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The accompanying report, Statistics of (alifornia State Inheritance Tax,
e Fiscal Years 1973-74 and 1974~75, is the fifth, biennial statistical
summary of inheritance tax cases to be published by the State Controller.

Earlier biennial reports were issued in May 1965, February 1967, January
1970, and March 1972.

The statistics presented in this report were derived from statistical
summary sheets prepared by the Inheritance and Gift Tax Division for
every inheritance tax report reviewed and approved in fiscal years
1973-74 and 1974-75. Information is provided on characteristics of
taxable estates, the beneficiary structure of estates, and factors
involved in the computation of tax. Hopefully this data will provide
additional means for evaluating proposed legislation and projecting
inheritance tax revenue. It should be noted that tax assessment and
payment procedures are such that the amount of inheritance tax assessed,
a8 reflected in this report, cannot be directly related to the amount
of inheritance teax collected for the report period.

i G

Kenneth Cory
State Controller
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STATISTICS OF CALIFORNIA STATE INHERITANCE TAX
FISCAL YEARS 1973-Th AND 197h-75

Introduction

The Californis Inheritance Tax Law 1s set forth in Part 8 of Division 2 of
the California Revenue and Taxation Code.?/ The intent of the law is to
assess & bax on the transfer of property taking effect at the transferor's
death. The types of property subject to inheritance tax include transfers.
by will or intestate succession, joint btenancy survivorships, and certain
types of lifetime transfers, In general, all real and tangible personal
property of the decedent locabted in California and all intangible personal
property belonging to s Californis realdent vwherever located is taxable in
Californisa. The properby transferred is valued ag of the decedentts date
of death, and the tax computed at the rates and exemptions in effect at
the date of death.

Where the estate of a decedent is subject to probate administration, the
bax, if any, is fixed by order of the Superior Court during the course of
probate proceedings. In the event there are no assets requiring probate,
the tax may be fixed by order of the Superior Court in special tax
proceedings. The Court appoints an inheritance tax referee in each case
from & panel established by the State Controller. The referee first
appraises the assets, computes all allowable deductions and exemptions,
then, acting as a referee of the Court, submits his report of the amount
of tex due the Stabte. I neither the State nor the taxpayer files objec-
tions to the referee’s report, the Court makes its order Tixing the tax
in accordance therewith,

The State Controller, representing the Stabte through the Inheritance and
Gift Tax Division, is responsible for establishing that the proper amount
of tex is fixed and collected. A staff of attorneys specializing in this
field of law, and a staff of inheritance tax examiners, are employed to
audit the referees? reports and supporting documents before the reports
are filed with the Court. Most disputed issues are thus disclosed, thor-
cughly discussed with the taxpayer's representatives, and settled before
the original reports are filed with the Court.

In 1971, legislation was enscted which established & procedure for deter-
mination of inheritance tax by the State Controller when no court proceeding
is pending or likely to be filed. The "Controller's Determination™ is the
equivalent of & court order fixing tax, subject to the same provisions for
amendment, modification, and setilng aside. This tax determination proce-
dure replaced the earlier procedure of informal inheritance tax determina-
tion without & court proceeding, known as the letter report method, which
had several administrative defects.

1/

= The Californis Probate Code containg provisions governing the administra-
tion of decedents?! estates, which should be read in conjunction with the
Californis Inheritance Tax law.



If it is determined that a tax is payable to the State, it is paid to the
local county treasurer, who in turn forwards his collections to the State
Treasurer at specified intervals. When the county treasurers issue tax
receipts, copies are sent to the Inheritance and Gift Tax Division for
accounting purposes.

The estates described in this biennial report are taxable estates for which
inheritance tax reportsg were audited by examiners of the Inheritance and
Gift Tax Division in fiscal years 1973-74 and 1974~75. Data on amended and
supplemental reports approved during these years were incorporated with
original report data only if the first reports were also gpproved during
those periods. Report data modifying cases first audited in prior fiscal
years were eliminated in order to avoid duplicate presentation of estates
in more than one statistical report.

