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Virginia Repeals Estate Tax

The Commonwealth of Virginia will no longer impose a state estate tax,
effective for the estates of decedents who die after July 1, 2007. On August
28, 2006, the General Assembly approved changes made to H.B. 5019 and
S.B. 5019 by Virginia Govemnor Timothy Kaine. The identical bills repealed the
Commonwealth’s estate tax and modified its land conservation tax credit
program.

Currently, Virginia imposes a state estate tax and allows an exemption from state estate tax equal to the fed-
eral estate exemption, which now is $2 million. This change is significant for those individuals living in the
greater Washington, DC metropolitan area because both DC and Maryland will continue to impose state
estate tax and both DC and Maryland allow an exemption from state estate tax of only $1 million. This
increases the cost of making DC or Maryland your domicile or owning real estate and tangible personal
property located in those two jurisdictions, since DC and Maryland have the right to impose estate tax on
those assets regardless of the owner’s domicile.

The estate tax savings for Virginia residents is substantial. The top marginal rate of state estate tax is 16% on
estates of over $10 million. Because the state estate tax is deductible in computing federal estate tax, the
top marginal effective rate of state death tax in 2007 is 8.8%. In 2007, the top combined federal and state
estate tax rate for Maryland and DC residents will be 53.8% and the top rate for Virginia residents dying after
July 1, 2007 will be 45%.

For example, on an estate of $100 million, the additional cost of dying domiciled in DC or Maryland is about
$8.8 million. Savings for smalller estates, though not as large, may still be significant.
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For further information, please contact:

Ellen K. Harrison ®'
Washington, DC
+1.202.663.8316
ellen.harrison@pillsburylaw.com

Richard S. Franklin ®
Washington, DC
+1.202.663.8502
richard.franklin@pillsburylaw.com

This material is not intended to constitute a complete analysis of all tax considerations. Internal Revenue Service regulations
generally provide that, for the purpose of avoiding United States federal tax penalties, a taxpayer may rely only on formal written
opinions meeting specific regulatory requirements. This material does not meet those requirements. Accordingly, this material was
not intended or written to be used, and a taxpayer cannot use it, for the purpose of avoiding United States federal or other tax
penalties or of promoting, marketing or recommending to another party any tax-related matters.

This publication is issued periodically to keep Pillsbury Winthrop Shaw Pittman LLP clients and other interested parties
informed of current legal developments that may affect or otherwise be of interest to them. The comments contained herein
do not constitute legal opinion and should not be regarded as a substitute for legal advice.

© 2006 Pillsbury Winthrop Shaw Pittman LLP. All Rights Reserved.
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