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	Apportionment of tax when there are out-of-state assets.


  (1) Introduction. This rule applies to deaths occurring on or after May 17, 2005, and discusses how to apportion the estate tax when there is out-of-state property included in the gross estate. The estate tax rule on apportionment of estate tax for deaths occurring on or before May 16, 2005, can be found in WAC 458-57-025.

     (2) Calculation of apportioned tax. Apportionment is allowed for estate property located outside of Washington. The amount of tax is determined using Table W (see WAC 458-57-115) multiplied by a fraction. The numerator of the fraction is the value of the property located in Washington. The denominator of the fraction is the value of the decedent's gross estate. Property qualifying for the farm deduction is excluded from the numerator and denominator of the fraction. See WAC 458-57-155 (Farm deduction) for additional information on the farm deduction.

     (3) Example. A widow dies in 2006 leaving a gross estate of $3.1 million. The estate had $100,000 in expenses deductible for federal estate tax purposes. The decedent also owned a home in Arizona valued at $300,000.


	Gross estate 
	$3,100,000 

	Less allowable expenses deduction 
	- $100,000 

	Less $2,000,000 statutory deduction 
	- $2,000,000



 

	Washington taxable estate 
	$1,000,000 



     Based on the tax table, the estate tax equals $100,000 ($1,000,000 x 10% Washington estate tax rate). Because the decedent owned an out-of-state asset, the tax due to Washington is prorated by multiplying the amount of tax owed by a fraction. The numerator of the fraction is the value of the property located in Washington divided by the denominator that equals the value of the decedent's gross estate. The fraction is then multiplied by the amount of tax.


($2,800,000 ($3,100,000 - $300,000) / $3,100,000) x $100,000 = $90,323


     The estate does not have to pay estate tax to the state of Arizona in order to reduce the tax owed to Washington. The estate tax due to Washington is $90,323.

     (4) When is property located in Washington? A decedent's estate may have either real property or tangible personal property located in Washington at the time of death.

     (a) All real property physically situated in this state, with the exception of federal trust lands, and all interests in such property, are deemed "located in" Washington. Such interests include, but are not limited to:

     (i) Leasehold interests;

     (ii) Mineral interests;

     (iii) The vendee's (but not the vendor's) interest in an executory contract for the purchase of real property;

     (iv) Trusts (beneficial interest in trusts of realty); and

     (v) Decedent's interest in jointly owned property (e.g., tenants in common, joint with right of survivorship).

     (b) Tangible personal property of a nonresident decedent shall be deemed located in Washington only if:

     (i) At the time of death the property is situated in Washington; and

     (ii) It is present for a purpose other than transiting the state.

     (c) Example. A nonresident decedent was a construction contractor doing business as a sole proprietor. The decedent was constructing a large building in Washington. At the time of death, any of the decedent's equipment that was located at the job site in Washington, such as tools, earthmovers, bulldozers, trucks, etc., would be deemed located in Washington for estate tax purposes. Also, the decedent had negotiated and signed a purchase contract for speculative property in another part of Washington. For estate tax purposes, that real property should also be considered a part of the decedent's estate located in Washington.



[Statutory Authority: RCW 83.100.047 and 83.100.200. 06-07-051, § 458-57-125, filed 3/9/06, effective 4/9/06.]
