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SUMMARY

The Washington Supreme Court considered consolidated challenges to 2013 amendments to
Washington's Estate and Transfer Tax Act concerning the taxation of qualified terminable interest
property (QTIP) upon the surviving spouse's death. The court rejected the Estates' separation-of-
powers, due-process, impairment-of-contracts, uniformity, estoppel, statute-of-limitations, and final-
judgment arguments, reversed summary judgment for the Hambleton estate, and affirmed summary
judgment for the Department of Revenue in Macbride.

CASE DETAILS

COURT Supreme Court of Washington

WRITING FOR THE COURT Wiggins, J.; Madsen, C.J.; C. Johnson, J.; Owens, J.; Fairhurst, J.;
Stephens, J.; González, J.; Gordon McCloud, J.; Dwyer, J. Pro Tem.

JURISDICTION Washington

DECIDED October 2, 2014

DOCKET Nos. 89419-1, 89500-7

DISPOSITION reversed_and_remanded

PROCEDURAL POSTURE Consolidated review of summary judgment rulings involving
challenges to retroactive amendments to Washington's Estate and
Transfer Tax Act. The Supreme Court accepted certification of the
Hambleton appeal and transferred and consolidated the Macbride
appeal.

STANDARD OF REVIEW Questions of law and summary judgment orders are reviewed de novo.
Constitutional challenges to retroactive tax legislation are reviewed
under the rational-basis standard for due process; statutory
constitutionality is presumed and the challenger bears the burden of
proof.

PRECEDENTIAL VALUE Published Washington Supreme Court opinion; precedential.

PARTIES Department of Revenue, Estate of Macbride v. Estate of Hambleton,
Department of Revenue



TOPICS

tax trusts constitutional law statutory interpretation administrative law

PRACTICE AREAS

estate and transfer taxation trusts constitutional law administrative law statutory interpretation

QUESTIONS PRESENTED

1. Whether the legislature's retroactive amendment of the Estate and Transfer Tax Act violated separation
of powers.

2. Whether retroactive application of the amendments violated federal or state due process protections.

3. Whether the amendments impaired contractual obligations under the federal or state Contracts Clauses.

4. Whether the amendments violated article VII, section 1 of the Washington Constitution's tax-uniformity
requirement.

5. Whether equitable or collateral estoppel barred the Department of Revenue from applying the
amendments.

6. Whether the statute of limitations barred the Department's assessment against the Hambleton estate.

7. Whether the Hambleton superior court judgment was final and no longer subject to appeal when the
amendments became effective.

HOLDINGS

1. The legislature did not violate separation of powers by retroactively amending the Estate and Transfer
Tax Act to broaden the definition of transfer and include QTIP property in the Washington taxable estate,
because the amendment did not affect a final judgment, reopen a case, dictate factual findings, or
interfere with a judicial function.

2. Retroactive application of the 2013 amendments did not violate due process because the amendments
served legitimate legislative purposes and the period of retroactivity was rationally related to those
purposes.

3. The 2013 amendments did not unconstitutionally impair contractual obligations because they did not
substantially impair the QTIP trusts and were reasonably necessary to serve the State's legitimate fiscal
and educational interests.

4. The 2013 amendments did not violate article VII, section 1 because the Washington estate tax is an
excise or transfer tax, not a property tax subject to the constitutional uniformity requirement.

5. Equitable estoppel did not bar the Department of Revenue from applying the amendments to the
Macbride estate because the estate failed to prove reliance on the Department's position. Collateral
estoppel also did not apply because the statutory amendment constituted an intervening change in the
applicable legal context.

6. The statute of limitations did not bar the assessment against the Hambleton estate because the
Department issued the assessment within the four-year period prescribed by RCW 83.100.095(3).



7. The Hambleton superior court's summary judgment order was not a final judgment no longer subject to
appeal when the 2013 amendments became effective, so the amendments applied to the pending appeal.

KEY QUOTATIONS

“Retroactive legislation that interferes with vested rights established by judicial rulings interferes with a
judicial function or results in manifest injustice or threatens the independence, integrity, or prerogatives of the
judicial branch may violate separation of powers.” (181 Wn. 2d at 820)

“Provided that the retroactive application of a statute is supported by a legitimate legislative purpose
furthered by rational means, judgments about the wisdom of such legislation remain within the exclusive
province of the legislative and executive branches.” (181 Wn. 2d at 823-24)

“Tax legislation is not a promise, and a tax payer has no vested right in the Internal Revenue Code.” (181
Wn. 2d at 829)

“An estate tax is an excise tax because the tax is “not levied on the property of which an estate is composed.
Rather it is imposed upon the shifting of economic benefits and the privilege of transmitting or receiving such
benefits.”” (181 Wn. 2d at 832)

FACTUAL BACKGROUND

Floyd Hambleton died in 2005, before Washington's stand-alone estate tax became effective, and his estate made
a federal QTIP election for a trust benefiting his wife, Helen. Helen died in 2006, and the Department of
Revenue assessed additional tax after disallowing the estate's exclusion of the QTIP property from the
Washington taxable estate. Thomas Macbride died in 1999, leaving a QTIP trust for his wife, Jessie, who died in
2007; the Macbride estate paid tax on the QTIP property under protest and sought a refund. The 2013
amendments expressly included specified QTIP property in the Washington taxable estate and applied
retroactively to estates of decedents dying on or after May 17, 2005.

PROCEDURAL HISTORY

In Hambleton, the superior court granted summary judgment to the estate after the Department of Revenue
disallowed a QTIP deduction; the Department appealed. In Macbride, the superior court granted summary
judgment to the Department and affirmed agency action concerning taxes paid on QTIP assets; the estate
appealed. The Supreme Court consolidated the cases after the legislature enacted the 2013 amendments
retroactively applying Washington estate tax to specified QTIP property.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

Reverse the order granting summary judgment to the Estate of Hambleton and remand for entry of judgment in
accordance with the opinion. Affirm the Macbride orders denying summary judgment to the estate, affirming
agency action, and granting judgment as a matter of law to the Department of Revenue.
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