tax
Assessment as a Percentage of the Number of
Returns Audited, Filing Year 1992
Additional
tax

assessed
60.1%

Reduction No change
in tax in tax
21.0% 18.9%

a negative audit assessment received an aggregate
tax refund of more than $116.7 million, or about
$49,000 on average per return.

IRS estate tax attorneys nationwide, interviewed
by SOI economists in response to post-audit findings,
suggest that the high percentage of returns closed
with a reduction in tax liability may be explained by a
number of factors [6]. For instance, during the
course of audit, a property included in gross estate
may be sold at a price less than its original, reported
value. This explanation, “overstated basis,” points to
the difficulty inherent in asset valuation. In some
cases, the examination itself actually generates an
overstatement of the original tax liability. As certain
administrative fees, such as attorneys’ fees and
executors’ expenses, increase with audit, total allow-

able deductions may also increase. In some in-
stances, then, the increased value of allowable de-
ductions creates a decrease in the net estate tax
liability.

Among the remaining explanations for overstate-
ment of the original tax liability is the transfer of
certain expenses from the Federal income tax return
for trusts and estates (Form 1041) to the Federal
estate tax return (Form 706). After an examination
is initiated, the estate’s fiduciary may decide to shift
certain deductible expenses to the tax environment
with the highest marginal tax rate, that is, to the
estate tax return. Again, this shift increases the
value of total allowable deductions on the estate tax
return and introduces the possibility of an estate tax
refund. Of course, other explanations for reductions
in net estate tax liability are also cited by IRS attor-
neys.

The size of tax assessments due to audit reveals
much about the direct impact of IRS audits on es-
tates. The majority of audited estates incurred rela-
tively small tax assessments, whether in the form of
additional or reduced tax. About 64 percent of all
audited estates faced a net change in tax liability that
totaled less than $20,000, including estates with no
change in tax liability (Figure D). However, changes
in net tax that exceeded $100,000 were not infre-

Net Change in Estate Tax, by Absolute Value of
Change in Tax Assessed, All Audited Estates,

Filing Year 1992

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Absolute value of Number Net change in

change in tax assessed of estates estate tax

Total estates.......cocecevveeeerveeeneenn. 11,338 559,775
No change.........ccc....... 2,147 -
Change under $10,000...... 3,825 7,559
$10,000 under $20,000..... 1,301 7,667
$20,000 under $30,000..... 894 13,262
$30,000 under $40,000..... 524 7,990
$40,000 under $50,000..... 557 13,586
$50,000 under $60,000..... 341 2,928
$60,000 under $70,000..... 245 10,216
$70,000 under $80,000..... 136 2,999
$80,000 under $90,000..... 204 8,925
$90,000 under $100,000... 184 15,656
More than $100,000........................... 980 468,987
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Audit Revaluation of Federal Estate Tax Returns, 1992

The nearly 800 estates that each owed more than

Change in Estate Tax, by Size of Change in Tax
Assessed, Estates with Tax Refunds and
Additional Tax, Filing Year 1992

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Size of change Number Change in
in tax assessed of estates estate tax
Estates with tax refunds
TOtaAl e 2,384 -116,790
Less than $10,000........ccccceevrenererrcriennnns 1,107 -3,802
$10,000 under $20,000 357 -5,503
$20,000 under $30,000 175 -3,945
$30,000 under $40,000 137 -5,093
$40,000 under $50,000 129 -5,707
$50,000 under $60,000 146 7,765
$60,000 under $70,000 45 -2,958
$70,000 under $80,000.........ccccvrvrrerrernenn 46 -3,583
$80,000 under $90,000.........ccccvrrrrerrernenns 47 -4,015
$90,000 under $100,000... 11 -1,103
More than $100,000.........ccccceeveirenerinenns 184 73,315
Estates with additional tax

TOtaAl e 6,807 676,564
Less than $10,000............. 2,718 11,362
$10,000 under $20,000..... 944 13,170
$20,000 under $30,000..... 719 17,207
$30,000 under $40,000..... 388 13,084
$40,000 under $50,000..... 428 19,293
$50,000 under $60,000..... 195 10,693
$60,000 under $70,000..... 200 13,174
$70,000 under $80,000..... 90 6,581
$80,000 under $90,000..... 157 12,940
$90,000 under $100,000... 173 16,759
More than $100,000...............ccocovviiiriinns 796 542,302

guent, as 8.6 percent of estates incurred a net change
in tax liability that exceeded $100,000, again, either in
the form of additional or reduced tax.

Even when positive and negative tax assess-
ments are examined separately, the pattern remains
unchanged, with relatively small changes incurred by
the majority of estates, while a small, but not insignifi-
cant, number of estates incurred substantially reval-
ued tax assessments due to audit. Figure E shows
that the U.S. Treasury owed less than $20,000 in tax
refunds to 61.4 percent of estates that overpaid their
original tax liability, while the Treasury owed more
than $100,000 in refunds to 7.7 percent of estates
that overpaid. For estates that owed additional tax,
53.8 percent owed less than $20,000, and 11.7 per-
cent owed more than $100,000 in additional tax. The
burden of additional tax owed by 1992 estates, then,
weighed most heavily on a small number of estates.

$100,000 in net estate tax together accounted for
more than 80 percent of all additional tax owed, about
$542.3 million or more than $681,000, on average, per
return.

Demographicsofthe Audirted Popullation

In terms of both gender and marital status composi-
tion, the population of audited estates differed
markedly from the total estate tax filing population for
1992. While the filing population was comprised of
55.5 percent male decedents and 44.5 percent female
decedents, the audited population shifted toward a
female majority, with 52.9 percent female decedents
and only 47.1 percent male decedents (Figure F).
The overriding presence of widowed decedents, most
often female, in the audited population explains the
prevalence of females and is a result of an audit

Estate Tax Returns Filed in 1992: Filing
Population and Audited Population, by Sex of
Decedent

Percentage

60

55.5

Filing population Audited population

L IVET BFremale I
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Audit Revaluation of Federal Estate Tax Returns, 1992

selection process that often favors non-married
decedents.

Married decedents comprised the largest per-
centage of decedents in the filing population, with
46.6 percent of all decedents married at death, while
the second largest marital status category, widowed
decedents, accounted for 40.6 percent of all dece-
dents (Figure G). In contrast, however, the audited
population was overwhelmingly comprised of wid-
owed decedents. A little more than 61 percent of all

Figure G

Estate Tax Returns Filed in 1992: Filing
Population and Audited Population, by Marital
Status of Decedent

Percentage
70 1

61.2

60

50

40

30

20

10

Filing population Audited population

B\arried Bwidowed
B single Oother

NOTES: "Other" category includes legally separated, divorced, and
marital status unknown. Detail may not add to 100 percent because
of rounding.

decedents in the audited population were widowed,
while only 23.1 percent of all decedents were mar-
ried. Married decedents’ estates are not audited as
frequently as non-married decedents’ estates, ac-
cording to IRS attorneys, since the unlimited marital
deduction may be used to transfer unlimited proper-
ties to surviving spouses and may offset any increase
in the taxable estate that might result from audit
revaluation. That is, the potential for additional tax on
married decedents’ estates is considered negligible.

However, decedents with surviving spouses were
still likely to owe additional net estate tax as a result
of audit, despite the availability of a marital deduction.
In fact, about half, 50.1 percent, of all married dece-
dents in the audited population incurred additional tax
(Figure H). While estates for decedents with no
surviving spouse were certainly more likely to receive

FigureH

Audited Estate Tax Returns: Change in Tax
Assessment as a Percentage of the Number of
Returns Audited, by Marital Status of
Decedent, Filing Year 1992

Married

Additional
tax
assessed
50.1%

No change
in tax
28.1%

Reduction
in tax
21.8%

Non-married

Additional tax
assessed
63.0%

No change in
tax
16.2%

Reduction in
tax
20.8%
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Audit Revaluation of Federal Estate Tax Returns, 1992

an additional tax assessment (about 63.0 percent of
estates in this category were assessed more taxes),
the difference between the two groups was less than
might be expected.

Several explanations are possible for the rela-
tively large percentage of married decedents whose
estates owed additional estate tax, according to IRS
attorneys. First, some wealthy married couples plan
their estates so that each estate takes advantage of
the unified credit and graduated rate schedule of the
estate tax. As a result, taxes are paid on both
spouses’ estates, but the total tax liability for the
couple is reduced. Second, IRS attorneys also cite
the increased occurrence of second marriages.
Because individuals may not leave their entire estates
to second spouses, it is likely that the spousal bequest
in such cases will not be fully utilized to offset addi-
tional taxable wealth discovered during an audit.

Finally, the marital deduction or the value of qualified
terminable interest property, for which the marital
deduction is available, may be incorrectly calculated
on returns as originally filed. Such a miscalculation
can also lead to additional estate tax liability.

The distribution of age in the audited population
was quite similar to the distribution of age in the 1992
filing population as a whole (Figure I). The largest
group of decedents in the 1992 filing population were
*80 under 90,” 32.5 percent of the filing population,
while the second and third largest groups were “70
under 80” and “90 and older,” 26.4 percent and 16.0
percent of the filing population, respectively. In the
audited population, the largest group of decedents
were “80 under 90,” 34.6 percent of the audited
population, while the second and third largest groups
were, as above, “70 under 80” and “90 and older,”
24.3 percent and 20.9 percent of the audited popula-
tion, respectively.

Estate Tax Returns Filed in 1992: Filing Population and Audited Population, by Age of Decedent

Percentage

40 1

35

30

25

20

15

10

Under 50 50 under 60 60 under 70

34.6

70 under 80 80 under 90 90 and older

Age

B riling population

B Audited population
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Audit Revaluation of Federal Estate Tax Returns, 1992

Revaluationof AuditedAssets

An estate tax audit is a complex and perhaps lengthy
negotiation between the IRS tax examiner and the
estate, as represented by a fiduciary, usually an
attorney. The outcome of an audit, then, should be
considered the result of a negotiation between two
parties, each with his or her own agenda, obligations,
and legal constraints. The bargaining that occurs
between the IRS attorney and the estate’s attorney is
most ardent in the area of asset revaluation. After
all, assigning a fair market value to an asset, as
Federal estate tax law requires, is not always a
simple act, and much room for disagreement between
parties exists. While prices for marketable assets
may be obtained from appropriate markets, prices for
assets that are not readily marketable or for minority
ownership shares of assets, such as interests in
privately held corporations or family limited partner-
ships, are not so easily derived. In these cases,
valuation becomes highly subjective.

In the course of the 1992 Estate Post-Audit
Study, estates’ assets were assigned to one of sev-
eral asset categories. Available data include original,
or pre-audit, and corrected, or post-audit, values for

[All figures are estimates based on samples--money amounts are in thousands of dollars]

individual assets that were revalued during audit.

Figure J illustrates several ways to examine asset
revaluation data. The first two columns provide a
picture of the asset composition of audited estates.
For instance, audited estates most frequently included
cash assets, present on 99.1 percent of the 11,338
audited estates (Column 1). Other corporate stock,
primarily publicly traded stock, was the second most
common investment in the portfolios of audited es-
tates. In terms of the size of investment, however,
other corporate stock was the largest investment,
with more than $8.6 billion in holdings, while bond
holdings, including corporate, foreign, Federal, State
and local bonds, were the second largest investment,
with $6.3 billion invested (Column 2).

Column 3 shows the frequency with which par-
ticular assets were revalued by IRS attorneys during
audit. Real estate assets, excluding the personal
residence, were most frequently revalued among
those audited estates that included real estate hold-
ings, as 38.0 percent of audited estates with real
estate incurred a change in real estate values. The
second most frequently revalued asset among audited
estates was closely held stock, as 37.0 percent of

Revaluation of Assets for Audited Estate Tax Returns Filed in 1992, by Asset Type

Audited returns Returns with revalued assets
Percent Change Percent
Asset type
Number Amount with asset in asset Average change change in
revaluation value asset value
@ 2 (€] @ O] 6
Personal residence.........cc.cocceeeeeeeinieennnnn. 6,251 1,717,199 15.9 13,720 13.8 4.5
Other real estate . 7,611 4,335,051 38.0 140,142 48.5 9.4
Closely held StoCK.........cccerirerirenirnieine 2,234 4,155,033 37.0 319,690 387.0 28.8
Other STOCK.......cueueirieiienieiiierie e 8,879 8,687,222 21.8 113,406 58.5 5.4
Bonds * . 8,295 6,301,791 11.6 28,991 30.2 17.2
Unclassified mutual funds 2.......................] 2,242 301,333 10.4 -4,363 -18.7 -3.6
Cash 3. 11,234 3,717,282 34.0 77,694 20.4 26.9
Insurance.... ] 5,569 568,573 8.5 41,171 86.7 116.9
Farm assets........ . 1,042 102,288 22.9 45,795 191.6 39.5
Limited partnerships..........cccccvcveenne . 1,498 520,072 14.0 19,733 94.4 33.0
Other non-corporate business assets......... 1,943 696,285 16.7 48,537 149.3 44.5
Mortgages and notes 4,219 931,795 12.7 268,927 500.8 170.2
ANNUILIES ... 3,421 773,035 6.0 3,241 15.8 6.6
Depletables/intangibles...........c.ccoccceonenns 1,160 156,666 14.1 31,747 193.6 49.0
AT 425 663,692 23.3 1,464 14.8 3.3

3 Cash category includes all cash instruments, as well as cash management accounts.

1 Bonds category includes State and local bonds, Federal savings bonds, other Federal bonds, corporate and foreign bonds, and unclassified bond funds.
2 Unclassified mutual funds category includes mutual funds that contain a variety of investment instruments, as well as mutual funds comprised of unknown assets.

330



Chapter 2 — Specialized Estate Tax Topics

(%]
2
o

>

+
wn
e
=

@
=
'©

=

o

(%)

S

)
o
o

C

@
—

Q
+—

©
+—

0
LL
‘©

-

Q
©

(<))
LL
Y

(@)

£
=
o

c

Q

Q.

S

@)
)

Audit Revaluation of Federal Estate Tax Returns, 1992

audited estates with closely held stock incurred stock
revaluation.

Columns 4 and 5 provide data on the actual dollar
amount of changes in asset values. Column 4 gives
the total revaluation amount for each asset category,
while Column 5 gives the average size of change in
asset value per revalued estate. The largest total
revaluation amount for audited estates was more than
$319.6 million, the change in asset value for closely
held stock. Mortgages, notes, and claims—money
owed to the estate—sustained the second largest
total change in value, $268.9 million. In terms of
average change per revalued estate, mortgages,
notes, and claims incurred, on average, the largest
change in value, about $501,000 per revalued estate.
Using this measure, closely held stock was second,
with an average change of $387,000 per revalued
estate.

Finally, it is useful to examine the impact of asset
revaluation on the original, reported values for audited
assets (Column 6). The reported value of mortgages,
notes, and claims increased by 170.2 percent as a
result of audit, the largest percentage increase for all
asset types. This category includes proceeds from
lawsuits, which, according to IRS attorneys, are often
understated on the original estate tax return. The
reported value of life insurance for audited estates
increased by 116.9 percent, the second largest per-
centage increase for all asset types. Several types of
life insurance transfers must be reported in the
decedent’s gross estate, including revocable transfers
and transfers with retained life interests, and IRS

attorneys indicate that these items are sometimes
erroneously excluded from reported estate values.

DataSourcesandLimitations

The sample of Federal estate tax returns included in
the 1992 Estate Post-Audit Study was a subsample
of returns filed in 1992 and previously included in
SOI’s 1992-1994 Estate Tax Study, a stratified
random sample of estate tax returns selected across
a 3-year cycle in which each cycle year corresponds
to a filing year. Since almost 99 percent of returns
for decedents who die in a given year are filed by the
end of the second calendar year following the year of
death, the 3-year cycle permits the analysis of both
filing year and year-of-death estate tax data. The
first year of the 3-year cycle is the “focus” year of
death.

Stratifiers for the Estate Tax Study during cycle
years 1992-1994, which focused on year of death
1992, included total gross estate, year of death, and
age at death. Gross estate was divided into five
categories: $600,000 under $1 million, $1 million
under $2.5 million, $2.5 million under $5 million, $5
million under $10 million, and $10 million or more.
Age at death was divided into less than 40, 40 under
50, 50 under 65, 65 under 75, and 75 or older, and
year of death was simply divided into focus year
(1992) and non-focus year. In the course of the
1992-1994 cycle, 7,559 returns were selected for
Filing Year 1992, and these returns acted as the
sample frame for the 1992 Estate Post-Audit Study
(Figure K). For Filing Year 1992, the population of

Estate Tax Population and Sample, Post-Audit Sample, Filing Year 1992

Estate Tax

Population: Estate Tax
59,178 Sample:
returns

7,559 returns

Post-Audit Sample:
4,433 returns
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Audit Revaluation of Federal Estate Tax Returns, 1992

estate tax decedents included 59,178 wealthy indi-
viduals. A decedent’s estate was required to file a
Federal estate tax return if the value of gross assets,
at death, exceeded the $600,000-filing threshold.

The Estate Post-Audit Study sample was a
stratified random sample of 4,433 estate tax returns
stratified by a variable that predicted a return’s
likelihood of being audited—an “audit likelihood
indicator.” In developing the indicator, SOI econo-
mists met with IRS estate tax attorneys (“auditors”)
in several regions of the country to discuss the crite-
ria they use in selecting cases for audit processing.
Based on these interviews, SOI created the sample
selection criteria listed in Figure L. These criteria are
not official IRS audit selection criteria and should not

SOl Sample Selection Criteria

Fees (including executors' expenses and
attorneys' fees) > 5 percent of total
gross estate (TGE)

Adjusted taxable gifts > 5 percent of TGE

Other non-corporate business assets > 5 percent
of TGE

Other stock > 30 percent of TGE

Credit for tax on prior transfers > 0

Art>0

Decedent held power of appointment over
trust property

Closely held stock > 5 percent of TGE

Real estate > 40 percent of TGE

Lifetime transfers > 30 percent of TGE

TGE > $5,000,000

be used as such. In the course of interviews with
auditors, SOI also learned that returns for married
decedents are usually not audited, since the unlimited
marital deduction for bequests to a decedent’s surviv-
ing spouse typically offsets any increase in the tax-
able estate that might result from audit revaluation.
With this information, SOI developed an audit likeli-
hood indicator for which returns that met one or more
of the sample selection criteria and were filed for
non-married decedents were selected into the post-

audit sample with certainty. A random sample of the
remaining returns in the sample frame were selected
at a sampling rate of about 0.4. Overall, the final
post-audit sample included 2,433 returns selected
with certainty and 2,000 returns selected randomly
[7].

Even after an extensive search for post-audit
estate tax cases, there were still 229 cases unavail-
able to SOI at the close of the 1992 Estate Post-
Audit Study. After SOI economists tested and
cleaned the data, as well as performed some limited
imputation for item non-response, weights for non-
missing returns were developed in two stages. First,
an initial base weight was calculated, accounting for
both the probability of selection into the underlying
sample of estate tax returns and the probability of
selection into the post-audit sample. Second, incom-
plete “reject” cases were eliminated from the sample,
and post-stratification was used to adjust the weights
of the remaining cases. The final data file included
complete records for 4,182 returns, of which 1,357
had been audited. Sample weights applied to final
post-audit records permit estimates of the overall
estate tax filing population for 1992, as well as esti-
mates of the population of returns that completed the
operational audit process.

Using IRS’s Integrated Data Retrieval System
(IDRS), it was possible to determine whether the 229
missing returns had been audited and, if so, the out-
come of audit, i.e., whether a return was closed with
additional tax assessed, a tax reduction assessed, or
no assessed change in the original tax liability. Be-
cause the distribution of missing returns on these key
characteristics was almost identical to that of the
non-missing, complete returns, no additional *“non-
response” adjustment was made to final sample
weights.

Summary
SOl first initiated the 1992 Estate Post-Audit Study to
secure some measure of the effects of audit revalua-
tion on the agency’s pre-audit estimates of the
Federal estate tax filing population. However, in the
end, the study not only provided such a measure, but
also provided a wealth of information on the IRS
audit procedure and its impact on U.S. estates.
Several lessons are revealed.

First, IRS audits of estates only slightly increase
net estate tax revenue for a filing year. For 1992, net
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estate tax revenue increased by only 5.5 percent.
Second, while the majority of estates pay additional
tax as a result of audit, 60.1 percent in 1992, about 40
percent do not. IRS attorneys not only make audit
changes that may ultimately increase estates’ tax
liability, but they also make changes that may benefi-
cially impact estates or do not impact estates at all.
Third, married decedents’ estates are just as likely as
not to pay additional tax due to audit. About half,
50.1 percent, of married decedents in the audited
population incurred additional tax, while half received
tax refunds or incurred no change in tax liability.
Finally, despite the small, overall changes to total
gross estate and net estate tax liability, the values of
some assets changed substantially as a result of audit,
with a few audited assets increasing in value by more
than 100 percent.

BplanationofElectedTerms
Brief definitions of some of the terms used in the
tables are provided below:

Adjusted taxable estate.—Adjusted taxable
estate was equal to the sum of taxable estate and
adjusted taxable gifts.

Adjusted taxable gifts.—Certain gifts made
during the life of an individual who died before 1982
were automatically included in the gross estate. How-
ever, for the estate of an individual who died after 1981,
these gifts were not generally included in the gross
estate. Instead, they were added to the taxable estate,
creating the “adjusted taxable estate” for the pur-
poses of determining the “estate tax before credits.”

Gift taxes payable.—In 1977, a unified frame-
work of estate and gift taxes was created. Taxable
lifetime gifts made in 1977 or later are added to the
property owned by the decedent at death, and the
tentative estate tax is computed on that basis. Gift
taxes payable on the gifts made after 1976 are then
subtracted from the estate tax.

Gross estate tax.—This was the tax obtained by
applying the graduated estate tax rates to the ad-
justed taxable estate reduced by the amount of Fed-
eral gift taxes payable on gifts made after 1976.

Net estate tax.—This was the tax liability of the
estate remaining after subtraction of credits for State
death taxes, foreign death taxes, credit for tax on
prior transfers, and Federal taxes previously paid on
pre-1977 gifts.

Other credits.—This is the sum of tax credits
for foreign death taxes, Federal taxes on pre-1977
gifts, and taxes on prior transfers, property received
by the decedent or the estate from a transferor who
died within 10 years before, or 2 years after, the
decedent.

Qualified terminable interest property.—
Property in which the surviving spouse has sole right
to all income during his or her life, payable at least
annually, but no power to transfer the property at
death.

Taxable estate.—Taxable estate is equal to the
value of the “total gross estate” less deductions for
the following: funeral and administrative expenses;
casualty and theft losses; debts, mortgages, losses
and other claims against the estate, including pledges
to charitable organizations; bequests to the surviving
spouse; and the “employee stock ownership plan”
(ESOP) deduction (included in the statistics for
“other expenses and losses”).

Total gross estate.—An estate tax return was
required in the case of every decedent whose gross
estate at the time of death exceeded the legal filing
requirement in effect for the year of death. For
estate tax purposes, the gross estate included all
property or interest in property before reduction by
debts (except policy loans against insurance) and
mortgages, or administrative expenses. Included in
the gross estate were such items as real estate,
tangible and intangible personal property, certain
lifetime gifts made by the decedent, property in which
the decedent had a general power of appointment,
the decedent’s interest in annuities receivable by the
surviving beneficiary, the decedent’s share in com-
munity property, life insurance proceeds (even though
payable to beneficiaries other than the estate), dower
or curtesy of the surviving spouse (inherited prop-
erty), and, with certain exceptions, joint estates with
right of survivorship and tenancies by the entirety. In
this article, total gross estate refers to the value of
assets at the date of the decedent’s death.

