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% __ BILL HG. 2207

INTBOTUCED B 2 _QZ@(/_,‘&A.M_
g sneen : 3247(_

A BILL FOR AN ACT ENTITLED: "AN ACT TO BREVISE INEFRITANCE
LASS 1O ALLCW AGRICUITURAL LAND TEAUSFERRED 1IC FANILY
WPMBERS TO BE VALUEL AT PFROTOCTIVE CAPACITY, FROVIDING
CERTAIN CONDITIONS ARF MET; AMERDING SECTION 914407, R.C.M,

1947, %

BE IT BNACTECL BY TPEE LEGISLATURE OF THE STAIE COF BONKTANA:
Section 1. Section 91-4807, B.C.M. 1947, is axended tc
read as follows:

"91-4407. Tax cn clear market value — excepticps --

deductions. The tax so iaposed shald—be is upon; {1} the.

clear market value of euwek prcperty, except as_prcvided ip

suobsection _{2), passing by any such transfer toc each

person, institution, asscciation, <corporation, <¢r bedy

politic, at the rates as__proyided _ip__91-UU09 bhescinafier
presoribed—and—enly upon the excess of thé exemption
hereinafter granted tc suehk the person, instituticn,
association, corporation, or bedy peliticy, amd—d® ID
determining the clear patket valve of the rproperty <€
passing by any such transfer tbe follcwing deductions, and
no other shall be alloweds:

{a} debts of the decedent cwipg at the date of deathy;
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{b)} expenses of fumeral and last illnessyj;

Jc) all dontana state, coumty, sunicipal, and federal
tazes, including all penalties and interest therecn, owing
by decedent at the date of deathy;

{d) the ordinary expenses of administration, including
the coamissions and fees of €xecutors amd adminmistrators and
their attcrneys actually allowed and paid, including
attorneys* feesyj;

fe)l filing fees, necessary expenses, and closing costs
incident to proceedings to tersinate joimt tenancies,
terairaticn of life estates, and transfers in contemgplatica
cf deathw; and

{f} any and all other proceedings instituted fcr the
determination of inheritance taxy and federal estate tazxes
due or paide;

{2} _the productive capacity cf _agqricultural land
meeting the_gualifications of [ section 2 of this act],"

* sSection 2. Eligibility for valuatien at productive

capacity -~- election and agreeasent. To be valued at
rroductive capacity for inheritance tax Furposes,
agricultural land sust meet the following gqualificaticns:

(1) be devoted to agricultural use at the time o©of the
decedent?s death;

{2) be transferred to a qualified heir or heirs;

{3) have been devoted tc agricultural wuse, with the
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material participaticn of the decedent or a mesber of the
decedent's imrediate family during at least 5 of the 8§ years
preceding the decedent's death; and

(#) constitute at least 25% of the market value cf the
decedent?s estate after the deductiors allcwed in 91-4807,

Section 3. PDefiritions. As used in this act, the
following definitions apply:

{1) Tmagricultural land® meaDs land meeting the
gualifications of 84-437.21.

{2} *"Agricultural use™ means the uses described in
84-437.21.

{3} "Qualified agricultural 3land” means land meeting
the gqualificaticns imposed in [ section 2 of this act].

{4) "Qualified heir®™ seans the decedent's spouse,
brecther or sister, lineal issue, or any child adopted in
conformity with the law cr for whom the decedent stocd in
the mutually acknowledged relatior of parent for at least 10
years before the decedent's death, begirnming befcre or at
the child's 15th birtkhkday.

{5) "lecedent's immediate family™ weans the decedent's
spouse, brother or sister, lineal issue, or adopted child.

{6} ™Adjusted tax difference™ meabs the difference
betveen the taxz on the tramnsfer of the agricultoral land if
it had been valued at market value and the tax actually paid

by the heir oo the gqualified agricultural 1land transferred
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to his, as calculated by the method provided ir [ secticn 5
cf this act]}.

