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On motion rules suspended. 
Bill referred to second 
reading for consideration 
this day. 

Second reading, amendments 
adopted. 

On motion rules suspended. 
Bill placed on Calendar for 
third reading this day. 

Third reading, amendments 
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Sent to enrolling. 

Reported correctly enrolled. 
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INTRODUCED 

A Bill FOR A~ ACT ENTITLED: •AN ACT TO REVISE THE LAWS 

RtLATING TO THE DETERMINATION AND PAYMENT OF THE MONTANA 

INHERITA~CE TAX; PROVIDING THAT CERTAIN FA~M AND OTHER REAL 

PRUPERTY MAY BE VALUED ON THE BASIS Of ITS USE AT THE TIME 

OF THE OECEOENT"S DEATH; ~ROVIOING AN ELECTION FOR A lS-YEAR 

INSTALLMENT PAYMENT METHOD FOR THE TRANSFER OF CERTAIN FARM 

OR CLOSELY HELO BUSINESS INTERESTS; AMENDING SECTION 

72-16-308 0 HCA; PROVIDING AN IMMEDIATE EFFECTIVE DATE.• 

BE IT ENACTED av THE LEGISLATURE OF THE STATE OF MONTANA! 

~fH SECTION. Section 1. De~initions. As used tn 

[sections 1 through 12]• the folloNinq definitions apply: 

{1) •Adjusted gross value• aeans: 

cal in the case of an estate, the gross value of all 

transfers subject to the tax i~posed by this part• 

determined Nithout regard to [sections through 12]• 

reduced by the amount of unpaid mortgages and indebtedness; 

(bl in the case of real or personal ~ropertyo the 

value of the property for the purposes of this part• 

determined Nithout regard to [sections 1 through 12)• 

reduced by the a•ount of unpaid mortgages and indebtedness. 

121 •Agree~ent" oteans a Nritten aqree•ent signed by 
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1 each person in being Nho has an interest, whether or not he 

2 i5 in possession, In any property designated in such 

3 aqre<?•ent consenting to the application of [section 7] with 

4 respect to such property. 

5 (3) •oepartotent• •eans the depart.ent of revenue. 

(> {4) •Far•" otPans truck farotso ranches. nurseries• 

7 ~anQeso greenhouses, orchards• woodlands, or structu~es used 

8 priotarily for raising agricultural or horticultural 

'l COIIIaOditieSe The ter• Includes stocko dairy anl•also 

10 poultry. fur-bearing aniaalso and fruit. 

11 {S) •Far•ing purposes• .aans: 

12 (a) cultivating the soil or raising or harvesting any 

13 agricultural or horticultural co .. odity including the 

14 raising. shearing, feeding• caring for. trainingo and 

15 aanaging of aniaals on a far•; 

16 {b) handling, drying. packingo grading• or storing on 

11 a far• any agricultural or horticultural co .. odity in its 

11' unmanufactured state• but only if the oNner, tenanto or 

19 operator of the far• regularly produces 110re than one-half 

20 of the com~oJity so treated; or 

21 (c) {i) plantinq, cultivating, caring for, or cutting 

22 tree,.; or 

23 {iii preparingo other than otilling, trees for otarket. 

24 (6) •Internal Revenue Code• oteans the Internal Revenue 

2'i Co~e of 1954• A reference to a specific section of that code 

-2- SB Sc)g 
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is a reference to that section as it eay be labeled or 

a•ended. 

(7) •Involunt~ry conversion• eeans a compulsory or 

involuntary conversion within the eeaninq of saction 103~ of 

the Internal Revenue Code. 

(8) •Material participation• is detereined in a eanner 

sieilar to the eanner used for the purposes of section 

1~0Z{a)(1) of the Internal Revenue Code. 

(9) ~er of the f .. lly• .. anso with ~espect to any 

individual• only the Individual's ancestor or lineal 

descendant• a lineal descendant of a 9randparent of the 

ln4lvidualo the spouse of the Individual, or the spouse of 

any such descendant. For purposes of the precedinq sentence, 

a le9ally adopted child of an individual Is treated as a 

child of the individual by blood. 

{10) •Qualified heir• eeanso with respect to any 

property, a .ember of the decedent's faeily who acquired the 

property or to whoe the property passed fro• the decedent. 

If a qualified heir disposes of any interest in qualified 

real property to any eeeber of his faelly, such .e.Oer shall 

thereafter be treated as the qualified heir with respect to 

such interest. 

(11) •Qualified real property• eeans real property 

located in this state that on the date of the decedent's 

death was beinq used for a qualified use, but only if: 
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(a) 50~ or eore of the adjusted value of the gross 

estate consists of the adjusted value of real or personal 

property that: 

( i) on the date of the decedent• s de-Jth was being used 

for a qualified use; and 

(ii) was acquired froe or passed fro• the decedent to a 

qualified heir of the decedent; 

(b) 25~ or eore of the adjusted value of the gr~ss 

estate consists of the adjusted value of real prop~rty that 

.. ets the require•ents of (a)(ii) and (c) of this 

subsection; 

tcJ during the 8-year period ending on the date of the 

decedent•s death there have been periods aggregating ~ years 

or sore during which: 

C I) the real property was owned by the decedent or " 

eeeber of the decedent's family and used for a qualified 

use; and 

(ii) there WaS .clterial participation by the deced oL 

or a eeeber of the decedent's faaily in the operation of the 

farm or other business; and 

(d) the real property is designated in the agreement 

referred to in [subsection (2) of section 1]. 

(12) (a) •Qualified replace11ent property• 11eans: 

(i) in the case of an involuntary conversion c. 

described in section 1033{a)(1) of the Internal Revenue 

-4-



1 

2 

3 

4 

') 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

lZ 

23 

24 

25 

LC 05b2f0l 

Code, any real property into which the re~l prop.,rt y is 

converted; 

(ii) in the case of an involuntary conversion as 

described in section l033(a)(2) of the Internal Revenue 

Code, any real property purchased by the qualified heir 

during the period specified in section 1033(~)(2)(8) of the 

Into?rnal Revenue Code *'or the purpose of replacing the 

qualified real property. 

(b) "Qualified real property• only includes property 

that is to be used for the qualified use set forth in (a) or 

(b) of subsection (13) of this section under which the 

qualified real property qualified under [section Z]• 

(13 I (a) "Qualified use• .eans devotion to any of the 

following: 

(i) use as a farm for farming purposes; or 

(ii) use in a trade or business other than the trade or 

business of farminq. 

(b) In the case of real property that meets the 

requirements of subsection (1l)(c)o residential buildings 

a11d related improveeents on the r<>al property occupied on a 

reyular basis ay the owner or lessee of the real propPrty or 

by persons employed by the owner or lessee for the purpose 

of operating or maintaininq the real property, and roadso 

bu i 1 d i nqs • and other structures and imrrove11ents 

functionally related to the qualified use shall be treated 
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as real property devoted to the qualified use. 

NEW SECTION. Section 2. Valuation of certain far• 3nd 

real property-- limitation. C1) If the decedent was at the 

time of his death a resident of this state and the personal 

representative elects to have [sections 1 through 12] apply 

and files an aqree~ent with the depart.ent. the value of 

qualified real property for the purposes of the tax imposed 

by this part Is its value for the use under which it 

qualifies under [subsection (111 of section 1] as qualified 

real property. 

(Z) The a~qregate decrease in the value of qualified 

real property taken into account for the purposes of the 

~ntana inheritance tax that results fro. the application of 

tlJ of this section •ay not exceed s5oo.ooo. 

NEW SECTION, Section 3. Election for valuation. An 

election for valuation under [sections 1 through 1Z] aust be 

made within 18 •onths of the date of the decedent•s death 

and ~ust be made in such aanner as the departaent may 

prescribe. 

l:flJL.llf.ILO!i. Section 4. v.1luat ion of far111s. ( 1) 

Exce~t as provided in (2) of this sectiono the value of a 

far• for far•inq purposes is determined by dividing the 

excess of the average annual gross cash rental for 

coMparable land used for farming purposes and located in the 

locality of the farm over the averaqe annual state and local 
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real estate taxes for co~arable land by the averaqe annual 

effective interest rate for all new feder~l land bank loans. 

For purposes of the precedinq sentence, each averaqe annual 

co~putation .ust be eade on the basis of the 5 r.ost recent 

calendar years ending before the date of the decedent's 

death. 

(2) The for.ula in (1) of this section •ay not be 

used: 

(a) if it Is established that there is no coaparable 

la~d fro. which the avera98 annual gross cash rental eay be 

deter•lned; or 

(b) if the personal representative elects to have the 

value of the fare for f~r•ing purposes detereined under 

{section 5]• 

NEW SECTION. Section 5. Valuation of closely held 

business Interests. If {section 4] does not apply, the 

following factors apply in detereining the v~lue of any 

qualified real property: 

(1) The capitalization of inca-a that the property can 

be expected to yield for far•ing or closely held business 

purposes over a reasonable period of tiee under prudent 

.anage~ent using traditional cropping patterns for the area, 

takinq into account soil capacity, terrain configuration, 

and siailar factors; 

121 the capitalization of the fair rental value of the 
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land for fareland or closely held business purposes; 

(3) assessed land values; 

(4) coaparahJp sales of other fare or closely held 

business land in the saee geographical area far enough 

reeoved from a .etropolitan or resort area so that 

nonagricultural use is not a significant factor in the sales 

price; and 

(5t any other factor that fairly values the farm or 

closely held business value of the property. 

NEW SECIIQN. Section 6. Tiae lieitations. (1) 1f 

qualified real property is disposed of or ceases to be used 

for a qualified uset the statutory period for the assessment 

of any additional tax under [section 7] attributable to 

disposition or cessation •ay not expire until 3 years after 

the d~te the departeent Is notified, in a ~nner to be 

prescribed by the departeentt of the 

cessation. 

disposition or 

(2t The additional tax aay be assessed before thP 

expiration of the 3-year period refPrred to in (1) of this 

section, notwithstanding the provisions of any other law or 

rule of law that would otherwise prevent such assessment. 

NEW SECTlONe Section Te Disposition or failure to us<e 

for qualified use. (1) There is hereby imposed an addition~· 

inheritance tax if within 15 years after the decedent•s 

death and before the death of the ~ualified hei< · 
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1 (a) the ~u0lified heir disposes of any interest in 

2 qualified real property other than by a disposition to a 

3 member ~f his family; or 

4 (b) the qualified heir ceases to use for the qualified 

s use the qualified real property which was acquired or passed 

6 from the decedent. 

7 (2) The aeount of additional tax i•posed by (1) of 

~ this section with respect to any interest is the a•ount 

9 equal to the lesser of: 

10 (a) the adjusted tax difference attributable to such 

11 interest; or 

12 (b) the excess of the aaount realized with respect to 

13 the interest or in any case other than a sale or exchanqe at 

14 arn•' s 1 enoth. the fair market value of the interest over the 

15 value of the interest determined under [section 2]• 

16 (3) For the purposes of (2) of this section. the 

l7 adjusted tax difference attributable to an Interest is the 

18 amount that bears the salle ratio to the adjusted tax 

19 difference with respect to the estate as deterMined under 

20 (4) of this section as the excess of the value of such 

21 interest for purposes of the Montana inheritance taxo 

22 determinad without regard to [sections 1 through 121• over 

23 the value of such interest deter•ined under (section 21 

24 bears to a similar excess determined for all qualified real 

25 property. 
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(4) For the purposes of (3) of this section. •adjusted 

tJx difference with respect to the estate• aeans the excess 

of what would have been the tax liability but for (section 

2} over the tax liability. For the purposes of this 

subsection, •tax liability• aeans the tax i•posed by Title 

12, chdpter lbo 

(51 Forth~ purposes of this section. if the qualified 

heir dispose~ of a portion of the interest acquired by or 

passinq to such heir or a predecessor qualified heiro or 

there is a cessation of use of such a portion, the value 

deter•ined under [section 2] taken into account under (2t(b) 

of this section with respect to such portion shall be its 

pro rata share ~f the value of the interest and the adjusted 

tax difference attributable to the interest taken into 

account with respect to the transaction involving the second 

or any succeeding portion shall be reduced by the a.aunt of 

the tax i•posed by this section with respect to all prior 

transactions Involving portions of the interest. 

(6) If the date of the disposition or cessation occurs 

aor2 than 120 •ontns and less than 180 months after the date 

of the death of the decedento the a.ount of the tax !~posed 

by this section shall be reducedo but not below zero. by an 

a.aunt deter•ined by •ultlplying the a•ount of the tax 

deter•in~d without reqard to this subsection. by a fraction 

in which the numerator is the number of full •onths after 

-10- • F 
. ;~..; 

·.; t 
;:.--'"' 

L::- /\ f/ 
.J L.J () 



1 

2 

3 

~ 

~ 

b 

1 

8 

9 

10 

11 

12 

l3 

H 

1~ 

lb 

11 

18 

19 

20 

21 

22 

23 

z-. 
25 

LC O~b2/0l 

the death in excess of 120 and the deno•lnator is bO. 

{7) In the case of an interest acquired fro• or 

passing froe any decedent. If (a) or (b) of subsection (1) 

of this section applies to any portion of an interest. (b) 

ur (a) of subsection (11 of this section• as the case •ay 

be, does not apply with respect to the sa~~ portion of the 

interest. 

(8) The additional tax i•posed by this section is due 

on the day that is b •onths attar the date of the 

disposition or cessation. 

(9) The qualified heir is personally liable for the 

additional tax with respect to his interest unless the heir 

has 

10 ]• 

furnished bond that •eets the require•ents of [section 

NEM SECTioN, Section a. Cessation of qualified use. 

For the purposes of [section 7]• real property ceases to be 

used for the qualified use If: 

(11 the property ceases to be used for the qualified 

use set forth in (section 1] under which the property 

qualified under [section 1]; or 

(21 durinq any period of 8 years endinq after the date 

of the decedent's death and before the date of the death of 

the qualified heir. there had been periods agqreqatlng 3 

years or •ore during which: 

(a) in the case of periods during which the property 
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was held by the decedent, there was no material 

participation by the decedent or any •e•ber of his fa•ily in 

the operation of the far• or other business; and 

(b) in the case of periods during which the property 

was held by any qualified heir, there was no material 

participation by such qualified heir or any member of his 

fa•ily in the operation of the far• or other business. 

NEM SECTION, Section 9. Property acquired from 

decedent. Property is considered to have been acquired from 

the decedent if the property: 

{1) is so considered under section 1Dl~(b) of the 

Internal Revenue Code; 

(2) is acquired by any 

satisfaction of the right 

request; or 

person from the estate in 

of such person to a pecuniary 

(3) is acquired by any person from a trust in 

satisfaction of a right, which such person has by reason of 

the death of the decedento to receive from ~he trust a 

specific dollar a•ount that is the equivalent of a pecuniary 

request. 

NEW SECTIQN. Section 10. Bond in lieu of personal 

liability. (1) If the qualified heir makes written 

application to the depart.ant for the determination of th~ 

ddditional tax that may be imposed by (section 7] witn 

r"spect to the qualified hei r•s interest• the deo<"-•·oent 

-12-
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ooust, dS soon ~.5 ,ossible and in any event within yea,. 

after the makin~ of the application• notify th~ hai,. of thd 

mo?txi•nu;r, amount. 