Unified credit.—The unified credit, so called
because it is used for both estate and gift tax pur-
poses, is applied as a dollar-for-dollar reduction of the
estate tax. (The unified credit represents the amount
of tax on that part of gross estate which is below the
filing requirement.) The credit must be used to offset
gift taxes on lifetime transfers made after 1976.
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However, to the extent it is so used, the amount of
credit available at death is reduced.
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For a complete explanation of sampling and
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Federal Estate Tax Returns To Examine the
Effects of Audit Revaluation on Pre-Audit
Estimates,” 1999 Proceedings of the Section
on Government Statistics and Section on
Social Statistics, American Statistical Associa-
tion: Alexandria, VA, 1999.
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group meeting with members of the IRS Estate
and Gift Tax Administration Advisory Panel in
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For further detail, see Martha Britton Eller and
Barry W. Johnson, 1999. Full cite in footnote 5.
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2000-2001, Publication 1136 (Rev. 2-2001).
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Table 1.--Results of Audited Estate Tax Returns Filed in 1992: Gross Estate by Type of Revalued
Property, Revalued Deductions, Taxable Estate, Estate Tax, and Tax Credits, by Change in Tax and Size
of Original Gross Estate !

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Chapter 2 — Specialized Estate Tax Topics

Size of original gross estate Total aross estate Corrected total aross estate Chanae. total aross estate Personal residence
Number Amount Number Amount Number Amount Number Amount
(1) (2) (3 4 (5) (6) @ (8)
All
TOtaAl e 11,338 34,880,307 11,338 36,102,586 8,233 1,222,279 959 304,240
$600,000 under $1,000,000............cccccunene 3,475 2,790,445 3,475 2,892,216 2,596 101,772 228 39,188
$1,000,000 under $2,500,000................... 5,239 7,733,174 5,239 7,916,887 3,881 183,713 523 153,135
$2,500,000 under $5,000,000................... 1,521 5,179,155 1,521 5,466,528 1,024 287,373 115 47,464
$5,000,000 under $10,000,000 613 4,099,140 613 4,279,485 419 180,345 64 36,959
$10,000,000 under $20,000,000. 291 4,002,609 291 4,184,492 200 181,883 16 11,927
$20,000,000 or more 193 11,075,784 193 11,362,978 114 287,193 13 15,567
Additional tax
Total... 6,807 20,041,454 6,807 21,332,872 5,962 1,291,418 677 192,768
$600,000 under $1,000,000.. 2,172 1,745,101 2,172 1,857,541 1,960 112,440 191 36,200
$1,000,000 under $2,500,000................... 3,111 4,554,610 3,111 4,788,614 2,734 234,005 335 82,529
$2,500,000 under $5,000,000...................] 874 2,992,427 874 3,302,128 722 309,702 70 21,264
$5,000,000 under $10,000,000.................] 383 2,562,721 383 2,745,605 320 182,884 55 32,258
$10,000,000 under $20,000,000...............] 169 2,327,205 169 2,482,607 148 155,403 **26 **20,517
$20,000,000 OF MOT....ceuveereneerienireerenenns 99 5,859,391 99 6,156,375 80 296,984 ok o
No change
TOtaAl et 2,147 7,362,517 2,147 7,366,128 473 3,610 10 1,402
$600,000 under $1,000,000 865 675,424 865 672,200 323 -3,224 **9 **1,402
$1,000,000 under $2,500,000.. 780 1,140,354 780 1,143,572 115 3,218 * *
$2,500,000 under $5,000,000 . 274 913,703 274 915,029 19 1,325 - -
$5,000,000 under $10,000,000................. 122 780,577 122 781,153 10 575 - -
$10,000,000 under $20,000,000............... 50 671,546 50 671,546 - - - -
$20,000,000 OF MOT....oeuvvereneeerenireerenenns 52 3,180,913 52 3,182,628 6 1,716 - -
Tax reduction
TOtaAl e 2,384 7,476,336 2,384 7,403,586 1,798 -72,750 273 110,069
$600,000 under $1,000,000..............cuenne 439 369,919 439 362,475 313 7,444 **216 72,192
$1,000,000 under $2,500,000...................] 1,348 2,038,211 1,348 1,984,701 1,031 -53,510 * *
$2,500,000 under $5,000,000 374 1,273,025 374 1,249,371 284 -23,654 45 26,201
$5,000,000 under $10,000,000... . 109 755,842 109 752,727 89 -3,115 9 4,700
$10,000,000 under $20,000,000............... 72 1,003,858 72 1,030,338 52 26,480 3 **6,976
$20,000,000 OF MOTE....cocvverrereeienererieeenes 43 2,035,481 43 2,023,974 28 -11,507 * o

Footnotes at the end of table.
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Table 1.--Results of Audited Estate Tax Returns Filed in 1992: Gross Estate by Type of Revalued
Property, Revalued Deductions, Taxable Estate, Estate Tax, and Tax Credits, by Change in Tax and Size
of Original Gross Estate *--Continued

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Specialized Estate Tax Topics

. - Corrected personal residence Other real estate Corrected other real estate Closelv held stock
Size of original gross estate
Number Amount Number Amount Number Amount Number Amount
©) (10) (1) (12) (13) (14) (15) (16)
All
TOtAl 954 317,703 2,713 1,486,427 2,835 1,626,569 779 1,110,980
N $600,000 under $1,000,000............ccccco.... 245 51,200 802 246,463 895 268,356 103 26,532
(;T) $1,000,000 under $2,500,000...................] 502 150,329 1,263 452,291 1,262 480,337 360 170,911
a $2,500,000 under $5,000,000 115 46,570 423 244,079 437 268,454 188 185,767
© $5,000,000 under $10,000,000 64 40,904 128 118,976 142 136,969 63 97,402
6 $10,000,000 under $20,000,000. 16 13,006 59 153,190 59 161,294 43 167,679
$20,000,000 OF MOTE.......cviiiiiiiiriecas 13 15,951 38 271,428 39 311,158 22 462,689
Additional tax
TOtAl 689 218,175 2,043 1,013,355 2,169 1,211,988 591 912,661
$600,000 under $1,000,000............c.ccco.... 217 49,550 675 193,785 768 223,501 103 26,532
$1,000,000 under $2,500,000................... 322 87,070 891 294,990 898 349,206 246 100,549
$2,500,000 under $5,000,000................... 70 23,380 309 153,178 326 181,993 136 137,061
$5,000,000 under $10,000,000................. 55 36,078 100 90,448 108 111,504 52 82,519
$10,000,000 under $20,000,000. **26 **22,098 42 88,430 42 107,033 36 137,021
$20,000,000 or more... * ** 27 192,524 28 238,751 18 428,978
No change
- - 122 79,396 115 69,829 - -
$600,000 under $1,000,000.. . - - 75 13,094 75 9,540 - -
$1,000,000 under $2,500,000 - - 35 12,510 27 7,356 - -
$2,500,000 under $5,000,000................... - - 4 1,721 4 1,750 - -
$5,000,000 under $10,000,000................. - - 5 423 5 944 - -
$10,000,000 under $20,000,000............... - - - - - - - -
$20,000,000 OF MOT€.......ovviiieriririins - - 3 51,648 3 50,239 - -
Tax reduction
TOtAl 265 99,528 548 393,676 551 344,752 188 198,319
$600,000 under $1,000,000............c..c........ 26 1,394 53 39,584 53 35,315 - -
$1,000,000 under $2,500,000...................] 181 63,259 337 144,791 337 123,776 114 70,362
$2,500,000 under $5,000,000...................] 45 23,191 110 89,180 106 84,711 52 48,707
$5,000,000 under $10,000,000... 9 4,825 23 28,106 30 24,520 11 14,883
$10,000,000 under $20,000,000. 3 **6,859 17 64,759 17 54,261 7 30,657
$20,000,000 OF MOT€........coviiii ** ** 8 27,256 8 22,169 3 33,711

Footnotes at end of table.
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Table 1.--Results of Audited Estate Tax Returns Filed in 1992: Gross Estate by Type of Revalued
Property, Revalued Deductions, Taxable Estate, Estate Tax, and Tax Credits, by Change in Tax and Size
of Original Gross Estate *--Continued

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Chapter 2 — Specialized Estate Tax Topics

Size of original gross estate Corrected closelv held stock Other stock Corrected other stock Bonds®
Number Amount Number Amount Number Amount Number Amount
(17) (18) (19) (20) (21) (22) (23) (24)
All
TOtaAl oo 824 1,430,670 1,338 2,103,224 1,898 2,216,630 504 168,807
$600,000 under $1,000,000...........ccocvnnee 103 51,012 426 66,415 603 72,840 167 19,486
$1,000,000 under $2,500,000................... 384 202,962 561 244,568 900 255,161 225 71,541
$2,500,000 under $5,000,000 194 209,318 189 137,038 218 160,509 70 39,843
$5,000,000 under $10,000,000... 7 131,831 92 134,468 104 151,256 26 16,968
$10,000,000 under $20,000,000.... 44 214,012 40 84,244 42 96,707 8 432
$20,000,000 OF MOY€....coevveurreeareriereranenns 22 621,535 29 1,436,491 30 1,480,157 8 20,536
Additional tax
TOtaAl oo 631 1,249,786 992 1,840,196 1,423 1,954,782 387 92,672
$600,000 under $1,000,000...........ccocvnnene 103 51,012 364 51,737 488 59,953 141 18,314
$1,000,000 under $2,500,000................... 265 145,244 369 159,533 643 171,287 157 24,322
$2,500,000 under $5,000,000................... 142 165,477 135 115,495 160 138,614 59 30,097
$5,000,000 under $10,000,000................. 66 117,489 71 92,924 76 110,823 **25 **2,712
$10,000,000 under $20,000,000.... 37 184,327 31 55,905 32 64,906 ok ok
$20,000,000 or more... 18 586,237 22 1,364,601 23 1,409,199 5 17,227
No change

- - 24 13,794 24 13,979 3 3,309

$600,000 under $1,000,000.. - - - - - - - -
$1,000,000 under $2,500,000 - - 16 9,671 16 9,727 - -
$2,500,000 under $5,000,000................... - - 3 130 3 134 - -
$5,000,000 under $10,000,000................. - - 5 3,993 5 4,118 - -
$10,000,000 under $20,000,000............... - - - - - - - -
$20,000,000 OF MOXE......ccvreereeecrreeerieeannes - - - - - - 3 3,309

Tax reduction

TOtaAl oo 193 180,884 321 249,233 451 247,869 114 72,826
$600,000 under $1,000,000............ccenee -- -- 62 14,677 114 12,887 26 1,172
$1,000,000 under $2,500,000 119 57,717 176 75,364 241 74,147 68 47,219
$2,500,000 under $5,000,000.. 52 43,841 51 21,412 55 21,760 11 9,747
$5,000,000 under $10,000,000... 11 14,343 15 37,551 22 36,315 **9 **14,688
$10,000,000 under $20,000,000............... 7 29,685 10 28,339 11 31,801 ok ok
$20,000,000 OF MOYE....coevveurrirreriereraieans 3 35,298 7 71,890 7 70,958 - -

Footnotes at end of table.
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Table 1.--Results of Audited Estate Tax Returns Filed in 1992: Gross Estate by Type of Revalued
Property, Revalued Deductions, Taxable Estate, Estate Tax, and Tax Credits, by Change in Tax and Size
of Original Gross Estate *--Continued

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Specialized Estate Tax Topics

» 5 | Corrected unclassified mutual "
Size of original gross estate Corrected bonds Unclassified mutual funds funds Cash
Number Amount Number Amount Number Amount Number Amount
(25) (26) (27) (28) (29) (30) (31) (32)
All

TOtAl oo 926 197,798 150 119,668 232 115,306 1,699 288,316

N $600,000 under $1,000,000..........c.cvven.] 388 27,940 27 142 74 208 522 81,317
cT) $1,000,000 under $2,500,000...................] 389 74,963 75 40,884 104 41,228 771 96,933
a $2,500,000 under $5,000,000 83 38,162 28 16,321 29 16,294 233 46,032
© $5,000,000 under $10,000,000... N 38 17,489 15 38,306 16 33,387 107 7,749
6 $10,000,000 under $20,000,000...............] 17 20,671 **5 **24,015 **8 **24,190 43 11,395
$20,000,000 OF MOYE....c.cevreuereirerieireiniene 10 18,573 i i i b 24 44,890

Additional tax

TOtAl oo 764 103,876 110 80,811 190 76,366 1,149 175,008

$600,000 under $1,000,000..........c.cvvene] 336 26,781 27 142 74 208 315 60,072

$1,000,000 under $2,500,000...................] 313 28,099 37 26,038 68 26,407 550 51,519

$2,500,000 under $5,000,000...................] 72 28,256 28 16,321 **43 **49,650 173 42,413

$5,000,000 under $10,000,000 28 2,881 15 38,306 *x i 70 5,793

$10,000,000 under $20,000,000. 12 865 **3 **5 **6 **102 26 7,673

$20,000,000 or more 4 16,994 i i b i 15 7,539

No change

Total.. . 12 1,569 9 301 9 307 148 3,656

$600,000 under $1,000,000. -- -- -- -- -- -- 116 3,130

$1,000,000 under $2,500,000................... 9 3 9 301 9 307 25 334

$2,500,000 under $5,000,000................... -- -- -- -- -- -- -- --

$5,000,000 under $10,000,000................. -- -- -- -- -- -- 5 128

$10,000,000 under $20,000,000............... -- -- -- -- -- -- -- --

$20,000,000 OF MOYE....c.cevvrvereirereeireiniene 3 1,566 -- -- -- -- 3 64

Tax reduction

TOtAl oo 149 92,353 31 38,556 32 38,632 402 109,651

$600,000 under $1,000,000 52 1,160 - - - - 90 18,114

$1,000,000 under $2,500,000.. 67 46,861 **31 **38,556 27 14,514 196 45,081

$2,500,000 under $5,000,000.. . 12 9,906 *x *x **4 **24,118 61 3,620

$5,000,000 under $10,000,000.................] 11 14,608 *x *x *x *x 31 1,828

$10,000,000 under $20,000,000...............] 4 19,806 *x *x *x *x 18 3,722

$20,000,000 OF MOYE....c.oevvruerirareiereiniene 3 13 i b b b 6 37,286

Footnotes at end of table.
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Audit Revaluation of Federal Estate Tax Returns, 1992

Table 1.--Results of Audited Estate Tax Returns Filed in 1992: Gross Estate by Type of Revalued
Property, Revalued Deductions, Taxable Estate, Estate Tax, and Tax Credits, by Change in Tax and Size
of Original Gross Estate *--Continued

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Chapter 2 — Specialized Estate Tax Topics

Size of original gross estate Corrected cash Insurance Corrected insurance Farm assets
Number Amount Number Amount Number Amount Number Amount
(33) (34) (35) (36) (87) (38) (39) (40)
All
TOtaAl oo 3,774 366,009 290 35,208 445 76,379 146 116,033
$600,000 under $1,000,000...........cccee... 1,137 102,748 97 16,312 135 15,176 47 7,003
$1,000,000 under $2,500,000................... 1,965 124,569 138 8,457 229 27,736 47 14,834
$2,500,000 under $5,000,000................... 385 46,014 33 2,262 49 18,255 28 28,624
$5,000,000 under $10,000,000 148 12,733 14 7,412 13 12,149 18 20,505
$10,000,000 under $20,000,000. 98 29,756 4 165 12 2,214 **6 **45,066
$20,000,000 or more 40 50,189 3 599 6 850 *x *x
Additional tax
Total... 2,762 240,195 153 15,543 289 52,623 132 90,437
$600,000 under $1,000,000.. 787 76,926 14 1,015 51 1,778 47 7,003
$1,000,000 under $2,500,000................... 1,485 87,473 **120 **6,392 174 17,849 47 14,834
$2,500,000 under $5,000,000...................] 292 42,573 *x *x 35 17,851 14 3,028
$5,000,000 under $10,000,000................. 102 9,383 12 7,372 **28 **15,145 18 20,505
$10,000,000 under $20,000,000............... 67 14,870 4 165 ok ok **6 **45,066
$20,000,000 OF MOYE....coeuveerrirarerierereinane 28 8,970 3 599 ok ok ok ok
No change
TOtaAl oo 280 8,001 53 13,658 64 21,374 14 25,596
$600,000 under $1,000,000 204 3,670 42 12,602 42 11,664 - -
$1,000,000 under $2,500,000.. . 68 572 **10 **1,057 22 9,710 - -
$2,500,000 under $5,000,000 - - *x *x - - 14 25,596
$5,000,000 under $10,000,000................. 5 57 - - - - - -
$10,000,000 under $20,000,000............... - - - - - - - -
$20,000,000 OF MOXE......ccuvveerreecrreecieeannes 3 3,702 - - - - - -
Tax reduction
TOtaAl oo 732 117,813 84 6,007 91 2,382 - -
$600,000 under $1,000,000............ccoe... 146 22,152 41 2,696 41 1,733 - -
$1,000,000 under $2,500,000................... 413 36,524 18 2,351 32 176 - -
$2,500,000 under $5,000,000 92 3,441 23 919 14 404 - -
$5,000,000 under $10,000,000... 40 3,293 3 41 **3 **68 - -
$10,000,000 under $20,000,000............... 32 14,886 - - *x *x - -
$20,000,000 OF MOYE....coevveurrieareriererenens 9 37,517 - - ok *x - -

Footnotes at the end of table.
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Audit Revaluation of Federal Estate Tax Returns, 1992

Table 1.--Results of Audited Estate Tax Returns Filed in 1992: Gross Estate by Type of Revalued
Property, Revalued Deductions, Taxable Estate, Estate Tax, and Tax Credits, by Change in Tax and Size
of Original Gross Estate *--Continued

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Other non-corporate business

Specialized Estate Tax Topics

) . Corrected farm assets Limited partnerships Corrected limited partnerships
Size of original gross estate assets
Number Amount Number Amount Number Amount Number Amount
(41 (42) (43) (44) (45) (46) (47 (48)
All
TOtAl e 213 161,828 163 59,749 206 79,492 302 109,028
N $600,000 under $1,000,000.............covee...] 90 8,254 **50 **14,831 **81 **22,728 24 608
CT) $1,000,000 under $2,500,000...................] 69 10,275 *x *x il il 159 27,271
a $2,500,000 under $5,000,000 31 33,770 57 3,820 59 4,004 49 9,499
®© $5,000,000 under $10,000,000. 16 25,900 26 2,387 35 6,349 41 20,990
5 $10,000,000 under $20,000,000.. **7 **83,628 16 15,757 17 18,027 19 30,916
$20,000,000 OF MOYE....c.oevvruireirerieireiniene b *x 13 22,954 13 28,384 10 19,745
Additional tax
TOtAl e 132 131,749 120 55,436 142 76,127 227 87,681
$600,000 under $1,000,000.............ccvue...] 47 8,070 **18 **12,314 **27 **20,582 15 86
$1,000,000 under $2,500,000...................] 46 9,374 *x il il il 123 15,384
$2,500,000 under $5,000,000...................] 17 4,777 **78 **5,975 **90 **10,211 39 7,812
$5,000,000 under $10,000,000.................] 16 25,900 *x *x *x *x 30 19,895
$10,000,000 under $20,000,000.. **7 **83,628 **24 **37,146 **25 **45,334 16 27,224
$20,000,000 or more. b ** *x *x *x *x 4 17,280
No change
14 28,993 -- -- -- -- -- --

$600,000 under $1,000,000...
$1,000,000 under $2,500,000.........
$2,500,000 under $5,000,000................... 14 28,993 - - - - - -
$5,000,000 under $10,000,000................. - - - - - - - -
$10,000,000 under $20,000,000............... - - - - - - - -
$20,000,000 OF MOYE....c.cevvruereireieireiniene - - - - - - - -

Tax reduction

TOtal o 66 1,085 43 4,313 63 3,365 75 21,347
$600,000 under $1,000,000.............ccco... 42 184 - - - - 9 522
$1,000,000 under $2,500,000...................] 24 901 32 2,517 54 2,146 36 11,887
$2,500,000 under $5,000,000................... - - **5 **231 **4 **142 10 1,687
$5,000,000 under $10,000,000 - - b b b b 11 1,095
$10,000,000 under $20,000,000 - - **5 **1,565 **5 **1,078 3 3,692
$20,000,000 OF MOTe......c.ooovriree - - *x *x *x *x 6 2,465

Footnotes at end of table.
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Audit Revaluation of Federal Estate Tax Returns, 1992

Table 1.--Results of Audited Estate Tax Returns Filed in 1992: Gross Estate by Type of Revalued
Property, Revalued Deductions, Taxable Estate, Estate Tax, and Tax Credits, by Change in Tax and Size
of Original Gross Estate *--Continued

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Chapter 2 — Specialized Estate Tax Topics

Corrected other non-corporate Corrected mortgages and
Size of original gross estate business assets Mortaaaes and notes notes Annuities
Number Amount Number Amount Number Amount Number Amount
(49) (50) (51) (52) (53) (54) (55) (56)
All
TOtAl e 308 157,565 341 158,013 520 426,941 129 48,895
$600,000 under $1,000,000...........cccccee... 24 755 119 6,032 145 6,558 30 2,419
$1,000,000 under $2,500,000................... 160 31,006 76 7,302 162 19,905 69 28,643
$2,500,000 under $5,000,000 57 11,112 78 31,666 119 215,372 28 15,656
$5,000,000 under $10,000,000... 36 33,231 47 57,238 64 126,832 **3 **2,037
$10,000,000 under $20,000,000.... 20 39,573 10 4,305 20 9,766 * *
$20,000,000 OF MOTE.......oooriiiereririrerenns 12 41,888 10 51,470 10 48,508 * *
Additional tax
TOtAl e 240 139,199 257 91,072 388 359,191 77 21,009
$600,000 under $1,000,000............cccc.co.... 15 438 119 6,032 119 6,001 30 2,419
$1,000,000 under $2,500,000................... 124 21,493 52 5,554 118 15,116 20 1,450
$2,500,000 under $5,000,000................... 53 9,827 50 21,423 91 208,623 24 14,963
$5,000,000 under $10,000,000................. 27 31,946 23 6,204 39 75,298 3 **2,037
$10,000,000 under $20,000,000.... 17 36,826 **12 **51,859 21 **54,152 hid hid
$20,000,000 or more... 5 38,669 * * * * ki i
No change
- - 9 518 36 802 15 2,024
$600,000 under $1,000,000.. - - - - 26 557 - -

$1,000,000 under $2,500,000 - - 9 518 9 245 15 2,024
$2,500,000 under $5,000,000................... - - - -~ - - - -
$5,000,000 under $10,000,000................. - - - - - - - -
$10,000,000 under $20,000,000............... - - - - - - - -
$20,000,000 OF MOYE....coevveuirerareriererennans - - - - - - - -

Tax reduction

TOtal..ooiiicc e 67 18,367 74 66,423 97 66,949 37 25,862
$600,000 under $1,000,000..............cco..... 9 317 - - - - - -
$1,000,000 under $2,500,000 36 9,514 14 1,230 35 4,545 34 25,169
$2,500,000 under $5,000,000.. 4 1,285 28 10,244 28 6,749 3 693
$5,000,000 under $10,000,000... 10 1,285 24 51,034 25 51,534 - -
$10,000,000 under $20,000,000............... 3 2,746 7 **3,916 **8 **4,121 - -
$20,000,000 OF MOTE......ccorvevrriiciiiinne 6 3,219 il * * * - -

Footnotes at end of table.
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Audit Revaluation of Federal Estate Tax Returns, 1992

Table 1.--Results of Audited Estate Tax Returns Filed in 1992: Gross Estate by Type of Revalued
Property, Revalued Deductions, Taxable Estate, Estate Tax, and Tax Credits, by Change in Tax and Size
of Original Gross Estate *--Continued

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Specialized Estate Tax Topics

Footnotes at end of table.