It should be noted that not all decedent Californians or nonresidents dying
in California had estates covered in this report. A number of deaths occur-
ring in the State were among persons from other states or countries with no
assets in California, or among California residents with assets outside the
taxing jurisdiction of California. Deaths occurred also among those of
young years who infrequently leave behind "estates." There are additional
numbers of decedent Californians whose eststes within Californis were en-
tirely exempt from inheritance tax under the various exclusions and exemp-
tions provided by law. The Inheritance and Gift Tax Division maintains
records of these nontaxasble estates where a "No Tax" Certificate has bheen
filed or a Certificate of Release of Ipnheritance Tax Lien or a Censent to
Transfer issued. As these estates were not subject to tax, they have not
been included in this report, which deals with taxable estates only,

Inheritance Tax Trends

Historically the number of taxable estates and the amount of inheritance tax
actually collected have tsken upward trends. Table 2 presents a twenty-year
time series of inheritance tax revenue, including the percent change in
revenue from one fiscal year to another, As shown, the growth in revenue
has been positive but not steady. Inheritance tax revenue is dependent not
only on the number and size of taxable estates for which payments are made
but also on the tax rates and exemptions in effect at the time, Legislative
changes pertaining to tax discounts, the delinquency period for tax payments,
and the interest rate for delinquent tax all have a bearing on inheritance
tax payment patterns. Changes in the state of the economy affect taxable
estate values and, as a result, the inheritance tax revenue. In addition,
tax produced by a few large estates in any one year may unduly affect the
overall figures.

Table 3 illustrates trends in taxable estates for which inheritance tax
reports were approved from fiscal year 1964-65 through 1974-75. In general,
the total number and value of taxable estates have tended to increase over
the years in keeping with population growth and inflation. Total inheritance
tax assessed, however, has fluctuated somewhat in relation to the number of
estates, reflecting the influence exerted by law changes, economic trends,
and certein large estates.

A
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The amount of ipheritance tax assessed for each fiscal year in Table 3 is
not comparable to the amount of inheritance tax revenue for the same period
in Table 2. Tax may be pald in an estate before or after the first inher-

2 itance fax report in the case is completed, If an estate ig sizable it is
likely that an estimated amount of tex will be paid prior to the first
reportts approval, in which case the amount of tax paid would become inher-
itance tax revermue perhaps vears before the actual amount of inheritance
tax is Tinally assessed.
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In fiscal year 1973-7h California inheritance tax was determined in 40,048
taxable estates, which totalled §5,411,254,000 in gross estate value. 1In
the following fiscal year 1974-75, the total nuwber of taxable estates rose
to 40,956 with a correspondingly larger gross estate value of $5,530,806,900.
The average gross estate value per taxable estate was $135,100 in 1973-Th,
compared to $135,000 in 1974-75.

¥

Clear market value, resulting from the reduction of gross estate value by
deductions, the survivor's contribution, and the $50,000 insurance exclusion,
similarly inecreased from $&,704,162,200 for all 1973-74 taxable estates to
$4,788,236,400 for the next year. 'The average clear market value per estate,
however, dropped from $117,500 in 1973-74 to $116,900 in 1974-75.

State taxable estate value, remaining after the community, quasi-community,

Section 13560, and charitasble exclusions are subtracted from clear market

vaiue, gives the value of all taxsble transfers to beneficiaries not other-

wise excluded from tax. The tobal state taxable estate value of

$3 604,046,200 for 1973-7h estates was lower than the $3,448,740,700 level
e for 1974-75 estates, but the 1973-T7h average state taxable estate value of

$85,000 exceeded the 197hk-75 average of $84,200,

Total inheritance tax assessed reached $224,112,432 in 1973-74 and decreased
by 2.7% to $217,979,772 in 1974-75. The average inheritance tax assessed
per estate likewise dropped from $5596 in 1973-7h to $5322 in the next year.
Although more taxable estates were reported in 1974k-75 than in 1973-Th,
there were fewer large estates and more small estates in 1974-75. Conse-
quently, the average value and tax assessed per estate was less in 1974-75
than in 1973=74.