(2) The qualified hel,., on fu,.nishin~ a bond in such 

amount and for such periorl as may b~ rnquired• is discharg"d 

from p~rsonal 1 i~bility fo,. any adrlitio~al tax imposed by 

[section 7] .,no is entitl<'rl to a ,.eceipt or "riting showinc; 

such discharye. 

~~~ Section 11. Application to interests in 

partnerships, co,.porations. and trusts. The de~art~cnt shall 

p,.escriba regulations setting forth the ap~lic~tion of 

[s2ctions 1 throu9h 12] in the case of an inte,.est in a 

partnership, corpo,.ation. or t,.ust thato with respect to th~ 

decedent, is 1n inte,.est in a closely held business withir 

th3 weaning of [section 15}. 

~EW 5ELT10Na Section 12. lnvoluntdry conversion of 

qualified real p,.ope,.ty. (l) If there is an invclunt3ry 

conve,.sion of an inte,.est in qualified redl property ~nd the 

qualified hEi,. llldkes an election under this section, no t.lx 

is im~osed by [section 7) on the conversinn if ~hu cost of 

the qualifi~d replace•ent property equals or ~XCPed~ th~ 

<>:nount realized on thE. co.,vers I on. 

(2) If (1) of this section does not apply, the tax 

i·'T''""'~1 :Jy [sect:ion 7]• wi~t-. ,.eS;><'Ct to <~ny involunt .. ry 

conversion., is the amount of tax that, ~ut for this 
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subsection, would have been iaposed on the conversion 

reduced by an aaount that bea .. s the sa•e .. atio to such tax 

as the cost of the qualified ,.eplaceaent property bears to 

the aaount ,.ealized on the conversion. 

( 3) (a) For the purposes of {section 7]• any quallfi~d 

replaceaent property shall be treated in t~e s~~e aanner as 

if it were ~ portion of the lnte,.est In qualified real 

property that was involuntarily converted, except that with 

respect to such qualified replace .. nt property: 

(i) t~ 15-year period under [section 7] shall be 

extended by any periodo beyond the 2-year pe,.iod referred to 

in section l033(a)(2)(8)(1) of the Internal Revenue Codeo 

duri09 which the qualified hei,. was alloved to replace the 

qualified real property; and 

(ii) the phaseout pe,.iod under [subsection (6) of 

section 7] shall be appropriately adjusted to take into 

account the extension referred to in (a)(i) of this section. 

{b) Any tax iaposed by [section T] on the Involuntary 

conve,.sion shall be treated as a tax laposed on a partial 

disposition. The provisions of [section 8] shall be applied 

by not takiny into account periods after the involuntary 

conv~rsion and before the acquisition of the qualified 

,.eplacement p,.ope,.ty and by t,.eatlng •aterial participation 

with respect to the converted property as 111aterial 

pa,.t i c i pat ion with respect to the qual if I ed repl ace,.ent 

-lit- 5 ~~~ ' ._./ 
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propert:y. 

(It) The rules of the last sentence of section 

1033(a)(2)(8) of the lnt:ernal Revenue Code apply for th~ 

purposes of [subsection (12)(a)(ii) of section 1)• 

(5) An elect:lon under this section eay be Made at: such 

time and in such aanner as prescribed by the departeent. 

NEW SECTION. Section 13. Definitions. As US<'d in 

{sections 13 through ZT]• the following definitions apply: 

(1) •Adjusted gross estate• means the clear ~arket 

va~ue of the property passing by reason of a decedent•s 

death deterained under Title 72, chapter 16. Tne sue eust be 

deter•lned on the basis of the facts and circuestances in 

existence on the date on which the tax iaposed by Title 12, 

chapter 16• is deter•ined• but in no event lat:er than a dat:e 

18 .anths aft:er the date of t:he deat:h of t:he decedent. 

(2) •closely held business a.aunt:• ~ans t:he value of 

t:he interest In a closely held business 1:ha1: qualifi~s under 

[sub$ection (1) of section lit]• 

(3) •!nt:ernal Revenue Code• aeans the Internal Revenu~ 

Code of 1951t. A reference to a specific section of that code 

is a reference to that section as it may be labeled or 

aaended. 

(It) •value• aeans value detereined for the purposes of 

the ~ontana inheritance tax. 

NEH SECTIQN. Section lit. Extension of t i 1119 for 
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transfer of closely held business interest. (1) If the value 

of an interest in a closely held business that is included 

in thN gro~s ~st~te for federal estate tax purposes of 2 

dec0dunt who~~~ "t the time of death a resident of this 

state exceeds 6~~ of the adjusted gross estate. the personal 

r~presentative ~ay elect to pay all or part of the tax 

imposed by TitlP 72. chapter 16• part l• in 2 or more but 

less than 11 equal installaents. 

(2) The aaxiau~ amount of tax that ~ay be p3ij in 

lnstall~nt.s is an a.ount that: bears the same ratio to the 

tax imposed by Title 72• chapter 1&. part 3• as the closely 

hel~ business amount: bears to the amount of th~ 3djusted 

gross estate. 

(3) If an election is made under (1) of this section • 

the first install .. nt aus1: be paid on or before a date 

selected by the personal repres~ntativP that is not ~or~ 

than 5 years after the date prescribed by 72-16-441 for th·' 

pay~ent of t~x ~ithout interest. Each succeedina inst•ll~. ,, 

.ust be paid on or before the date that is 1 year after the 

date of the preceding installment. 

(It) Th~ person entitled to pay the t~x in in~tallm~nt~ 

is the person to whoa an interest in a closely held nusiness 

passes. 

NEW SE~TION. Section 15. Closnly held ~usiness. lli 

For the purposes of [section 14}• th~ t?r~ "interest •n a 

-16-



LC 0562/01 

closely held business• •eans: 

2 (a) an interest as a proprietor in a trade or business 

3 carried on as a proprietorship• 

4 (b) an interest as a partner in a partnership carrying 

5 on a trade or business if: 

6 (i) 20% or more of the total capital interest in the 

7 ~artnership is included in determining the gross estate of 

B the decedent for federal estate tax purposes; or 

9 (ii) the partnership had 15 or fewer partners; 

10 (c) stock in a corporation carrying on a trade or 

11 business if: 

12 (i) 20% or ftDre in value of the voting stock of the 

13 corporation is included in deter•lning the gross estate of 

14 the decedent for federal estate tax purposes; or 

15 (ii) the corporation had 15 or fewer shareholders. 

16 (21 Oeter•ination for qualification under (1) of this 

17 section must be made as of the ti•e i~ediately before the 

18 decedent•s death. 

19 (3) Stock or a partnership interest held by a husband 

20 and wife as joint tenants or tenants in co•mon is treaterl as 

21 0wn~d by one shareholder or one partner, as the case may be. 

22 (4) Property owned directly or indirectly by or for a 

23 corporation, partnership, estateo or trust is considered as 

24 bei"q owned proportionately by or for its shareholders. 

25 partners, or beneficiaries. For the purposes of this 
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subsection, a person is a beneficiary of a trust only if he 

has a present interest in the trust. 

(51 All stock and all partnership interests held by 

the decedent or by any ae•ber of his family within the 

aeanin~ of section 267(c)(4) of the Internal Revenue Code is 

treated as being owned by the decedent. 

NEW SECTION. Section 16. Far•houses and other 

structures taken into account. For the purposes of the 65t 

require.ent of [section 14)• an Interest in a closely held 

business that is the busines~ of far•inq includes an 

interest in residential buildings and related i•prove.ents 

on the fara which are occupied on a regular basis by the 

owner or lessee of the far• or by persons e~loyed by the 

owner or lessee for purposes of operating or •aintaining the 

far•. 

NEW SECTION. Section 17. Partnership interests and 

stock not readily tradable. (l) If the personal 

representative elects the benefits of this section• at such 

ti8e and in such •anncr as the depart•ent •ay prescribe: 

(d) for the purposes ~f subs~ction (l)(b)(i) or 

(l)(c)(il of [section 15}• whichever is appropriate. and for 

the purposes of [section 16]• any capital invest•ent in a 

partnership and any non-readily tradable stock. which after 

the dpplication of subsections (Z) and (3) of [section 1~] 

is treated as owned by the decedent, shall be treated as 
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included in deter•ining the value of the decedent•s gross 

astate for federal ~state ta~ purposes; 

(b) the personal repr~sentativ~ shall be tr~ated as 

having selected under [subsection (3) of section 14) the 

date prescribed by 72-16-~~1 for the payeent of the tax 

~ithout interest; and 

(c) (section 27) does not dppl Y• 

(Zt For the purposes of this sectlono •non-readily 

tradable stock• .. ans stock for which dt the tiee of the 

d~edent•s death there ~as no aarket on the stock exchange 

or in an over-the-counter earket. 

NEM SECIIQH. Section 18. Interests In •ore than one 

closely held bUsiness. (1) Interests in two or .ore closely 

held businesses, with respect to which there is included in 

detereinlng the value of the deced~nt•s gross estate for 

federal estate tax purposes eore than 20~ of the total value 

of each business, shall be treated as dO interest in a 

single closely held business. 

(2t For the purposes of the ZO~ requireaent of (1) of 

this section, an interest in a closely held business that 

represents the surviving spouse•s interest in property held 

by the decedent and the surviving spouse as joint tenants or 

tenants in coeaon shall be treated as havinq been included 

in detereining the value of the decedent•s gross ~state for 

federal estate tax purposes. 
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NEW SECl .JN. Section 19. Election. An election under 

(sec~ion 14] ~ust be •ad~ not later than 1~ months after the 

death of the decedent and must be ~ade in such manner as the 

department prescrihes. 

~~IIDKa Section 20. Proration of additional t~x. 

(1) If an election is •ade under [section 14] to p~y any 

part ?f the tax i•posed by Title 7~. chapter lb• part 3• in 

installments and an additional tax is determined. the 

additional ta~t subject to the lilllitation provided by 

[subsection (2) of section 14}• shall be proratec to the 

install .. ,nts payable under [section 14]• 

(21 (a) The part of the additional tax so prorated to 

any i nsta 11-.ento the date for oay•ent of which has not 

arrivedo shall be collected at the same time as and as nart 

of the lnstalleent. 

(b) The part of thP additional tax so prorated to any 

inst·Jllecnt alre<~dy paid shall be paid on notic·c ilod rl'>man<:> 

fro~ the department. 

(3) This section does not ap?ly if the adcitional tax 

is due to negligence, intentional disregard of rules, cr 

fraorl with int~nt to evade tax. 

NEH SECIIQN. Section 21. Interest. (1) If the time 

for pay111ent of any a111ount of tax has been extended un,Jer 

[sections 13 throuqh 27], interest payabl~ under (sectior 

27} on any unpdid portion of such amount: 

-20-
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1 (a) att~ibutable to the fi~st 5 yea~s afte~ the date 

2 prescribed by 72-16-~~1 fo~ the payMent of the tax without 

3 inte~est shall be paid annu3lly; 

4 [b) att~ibutable to any pe~iod afte~ the 5-yea~ pe~iod 

<; ~efe~~ed to in (1)(a) of this section shall be paid annually 

6 ;t the same ti~e as and as part of each install.ent payMent 

7 of the tax. 

B (2) In the case of an additional tax to which (section 

9 20] applies that is dete~ained afte~ the close of the 5-year 

10 p~~iod ~efe~~ed to in (l)(a) of this sectionw interest 

11 attributable to such 5-year pe~iod and interest assigned to 

12 any installment the date fo~ which has a~rived on or before 

u the date of the assessaent of the additional tax .ust be 

14 paid on notice and deaand f~o• the depa~t•ent. 

15 (3) If the personal ~epresentative has selected a 

16 pc~iod shorter than 5 yearsw the shorte~ period shall be 

11 substituted for 5 years in (1) and (2) of this section. 

18 NEd SECTION. Section 22. Acceleration of payaent, (11 

19 The extension of tiae fo~ payaent of tax provided In 

20 [section 14] shall cease to apply and any unpaid portion of 

21 the tax payable must be paid upon notice and demand of the 

22 department if: 

23 {a) one-third or aore in value of an interest in a 

24 clos2ly held business that qualifies under [section 14] is 

25 distributed• sold• exchanged, o~ othe~wise disposed of; or 
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(b) aggregate withd~awals of aoney and other p~ope~ty 

froa the trade o~ business. an interest in which qualifies 

undeJ" [s.?ction 14]• .. aoe with ,-espect: to such inte~esto 

equal o~ exceed one-third of the v~1ue of such trade or 

business. 

(Z) In the case of a distribution in ~ede•ption of 

stock to which section 303 of the Internal Revenue Code or 

so .. uch of section 30~ of the Inte~nal Rev~nue Code as 

relates to section 303 applies: 

(a) subsection (1)(a) of this section does not apply 

with respect to the stock redee•ed andw for the pu~poses of 

subsection (1)(a)• the interest in the closely held business 

shall be considered to be such Interest reduced by the value 

of the stock redeeaed; and 

(b) subsection (l)(b) of this section does not apply 

with respect to withdrawals of aoney and othe~ property 

dist~ibuted andw for the purposes of subsection (l){b)o the 

value of the trade or business shall be considered to be 

such value reduced by the a.,ount of aoney and other p~operty 

distributed. 

(~) Subsection (1)Ca) of this section does not apply 

to an exchan<J" of stock pursuant to a pi an of ~eorganization 

desc~ibed In (O)o (E)w or (F) of section 368(a)(l) of the 

lnt~rnal Revenue Code or to an exchanqe to which section 35<; 

of the Internal Revenue Code or so 111uch of section 356 of 
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the Internal Revenue Code applies to section 355, but any 

stock received in such an exchanqe shall be treated for 

purposes of subsection (1)(a) as an interest qua,ifying 

under [section 14]• 

I") Sub5ection (1)(a) of this section does not apply 

to a transfer of property of the decedent to ~ person 

entitled by reason of the decedent's death to receive such 

property under the decedent's wlllo intestate succession, or 

a trust created by the decedent. 

MEW SECIIQN. Section 23. Failure to pay install .. nt. 

If <>ny lnstan .. nt under [sections 13 throuqh 27] is not 

paid on or before the date fixed for its pay.anto including 

any extension of tiMe for the pay~nt of the install.anto 

the unpaid portion of the tax payable in installeents •ust 

be paid on notice and deaand fr~ the depart .. nt. 

NEW SECTION. Section z... Election in the case of 

additional tax. (l) If an additional tax is deterained under 

Title 72o chapter 16o part 3o and the estate qualifies under 

[section 14] and the personal representative has not •ade an 

election under {section 14)• the personal representative •ay 

elect to pay the additional tax in install~nts. 

(2) An election under this section aust be .ade not 

later than 60 days after notice and de•and for pay.ent of 

the additiBO•l t•• has been given by the departaent and ~st 

be •ade in the •anner prescribed by the departeent. 
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(3) If an election is •ade under this section, the 

additional tax shallo subject to the 1 i•itation in 

{subsection ( 2 I of section 14]• be prorated to the 

installaents that •ould have been due if an election had 

been tiaely •ade under [section 14). The part of the 

additional tax so prorated to any install.ent the date for 

pay•ent of which would have arrived shall be ~aid at the 

ti•e of the .aking of the election under this section. ThP 

portion of the additional tax prorated to installments, the 

date fo~ pay•ent of which would not have so a~rived, shall 

be paid at the tiae such install•ents would have been due if 

such an election had been •ade. 

NEW SECTION. Section 25. Security. If the ti~e for 

pay•ent of any a•ount of tax has been extended under 

[section 24]• the departaent •ay require the taxpayer to 

furnish a bond in an a.ount not exceeding doubl~ the a~ount 

with respect to which the extension is granted conditioned 

upon the pay.ant of the amount extended in accordance wi -h 

the ter•s of the extension. 

NEW SECTION. Section 26. Extensions of time for 

pay•ent of tax. The running of the period of liMitations for 

collection of dny tax imposed by Title 72r chapter l6t part 

3o is suspended for the period of any extension of time for 

payment granted under [section 14]. 

NEW SELTION. Section 27. Interest rate. (1) If the 
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time for payment of an amount of tax i~posed by Title 72• 

ch1ptcr lbo part 3o is extended as provided in [section 1~] 

interest on the 4% portion of such amount shallo in li~u ~t 

the annual rate provided by 72-16-4~1• be paid at the rate 

of 44. For the purposes of this section, the amount of any 

~ddi tional tax that is prorated to lnstallannts pay~ble 

under [s~ction 24] shall be treated as an aaount of tax 

payable in installm..,,1tS under that section. 

[2) For the purposes of this section, •4~ ~ortion• 

mean~ the lesser of: 

[a) $345o800i or 

(b) the amoant of the tax imposed by Title 72, chapter 

16, part 3o which is extended as provided in {section 14)• 

(3) If the amount of tax i~posed by Title 72o chapter 

lbt oort 3t that is extended exceeds the 4t portion. any 

,-,;,ym<'nt of a portion of such aaount shall, for the purpose 

of co~puting interest for periods aft~r such payment. be 

tr~atnd as reoucing the 4% portion by an ar.ount that bears 

th' s"10e ratio to the aaount of such payaent as the a•ount 

of the 4 
•. .. portiono deterained without reqard t:o this 

s•:c t ion. be;,rs to the a11ount of tax that Is extended as 

provided in {section 14]• 

NEW SECTION. Section 28. Definitions. As used in 

(sections 28 through 39]t the followin·1 1efiniticns apply: 

(11 •oeferral period• means the period for which the 
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payaent of tax is deferred under [section 14]• 

(2) •Oeferred amount• aeans the aggre~ate amount 

deferred under [section 14} determined as of the date 

prescribed by 72-16-441 for payment without interes~ of the 

tax imposed by Title 72• chapter 16• part 3. 

(3) •Lien property• aeans Interests in real and other 

prop~rty to the exten~ such interests can be expected to 

survive the deferral period and are designated in the 

agree•ent referred to In [section 32]. 

(4) •Required interest amount• aeans the aggregate 

amount of interest that will be payable over the first~ 

years of the deferral period with respect to the deferred 

amount deterained as of the date prescribed for payaent 

without interest of the tax iaposed by Title 72, chapter 16o 

part 3. 

~ SECTION. Section 29. lien for tax deferred. In 

the case of any estate with respect to which an election has 

been aade under [section 14]• if the personal representative 

aakes an election under this section at such tiae and in 

~uch manner as th., departWient ""Y pr<oscribe and fi 1 es the 

aqre~ment referred to in [section 32] the deferred a•ounto 

plus any interest or additional amount shall be a lien in 

favor of the state on the lien property. 

NEW SECIIJNo Section 30. ~aximum value. ( 1) The 

maxi.um value of the property that the departaent aay 
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require as lien property ~ith respect to any estate Is a 

value that is not greater than the su• of thr deferred 

a~ount and the r~quired interest a•ount. 

(2) For the purposes of (1) of this section, the value 

of any property is determined as of the date prescrihed by 

72-16-~'t1 for pay.ant of the tax ~ithout interest and is 

determined by taking Into account any en1:•Jmbrances. 

NEW SECTION. Section 31. Partial substitution of bond 

for lien. If the value required as lien property exce~ds the 

vah•e of the Interests In property covered by the agree•ent 

refer·red to in [section 32")9 the depart•ent •ay accept a 

bond in an a.aunt equal to such excess conditioned on the 

pay•ent of the a.aunt extended in accordance ~ith the t~r~s 

of the extension. 

~EW SEtTIQN. Section 32o Aqree•ent. The agree•~nt is 

a written agree•ent signed by each person in being who has 

an interest• ~hether or not in possession. in any property 

designated in the agree•ent: 

(1) consenting to the creation of the lien under 

[section 29) with respect to the property; and 

(2) designating a responsibl~ person to be agent for 

the beneficiaries of the estate and for persons ~ho have 

consented to the creation of the lien in dealinqs with the 

department on •attars arising under [section l't] or [section 

29 ]• 
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NEW SEtTIQN. Section 33e Flting of lien. The lien 

i•posed by (section 291 Is not valid against a purchaser. 

holder of a security interest• ~echanic"s lieno or judgment 

lien creditor until notice that meets the requirements of 

71-3-2~ has· been filed by the depilrt.ant. 

NEW SEtTION. Section 3't. Period of lien. The lien 

iaposed by [section 29} arises at the tise notice is filed 

under {section 33] and continues until liability for the 

deferred a•ount is satisfied or becomes unenforceable by 

reason of lapse of tiae. 

NEW SEtiiQN. Section 35. Priorities. 

under [section 29] Is not valid: 

(a) as against real property tax 

assessaent liens; 

11) A 1 ien filed 

and special 

(b) in the case of real property subject to a lien for 

repair or l•pr~veaento as against a mechanic•s 1 ienor; or 