Corrected
Size of original gross estate Corrected annuities Denletables/intanaibles depletables/intangibles Art
Number Amount Number Amount Number Amount Number Amount
(57) (58) (59) (60) (61) (62) (63) (64)
All
TOtal e 187 52,136 138 64,729 178 96,475 92 44,790
N $600,000 under $1,000,000............cocvnnee 30 3,939 26 3,550 31 4,243 6 3,843
(:T) $1,000,000 under $2,500,000................... 114 26,780 63 31,187 70 46,133 27 8,071
a $2,500,000 under $5,000,000 36 17,675 19 7,372 35 15,004 25 4,071
CCU $5,000,000 under $10,000,000 . 7 **3,741 14 7,874 23 9,844 18 7,133
O $10,000,000 under $20,000,000. *x *x 11 13,429 **20 **21,251 8 11,111
$20,000,000 OF MOYE....c.oevvruereeareiereiniene b b 4 1,316 *x wx 7 10,562
Additional tax
TOtAl e 136 27,418 123 56,282 148 87,432 29 15,816
8 $600,000 under $1,000,000...........ccoceuen. 30 3,939 26 3,550 31 4,243 - -
‘.5 $1,000,000 under $2,500,000................... 74 7,104 **75 **36,703 63 44,407 3 925
> $2,500,000 under $5,000,000...................] **31 **16,375 b bl 27 14,990 6 2,841
(7'5 $5,000,000 under $10,000,000.................] i i **21 **16,030 12 3,823 12 2,172
- $10,000,000 under $20,000,000. ) il il i il **16 **19,969 5 2,603
= $20,000,000 or more... i i *k *x *x *x 3 7,275
©
No change
()]
; 15 2,025 - - - - - -
$600,000 under $1,000,000.. - - - - - - - -
® $1,000,000 under $2,500,000 15 2,025 - - - - - -
g $2,500,000 under $5,000,000................... - - - - - - - -
7)) $5,000,000 under $10,000,000................. - - - - - - - -
E $10,000,000 under $20,000,000............... - - - - - - - -
al $20,000,000 OF MOT€......cevreiiririririnerinens - - - - - - - -
© Tax reduction
% TOtal e 36 22,692 15 8,446 30 9,044 62 28,974
$600,000 under $1,000,000...........ccocvnene -- -- -- -- -- -- 6 3,843
é $1,000,000 under $2,500,000 24 17,651 **7 **1,856 6 1,726 24 7,146
l_ $2,500,000 under $5,000,000.. . **12 **5,042 *x *x 7 14 18 1,230
_.G_IJ $5,000,000 under $10,000,000... *x il **8 **6,590 12 6,021 6 4,960
,000, under ,000,000............... - - ,
$10,000,000 under $20,000,000 *x *x *x *x 3 8,509
)
(7p) $20,000,000 OF MOYE....c.oevreuereereiereieiene i ** *x ok 4 1,282 4 3,287
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Audit Revaluation of Federal Estate Tax Returns, 1992

Table 1.--Results of Audited Estate Tax Returns Filed in 1992: Gross Estate by Type of Revalued
Property, Revalued Deductions, Taxable Estate, Estate Tax, and Tax Credits, by Change in Tax and Size
of Original Gross Estate *--Continued

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Chapter 2 — Specialized Estate Tax Topics

Size of original gross estate Corrected art Funeral expenses Corrected funeral exnenses Executors' exnenses
Number Amount Number Amount Number Amount Number Amount
(65) (66) (67) (68) (69) (70) (71) (72)
All
TOtAl e 96 46,255 446 6,227 381 4,582 1,496 134,978
$600,000 under $1,000,000.............ccevnene 6 1,559 199 2,303 173 1,632 267 8,676
$1,000,000 under $2,500,000...................] 27 8,423 164 2,039 128 1,175 765 34,118
$2,500,000 under $5,000,000...................] 26 3,992 39 444 43 411 253 20,577
$5,000,000 under $10,000,000 18 8,557 21 165 18 168 106 17,020
$10,000,000 under $20,000,000. 11 12,076 13 857 10 885 73 24,128
$20,000,000 or more 7 11,648 10 420 10 312 31 30,459
Additional tax
Total.. . 30 20,882 325 5,942 254 3,877 1,013 107,093
$600,000 under $1,000,000. - - 126 2,255 100 1,520 83 3,506
$1,000,000 under $2,500,000...................] 3 919 143 2,015 106 1,149 569 28,005
$2,500,000 under $5,000,000...................] 6 3,304 29 427 26 367 198 17,129
$5,000,000 under $10,000,000.................] 12 4,252 13 97 10 101 86 13,728
$10,000,000 under $20,000,000...............] 6 3,576 9 770 5 480 52 17,787
$20,000,000 OF MOTE.....cuvierereeeienirienenenns 3 8,831 7 379 7 259 25 26,937
No change
TOtAl e - - 75 53 75 118 32 670
$600,000 under $1,000,000.... - - 75 **53 75 **118 26 479
$1,000,000 under $2,500,000. . - - ok o i s - -
$2,500,000 under $5,000,000 - - ok ok o ok 5 **191
$5,000,000 under $10,000,000................. - - - - - - ok ok
$10,000,000 under $20,000,000............... - - - - - - ok o
$20,000,000 OF MOXE.....cccuvreereeerreeeireeannes - - - - - - - -
Tax reduction
TOtAl e 65 25,373 46 232 53 588 451 27,215
$600,000 under $1,000,000.............ccevnene 6 1,559 31 **35 37 **64 158 4,691
$1,000,000 under $2,500,000...................] 24 7,504 o kil ki kil 196 6,112
$2,500,000 under $5,000,000 20 688 * * * * **91 **12,889
$5,000,000 under $10,000,000... 6 4,305 8 68 8 67 o o
$10,000,000 under $20,000,000............... 4 8,500 4 87 4 404 * o
$20,000,000 OF MOTE.....cuveerereeienirieienenns 4 2,818 3 42 3 53 5 3,522

Footnotes at the end of table.
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Audit Revaluation of Federal Estate Tax Returns, 1992

Table 1.--Results of Audited Estate Tax Returns Filed in 1992: Gross Estate by Type of Revalued
Property, Revalued Deductions, Taxable Estate, Estate Tax, and Tax Credits, by Change in Tax and Size
of Original Gross Estate *--Continued

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Specialized Estate Tax Topics

Size of original gross estate Corrected executors' expenses| Attornevs' fees Corrected attornevs' fees Other exnenses
Number Amount Number Amount Number Amount Number Amount
(73) (74) (75) (76) (77) (78) (79) (80)
All
TOtaAl oo 1,495 127,882 2,622 147,768 2,808 166,008 3,195 234,517
N $600,000 under $1,000,000...................... 309 8,435 526 10,798 584 13,651 568 2,929
qL_) $1,000,000 under $2,500,000...................} 712 26,608 1,225 46,087 1,335 53,928 1,591 68,179
a $2,500,000 under $5,000,000 265 21,727 475 30,909 488 31,384 558 40,902
®© $5,000,000 under $10,000,000 106 18,559 246 19,038 249 25,913 273 29,619
6 $10,000,000 under $20,000,000. 69 22,607 94 17,507 97 21,108 119 32,819
$20,000,000 OF MOTE.......eereeaeeeeeieeneereeans 33 29,946 56 23,428 55 20,024 86 60,069
Additional tax
TOtaAl oo 1,026 99,305 1,695 109,687 1,763 110,360 2,148 137,930
$600,000 under $1,000,000...................... 124 4,123 303 4,471 335 6,252 410 2,015
$1,000,000 under $2,500,000................... 533 20,467 800 35,723 826 38,239 1,042 28,788
$2,500,000 under $5,000,000................... 210 18,169 312 24,157 325 20,350 365 9,391
$5,000,000 under $10,000,000................. 84 14,821 178 11,121 176 13,165 191 24,205
$10,000,000 under $20,000,000. 49 16,151 69 13,902 70 16,653 84 23,186
$20,000,000 or more... 25 25,574 32 20,314 32 15,701 56 50,345
No change
32 894 76 3,151 108 4,290 156 29,891
$600,000 under $1,000,000.. N 26 485 26 742 52 1,748 50 173
$1,000,000 under $2,500,000.. - - 29 1,088 29 1,070 **86 **27,472
$2,500,000 under $5,000,000................... **5 **408 4 46 4 62 ok ok
$5,000,000 under $10,000,000.................J *x *x **16 **1,247 15 1,204 20 2,247
$10,000,000 under $20,000,000............... ok ok ok ok 4 185 - -
$20,000,000 OF MOYE......ocveverreereriererieraans - - - - 3 21 - -
Tax reduction
TOtaAl oo 438 27,684 851 34,930 937 51,358 890 66,696
$600,000 under $1,000,000...................... 158 3,827 197 5,586 197 5,651 109 741
$1,000,000 under $2,500,000................... 180 6,141 397 9,276 480 14,620 **655 **43,430
$2,500,000 under $5,000,000................... **91 **13,343 159 6,707 159 10,972 ok ok
$5,000,000 under $10,000,000... *x *x *76 **10,247 58 11,544 61 3,168
$10,000,000 under $20,000,000. *x *x *x *x 23 4,270 35 9,633
$20,000,000 OF MOTE.......cccuveeeareraearennns 8 4,372 23 3,114 20 4,301 30 9,724

Footnotes at end of table.
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Audit Revaluation of Federal Estate Tax Returns, 1992

Table 1.--Results of Audited Estate Tax Returns Filed in 1992: Gross Estate by Type of Revalued
Property, Revalued Deductions, Taxable Estate, Estate Tax, and Tax Credits, by Change in Tax and Size
of Original Gross Estate *--Continued

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Chapter 2 — Specialized Estate Tax Topics

Size of original gross estate Corrected other expenses Medical debts Corrected medical debts Debts and mortaaaes
Number Amount Number Amount Number Amount Number Amount
(81) (82) (83) (84) (85) (86) (87) (88)
All
TOtaAl oo 6,143 385,502 56 3,028 247 1,416 1,516 229,395
$600,000 under $1,000,000...........cccueeneen 1,421 5,497 **26 **1,615 41 68 307 7,721
$1,000,000 under $2,500,000................... 3,106 85,496 *x *x 136 178 671 51,127
$2,500,000 under $5,000,000 918 66,562 13 1,249 38 1,021 288 51,080
$5,000,000 under $10,000,000... 409 38,562 7 29 20 84 132 43,582
$10,000,000 under $20,000,000.... 168 66,299 4 74 6 58 66 25,361
$20,000,000 OF MOTE......eeveeeeraeiaeeaeeneenns 121 123,086 5 60 5 7 51 50,524
Additional tax
TOtaAl oo 4,699 245,141 41 2,948 203 1,337 1,076 191,640
$600,000 under $1,000,000...........ccccueeneen 1,183 4,515 **16 **1,608 41 68 206 6,217
$1,000,000 under $2,500,000................... 2,340 39,495 *x *x 108 105 461 42,489
$2,500,000 under $5,000,000................... 660 25,234 13 1,249 32 1,021 221 45,656
$5,000,000 under $10,000,000................. 311 26,870 **12 **91 13 78 101 30,454
$10,000,000 under $20,000,000.... 124 47,243 *x *x 4 58 47 23,286
$20,000,000 or more... 82 101,784 ok ok 5 7 39 43,538
No change

140 29,988 - - 5 3 87 8,716

$600,000 under $1,000,000.. 67 199 - - - - 68 1,324
$1,000,000 under $2,500,000 42 26,867 - - - - 15 4,184
$2,500,000 under $5,000,000................... 4 138 - - - - 4 3,208
$5,000,000 under $10,000,000................. 20 2,398 - - 5 3 - -
$10,000,000 under $20,000,000............... 3 17 - - - - - -
$20,000,000 OF MOXE......ccvreerreecrieecreeannes 3 368 - - - - - -

Tax reduction

TOtaAl oo 1,305 110,374 15 79 39 76 352 29,039
$600,000 under $1,000,000............cccuen.en 171 783 - - - - 33 180
$1,000,000 under $2,500,000 725 19,135 11 7 28 74 195 4,454
$2,500,000 under $5,000,000.. 254 41,190 - - 6 - 63 2,216
$5,000,000 under $10,000,000... 78 9,293 **4 **72 2 2 31 13,127
$10,000,000 under $20,000,000............... 41 19,039 ok ok 2 - 19 2,075
$20,000,000 OF MOTE......eeveeeeeanieneraneeneenns 36 20,934 ok ok - - 12 6,987

Footnotes at end of table.
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Audit Revaluation of Federal Estate Tax Returns, 1992

Table 1.--Results of Audited Estate Tax Returns Filed in 1992: Gross Estate by Type of Revalued
Property, Revalued Deductions, Taxable Estate, Estate Tax, and Tax Credits, by Change in Tax and Size
of Original Gross Estate *--Continued

[All figures are estimates based on samples--money amounts are in thousands of dollars]
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Footnotes at end of table.

Corrected debts and . Corrected allowable
Size of original gross estate mortgages Allowable deductions deductions Taxable estate
Number Amount Number Amount Number Amount Number Amount
(89) (90) (91) (92) (93) (94) (95) (96)
All
TOtal e 2,131 185,037 11,334 11,905,096 11,334 12,022,070 11,295 22,963,526
N $600,000 under $1,000,000............ccennene 365 9,747 3,475 268,777 3,475 285,347 3,453 2,521,716
El_.) $1,000,000 under $2,500,000................... 978 31,585 5,239 1,425,494 5,239 1,395,603 5,239 6,305,073
a $2,500,000 under $5,000,000 452 43,102 1,521 1,345,364 1,521 1,359,735 1,521 3,828,502
g $5,000,000 under $10,000,000 187 34,902 613 1,406,919 613 1,410,745 600 2,689,429
U $10,000,000 under $20,000,000. 84 21,433 291 1,522,898 291 1,596,679 291 2,480,901
$20,000,000 OF MOYE....c.oevvruereeareiereiniene 65 44,269 193 5,935,646 193 5,973,961 190 5,137,905
Additional tax
TOtAl e 1,433 137,775 6,807 5,602,376 6,807 5,515,594 6,781 14,439,078
8 $600,000 under $1,000,000............ccennene 249 3,885 2,172 148,919 2,172 150,148 2,149 1,596,182
‘.5 $1,000,000 under $2,500,000................... 667 23,585 3,111 712,915 3,111 650,224 3,111 3,841,693
> $2,500,000 under $5,000,000................... 302 35,089 874 735,402 874 712,236 874 2,257,024
(75 $5,000,000 under $10,000,000................. 117 20,771 383 723,232 383 706,906 379 1,839,490
- $10,000,000 under $20,000,000. 55 17,424 169 756,415 169 741,935 169 1,570,789
= $20,000,000 or more... 43 37,021 99 2,525,493 99 2,554,145 99 3,333,898
8 No change
; 32 3,448 2,143 4,082,735 2,143 4,087,075 2,130 3,266,164
$600,000 under $1,000,000.. -- -- 865 82,270 865 87,603 865 593,203
® $1,000,000 under $2,500,000.. 25 257 780 367,981 780 363,583 780 769,694
g $2,500,000 under $5,000,000...................] 4 2,616 274 321,573 274 322,875 274 586,810
(V)] $5,000,000 under $10,000,000.................] - - 122 423,520 122 423,907 113 354,264
E $10,000,000 under $20,000,000...............] -- -- 50 413,265 50 413,265 50 257,641
,000, OF MOTE..veeiiieieieesieie e 474, ,475, ,
$20,000,000 3 575 52 2,474,126 52 2,475,842 49 704,553
© Tax reduction
% TOtal e 666 43,814 2,384 2,219,986 2,384 2,419,402 2,384 5,258,284
$600,000 under $1,000,000............cocenene 115 5,862 439 37,588 439 47,596 439 332,331
é $1,000,000 under $2,500,000 287 7,743 1,348 344,598 1,348 381,796 1,348 1,693,686
l_ $2,500,000 under $5,000,000.. 146 5,397 374 288,388 374 324,625 374 984,667
9 $5,000,000 under $10,000,000... 69 14,132 109 260,167 109 279,931 109 495,675
© $10,000,000 under $20,000,000............... 29 4,009 72 353,217 72 441,480 72 652,471
)
(7p) $20,000,000 OF MOYE....c.oevrevereeareiereieiene 19 6,672 43 936,027 43 943,974 43 1,099,454
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Audit Revaluation of Federal Estate Tax Returns, 1992

Table 1.--Results of Audited Estate Tax Returns Filed in 1992: Gross Estate by Type of Revalued
Property, Revalued Deductions, Taxable Estate, Estate Tax, and Tax Credits, by Change in Tax and Size
of Original Gross Estate *--Continued

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Chapter 2 — Specialized Estate Tax Topics

i . Corrected adjusted taxable i
Size of original gross estate Corrected taxable estate Adiusted taxable aifts gifts Adiusted taxable estate
Number Amount Number Amount Number Amount Number Amount
(97) (98) (99) (100) (101) (102) (103) (104)
All
TOtaAl oo 11,310 24,066,896 2,046 977,969 3,421 1,169,305 11,302 23,941,496
$600,000 under $1,000,000...........cccee... 3,475 2,606,917 185 52,367 993 122,170 3,453 2,574,084
$1,000,000 under $2,500,000................... 5,232 6,518,604 813 185,417 1,191 231,057 5,239 6,490,490
$2,500,000 under $5,000,000................... 1,521 4,101,472 452 159,780 571 191,206 1,521 3,988,282
$5,000,000 under $10,000,000 604 2,865,947 288 139,778 334 148,176 607 2,829,207
$10,000,000 under $20,000,000. 288 2,587,173 168 117,698 181 135,699 291 2,598,599
$20,000,000 or more 190 5,386,783 140 322,928 151 340,997 190 5,460,833
Additional tax
Total... 6,807 15,817,277 1,362 571,870 2,436 743,584 6,781 15,010,948
$600,000 under $1,000,000.. 2,172 1,707,393 159 34,049 769 85,167 2,149 1,630,232
$1,000,000 under $2,500,000................... 3,111 4,138,390 548 116,237 837 160,582 3,111 3,957,931
$2,500,000 under $5,000,000................... 874 2,589,893 332 131,998 439 163,141 874 2,389,023
$5,000,000 under $10,000,000................. 383 2,038,699 157 56,399 201 64,845 379 1,895,889
$10,000,000 under $20,000,000............... 169 1,740,673 98 71,905 111 89,777 169 1,642,694
$20,000,000 OF MOYE....c.oevveuirerareriereinieane 99 3,602,230 69 161,281 80 180,071 99 3,495,179
No change
TOtaAl oo 2,123 3,265,434 312 146,231 487 163,153 2,137 3,412,395
$600,000 under $1,000,000 865 584,645 - - 174 17,256 865 593,203
$1,000,000 under $2,500,000.. 772 777,309 103 12,427 103 12,444 780 782,121
$2,500,000 under $5,000,000 274 586,833 66 14,168 67 14,185 274 600,978
$5,000,000 under $10,000,000................. 113 354,452 7 42,015 77 41,647 120 396,279
$10,000,000 under $20,000,000............... 50 257,641 28 14,399 28 14,399 50 272,041
$20,000,000 OF MOYE....c.oevveuereereriereinieans 49 704,553 38 63,222 38 63,222 49 767,774
Tax reduction
TOtaAl oo 2,381 4,984,184 371 259,868 498 262,568 2,384 5,518,153
$600,000 under $1,000,000............coccenene 439 314,879 26 18,318 50 19,747 439 350,650
$1,000,000 under $2,500,000................... 1,348 1,602,905 163 56,752 251 58,031 1,348 1,750,438
$2,500,000 under $5,000,000 374 924,746 54 13,614 66 13,880 374 998,282
$5,000,000 under $10,000,000... 109 472,796 53 41,364 56 41,684 109 537,039
$10,000,000 under $20,000,000............... 69 588,859 43 31,394 43 31,522 72 683,864
$20,000,000 OF MOYE....c.oevveueriiareriereinieane 43 1,080,000 33 98,426 33 97,705 43 1,197,880

Footnotes at the end of table.
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Audit Revaluation of Federal Estate Tax Returns, 1992

Table 1.--Results of Audited Estate Tax Returns Filed in 1992: Gross Estate by Type of Revalued
Property, Revalued Deductions, Taxable Estate, Estate Tax, and Tax Credits, by Change in Tax and Size
of Original Gross Estate *--Continued

[All figures are estimates based on samples--money amounts are in thousands of dollars]
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Footnotes at end of table.