Digtricts and Counties

California inheritance and gift tax is administered through three district
offices -- Sacramento, San Francisco, and Los Angeles, FEach district office
has jurisdiction over tax matters arising in the counties assigned to its
distriect, Tables 4A and 4B sum up the estate values and inheritance tax
assessed for all taxable estates, by district. Tables 5A and 5B present
those estate values and inheritance tax assessed on a statewide basis in
several categories of gross estate size. Tables 6A and 6B contain distri-
tutions of the estite values snd tax assessed by the 58 California counties
collecting inheritance tax.

As indicated in these tables, the Los Angeles district processed inheritance
tax reports for almost 60% of all taxable estates in both 1973-7h and 1974-75,




while los Angeles county alone was responsible for roughly one-third of the
reports. The total estate values for this district were greater than for
the San Francisco and Sacramento districts combined, though the Los Angeles
district totals were higher in 1973=74 than in 197k-75 and the proportion
of total inheritance tax assessed atiributable to the Los Angeles district
dropped from 62% in 1973-7h to 56% in 197hk-75.

In terms of average values, San Francisco district estates ranked first with
the highest average estate values and inheritance tax assessed in both fiscal
years. In 1974=75 the average gross estate value per San Francisco district
estate of $149,500 far surpassed the Los Angeles and Sacramento averages of
$132,200 and $115,200, respectively. At the same time the $6,260 average
inheritance tax assessed per estate for the San Francisco distriet exceeded
the $5,183 Los Angeles district average value and the $3,821 Sacramento
district average value.

Date of Death

The decedent's date of death is & critical factor in the determination of
inheritance tax. All property subject to tax is valued as of the date of
death; the tax rates and exemptions applicable are those in effect as of
the date of death; interest incurred on unpaid inheritance tax is computed
starting nine months from the date of death.

In Tables T7A and 7B a1l taxable estates are grouped by the decedent's date
of death, in six-month time periods. The estate values and inheritance tax
assessed are given for each group of estates. It can be seen from these
tables that for both fiscal years 1973-74 and 1974~75 less than one-third
of the decedents died in the same year tax reports on their estates were
approved but over one-half died during the previous fiscal year.

The taxable estates in Tables BA through 8D are also grouped by period of
death but are further broken down by the size of their clear market value,
Tables GA through 9D provide detailed distributions of taxable estates within
each district, by the time elapsed from the date of death to the date of the
first report's approval and by the size of their clear market value, These
tables demonstrate the direct relationship between estate size and the time
interval from the date of death to the date of the first report’s approval.
In the larger and more complex estates a great deal of time may be spent
regolving internal estate problems and settling legal matters before tax
reports are prepared. Furthermore, the time spent by State inheritance tax
attorneys and examiners reviewlng these reports quite often exceeds that
spent on reports for smaller, less complicated estates,

Beneficiaries

Inheritance tax is assessed on transfers to individusl beneficiaries, whose
relationships to the decedent determine the rates and exemptions used in
computing the tax. Table 1, effective ag to decedents dying after 7:00 p.m.,
July 29, 1967 and before January 1, 1976, sets forth the rates and exemptions
applicable to the various beneficiary classifications,



Tables 10A-10D provide information on all estates grouped by size of clear
market value that have beneficiaries in specified classes. The mumber of
estates are accumulated in Tables 10A and 10C, and the number of benefici-
aries, in Tables 10B and 10D. According to these tables beneficiaries of
"Class A, Other than Minor Child"™ were more common to taxable estates than
those of any other class, recelving interests in about one-half of all
estates. Over one-third of the total number of beneficiaries fell into
this classification.

= Tables 11A, 11B, 12A, and 12B go into detsil on charitable beneficiaries
and transfers to them. Examination of Tables 11A and 11R reveals that as
estates increased in value, the percentage of estates with charities and
- the average value of transfers to charities went up sccordingly. In
Tables 12A and 12B &ll taxable estates are sorted by their clear market
value and further broken down by the total value of transfers made by the
e decedent to charities. As shown, only a small minority of the estates
involved charitable transfers, nearly half of which amounted to under
$5,000 per estate,

8 Special Estate Features

Notable characteristics of taxable estates are detailed in Tables 13A and
13B through 16A and 16B.