(c) as against a security interest set forth in 

paraqraph 3 of section 6323(c) of the Internal Revenue Coo,. 

whether the security interest came into effect before or 

after the tax lien filing. 

(2) Subsections (1)(b) and (1)(c) of this section do 

not apply to any security interest that came into Pxistence 

after the date on which the department filed notic~ th~~ 

pay•ent of the deferred amount has been accelerated under 

[sectio~ 2~]. 
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NEW S~CTION. Section 36. Lien in 1 ieu of other t3x 

liens. If there is a lien on property under [section 29)• 

the lien under 72-16-432 does not apply to the property with 

respect to the same estate. 

NEW SECTION. Section 37. Additional 1 ien property. 

(1) If at any time the value of the property covered by the 

aureement is less than the unpaid portion of the deferred 

amount and the required interest a.ounto the depart.ent •ay 

require the addition of property to the agreeeent. The 

dPpartment may not require that the value of the property 

covered by the agreement exceed the unpaid portion. 

(2) Jf property having the required value is not added 

to the property covered by the agree•ent or if other 

security equal to the required value Is not furnished vlthin 

90 days after notice and deaand by the depart~nto the 

failure to coRply shall be treated as an act accelerating 

p3.yment of the install~~ents under [section ZZ}. 

NEW SECTIONa Section 38. Lien in lieu of bond. The 

department aay not require the furnishing of any bond for 

the payment of tax to which an agreement that •eets the 

r~quirements of [section 32] applies. 

Hf¥_SECTJON. Section 39. Application of definitions 

to additional tax. In the case of an additional tax. a 

separate deferral periodo deferred amount. and required 

interest a.aunt shall be deter•ined as of the due date of 

-29-

l 

.2 

3 

It 

5 

!> 

7 

8 

9 

10 

11 

12 

l3 

l't 

15 

16 

11 

18 

19 

20 

21 

22 

2! 

24 

25 

LC 0562/01 

the first install.ent after the additional tax is prorated 

to installaents under (section 1~] • 

NfW SECilQHa Section ~o. lien for additional tax 

attributable to far• and closely held business property. (1) 

In the case of any interest in qualified real property 

within the aeaninQ of (subsection (11) of section 1]• an 

aaount equal to the adjusted tax difference attributable to 

such Interest ~ithin the aeaning of [subsection (3J of 

section 7] is a lien in favor of the state on the property 

in which such interest exists. 

(2) The lien laposed by this section shall arise at 

the tiee an election Is filed under (section 2] and 

continues ~ith respect to any interest in the qualified real 

property until: 

(a) the l lability for tax under [section 7] vith 

respect to such interest has been satisfied or has beco•e 

unenforceable by reason of lapse of tl•e; or 

(b) until it is established to the satisfaction of the 

departaent that no further tax liability •ay arise under 

{section 7] with respect to such interest. 

(3) [Sections 33o 35, and 36) apply ~ith respect to a 

lien iaposed by [section ItO]. 

NEW SECTIQN. Section ~~. Substitution of security for 

lien. The department aay rrovide by rule for the 

substitution of security for the lien iDposed by [section 

-30-
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NEW SECTIQN. Section ~z. Subordination of liens. ThP 

depart .. nt .ay consent to the subordination of a lien 

ieposed by [section 29 or ~0] upon any part of the property 

subject to the lien if the state ~ill be adequately secured 

a~ter the subordination. 

Section ~3. Section 7Z-16-JOB, MCAo is aeended to 

read: 

•72-1~308. Tax 

de~uctions allowed In 

to be on 

deterelning 

clear 

value 

earket value 

valuation of 

ccrtajo fare and bys!nes1 propertr• (1) The tax so ieposed 

shall be upon the clear earket value of such property 

passing by any such transfer to each person. Institution• 

association• corporation. or body politic at the rates 

hereinafter prescribed and only upon the excess of the 

exeeption hereinafter granted to such person• institution• 

association• corporation, or body politic. 

(2) In deterelning the clear earket value of the 

property so passing by any such transfer, the follo~ing 

deductions and no other shall be allo~ed: 

(a) debts of the decedent o~inq at the date of death; 

(b) expenses of funeral and last illness; 

(c) all Montana state, county, eunicipal, and federal 

2~ taxes, including all penalties and interest thereon• owing 

25 by decedent at the date of death; 
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includin9: 

( i) the 

ordinary 

co••issions 
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and 

attorneys 
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of adeinistrationo 

fees of executors 

actually allowed 

and 

3nd 

{ii) attorneys• fees, fil inq feeso necessary ~xpensoso 

and closing cost~ incident to proceedings to terminate jcint 

tenancies, ter~ination of life estates and transfers in 

conteeplation of deatho and any and all othPr proc~edinos 

instituted for the detereination of inheritance tax; and 

(e) federal estate taxes due or paid. 

13) In deter•ining clear warket yalue• the valuation 

gf certajO fara and ather real oroperty may be made under 

(sections 1 tbroygh 12].• 

Section ~~. Codification. Sections 1 through 12 of 

this act are intended to be codified as an inte~ral part of 

Title 72• chapter 16• part 3. 

Section ~5. Effective date. This act is effective on 

passage and approval and applies to estates of decedents who 

died after December 31, 1918. 

-End-
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STATE OF MONTANA 
REQUEST NO. 390-79 

FISCAL NOTE 

Form BD-15 

Ill< 
In compliance with a written request received Februar:f J 6 19 ..1!L_ , there is hereby submitted a Fiscal Note 

· t- for Senate Bill 508 pursuant to Chapter 53, Laws of Montana, 1965 ·Thirty-Ninth Legislative Assembly. 

• Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members 

" of the Legislature upon request . 

• 
\- DESCRIPTION 

r~ This proposed bill revises the laws relating to the determination and payment of the 
Montana Inh~ritance Tax; providing that certain farm and other real property may be valued 
on the basis of its use at the time of the decedent's death; providing an election for a 

- 15-year installment payment method for the transfer of certain farm or closely held 
business interests . . )., 

.:. FISCAL IMPACT 

There are no data available to estimate the fiscal impact of this proposal . 

.a. TECHNICAL NOTE 

This proposal mimics the Federal statutes pertaining to taxation of agricultural land 
for inheritance tax purposes. In conversation with Federal Internal Revenue Service 
field offices it was mentioned that they have yet to receive all the rules and regula­
tions to implement this statute. 

(Prepared by the Department of Revenue) ~<.- ;.L,.,j at' ~ .... o r 
BUDGET DIRECTOR .. 

Office of Budget and Program Planning 

Date: ..l/2-<f 1 ZP 
I /f 
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on Tax;ation 

SENATE BILL NO. 508 

INTRODUCED BY HANLEY 

A BILL FOR AN ACT ENTITLED: •AN ACT TO REVISE THE LAWS 

RELATING TO THE DETERMINATION ANO PAYMENT OF THE MONTANA 

l~HE~JTANCE TAX; PROVIDING THAT CERTAIN FARM AND OTHER REAL 

PRJP~RTY HAY BE VALUED ryN THE BASIS OF ITS USE AT THE TIMF 

OF THE DECEDENT'S DEATH; PROVIDING AN ELECTION FOR A 15-YEAR 

INSTALLMENT PAYMENT METHOD FOR THE TRANSFER OF CERTAIN FARM 

OR CLOSELY HELD BUSINESS INTERESTS; AMENDING SECTION 

12-16-308, MCA; PROVIDING AN IHMEOIATE EFFECTIVE DATE.• 

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

':i~iL~~U.lmi. Section 1. Oef ini ti ons. As used in 

(section~ 1 througn 12}• the follo~inq definition~ apply: 

(1) •Adjusted gross value• .eans: 

(a) in the case of an estate. the gross value of all 

transfers subject to the ta~ i~posed by this part. 

determined without regard to [sections through 1l ) , 

reduced by the a~unt of unpaid mortgages and indebtedness: 

(b) in the case of real or personal property, the 

value of the property for the purposes of this part, 

determined without regard to [sections 1 through 12]• 

reduced by the a~unt of unpaid mortgages and indebtedness. 

(21 •Agree~ent" aeans a ~ritten agreement signed by 
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each person in being who has an interest• ~hether or not he 

is in possession, in any property designated in suet-~ 

agree•ent consenting to the application of [section ~ ZJ 

with respect to such property. 

Ill •oapart-nt• -ans the depar~nt of revenue. 

(41 •Far•• •eans truck faraso rancheso nurseries, 

ranges, greenhouses. orchardso woodlands, or structures used 

pr i•ari 1 y for raising agricultural or hort icul tur al 

co••odities. The ter• includes stock, dairy ani•also 

poultry• fur-bearinq ani•als, and fruit. 

(5) •Far•ing purposes• •eans: 

(a) cultivating the soil or raising or harvesting any 

agricultural or • horticultural co.-odity including the 

raising. sh~aringo feeding, caring fort training, and 

•anaging of ani•als on a fara; 

(b) handling, drying, packing, grading, or storing on 

a far• any agricultural or horticultural coamodity in its 

unmanufactured stateo but only if the owner, tenanto or 

operator of the fara regularly produces aore than one-half 

of the comaodity so treated; or 

(c) (i) planting, cultivatinq. caring foro or cutting 

t..-ees; or 

(iit preparing, other than •illingo trees for aarket. 

(6) "Internal Revenue Code• aeans the Internal Revenue 

'ode of 19!>4. ~reference to a specific section of that code 
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is • refere"'e to that section as it •ay be labeled or 

a•ended. 

(7) "Involuntary conversion" •eans a compulsory or 

involuntary conversion within the ~aning of section lOll of 

the internal Revenue Code. 

(8) •Material participation• is deter•ined in a •anner 

si•ilar to the •anner used for the purposes of section 

1402(a)(l) of the Internal Revenue Code. 

C9) •Member of the family• -.anso with respect to any 

individual, only the individual's ancestor or lineal 

descendant, a lineal descendant of a grandparent of the 

individual• the spouse of the individual• or the spouse of 

any such descendant. For purposes of the preceding sentence. 

a legally adopted child of an individual is treated as a 

child of the individual by blood. 

(10) •Qual if i ed heir• ll.edns, with respect to any 

property. a ae•ber of the decedent's fa•ily who acquired the 

property or to who• the property passed fro• the decedent. 

If a qualified heir disposes of any interest in qualified 

real property to any ... ber of his fa•ilyo such .ember shall 

thereafter be treated as the qualified heir with respect to 

such interest. 

(11) •Qualified real property• •eans real property 

located in this state that on the date of the decedent's 

death was being used for a qualified useo but only if: 
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(a) 50' or .are of the adjusted value of the gross 

estate consists of the adjusted value of real or personal 

property that: 

(it on the date of the decedent•s oeath was being used 

for a qualified use; and 

(ii) was acquired fro• or passed from the decedent to a 

qualified heir of the decedent; 

(b) 25' or .are of the adjusted value of the qross 

estate consists of the adjusted value of real property that 

aeets the require•ents of (a)(ii) and {c) of this 

subsection; 

(c) during the 8-year period ending on the date of the 

decedent's death there have been periods aggregating 5 years 

or •ore during which: 

(i) the real property was owned by the decedent or a 

.amber of the decedent•s fa•ily and used for a qualified 

usei and 

(ii) there was material participation by the decedent 

or a ... ber of the decedent's fa•ily in the operation of the 

far• or other business; and 

(d) the real property is designated in the agreement 

referred to in (subsection (2) of section l]. 

(12) 

( j ) 

{a) •Qualified replacement property" ~ans: 

in the case of an involuntary conversion as 

described in section l033(a)(l) of the Internal ~evenue 
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Code, any real property into which the real property is 

converted; 

{i i) in the case of an involuntary conversion as 

described in section 1033(a)l2l of the Internal Revenue 

Code, any real property purchased by the qualified heir 

during the period specified in section 1033(al(2)(8) of the 

lnternal Revenue Code for the purpose of replacing the 

qualified real property. 

(b) "Qualified real property• only includes property 

that is to be used for the qualified use set forth in (a) or 

(b) of subsection {13) of this section under which the 

qualified real property qualified under (section 2]• 

(13) (a) "Qualified use• -ans devotion to any of the 

following: 

{il use as a far• for far•ing purposes; or 

( i i) use in a trade or business other than tht1 trade or 

business of farming. 

(b) ln the case of real property that •eets the 

requirements of subsection (ll)(CI• residential buildings 

and related i~prove.ents on the real property occupied on a 

reyular basis by the owner or lessee of the real property or 

by persons employed by the owner or lessee for the purpose 

of operating or •aintaining the real property, and roadso 

buildings, and other structures and i11provements 

functionally related to the qualified use shall be treated 
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as real property devoted to the qualified use. 

NEW S£CI~ Section z. Valuation of certain fare and 

real property-- li•itation• Ill If the decedent was at the 

ti•e of his death a resident of this state and the personal 

representative elects to have (sections 1 through 12] apply 

and files an agree•ent with the depart .. nt, the value of 

qualified real property for the purposes of the tax ieposed 

by this part is its value for the use under which it 

qualifies under (subsection (11) of section 1) as qualified 

real property. 

Ill The aggregate decrease in the value of qualified 

real property taken into account for the purposes of the 

Montana inheritance tax that results froa the application of 

(11 of this section aay not exceed l500wOOO. 

Sf~GllDH. Section 3. etection for va1uation. An 

election for valuation under (sections 1 through 12} •ust be 

aade within 16 eonths of the date of the decedent•s death 

and aust be •ade in such .anner as the department •ay 

prescribe. 

~lM-S~G~ Section Ito Valuation of fares. lll 

Except as provided in 121 of this section, the value of a 

farM for far~inq purposes 

eltcess of the average 

is deter•ined 

annual gross 

by dividing 

cash rental 

the 

for 

co~parable land used for far•ing purposes and located in the 

locality of the far~ over the averaqe annual state and 1ocal 
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real estate taxes for co•parable land by the average annual 

effective interest rate for all new federal land bank loans. 

For purposes of the preceding sentence• each average annual 

coeputatlon •ust be eade on the basis of the S .ost recent 

calendar years ending before the date of the decedent's 

dPatho 

(21 The formula in (1) of this section •ay not be 

used: 

(a) If it is established that there Is no coeparable 

land fra. which the average annual gross cash rental aay be 

deter•inedl or 

(b) if the personal representative elects to have the 

value of the fare for fareing purposes deter•ined under 

{section 5)• 

NEW SECIIQNa Section s. Valuation 

business Interests. lf [section 4J does 

following factors apply in detereining 

qualified real property: 

of 

not 

closely 

apply, 

held 

the 

the value of any 

Ill The capitalization of inca.e that the property can 

be expected to yield for farelnq or closely held business 

purposes over a reasonable period of ti.e under prudent 

••nagecent using traditional cropping patterns for the area. 

taking into account soil capacity, terrain configuration, 

and similar factors; 

(ZJ the capitalization of the fair rental value of the 
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land for fareland or closely held business purposes; 

(3) assessed land values; 

(It) co•parable sales of other farM or closely hel~ 

business land in the sa•e geographical area far enough 

re.oved froe a eetropolitan or resort area so that 

nonagricultural use is not a significant factor in the sales 

price: and 

est any other factor that fairly values the farm or 

closely held business value of the property. 

NEM SECTIQia Section 6. TiMe lieitations. (1) If 

qualified real property is disposed of or ceases to be used 

for a qualified useo the statutory period for the assessment 

of any additional tax under (section 7] attributable to 

disposition or cessation •ay not expire until 3 years after 

the date the depart•ent is notified, In a •anner to be 

prescribed by the depart•ent, of the disposition or 

cessation. 

(2) The additional tax eay be assessed. before the 

expiration of the 3-year period referred to in (11 of this 

sectiono notwithstanding the provisions of any other laN or 

rule of laN that would otherwise prevent such assessment. 

NEW SECLlCtia Section Ta Disposition or failure to use 

for qualified use. (1) There Is hereby i•posed an additional 

inheritance tax if within 15 years after the decedent's 

death and before the death of the qualified heir: 
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(a) the qualified heir disposes of any interest in 

qualified real property other than by a disposition to a 

member of his family; or 

(b) the qualified heir ceases to use for the qualified 

use the qualified real property which was acquired or passed 

from the decedent. 

(2) The a.ount of additional taM i•posed by (1) of 

this section with respect to any interest is the a•ount 

equal to the lesser of: 

(a) the adjusted tax difference attributable to such 

interest; or 

(b) the excess of the aeount realized with respect te 

the interest or in any case other than a sale or exchange at 

arm•s length, the fair market value of the interest over the 

value of the interest deter•ined under [section 2}• 

{3) For the purposes of (2) of this section• the 

adjusted tdX difference attributable to an interest is the 

amount that bears the saee ratio to the adjusted tax 

difference with respect to the estate as determined under 

[4) of this section as the excess of thA value of such 

interest for purposes of the Montana inherit~nce tax, 

determined without regard to [sections 1 through 12}• over 

the value of such interest ~eter•lned under [section 2} 

bears to a similar excess determined for all qualified real 

property. 
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14) For the purposes of (3} of this sectiono "adjusted 

tax difference with respect to the estate• aeans the excess 

of what would have been the tax liability bUt for [section 

Z] over the tax liability. For the purposes of this 

subsection, •tax liability• .. ans the tax i•posed by Title 

72, chapter 16. 

IS) For the purposes of this sectiono if the qualified 

heir disposes of a portion of the Interest acquired by or 

passing to such heir or a predecessor qualified heirr or 

there is a cessation of use of such a portiono the value 

deter•lned under (section 2] taken into account under (2)(b) 

of this section with respect to such portion shall be its 

pro rata share of the value of the Interest and the adjusted 

tax difference attributable to the interest taken into 

account with respect to the transaction Involving the second 

or any succeeding portion shall be reduced by the amount of 

the tax imvosed by this section with respect to all prior 

transactions involving portions of the interest. 

(b) If tne date of the disposition or cessation occurs 

more than 120 ~onths and less thJn 180 months after the date 

of the death of the decedent, the a•ount of the tax imposed 

by this section shall be reduced, but not below zero, by an 

a•ount determined by •ultiplying the a•ount of the tax 

determined without regard to this subsection, by a fraction 

in which the numerator is the number of full .anths after 
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the death in excess of 120 and the denosindtor is 60. 

C7J In the case of an interest dcquired fro• or 

passing fro• any decedento if (a) vr (b) of subsection (1) 

of this section dpplies to any portion of an interesto (b) 

or CaJ of subsection (1J of this sectiono as the case say 

beo does not apply with respect to the sase portion of the 

interest. 

(8) The additional tax i•posed by this section is due 

on the day that is 6 .anths after the date of the 

disposition or cessation. 

(9) The qualified heir is,personally liable for the 

additional tax with respect to his .interest unless the heir 

has furnished bond that .. ets the requireeents of [section 

10 1· 

N£W SECTION• Sections. Cessation of qualified use. 

For the purposes of {section T)o real property ceases to be 

used for the qualified use if: 

(11 the property ceases to be used for the qu~l ified 

use set forth in {section l] under which the property 

qualified under [section 1); or 

CZJ during any period of 8 years ending after the date 

of the decedent's death and before the date of the death of 

the qualified heiro there had been periods aggregatinq 3 

years or eore during which: 

(a) in the case of periods during which the property 