Corrected adjusted taxable ) . .
Size of original gross estate estate Tentative tax Corrected tentative tax Gift taxes pavable
Number Amount Number Amount Number Amount Number Amount
(105) (106) (107) (108) (109) (110) (111) (112)
All
TOtal e 11,317 25,236,201 11,302 10,642,818 11,317 11,310,060 478 229,586
N $600,000 under $1,000,000..........c.ccvuene] 3,475 2,729,087 3,453 855,546 3,475 914,848 54 6,129
2]__) $1,000,000 under $2,500,000...................] 5,232 6,749,661 5,239 2,367,345 5,232 2,481,594 101 15,232
a $2,500,000 under $5,000,000 1,521 4,292,678 1,521 1,709,581 1,521 1,877,243 70 6,082
g $5,000,000 under $10,000,000 611 3,014,123 607 1,357,119 611 1,458,751 81 17,606
U $10,000,000 under $20,000,000. 288 2,722,872 291 1,352,542 288 1,427,195 71 31,221
$20,000,000 OF MOYE....c.oevveueriireiereiriene 190 5,727,780 190 3,000,684 190 3,150,429 100 153,317
Additional tax
TOtAl e 6,807 16,560,861 6,781 6,720,625 6,807 7,512,750 258 118,029
8 $600,000 under $1,000,000..........c.cvnen.] 2,172 1,792,560 2,149 543,072 2,172 605,143 26 4,814
‘.5 $1,000,000 under $2,500,000...................] 3,111 4,298,973 3,111 1,446,754 3,111 1,595,798 62 7,535
> $2,500,000 under $5,000,000...................] 874 2,753,033 874 1,031,711 874 1,229,653 49 5,303
(7‘) $5,000,000 under $10,000,000.................] 383 2,103,544 379 915,543 383 1,029,397 28 4,259
- $10,000,000 under $20,000,000. 169 1,830,450 169 858,531 169 966,740 43 17,285
= $20,000,000 or more... 99 3,782,301 99 1,925,013 99 2,086,020 50 78,833
8 No change
; 2,130 3,428,587 2,137 1,463,609 2,130 1,469,338 81 41,871
$600,000 under $1,000,000.. 865 601,902 865 194,640 865 197,859 **8 **576
® $1,000,000 under $2,500,000 772 789,753 780 279,367 772 281,928 b i
g $2,500,000 under $5,000,000................... 274 601,018 274 251,795 274 251,811 12 734
(V)] $5,000,000 under $10,000,000.................] 120 396,099 120 184,706 120 184,640 17 5,631
E $10,000,000 under $20,000,000...............] 50 272,041 50 137,850 50 137,850 13 5,374
D_ $20,000,000 OF MOYE....c.cevrruereireieraienienne 49 767,774 49 415,251 49 415,251 30 29,557
-8 Tax reduction
CU TOtal e 2,381 5,246,752 2,384 2,458,584 2,381 2,327,972 139 69,687
$600,000 under $1,000,000............ccenene 439 334,626 439 117,834 439 111,846 **59 **8,436
é $1,000,000 under $2,500,000...................] 1,348 1,660,936 1,348 641,224 1,348 603,867 *x *x
l_ $2,500,000 under $5,000,000................... 374 938,626 374 426,074 374 395,780 9 45
9 $5,000,000 under $10,000,000... 109 514,479 109 256,869 109 244,715 36 7,715
S $10,000,000 under $20,000,000. 69 620,381 72 356,162 69 322,606 15 8,562
(7] $20,000,000 OF MOYE.......coevireiariieiriiaieans 43 1,177,704 43 660,421 43 649,159 20 44,928
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Audit Revaluation of Federal Estate Tax Returns, 1992

Table 1.--Results of Audited Estate Tax Returns Filed in 1992: Gross Estate by Type of Revalued
Property, Revalued Deductions, Taxable Estate, Estate Tax, and Tax Credits, by Change in Tax and Size
of Original Gross Estate *--Continued

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Chapter 2 — Specialized Estate Tax Topics

Size of original gross estate Corrected gift taxes payable Gross estate tax Corrected aross estate tax Allowable unified credit
Number Amount Number Amount Number Amount Number Amount
(113) (114) (115) (116) (117) (118) (119) (120)
All
TOtaAl oo 541 247,294 11,300 10,413,232 11,315 11,062,766 11,297 2,177,118
$600,000 under $1,000,000......................} 77 6,130 3,451 849,418 3,473 908,717 3,453 665,532
$1,000,000 under $2,500,000................... 111 19,095 5,239 2,352,113 5,232 2,462,499 5,239 1,009,904
$2,500,000 under $5,000,000 81 6,351 1,521 1,703,500 1,521 1,870,892 1,507 290,202
$5,000,000 under $10,000,000... 86 18,439 607 1,339,513 611 1,440,312 613 118,177
$10,000,000 under $20,000,000.... 76 38,626 291 1,321,321 288 1,388,569 291 56,134
$20,000,000 OF MOTE.......eereeaeaaieeeeeneereeans 110 158,653 190 2,847,367 190 2,991,776 193 37,168
Additional tax
TOtaAl oo 321 135,041 6,781 6,602,596 6,807 7,377,709 6,770 1,304,960
$600,000 under $1,000,000......................} 48 4,816 2,149 538,258 2,172 600,327 2,149 414,360
$1,000,000 under $2,500,000................... 71 11,793 3,111 1,439,220 3,111 1,584,005 3,111 599,711
$2,500,000 under $5,000,000................... 66 5,604 874 1,026,408 874 1,224,049 860 165,640
$5,000,000 under $10,000,000................. 33 4,912 379 911,284 383 1,024,485 383 73,743
$10,000,000 under $20,000,000.... 47 24,013 169 841,246 169 942,727 169 32,541
$20,000,000 or more... 56 83,903 99 1,846,180 99 2,002,116 99 18,965
No change

81 41,871 2,135 1,421,738 2,127 1,427,467 2,143 412,587

$600,000 under $1,000,000.. . **8 **576 863 194,320 863 197,539 865 166,562
$1,000,000 under $2,500,000 N *x *x 780 279,111 772 281,673 780 150,317
$2,500,000 under $5,000,000...................} 12 734 274 251,062 274 251,077 274 52,522
$5,000,000 under $10,000,000................. 17 5,631 120 179,075 120 179,009 122 23,526
$10,000,000 under $20,000,000............... 13 5,374 50 132,476 50 132,476 50 9,712
$20,000,000 OF MOTE......eereeaneeaeeeeeareereeans 30 29,557 49 385,694 49 385,694 52 9,948

Tax reduction

TOtaAl oo 139 70,382 2,384 2,388,898 2,381 2,257,591 2,384 459,571
$600,000 under $1,000,000...................... **59 **8,040 439 116,839 439 110,852 439 84,610
$1,000,000 under $2,500,000 N *x *x 1,348 633,782 1,348 596,822 1,348 259,877
$2,500,000 under $5,000,000.. 3 13 374 426,030 374 395,767 374 72,040
$5,000,000 under $10,000,000... . 36 7,896 109 249,154 109 236,818 109 20,907
$10,000,000 under $20,000,000............... 16 9,239 72 347,600 69 313,367 72 13,881
$20,000,000 OF MOTE.......eereeaeeaieeieeneereeans 25 45,193 43 615,493 43 603,966 43 8,255

Footnotes at end of table.
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Audit Revaluation of Federal Estate Tax Returns, 1992

Table 1.--Results of Audited Estate Tax Returns Filed in 1992: Gross Estate by Type of Revalued
Property, Revalued Deductions, Taxable Estate, Estate Tax, and Tax Credits, by Change in Tax and Size
of Original Gross Estate *--Continued

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Specialized Estate Tax Topics

Corrected allowable unified Corrected credit for State
Size of original gross estate credit Credit for State death taxes death taxes Other credits
Number Amount Number Amount Number Amount Number Amount
(121) (122) (123) (124) (125) (126) (127) (128)
All
TOtaAl oo 11,334 2,182,913 10,348 1,725,396 10,673 1,798,379 559 82,650
N $600,000 under $1,000,000..........c..cveee..] 3,475 669,619 2,978 58,826 3,214 67,316 132 5,235
El_.) $1,000,000 under $2,500,000 5,239 1,009,230 4,872 240,627 4,948 252,643 215 11,607
"6_ $2,500,000 under $5,000,000.. 1,521 292,766 1,466 221,956 1,470 227,202 137 30,506
© $5,000,000 under $10,000,000... 613 118,053 576 215,260 581 226,373 47 28,765
6 $10,000,000 under $20,000,000...............] 291 56,103 275 263,066 278 273,723 20 4,611
$20,000,000 OF MOFE......cevrrverirerieirnienrenns 193 37,142 181 725,661 181 751,121 8 1,927
Additional tax
TOtaAl oo 6,807 1,310,957 6,560 1,124,994 6,768 1,211,725 298 50,178
$600,000 under $1,000,000............cocenene 2,172 418,447 2,006 40,513 2,149 48,465 31 348
$1,000,000 under $2,500,000...................] 3,111 599,174 3,039 149,655 3,097 164,909 128 5,990
$2,500,000 under $5,000,000 874 168,212 874 134,636 872 143,635 86 12,478
$5,000,000 under $10,000,000 383 73,683 376 151,910 383 165,007 36 26,196
$10,000,000 under $20,000,000. 169 32,509 166 171,592 169 184,560 12 3,621
$20,000,000 OF MOFE....c.coververirerieirniearenne 99 18,933 99 476,690 99 505,150 5 1,545
No change
TOtaAl oo 2,143 412,531 1,465 210,904 1,582 212,476 151 22,830
$600,000 under $1,000,000.............ccvee...] 865 166,562 533 9,492 633 10,915 75 3,957
$1,000,000 under $2,500,000...................] 780 150,317 532 26,172 548 26,323 28 2,506
$2,500,000 under $5,000,000...................] 274 52,522 228 29,968 228 29,968 35 14,679
$5,000,000 under $10,000,000................. 122 23,470 91 25,239 91 25,238 7 1,346
$10,000,000 under $20,000,000. 50 9,712 42 25,943 42 25,943 **5 **342
$20,000,000 or more... 52 9,948 40 94,090 40 94,090 ok ok
Tax reduction
2,384 459,425 2,323 389,498 2,323 374,178 110 9,642
$600,000 under $1,000,000.. 439 84,610 439 8,821 432 7,936 26 930
$1,000,000 under $2,500,000.. 1,348 259,739 1,301 64,800 1,303 61,412 59 3,111
$2,500,000 under $5,000,000...................] 374 72,033 364 57,352 370 53,599 16 3,349
$5,000,000 under $10,000,000................. 109 20,900 109 38,112 108 36,129 3 1,223
$10,000,000 under $20,000,000............... 72 13,881 68 65,532 68 63,221 **5 **1,030
$20,000,000 OF MOYE.....c.cevrruerirreieiraiinienne 43 8,262 43 154,881 43 151,881 ok ok

Footnotes at end of table.
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Audit Revaluation of Federal Estate Tax Returns, 1992

Table 1.--Results of Audited Estate Tax Returns Filed in 1992: Gross Estate by Type of Revalued
Property, Revalued Deductions, Taxable Estate, Estate Tax, and Tax Credits, by Change in Tax and Size
of Original Gross Estate *--Continued

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Chapter 2 — Specialized Estate Tax Topics

Size of original gross estate Corrected other credits Net estate tax Corrected net estate tax Net chanae in estate tax
Number Amount Number Amount Number Amount Number Amount
(129) (130) (131) (132) (133) (134) (135) (136)
All
TOtaAl oo 623 84,910 10,156 6,443,394 10,458 6,998,261 9,191 559,775
$600,000 under $1,000,000.............coee...] 158 2,813 2,799 124,014 3,021 169,026 2,612 45,974
$1,000,000 under $2,500,000...................] 249 14,756 4,874 1,105,903 4,924 1,193,946 4,459 90,413
$2,500,000 under $5,000,000................... 130 29,963 1,457 1,154,566 1,470 1,314,616 1,247 160,254
$5,000,000 under $10,000,000 53 30,636 568 977,715 580 1,064,379 491 87,154
$10,000,000 under $20,000,000. 23 5,317 274 997,853 272 1,054,207 241 56,504
$20,000,000 or more 10 1,425 184 2,083,344 190 2,202,087 141 119,475
Additional tax
Total... . 313 52,423 6,427 4,126,038 6,807 4,802,602 6,807 676,564
$600,000 under $1,000,000.. 31 444 1,914 82,534 2,172 132,971 2,172 50,437
$1,000,000 under $2,500,000...................] 146 8,369 3,016 687,108 3,111 811,552 3,111 124,444
$2,500,000 under $5,000,000................... 79 11,965 856 713,654 874 900,237 874 186,582
$5,000,000 under $10,000,000................. 36 26,637 376 660,220 383 759,159 383 98,939
$10,000,000 under $20,000,000............... 15 3,992 166 633,541 169 721,666 169 88,125
$20,000,000 OF MOYE....c.oevveuereeareriereinieane 6 1,016 99 1,348,981 99 1,477,017 99 128,037
No change
TOtaAl oo 151 20,290 1,345 787,170 1,435 782,262 - -
$600,000 under $1,000,000 75 1,426 446 19,001 469 18,039 - -
$1,000,000 under $2,500,000.. 28 2,506 510 112,802 559 110,432 - -
$2,500,000 under $5,000,000 35 14,679 227 147,623 232 147,419 - -
$5,000,000 under $10,000,000................. 7 1,338 83 128,583 89 128,093 - -
$10,000,000 under $20,000,000............... **5 **342 36 97,005 37 96,855 - -
$20,000,000 OF MOY€....coevveurriiareriereienens i *x 43 282,156 49 281,424 - -
Tax reduction
TOtaAl oo 160 12,196 2,384 1,530,186 2,216 1,413,397 2,384 -116,790
$600,000 under $1,000,000...........ccocvneene 53 943 439 22,478 381 18,016 439 -4,463
$1,000,000 under $2,500,000................... 75 3,881 1,348 305,994 1,254 271,962 1,348 -34,031
$2,500,000 under $5,000,000 16 3,318 374 293,289 364 266,960 374 -26,328
$5,000,000 under $10,000,000... 9 2,662 109 188,912 109 177,127 109 -11,785
$10,000,000 under $20,000,000............... w7 **1,392 72 267,306 66 235,685 72 -31,621
$20,000,000 OF MOYE....coevveurrieareriererenens i *x 43 452,207 43 443,646 43 -8,562

Footnotes at the end of table.
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Audit Revaluation of Federal Estate Tax Returns, 1992

Table 1.--Results of Audited Estate Tax Returns Filed in 1992: Gross Estate by Type of Revalued
Property, Revalued Deductions, Taxable Estate, Estate Tax, and Tax Credits, by Change in Tax and Size
of Original Gross Estate *--Continued

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Corrected generation-skipping

Specialized Estate Tax Topics

Size of original gross estate Generation-skippina tax tax Section 4980A tax Corrected section 4980A tax
Number Amount Number Amount Number Amount Number Amount
(137) (138) (139) (140) (141) (142) (143) (144)
All
TOtAl e 83 39,017 85 43,222 112 5,946 116 6,241
N $600,000 under $1,000,000..........cccccrueeene - - - - - - - -
(;T) $1,000,000 under $2,500,000................... 6 645 - - 16 631 16 711
a $2,500,000 under $5,000,000 21 4,999 28 5,938 49 2,049 56 2,276
g $5,000,000 under $10,000,000... 9 5,441 9 5,449 18 468 16 465
O $10,000,000 under $20,000,000.... 25 17,085 26 17,075 18 901 17 893
$20,000,000 OF MOYE....c.oevrruereiareiereieiene 22 10,848 23 14,761 11 1,896 11 1,896

Additional tax
TOtaAl oo 43 23,243 38 23,016 34 1,179 32 1,220
$600,000 under $1,000,000...........ccccueeen -- -- - - - - - -

$1,000,000 under $2,500,000................... 6 645 - - 3 69 3 69
$2,500,000 under $5,000,000................... 6 1,213 6 1,223 12 589 12 641
$5,000,000 under $10,000,000................. 7 4,797 7 4,806 8 8 7 4
$10,000,000 under $20,000,000.... 14 10,064 16 10,095 8 287 6 279
$20,000,000 or more... 9 6,524 9 6,892 3 226 3 226
No change

25 8,244 25 8,244 26 1,887 26 1,887

$600,000 under $1,000,000.. -- -- -- -- -- -- -- --
$1,000,000 under $2,500,000 -- -- -- -- -- -- -- --
$2,500,000 under $5,000,000................... **13 **3,042 **13 **3,042 13 305 13 305
$5,000,000 under $10,000,000................. il i i i 4 23 4 23
$10,000,000 under $20,000,000............... **11 **5,203 **11 **5,203 6 172 6 172
$20,000,000 OF MOYE....c.cevrruereireiereieieane i ** *x *x 3 1,388 3 1,388

Tax reduction

TOtal e 16 7,530 23 11,962 51 2,879 59 3,134
$600,000 under $1,000,000...........ccocue.n. -- -- -- -- -- -- -- --
$1,000,000 under $2,500,000................... - - - - 13 563 13 643
$2,500,000 under $5,000,000...................] **4 **1,388 **11 **2.317 24 1,156 32 1,330
$5,000,000 under $10,000,000... *x *x *x *x 6 437 6 437
$10,000,000 under $20,000,000. **11 **6,142 **12 **9,646 4 442 4 442
$20,000,000 OF MOYE.......coeuvreiaririiraiainans ** ** ** *x 4 282 4 282

Footnotes at end of table.
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Audit Revaluation of Federal Estate Tax Returns, 1992

Table 1.--Results of Audited Estate Tax Returns Filed in 1992: Gross Estate by Type of Revalued
Property, Revalued Deductions, Taxable Estate, Estate Tax, and Tax Credits, by Change in Tax and Size
of Original Gross Estate *--Continued

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Chapter 2 — Specialized Estate Tax Topics

Size of original gross estate Total transfer taxes Corrected total transfer taxes Chanae in total transfer taxes
Number Amount Number Amount Number Amount
(145) (146) (147) (148) (149) (150)
All
TOtaAl oo 10,257 6,483,450 10,469 7,047,725 9,196 564,324
$600,000 under $1,000,000...........cccueen.en 2,822 123,052 3,021 169,026 2,612 45,974
$1,000,000 under $2,500,000................... 4,923 1,104,809 4,924 1,194,658 4,459 89,848
$2,500,000 under $5,000,000................... 1,469 1,161,410 1,477 1,322,830 1,247 161,420
$5,000,000 under $10,000,000 578 983,134 584 1,070,293 495 87,209
$10,000,000 under $20,000,000.... 275 1,015,689 272 1,072,174 241 56,485
$20,000,000 OF MOTE......cceneeeeiereiaiaaneanns 190 2,095,356 190 2,218,744 141 123,388
Additional tax

6,427 4,150,460 6,807 4,826,838 6,807 676,377

$600,000 under $1,000,000.. 1,914 82,534 2,172 132,971 2,172 50,437
$1,000,000 under $2,500,000................... 3,016 687,822 3,111 811,621 3,111 123,799
$2,500,000 under $5,000,000................... 856 715,456 874 902,101 874 186,645
$5,000,000 under $10,000,000................. 376 665,025 383 763,969 383 98,944
$10,000,000 under $20,000,000. 166 643,892 169 732,040 169 88,148
$20,000,000 or more 99 1,355,731 99 1,484,135 99 128,405

No change
TOtaAl oo 1,446 792,394 1,446 792,394 5 50
$600,000 under $1,000,000 469 18,039 469 18,039 **5 **50
$1,000,000 under $2,500,000 559 110,432 559 110,432 *x *x
$2,500,000 under $5,000,000................... 240 150,327 240 150,327 *x *x
$5,000,000 under $10,000,000................. 93 128,555 93 128,555 *x *x
$10,000,000 under $20,000,000............... 37 99,201 37 99,201 - -
$20,000,000 OF MOYe........cceveereeeeranianenn ] 49 285,841 49 285,841 - -
Tax reduction

TOtaAl oo 2,384 1,540,596 2,216 1,428,493 2,384 -112,102
$600,000 under $1,000,000...........cccueen.en 439 22,478 381 18,016 **1,787 **.38,413
$1,000,000 under $2,500,000 1,348 306,556 1,254 272,605 *x *x
$2,500,000 under $5,000,000.. 374 295,627 364 270,402 **483 **-37,010
$5,000,000 under $10,000,000... 109 189,554 109 177,770 *x *x
$10,000,000 under $20,000,000............... 72 272,595 66 240,933 72 -31,663
$20,000,000 OF MOYE.......oevvreeeereeaeeanernnns 43 453,784 43 448,768 43 -5,016

**Data deleted or combined to prevent disclosure of individual taxpayer data.

* Original aross estate shown at the value on the decedent’s date of death.

? Bonds category includes State and local bonds, Federal savinas bonds, other Federal bonds, corporate and foreian bonds, and unclassified bond funds.

® Unclassified mutual funds category includes mutual funds that contain a variety of investment instruments. as well as mutual funds comprised of unknown assets.

* Cash category includes all cash instruments, as well as cash management accounts.

NOTES: Original and corrected values represent pre- and post-audit values, respectively. Asset and deduction values are for those assets and deductions that were revalued
during audit. They do not represent the total value of all assets and deductions included in estates. Detail may not add to totals because of rounding.
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Audit Revaluation of Federal Estate Tax Returns, 1992
0
=
o
[ Table 2.--Results of Audited Estate Tax Returns Filed in 1992: Gross Estate by Type of Revalued
é Property, Revalued Deductions, Taxable Estate, Estate Tax, and Tax Credits, by Size of Change in Tax
la_J Assessment?
4 [All figures are estimates based on samples--money amounts are in thousands of dollars]
i
(72 . . Total gross estate Corrected total gross estate Change, total gross estate Personal residence
L Size of change in tax assessment
o] Number Amount Number Amount Number Amount Number Amount
GN) Al (1) (2) (3) (4) (5) (6) (1) (8)
_C__U 11,338 34,880,307 11,338 36,102,586 8,233 1,222,279 959 304,240
(&) No change.. 2,147 7,362,517 2,147 7,366,128 473 3,610 10 1,402
8 Under $20,000 .. 5,127 9,021,871 5,127 9,069,244 4,113 47,374 439 114,013
(V)] $20,000 under $40,000..........ccccerverrennne 1,418 3,830,090 1,418 3,874,758 1,237 44,668 122 18,916
$40,000 under $60,000...........c.ccceerrernnne 897 2,294,614 897 2,321,401 793 26,788 168 64,331
$60,000 under $80,000.. 381 1,524,362 381 1,557,178 365 32,816 42 11,004
(2 $80,000 under $100,000 388 1,340,958 388 1,387,489 380 46,531 87 24,978
8 $100,000 OF MOTE.....overveeieireieiearereenns 980 9,507,053 980 10,527,545 872 1,020,492 91 69,596
o Additional tax
®© 6,807 20,041,454 6,807 21,332,872 5,962 1,291,418 677 192,768
6 Under $20,000 . 3,663 6,009,801 3,663 6,066,556 3,041 56,755 260 56,890
$20,000 under $40,000...........cccvee.. 1,106 2,584,719 1,106 2,635,530 1,006 50,811 99 14,517
$40,000 under $60,000 622 1,660,377 622 1,711,441 580 51,064 132 46,865
$60,000 under $80,000.. 290 1,176,233 290 1,215,041 284 38,808 25 5,909
(7)) $80,000 under $100,000... 330 860,855 330 918,404 329 57,549 87 24,978
(D] $100,000 OF MOTE.....cvevrrereieaiirerrne 796 7,749,470 796 8,785,900 723 1,036,430 73 43,609
.'5 Tax reduction
3 TOtAl e 2,384 7,476,336 2,384 7,403,586 1,798 -72,750 273 110,069
(f) uUnder $20,000 .........covvvrreneniiniennd] 1,464 3,010,913 1,464 3,001,531 1,072 -9,382 179 57,123
c $20,000 under $40,000 312 1,245,372 312 1,239,228 231 -6,143 23 4,398
o $40,000 under $60,000.. 275 634,237 275 609,960 213 -24,277 36 17,466
(4] $60,000 under $80,000 91 348,129 91 342,137 82 -5,992 17 5,095
< $80,000 under $100,000... 59 480,103 59 469,085 51 -11,018 -- --
; $100,000 or more 184 1,/5/,583 184 1,741,645 149 15,938 18 25,98/
®© . . Corrected personal residence Other real estate Corrected other real estate Closely held stock
C Size of change in tax assessment
8 Number Amount Number Amount Number Amount Number Amount
£ [©) (10) (11) (12) (13) (14) (15) (16)
) All
D— Total ..o 954 317,703 2,713 1,486,427 2,835 1,626,569 779 1,110,980
© NO change.......cccoeivinenencceeee - - 122 79,396 115 69,829 -- --
% under $20,000 ........ccoeriireinenieineieens 440 113,112 1,114 367,626 1,201 373,671 208 66,007
$20,000 under $40,000.. 100 16,579 368 189,140 350 185,763 96 56,985
é $40,000 under $60,000.. 194 75,890 327 127,302 354 129,832 122 82,040
|— $60,000 under $80,000..........ccccceverrennnne 42 11,893 236 74,468 252 84,412 57 49,632
() $80,000 under $100,000 87 29,315 245 161,470 245 183,010 69 69,058
"C-U' $100,000 or more.. 91 70,915 301 487,024 318 600,052 226 787,258
+— Additional tax
Lluj Tt 689 218,175 2,043 1,013,355 2,169 1,211,988 591 912,661
- Under $20,000 270 62,377 860 254,904 950 264,571 141 40,511
E $20,000 under $40,000.. 7 12,179 290 128,042 265 130,114 82 51,993
D $40,000 under $60,000 158 59,470 249 102,432 276 111,298 91 55,573
e $60,000 under $80,000...............coe... 25 6,761 182 32,350 199 48,091 **95 **65,869
') $80,000 under $100,000... 87 29,315 206 109,719 206 141,554 *x *x
‘L.|__ $100,000 or more 73 48,074 256 385,909 273 516,359 182 698,715
(@) Tax reduction
TOtAl e 265 99,528 548 393,676 551 344,752 188 198,319
g Under $20,000 170 50,735 254 112,722 251 109,100 67 25,496
— $20,000 under $40,000 23 4,400 78 61,098 85 55,649 14 4,992
-8 $40,000 under $60,000...........cccoe... 36 16,420 78 24,870 78 18,533 31 26,468
(D) $60,000 under $80,000 17 5,133 54 42,118 54 36,322 **32 **52,821
o $80,000 under $100,000 - - 39 51,751 39 41,456 hid b
E $100,000 or more 18 22,840 45 101,116 45 83,693 44 88,543
o Footnotes at end of table.
@) 354