{7) “Naterial participatiocn™ seans active invclvesent
in the wmanagesent and cultivation of the lapd and excludes
leasing of the land.

Secticn 4. Procedure for £ilimg electico for walcaticn
at productive capacitry. An heir, or &his rersonal
representative if the heir fs a minor, whe elects tc aprly
for walwmation at productive capacity skall file witk the
department of revenue when he files the infecrsation required
in 91-84¢6€:

(1} notice of his electicn on fores as prescribed by
the departaent;

{2) a written statement in a form prescribed by the
departeent agreeing to personal liability for additicaal
taxes under the conditions of [section 7 of this act] and a
special lien on the gqualified agricultural land as required
in [section 9 of this act];

{3} a statesent of the sarket value of the gualified
agricultural land on the date of the decedent'’s death;

{4) a calculation of the adjusted tax difference
resalting from valuation at productive capacity.

Section S5S. Determinaticn of adjusted tax difference.
The adjusted tax difference on the transfer of qualified

agricultural lanrd is calculated as follcws:

"
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(1) The tax om the market value of the gualified
agricultural land is determined as if the agricultural 1and
constituted an heir's entire distributive share.

{2) The tax on the value at productive capacity of the
qualified agricultural land is determined as if the
agricultural land constituted an heir's entire distritutive
share.

(3) The difference between (1) and {2). is the adjusted
tax differemce on the transfer of gualified agricultural
land.

Section 6. HMethod of wvaluing gqualified agricultural
land. The value of gualified agricultural 1land for
inheritance tax purposes is its assessed vwalue as shown on
the county assessor's rolls.

Section 7. Impositicn of additiomal tax. {1) The
heir tc agricultural land valued at productive capacity for
inheritance tax purpcses shall be liable to the departaent
for part or all of the adjusted tax differeace whern the
agricultural land ceases to be gualified as a result of cne
or more of the following cccurrences:

(a) During the 8 years after the decedent's death,
there are periods totaling 3 years ¢r more in which there is
no material participation by the qualified heir, his
immediate family, or wmembers of the decedent's iszediate

family.
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{b} ®ithin 15 years after the Jdecedent's death, the
gualified heir disposes of any inteérest in the gqualified
real property, other than by a dispositior to a memker of
his immediate family.

{c} Withip 15 years after the decedent's death, the
gualified agricultural 1land ceases tc be devcted te
agricultural use as defined in B4-437.2,

(2) The additiomal tax is due vithim 6 months of the
date on which the land ceases to be gqualified.

{3) The 1liability for additional taxes is cancelled at
the death of the gualified heir.

Section 8. Additiocnal tax on partial dispositice cr
cessation of agricltural use.

(1) If an heir disposes of a portion of his interest
in gualified agricultural land or a portion of the qualified
land ceases to be devoted to agricaltural use, the heir 1is
liable for a portion of the adjusted tax difference.

{2) The amount dJdue is the precentage of the adjusted
tax difference that the value of the land that is nc 1lcnger
gualified bears to the value of the gualified agricultural
land originally contained in the heir's distributive share.
The assessed value of the lapd, contained in the county
assesscr's rolls, shall ke used in this calculation.

{3} The additionmal tax is due within 6 sonths of the

date cof disposition or cessatien of agricultural use cf the

-6
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land.

{(4) The amount of the lierm against the gualified land
shall be reduced by the amount of additional tax paid.

Section 9. Special lien on gualified agricultural
land. A lien for the aaocunt of the adjusted tax differesce
shall ke imposed om an heirt*s gqualified agricaltural 1land
for 15 years after the death of the decedent or until the
entire amount of the adjusted tax difference has been paid
as provided in {section 7 of this act].

~End-
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STATE OF MONTANA ‘
REQUEST NO. _ 9977

Form BD-15J

FISCAL NOTE

‘In compliance with a written request received January 19 ,19 77 there is hereby submitted a Fiscal Note

for House Bill 207 pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly.