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was held by the decedent, there was no matPrial 

participation by the decedent or any member of his family in 

t~e ooeration of the farm or other business; and 

(b) in the case of periods during which the property 

was held by any qualified heir• there was no ~aterial 

participation by such qualified heir or any member of his 

family in the operation of the farm or other business. 

~kll~ Section 9. Property acquired from 

decedent. Property is considered to have been acquired from 

the decedent if the property: 

Ill is $0 considered under section 1014(b) of th~ 

Internal Revenue Code; 

12) is acquired by any person from the estate in 

•atisfaction of the right of such person to a pecuniary 

request; or 

( J) is 

satisfaction 

acquired by any person from a trust in 

of a right. which such person has by rea5on of 

thu death of the decedento to receive from the trust a 

specific dollar aeount that is the equivalent of a pecuniary 

request. 

~~i~~ Section 10. Bond in lieu of personal 

liability. (1) If the qualified heir makes written 

application to the department for the determination of the 

additional tax that may be imposed by [section 7] with 

r~spect to the qualified heir'5 interest• the department 

-12- SB 508 
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musto as soon as possible and in any event within l year 

after the making of the application. notify the heir of the 

maximum amount. 

(2) The qualified heiro on furnishinj a bond in such 

amount and for such period as •ay be required• is discharged 

from personal liability for any additio~al tax imposed by 

[sectiun 7] and is entitled to a receipt or writing showinq 

such discharge. 

~_s~~ Section 11· Application to interests in 

partnerships, corporations. and trusts. The department shall 

prescribe regulations setting forth the application of 

[sections l through lZ] in the case of an interest In a 

partnership, corporation, or trust that• with respec.t to the 

decedent, is an interest in a closely held business within 

the meaning of [section lS)o 

~~H-Sf~~£ Section 12. Involuntary conversion of 

qu3lified real property. (l] If there is an involuntary 

conversion of an interest in qualified real property and the 

qualified he:r sakes an election under this section, no taK 

is imposed by [section 7] on the conversion If the cost of 

the qualified replacement property equals or exceeds th~ 

amount realized on the conversion. 

(Z] If {1) of this section does not apply, the tax 

imposed by (section 7]• with respect to any involuntary 

conversion, is the amount of tax that, but for this 
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subsection, would have been i•posed on the conversion 

reduced by an a•ount that bears the sa.e ratio to such tax 

as the cost of the qualified replacement property bears to 

the a•ount realized on the conversion • 

(3) (a) For the purposes of {section 7], any qualified 

replace-ant property shall be treated in the sa~e •anner as 

if it were a portion of the interest In qualified real 

property that was involuntarily converted, except that with 

respect to such qualified replace.ent property: 

(i) the IS-year period under [section 7] shall be 

extended by any period. beyond the Z-year period referred to 

in section 1033(a){2)(S)(i) of the Internal Revenue Code• 

during which the'qual ified heir was allowed to replace the 

qualified real property; and 

Iii) the phaseout 

section 7] shall be 

period under 

appropriately 

[subsection (b) of 

adjusted to take into 

account the extension referred to in (a)(i) of this ~~~t~o" 

£Jallt.lliltl.· 

(b) Any tax imposed by [section 7) on the involuntary 

conversion shall be treated as a tax iaposed on a partial 

disposition. T~e provisions of (section !l) shall be applied 

by not taking into account periods after the Involuntary 

conversion and before the acquisition of the qualified 

replacement property and by treating material participation 

.. ith respect to the converted property as material 

-14- sa soa 
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participation with respect to the qualified replaceaent 

property. 

(4) The rules of the last sentence of section 

1033(a)(2)(8) of the lnterna1 Reyenue Code apply for the 

purposes of {subsection (12)(a)(iil of section 1]. 

(S) An election under this section aay be aade at such 

time and in such manner as prescribed by the departMent. 

NEW SECIIQN. Section 13. Definitions. As used in 

{sections 13 through 27]o the following definitions apply: 

(lt •Adjusted gross estate• .eans the clear aarket 

value of the property passing by ,reason of a decedent's 

death deterained under Title 72o chapter lb. The sua ~ust be 

detereined on the basis of the facts and circuastances in 

existence on the date on which the tax iaposed by Title 72o 

chapter lbo is deterainedo but in no event later than a date 

18 aonths after the date of the death of the decedent. 

(2) •Closely held business aaount• aeans the value of 

the interest in a closely held business that qu~lifies under 

[subsection (1) of section 141• 

(3) •Internal Revenue Code• .eans the Internal ~evenue 

Code of 19S4. A reference to a specific section of th~t code 

is a reference to that section 3S it ~ay be labeled or 

a•ended. 

(41 •Value• •eans value detormined for thP purposes of 

the Montana inheritance tax. 
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lt~iL~llQ!ia Section lo!te Extension of ti•e for 

transfer of closely held business interest. (11 If the value 

of an interest in a closely held business that is included 

in the 9ross estate for federal estate tax purposes of a 

decedent who was at the time of death a resident of this 

state exceeds 6S~ of the adjusted gross estate• the personal 

representative may elect to pay all or part of the tax 

iaposed oy Title 72o chapter 16o part 3, in 2 or more but 

less than 11 equal install~~~ents. 

(2) The maxi.ua aaount of tax that may be paid in 

installaents is an aaount that bears the same ratio to the 

tax i~osed by Title 72o chapter 16• part 3o as the closely 

neld business a•ount bears to the amount of the adjusted 

gross estate. 

(3) If an election is made under (11 of this section, 

the first installaent •ust be paid on or before a date 

selected by the personal representative that is not more 

than 5 years after the date prescribed by 72-lb-441 for the 

payaent of tax without interest. lEo HOWEVER.~Rfall_~ 

~~THE fEOERAL_EiiATE TAX RETURN fQR __ iiAlf--~lti 

l!AU; _ _.W:LJ.lif._fS IAILUtiJlf,Lli::J.LI!&lll S I ON S o E SU.lllltL.Z.!UHA.l 

llfJI:ILlfil~Lll.\lfbllf_ C 0 DE • ..A.S._AH.ftilillh_A!:l_A110!.![tl __ llf 

liDif&liANCE TAX DllLf.QilALI.Q..I!:iLEEDERAL C&fa!l_~LfAlU 

lilllll!i-lliL_fUliUI _ _fii~ll!ifD_llL..llUliULz.2llLC.L!lLII:if 

ll1llB!!AL. __ af~_c.mlf.r. __ AL-J.M.Ul.llflh Each succeeding 
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installment must be paid on or before the date that is 

year after the ~ate of the preceding install.ant• 

.lil_lLA!:Lf.U.r.llotLl.L!SAQ!; UNQEB I u_oL!I:ill_~l!ltU 

lliLIALilUL!SALI::i.JJ LllLfl.IRII:IfB PEEERREQ U!ULf!LIHLfB.DUllO~ 

UL1cl6-l43<h 

t4ti~l The person entitled to pay the tax in 

installments is the person to whom an interest in a closely 

held business passes. 

~~£ Section l5o Closely held business. (1) 

For the purposes of [section 14]• the term •interest in a 

closely held business" means: 

(a) an interest as a proprietor in a trade or business 

carried on as a proprietorship; 

(D) an interest as a partner in a partnership carrying 

on a trade or business if: 

(i) 20~ or more of the total capital interest in the 

partnership is included in determining the gross estate of 

th~ decedent for federal estate tax purposes; or 

(ii) the partnership had l~ or fewer partners; 

(c) stock in a corporation carrying on a tra~e or 

bu":J.i ness t f: 

(i) 20~ or more in value of the voting stock of the 

corporation is included in determining the gross estate of 

the decedent for federal estate tax purposes; or 

(ii) the corporation had 15 or fewer shareholders. 
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(L) Determination for qualification under {1) of this 

section •ust be •ade as of the ti•e i-.edlately before the 

decedent's death. 

(3) Stock or a partnership interest held by a husband 

and wife as joint tenants or tenants in co••on is treated as 

owned by one sharehol1er or one partner. as the case •ay be. 

(4) Property owned directly or indirectly by or for a 

corporation, partnership, estateo or trust is considered as 

beiny owned proportionately by or for its shareholders, 

partners. or beneficiaries. For the purposes of this 

subsection. a person is a beneficiary of a trust only if he 

has a present interest In the trust. 

(S) All stock and all partnership interests held by 

the decedent or by any aeaber of his fa•lly within the 

meaning of section Zb7(c)(4) of the Internal Revenue Code is 

treated as being owne~ by the decedent. 

~~-S~ll~~a Section \6. Farmhouses and other 

stru~tures taken into account. For the purposes of the 65l 

require•ent of [section 14)• an interest in a closely held 

business that •s the business of far•ing includes an 

inter~~t in residential buildings and relat~d i~provements 

on the far~ which are occupie~ on a regular basis by the 

owner or lessee of the far• or by persons e•ployed by the 

owner or lessee for purposes of operat•ng or maintaininq the 

farm. 
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NEW SECIIQN. Section 17e 

stock not readily tradable. 

Partnership 

(l) If 

SB 0508/02 

interes.ts and 

the personal 

representative elects the benefits. of this s~ctiono at such 

ti.a and in such •anner as the depart•ent eay prescribe: 

(a) for the purposes of subsection (l){b)(i) or 

(l)(c)(i) of (section 1'>]• ~hichever is. appropriate• and for 

the purposes. of [section 181• any capital invest•ent In a 

partnership and any non-readily tradable stocko which after 

the application of subsections (2) and (3) of [section 15) 

is treated as owned by the decedent, shall be treated as 

included in detereining the val~e of the decedent's gross 

estate for federal estate tax purpqses; 

(b) the personal representative shall be treated as 

having selected under (subsection (lJ of section 14) the 

date prescribed by 72-16-ltltl for the pay .. nt of the tax 

without interest: and 

tcl (section 27] does not apply. 

(21 For the purposes of this section. •non-readily 

tradable stock• .. ans stock for which at the ti.. of the 

decedent's death there ~as no earket on the stock exchange 

or in an over-the-counter earket. 

mEW SECTlpN. Section 18. Interests in .are than one 

closely held business. (1) Interests in two or eore closely 

held businesses, ~ith res.pect to which there is included in 

detereining the value of the decedent's. gross estatP. for 
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federal estate tax purposes •ore than 20~ of the total value 

of each business. shall be treated as an Interest In a 

~in1le closely held business. 

121 For the purposes of the 20~ requirement of (11 of 

this section, an interest in a closely held business that 

represents the surviving spouse•s interest in property held 

by the decedent and the s.urvivinq spouse as joint tenrtnts or 

tenants in co~.an shall be treated as having been included 

in detereining the value of the decedent's gross estate for 

federal estate tax purposes. 

HfX_}ECIION. Section 19. Election. An election unner 

[section 14) •ust be aade not later than 18 months after the 

death of the decedent and •ust be •ade in such eanner as the 

depart.ent prescribes. 

6~tiiaH& Section 20. Proration of additional tax. 

(1) If an election is •ade under [section 14] to pay any 

part of the tax ieposed by Title 72• chapter l6o part 3o in 

tnstalleents and an additional tax is determined, the 

addit;onal tax. subject to the li•itation provided by 

(subsection (2) of section 14)o shall be prorated to the 

tnstall~nts payable under [section 14]. 

(2) (a) The part of the additional tax so prorated to 

any installeento the date for payaent of which has not 

arrived. shall be collected at the same time as and as part 

of the tnstall.ant. 
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(b) The part of the additional tax ~o prorated to any 

installment already paid shall be paid on notice and de•and 

from tne dep~rtment. 

(3) This section does not apply if the additional tax 

is due to negligence. intentional disregard of ruleso or 

fraud with intent to evade tax. 

~~-~f~O~ Section 21. Interest. (1) If the ti•e 

for payment of any amount of tax has been extended under 

(s~ctions 13 through 271• interest payable under [section 

27] on any unpaid portion of such a•ount: 

(a) attributable to the first 5 years after the date 

prescribed by 72-1&-441 for the payaent of theta~ without 

interest shall be paid annually; 

(b) attributable to any period after the 5-year period 

referred to in (l)(a) of this section shall be paid annually 

at the same time as and as part of each install.ant pay•ent 

of the tdXo 

(2) In the case of an additional tax to which [section 

20] applies that is determined after the close of the 5-year 

period referred to in (l)(a) of this section• interest 

attributable to such ~-year period and interest assigned to 

any install.ant the date for which has ar~ived on or before 

the date of the assessment of the ad~itional tax .ust be 

paid on notice and demand from the department. 

(31 If the personal representdtive has selectarl a 
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period shorter than 5 years, the shorter period shalt be 

substituted for 5 years in (1) and (2J of this section. 

HEW-~~ Section 22. Acceleration of pay•ent. (1) 

The extension of ti.. for pay.ant of tax provided in 

[section 1~1 shall cease to apply and any unpaid portion of 

the tax payaole must be paid upon notice and deeand of the 

depart.ant if: 

(a) one-third or .are in value of an Interest In d 

closely held business that qualifies under [section 14] is 

distributed• sold, exchanged. or otherwise disposed of; or 

(b) aggreqate ~ithdra~als of eoney and other property 

fro• the trade or ·business, an interest in which qualifies 

under {section l~l• •ade vith respect to such Interest. 

equal or exceed one-third of the value of such trade or 

business. 

(2) In the case of a distribution in rede~tion of 

stock to which section 303 of the Internal Revenue Code or 

so auch of section 304 of the Internal Revenue Code as 

relates to section 303 applies: 

(a) subsection (l)(a) of this section does not apply 

with respect to the ~tock redeemed and. for the purpo~es of 

subsection (l)(a)• the interest in the closely held business 

shall be considered to be such interest reduced by the value 

of the stock redeemed; and 

(b) subsection (l)(h) of this s~ction does not apply 
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with re$pect to withdrawals of mone~ and other property 

distributed ando for the purpose$ of subsection {1)(b)o the 

value of the trade or business snall be considered to b~ 

such value reduced'by the a~ount of ~oney and other property 

distributed. 

(3) Subsection (l)(at of this section does not apply 

to an exchange of stock vursuant to a plan of reorganization 

described in (D)o (E)o or (F) of section 368(a)(l) of the 

Internal Revenue Code or to an excnange to which section 3SS 

of the Internal Revenue tode or so euch of section 3S6 of 

the Internal Revenue tode appli's to section 3SSo but any 

stock received in such an exchange shall be treated for 

purposes of subsection (l)(a) as an interest Qualifying 

under [section 1~). 

(4) Subsection (1)(a} of this section does not apply 

to a transfer of property of the decedent to a person 

entitled by reason of the decedent's death to receive such 

property under the decedent's will, int~state succession. or 

a trust created by tne decedent. 

NEW SECIIONe Section 23. Failure to pay install.ent. 

If any installaent under [sections 13 through 271 is not 

paid on or before the date fixed for its pay~nto including 

any extension of ti8e for the pay~nt of the installment. 

the unpaid portion of the tax payable in installePnts must 

be paid on notice and de•and from the dep~rtment. 
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~ S~CIIDU• Section 21o. Election in the case of 

additional tax. (1) If an additional tax is deter~ined under 

Title 72t chapter 16o part J, and the estate qualifies under 

[section 14] and the personal representative has not made an 

election under [section llt]t the personal representativ~ may 

elect to pay the additional tax in installments. 

(2l •n election under this section must be made not 

later than 60 days after notice and de~and for payment of 

the additional tax has been given by the department and must 

be •ade in the •anner prescribed by the depart~nt. 

(3) 1f an election is •ade under this section, tne 

additional tax shallo subject to the li•itation in 

[subsection (2) of section 1lt]o be prorated to the 

install.ants that ~ould have been due if an election had 

been timely •ade under [section 14]• The part of the 

additional tax so prorated to any installment the date for 

payment of which would have arrived shall be paid at the 

tiae of the making of the election under this section. The 

portion of the additional tax prorated to install~ntso the 

date for pay .. nt of ~hich would not have so arrived, shall 

be paid dt the time such installments would have been due if 

such an election had been made. 

~EW SECTION. Section zs. Security. If the time for 

pay~ent of any amount of tax has been extended under 

[section 24]• the department may reQuire the taxpayer to 
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furnish a bond in an amount not exceeding double the a~ount 

~ith respect to which the extension is granted conditioned 

upun tne payment of the amount extended in accordanc~ ~ith 

thH terms of the extension. 

~f~ECTION. Section 26· Extensions of ti- for 

payment of tax. The running of the period of li~itations for 

collection of any tax imposed by Title 72, chapter 16, part 

3t is suspended for the period of any extension of time for 

payment granted under (section 1~]. 

~E~-SELllOfia Section 21. Interest rate. C 11 If the 

time for payment of an a-aunt of tax i~posed by Title 1Zt 

chapter 16, part 3, is extended as provided in [section 1~] 

interest on the 4~ portion of such a.aunt shall, in lieu of 

the annual rate provided by 72-16-~41, be paid at the rate 

of 4%. For tne purposes of this section, the a~unt of any 

additional tax that is prorated to install.ants oayable 

under [section 24] shall be treated as an a.ount of t3x 

payable in installments under that section. 

[21 For the purposes of this section, •4~ portion• 

means the lesser of: 

{a) 5345,800; or 

(b) the amount of the tax imposed by Title 72• chapter 

16, part 3, which is extended as provided in [section 14]• 

(31 If the amount of tax imposed by Title 1Z, chapter 

l&, part 3, that is extended exceeds the 4\ portion, ~ny 
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payment of a portion of such a~ount shall• for the purpose 

of coaputing Interest for perio~s after such payaent. oe 

treated as reducing the 4\ portion hy an amount that bears 

the same ratio to the amount of such payment as the a.ount 

of the 4% portion, deter•ined witnout regard to this 

section, bears to the amount of tax that is extended as 

provided in {section 14)• 

NEW SE,IIQUa Section 28. Definitions. As used in 

(sections 28 through 39), the following definitions apply: 

(ll •Deferral period• .cans the period for which the 

payment of tax is deferred under (section 14)• 

(2) •Deferred amount• .cans the aggregate aaount 

deferred under [s~ction 14] determined as of the date 

prescribed by 72-16-~~1 for payment without interest of the 

tax imposed by Title 12, chapter 16, part 3o 

(J) •Lien property• •eans interests In real and other 

property to the extent such interests can be expected to 

survive the deferral period and are designated in the 

aqreement referred to in [section 3Z}o 

C~l •Required interest amount• peans the aggregate 

amount of onterest that will be payable over the first ~ 

yPars of the deferral period with respect to the deferred 

amount deter•ined as of the date prescribed for payment 

without interest of the tax imposed by Title 12. chapter 16, 

part 3. 
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N£~ S~CIIQM• Se,tion 29. Lien for tax deferred. In 

the 'a~e of any estate with respe't to whi'h an election has 

been made under [section 14}• if the per~on~l represent~tive 

aakes an election under this section at such tlee and in 

such aanner as tha depart~nt may pre~cribe and files the 

agreeeent referred to in {~e,tion 32) the deferred aaount. 

plus any interest or additional ~mount ~hall be a lien in 

favor of the state on the lien property. 

MEV SfCIIQMa Section 30. Maxiaua value. (1) the 

aaxiaua value of the property that the departaent aay 

require as lien property with resp~ct to any estate is a 

value that is not greater than the sua of the deferred 

aaount and the required interest aaount. 

(2) For the purposes of tll of this section, the value 

of any property is deterained as of the date prescribed by 

72-16-~1 for payaent of the tax without interest and is 

deterained by taking into ac,ount any en,uabrances. 