Audit Revaluation of Federal Estate Tax Returns, 1992
()
O
o
o
Z Table 2.--Results of Audited Estate Tax Returns Filed in 1992: Gross Estate by Type of Revalued
lc_U Property, Revalued Deductions, Taxable Estate, Estate Tax, and Tax Credits, by Size of Change in Tax
o) Assessment --Continued
"c'u' [All figures are estimates based on samples--money amounts are in thousands of dollars]
o
LUIJ) si . Corrected closely held stock Other stock Corrected other stock Bonds?
ize of change in tax assessment
8 Number Amount Number Amount Number Amount Number Amount
N Al (17) (18) (19) (20) (21) (22) (23) (24)
CE 824 1,430,670 1,338 2,103,224 1,898 2,216,630 504 168,807
8 No change.. -- -- 24 13,794 24 13,979 3 3,309
o Under $20,000 . . 217 68,452 702 272,834 1,038 279,578 217 93,327
n $20,000 under $40,000.........ccccvrerrennene 96 62,067 207 78,610 303 87,909 159 35,114
| $40,000 under $60,000 120 90,098 94 32,826 107 39,270 **13 **337
N $60,000 under $80,000 57 48,533 22 42,431 112 45,940 b b
o $80,000 under $100,000...........ccceerennene 69 79,745 130 78,044 130 87,152 6 7,851
(O] $100,000 OF MOTE.....ocverereeeireereieiereennes 265 1,081,775 158 1,584,686 183 1,662,802 106 28,869
a Additional tax
@© TOtal e 631 1,249,786 992 1,840,196 1,423 1,954,782 387 92,672
6 Under $20,000 145 43,112 461 163,730 669 170,153 **272 **61,319
$20,000 under $40,000. 82 58,809 186 68,817 276 78,517 i i
$40,000 under $60,000.... 89 67,110 61 28,216 80 37,190 i i
$60,000 under $80,000.... **95 **78,898 17 37,239 107 40,978 bl i
$80,000 under $100,000.. hid b 125 45,560 125 51,321 **114 **31,353
N $100,000 or more 221 1,001,857 142 1,496,635 166 1,576,623 i i
G_J Tax reduction
o Total. 193 180,884 321 249,233 451 247,869 114 72,826
B Under $20,000 N 72 25,339 241 109,104 369 109,424 **104 **67,122
(D $20,000 under $40,000...........ccervenee. 14 3,258 21 9,794 27 9,392 b i
e $40,000 under $60,000.... 31 22,988 33 4,609 27 2,080 b i
= $60,000 under $80,000.... **32 **49,380 5 5,191 5 4,962 i i
8 $80,000 under $100,000.. . hid * 5 32,484 5 35,831 **Q **5,704
; $100,000 or more... 44 /9,918 1/ 88,051 1/ 86,179 i i
—_— . 5 | Corrected unclassified mutual 4
] Size of change in tax assessment Corrected bonds Unclassified mutual funds funds Cash
8 Number Amount Number Amount Number Amount Number Amount
Q Al (25) (26) (27) (28) (29) (30) (31) (32)
Sf Total.. 926 197,798 150 119,668 232 115,306 1,699 288,316
No change.. . 12 1,569 9 301 9 307 148 3,656
-8 under $20,000 ........cccoevermeirinrenieinenns 479 98,790 60 27,168 99 27,251 704 58,279
(q0} $20,000 under $40,000 226 39,432 36 13,621 76 13,947 361 75,936
PYY $40,000 under $60,000 23 619 **44 **78,578 6 22,367 166 38,132
('U $60,000 under $80,000..........cccvrerrennene 52 530 hid hid - -- 44 13,631
l_ $80,000 under $100,000... 7 7,808 i hid 15 16,237 24 4,765
9 $100,000 or more 127 49,049 *x *x 26 35,197 252 93,916
m© Additional tax
"(7) TOtal e 764 103,876 110 80,811 190 76,366 1,149 175,008
Lu Under $20,000 **589 **71,741 33 12,642 *x *x 517 36,668
e $20,000 under $40,000. hid b 36 13,621 **146 **26,672 275 62,324
E $40,000 under $60,000.... i * **41 **54,549 6 22,367 82 4,519
() $60,000 under $80,000.... 52 530 hid hid - - 38 13,531
8 $80,000 under $100,000.. 7 7,808 i i 15 16,237 6 3,808
LL $100,000 or more 117 23,796 *x *x 23 11,091 230 54,159
Y— Tax reduction
(@) Total...ooiiii ] 149 92,353 31 38,556 32 38,632 402 109,651
E Under $20,000 N **140 **67,100 27 14,527 **28 **14,526 186 21,611
o} $20,000 under $40,000.... . i hid - - *k * 86 13,612
'-5 $40,000 under $60,000............ccov..... i hid - - - - 84 33,613
c $60,000 under $80,000.... - - **3 **24,029 - -- 6 101
(D] $80,000 under $100,000.. - - i i - - 18 958
Q. $100,000 OF MOFE...c.ccuvreereeeirrirereens 10 25,253 *x *x 3 24,106 22 39,757
g Footnotes at end of table.
O




Audit Revaluation of Federal Estate Tax Returns, 1992

Table 2.--Results of Audited Estate Tax Returns Filed in 1992: Gross Estate by Type of Revalued
Property, Revalued Deductions, Taxable Estate, Estate Tax, and Tax Credits, by Size of Change in Tax
Assessment *--Continued

[All figures are estimates based on samples--money amounts are in thousands of dollars]

(2]
2
o
l_
&
|_
Q
+—
@©
+—
(%2]
L
°©
()
oS
@
(S]
O
o
wn

. . Corrected cash Insurance Corrected insurance Farm assets
Size of change in tax assessment
Number Amount Number Amount Number Amount Number Amount
(33) (34) (35) (36) (37) (38) (39) (40)
All
3,774 366,009 290 35,208 445 76,379 146 116,033
No change.. 280 8,001 53 13,658 64 21,374 14 25,596
Under $20,000 . . 1,892 68,312 132 5,367 208 9,037 59 11,757
$20,000 under $40,000..........ccccreerenene 621 95,173 8 127 29 646 4 2,562
$40,000 under $60,000..........ccccreerenene 353 38,168 47 3,023 64 3,636 18 3,440
$60,000 under $80,000 207 21,158 9 2,728 **17 **3,153 22 8,209
i $80,000 under $100,000... 40 1,083 20 2,595 b b 6 1,070
8 $100,000 OF MOTE.....cvevereeieeiieienieeeaees 382 134,115 22 7,710 62 38,534 21 63,399
o Additional tax
®© 2,762 240,195 153 15,543 289 52,623 132 90,437
6 Under $20,000 ... . 1,475 45,882 103 4,204 147 7,713 59 11,757
$20,000 under $40,000.............cove.e. 519 79,833 i b 29 646 4 2,562
$40,000 under $60,000.... 226 10,733 **51 **11,339 38 2,646 18 3,440
$60,000 under $80,000. 184 20,948 ** *x **17 **3,153 22 8,209
(7)) $80,000 under $100,000.. 20 64 * ** *x *x 6 1,070
(D] $100,000 OF MOFE....c.ccververereeirrerereees 338 82,735 *x *x 58 38,466 21 63,399
.'5 Tax reduction
a TOtal e 732 117,813 84 6,007 91 2,382 -- --
U') Under $20,000 .......ccccvevnerenneninnnn. 417 22,430 29 1,163 61 1,323 -- --
c $20,000 under $40,000.... 102 15,340 b i -- -- -- --
o $40,000 under $60,000. 126 27,436 **55 **4,844 26 991 -- --
(4] $60,000 under $80,000.... 23 210 i i -- -- -- --
< $80,000 under $100,000.. 20 1,019 b i -- -- -- --
; $100,000 or more 44 51,3/Y i i 3 68 - -
®© . . Corrected farm assets Limited partnerships Corrected limited partnerships Other non-corporate business
C Size of change in tax assessment assets
8 Number Amount Number Amount Number Amount Number Amount
S (41) (42) (43) (44) (45) (46) (47) (48)
) Al
D— Total oo 213 161,828 163 59,749 206 79,492 302 109,028
© NO CRANGE. ... e 14 28,993 - - - - - -
% under $20,000 ........cocereviiriinreieenenns 96 14,308 18 1,301 53 1,515 99 10,589
$20,000 under $40,000 47 2,872 81 6,036 79 7,288 67 14,332
é $40,000 under $60,000 18 3,785 19 14,348 19 15,456 51 9,240
|— $60,000 under $80,000...........c.cccreerenene 10 2,636 8 1,236 8 997 5 3,804
() $80,000 under $100,000... 6 1,456 6 155 6 616 15 4,157
"C-U' $100,000 or more.... 21 107,778 31 36,673 41 53,621 65 66,906
+— Additional tax
Lluj TOtal e 132 131,749 120 55,436 142 76,127 227 87,681
- Under $20,000 82 13,451 4 603 17 915 72 7,904
E $20,000 under $40,000. 4 2,688 62 4,209 61 5,742 **88 **9,768
D $40,000 under $60,000.... **19 **6,377 19 14,348 19 15,456 i i
e $60,000 under $80,000.............co.... ** *k 8 1,236 8 997 5 3,804
') $80,000 under $100,000.. 6 1,456 6 155 6 616 15 4,157
!‘t $100,000 or more 21 107,778 22 34,885 31 52,401 47 62,047
(@) Tax reduction
TOtal e 66 1,085 43 4,313 63 3,365 75 21,347
g Under $20,000 14 857 14 698 35 600 27 2,684
— $20,000 under $40,000. . 42 184 19 1,826 18 1,546 **30 **13,804
-8 $40,000 under $60,000..............c...... **Q **44,018 - -- -- -- i i
()] $60,000 under $80,000.... b b -- -- -- -- -- --
Q. $80,000 under $100,000.. . - - - - - - - -
E $100,000 or more - - 10 1,788 10 1,219 18 4,858
8 Footnotes at end of table.




Chapter 2 — Specialized Estate Tax Topics
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Audit Revaluation of Federal Estate Tax Returns, 1992

Table 2.--Results of Audited Estate Tax Returns Filed in 1992: Gross Estate by Type of Revalued
Property, Revalued Deductions, Taxable Estate, Estate Tax, and Tax Credits, by Size of Change in Tax

Assessment 1--Continued

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Corrected other non-corporate Corrected mortgages and -
. . . Mortgages and notes Annuities
Size of change in tax assessment business assets notes
Number Amount Number Amount Number Amount Number Amount
(49) (50) (51 (52) (53) (54) (55) (56)
All
TOtAl. 308 157,565 341 158,013 520 426,941 129 48,895
No change . - - 9 518 36 802 15 2,024
Under $20,000 . 100 11,286 135 21,622 166 24,496 53 21,885
$20,000 under $40,000.. - 68 13,310 61 46,627 131 54,093 15 126
$40,000 under $60,000.............cccccerurunen 52 12,497 **51 **12,536 77 **14,101 25 16,424
$60,000 under $80,000 5 4,479 ** i ** * 9 3,593
$80,000 under $100,000... 15 5,469 ** ** ** ** - -
$100,000 OF MOYE.......oueiiririricicicicinas 68 110,525 84 76,711 110 333,450 11 4,843
Additional tax
TOtal e 240 139,199 257 91,072 388 359,191 77 21,009
uUnder $20,000 ..........ccccoeoirrrnicnnnns 73 9,237 128 19,430 138 20,712 34 3,743
$20,000 under $40,000.... ** * 26 3,924 98 11,168 15 126
$40,000 under $60,000.... **90 **14,263 33 3,096 53 2,730 7 8,704
$60,000 under $80,000............c.cccuc. 5 4,479 11 553 12 1,990 9 3,593
$80,000 under $100,000.. 15 5,469 - - - - - -
$100,000 or more... 57 105,752 59 64,069 86 322,590 11 4,843
Tax reduction
67 18,367 74 66,423 97 66,949 37 25,862
Under $20,000 27 2,050 7 2,191 28 3,784 19 18,142
$20,000 under $40,000.... . **30 **11,544 35 42,703 34 42,924 - -
$40,000 under $60,000............c.cc.c.... ** ** =7 **8,887 **12 **9,380 18 7,720
$60,000 under $80,000.... - - * * * * - -
$80,000 under $100,000.. - - ** * * * - -
$100,000 OF MOTE.....oeeiiiiieeeee 11 4,013 25 12,642 23 10,860 - -
. X Corrected annuities Depletables/intangibles Corref:ted . Art
Size of change in tax assessment depletables/intangibles
Number Amount Number Amount Number Amount Number Amount
(57) (58) (59) (60) (61) (62) (63) (64)
All
187 52,136 138 64,729 178 96,475 92 44,790
No change.. 15 2,025 - - - - - -
Under $20,000 . .. 88 22,512 43 5,445 50 6,498 61 26,701
$20,000 under $40,000...........ccccccorrrunnn 15 1,581 ** o 24 1,310 7 743
$40,000 under $60,000 7 7,250 **94 **59,284 7 1,750 4 527
$60,000 under $80,000 9 3,914 ** * 1,853 6 3,042
$80,000 under $100,000............ccccovurunen - - ** ** 7 7,241 - -
$100,000 OF MOYE.......oeeiicicicicieieieas 52 14,853 ** o 82 77,823 13 13,778
Additional tax
TOtAl . 136 27,418 123 56,282 148 87,432 29 15,816
uUnder $20,000 ..........ccccovirrrncininns 69 4,335 38 3,867 39 4,852 19 5,766
$20,000 under $40,000.... 15 1,581 ** ** 17 531 - -
$40,000 under $60,000.... 7 7,250 ** ** ** ** - -
$60,000 under $80,000............c.cccuee 9 3,914 ** ** ** ** - -
$80,000 under $100,000.. - - **84 **52,415 **13 **4,946 - -
$100,000 or more... 35 10,338 o ** 79 77,103 10 10,050
Tax reduction
TOtAl 36 22,692 15 8,446 30 9,044 62 28,974
Under $20,000 19 18,177 5 1,578 11 1,646 42 20,935
$20,000 under $40,000. - - * * 7 780 7 743
$40,000 under $60,000.... - - **10 **6,868 **8 **5,808 4 527
$60,000 under $80,000.............c.cccuc.. - - * * * * 6 3,042
$80,000 under $100,000.. . - - ** * ** * - -
$100,000 or more 18 4,516 * * 3 720 3 3,728

Footnotes at end of table.
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[ Table 2.--Results of Audited Estate Tax Returns Filed in 1992: Gross Estate by Type of Revalued
?é Property, Revalued Deductions, Taxable Estate, Estate Tax, and Tax Credits, by Size of Change in Tax
= .
Assessment --Continued

4 [All figures are estimates based on samples--money amounts are in thousands of dollars]
5
+—

' ) orrected art uneral expenses orrected funeral expenses xecutors' expenses
0 C d Fi { C d fi | E '
L Size of change in tax assessment
o] Number Amount Number Amount Number Amount Number Amount
GN) (65) (66) (67) (68) (69) (70) (71) (72)
— All
('_U 96 46,255 446 6,227 381 4,582 1,496 134,978
(&) No change.. -- -- 75 53 75 118 32 670
8 Under $20,000 . . 63 25,725 196 1,595 150 937 677 35,750
(V)] $20,000 under $40,000..........ccccreerenene 8 394 105 3,294 102 2,355 217 20,204

$40,000 under $60,000..........ccccreerenene 4 247 **34 **793 **31 **620 133 13,306

NI $60,000 under $80,000 **7 **2,642 *x *x *x *x 140 8,563
L $80,000 under $100,000... b * ** *x *x *x 33 2,779
8 $100,000 OF MOTE.....eovereirieireereieieriennes 13 17,245 36 491 24 553 265 53,706
o Additional tax
g 30 20,882 325 5,942 254 3,877 1,013 107,093
U Under $20,000 ... . **20 **6,167 165 1,558 113 865 411 25,197

$20,000 under $40,000.............cove.e. b * 103 3,286 99 2,350 175 16,858

$40,000 under $60,000.... - - 21 376 18 349 85 11,173

$60,000 under $80,000. - - 10 362 10 223 **131 **6,584
70} $80,000 under $100,000.. -- -- -- -- -- -- i b
(D] $100,000 OF MOFE...c.vcuvreereieireirereens 10 14,715 26 360 15 89 210 47,280
o} Tax reduction
a TOtal e 65 25,373 46 232 53 588 451 27,215
(f) Under $20,000 .......ccccvreereriennnnennn] **51 **19,585 30 37 37 72 266 10,553
c $20,000 under $40,000.... i ** 3 8 3 4 42 3,346
o $40,000 under $60,000. 4 247 **3 **56 **3 **47 47 2,133
(4] $60,000 under $80,000.... **7 **2,642 * ** *x *x **41 **4,757
< $80,000 under $100,000.. b b b i i *k *k **
; $100,000 or more 3 2,531 10 131 10 464 bb 6,426
®© . X Corrected executors' expenses Attorneys' fees Corrected attorneys' fees Other expenses
C Size of change in tax assessment
8 Number Amount Number Amount Number Amount Number Amount
o (73) (74) (75) (76) (77) (78) (79) (80)

All
D— Total oo 1,495 127,882 2,622 147,768 2,808 166,008 3,195 234,517
o NO change......cccoeeiineiiieeece 32 894 76 3,151 108 4,290 156 29,891
% under $20,000 ........ccccerveviirriireiaenienns 686 34,511 1,241 49,337 1,330 58,444 1,528 57,471
$20,000 under $40,000 214 17,078 327 14,441 328 19,703 445 14,017

é $40,000 under $60,000 135 11,099 302 9,725 355 12,954 303 7,496
|— $60,000 under $80,000............c.cccreerennene 144 8,729 225 7,828 228 9,161 184 4,927
() $80,000 under $100,000... 36 3,609 67 2,797 64 1,557 156 7,006
"C-U' $100,000 or more.... 250 51,963 384 60,489 394 59,899 425 113,772
+— Additional tax
Lluj TOtal e 1,026 99,305 1,695 109,687 1,763 110,360 2,148 137,930
- Under $20,000 419 23,546 624 32,836 630 35,024 1,001 24,862
E $20,000 under $40,000. 171 14,140 243 9,440 244 11,231 346 8,181
D $40,000 under $60,000.... 87 9,035 253 7,823 303 10,625 195 4,264
e $60,000 under $80,000.............co.... 105 3,854 194 5,297 **260 **7,728 143 3,014
Igf $80,000 under $100,000.. 30 2,085 63 2,502 hid i 129 5,367
o $100,000 or more 213 46,645 318 51,789 326 45,752 334 92,242
(@) Tax reduction
E TOtal e 438 27,684 851 34,930 937 51,358 890 66,696
S Under $20,000 267 10,965 617 16,501 700 23,420 525 32,546
-_5 $20,000 under $40,000. . 42 2,938 84 5,001 84 8,473 99 5,836
c $40,000 under $60,000..............c...... 47 2,064 49 1,902 53 2,329 108 3,231
(D) $60,000 under $80,000.... 39 4,875 31 2,531 **32 **2,989 41 1,913
o $80,000 under $100,000.. 5 1,524 4 295 b * 26 1,639
E $100,000 or more 37 5,318 66 8,700 68 14,147 91 21,531
8 Footnotes at end of table.
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Z Table 2.--Results of Audited Estate Tax Returns Filed in 1992: Gross Estate by Type of Revalued
lc_U Property, Revalued Deductions, Taxable Estate, Estate Tax, and Tax Credits, by Size of Change in Tax
o) Assessment --Continued
"C'U' [All figures are estimates based on samples--money amounts are in thousands of dollars]
o
LUIJ) si X Corrected other expenses Medical debts Corrected medical debts Debts and mortgages
ize of change in tax assessment
8 Number Amount Number Amount Number Amount Number Amount
N Al (81) (82) (83) (84) (85) (86) (87) (88)
CE 6,143 385,502 56 3,028 247 1,416 1,516 229,395
8 No change.... 140 29,988 -- -- 5 3 87 8,716
o Under $20,000 . 3,034 65,990 13 19 139 116 614 40,962
n $20,000 under $40,000.........ccccvrerrennene 1,021 25,079 **43 **3,009 19 71 166 8,724
| $40,000 under $60,000.... 679 15,652 i i 26 67 146 17,467
N $60,000 under $80,000.... 320 10,555 i hid 16 769 195 13,166
o $80,000 under $100,000..........ccccverenene 294 16,111 b i -- -- 73 8,809
(O] $100,000 OF MOTE.....ooveverraeireereieirriennes 657 222,190 i hid 42 390 234 131,551
a Additional tax
@© TOtal e 4,699 245,141 41 2,948 203 1,337 1,076 191,640
6 Under $20,000 2,303 27,364 3 19 121 110 384 32,528
$20,000 under $40,000 882 13,631 **37 **2,929 19 71 161 8,431
$40,000 under $60,000... 470 8,998 i i 26 67 123 16,878
$60,000 under $80,000... 241 5,031 i hid **37 **1,088 172 12,509
$80,000 under $100,000. 266 8,478 i hid i i 55 5,911
N $100,000 or more 536 181,639 i hid b i 182 115,383
G_J Tax reduction
o Total.... 1,305 110,374 15 79 39 76 352 29,039
B Under $20,000 ... 729 38,564 9 - 18 6 231 8,434
(f) $20,000 under $40,000...........ccervenee. 139 11,448 **5 **79 -- -- 6 293
e $40,000 under $60,000... 209 6,653 i il - -- 23 589
= $60,000 under $80,000... 79 5,524 i i **21 71 23 657
8 $80,000 under $100,000. 28 7,633 i b hid hid 18 2,899
; $100,000 or more... 121 40,551 il i i i 52 16,168
('_U < . Corrected debts and Allowable deductions Corrected alllowable Taxable estate
ize of change in tax assessment mortgages deductions
% Number Amount Number Amount Number Amount Number Amount
Q Al (89) (90) (91) (92) (93) (94) (95) (96)
Sf Total..... 2,131 185,037 11,334 11,905,096 11,334 12,022,070 11,295 22,963,526
No change. 32 3,448 2,143 4,082,735 2,143 4,087,075 2,130 3,266,164
-8 under $20,000 .......cccoveireiireiiniienieens] 977 39,747 5,127 1,824,246 5,127 1,839,185 5,105 7,197,698
(q0} $20,000 under $40,000.... 352 7,549 1,418 1,141,158 1,418 1,148,329 1,418 2,688,477
PYY $40,000 under $60,000.... 225 17,876 897 602,892 897 616,493 897 1,691,721
('U $60,000 under $80,000...........ccvrerrenene 159 2,675 381 424,295 381 414,590 381 1,100,553
l_ $80,000 under $100,000.. 91 7,814 388 368,323 388 366,728 388 974,465
9 $100,000 or more 295 105,928 980 3,461,680 980 3,549,902 976 6,045,373
m© Additional tax
4(7) TOtal e 1,433 137,775 6,807 5,602,376 6,807 5,515,594 6,781 14,439,078
Lu Under $20,000 578 29,711 3,663 1,132,666 3,663 1,128,990 3,640 4,877,134
e $20,000 under $40,000 292 7,100 1,106 612,606 1,106 606,719 1,106 1,972,113
E $40,000 under $60,000... 164 10,882 622 449,278 622 446,471 622 1,211,099
() $60,000 under $80,000... 123 837 290 360,102 290 339,480 290 816,131
8 $80,000 under $100,000. 69 4,074 330 137,528 330 137,388 330 723,327
LL $100,000 or more 208 85,170 796 2,910,196 796 2,856,546 793 4,839,274
Y— Tax reduction
(@) Total. oo 666 43,814 2,384 2,219,986 2,384 2,419,402 2,384 5,258,284
E Under $20,000 400 10,036 1,464 691,347 1,464 709,962 1,464 2,319,640
o} $20,000 under $40,000 60 449 312 528,552 312 541,610 312 716,364
'-5 $40,000 under $60,000............ccovee... 61 6,993 275 153,614 275 170,022 275 480,623
c $60,000 under $80,000... 36 1,838 91 64,193 91 75,110 91 284,422
(D] $80,000 under $100,000. 22 3,740 59 230,795 59 229,341 59 251,137
Q. $100,000 OF MOFE...c.ccuveveareriereieieanens 88 20,758 184 551,484 184 693,357 184 1,206,099
g Footnotes at end of table.
@)
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Table 2.--Results of Audited Estate Tax Returns Filed in 1992: Gross Estate by Type of Revalued
Property, Revalued Deductions, Taxable Estate, Estate Tax, and Tax Credits, by Size of Change in Tax
Assessment --Continued

