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Purpose: WAC 458-50-160 explains the distinction between intangible personal property and the characteristics or
attributes of property, both real and personal. Intangible personal property is exempt from property taxation per RCW
84.36.070. However, some characteristics or attributes of property, even though intangible, may be considered in
establishing the taxable value of tangible property.

This rule has been revised to clarify that the intangible personal property tax exemption provided by RCW 84.36.070 only
applies to intangible personal property and not to attributes of property like location, view, zoning regulations, office
organization, trained workforce, etc. These "attributes” of property can be considered by the appraiser in determining the fair
market value of taxable property.
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This rule was adopted October 5, 2016 and becomes effective November 5, 2016. It may be used to determine tax liability
on and after the effective date, until the codified version is available from the code reviser's office.

AMENDATORY SECTION (Amending WSR 06-24-043, filed 11/30/06, effective
12/31/06)

WAC 458-50-160 Exempt intangible property distinguished from
other intangibles. (1) Distinction between property, and characteris-
tics or attributes of property. The statute (RCW 84.36.070) draws a
distinction between intangible personal property and the characteris-
tics or attributes of property, both real and personal. Intangible
personal property is exempt from property taxation. However, some
characteristics or attributes of property, even though intangible, may
be considered in establishing the taxable value of tangible property.

(2) What intangible personal property is exempt? The listings of
examples of intangible personal property contained in RCW 84.36.070(2)
must be consulted, but those listings can be summarized as follows:

(a) Financial intangible property, such as moneys, credits, and
publicly issued bonds and warrants, and the bonds, stocks, or shares
of private corporations;

(b) Private personal service contracts and athletic or sports
franchises, or sports agreements that do not pertain to the use or
possession or any interest in tangible personal or real property; and

(c) Miscellaneous types of intangible personal property, such as
trademarks, trade names, brand names, patents, copyrights, trade se-
crets, franchise agreements, licenses, permits, core deposits of fi-
nancial institutions, noncompete agreements, customer lists, patient
lists, favorable contracts, favorable financing agreements, reputa-
tion, exceptional management, prestige, good name, integrity of a
bu5|ness and other similar types of intangible personal property.

(3) ldentifying exempt intangible personal property. ((dntangible

ee+ng
pFepeFty—)) The market value of separate |tems of |ntang|ble personal
property should not be identified or characterized solely using resid-
ual accounting methods, or other indirect techniques, such as isolat-
ing "excess earnings,'” from a total business valuation. Market value
of exempt intangible personal property should be verifiable, to the
extent possible, in an openly traded market where the value of compa-
rable intangible properties can be observed and considered. Intangible
assets that are separately i1dentified and valued in reports filed with
any state or federal regulatory agency, may be considered when identi-
fying and valuing intangible personal property of the types listed in
subsection (2)(c) of this section.

(4) What intangible characteristics, attributes or other factors
affect value and may be considered? Nonproperty intangible character-
istics or attributes are elements or components of value associated
with a real or tangible asset. These characteristics or attributes are
"intangible™ but they are not "property” and therefore are not tax ex-
empt intangible personal property. They are contingent and dependent
upon other property and cannot be owned, used, transferred, or held
separately from other property. To the extent that these characteris-
tics, attributes, or other factors contribute to, or affect, the value
of property, they must be appropriately considered when determining
taxable value. They include the following types:

(a) Zoning, location, view, geographic features, easements, cove-
nants, proximity to raw materials, condition of surrounding property,
proximity to markets, or the availability of a skilled work force;
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(b) Grants of licenses, permits, and franchises by a government
agency that affect the use of the property being valued; and

(c) Other characteristics of property, such as scarcity, unique-
ness, adaptability, or utility as an integrated unit.
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