Background information used in develdping this Fiscal Note is available from the Office of Budget and Program Planning, to members
of the Legislature upon request,

DESCRIPTION OF PROPOSED LEGISLATION

This bill revises inheritance laws to allow agricultural land transferred to family members
to be valued at productive capacity, providing certain conditions are met.

ASSUMPTIONS

There is no data available on the amount of agricultural land taxed under the current
inheritance tax law. Also there is no way to anticipate how many individuals would be
eligible to utilize the change contemplated by this bill. Therefore, the fiscal impact
is impossible to estimate. ‘ '

PREPARED BY DEPARTMENT OF REVENUE

Rl D f o - %+
BUDGET DIRECTOR /

Office of Budget and Program Planning
Date: =) = =27 . -’
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poproved by Committee
on Taxation
HOUSE BILL NO. 207
INTRODUCED BY BRADLEYs NATHEe LIENs

SJUTHy DASSINGERy VINCENT» ROBBINSy FABREGA

A BILL FOR AN ACT ENTITLED: ™AN ACT TO REVISE INJERITANCE
LAWMS T2 ALLOW AGAICULTURAL LAND TRANSFERRED T2 FAMILY
MEMBELS TO BE VALUED AT PRODUCTIVE CAPACITYe PROVIDRING
CERTALN CONDITIONS ARE MET; AMENDING SECTION 91-440Ts ReCaMe

1947.%

B IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section le Section 91-4407+ ReCaM. 1947y is amended to
read as follows:

"31-4407. Tax on clear market value —- exceptjons —=
deductionse The tax so imposed shat¥-be is wupon: (1] the
clear market value of swmeh propertys except 35 proyvided in
subsection _(2}sy passino by any such transfer to each
persons iastitutions associations -corporation: or body
politicy at the rates as _provided in 91-%409 hereinafter
prescribed—-and-—ondy upon the excess of the exemotion
hereinafter granted to aweh 1ine persony institutiony
associations corporations or body politicva end--in 1In
detarmnining the clear market value of the opronerty so
passiag by any such transter the following deductionss and

no otner shall be alloweds:
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L4} debts of the decedent owing at the date of deathv:
’ {b) expenses of funeral anu last ilinessy}

{c) all Montana states countys municipals and federal
taxess including all penalties and interest thereons owing
by decedent at the date of deathw;

Lgl the ordinary expenses of administrations including
the commissions and fees of executors and administrators and
their attorneys actually allowed and Tpaids including
attorneys® feesyj

1e} filing feess necessary expensess and closing costs
incident to proceedinas to terminate joint tenanciess
termination of life estatess and transfers in contemplation
of deathyi and

{f) any and all other proceedings instituted for the
determination of inheritance taxy and federal estate taxes
due or paidwj

2) _thne  productive capacity of agricultural _jand
meetiag the quajifications of [section 2 of this actja."™

Section 2. Eligibility for wvaluation at productive
capacity -- election ana aareement. To be wvalued at
productive capacity for inher itance tax PUTpOSEeSy
agricultural land must meet the following cuatifications:

{1} be devoted to agricultural use at the time of the
decedznt's death;

{(2) be transferred to a qualified heir or heirs;

—Z- HB 207
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(2) have been devoted to aaricultural usey with the
material participation of the decedent or a member of the
agecedent®s immediate family during at least 5 of tne 3 vyears
preceding the decedent®s death; and

{4} <constitute at least 25% ot the market value of the
decedent?s estate after the deductions allowed in 91-4407.