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Corrected adjusted taxable
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. . Corrected taxable estate Adjusted taxable gifts ; Adjusted taxable estate
Size of change in tax assessment gifts
Number Amount Number Amount Number Amount Number Amount
(97) (98) (99) (100) (101) (102) (103) (104)
All
11,310 24,066,896 2,046 977,969 3,421 1,169,305 11,302 23,941,496
No change.. 2,123 3,265,434 312 146,231 487 163,153 2,137 3,412,395
Under $20,000 . . 5,127 7,230,058 733 210,607 1,239 235,378 5,105 7,408,305
$20,000 under $40,000..........ccccerverrennne 1,418 2,726,428 269 124,299 565 149,683 1,418 2,812,776
$40,000 under $60,000..........c.cccrerrennne 897 1,704,908 242 104,624 450 129,946 897 1,796,346
$60,000 under $80,000 381 1,142,588 70 30,455 84 31,818 381 1,131,008
(2 $80,000 under $100,000 388 1,020,761 112 60,366 205 86,650 388 1,034,831
8 $100,000 OF MOTE....covereeervercreiearereenas 977 6,977,642 308 301,387 391 372,676 976 6,346,760
o Additional tax
®© 6,807 15,817,277 1,362 571,870 2,436 743,584 6,781 15,010,948
6 Under $20,000 . ) 3,663 4,937,565 553 128,086 987 148,751 3,640 5,005,220
$20,000 under $40,000...........ccccvee.. 1,106 2,028,810 200 60,896 487 87,906 1,106 2,033,008
$40,000 under $60,000.... 622 1,264,970 201 77,227 365 102,050 622 1,288,326
$60,000 under $80,000. 290 875,561 63 28,278 7 29,168 290 844,409
(7)) $80,000 under $100,000.. 330 781,017 99 39,331 191 65,614 330 762,658
(D] $100,000 OF MOTE.....eeveverereeiireeerenenns 796 5,929,354 247 238,052 329 310,095 793 5,077,326
.'5 Tax reduction
B TOtAl e 2,381 4,984,184 371 259,868 498 262,568 2,384 5,518,153
U') uUnder $20,000 .........covvereneniinienns] 1,464 2,291,570 180 82,521 252 86,628 1,464 2,402,161
c $20,000 under $40,000.... 312 697,618 69 63,403 78 61,777 312 779,767
o $40,000 under $60,000. 275 439,937 42 27,397 85 27,897 275 508,020
(4] $60,000 under $80,000.... 91 267,027 7 2,177 7 2,650 91 286,599
< $80,000 under $100,000.. 59 239,744 14 21,035 14 21,035 59 272,173
; $100,000 or more 180 1,048,288 61 63,335 63 62,581 184 1,269,433
®© . . Corrected adjusted taxable Tentative tax Corrected tentative tax Gift taxes payable
C Size of change in tax assessment estate
8 Number Amount Number Amount Number Amount Number Amount
S (105) (106) (107) (108) (109) (110) (111) (112)
) All
D— Total....ooii 11,317 25,236,201 11,302 10,642,818 11,317 11,310,060 478 229,586
© NO change.......cccceivinencnciccee 2,129 3,428,587 2,137 1,463,609 2,129 1,469,338 81 41,871
% under $20,000 ........ccceeveereireinienenen 5,127 7,465,436 5,105 2,940,478 5,127 2,962,939 137 28,977
$20,000 under $40,000 1,418 2,876,111 1,418 1,213,498 1,418 1,240,565 77 28,676
é $40,000 under $60,000 897 1,834,854 897 775,035 897 792,314 46 23,536
|— $60,000 under $80,000............cccceverrennnne 381 1,174,406 381 529,977 381 548,200 9 3,406
() $80,000 under $100,000... 388 1,107,411 388 475,807 388 508,075 32 12,283
"C-U' $100,000 or more.... 977 7,350,318 976 3,244,723 977 3,788,938 96 90,837
+— Additional tax
LIUJ) TOtAl it 6,807 16,560,861 6,781 6,720,625 6,807 7,512,750 258 118,029
- Under $20,000 3,663 5,086,315 3,640 1,964,841 3,663 1,997,319 79 13,638
E $20,000 under $40,000. 1,106 2,116,716 1,106 858,480 1,106 894,246 44 8,788
D $40,000 under $60,000.... 622 1,367,020 622 560,617 622 594,771 **35 **22,633
e $60,000 under $80,000...............coe... 290 904,729 290 399,003 290 425,225 *x *x
') $80,000 under $100,000.. 330 846,631 330 341,956 330 379,612 25 5,495
!‘t $100,000 or more 796 6,239,449 793 2,595,728 796 3,221,577 75 67,476
(@) Tax reduction
TOtAl e 2,381 5,246,752 2,384 2,458,584 2,381 2,327,972 139 69,687
g Under $20,000 1,464 2,378,198 1,464 975,328 1,464 965,311 58 15,339
— $20,000 under $40,000.... . 312 759,395 312 355,018 312 346,319 33 19,888
-8 $40,000 under $60,000...........ccoe... 275 467,834 275 214,419 275 197,543 **20 **4,310
(D) $60,000 under $80,000.... 91 269,677 91 130,973 91 122,976 *x *x
o $80,000 under $100,000.. 59 260,780 59 133,851 59 128,463 7 6,788
E $100,000 or more 180 1,110,869 184 648,996 180 567,362 20 23,361
8 Footnotes at end of table.
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< Table 2.--Results of Audited Estate Tax Returns Filed in 1992: Gross Estate by Type of Revalued
« . . . .
— Property, Revalued Deductions, Taxable Estate, Estate Tax, and Tax Credits, by Size of Change in Tax
et Assessment --Continued
9 [All figures are estimates based on samples--money amounts are in thousands of dollars]
0
L . X Corrected gift taxes payable Gross estate tax Corrected gross estate tax Allowable unified credit
S Size of change in tax assessment
() Number Amount Number Amount Number Amount Number Amount
E‘ (113) (114) (115) (116) (117) (118) (119) (120)
< All
6 541 247,294 11,300 10,413,232 11,315 11,062,766 11,297 2,177,118
(D) No change. . 81 41,871 2,134 1,421,738 2,127 1,427,467 2,143 412,587
(%' under $20,000 .......ccooceeerieiiierinieend] 160 29,673 5,105 2,911,502 5,127 2,933,265 5,105 984,135
$20,000 under $40,000 55 28,884 1,418 1,184,822 1,418 1,211,681 1,418 273,431
| $40,000 under $60,000 52 22,842 897 751,499 897 769,472 897 172,932
(V] $60,000 under $80,000..........cccvrerrennene 14 3,466 381 526,570 381 544,734 381 73,381
E $80,000 under $100,000... 46 13,536 388 463,524 388 494,539 374 72,100
+— $100,000 or more.... 132 107,022 976 3,153,886 977 3,681,916 980 188,775
% Additional tax
- 321 135,041 6,781 6,602,596 6,807 7,377,709 6,770 1,304,960
O Under $20,000 ... 102 13,781 3,640 1,951,203 3,663 1,983,538 3,640 701,728
$20,000 under $40,000.... . 27 8,760 1,106 849,692 1,106 885,487 1,106 213,255
$40,000 under $60,000............ccrvee... **43 **22,693 622 541,387 622 575,541 622 119,891
$60,000 under $80,000 i i 290 395,600 290 421,762 290 55,852
7)) $80,000 under $100,000 39 6,747 330 336,462 330 372,864 316 60,770
(D) $100,000 OF MOFE...c.ccuvreearerieireiiriennens 110 83,060 793 2,528,252 796 3,138,516 796 153,464
S Tax reduction
) Total. oo 139 70,382 2,384 2,388,898 2,381 2,257,591 2,384 459,571
a under $20,000 .......c.ocvevrireriennennns] 58 15,892 1,464 959,990 1,464 949,418 1,464 282,183
$20,000 under $40,000 28 20,124 312 335,129 312 326,195 312 60,176
E $40,000 under $60,000 **23 **3,615 275 210,112 275 193,931 275 53,041
('U $60,000 under $80,000............ccvee.e. i hid 91 130,970 91 122,972 91 17,529
() $80,000 under $100,000.. 7 6,788 59 127,062 59 121,675 59 11,330
; $100,000 or more 22 23,962 184 625,634 180 543,399 184 35,311
] ' . Corrected allowable unified Credit for State death taxes Corrected credit for State Other credits
[ Size of change in tax assessment credit death taxes
8 Number Amount Number Amount Number Amount Number Amount
— (121) (122) (123) (124) (125) (126) (127) (128)
[} All
D— Total .o 11,334 2,182,913 10,348 1,725,396 10,673 1,798,379 559 82,650
© NO change.......cccovereiviiiiiiieecscces 2,143 412,531 1,465 210,904 1,582 212,476 151 22,830
C Under $20,000 5,127 987,689 5,085 375,265 5,097 379,127 225 19,102
@© $20,000 under $40,000.. . 1,418 273,174 1,265 180,049 1,418 185,748 43 4,157
X $40,000 under $60,000...........ccoeeerenene 897 172,883 891 110,996 853 112,200 24 5,588
lf_U $60,000 under $80,000 381 73,374 359 100,231 381 103,298 51 3,977
1) $80,000 under $100,000 388 74,880 388 76,677 388 79,861 11 13,079
4 $100,000 or more 980 188,607 895 671,301 955 725,695 53 13,917
+— itional tax
S Additi It
IfI,J) 6,807 1,310,957 6,560 1,124,994 6,768 1,211,725 298 50,178
Under $20,000 ... 3,663 705,420 3,622 244,146 3,640 248,558 132 12,995
('_5 $20,000 under $40,000.... . 1,106 212,998 999 121,442 1,106 126,894 33 3,739
B $40,000 under $60,000............ccoven... 622 119,842 616 82,276 622 86,164 21 2,730
o} $60,000 under $80,000 290 55,852 269 78,116 290 82,632 **112 **30,713
(D) $80,000 under $100,000 330 63,549 330 52,363 330 56,323 b i
LL $100,000 OF MOFE...c.couvevreverierereieanns 796 153,296 725 546,651 780 611,155 bl i
ax reduction
kS Tax reduct
2,384 459,425 2,323 389,498 2,323 374,178 110 9,642
E Under $20,000 1,464 282,046 1,463 131,092 1,456 130,543 93 6,107
2 $20,000 under $40,000...........ccervenee. 312 60,176 266 58,607 312 58,855 10 418
© $40,000 under $60,000 275 53,041 275 28,720 231 26,035 3 2,857
GC.) $60,000 under $80,000 91 17,522 91 22,115 91 20,666 **3 **259
o $80,000 under $100,000.................... 59 11,330 59 24,314 59 23,538 b i
E $100,000 OF MOFE...c.ccuveveareriereieieanns 184 35,310 170 124,650 175 114,540 i b
8 Footnotes at end of table.
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Table 2.--Results of Audited Estate Tax Returns Filed in 1992: Gross Estate by Type of Revalued
Property, Revalued Deductions, Taxable Estate, Estate Tax, and Tax Credits, by Size of Change in Tax
Assessment *--Continued

[All figures are estimates based on samples--money amounts are in thousands of dollars]
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. . Corrected other credits Net estate tax Corrected net estate tax Net change in estate tax
Size of change in tax assessment
Number Amount Number Amount Number Amount Number Amount
(129) (130) (131) (132) (133) (134) (135) (136)
All
623 84,910 10,156 6,443,394 10,458 6,998,261 9,192 559,775
No change. 151 20,290 1,344 787,170 1,435 782,262 - -
Under $20,000 . 218 18,927 4,937 1,532,948 5,087 1,548,175 5,127 15,226
$20,000 under $40,000..........c.coereenee. 71 5,145 1,288 726,506 1,341 747,758 1,418 21,253
$40,000 under $60,000.............ccceennene 61 5,818 890 462,229 853 478,743 897 16,514
$60,000 under $80,000.... 51 5,543 359 349,305 381 362,519 381 13,215
E $80,000 under $100,000.. . 17 13,550 388 301,668 388 326,248 388 24,580
8 $100,000 OF MOTE....cuveeieierieencreeieieenenes 55 15,636 949 2,283,627 974 2,752,614 980 468,987
o Additional tax
®© 313 52,423 6,427 4,126,038 6,807 4,802,602 6,807 676,564
6 Under $20,000 ... 115 12,747 3,472 992,282 3,663 1,016,814 3,663 24,531
$20,000 under $40,000..........c.ccceunene 60 4,726 976 510,578 1,106 540,868 1,106 30,291
$40,000 under $60,000.... . ** ** 615 336,736 622 366,722 622 29,986
$60,000 under $80,000 **81 *+8,211 269 258,124 290 277,880 290 19,756
7)) $80,000 under $100,000.. . 11 13,043 330 210,250 330 239,949 330 29,698
(¢D) $100,000 OF MOTE....cuereeereneieieereines 46 13,696 766 1,818,068 796 2,360,370 796 542,302
.'5 Tax reduction
3 TOtaAl e 160 12,196 2,384 1,530,186 2,216 1,413,397 2,384 -116,790
U‘) under $20,000 ......coevieiriririeinieennn] 103 6,181 1,464 540,607 1,423 531,302 1,464 -9,305
— $20,000 under $40,000.... 10 418 312 215,928 235 206,890 312 -9,038
= $40,000 under $60,000 **31 **3,150 275 125,494 231 112,021 275 -13,473
(4] $60,000 under $80,000.... ** ** 91 91,181 91 84,640 91 -6,541
@ $80,000 under $100,000.. 6 507 59 91,418 59 86,300 59 -5,118
; $100,U00 or more, 9 1,940 184 465,559 1/ 392,244 184 -13,315
®© . . Generation-skipping tax Corrected generation-skipping Section 4980A tax Corrected section 4980A tax
C Size of change in tax assessment tax
8 Number Amount Number Amount Number Amount Number Amount
S (137) (138) (139) (140) (141) (142) (143) (144)
) Al
o TOtAl e 83 39,017 85 43,222 112 5,946 116 6,241
© NO Change......ccevririireecc e 25 8,244 25 8,244 26 1,887 26 1,887
% under $20,000 ......cccovveeeniieenieeieeen 34 13,628 27 12,894 42 1,292 42 1,373
$20,000 under $40,000.... . ** ** o * 11 711 17 875
é $40,000 under $60,000.... . **24 **17,145 **33 **22,085 13 882 13 882
= $60,000 under $80,000.............ccoeueunee. * * * * - - - -
[h) $80,000 under $100,000.. . * * * * - - - -
"(.'U' $100,000 or more.... ok o o ok 19 1,173 18 1,223
+— Additional tax
Lluj TOtaAl e 43 23,243 38 23,016 34 1,179 32 1,220
- Under $20,000 24 10,122 18 9,423 **14 **153 13 143
E $20,000 under $40,000 * * o * * * - -
D $40,000 under $60,000.... . **18 **13,121 **19 **13,593 7 267 7 267
e $60,000 under $80,000...................... * * * * - - - -
@ $80,000 under $100,000.. . * * * * - - - -
qu_. $100,000 or more ki o o o 13 759 11 809
(@) Tax reduction
TOtaAl e 16 7,530 23 11,962 51 2,879 59 3,134
g Under $20,000 10 3,505 10 3,470 **39 **1,850 29 1,230
== $20,000 under $40,000.... . ** ** ** * o * 17 875
-8 $40,000 under $60,000..............ccuunene **6 **4,024 **13 **8,492 6 615 6 615
(D) $60,000 under $80,000.... . * * * * - - - -
o $80,000 under $100,000.. * * * * - - - -
E $100,000 or more ki o i o 7 414 7 414
8 Footnotes at end of table.




Audit Revaluation of Federal Estate Tax Returns, 1992

Table 2.--Results of Audited Estate Tax Returns Filed in 1992: Gross Estate by Type of Revalued
Property, Revalued Deductions, Taxable Estate, Estate Tax, and Tax Credits, by Size of Change in
Assessment *--Continued

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Chapter 2 — Specialized Estate Tax Topics

Total transfer taxes Corrected total transfer taxes Change in total transfer taxes
Size of change in tax assessment
Number Amount Number Amount Number Amount
(145) (146) (147) (148) (149) (150)
All
TOtAl. e 10,257 6,483,450 10,469 7,047,725 9,196 564,324
NO Change.......cccoooviiiiiiii s 1,446 792,394 1,446 792,394 5 50
under $20,000 ..........covririririinnnreene 4,937 1,547,868 5,087 1,562,441 5,127 14,572
$20,000 under $40,000............cccoeririririrnennns 1,288 733,470 1,341 754,878 1,418 21,408
$40,000 under $60,000. 890 467,115 853 483,944 897 16,828
$60,000 under $80,000. 359 351,967 381 365,192 381 13,225
$80,000 under $100,000... 388 302,118 388 326,741 388 24,623
$100,000 OF MOYE.....ccoviiiiiiie e 949 2,288,575 974 2,762,193 980 473,618
Additional tax
TOtAl. e 6,427 4,150,460 6,807 4,826,838 6,807 676,377
under $20,000 ...........cccouiuririciieecceeas 3,472 1,002,548 3,663 1,026,380 3,663 23,832
$20,000 under $40,000.............cccorerurenene 976 516,103 1,106 546,381 1,106 30,278
$40,000 under $60,000..............ccorurerenne 615 339,711 622 369,749 622 30,038
$60,000 under $80,000.............ccevrererenne 269 258,795 290 278,584 290 19,789
$80,000 under $100,000.. 330 210,701 330 240,441 330 29,741
$100,000 or more... 766 1,822,603 796 2,365,302 796 542,700
Tax reduction
2,384 1,540,596 2,216 1,428,493 2,384 -112,102
Under $20,000 ... 1,464 545,262 1,423 536,002 1,464 -9,260
$20,000 under $40,000.... 312 217,368 235 208,497 312 -8,871
$40,000 under $60,000..............ccorererenne 275 127,404 231 114,195 275 -13,209
$60,000 under $80,000.............ccourererenne 91 93,172 91 86,608 91 -6,564
$80,000 under $100,000..............cccoerurenene. 59 91,418 59 86,300 59 -5,118
$100,000 OF MOTE......c.oueiririririririrrrcaeans 184 465,973 177 396,891 184 -69,081

**Data deleted or combined to prevent disclosure of individual taxpayer data.
1 Change in tax assessment is the value of post-audit net estate tax less the value of pre-audit net estate tax.
2 Bonds category includes State and local bonds, Federal savings bonds, other Federal bonds, corporate and foreign bonds, and unclassified bond funds.
3 Unclassified mutual funds category includes mutual funds that contain a variety of investment instruments, as well as mutual funds comprised of unknown assets.
Cash category includes all cash instruments, as well as cash management accounts.
NOTES: Original and corrected values represent pre- and post-audit values, respectively. Asset and deduction values are for those assets and deductions
that were revalued during audit. They do not represent the total value of all assets and deductions included in estates. Detail may not add to totals because of rounding.
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Chapter 2 — Specialized Estate Tax Topics

Factors in Estates’ Utilization of Special Tax
Provisions For Family-Owned Farms and Closely
Held Businesses

Martha Eller Gangi, Kimberly Henry, and Brian G. Raub, Internal Revenue Service

ith the enactment of several legislative
W provisions, the U.S. Congress has sought

to protect family-owned farms and closely
held businesses by lessening the burden of the Federal
estate tax, a progressive tax on the transfer of wealth
at death. These provisions have included: special use
valuation—the valuation of property at its actual use
in a family enterprise rather than its full market value;
the qualified family-owned business deduction; and
the deferral of Federal estate tax liabilities [1]. Special
use valuation and the qualified family-owned business
deduction each reduce the taxable estate, the amount to
which graduated estate tax rates are applied, and, ulti-
mately, an estate’s tax liability. The deferral provision
allows an estate to defer the portion of estate tax that is
attributable to the decedent’s closely held business and
pay the balance in instaliments.

In this paper, we present a brief description of
Federal estate tax law in effect for the estates of 2001
decedents, as well as an examination of the three busi-
ness provisions available to these estates. In addition,
we presents logistic regression models that examine the
relationship between usage of one business provision and
other estate characteristics. We also discuss the potential
for future research. This paper is an extension of our
earlier research that examined the subpopulations of
estates that utilize each of the three business provisions
and compared them to the subpopulations of estates that
do not utilize the provisions [2]. This earlier research

also includes a detailed examination of asset composition
of estates in each of the subpopulations, as well as an
examination of estates’ liquidity, the financial capacity
of estates to meet Federal estate tax responsibilities and
other debts, including mortgages and liens, with only
accumulated liquid assets.

For decedents who died in 2001, about 1,800 estates,
or 1.7 percent of the estate tax decedent population,
elected to use at least one of the three special business
provisions. A total of 831 estates elected special use
valuation, alone or in combination with the business de-
duction or deferral of estate taxes; 1,114 estates claimed
the qualified family-owned business deduction, alone
or in combination with special use or deferral of taxes;
and 382 estates elected to defer estate taxes, alone or in
combination with the other two business provisions.

Figure A shows the elections and combinations of
elections employed by estates of 2001 decedents. Of
the estates that elected at least one provision, the pre-
dominant election was the qualified family-owned busi-
ness deduction alone, with 656 estates that claimed the
deduction. The second largest election was special use
valuation alone, with 425 estates that elected the provi-
sion. Estates elected both special use and the qualified
family-owned business deduction in 332 cases. Rarely,
estates elected all three provisions, only in 21 cases.
Some differences by size of gross estate are notable. Of
those estates that utilized a special business provision,

Figure A—Election of Special Business Provisions [1], by Size of Total Gross Estate

Election of business provisions
. Total SuUV
Size of total gross estate No SUV & SUV & QFOBI & !
number of clections SUV only |QFOBI only| DOT only QFOBI DOT DOT QFOBI &
estates DoT
(€ @ (©)) 4 ®) (6) ™ ®)

All estates 108,331 106,519 425 656 221 332 52 105 21
Small ($675,000 under $2.5 million) 93,322 91,892 385 578 99 303 28 25 12
Medium ($2.5 million under $5 million) 9,977 9,769 28 52 39 25 14 44 6
Large ($5 million under $10 million) 3,454 3,329 **12 21 55 **4 **10 20 **3
Very Large ($10 million or more) 1,578 1,529 ** 5 28 * ki 16 ki

[1] Special use valuation is abbreviated as SUV, the qualified family-owned business interest deduction is abbreviated as QFOBI, and the deferral of taxes
is abbreviated as DOT.

**Data combined to prevent disclosure of individual taxpayer data.
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GanGl, HENRY, AND RauB

smaller estates tended to elect only the qualified family-
owned business deduction, while larger estates tended
to elect only the deferral of taxes.