Tables 13A and 13B provide statistics on the character of property, i.e.,
taxable estates composed of community, quasi-community, or separate property
or some combination of these three property types. It can be observed in
these tables that the relative proportion of estates comprising the various
categories of property shifts markedly as estate size increases., In both
1973-Th and 1974~75, for example, 89% of all estates worth less than $25,000
were made up of separate property; this rate gradually dropped to below 50%
for estates worth $300,000 to $499,999 but turned up to about 5#% for es-
tates valued at $1,000,000 and over.

The number and percent of estates with special estate-planning, property,
and tax features are listed in Tables 14A and 14B. As might be predicted,
the incidence of these special features was proportionately higher in the
larger estates. Property held in Joint tenancy, however, was common to
over one-half of the estates in all clear market value size groups.

- In Tables 15A and 15B data has been compiled only on estates involving
election by the surviving spouse. The number and total clear market value
of estates with this feature are shown for each district in several clear
market value categories. It is evident from these tables that surviving
spouse election estates were more prevalent in the Los Angeles district,
where salmost three-fourths of the cases occurred,

In Tables 16A and 16B all taxable estates are distributed by size of clear
market value and the total amount of inheritance tax assessed ig separated
into normal inheritance tax and pickup tax, Of the $224,112,432 in inher-
itance tax assessed in 1973-T4 estates, $2,506,176 was pickup tax and
$221,606,256 was normal inheritance tax. The 1974-75 total tax amount of




$217,979,772 was composed of $4,828,355 in pickup tax and $213,151,416 in
normal inheritance tax. Again the importance of a few large estates in the
inheritance tax picture is stressed in these tables. 1In 1974-75 over
$2,000,000, or 419 of all pickup tex assessed, was attributable to no more
than .02% of the taxable estates. In both 1973-7h and 197k-75 about 4% of
all taxable estates, those with a clear market value of $500,000 or more,
accounted for nearly half of the total inheritance tax assessed.

Estate Size and Tax Assessged

Tables 17A and 17B through 23A and 23B contain further detail on the size of
estates and inheritance tax assessed. FEstate values and inheritance tax
assessed are summarized for estates of varying gross estate sizes in Tables
17A and 17B, of varying clear market value sizes in Tables 20A and 20B, and
of varying state taxable estate sizes in Tables 22A and 22B. Inheritance
tax assessed is presented as it relates to gross estate size in Tables 19A
and 19B, to size of clear market value in Tables 21A and 21B, and to state
taxable estate size in Tables 23A and 23B. Tables 18A and 18B, "State
Taxable Estate Size by Gross Estate Size", compare the sizes of estates
before and after deductions, contributions, and exclusions come into play.

These tables reveal the direct relationship between estate size and inher-
itance tax assessed. As taxable estates rise in value, not only does the
amount of tax per estate increase but alsc the proportion of tax per estate.
In Table 17A, for instance, the amount of tax assessed on 1973-Th estates
between $10,000 and $24,999 in gross estate size was 2,54% of their gross
value; for taxable estates in the $100,000-199,999 size bracket, this per-
centage was 3.37%; for estates worth $1,000,000-1,999,999, this percentage
rose to 5.36%.
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Charitable exclusion. This exclusion applies to transfers to private char-
ities, the United States, the State of California, or public corporations of
California,

Clear market value. Net value of estate remaining after subtraction of
deductions, survivor's contribution, and $50,000 insurance exclusion from
gross estate value,

1/

Community exclusion.,~ This exclusion embraces all community property going
to the surviving spouse except where the survivor is given a power of appoint-
ment over the decedent's community interest. If the spouse receives an
interest in the property subject to a power over and above the power itself,
that interest up to the value of a life estate is excluded from tax.

The community exclusion is applicable only to property transferred to the
surviving spouse. The decedent's share of community property passing to
other beneficiaries is subject to inheritance tax.

If life insurance premiums have been paid from community funds, the insurance
proceeds are community property and qualify for the community exclusion when
paid to the surviving spouse,

Joint tenancy property held between husband and wife derived from community
funds is treated as community property for inheritance tax purposes and is
covered by the community exclusion,

Community property. Generally, all property acquired by husband and wife
during marriage while residents of California, except that acquired by gift,
bequest, devise or descent.