Section 3« Definitionse. As used in this acte the
following definitions apply:

{1} ™“Agricultural 1and» means land meeting the
qualitications of 84-437.21a

{2) “Agricultural use® means the uses described in
B4—437.21e

(3) “Qualified agricultural 1and” means land meeting
the qualifications imposed in [section 2 of this act]e

{4) "Qualified heir® means the decedent’s spouses
brother or sisters lineal issues or any child adopted in
conformity with the low or for whom the decedent stood ‘in
the mutually acknowledged relation of parent for at least 10
years before the decedent's deathy beginning before or at
the caild®*s 15th birtndaye

(o) “Decedent®s immediate family"™ means the decedent®'s
spousay brother or sisters lineal issues or adopted childa

{(6) "Adjusted tax difference® means the difference
betwezn the tax on tne transfer of the agricultural land if

it had been valued at market value and the tax actually paid

-3- H3 zo7
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by the neir on the gualitied agricultural land transferred
to hims as calculated by the method provided in [section §
of this actle

{7} ™materjal participation” means active involvement
in tne management and cultivation of the land and excludes
12asing of the lande

Section 4« Procedure for filing election for valuation
at productive capacitye An heirs or his personal
representative if the heir is a minory who elects to apply
tor wvaluation at productive capacity shall file with the
department of revenue when he files the information required
in 91-4468:

{1) notice of his election on forms as prescribed by
the department;

(2} @ written statement in a form prescribed by the
department agreeing to 'personai liabitity for additional
taxes under the conditions of [section 7 of this act] and a
special lien on the gualified agricultural land as required
in [sz2ction 9 of this act];

{3) a statement of the market value of the qualified
agricuitural land on the date of the decedent®s d=zath;

{+} a calculation of the adjusted tax difference
r2sulting from valuation at productive capacitye.

section Se Jetermination of adjusted tax difterence.

Tne adjusted tax difference on the transfer of aqualified

—4— H& 207
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agricultural land is calculated as follows:

{L) The tax on the market value of the aualified
agyricultural land is determined as if the agricultural Jland
constituted an heir®'s entire distributive share.

{2) The tax on the value at productive capacity of the
qualifiead agricultural land 1is determined as if the
agricultural land constituted an heir*s entire distributive
sharee

{3) The difference between (1) and (2} is the adjusted
tax difference on the transfer of qualified agricultural
lande.

Section 6e Method of waluing qualified agricultural
lande The value of qualified agricultural land for
inheritance tax purposes is its assessed value as shown on
the county assessor's rolls.

section 7« Imposition of additional taxe {L) The
heir to agricultural land valued at productive capacity for
inheritiance tax purposes shall be liable to the department
for onart or all of the adjusted tax difference when the
agricultural land ceases to be qualified as a result of one
or more of the folliowina occurrences:

fa} During the 8 vyears after the decedent®'s deaths
there zre periods totaling 3 years or more in which tnhere is
no material participation by the qualifiad neirs nis

imrediate Ffamilyy or mempers of the decedent's immediate
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tamilye

(D) MWithin 1% years after the decedent's deaths the
qualified neir disposes of any interest in the qualified
real propertys other than by a dispesition to a member of
nis iumediate familya

{c) Hithin 15 years after the decedent's deaths the
qualified agricultural land ceases to be devoted to
agricultural use as defined in 84-437.2.

(2} The additional tax is due within 6 months of the
date on whith the land ceases to be qualified.

(3) The liability for additional taxes is cancelled at
the death of the qualified heir.

Section 8, Additional tax on partial disposition or
cessation of agricltural use.

{1} If an heir disposes of a portion of his interest
in gualified agricultural land or a portion of the gualified
Yand caases to be devoted to agricultural uses the heir s
Yiable for a portion of the adjusted tax difference.

{«<}¥ The amount due is the precentag= of the adjusted
tax difference that the value of the land that is no longer
qualifiaa bears to the value of the qualified agricultural
Tand oricinally contained in the heir's distributive sharees
The iassessed wvalue of the landy contained in the county
assessor?'s rollsy shall be used in this calculatione.

{*Y The additional tax is due within 6 months s5f the

e H3 207
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date of disposition or cessation of agricultural use of the
landa.