» Federal Estate Tax Law and the
Decedent Population

The estate of a decedent who, at death, owns assets
valued in excess of the estate tax applicable exclusion
amount, or filing threshold, must file a Federal estate tax
return, Form 706, U.S. Estate (and Generation-Skipping
Transfer) Tax Return. For decedents who died in 2001,
the exclusion amount was $675,000. For estate tax
purposes, the value of property included in gross estate
is fair market value (FMV), defined as “the price at
which the property would change hands between a will-
ing buyer and a willing seller, neither being under any
compulsion to buy or to sell and both having reasonable
knowledge of all relevant facts,” according to Regulation
20.2031-1(b) of the Internal Revenue Code (IRC) [3].
The gross estate consists of all property, whether real or
personal, tangible or intangible, including “all property
in which the decedent had an interest at the time of his
or her death and certain property transferred during the
lifetime of the decedent without adequate consideration;
certain property held jointly by the decedent with others;
property over which the decedent had a general power
of appointment; proceeds of certain insurance policies
on the decedent’s life; dower or curtesy of a surviving
spouse; and certain life estate property for which the
marital deduction was previously allowed” [4]. Specific
items of gross estate include real estate, cash, stocks,
bonds, businesses, and decedent-owned life insurance
policies, among others. Assets of gross estate are valued
at a decedent’s date of death, unless the estate’s executor
or administrator elects to value assets at an alternate valu-
ation date, 6 months from the date of death, described in
IRC section 2032. Alternate valuation may be elected
only if the value of the estate, as well as the estate tax,
is reduced between the date of death and the alternate
date. The estate tax return is due 9 months from the
date of the decedent’s death, although a 6-month filing
extension is allowed.

In 2001, an estimated 108,330 individuals died with
gross estates above the estate tax exclusion amount.

These decedents owned more than $198.8 billion in total
assets and reported almost $20.8 billion in net estate tax
liability. Decedents for whom an estate tax return was
filed represented 4.6 percent of all deaths that occurred
for Americans during 2001, according to vital statistics
data collected by the U.S. National Center for Health
Statistics. Estate tax decedents for whom a tax liability
was reported, 49,845, represented 2.1 percent of the
American decedent population for 2001 [5].

» Data Sources and Limitations

The Statistics of Income Division (SOI) of the
Internal Revenue Service (IRS) collects and publishes
data from samples of administrative tax and information
records. With its annual Estate Tax Study, SOI extracts
demographic, financial, and asset data from Federal es-
tate tax returns. These annual studies allow production of
a data file for each filing, or calendar, year. By focusing
on a single year of death for a period of 3 filing years,
the study allows production of periodic year-of-death
estimates. Asingle year of death is examined for 3 years,
as 99 percent of all returns for decedents who die in a
given year are filed by the end of the second calendar year
following the year of death [6]. The Estate Tax Study
for the period 2001-2003 concentrates on Year-of-Death
2001, the year of death for which weighted estimates are
presented in this paper [7]. Unweighted year-of-death
records for decedents who died in 1998, collected during
Filing Years 1998-2000, are also included in the section
entitled “Logistic Regression Models.”

» Special Use Valuation

With the Tax Reform Act of 1976, Congress pro-
tected U.S. farms and closely held businesses by pro-
viding for special use valuation of decedents’ interests
in real property devoted to such businesses. For estate
tax purposes, the value of property included in gross
estate, including real property, is generally the fair
market value based on property’s potential “highest and
best use.” However, for real property that is used by a
decedent or family member in a farm or other business
as of the decedent’s date of death, as well as in 5 of 8
years preceding death, the executor may elect to value
such property at its “qualified,” or actual, use in the
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business, if certain requirements are met. According
to the IRC, the term “family member” may include any
ancestor of the decedent; the spouse of the decedent; a
lineal descendant of the decedent, decedent’s spouse, or
parent; or the spouse of any lineal descendant.

In order for an estate to elect special use valuation
(SUV), several other conditions must be met: real prop-
erty must be transferred from the decedent to a qualified
family member of the decedent; at least 25 percent of
the adjusted value of the gross estate must consist of
real property, where adjusted value is defined as fair
market value of real property less any debts against the
property; at least 50 percent of the adjusted value of
the gross estate must consist of real and other business
property; and the estate must consent to payment of ad-
ditional estate tax—*recapture tax”—if, within 10 years
of death, the property is sold to an unqualified heir; if the
property is no longer used for a qualified purpose; or if
the qualified heir ceases to fully participate for more than
3 years in any 8-year period. For estates of decedents
who died in 2001, the allowed maximum reduction in
value between fair market value and special use value
was $800,000 [8].

For 2001, an estimated 831 estates elected SUV for
real property (see Figure B). Although this accounted
for only 0.8 percent of all estates, it represented about
5.3 percent of estates that reported closely held or agri-
business assets, i.e., those estates that were potentially
qualified to elect special use. Of those 831 estates, about
half—405 estates—made protective elections of special
use. An estate’s executor may make a protective election

if he or she must file a Federal estate tax return prior to
final determination of real property’s qualification as
special use property. As such, the election is contingent
upon property’s value as finally determined. Estates with
protective elections do not separately report fair market
and qualified use values for real property.

Smaller estates were more likely to claim this provi-
sion than their larger counterparts. As shown in Figure
B, about 0.8 percent of small estates (those with less than
$2.5 million in total gross estate) claimed SUV, while
only 0.3 percent of their very large counterparts used
the provision. Reported fair market value for qualify-
ing property was $377.2 million, and the property value
decreased to $189.0 million for qualifying purposes.

» Qualified Family-Owned Business
Deduction

With the Taxpayer Relief Act (TRA) of 1997,
Congress sought to safeguard family-run businesses
and provided an estate tax deduction for “qualifying”
family-owned business interests included in gross es-
tate and transferred to qualified heirs. Requirements
for utilizing the deduction are, with a few exceptions,
similar to those for electing special use valuation. The
principal place of business must be the United States,
and the business entity must not have debt or equity
that is tradable on an established securities market or
secondary market. In addition, at least 50 percent of
the business entity must be owned by the decedent and
members of the decedent’s family; or 70 percent must
be owned by members of two families (and 30 percent

Figure B—Number of Estates, Estates with Potentially Qualifying Assets,
and Number that Elected SUV, by Size of Total Gross Estate

Total number of Estates. with Estates that
Size of total gross estate estates p_ott_antlally elected SUV cvi]
qualifying assets
1) (2 3 4)

All estates 108,330 12,683 831 12.6%
Small ($675,000 under $2.5 million) 93,321 10,925 728 14.1%
Medium ($2.5 million under $5 million) 9,977 1,102 74 27.1%
Large ($5 million under $10 million) 3,449 442 23 28.1%
Very Large ($10 million or more) 1,583 214 5 8.3%

[1] Coefficient of variation (CV), the ratio of an estimate's standard error to the estimate, is used to measure the

magnitude of potential sampling error. The CVs shown refer to the number of estates that elected SUV.
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owned by the decedent and members of the decedent’s
family); or 90 percent must be owned by three families
(and 30 percent owned by the decedent and members of
the decedent’s family).

Several other requirements must be met, includ-
ing: the value of the business interest must constitute at
least 50 percent of a decedent’s total gross estate less
deductible debt, expenses, and taxes; and the decedent
or family member must have been actively engaged in
the business. An additional estate tax is imposed if,
within a period of 10 years after the decedent’s death
and before the qualified heir’s death, the heir fails to
actively participate in the business for a total of 3 years
in any 8-year period [9].

The qualified family-owned business interest de-
duction (QFOBI), initially set at $675,000 in TRA of
1997, could not exceed $1.3 million when combined
with the applicable exclusion. Therefore, as the exclu-
sion increased incrementally from $625,000 in 1998 to
$1.5 million in 2004, the maximum allowable deduction
decreased and finally disappeared in 2004 [10]. For
decedents who died in 2001, the available deduction for
qualified family-owned business was $625,000.

Only a small fraction of estates utilized the QFOBI
in calculating taxable estate and estate tax liability. For
Year-of-Death 2001, an estimated 1,114 estates, or 1.0
percent of the total, claimed the deduction, while small
estates made up the majority, 82.3 percent, of those that
used the deduction (see Figure C). These 1,114 estates

comprised about 7.1 percent of estates that reported
closely held or agribusiness assets, i.e., those estates
that were potentially qualified to elect QFOBI. The
likelihood that an estate would claim the deduction
was greater for larger estates. Among all very large
estates, 1.5 percent claimed the deduction, while only
1.0 percent of all small estates claimed the deduction.
For all estates, the deduction reduced taxable estate by
$626.8 million.

» Deferral of Tax and Installment
Payments

Congress has also enacted legislation that lessens the
burden of certain estate tax payments for estates com-
prised largely of closely held businesses. The legislation
provides estates with an alternative to selling closely
held interests in order to meet Federal tax responsibili-
ties. Initially, in 1958, Congress introduced installment
payments for these estates, and then, in 1976, Congress
established rules for deferral of payments. Under the
law, an estate’s executor can elect to pay estate tax at-
tributable to the business interest in two or more, but not
exceeding ten, equal payments and defer tax payments
for 5 years, paying only interest on the tax liability dur-
ing the deferral period.

In order to qualify for deferral of tax and installment
payments, at least 35 percent of the value of adjusted
gross estate must consist of an interest in a closely held
business. Under the law in effect for 2001, the definition
of closely held business included three types of entities:

Figure C—Number of Estates, Number with Potentially Qualifying Assets,
and Number that Elected QFOBI, by Size of Total Gross Estate

Total number of Estates with Estates that
Size of total gross estate estates potentially qualifying | claimed Q_FOBI cvi]
assets deduction
1) (2) (3) 4
All estates 108,330 15,612 1,114 10.3%
Small ($675,000 under $2.5 million) 93,321 11,711 917 12.2%
Medium ($2.5 million under $5 million) 9,977 2,219 127 18.2%
Large ($5 million under $10 million) 3,449 1,056 47 17.6%
Very Large ($10 million or more) 1,583 626 23 0.4%

[1] Coefficient of variation (CV), the ratio of an estimate's standard error to the estimate, is used to measure
the magnitude of potential sampling error. The CVs shown refer to the number of estates that elected QFOBI.
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Figure D—Number of Estates, Estates with Potentially Qualifying Assets,
and Number that Elected DOT, by Size of Total Gross Estate

Estates with
Total number of potentially qualifying Estates that oV ]
Size of total gross estate estates elected DOT
assets
(1) (2 3) 4
All estates 108,330 15,612 382 11.8%
Small ($675,000 under $2.5 million) 93,321 11,711 147 26.5%
Medium ($2.5 million under $5 million) 9,977 2,219 103 18.7%
Large ($5 million under $10 million) 3,449 1,056 86 13.7%
Very Large ($10 million or more) 1,583 626 46 2.7%

[1] Coefficient of variation (CV), the ratio of an estimate's standard error to the estimate, is used to measure
the magnitude of potential sampling error. The CVs shown refer to the number of estates that elected DOT.

(1) sole proprietorships, (2) partnerships, if the estate
included 20 percent or more of the partnership interest or
if the partnership had 15 or fewer partners, and (3) cor-
porations, if the estate included 20 percent or more of the
voting stock of the corporation or if the corporation had
15 or fewer shareholders. An executor’s decision to use
these payment options is not contingent on the election
of special use valuation. However, if the executor elects
special use valuation, the same, lower value must be used
for determining the deferred tax payments [11].

Relatively few estates for 2001 decedents chose to
elect deferral of tax (DOT) due to ownership interests
in closely held businesses. As shown in Figure D, an
estimated 382 estates, or 0.4 percent of all estates and 2.4
percent of estates that reported closely held and agribusi-
ness assets (potentially qualifying assets), elected to use
this provision. Larger estates were much more likely to
use the provision than their smaller counterparts. About
0.2 percent of small estates (those with less than $2.5
million in total gross estate) used DOT. This percent-
age increased dramatically as the size of gross estate
increased, as 2.9 percent of the largest estates (those
with $10 million or more in total gross estate) used the
provision. Estates deferred more than $365.6 million in
estate tax, or 58.9 percent of reported tax liabilities for
those estates; closely held business assets for which tax
was deferred totaled $1.3 billion.

» Logistic Regression Models

Using unweighted estate tax records from Years-of-
Death 1998 and 2001, we created a data set of 37,179
records. Of these, 211 elected SUV, 389 elected DOT,

and 485 elected QFOBI. Next, we determined eligibil-
ity criteria for each provision. Ideally, the sample used
for the regression analysis should include only estates
that were eligible to claim the provisions. This would
have allowed for a cleaner analysis of the factors that
executors of eligible estates use to determine whether
or not to claim a business provision. Unfortunately,
eligibility cannot be directly observed in the data, as
requirements for claiming the business provisions are
numerous and complex, and data reported on estate tax
returns are limited.

Unable to observe eligibility directly, we created
partial eligibility criteria based on available information.
As noted previously, each provision has an eligibility
requirement based on the percentage of an estate com-
posed of farms or closely held business assets. Since
SOI captures asset type information in its data editing
process, it was possible to create a filter to identify po-
tentially eligible records based on the presence of farm
or closely held business assets. Using this eligibility
criterion resulted in 11,187 records with potentially
qualifying assets, about 30 percent of the observations
in our data set.

We attempted to further refine our eligibility filters by
limiting our data set to returns for which the proportion of
assets held in farms or closely held businesses matched
the statutory requirements for each provision. The re-
sults of this process produced an unacceptable level of
classification error (i.e., returns that were determined to
be ineligible claimed the provisions), which may have
occurred due to the difficulty in correctly coding business
asset types during the data collection process.
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GanGl, HENRY, AND RaUB

The Model

Our initial approach was to determine one model
for each provision using explanatory variables sug-
gested by prior research. For each estate tax return i,
we consider the following model on the log-odds of
the probability of the taxpayer claiming a provision:

log {1_—”'} = Xi/B

TT;

where 7, is the probability of taxpayer i using the
provision of interest, X is the matrix of 19 explanatory
variables from Figure E, and b is the vector of slope
coefficients for each corresponding X -variable.

We fit our model to each provision separately. Since
there is some similarity between the eligibility require-
ments for the three provisions, the same model was fit
to a dichotomous variable that indicates election or non-
election of at least one business provision. The results
from these four models are displayed in Figure F.

Figure E—Explanatory Variables and Their Definitions

Liquidity Cat 4

Debts

liquidity ratio of 1.0 but lessthan 5

Dummy variable indicating that estate had a
liquidity ratio of 5 or greater

Amount, in millions of dollars, of debts
owed by the estate

Married* Female

Debts*Farm

Age*Retired

Variable Definition Variable Definition
Age Age, inyears, of decedent at time of death Gross estate Amount, in millions of dollars, of total
gross estate

Married, Single, Dummy variablesindicative of marital Marginal tax rate  Projected marginal tax rate of estate prior

Widow status of the decedent to claiming any of the provisions
at time of death

Retired Dummy variable indicating that decedent Farm Amount, in millions of dollars, of farm
was retired assets

Female Dummy variable indicating that decedent Closely held Amount, in millions of dollars, of total
was female gross estate

Liquidity Cat1 ~ Dummy varigble indicating that estate had a | Year Dummy variable indicating that the record
liquidity ratio of 0.25 or less (see endnote was from Y ear of Death 2001
12)

Liquidity Cat 2 ~ Dummy variable indicating that the estate Widow* Female Interaction variable of Widow and Female
had aliquidity ratio of 0.25 but lessthan 1

Liquidity Cat 3 ~ Dummy variable indicating that estate had a | Single*Female Interaction variable of Single and Female

Interaction variable of Married and
Female

Interaction variable of Debts and Farm

Interaction variable of Age and Retired




FacTors IN EsTATES” UTILIZATION OF SPECIAL TAX PROVISIONS

)
% Figure F—Estimated Coefficients and Standard Errors, by Model
|9 At
x Suv QFOB DOT tleast one
— provision
() Estimate Estimate Estimate Estimate
IS Variables (SE) (SE) (SE) (SE)
uﬂfj Age 0.000372 -0.00076 0.00264 * 0.00136
= (0.00189) (0.00177) (0.00126) (0.00118)
GNJ Married 0.7441 * 0.7632 * -0.5220 * -0.1175
= (0.3520) (0.1988) (0.2058) (0.1499)
‘s Single -0.1422 -0.2398 -0.3055 -0.2407
@ (0.4826) (0.2835) (0.2931) (0.2151)
(7)) Widow 0.7775* 0.3138 -0.1933 -0.0381
(0.3787) (0.2275) (0.2397) (0.1788)
NI Retired -2.3365 -1.6085 -0.7653 -1.6585 *
T (1.3810) (1.0975) (1.3461) (0.8598)
B Female 0.1441 -0.6373 -0.4038 -0.6246 *
CCB (0.5990) (0.4134) (0.3947) (0.3112)
$) Liquidity Cat 1 -0.8662 0.0536 -0.5644 -0.0407
(0.6949) (0.6616) (0.6462) (0.5108)
Liquidity Cat 2 -0.6605 * -0.2500 -0.5166 -0.2640
0 (0.3456) (0.3297) (0.3215) (0.2543)
@ Liquidity Cat 3 -0.7907 * -0.7576 * -1.0798 * -0.8373 *
'g (0.2336) (0.2229) (0.2201) (0.1718)
(*,—') Liquidity Cat 4 -0.9110* -0.6008 * -1.2975 * -0.9322 *
- (0.3045) (0.1946) (0.2971) (0.1545)
= Debts 0.1921 * 0.0703 0.00549 -0.0585
8 (0.0714) (0.0633) (0.0208) (0.0333)
; Gross Estate -0.3828 * -0.2224 * 0.000567 -0.00483 *
= (0.0499) (0.0335) (0.0022) (0.00194)
g Marginal tax rate 0.3741* 0.5248 * 0.2000 * 0.2026 *
8 (0.0486) (0.0335) (0.0170) (0.0138)
CTJ Farm 0.5715* 0.1363 * 0.1302 * 0.1701 *
a (0.0726) (0.0535) (0.0455) (0.0360)
o) Closely held 0.0802 0.1845 * * **
% (0.0817) (0.0240) ok o
Year 0.0812 -0.1835 -0.3052 -0.1725
?é (0.1774) (0.1222) (0.1415) (0.0950)
|G_J Widow*Female -0.0501 0.2892 0.4174 0.5260
= (0.6468) (0.4541) (0.4452) (0.3450)
7 Single*Female 0.1627 -0.1213 0.4727 0.4011
L (0.9178) (0.7601) (0.6625) (0.5079)
< Married*Female -0.4426 0.2409 -0.4296 0.1943
o (0.6729) (0.4614) (0.5228) (0.3550)
e Debts*Farm -0.0242 0.0316 * -0.00779 -0.00676
fﬁ (0.0205) (0.0135) (0.0131) (0.0103)
u— Age*Retired 0.0267 0.0141 0.00198 0.0141
© (0.0167) (0.0137) (0.0167) (0.0107)
E * Indicates significance at 5 percent
._g ** Variable was excluded from model because inclusion resulted in a model convergence problem
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GanGl, HENRY, AND RauB

Model Results

Prior to modeling the data, we expected that liquidity
would have a strong, inverse relationship with the likeli-
hood of claiming each of the three business provisions,
since, for all three provisions, eligibility requires that an
estate holds a certain percentage of its assets in farms
or closely held businesses, i.e., illiquid assets [12]. As
shown in Figure F, the expected outcome was validated,
as each of the three single provision models and the com-
bined model have significant, relatively large, negative
coefficients for the highest liquidity categories.

Based on our earlier findings, we further expected to
find that, ceteris paribus, larger estates were less likely
to claim the SUV and QFOBI provisions, but more likely
to claim the DOT provision. These expectations were
partially validated. Gross estate was significant in the
SUV and QFOBI models with a negative coefficient.
In the DOT model, gross estate had a small, positive
coefficient, consistent with expectations, but it was
not significant at the 5-percent level. In the combined
model, gross estate has a small, but significant negative
coefficient.

We also expected that a higher marginal tax rate
before claiming any provisions would increase the eco-
nomic value of claiming a provision and would increase
the log-odds. This expectation was validated, as mar-
ginal tax rate has a significant, relatively large coefficient
in each of the four models. The coefficient is largest in
the SUV and QFOBI models, which is unsurprising,
given that these two provisions have the effect of directly
decreasing the size of taxable estate.

Our expectations about the significance of debt and
demographic variables were less defined. The amount
of debt held by an estate was significant only in the SUV
model, with its positive coefficient that suggests that
holding more debt tended to increase the likelihood of
claiming this provision, ceteris paribus. Interestingly,
while debt alone was not significant in the QFOBI model,
the interaction of debts and farm assets had a significant,
positive coefficient.

Regarding demographic characteristics, age had a
significant effect only in the DOT model, with a small,

positive coefficient, suggesting that older decedents were
more likely to claim this provision. Being married had
a significant effect in each of the three single provision
models, although the direction of this effect was varied.
Ceteris paribus, married decedents were more likely to
claim the SUV and QFOBI provisions, but less likely
to claim the DOT provision. Widowed decedents were
also more likely to claim the SUV provision than single
or divorced decedents. Gender and retired status had
no significant impact in any of the three single provi-
sion models, but they were significant in the combined
model, with female and retired decedents less likely to
claim at least one of the provisions than male decedents
and single or married decedents. The significance of
gender and retired status in only the combined model
may be attributable to the larger number of observa-
tions in the subsample of estates that claim one or more
provisions.

» Conclusions

Our findings reveal that, holding other factors con-
stant, smaller estates were more likely to claim the SUV
and QFOBI provisions than their larger counterparts, and
that estates facing higher marginal tax rates were more
likely to claim each of the three provisions. From a
demographic standpoint, being married had a significant
impact on the odds of claiming each of the provisions,
although the direction of the effect varied. While being
married increased the likelihood of claiming SUV or
QFOBI, holding other factors constant, it decreased the
likelihood of claiming DOT.

While we believe that this research provides a start-
ing point for understanding the factors that influence
the utilization of special estate tax provisions for farms
and closely held businesses, to expand our understand-
ing of this topic, there are at least three main areas for
future research. First, an approach that would specifi-
cally model the decisionmaking process that faces the
executor of an estate would be enlightening. Ideally, this
model would incorporate not only the choice to claim
one business provision, but also the choice to claim a
combination of business provisions, if eligible for more
than one. In addition, the interaction of other choices,
such as marital and charitable deductions, should be
incorporated into this model, as should some measure of

371



Chapter 2 — Specialized Estate Tax Topics

(9}
Q
o

>
frmr]
0]
e
=

@©
=
©

c

o

Q

()]
ol
o

C

@®
l_

(]
+—

©
+—

n
L
‘©

S

Q
©

(b}
LL
Y

o

S
=
o

c

()

Q.

S

@]
@)

FacTors IN EsTATES” UTILIZATION OF SPECIAL TAX PROVISIONS

the financial constraints placed on an estate by claiming
these provisions.

Second, when analyzing the characteristics of es-
tates that claim these provisions, time is a factor worth
examining. Estate tax returns provide a snapshot of
the decedent’s assets and debts at the time of death,
but reveal no information about these characteristics at
earlier points intime. This is particularly relevant to our
analysis because we have no way of observing what, if
any, choices were purposefully made prior to death so
that an estate would qualify for a business provision.
While the tax law contains a provision that limits the
ability of individuals to shift their assets in a tax-ben-
eficial way prior to death, it is possible that various
forms of planning are used by some individuals or their
representatives in order to qualify for these beneficial
business provisions [13].

Finally, while modeling with records identified by
our asset eligibility criteria is clearly superior to modeling
with the entire dataset, modeling with only records for
estates that are eligible would provide more insight into
why estates choose to elect a special business provision.
While eligibility cannot be observed in the data currently
available, it is possible that future changes to tax law or
reporting requirements could obviate this limitation.

» Endnotes

[1] Special use valuation and deferral of estate tax
liability are available to estates for current deaths.
However, the qualified family-owned business
deduction was repealed for deaths after 2003.

