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D 
Characteristics of estate
 
tax wealth 

The estate tax return's use as a data source for the 
asset holdings of the wealthy is limited because the 
wealth reported on the return is not identical with what 
is ordinarily considered a man's personal wealth. The 
major differences between estate tax wealth and a more 
usual notion of personal wealth are summarized in chart 
16. 

Chart 16 Estate Tax Wealth 
and Personal Wealth 

Estate Tax Wealth 

Foreign Real Estate 

Pension and Annuity Wealth 
Represented Only By An Income Right 

Trust Interests Represented Only Byadd 
An Income Right 

Certain Community Property Interests 

Costs of Terminal Illness 

Lifetime Gifts Presumed to Be In Contemplation 
of Death 

su btract Remainder Interests In Certain Other Estates 

Difference Between Insurance Proceeds and its 
Cash Surrender Value 

- Total Personal Wealth of Top Wealthholders 

Some kinds of wealth enjoyed by living individuals, such 
as pensions, income rights in annuities and trusts, or 
foreign real estate holdings, were not generally required 
to be reported on the return. Other interests are included 
for estate tax purposes which are not part of a man's per­
sonal wealth, for example, certain lifetime gifts. 

The fact that the assets are valued at or shortly after 
death may also change the size and composition of wealth. 
This is particularly important in the case of insurance 
for the full face value of the insurance is reported in the 
estate tax return and not the cash surrender value the 
asset had before death. There is also, of course, the 
effect of terminal illness reflected in either a smaller 
estate or a larger debt burden. Finally, there are im­
portant questions of ownership tied closely to property 
laws and there may be some inherent understatement of 
wealth because the returns used were unaudited. 

PROPERTY INTERESTS INCLUDED 

The Federal estate tax is a tax on the transfer of 
property interests at death. Property transferred before 
death without retained' 'strings" or property which ceases 
to have a value when death occurs is, of course, not sub­
ject to the tax. Thus to be shown on the estate tax return 
the property must have been owned by the decedent at 
death and have a value after his death. The one exception 
to this was gifts made during the three years before 
death, presumed to be in contemplation of death. 

Usually the way in which ownership existed determined 
the portion of the property included. Property ownership 
could take several forms: (1) property owned jointly with 
right of survivorship; (2) property held under a general 
power of appointment; (3) property held solely by the 
decedent or as a tenant in common, in a partnership for 

.. example; (4) community property under the laws of the 
States of Arizona, California, Idaho, Louisiana, Nevada, 
New Mexico, Texas and Washington; and (5) certain prop­
erty transferred during life by gift. The entire value of 
jointly owned property was included except that portion 
attributable to the contributions of the surviving joint 
tenant(s). Property held under a general power of ap­
pointment and property owned outright were included at 
their full fair market value. 1 

Community Property 

Under community property laws, generally whatever is 
acquired by the efforts of either husband or wife during 
marriage belongs to the marital community, not to the 
husband or wife separately. Property acquired either 
before marriage, or after marriage by gift or inheritance, 
usually remained the separate property of the spouse who 
acquired it and was taxed as such. For estate tax pur­
poses half the community property is considered to be 
owned by each spouse. An exception to this occurs in 
New Mexico. If the husband predeceases the wife, one­
half of the community property is includable in his estate. 
But following a court decision in 1931, if the wife dies 
first no part of the community property is includable in 
her estate. 2 This peculiarity of the law slightly under­
states the number and wealth of married female top 
wealthholders. 

Lifetime Gifts 

Two kinds of transfers are included bylaw: (1) Incom­
plete transfers - property interests given in such a way 

1If the decedent held a power of appointment under which he had authority 
only to confer the property upon some other person, then the value of the 
property was not includable. (For example, if the decedent possessed a 
power to appoint the property only to his own children.) 

2}Jernandey V. Becker (10th Cir., 1931). 