(4) Tne amount of the lien against the qualified Jand
snall be reduced by the amount of additional tax peide

section Ye Special lien on qualified agricultural
Tande A Iy ADQITION T IHS LIEN IMPOSED IN 21A-3-1010 AND
91-%4415s A lien for the amount of the adjusted tax
difference shall be imposed on an hair's qualified
agriculturat land for 15 vyears after the death of the
decedent or until the entire amount of the adjusted tax
difference has been paid as preovided in [section 7 of this
act J-

-End-

-7- HB 207
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HOUSE BILL NOe. 207
INTRODUCED BY BRADLEYs NATHEs LIENSs

SIUTHs DASSINGERs VINCENTs ROBBINS. FABREGA

A BILL FOR AN ACT ENTITLED: "AN ACT TO REVISE INHERITANCE
LAMS T3 ALLOW AGRICULTURAL LAND TRANSFERRED TO FAMILY
MEMBERS TO BE VALUED AT PRODUCTIVE CAPACITY, PROVIDING
CERTAIN CONDITIONS ARE MET; AMENDING SECTION 91-4407s ReCoMe

194Te"

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section la Section 91-440Ts ReCeMe 1947+ is amended to
read as follows:

#91-4407s Tax on clear market value -- exceptiogns —=
deductionse The tax so imposed shatd-be js upon: [l) the
clear market value of sueh propertys except as provided in
subsection {2)s passino by any such transfer to each
persone institutions associations corporations or body
politice at the rates as _proyvided in_ 21-4409 heretnafter
preseribed--and-—onty upon the excess of the exemption
hereinafter granted +to asweh 1iDe persony tnstitution,
associations corporationa or body politicye end-—+n lo
determining the clear market value of the property seo
passing by any such transfer the following deductionss and

no otner shall be allowed$:
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{a) debts of the decedent owing at the date of deathv:
‘th expenses of funeral and last illnessvi
{€) all Montana states countys municipals and federal
taxessy including all penalties and interest thereons owing
by decedent at the date of deathvi
(g} the ordinary expenses of administrations including
the commissions and fees of executors and administrators and
their attorneys actually allowed and paids inctuding
attorneys® feesvyi
[e) filing feesy necessary expensess and closing costs
incident to proceedinas to terminate joint tenanciess
termination of life estatess and transfers in contemplation
of deathyi and
(£l any and all other proceedings instituted for the
determination of inheritance taxy and federal estate taxes
due or paidwi
(2}__the  productive capacity of agricultural iand
megeting the qualifications of [section 2 of this actje™
Section 2. Eligibility for wvaluation at productive
capacity -~- election and adgreement. To be valued at
productive capacity for inheritance tax puUrposess
agricultural land must meet the following qualifications:
(L) be devoted to agricultural use at the time of the
decedent®s death;

(2) be transferred to a qualified heir or heirs;

—2— HB 207
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(3) have been devoted to agricultural wusev with the
material participation of the decedent or 3 member of the
decedent®s immediate family during at least 5 of the 38 years
preceding the decedent®s death; and

(4) constitute at least 25% of the market value of the
decedent®s estate after the deductions allowed in 91-4407.

Section 3« Definitions. As used in this acte the
following definitions apply:

(1) ®agricultural Tand™ means land meeting the
qualifications of 84-43T7.21.

{2) “Agricultural use™ means the wuses described in
84—43Telle

{3) ®Qualified agricultural Jland™ means land meeting
the qualifications imposed in [section 2 of this actje

{4} *ualified h=zir¥ means the decedent's spouses
brother or sistery tlineal issues or any child adopted in
conformity with the law or for whom the decedent stood in
the mutually acknowiedged relation of parent for at least 10
years before the decedent's deaths beginning before or at
tne child®s 15th birtndaya

{5) “Decedent®s immediate family" means the decedent®'s
spousiy bDrother or sisters lineal issues or adopted childe

(6) ™“Adjusted tax difference® means the difference
betwean the tax on the transfer of the agricultural land if

it had been valued at market value and the tax actuaily paid

—3= HB 207

10

11

12

13

14

15

le

17

1a

19

21
22

23

Ht 0z207/02

by the peir on tine qualified agricultural land transferred
to hime as calculated by the methed provided in {section 5
of this act].