Compromige tax. The amount of inheritance tax added to or subtracted from
the total tax imposed against all transferees of a decedent by reason of a
compromise of a contingency or a compromise as to the domicile of the
decedent.

Deductions. Allowable deductions include debts of the decedent, expenses
of last illness paid after death, funeral and burial expenses, attorneys?
and executors' fees, taxes (other than estate and inheritance taxes) due at
decedent’s death, and costs of administration,

i;Chapter oLz, Statutes of 1975, effective as to decedents dying on or after
January 1, 1976, amended the Revenue and Taxation Code to subject all of
the decedent's share of the community property to inheritance tax, whether
or not it passes to the surviving spouse, and to exclude from tax only the
surviving spouse's one-half of the community.



District. FEach of the three district offices of the Inheritance and Gift
Tax Division -- Sacramento, San Tfrancisco, ILos Angeles -~ has jurisdiction
of tax matters arising in the counties within its district, assigned as

follows:
Sacramento San Francisco los Angeles

Alpine Nevada Alameda Imperial
Amador Placer Contra Costa Inyo
Butte Plumas Del Norte Kern
Calaveras Sacramento Humboldt Los Angeles
Colusa San Joaquin Marin MonoZ2/
El Dorado Shasta Mendocino Orange
Fresno Sierra Monterey Riverside
Glenn Siskiyou San Benito San Bernardino
Kings Solano San Francisco San Diego
Lake Stenislaus San Twis Obispo Santa Barbara
Lassen Sutter San Mateo Ventura
Madera Tehams Santa Clara
Mariposa Trinity Santa Cruz
Merced Tulare Sonoma
Modoc Tuoliumne
Monog/ Yolo
Napa Yuba

Election. Surviving spouse'’s election occurs when the decedent attempts to
dispose of both the decedent®s and the surviving spouse's shares of the com-
munity or quasi-community property, thereby forcing the surviving spouse to
choose between taking under or against the decedent's will.

Exclusions. Exclusions act to entirely exclude from inheritance tax certain
types of transfers that would have been taxed otherwise in the highest tax
brackets. They represent reductions in the value of property subject to tax.
The various types of exclusions provided by law are the community exclusion,
quasi~-community exclusion, Section 13560 exclusion, insurance exclusion,
charitable exclusion, intangibles exemption, war risk insurance exemption,
armed services exemption, and pension exemption.

Exempt insurance.

policies payable to the estate, exempt under the war risk insurance exemption,

Iife or accident insurance proceeds payable to named
beneficiaries exempt from tax under the community exclusion, quasi-community
exclusion, or insurance exclusionj proceeds of federal war risk insurance

Exemptions. Exemptions enter into the actual computation of inheritance tax
and have the effect of exhausting part of the lowest tax brackets, Tax is
computed on the value of property in excess of exemptions at the same rate
that would have been applicable had the exemptions not been allowed., The
specific exemption and the marital exemption are the only true exemptions,

L Errective prior to July 1, 197k,

2/gffective on and after July 1, 1974,

st
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Gift tax credit. The credit allowed against the inheritance tax imposed on

a taxable inter vivos gift on which a gift tax had been paid.

Gross estate value. Total gross value of all reported property of decedent

subject to California inheritance tax before gubtraction of deductions, sur-
vivor's contribution, and exclusions.

Types of transfers incliuded in gross estate value:

(1) Property passing by will or laws of succession subject to probate in
Californis. Ordinarily the probate estate includes all community prop-
erty in the case of g decedent husband but only one-half the community
property in the cage of a decedent wife, 1/

(2) Joint tenancy property, including that between husband and wife derived
from community funds., If the survivor's contribution is 100% of the
gﬁznt te ﬁ(; §ra§erty3 the grogs value of the property is still part

f the gross estate value.

to named beneficisries if the aggregate amount
entirely compunity property going to spouse.
urance before application of the $50,000 insur-
kude&z Insurance payable to the estate is part

(5) Other miscellaneous, uninventoried assets subject to tax,

Types of transfers not included in gross estate value:

(1) Life insurance payable to named beneficiaries unless the aggregate
amount exceeds the $50,000 insurance exclusion and the community
exclusion applicable to insurance payable to the spouse.