~~~EbiiUN• Section 31, Partial substitution of bond 

for lien. lf the value required as tien property exceeds the 

value of the interests in property covered by the agreeaent 

referred to in [section lZ}o the depart•ent may dc,ept a 

bond in an aeount equal to such ex,ess 'onditioned on th~ 

payaent of the a.ount extended in accordance with the ter•s 

of the extension. 

~if,IlQM. Section 32. Agreement. ThP agreement i~ 
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a written aqr .... nt stgned b~ ea'h person in being who has 

an interest. whether or not in possession• in any property 

designated in the aqreeaent: 

Cll 'onsenting to the creation of the lien under 

[section 29] with respect to the property; and 

(2) designating a responsible person to be agent for 

the beneficiaries of the estate and for persons who have 

consented to the creation of the lien in deatinqs with th~ 

department on aatters arising under [section 14] or [section 

29). 

8~tLlDK& Section 33. Filing of lien. The lien 

i~osed by [section 29) is not valid against a purchaser, 

holder of a security interesto ae'hanic•s lieno or judgment 

lien creditor until noti'e that •eets the requirement~ of 

Tl-3-204 has been filed by the department• 

~S~CIIONa se,tion 34. Period of lien. The lien 

i•po~ed by (section 29] arises at the time notice is filed 

under [section 33] and continues until 1 ia~ility for the 

deferred aeount is satisfied or beco.as unenforceable by 

reason of lapse of ti•e• 

MEW_iftilO~ Section 35. Priori tie~. Ill A 1 i en f i 1 ed 

under [section 29] is not valid: 

(a) as against real property tax and spe,ial 

assessment liens; 

(bl in the case of real property subject to a lien for 
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r~paor or improvement, as against a mechanic•s lienor; or 

(c) as against a security interest set forth in 

parayraph 3 of section 6323(c) of the Internal Revenue Code, 

whether the security interest came into effect before or 

after the tax lien filing. 

(2) Subsections (1)(b) and (l)(c) of this section do 

not apply to any security interest that came into e~istence 

dfter the date on which the department filed notice that 

payment of the deferred aaount has been accelerated under 

[section 22]• 

M~~ Section 36. Lien in lieu of other tax 

liens. If there is a lien on property under (section 29]• 

the lien under 72-16-'t32 does not apply to the property with 

respect to the same estate. 

tlfH_if~ Section 37. Additional lien property. 

(1) If at any time the value of the property covered by the 

agreement is les~ than the unpaid portion of the deferred 

amount and the required interest a~untt the department may 

require the addition of property to the agreement. The 

department may not require that the value of the property 

covered by the agreement exceed the unpaid portion. 

(2) If property having the required value is not added 

to the property covered by the aqreement or if other 

security equal to the required value is not furnished within 

90 days after notice and demand by the department• the 
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failure to comply shall be treated as an act accelerating 