‘ {7} “Material participation® means active involvement
in tne management and cultivation of the land and excludes
lzasing of the lande

Section 4« Procedure for filing election for valuation
at preductive capacitye An heirs or his personal
rapresentative if the heir is a minore who elects to apply
tfor valuation at productive capacity shall file with the
department of revenue when he files the information required
in 91-4468:

{1) notice of his election on forms as gprescribed by
the department;

{é) a written statement in a form prescribed by the
department agreeing to personal Jliability for additional
taxes wunder the conditions of [section T of this act] and a
special lien on the gqualified agricultural land as required
in [saction 9 of this act];

(3} a statement of the market value of the qualified
agricultural land on the date of the decedent®s death;

{4) a calculation of the adjusted tax difference
rasulting from valuation at productive capacitys

Section S5« Determination of adjusted tax difference.

Tne adjusted tax difference on the transfer of qualified

4 HB 207
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agricultural land is calculated as follows:

(i) The tax on the narket value of the aualified
agricultural land is determined as if the agricultural Jand
constituted an heirt*s entire distributive share.

{2) The tax on the wvatue at productive capacity of the
qualified agricul tural Tand is determined as if the
agricultural land constitutea an heir's entire distributive
snare.

(3) The difference between {l) and (2) is the adjusted
tax difference on the transfer of qualified agricultural
landae

Section 6e Method of valuing qualified agricultural
lande The value of qualified agricultural 1land for
inheritance tax purposes is its assessed value as shown on
the county assessor's rolls.

section Te Imposition of additional taxe (1) The
feir to agricultural land valued at productive capacity for
inheritance tax purposes shall be liable to the department
for »nart or all of the adjusted tax difference when the
aqricultural land ceases to be gualified as a result of one
or more of the followina occurrences:

(2} During ¢the 8 vyears after the decedent®'s deaths
there zre periods totaling 3 years or more in which there is
no miterial participation o0y the qualified neiry nis

immediate familye or members of the decedent®s immediate
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tamilye.

/{D) Within 15 years after the decedent's deaths the
qualified heir disposes of any interest in the qualified
real propertys other than by a disposition to a member of
nis inmediate familya

(c) MWithin 15 vyears after the decedent's deaths the
qualitied agricultural 1land ceases to be devoted to
agricultural use as defined in 84-437.2.

{2} The additional tax is due witinin 6 months of the
date on which the land ceases to be qualified.

{3) The liability for additional taxes is cancelled at
the death of the qualified heir.

Section 8. Additional tax on partial disposition or
cessation of agricltural usees

(1) If an heir disposes of a portion of his interest
in qualified agricultural land or a portion of the gualified
Yand ceases to be devoted to agricultural uses the heir is
liadle for a portion of the adjusted tax difference.

[2} The amount due is the precentage of the adjusted
tax difference that the value of the land that is no Yonger
qualified bears to the value of the qualified aaricultural
land originally contained in the heir®s distributive shares
ihe 3ssessed wvalue of the 1lands contained in the county
assessor's rollss shall be used in this calculation.

(3} The additinnal tax is due within 6 months of the

—-fy— H8 207
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date of disposition or cessation of agricultural use of the
1ande

(4) The amount of the lien against the gualified 3Yand
shall be reduced by the amount of additional tax paide

Sectien 9. Special lien Von qualified agricultural
Tande A IN_ADDITION TO THE LIEN IMPOSED AN 91A-3-101C AND
S1—%415s A lien for the amount of +the adjusted tax
difference shall be imposed on an heir®s qualified
agricultural land for 15 years after the death of the
decedent or until the entire amount of the adjusted tax
difference has been paid as provided in [section 7 of this
act Je

—End—
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