(2) Proceeds of federal war risk insurance policies payable to the estate.

(3) Proceeds of public employee retirement plans.

Inheritance tax assessed., The tobal amount of all normal inheritance tax
and pickup tax payable in an estate. Includes compromise tax if any,

};Legisiatiéﬁ enacted in 1974 and 1975 substantially changed the provisions
for administration of community property, applicable to the estates of
pergons dying on or after July 1, 1975. When community property passes
to the surviving spouse, either by terms of the decedent's will or by
intestate succession, the property may, at the election of the survivor,
be set aside without probate sdministration, 1In addition, the survivor
may elect to have either the decedent's interest only or both the dece-
dentfs and survivor's ilnterests in community property administered in
probate. This report includes estates with a date of death prior to
July 1, 1975; therefore this amendment does not apply to any estates
included in this biennial report.
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Insurance exclusion. This exclusion operates on up to $50,000 of life or
accident insurance proceeds payable to named beneficiaries. It is available
only if the insurance is on the life of the present decedent, who retained
incidents of ownership in the policy until death,

Inter vivos transfers. Transfers made during lifetime as opposed to testa-
mentary transfers which are transfers effected by a will upon the death of a
person.,

Inter vivos transfers subject to tax., Transfers made during the decedent's
lifetime without adequate snd full consideration in money or money's worth
subject to inheritance tax, Examples are trustee accounts, revocable trusts
and transfers, gifts in which decedent reserved for himself a life interest,
and gifts made by the decedent in contemplation of death.

Joint tenancy. An interest in property owned by two or more persons in equal

shares, title to which was created by a single document which expressly de~
clared the interest to be joint tenancy. The main characteristic of joint
tenancy ig the "right of survivorship" which means that at the death of a
joint tenant his or her interest passes to the surviving joint tenant or
tenants equally and is not subject to testamentary disposition.

Life estate. An interest or estate in property, the duration of which is

measured by the life of one or more designated persons. A life estate may

be created in real or personal property by either an inter vivos or testa-
mentary transfer.

Marital exemption;i/ The exemption granted s surviving spouse in connection
with separate property of the decedent. This exemption is limited to one-half
the net separate property in the estate and cannot exceed the amount otherwise
taxable received by the spouse. '

Pickup tax. The Federal Estate Tax Law provides for a "maximum state death
tax credit" to offset a theoretical amount of death taxes paid the State.

The credit is a function of the federal sstate tax and bears little or no
relationship to the amount of California inheritance tax actually charged
beneficiaries, If this federal tax credit exceeds the actual sum of inher-
itance tax payable by all beneficiaries to the State, an additional tax or
"pickup tax" is assessed by the State against the estate as a whole in order
to pick up the full amount of the credit allowable by the federal government,
The amount of pickup tax imposed is egual to the difference between the maxi-
mum allowable State death tax credit and the inheritance tax, If no normal
inheritance tax is due, the amount of pickup tax is equal to the amount of
the maximum allowable State death tax credit,

E;Chapter gh2, statutes of 1975, effective as to decedents dying on or after
January 1, 1976, changed the "maritael exemption” to the "marital exclusion,"
i.e., the nontaxable one-half of the separate property previcusly taken off
at the lowest tax brackets is now excluded from the highest tax brackets.
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Power of appointment. A power or authority given to a donee to dispose of
property, or an interest therein, which is vested in a person other than the
donee of the power.

Previously texed property credit. The credit allowed against the inheritance
tax imposed on a transfer of property to a Class A transferee, where that
property had passed to the present decedent as a Class A transferee of g
prior decedent no more than five years before the present decedent's death.

Quasi~community exclusion. This exclusion, known also as the 201.5 property
exclusion, frees from tax quasi-community property taken by a nonacquiring
spouse up to a value of one-half of the clear market value of all quasi-
community property in the estate. The amount of the quasi-community property
received by the nonacquiring spouse in excess of one-half of the net quasi-
community property is subject to tax, All quasi-community property acquired
by the surviving spouse is excluded from tax.