payment of the lnstall .. nts under (section 22]• 

~~4-i~llOMa Section 38o Lien in 1 ieu of bon~. The 

depart.ent may not require the furnishing of any bond for 

the pay.ent of tax to which an agree~ent that Meets the 

requirements of [section 32] applies. 

~~~llOtia Section 39. Application of definitions 

to additional tax. In the case of an additional tax. a 

separate deferral period, deferred aeount, and required 

interest a-aunt shall be deter•ined as of the due date of 

the first install.ant after the additional tax is prorated 

to install.ents under [section 14]. 

HEW-ilLI!UU. •Section 40o Lien for additional tax 

attributable to far• and closely held business property. (1) 

In tne case of any interest in qualified real property 

within the eeaning of {subsection (11) of section l]t an 

amount equal to the adJusted tax difference attributable to 

such interest within the •eaning of {subsection {3) of 

section 7] is a lien in favor of the state on the property 

in which such interest exists. 

(21 The li~n imposed by this section shall arise at 

the ti111e an election is filed under (section 2} and 

continues with respect to any interest in the qualified real 

property unti 1: 

(a] the 1 iability for tax under (section 7] with 
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respect to such interest has been satisfied or has beco•e 

unenforceable by reason of lapse of ti.e; or 

{b) until it is established to the satisf~ction of the 

depart.ent that ho further tax liability eay arise under 

{section 7] with respect to such interest. 

(3) {Sections 33• 35, and 36} apply with respect to a 

lien iaposed by [section 40)• 

H~~ Section ~1. Substitution of security for 

lien. The depart .. nt aay -rovide by rule for the 

substitution of security for the lien l•posed by [section 

~). 

KEN $£tilQ~ Section ~2. SUbOrdination of liens. The 

depart.ent aay consent to the subordination of a lien 

iaposed by [section Z9 or 40) upon any part of the property 

subject to the lien if the state will be adequately secured 

after the subordination. 

Section 43. Section 72-16-108• ~CA, is a.ended to 

read: 

•72-16-308. Tax to be on clear •arket value 

deductions allowed in deter•ining value -- yaluatjgn of 

~Ai~ra aod b~io~~~cooertx• (1) The tax so i•posed 

shall be upon the clear earket value of such property 

passing by any such transfer to each person, insti-tution, 

association. corporation, or body politic at the rates 

hereinafter prescribed and onl1 upon the excess of the 

-31- 5fl 508 

2 

.. 
5 

b 

1 

8 

q 

10 

11 

12 

13 

14 

n 

16 

l7 

18 

n 

20 

21 

.2.2 

23 

21t 

25 

5!l 0508/02: 

exemption hereinafter granted to such person, in$titution, 

association. corporation. or body politico 

(i) In determining the clear market v~lue of th~ 

property so passing by any such tran$fer. the following 

deductions and no other shall be allowed: 

{a) debts of the decedent owinl at the date of death; 

(bl expenses of funeral and last illne$5; 

(c) all Kontana state, county. sunicipalr and federal 

taxes. inctuding all penalties and interest thereon, owing 

by decedent at the date of death; 

(d) the ordinary expenses of administration. 

including: 

(i) the co .. lssions and fees of executors and 

ad•inistrators and their attorneys actually allowed and 

paid; 

{ii) attorneys• fees. fi1 ing feesr necessary expenses. 

and closing costs incident to proceedings to terminat~ joint 

tenancies. ter•ination of life estates and transfers in 

conteapl•tion of death. and any and all other proceedings 

instituted for the determination of inheritance tax; ~nd 

(e) federal estate taxes due or paid. 

t3) In deterejojog c~market ~~~aluatiao 

2.Lr.IIL..t.2i.D_far.ll_<iDl1-QUlu__uaL.g.r.~.t.t.:t-UX-.-hiL-DI.ui.L_WL1u 

ue.~:.ti2lll-l._tlll.Clwb.-lll.& • 

Section 44. Codification. Sections through 12 of 
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this act are intended to be codifi~d as an integral part of 

2 Title 72o chapter lbo part 3. 

3 Section 45. Effective date. This act is effective on 

4 ~assage ana approval and applies to estates of decedents who 

5 died after Decem~er 3lo l976o 

-End-
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SENATE BILL NO. '>08 

INTRODUCED BY MANLEY 

A BILL FOR AN ACT ENTITLED: •AN ACT TO REVISE TH~ LAWS 

RElATING TO THE DETERMINATION AND PAYMENT Of THE ~ONTAN' 

lNHEKITANC~ TAX; PROVIDING THAT CERTAIN FAR" AND OTHER REAL 

PRJPt~TY. HAY SE VALUED aN THE BASIS OF ITS USE AT THE TIME 

OF THE DECEDENT'S DEATH; PROVIDING AN ELECTION FOR A lS-Y~AR 

INSTALLMENT PAYMENT METHOD FOR THE TRANSFER OF CERTAIN FAR~ 

0~ CLOSELY HELD SUSINESS INTERESTS; AMENDING SECTION 

72-lb-308t HCA; PROVIDING AN JHHEOJATE EFFECTIVE DATE.• 

oE TT ENACTED BY THE LEGISLATURE OF THE STATE Of MONTANA: 

~~_i~~~s Section 1. Definitions. As u~ed in 

(sections 1 througn 12)• the following definitions applf: 

(1) "Adjusted gross value• .eans: 

(a) in the case of an estatet the gross value of all 

transfers subject to the tax imposed by 

determined without regard to [sections 

this rartt 

through 12 J• 

reduced by the amount of unpaid ;nortgages and indebtedness; 

(b) in the case of real or personal property, the 

value of the property for the purposes of this part. 

determined without regard to [sections thrOU·Jh 12)t 

reduced by the amount of unpaid mortqa~es and indebtedne~s. 

(Z) "~gree•ent• means a written agreement si>ncd by 
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each person on heinq who has an interest. whether or not h~ 

is in ~osses~iont in any property 

agre~ment consenting to the application 

with res~ect to such property • 

design-tted in 

of [section 

such 

" z] 

(31 ·~part•ent" .eans the department of revenue. 

(4) •Farm" means truck farms• ranches, nurseries. 

ranges, ~reenhouseso orchards, woodland~• or structures used 

primarily for raising agricultural or horticultural 

c.o•mod•t•es. The term includes stocko 

poultr~, fur-hearin~ animalso and fruit. 

(5) •Farminq purposes" means: 

dairy ani•also 

(a) cultivating the soil or raising or harvesting any 

aqricultural or · hor ti cultural co••odi ty including the 

raising, ~hearinqt feedingt caring for, trainingo and 

managing of ani~als on a far•; 

(bl handling, drying• packingo grading• or storing on 

a farm any agricultural or horticultural co .. odity in its 

unmanufactured state, but only if the owner, tenantt or 

operator of the far• regularly produces more than one-half 

of the commodity so treated; or 

(CJ (i) planting. cultivating. carin~ fort or cuttinq 

trees; or 

(iiJ preparing. other than milling, trees tor market. 

(6) "Internal Revenue Code• means the Internal Revenue 

~ode of 19~4. A reference to a s~ecitic section of that code 
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t~ ~ referen~e to that ~~tion as it mav be \abe~e6 or 

a•el'l<;l;ed. 

111 •!nvoluntary conver~ion• ~eans a co•pulsor~ or 

invol~ntary converston •ithin the aPanin9 of section lOll of 

the Internal Revenue Code• 

t8l •Material participation• is det~r•ined in a •anner 

si•ilar to the •anner used for the purpose~ of section 

l~02(a)tl• of the tnterna\ Revenue todeo 

(9t •Meaber of the faail~• ~an~. •ith respect t~ any 

indivi~alo only the inoiviJual•s ancestor or lineal 

descenllanto oil l in41!oill descendant of, a grandparent of the 

individualt the spouse of t ... e. individual. or the spou~e ot 

any such descendant. For purpose~ of tne preceding sentence. 

a le9ally adopted child of an individual is treated as a 

child of the individual by blood. 

t101 ~oualified heir• •eans, ~ith respect to any 

property, a aeaber of the decedent's fa•ily who acquired the 

property or to ~hoa th~ property passed from th~ decedent. 

If a qualified heir ~isposes of any interest in quAlified 

real property to any ae•b~f of ~is faailyo ~uch aeaber shall 

thereafter be treated as the qualified heir ~ith respect to 

!>UCh interest. 

Ill) •Qualified real property• 5eans rPal property 

located in thi~ state t~at on the date of th~ dec~dent•~ 

death ~a~ bein9 used for a qualified use, but only if> 
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tal 5~\ or ~re of tfte ~ju~tea v~\ue of \~ qross 

estate const~ts of the adj~5te4 value of real or persqnal 

property ttla.l:> 

lil on the date of t~e d~e~nt•s ~eat~ •a5 being use~ 

for a qualif,ed use; and 

liil ~as acqu~red fra. QF ~ss~ fro• the dece~nt t~ a 

qu~\ifie~ heir of the de~ect.ntt 

llill ?S'- IH 111:\lont 111f \1\e <JA~j\lsteQ lfalue of tlw qross 

estate c~sis\s of t~ •djusted 11•\"e of real propertY that 

aeets t~ re~if~n\s of tat(\i) a~d tel of this 

s,~bs. ec t i on;. 

(c) diU lng the a~ year per \od $1\d\l\Q; r;m t!W dat• of t~ 

decedent's death \nere have been pQriods aq§reqating 5. ¥e~rs 

or •ore durinq ~hich' 

(t) the ~••' prQPeftY wa, owned by the ~e~e-.nt or a 

.-eaber of the O.ce~t'• fa•il'l' anc;l us.ed for a q11alified 

\l~e; and 

(ii) there w•• •~terial part~cipation by the decedent 

o~ a ee.Oer of the d~e~t~, f~i\y in t~e ope{ation of the 

fare or ot~f bu•in•••• •nd 

ld} the ~eal property i • ~5o i gnated; in the •l<;~ree:a~>nt 

referred to in [•ub•ection tll of se~tion l}~ 

t 12} Ia) •Qual if ied replace•ent property• 111eans: 

ti) in th~ case of an in¥oluntaf~ conversion a• 

described in section 1033fa)(l) of the Internal ~evenu~ 
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property is 

(ii} in the case of an involuntary conversion as 

described in section 1033(a)(2} of the Internal Revenue 

Cod~. any real property purchased by the qualified heir 

durinq the period specified in section 1033(a)(2)(B) of the 

Internal Revenue Code for the purpose of replacing the 

qualified real property. 

(b) •Qualified real property• only includes property 

that is to be used for the qualified use set forth in {a) or 

(b) of subsection (131 of this section under which the 

qualified real property qualified under (section Zl• 

(13) (a) •Qualified use• ~ans devotion to any of the 

following: 

(i) use as a far• for far•ing purposes; or 

(iil use in a trade or business other than the trade or 

ousiness of far~ing. 

(OJ In the case of real property that meets the 

requirements of subsection (ll)(CI• residential buildings 

and related improvements on the real property occupied on a 

reyular basis by the owner or lessee of the real property or 

by persons employed by the owner or lessee for the purpose 

of operating or maintaining the real property, and roads, 

Du i 1 d i nqs, and other structures and improvements 

functionally related to the qualified use shall be treated 
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as r~al property devoted to the qualified use. 

~f~_if~~£ Section z. Valuation of certain farm and 

real property -- 1 •~itation. (11 If the decedent was ~t the 

time of his death a resident of this state and the personal 

representative elects to have [sections 1 through 121 apply 

ana files an aqree•ent with the department, the value of 

qualified real property for the purposes of the tax imposed 

oy this part is its value for the use under which it 

qualifies under [subsection (111 of section I) as qualified 

real property. 

(2) The aggregate decrease in the value of qualified 

real property taken into account for the purposes of the 

Montana inheritance tax that results fro• the application of 

(1) of thi~ section may not exceed JSoo,ooo. 

~fW-if~lOtl. Section 3. Election for valuation. An 

election for valuation under [sections 1 through 12] must be 

Made within 18 months of the date of the decedent's death 

and must be Made in such .anner as the department may 

prescribe. 

~E~~~Il~Na Section-.. Valuation of farms. I 11 

Except as provided in (21 of this section, the value of a 

farm for farminq purposes is determined by dividing the 

ex: cess of the average annual gross cash rental for 

comparable land used for farming purposes and located in the 

locality of the farm over the averaqe annual state and local 
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rPa1 estate taxes for coaparable tand by the average ann~al 

effective int~est rate for all new federal land bank loans. 

For purposes of the preceding sentence. each average annual 

coaputation awst be aade Oft the basis of the ~ .ost recent 

calendar years ending before the date of the decedent•s 

death. 

(2t The forauJa in ClJ of this section aay not be 

used: 

(a) if it is est.t>H~ed that t.hef"e is no coapa.rable 

1 and fr<:)a wnictll the av-~e ctnrtual q..- KS cash rental aay be 

det.erainedi or 

(b) if the personal representative elects t.o have the 

value of the fare for faraing purposes deterained under 

(section 5]. 

~-~E!.IlQ!ia ~ction '5. Valuation 

business interests. If [section 41 does 

folla.in~ factors apply in deteraininq 

qualified real property: 

of closely held 

not applyo the 

the value of any 

(ll The capitaliLation of incoae that the property can 

be expected to yield for farainq or closely held business 

purposes over a reasonable period of time under prudent 

aanagement using traditional cropping patterns for the areao 

taking into account soil capacity. terrain configur~tiono 

and ~imilar factor~; 

(21 the capitalization of the fair rent~1 value of the 
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land for faraJaRd or c1o•e1y beld business p~rposes' 

(J) assessed 1-d values; 

(~t coeparable sales ~f otner far• or cJose1y nel1 

business I and in the s._ qeographicC:at areoll f¥ enou;)fl 

re.oved from a ~ropofH:01n !H res~rt ~cea $0 t"•*' 
nonaqricultura1 use is ~ a significant factor iA t.fte sale~ 

price; ao-1 

CS) ~¥ other fac~~ that faorly vaJues t~ far8 eT 

closely held .,_.siness value of the pT-operty. 

Sec:ti()l) 6. Tiae J i .i tat.i OAS• {11 H' 

qualified r-1 fHopertJ' is dh>pos~ of or ~eas.es to be used 

for a qual H' ie4 ~-· the statutory per< o'l!l fof" tl>e a$sess111eAt 

of .Jft)' ad<'lot,ionat t- unclef" fsecti- 7) att:ribWtatlte to 

disposition or <.essation -Y not expire JmtiJ 3 ye<trs aft.er 

the date the ..,&r-t..-t is notified., i«'~ a •aoner to oe 

~escr ibed by the dep.v~t• .of the 

cess.M:oon. 

•• sposH:i Qfl or 

(2J fhe additional tax .ay be assessed ~OI"e cthe 

expit"at•on of the J-p- ~i~ ref..-re4 to in (1) of !l:,b.is 

sectjon. notv~·thst.~ong ~ prov•si.ons en A>«~y o.tber l- <>r 

rule of 1- th.-t ~o~ould otflerw.i$e p.re'W.@n4: s.uch asse5-nt. 

tlfJL~~ Sect.ion Y. Oi5po$it:ion w fai t.ure to use 

for qualified use. (lJ T~e is her@by 4aposerl an additiona1 

jnheritance ta• ·if wittljn 15 years af·ter the de<edent•s 

~ath and before the death of the qualified heir: 
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(a) the qualified heir disposes of dny interest in 

qualified real property other than by a disposition to a 

member of his family; or 

(b) the qualified heir ceases to use for the qualified 

use the qualified real property which was acquired or passed 

from the decedent. 

(2) The amount of additional tax imposed by (1) of 

this section with respect to any interest is the amount 

equal to the lesser of: 

(a) the adjusted tax difference attributable to such 

interest; or 

(o) the excess of the amount realized wit~ respect to 

the interest or in any case other than a sale or exchange at 

arm's length, the fair market value of the interest over the 

value of the interest determined under [section 2). 

(3) for the purposes of (21 of this section, the 

adjusted tax difference attributable to an interest is the 

amount that bears the same ratio to the adjusted ta~ 

difference with respect to the estate as determined under 

(4) of this section as the excess of the value of such 

interest for purposes of the ~ontana inheritance tax, 

determined without regard to [sections l through 12]t over 

the value of such interest deter•ined under [section 2] 

bears to a similar excess determined for all qualified real 

property. 
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(4) For the purposes of (3) of this section, •adjusted 

tax difference with respect to the estate• means the excess 

of what would nave been the tax liability but for [section 

2] ovvr the tax liability. For the purposes of this 

subsection, "tax liability• •eans the tax i•posed by Title 

72, chapter 16. 

1~1 for the purposes of this section. if the qualified 

heir disposes of a portion of the interest acquired by or 

pass in~ to such heir or a predecessor qualified heir, or 

there is a cessation of use of such a portion, the value 

det~rmined under rsection 2] taken into account under (ZI!bl 

of this section ~ith respect to such portion shalt be its 

pro rata share of the value of the interest and the adjusted 

tax difference attributable to the interest taken into 

account with respect to the transaction involving the second 

or any succeedinq portion shall be reduced by the amount of 

the tax imvosed by this section ~ith respect to all prior 

transactions involving portions of the interest. 

(6) Jf the date of the disposition or cessation occurs 

•or~ than 120 ~onths and less th~n 180 months after the date 

of the death of the decedent. the a•ount of th~ tax i~posed 

by this section shall be reduced. but not below zeroo by an 

amount determined by •ultiplying the amount of the tax 

determin~d without regard to this subsection, by a fraction 

,n whicn the numerator is the number of full months after 

-10- s~ 5os 
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the death in excess of 120 and the deno•inator is bOo 

{7) In the case of an interest acquired fro~ or 

passing fro• any decedent• if (a) or {b) of subsection tlt 

of this section appties to any portion of an interesto {b) 

or (a) of subsection (1) of this section• as the case •ay 

beo do.s not apply with respect to the sa•e portion of the 

interest• 

(8) Tho additional tax imposed by this section is due 

on the day that is b months aft~r the date of the 

disposition or cessation. 

(9) T~e qualified heir is ,personally liable for the 

additional tax with respect to his interest unless the heir 

has furnished bond that .eets the require•ents of {section 

10]. 

KEM_i~llDK. Section~. Cessation of qualified use. 

For the purposes of {section 7]• real property ceases to be 

used for the qualified use if: 

(l) the property ceases to be used for the qu~lified 

use set forth in (section 1) under which the property 

qualified under [section 1]; or 

{2) during any period of 8 years endinq after the date 

of the decedent's death and before the date of the death of 

the qualified heir, there had been periods aggreq~tinq 3 

years or more during which: 

(a) in the case of periods during which the property 
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was he11 by the decedent, there was no matPrial 

participation by the decedent or any •eMber of his family in 

~he ooeration of the far• or other business; and 

(b~ in ~he case of periods during which the property 

wa$ held by any qualified heiro there was no .aterial 

participation by such qualified heir or any member of his 

family in the operation of the farm or other business. 

9~~,11~ Section 9. Property acquired froM 

decedent. Property is considered to have been acquired fro• 

the decedent if the property: 

11) is so considered under section 1Dl~(b) of the 

Internal Revenue Code; 

12) is acquired by any 

satisfaction of the riqht 

request; or 

person from the estate in 

of such person to a pecuniary 

Ill is acquired by any person from a trust in 

satisfaction of a right, ~hic.h such person has by reason of 

th~ death of the decedento to receive from the trust a 

specific dollar a•ount that is the equivalent of a pecuniary 

request. 

~~i~ll~9& Section 10. Bond in lieu of personal 

liability. (1~ If the qualified heir makes written 

dpvlication tu the department for the determination of th~ 

additional tax that may be imposed oy [section 7] with 

resoect to the qua1 ified heir•s interesto the departmen~ 
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musto as soon as possible and in any event within 1 year 

after the ~aking of the application• notify the heir of the 

maximum amount. 

(2) The qualified heiro on furnishinj a bond in such 

amount and for such period as •ay be requiredo is discharged 

from personal liability for any additional tax imposed by 

[section 7] and is entitled to a receipt or ~riting showinQ 

such discharge. 

~_iECTION. Section 11. Application to interests in 

partnerships• corporations, and trusts. The depart.ent shall 

prescribe regulations setting forth the application of 

[sections 1 through 12) in the case of an interest in a 

partnership• corporation, or trust thato with respect to the 

decedent, is an interest in a closely held business within 

the meaning of [section 15]. 

~EH_Sf~ Section l2o Involuntary conversion of 

qualified real property. (l) lf there is an involuntary 

conversion of an interest in qualified real property and the 

~ual ified heir •akes an election under this section, no tax 

is imposed by [section 7] on the conversion if the cost of 

the qualified replace•ent property equals or exceeds the 

a•ount realized on the conversion. 

12) If (l) of this section does not apply, the tax 

imposed by (section 7)• with respect to any involuntary 

conversion, is the a•ount of tax that. but for this 
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subsection, would have been i•posed on the conversion 

reduced by an a•ount that bears the sa•e ratio to such tax 

as the cost of the qualified replacement property ~ars to 

the a•ount realized on the con~ersion. 

(3) (a) For the purposes of [section 7]• any qualified 

replac~eent property shall be treated in the sa•e .anner as 

if it were a portion of the interest in qualified real 

property that was involuntarily converted, except that with 

respect to such qualified replace.ent property: 

(i) the IS-year period under [section 7) shall be 

extended by any period, beyond the 2-year period referred to 

in section l033{a)(2JIS)(i) of the Internal Revenue Code• 

during which th~ qualified heir was allowed to replace the 

qualified real property; and 

Iii) the phaseout period under [subsection (6) of 

section 7] shall bP appropriately adjusted to take into 

account the extension referred to in (a)(iJ of this see~Toft 

i!J~llllti· 

(b) Any tax ieposed by [section 7) on the in~oluntary 

conversion ~hall be treated as a tax i•posed on a partial 

disposition. The ~rovisoons of [section~] shall ~applied 

by not taking into account periods after 

conversion and before the acquisition 

the involuntary 

of the qualified 

replace•ent property and by treating ~aterial participation 

with respect to the con~erted property as material 
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participation with reapect to the qualified replaceaent 

propertY• 