[2] See Gangi, Martha Eller and Brian G. Raub,
“Utilization of Special Estate Tax Provisions for
Family-Owned Farms and Closely Held Busi-
nesses,” Statistics of Income Bulletin, Summer
2006, Washington, D.C. This article is also avail-
able on SOI’s TaxStats Web site at http://www.irs.
gov/pubfirs-soi/spestate.pdf.

[3] United States Tax Reporter, Estate and Gift Taxes,
Volumes | and 11, Research Institute of America,
1996. This publication provides an overview of
tax law, Internal Revenue Code text, House and

[4]
[5]

[6]

[7]

[8]

Senate committee reports, U.S. Treasury regula-
tions, and a general explanation of the tax code.

Ibid.

Population estimates are from “Annual Estimates
of the Population for the United States and for
Puerto Rico: April 1, 2000, to July 1, 2004,”
Population Division, U.S. Census, Bureau, De-
cember 2004. Total adult deaths represent those
of individuals age 20 and over, plus deaths for
which age was unavailable. Death statistics are
from Volume 52, Number 3, Table 3, Centers for
Disease Control and Prevention, National Center
for Health Statistics, U.S. Department of Health
and Human Services, September 2003.

Because almost 99 percent of all returns for dece-
dents who die in a given year are filed by the end
of the second calendar year following the year of
death and because the decedent’s age at death and
the length of time between the decedent’s date
of death and the filing of an estate tax return are
related, it was possible to predict the percentage
of unfiled returns within age strata. The sample
weights were adjusted accordingly, in order to
account for returns for 2001 decedents not filed
by the end of the 2003 filing year.

Estate tax returns are sampled while the returns
were being processed for administrative purposes,
but before any examination. Returns are selected
on a flow basis, using a stratified random prob-
ability sampling method, whereby the sample rates
are preset based on the desired sample size and
an estimate of the population. The design for the
Year-of-Death 2001 study had three stratification
variables: year of death, age at death, and size of
total gross estate plus adjusted taxable gifts. Sam-
pling rates ranged from 1 percent to 100 percent.
Returns for over half of the strata were selected
at the 100-percent rate.

For more information on special use valuation,
see Code section 2032A in The Complete Internal
Revenue Code, Research Institute of America,
July 2001, p. 6,016.
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(9]

[10]

For more information on the qualified family-
owned business deduction, see Code section 2057
in The Complete Internal Revenue Code, Research
Institute of America, July 2001, p. 6,047.

In the 1997 Act, Congress provided for gradual
increase in the lifetime exemption from $625,000
in 1998 to $850,000 in 2004. However, in 2001,
Congress enacted legislation in the Economic
Growth and Tax Relief Reconciliation Act that
completely changed the landscape of estate tax
law. Asaresult, the lifetime exemption, $675,000
in 2000 and 2001, is set to increase to $3.5 million
in 2009, and the estate tax disappears entirely for
deaths in 2010.

[11]

[12]

[13]

For more information on the deferral of taxes and
installment payments, see Code section 6166 in
The Complete Internal Revenue Code, Research
Institute of America, July 2001, p. 9,125.

Liquidity ratio is defined as liquid assets (cash
and cash management accounts, State and local
bonds, Federal Government bonds, publicly traded
stock, and insurance on the life of the decedent)
divided by the projected estate tax liability prior
to claiming any business provisions plus debts of
the estate.

According to Internal Revenue Code 2057(c), most
gifts given within 3 years of a decedent’s death are
included in adjusted gross estate.
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New Data on Family Limited Partnerships Reported on Estate Tax Returns

Brian Raub and Melissa Belvedere; Statistics of Income, IRS

The views expressed in this paper represent the opinions and conclusions of the authors alone.

They do not represent the opinions of the Internal Revenue Service or the Treasury Department.

Family limited partnerships (FLPs) have become an increasingly popular tax planning instrument
in recent years. While the concept of family limited partnerships is well established within the
tax planning community, FLPs do not have any specific legal or tax definition, nor are they
subject to any special reporting requirements. Thus, despite their increased popularity, little data
have been available to shed light on the characteristics of FLPs or the role they play in estate

planning.

Previously, the Statistics of Income Division of the IRS (SOI) has published limited data,
including asset composition and valuation discount data, on FLPs extracted from Forms 706,
United States Estate (and Generation-Skipping Transfer) Tax Return (Raub, 2008). This paper
presents data from a new dataset created by linking Estate tax return data to earnings data
reported on Schedule K-1 filings for these partnerships. These new data help shed light on the
role that FLPs play in estate planning by providing information about the characteristics of
decedents whose estates include FLPs, the characteristics of the FLPs themselves (including their

asset composition), and the role that FLPs play in the financial affairs of wealthy individuals.

Background on FLPs
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The tax planning community uses the term “family limited partnership” to refer to a limited
partnership in which the majority of the partners are related. This type of partnership is often
used to hold and manage family business or investment assets. In the simplest arrangement, an
individual or couple creates and funds an FLP with a variety of assets. The creators typically
name themselves as general partners, retaining full control of the FLP regardless of the number
of partnership shares they own. The creators then distribute the limited partnership shares, which
convey no decision-making authority or control over the FLP, to other family members, usually

children. The creators often gift these shares over a period of time.

As a result of their split-ownership structure, FLPs provide a myriad of estate planning benefits.
For example, they can provide asset protection from creditors and allow more management
flexibility than would be possible with a trust. FLPs also allow the ownership of assets to be
distributed throughout a family while still allowing the general partner(s) to retain full control.
Characteristics inherent to FLPs—the fact that limited partnership shares convey no control over
the FLP, the family-only nature of the partners, and the often personal nature of the underlying
assets—significantly reduce the marketability of limited partnership shares. These
characteristics may make FLPs eligible for valuation discounts. When applied, valuation
discounts reduce the value of the FLP’s underlying assets for gift tax purposes when its shares
are given to family members during the FLP creator’s life and for estate tax purposes following

the creator’s death.

Background on SOI’s Estate Tax Study

The Federal estate tax, enacted by the Revenue Act of 1916 and described in Internal Revenue
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Code (IRC) Subtitle B, Chapter 11, is a tax on the transfer of property at death (Luckey, 2003).
For deaths that occurred in 2004, the filing threshold for property transfers at death was $1.5
million of total gross estate. Analysts in SOI conduct the Estate Tax Study annually, extracting
demographic, financial, and bequest data from Forms 706, United States Estate (and Generation-
Skipping Transfer) Tax Return. The study is designed to allow production of both annual filing
year data on estate taxation as well as triennial year-of-death estimates. The latter estimates are
advantageous in that the included estates would have been subject to the same tax law and
similar economic conditions. A single year of death is sampled for 3 calendar years to ensure
near-complete coverage of the population of decedents for a given year, since about 99.0 percent
of all returns are filed by the end of the second calendar year following the decedent’s year of
death. Of the 37,956 total returns sampled during 2004-2007, there were 11,817 returns sampled

for 2004 decedents, out of a total population of 42,239.

Estate tax returns were sampled while returns were being processed for administrative purposes
but before any audit examination. Returns were selected using a stratified random probability
sampling method, with the sample rates based on the desired sample size and an estimate of the
population. There were three stratification variables: year of death, age at death, and size of total

gross estate plus adjusted taxable gifts.

SOI determined the presence of FLPs on estate tax returns by evaluating two characteristics—the
partnership’s name and its ownership structure. In most cases, FLPs were named using the
decedent’s name followed by “family limited partnership” or similar terminology. SOI

evaluated the ownership structure by examining the attachments to estate tax returns for
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characteristics unique to FLPs, such as the decedent reported as a general partner, close family
members reported as general partners, and ownership shares which had been discounted to
reflect minority ownership and lack of control and marketability. Due to the lack of an explicit
legal definition, it is possible that SOI failed to detect some FLPs associated with decedents in

the sample because the partnerships exhibited neither evaluation characteristic.

The Data

We developed the current dataset by isolating decedents from the 2004 year-of-death study
whose estates contained an FLP. We then linked the estate tax data from those decedents to a
separate dataset containing Schedule K-1 data, which provided information on the number and
type of other entities receiving income from, or paying income to, the FLPs. Partnerships
prepare and file Schedules K-1 with Forms 1065, U.S. Return of Partnership Income, to report
each partner’s share of the partnership’s annual income, deductions, and credits. Partners could

be individuals, trusts, partnerships, or other corporations.

We identified an estimated 1,513 decedents associated with one or more FLPs in the 2004 year-
of-death sample, or about 4.0 percent of all 2004 decedents. Of that total, we were able to

associate 1,133 decedents with a single FLP using the K-1 data. In addition, we identified 223

decedents who were associated with more than one FLP; these decedents had a combined total of

501 FLPs. Finally, we found 157 “match failures,” or decedents for whom it was impossible to
establish a definite association with an FLP in the K-1 data. This could have resulted from
improper identification of FLPs in the SOI data editing process or may reflect cases were no K-1

returns were filed because there was no income to report.
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In the following analysis, we generally separated estate tax decedents into three groups — those
whose estates did not contain FLP assets, those whose estates contained one FLP, and those
whose estates contained multiple FLPs. While the interaction between an estate and a single
FLP was relatively straightforward, the interactions of an estate which contained multiple FLP’s
were too complex to observe fully in the collected data. Thus, we were often able to conduct
more detailed analyses for cases where a decedent had a single FLP than for cases where the
decedent had multiple FLPs. The data revealed that there were significant differences between

decedents whose estates included one FLP and decedents whose estates included multiple FLPs.

Decedent and Estate Characteristics

Figure A displays the demographic profile of decedents with one FLP, multiple FLPs, or none at
all (non-FLP decedents). One noteworthy difference shown in the figure is that decedents with
FLPs had, on average, significantly larger estates than decedents without an FLP. Decedents
with multiple FLPs had the largest average total gross estate, $9.6 million, an amount 39.1
percent greater than the average total gross estate for decedents with one FLP and more than
twice the average for non-FLP decedents. A second noteworthy difference relates to the marital
status of the decedents in each of the categories. While the percentage of single-FLP decedents
who were married was similar to the corresponding percentage for non-FLP decedents, a much

higher percentage of multiple-FLP decedents were married (66.0 percent).
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Figure A: Profile of 2004 Estate Tax Decedents

Characteristic Type of decedent
Non-FLP Single-FLP | Multiple-FLP

Average total gross estate $4.3 million $6.9 million $9.6 million
Sex (percent of total)

Male 56.4 53.3 60.7

Female 43.6 46.7 39.3
Marital status (percent of total)

Married 46.2 44.7 66.0

Widowed 40.1 47.8 29.0

Single 13.7 7.5 5.0
Average age 79.3 80.3 77.8

As shown in Figure B, there were also significant differences in the asset portfolios of decedents
with and without FLPs, notably in the percentage held in investment real estate and business
assets (note that the asset breakdown for single- and multiple-FLP decedents includes the assets
held within the FLPs themselves). On average, non-FLP decedents held the largest shares of
their portfolios in publicly traded stock (24.2 percent) and investment real estate (16.0 percent)
but only a small percentage of their estates were held in closely-held stock or business assets.
Closely-held stock is defined as stock of a closely-held—often family-owned—corporation;
business assets are defined as an unincorporated business, such as a sole proprietorship or
partnership. By comparison, for decedents with FLPs, publicly traded stock represented a
somewhat smaller share of the estate, while investment real estate and business assets made up
significantly larger shares. Business assets accounted for 5.3 percent of the portfolio of single-
FLP decedents, nearly twice as great a percentage as held by non-FLP decedents. For multiple-
FLP decedents, this percentage was even greater, 14.6 percent. These data suggest that the use
of FLPs in financial and estate planning was significantly connected with the ownership of

investment real estate and small businesses, particularly for cases where an individual had
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multiple FLPs.

Figure B: Mean Percentage of Total Assets Calculated for Asset Components,
by Type of Decedent

Type of decedent

Asset type NonFLP | Single-FLP |Multiple-FLP
Publicly-traded stock 24.2 21.8 19.5
Investment real estate 16.0 23.0 23.6
Bonds 13.6 11.0 9.2
Personal residence 125 9.2 5.2
Cash 11.7 8.7 9.8
Retirement assets 9.8 8.3 4.9
Insurance 3.2 2.0 1.3
Closely-held stock 3.0 4.5 5.6
Business assets 2.7 53 14.6
Mortgages and notes 1.7 4.2 3.2
Other assets 1.7 2.1 3.0

Asset Composition of Single FLPs

Having looked at the characteristics of decedents with FLP assets in their estates, we then
analyzed the characteristics of the FLPs themselves. In this section we limited our analysis to
cases where an estate contained a single FLP since, as described above, the relationship between
the estate tax return data and the FLP in these cases is straightforward. As shown in Figure C,
the average tax value (net of any valuation discounts) of single FLPs was $1.83 million, or 26.5
percent of the value of the associated estates. Investment real estate and business assets
combined to make up the majority of the value of FLPs, an observation consistent with the
analysis of Figure B. Compared to the overall asset portfolio of single-FLP decedents, the FLPs
contained greater shares of investment real estate and business assets and lesser shares of each of
the other asset types. For example, while single-FLP decedents held, on average, 23.0 percent of
their overall estates in investment real estate, this asset class accounted for an average of 41.8

percent of the value of these decedents’ FLPs. The concentration of business assets in the FLP
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was even greater: while this asset class made up a mean of 5.3 percent of the overall value of the
estate, it accounted for 17.4 percent of the value of the FLP, on average.

Figure C: Mean FLP Value and Mean Percentage of Total FLP Assets
Calculated for FLP Asset Components, Single FLPs

Single-FLPs

Mean FLP value 1,825,739

Asset breakout
Publicly-traded stock 19.3
Investment real estate 41.8
Bonds 8.9
Personal residence 0.1
Cash 5.9
Retirement assets <0.1
Insurance <0.1
Closely-held stock 4.2
Business assets 17.4
Mortgages and notes 1.9
Other assets 0.6

Income Payments between FLPs and Other Entities

In addition to asset composition, another piece of information that may shed light on the role that
FLPs played in the financial lives of decedents is the extent to which they paid income to, or
received income from, other entities. Overall, the FLPs observed through the K-1 data paid
income to, or received income from, an average of six other entities. The average, however,
conceals differences between cases where a decedent had only one FLP and those where the
decedent had multiple FLPs, as shown in Figure D. There was virtually no difference in the
percentage of either single or multiple FLPs that made payments to individuals (approximately
98.0 percent) or to trusts (approximately 72.0 percent). However, there were significant

differences in the pattern of income payments to and from partnerships for cases where a decedent
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had multiple FLPs compared to cases where there was only one FLP. Of particular note is the fact
that nearly 10.0 percent of multiple FLPs paid income to another partnership, compared to only 2
percent of single FLPs. Although not shown, research revealed that some of the income payments
between the multiple FLPs and other partnerships represent direct payments between the multiple
FLPs themselves. These results suggest that these FLPs were interrelated in a relatively complex
way with the business affairs and financial assets of their associated decedents and that the
complexity of this relationship was greater for multiple-FLP decedents than for single-FLP
decedents.

Figure D: Income Payments To and From FLPs

Tax entity and payment type Typeof FLP
Single Multiple

Individuals and Trusts

FLP to individuals 98.5 97.8

FLP to trust 71.7 72.8
Partnerships

FLP to partnership 2.2 9.6

Partnership to FLP 16.4 22.0

Lifecycle of FLP Filings Relative to Decedents’ Deaths

Examination of the timing of FLP K-1 filings, particularly the timing of initial and final filings
relative to the death of the partnership’s creator, may provide key insights into the decedent’s
intent in establishing the FLP. For “short-lived” FLPs that began filing shortly before the death
of the estate tax decedent and stopped filing shortly after death, the use of valuation discounts
may have been a more important factor in the partnership’s creation than the long-term
management and protection of family assets. However, less than 5.0 percent of single FLPs were

“short-lived.” As shown in Figure E, the majority of all single FLPs, an estimated 64.9 percent,
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were filing Schedules K-1 4 years prior to the year of the associated estate tax decedent’s death,
with a greater percentage, 79.1 percent, still filing Schedules K-1 3 years after death.

Figure E: Percentage of Partnership Returns for Single FLPs Filing K-1's Relative to
Year of Estate Tax Decedent's Death, All FLPS and Those Composed of 100%
Financial Assets

Percentage of FLPs Filing K-1's

-4 -3 -2 -1 Yearof +1 +2 +3

B AIFLPs  ®FLPsComposed of 100% Financial Assets

An FLP composed solely of highly marketable, liquid assets, such as publicly traded stock,
bonds, and cash, may be another indicator that the creation of the partnership was not primarily
motivated by the long-term management and control of family assets. As shown in Figure E,
these “financial FLPs” did exhibit a somewhat different filing pattern than FLPs as a whole.
Compared to all FLPs, fewer financial FLPs were filing K-1 returns for all years surrounding the
decedent’s year of death. The difference is most noteworthy in the third year after the decedent’s
year of death; while almost 80.0 percent of all FLPs overall were still filing K-1 returns 3 years

after the decedent’s death, only 59.0 percent of financial FLPs were filing at that point.
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Characteristics of Decedents with Single FLPs Utilizing Valuation Discounts

Valuation discounts on assets held in limited partnerships and other types of business are
frequently claimed on Estate tax returns. Valuation discounts on shares of limited partnerships are
usually based on the fact that these shares convey no control over the underlying assets and are
thus relatively illiquid. As a result, assets held in limited partnerships may be worth less than their
fair market value would be in the absence of the partnership. Assets discounted for Estate tax
purposes on Form 706 lower the total gross estate, which in turn may lower an estate’s tax

obligation.

In the following sections, we focus on how the use of valuation discounts on FLPs reported on
Estate tax returns differs based on the demographic profile of the decedent and the asset
composition of the FLPs. SOI calculates valuation discounts as the dollar value of the discount
divided by the pre-discount dollar value of the FLP. In our analysis, we defined small discounts as
those less than 22.0 percent of the total value of the FLP, medium discounts were those between
22.0 percent and 40.0 percent of the value of the FLP, and large discounts were those in excess of
40.0 percent of the FLP’s value. Of the estimated 1,133 single FLPs in the dataset, 751 (66.3

percent) included a valuation discount on assets in the partnership.

As shown in Figure F, there was a significant difference in the gender distribution of decedents
whose estates included a valuation discount on FLP assets. The estates of male decedents more
frequently claimed no discount or a small discount, whereas the estates of women claimed

medium- to large-sized discounts much more often. Furthermore, fewer estates of married
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decedents claimed a valuation discount of any size, compared to the estates of widowed decedents.
This difference is likely because married decedents would have had less incentive to use valuation
discounts as a means of reducing the estate value for tax purposes. The estates of married
decedents nearly always use the unlimited marital deduction, which eliminates estate tax liability
on assets bequeathed to the surviving spouse. Furthermore, married decedents have an incentive
to pass assets to a surviving spouse at face value using the marital deduction. Doing so allows the
surviving spouse to use the date of death value of the assets as the basis value when calculating
capital gains.

Figure F: Demographic Profile of Single-FLP Decedents, by Size of VValuation Discount on

FLP Assets
Characteristic Size of discount
None Small Medium Large

Average age 76.9 81.4 82.4 81.7
Sex (percent of total):

Male 60.6 78.3 415 36.5

Female 39.4 21.7 58.5 63.5
Marital status (percent of total):

Married 58.4 41.6 31.2 46.7

Widowed 324 46.4 63.1 49.2

Asset Composition of Single FLPs with Valuation Discounts

As shown in Figure G, there are several noteworthy differences between the asset compositions of
single FLPs for which discounts of various sizes were claimed. FLPs for which no discounts were
claimed were composed of greater shares of business assets than their discounted counterparts,
regardless of the size of the discount relative the FLP’s value. While the asset compositions of
FLPs for which small or mid-sized valuation discounts were claimed were relatively similar, FLPs
for which the largest discounts were claimed were composed of higher percentages of investment

real estate and business assets and smaller percentages of publicly-traded stock and bonds than



their smaller-discount counterparts. This may reflect the fact that investment real estate and small-
business assets are not just illiquid, but also relatively challenging to value because their valuation
process tends to be subjective and imprecise. Therefore, larger discounts taken on FLPs
composed mainly of these asset types may reflect the greater difficulty of finding investors for
such illiquid assets with a large share of family ownership.

Figure G: Mean Percentage of Total FLP Assets Calculated for FLP Asset
Components, by size of Valuation Discount on FLP Assets
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Asset type Size of discoupt
None Small | Medium | Large
~ Publicly-traded stock 13.7 18.9 217 14.7
o Investment real estate 34.0 42.0 444 52.0
‘% Bonds 50 137 11.9 6.0
5 Personal residence <01 >0.1 0.3 0.1
Cash 9.1 40 4.1 47
Retirement assets <01 <01 <01 0.1
Insurance <01 0.2 <01 <01
Closely-held stock 49 7.1 0.8 6.3
Business assets 318 9.1 8.9 13.2
Mortgages and notes 1.0 41 13 2.7
Other assets 04 0.9 0.7 0.2

Summary

A unique dataset that links data on family limited partnerships collected from Estate tax returns to
Schedules K-1 filed by these partnerships showed that FLPs often play a relatively complex role in
the financial affairs and estate planning of wealthy decedents. This seemed to be particularly true
for those decedents who owned a significant share of their portfolios in small businesses and
investment real estate. Of the estimated 1,356 decedents with FLPs, 83.6 percent had one FLP,
while 16.4 percent had two or more FLPs. Decedents with FLPs had, on average, significantly

larger estates than decedents whose estates did not include an FLP, and multiple-FLP decedents
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had larger estates, on average, than single-FLP decedents. The estates of decedents with FLPs
were composed of greater shares of business assets and real estate than the estates of decedents
without an FLP. Decedents with multiple FLPs were disproportionately married men with

businesses.

Single and multiple FLPs both showed a similar pattern of income payments to individuals and
trusts, although multiple FLPs tended to make income payments to other partnerships at a higher
rate than single FLPs. A significant percentage of both types of FLPs reported income payments
from one or more other partnerships, but multiple FLPs reported income from other partnerships at
a higher rate. These facts suggest that FLPs were often intertwined with the business affairs of

wealthy decedents, particularly in the case of multiple-FLP decedents.

The majority of single FLPs were filing Schedules K-1 at least 4 years prior to and 3 years after
the death of the linked estate-tax decedent, although this was true less often for FLPs composed
solely of marketable, relatively liquid financial assets such as cash, bonds, and publicly-traded
stock. As previously noted, only a very few FLPs were “short-lived,” meaning that they began
filing Schedules K-1 less than 3 years before the estate tax decedent’s death and ceased filing less

than 3 years after the estate tax decedent’s death.

Although valuation discounts are often cited as a primary reason for the creation of an FLP,
valuation discounts were claimed on only about two-thirds of single- FLPs. Discounts were
claimed on the FLPs of married decedents much less often than on the FLPs of widowed

decedents. FLPs on which the highest discount rates were claimed held greater shares of real
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estate and business assets, and smaller shares of publicly traded stock and bonds, than FLPs on
which lower discount rates were claimed. This behavior seems to reflect the practicalities,
advantages and disadvantages of both valuation discounts and the liquidity of the assets in the

FLPs, as well as the marital status of the decedents themselves.

A key question in analyzing the life-cycle of FLPs and their roles in estate planning was how to
interpret the timing of when the partnership starts and stops filing Schedules K-1relative to the
year of the associated decedent’s death. Although it is not possible to determine the intent of the
FLPs’ creators, it seemed clear from these data that relatively few FLPs are short-lived, simple
financial instruments, and that the relatively complex roles that these partnerships play in the
financial lives of wealthy individuals bear further study. Opportunities for further research in this
area include: identifying the dates that estates made final settlement with the IRS; comparing this
information to the dates that corresponding FLPs stop filing Schedules K-1; and connecting these

data to gift tax return data.
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