Quasi-community property going to persons other than the nonacguiring spouse
is taxsble,

Proceeds of life insurance on the life of the acquiring spouse attributable
to premiums pald with quasi-community funds constitute quasi-community
property. If paid to the surviving spouse, one-half of the proceeds are
exempt under the quasi-comminity exclusion while the other half gqualifies
for the insurance exclusion,

Joint tenancy property of a husband and wife which had its source in quasi-
community property is not considered quasi-community property for inheritance
tax purposes. It 1s treated as a separate class of property with the presump-
tion of equal contribution by the spouses. Upon the death of either spouse,
the surviving spouse is not entitled Lo a quasi-~community exclusion but is
allowed a joint tenancy contribution of one-~half the net value of such prop-
erty, not subject to tax; the remaining one-half is taxable,

Quasi-commnity property. Property also referred to as 201.5 property,
acquired by husband and wife during their marriage while residing outside’
California which would have been community property if acquired in California.

. : 1 . . -
Section 13560 exeluslsn;M/ This exclusion excludes the surviving spouse's
share of Section 13560 property from inheritance tax. The decedentts share
is texed as separate property.

Section 13560 Qropertygé/ Property converted from separate to community,
congidered one-~half the separate property of each spouse for inheritance
tax purposes.

T

~/ Chapter 942, Statutes of 1975, effective as to decedents dying on or after
January 1, 1976, repealed Section 13560 of the Revenue and Taxation Code,
removing the distinction as to community property converted from separate
property. The taxation effect is that upon the death of a spouse on or
after January 1, 1976, property converted from separate Lo community must
be taxed as true community property.

11



Separate property. Property belonging to one spouse acquired prior to mar-
riage or acquired by gift or inheritance during marriage.

Specific exemption. The exemption to which each transferee is entitled with
respect to all property received by him or her from the decedent. The spe-
cific exemption allowed is that in effect at the time of the decedent's death,
depending on the transferee's relationship to the decedent. See Table 1,
ncglifornia Inheritance and Gift Tax - Rates and Exemptions, Effective after
7:00 p.m., July 29, 1967 and before January 1, 1976."

State taxable estate. Net taxable value of estate resulting from subtraction
of commnity exclusion, guasi-community exclusion, Section 13560 exclusion,
and charitable exclusion from clear market value. State taxable estate is a
statistical term only and has no legal definition.

Survivor's contribution. Amount of surviving joint tenant's contribution to
joint tenancy property which is excluded from tax. The survivor's contribu-
tion is deducted from the gross value of the joint tenancy property in
determining the net amount taxable to the survivor.
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TABLE 2 -~ INHERITANCE TAX REVENUE
FISCAL YEARS 1954-55 THROUGH 1974-75

Inheritance tax revenueﬁ/
Fiscal year
Value Percent change
(1) (2)
195k-55 $ 28,429,100 + 26.9
1955-56 34,172,900 + 20.2
1956-57 35,993,700 + 5.3
1957-58 42,551,100 + 18.2
1958-59/ 41,979,300 - 13
1959-60 43,705,600 + ko
1960-61 73,092,600 + 67.2
1961-62%/ 70,546,000 - 3.5
1962-63 86,783,100 + 23.0
1963-64 95,884,900 + 10.5
196k4-65 104,569,900 + 9.1
1965-66 113,825,700 + 8.9
1966-67 106,605,300 - 6.3
1967-68%/ 125,731,500 +17.9
1968-69 147,350,100 +17.2
1969-70 152,605,300 + 3.6
1970-71 173,789,400 + 13.9
1971—723/ 200,373,800 + 15.3
1972-73 238,679,400 + 19.1
1973-7h 214,305,600 - 10.2
197h-75 226,698,100 + 5.8

E/Source: Actual total inheritance tax revenue as reported in the
"State of California, Annual Report of the State Controller.™

E/Substantial changes in the Inheritance Tax Law effective June 2k, 1959,
September 15, 1961, and July 29, 1967 affected the tax rates and
exemptions.

E/Effective December 8, 1971, new legislation accelerated the delinquency
date for inheritance tax payments from two years after the date of death
to nine months. In addition, the 5% discount provision for payment of
inheritance tax within six months after the date of death was repealed.
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