(«t) The rules of the last sentence of section 

tOJ3(a)(2)(8) of the Internal Revenue Code apply for the 

purposes of [subsection (ll)Ca)liil of section 1 I• 

{5) An election under this section •ay be ~ade at such 

time and in such Manner as pre~cribed by the department. 

~tk-S£tll~a Section ll• Definition~. As used in 

[sections 13 through 27]o the following definitions apply: 

(1) *Adjusted 9ross estate• .eans the clear •arket 

value of the property passing by ,reason of a decedent's 

death deter•ined under Title Tlo chapter 16· The SUM .ust be 

deter•ined on the basis of the facts and circuestances in 

existence on the date on which the tax i•posed by Title 72o 

chapter 16o is deterMined, but In no event tater than a date 

111 aonths after the date of the death of the decedent. 

(21 •tlosely held business a~unt• aeans the value of 

the interest in a closely held business that qualifies under 

(subsection (1) of section l«t]. 

(3) •Internal Revenue tode• .. ans the Internal Revenue 

tode of 19S«t. A reference to a specific section of th~t code 

is a reference to that section as it eay be labeled or 

aaended. 

1~1 •value• eeans value det•r•ined for thP purpnses of 

the Hontdna inheritance t~•· 
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I!IU-litUDfi& Section l4o Ertension of tillllt for 

transfer of closely held bu1tneas interest. (11 If the value 

of an interest in a closely held bu&iness that is included 

in the gross estate for federal estate tax purposes of a 

decedent whO was at the tl .. of death a resident of this 

state exceeds •~t of the adjusted gross estateo the personal 

representative •ay elect to pay all or part of the tax 

ieposed Dy Title 72o chapter 16o part lo In 2 or eore but 

less than 11 equal in&tall .. ntS• 

12) The •axieu• aeount of tax that •ay be paid in 

inlta11 .. nts is an ..aunt that bears the sa .. ratio to the 

tax leposed by Title 72o chapter 16o part 3o as the closely 

held business aaount bears to the aeount of the adjusted 

gross estate. 

(Jt If en election Ia •ede under (11 of this section. 

the first install .. nt .ust be paid on or before a date 

&elected by the personal representative that is not eore 

than 5 years after the date prescribed by 72-lb-«t«tl for the 

pay .. nt of tax without interest. If• HQMEYE8o 6 CIEOII l$ 

~~!HE FEQERIL ESTATE f61 BE!URN EQB__i!Alf-~ 

LLl£i_ QH IUE ESIA!E UHD~R JHE PROyJSJqN$ OF Sft{IQN lQlll6) 

Of UtE IJ!IIEIML. IEltEfiiUE (;RA£o 65 I!UNQELlo AN-A!!.allW:-llf 

INHERII6J!ItE TAl DUE EAU6L. TO THE fEOEB6L C8EQII ~f_fA!U 

JtUH~ EST ABU SHED IN SE[;UQ'L.nllJ.{.I Of HH 

.lltll.&?t&L--RfXEWlL_t.Wlt£-AL--A!!DIDfiU Each succeed i n< 

-lb- ss soe 

,, 
"' A.: .. "' "· 

1<f; 



2 

3 

4 

'j 

b 

7 

8 

9 

10 

11 

12 

13 

14 

15 

lb 

l7 

18 

19 

20 

21 

22 

23 

24 

Z'J 

' 

SB 0506/02 

installment must be paid on or before the date that is 

year after the date of the preceding installaento 

1~1--lE_A~-~~kll~-li-~Qf_UHQEB-ill-OE-1~~--~~ 

lti~_lAX-0Uf_~t-UOI_aE-£UBIHfR_QfffB&fD-UHOf&-~E-f&~~Ott5 

OE-IZ=16=l~Jda 

t'ttlll The person entitled to pay the tax in 

installments is the person to who• an interest in a closely 

held business passes. 

~~if~ Section l'>• Closely held business. (ll 

For the purposes of [section 14)• the term "interest in a 

closely held business• means: 

(a) an interest as a proprietor in a trade or business 

carried on as a proprietorship; 

(o) an interest as a partner in a partnership carrying 

on a trade or business if: 

(i) 20~ or more of the total capital interest in the 

partnership is included in determining the gross estate of 

the decedent for federal estate tax purposes; or 

(ii) the partnership had l'J or fewer partners: 

(c) stock in a corporation carrying on a trade or 

business if: 

(i) 20~ or mora in value of the voting stock of the 

corporation is included in determining the gross estate of 

the decedent for federal estate tax purposes; or 

(ii) the corporation had 15 or fewer shareholders. 
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121 Ueter•onation for qualification under (1) of this 

s~ction must be made as of tne time im~ediately before the 

dec~dent•s death. 

(J) S.tock or a partnership interest hel~ by a husb~nd 

and wife as JOint tenants or tenants in co••on is treated as 

owned by one shareholder or one partner. as the case may be. 

(4) Property owned directly or indirectly by or for a 

corporation. pdrtnership, estate. or trust is considered as 

beiny owned proportionately by or for its shareholders, 

partn<Hs, or beneficiaries. For the purposes of this 

subsection, a person is a beneficiary of a trust only if he 

has a present interest in the trust. 

(5) All stock and all partnership interests held by 

the decedent or by any .e•ber of his family within the 

meaning of section Zb7[c)(~J of the Internal Revenue Code is 

treated as beinq owned by the decedent. 

~fH-SfkllC~a Section lbo Farmhouses and other 

stru~tures tak~n into account. For the purposes of the b'J~ 

require•ent of [section l't]• an interest in a closely held 

business that is the business of farming includes an 

onter~st in residential buildings and relat~d improvements 

on t~~ far~ which are occupied on a regular basis by the 

owner or lessee of the farm or by persons employed by the 

o~ner or lessee for purposes of operatong or maintaining the 

farm. 
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Sec~ion 11. Par~nership in~eres~s and 

s~ock not reacli I y tradable. (lJ (f ~he personal 

representative elects the benefits of this section. at such 

t i - a Ad i n SIKh Unner •s ~he depar t-nt •ay presc r i be: 

(a, for ~he purposes of subsecti~ {lJ(b){iJ or 

ClJ(c)(i) of {section lS]o whichever is appiapriateo and for 

the purposes of (section 18}• any capital investaent in a 

partnership and any non-readily tradable stocko Which after 

the application of subsections C2J and (3J of (section 15) 

is treated as owned by the decedent. shall be treated as 

included in deter•ining the val~ of the decedent's 9ross 

es~ate for federal estate tax purposes; 

(b) the personal representative shall be treated as 

havinq selected under (subsection (lJ of section 1~] the 

date prescribed by 12-16-~~1 for the pay .. nt of the ~ax 

without interest; and 

{c) [section 27} does not apply. 

(l) For the purposes of this sectiono •non-re~dily 

~radable stock• .. ans s~ock for which at the ti•e of the 

decedent's death t~e was no •arke~ on the stock exchaAge 

or in an over-the-counter •arket. 

fiet-lllllllf!la Section 18. lntt>rests in -re than one 

closely held business. (1t Interests in two or .or~ closely 

held businesses, with respect to which there is included in 

det~r~inin9 the value of the decedent•s gross estat~ for 
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federal estate t.x purposes .. re than 20~ of ~he total value 

of each business• shall be ~reated as an interest in a 

~inq1e closely held business. 

(2t for tne purposes of ~he 20t require .. nt of (lt of 

this sectiono an interest in a closely held business that 

revresents the surviving spouse's interest in property held 

by the decedent and ~he surviving spouse as joint tenants or 

tenants in e-n shall be treated as hawing beeR included 

in deter•ining ~he value of the decedent's gross esta~e for 

federal esta~e tax purposes. 

tl£11 SECJitw. Section 19. Election. An election un<!er 

(section 1~ 1 IIUS~ be .acle not I ater than 18 .anths af~er the 

dea~h of the decedent and .ust be -de in such •anner as ~he 

depart .. nt prescribes. 

~~ Sec~ion 20. •roration of additional tax. 

{lt lf an election is aade under [section 1~) to pay any 

par~ of the tax i~sed by Title Jl• chapter l6o part. 1o in 

install .. nts and an addi~ional tak is deter•inedo the 

addi~ional tax. subject to the li•i~ation provided by 

[subsection (.l:t of sec~ion 1,), shall be prorated to the 

install .. nts payable under (sec~ion l~]. 

(2t (at The part of the additional tax so ~orated to 

any inst.all.ent. the date for payeent of which has not 

drrived. shall be collected at the sa.e tiae as and as ~Jr. 

of the install .. nt. 
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(b) The part of the additional tax so proratea to any 

installment already paid shall be paid on notice and demand 

from the department. 

(3) This section does not apply if the additional tax 

is due to negl igenceo intentional disregard of rules. or 

fraud with intent to evade tax. 

~~-it~ Section 21. Interest. (1) If the ti•e 

for payment of any amount of tax has been extended under 

[s~ctions 13 through 27]• interest payable under [section 

27) on any unpaid portion of such a~ount: 

{a) attributable to the first 5 years after the dat~ 

prescribed by 72-16-441 for the payment of the tax without 

interest shall be paid annually; 

(b) attributable to any period after the 5-year period 

referred to in {1)(a) of this section shall be paid annually 

at the same time as and as part of each installment pay•ent 

of the tax. 

(2) ln the case of an additional tax to which [section 

20} applies that is determine~ after the close of the 5-year 

period referred to in (l){a) of this section, interest 

attributable to such 5-year period and interest assigned to 

any installment the date for which has arrived on or before 

the date of the assessment of the additional tax aust be 

paid on notice and demand from the department. 

(3) If the personal representative has select~d a 
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period shorter than 5 years. the shorter period shall be 

substituted for 5 years in (l) an~ (2) of this section. 

rt~_:it.t.ll·J:ia Section 22. Acceleration of pay•ent. (1) 

Th~ extension of ti•e for pay-ant of tax provided in 

[section 1~] shall cease to apply and any unpaid portion of 

the tax payable •ust be paid upon notice and demand of the 

dep~rt11ent if: 

(a) one-third or more in value of an interest in a 

closely held business that qualifies under [section 1~] is 

distributed. sold• exchanged, or otherwise disposed of; or 

(OJ agqreqate withdrawals of •oney and other property 

fro• the trade or business, an interest in Nhich qualifies 

under (section 1~1• aade with respect to such interest. 

equal or exceed one-third of the value of such trade or 

business. 

(2) In the case of a distribution in redemption of 

stock to which section 303 of the Internal Revenue Code or 

so •uch of section 30~ of the Internal Revenue Code as 

relates to section 30) applies: 

(a) subsection (l)(a) of this section does not apply 

with respect to the stock redeemed and, for the purposes of 

subsection (l)(a)• the interest in the closely held business 

shall be considered to be such interest reduced by the value 

of the stock redeemed; and 

(b) subsection (l)(b) of this section does not apply 
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woth respec' to wlthdrawats of .one¥ and other ~roperty 

di~tri~t.O aft4o for t~ pur~ose~ af subsection Clllb)o the 

value of th9 trade or bu~iness shalt be considered to be 

such value reduced by the a.ount of .oney and other prope~ty 

•Usu ib.uted• 

fll Subsection (llta} of this section does not apply 

to an exchange of stock pursuant to a plan of reorganization 

descrobeO an ID)o lEt• or If) of section )b8(a)Ul of the 

lnter~l Reveaue CoO. or to an excnange to which section )55 

of the Internal Revenue Code or ~o much of sectjon )56 of 

the Internal aev- Code apt)lies to sectton 355, but any 

stoc:k received in s\Kh an exchan~ !!.hall be treatPd for 

purposes of subsection (l)(a} as an interest quatofyinq 

under (section 14). 

(4) Subsection tlltal of this section does not apply 

to a transfer of property of the decedent to a person 

entitled by r•~on of the decedent • s death to receive such 

property ~der the Oecedent•s willo intPstate successiono or 

a trust created by the decedent. 

MEW ittllQMa Section 21. Fail~re to p~y install.ent. 

If an1 install .. nt under [sec\ions ll through 27} is not 

paid on or before the date foxed for its pay .. nt• including 

~y extension of ti.e for the payment of thr installMent• 

the unpaid portion of the tax payable in installments ~ust 

be paid on notice and de.and fro• the department. 
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~EW SE,Il~a S.ction 24. Eleetoon on the case of 

addittonal ta». {1) If ~ ~otional tax is detereoned under 

Title ll• ch4pter lb• part ~. and the estate qualifies under 

[sectoQft l"l ~nd the personal represe~tatove has not •a6e an 

electlon under (s•ction l")• the personal representativ~ ~ay 

elect to p•y the additional tax <n install.ents. 

tll An ehtc:Uon Yftder this secUOft -st be .aoe not 

later t)lan f>O da'r$ after -ti,c:e atWt o..a.d for pa.,..nt of 

the additoonal tax t\fl ~ giv- by the ct.part-nt and WtUSt 

be •ade in the aanner prescribed by the departaent. 

tl) If .,. elecUOA is -48 vn4er tbis, section. the 

additional tax snalle subject to 

[subsection (~) of section 14)• 

>nstall .. n.ts tMt would hav• been due 

been ti -• y aaoe UtUhtr ( section 

the liaitation 

be prorated to 

in 

the 

lf 

1" }• 

aft 

The 

elect<on hi>d 

part of the 

additional tax so prorated to any tA$tall .. nt the date for 

pay .. nt of which .ould have arrived shall be paid at the 

t.i- of the ~aakonq of the election under this s,ecHon. Tne 

portion of the additional tax prorated to in5tallment!!.o the 

date for payeent of which would not have $0 arr<ved, shall 

be paid ott the ti- such inst.al1eents would have !>een due if 

such an electiOft had been ..oe. 

Section 2~. Security. If t.he tiMe fo~ 

pay .. nt of any a•ount of tax has been extended u~de• 

[section Zit}• the depart•ent may require the taxpayer tc 
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furnish a bond in an amount not ~xceeding double the amount 

with respect to which the extension is granted conditioned 

upon t~e payment of the amount extended in accordance with 

the terms of the extension. 

~i~-S~IlO~ Section 26· Extensions of ti- for 

payment of tax. The running of the period of li~itations for 

collection of any tax imposed by Title 72o chapter l6o part 

3, is suspended for the period of any extension of ti~e for 

payment granted under [section 1~]. 

~_s~tllO~& Section 27• Interest rate. c 11 If th .. 

time for payment of an a•ount of tax imposed by Title 72o 

chapter 16. part 3o is extended as provided in [section 1~] 

interest on the 4~ portion of such amount shall, in lieu of 

the annual rate provided by 72-16-441• be paid at the rate 

of 4%. For tne purposes of this section, the a.aunt of any 

additional tax that is prorated to installments payable 

under [section 24) shall be treated as an a•ount of tax 

payable in install•ents under that section. 

121 For the purposes of this section, •4~ portion• 

means the lesser of: 

(a) S345o800; or 

(b) the a•ount of the tax imposed by Title 12, chapter 

16, part 3o which is extended as provided in [section 14]. 

{3) If the amount of tax i•posed by Title 11, chapter 

16, part 3o that is extended exceeds the 4% portion, any 
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payment of a portion of such amount shallo for the purpose 

of coaputin9 interest for periods after such pay•ento be 

treated as reducing the 4% portion hy an amount that bears 

the same ratio to the aaount of such payment as the a.aunt 

of the 4~ portion. deter•ined without regard to this 

section. bears to the a•ount 

provided in [section 1~]· 

~tW-iitllCHa Section 28. 

of tax that is extended as 

Definitions. As used in 

(sections za through 19}• the following definitions apply: 

111 •Deferral period• ~ans the period for which the 

payment of tax is deferred under [section 1~]• 

(2) •Deferred aaount• ~ans the aggregate a.aunt 

deferred under [s~ction 14) determined as of the date 

prescribed by 72-16-441 for pay~ent without interest of the 

tax imposed by Title 72o chapter l6o part 3• 

{3) •tien property• •eans interests in real and other 

property to the extent such interests can be expected to 

survive the deferral period and are designated in the 

aqreement referred to in [section 32]. 

(~) •Required interest amount• means the aggregate 

amount of onterest that will be payable over the first 4 

years of the deferral period with respect to the deferred 

a•ount determined as of the date prescribed for payment 

without interest of the tax imposed by Title 72o chapter 16, 

part 3. 
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~-lt~Gia Section 29. Lien for tax deferred. In 

the case of ~Y ~•tate with respect to which 4n el~tion h3s 

been aade under {section 14]• if the personal r~present~tive 

.akes ~ election un4er this section at such ti~ and in 

such aa~r as the depart.ent •ay prescribe and fi,es the 

aqreeaent referred to in (section 12] the defer~ed ~.ount• 

plus any interest or additional aaount shall be a lien in 

favor of the state on the lien property. 

Section 30. ~a~iaua value. (1) The 

aaxiaua value of the property that the departaent aay 

require as lien property with resp~ct to any estate is a 

value that is not ~reater than the sua of the dPferred 

aaount and the required interest aaount. 

121 For the purposes of 111 of this section• the value 

of ~ny property is deteralned as of the date prescribe~ by 

72-16-441 for pay .. nt of the tax without interest and is 

deterained by taking into .ccount any encuabrances. 

a~1~titgu, Section 31• Partial substitution of bond 

for lien. lf the va,ue required as lien property e•ceeds the 

yalue of the interests in property co¥ered br the agree•ent 

referred to in [section 32]• the depart~ent may d<cept a 

bond in an aaount equal to such eKcess conditioned on the 

pay•ent of the ~•oont extended in accordance with the teras 

of the eKten5iOno 

~~llQ~ Section 3Z. Aqreeaent. The agreeaent is 
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a wr i ttel\ agr-nt. si9fted by each pen;.on in beift9 whO has 

an interest• whether or aot in possession• in any property 

designated in the agreeaent: 

Cl) consenting to the cre•tion of the lien under 

{section Z9J with respect to the property; and 

C 2) desi gnat i n9 a responsible per son to be agent for 

the beneficiaries of the estate and for persons who have 

consented to the creation of the lien in dealings with the 

depart .. nt on aatters arising under [sectiOft lft) or (section 

l9 I• 

Section 33• Filing of lien. The lien 

iaposed by {section Z9J is not valid against a purchaser. 

holder of a security interest• .echanic•s lien• or judg.ent 

lien creditor until notice that ... ts the require.ent• of 

lt-l-204 has been f lled by the depart .. nt• 

fl£1LRUIQL Section 3~. Period of Hen. The Uen 

ieposed by (section Z9J arises at the tiae notice is filed 

under [section 311 and continues until liability for the 

deferred a~t is .atisfied or becoaes unenforceable by 

reason of l~se of tl ... 

~~Ilaka· Section 35. Priorities. (1) A lien filed 

under [section 291 is not valid: 

(a) as a9ainst real property tax and special 

assess .. nt liens; 

(b) in the case of real property subject to a lien for 
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repair or improvement• as against a mechanic"s lienor; or 

(cl as against a security interest set forth in 

pardgraph 3 of section 6323(c) of the Internal Revenue Codeo 

~hether the security interest ca.e into effect before or 

after the tax lien filing. 

(2) Subsections (l)(b) and (l)(c) of this section do 

not apply to any security interest that came into existence 

after the date on which the depart~nt filed notice that 

payment of the deferred amount has been accelerated under 

[section 2l]o 

N~-Sf~~ Section 36• lien in lieu of other tax 

liens. If there is a lien on property under [section 29}• 

the lien under 72-16-432 does not apply to the property with 

respect to the same estate. 

tl~-S£~~ Section 37. Additional lien property. 

(1) If at any time the value of the propeo·ty covered by the 

agreement isles~ than the unpaid portion of the deferred 

amount and the required interest amounto the department may 

require the addition of property to the agreement. The 

department may not require that the value of the property 

covered by the agreement exceed the unpaid portion. 

(2) If property having the required value is not added 

to the property covered by the agreement or if other 

security equal to the required value is not furnished within 

90 days after notice and demand by the department. the 
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f~ilure to comply shall be treated as an act accelerating 

payment of the install.ants under [section 22]• 

~t4_i~~ll0~A Section 38. Lien in lieu of bond• The 

uepartment may not require the furnishing of any bond for 

the payment of tax to which an agreement that meets the 

requirem~nts of [section 32) applies. 

~~_if~llQ~a Section 19. Ap~lication of definitions 

to additional taKo In the case of an additional tax. a 

~eparate deferral periodt deferred amount. and required 

inter~st a•ount shall be determined as of the due date of 

the first install.ant after the additional tax is prorated 

to installments under (section 14). 

l:j~_i~QtU ·Section 40. Uen for additional tax 

attributable to far~ and closely held business property. (11 

In tne case of any interest in qu~lified real property 

~ithin the m~aning of [subsection Ill) of section l)t an 

aaount equal to the adjusted tax difference attributable to 

such interest within the meaning of {subsection (3) of 

section 7] is a lien in favor of the state on the property 

in which such interest exists. 

(2) The lien imposed by this section shall arise at 

thd time an election is filed under (section Z] and 

continues with respect to any interest in the qualified real 

property until: 

Cal the liability for tax under (section 7] with 
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re~pe<~ to ~uch intere~t ha~ been sati~fied or has becoae 

unenforceable by rea5on of lap~e of ti•e: or 

(b) untit it is established to the satisfaction of the 

depart .. nt that RO further ta• liability aay arose under 

(sec~lon l) with respect to such interest. 

(3) (S~tions 33, 35o ano 3~) apply with respect to a 

lien iaposed by [section o\0)• 

H~M Si,ll~• Sec\ion o\1. Subs\itution of securo\y for 

1 ien. The depart .. nt _., provi6a by rule for the 

substitution of security for the lien laposed by (section 

'oO)• 

Hi¥-1££~ Section o\2. SubOrdination of liens. The 

depart.ent .ay consent to the subordination of a lien 

i~osed by (section 29 or o\0} upon any part of the property 

subject to the lien if the state will be adequately secured 

after ~he subOrdination. 

Section o\3. Section l2-16-108o MCAt is a .. nded to 

read: 

•JZ-16-308. Ta• to be on clear •~kat valU9 

oeductions allowed in deter•ining value ==-liAl.u.u.iQD..Q! 

~~~od b~sintA&-gEQAC[t»• Ill The ta• so iepo~ed 

~hall be upon the cl.ar ~ket value of such property 

pa!;siA9 by any such tran5ofer to Pacn per5oo~h in!ltitution, 

d~5oociationo corporation. or body politic at t~e rate~ 

hereinafter prescribed and only upon the ••cess of the 
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e~e~tion hereinafter granted to such person. institution. 

association• corporation• or body politic. 

('l In O.teralning the clear •~kat value of th~ 

proper~y so passing by any such transfer• the following 

deductions and no other shall be allowed: 

Ia} de~ts of the decedent owin~ at the date of death; 

(bl e•penses of fUReral and last illness~ 

(cl all Montana state, coyntyo .unicipa1o and federal 

taxes. includln9 all penaltles and Interest th9reono owing 

by decedent at the date of death; 

l<H tM ordinary expenses of adalni~trationo 

including:· 

t i) the c-lssions and fees of exCKutors and 

adainistrators and their attorneys .ctually allowed and 

paid; 

loi} attorneys' fees• foling fees• necessary e•penseso 

anG closing costs inci4ent to proceedings to tereinat~ joint 

tenancies, teraination of life e!ltates and trdnsfers in 

conte~latoon of deathe and anr and all other proceedings 

instituted for the deteraination of inheritance ta•; ~nd 

te} federal estate taxes dUe or paid. 

ill.. ln.. AAt.n•ioiog clur Nrloet. uhaLL-t..bt...ll.illY4tign 

Qf...s;ecuio f.&t.LOGG ot.bar real RCAQ«d.y Ml .-hL._madL,_unJu 

Uilf.li.GI.U-1-s.I:H:~-llJ..a" 

.. 

Section o\o\. Codification. Sections 1 through 11 of 
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this act are intended to be codified as an inteqral part of 

2 Titl~ 7:Z, chapter 169 part 3o 

3 Section 45. Effective date. This act is effective on 

4 ~assaqe and approval and applies to estates of decedents who 

5 died after Oece•ber 319 1978. 

-End-
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SENATE BILL NO. 508 

INTRODUCED SY MANLEY 

A BILL FOR AN ACT ENTITLED: •AN 

RELATING TO THE DETERMINATION 

ACT TO REVISE THE LAWS 

AND PAYMENT OF THE MONTANA 

INHERITANCE TAX; PROVIDING THAT CERTAIN FARM AND OTHER REAL 

PROPERTY HAY BE VALUED ON THE BASIS OF ITS USE AT THE TIME 

OF THE DECEDENT'S OEATHi PROVIDING AN ElECTION FOR A 15-YEAR 

INSTALLMENT PAYMENT METHOD FOR THE TRANSFER OF CERTAIN FARM 

OR CLOSELY HELD BUSINESS INTERESTS; AMENDING SECTION 

12-1&-308, MCA; PROVIDING AN IMMEDIATE EFFECTIVE DATE.• 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANAt 

MEW SECTION. Section le Definitions. As used In 

[sections 1 through 1Z)w the following deflnltlons apply: 

(1) •Adjusted ~ value• .. ans~ 

{a} in the case of en • &BOSS estateo the gross value 

of all transfers subject to the tax l•posed 

deteralned without regard to [sections 

by this part, 

1 through 12)o 

reduced by the a.ount of unpaid aortqages and indebtedness; 

(b) in the case of real or personal property, the 

value of the property for the purposes of this parto 

deter~ined without regard to [sections 1 through 12)• 

reduced by the aaount of unpaid ~rtgages and Indebtedness. 

(2) •Agre .. ent• .eans a written agr~eaent signed by 
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each person In being who has an interest, whether or not he 

Is in possesslono In any property designated In such 

aqre-nt consenting to the appllcnion of [section 'f i. :Z) 

with respect to such property. 

( 3) •aepart.ent• -ens the dtlpart.ent of r-enue. 

(4) •Far•• •eans truck far•s• ranches, nurseries, 

ranqes, greenhouses, orchards• woodlands, or structures used 

prl.arlly for raising agricultural or horticultural 

caa.odltles. The ter• Includes stocko dairy aniaalso 

poultryo fur-bearing anlaalso and fruit• 

(5) •Faralng purposes• aeans: 

(a) cultivating the soil or raising or harvesting 

agricultural or· horticultural co.aodlty Including 

any 

the 

raising, shearing• feeding, caring foro training, and 

.. naglng of ani!Nls on a fer•; 

(b) handling, drying• packing, grading, or storing on 

a fare any agricultural or horticultural coa.odlty In Its 

unaanufactured state. but only If the ovner, tenant• or 

operator of the far• regularly produces .are than one-half 

of the coa.odlty so treated; or 

(c) (I) planting, cultivating9 caring for 9 or cutting 

trees; or 

(II) preparing, other than •llling• trees for •arket. 

(6) •Internal Revenue Code• aeans the Internal Revenue 

Code of 1954. A reference to a specific section of that code 

-2- ss 508 
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Is a reference to that section as it aay be labeled or 

a .. nded. 

(7) •Involuntary conversion• eeans a compulsory or 

Involuntary conversion within the eeaning of section 1033 of 

the Internal Revenue Code. 

(8) •Material participation• Is deter•lned In a •anner 

si•llar to the •anner used for the purposes of section 

11t02(a)(l) of the Internal Revenue Code. 

(9) •Heaber of the fa•ily• eeans, with respect to any 

Individual, only the Individual's ancestor or lineal 

descendant, a lineal descendant of a grandparent of the 

Individual, the spouse of the Individual, or the spouse of 

any such descendant. For purposes of the preceding sentence, 

a legally adopted child of an Individual is treated as a 

child of the Individual by blood. 

(10) •Qualified heir• .. ans 9 with respect to any 

property, a •llber of the decedent's fa•lly who acquired the 

property or to who• the property passed fro• the decedent. 

If a qualified heir disposes of any Interest In qualified 

real property to any •e•ber of his faallyo such aeaber shall 

thereafter be treated as the qualified heir with respect to 

such Interest. 

(11) •oua~ifled real property• .eans real property 

located In this state THAT HAS At0JIBEQ fROft QB PASSEQ FRQH 

JHE DfCEQENT TQ A QUA!IfiEQ HEIR QE THE QfCFPENI ANQ that on 
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the date of the decedent's death was being used for a 

qualified use, but only If: 

(a) SOX or •ore of the adjusted value of the gross 

estate consists of the adjusted value of real or personal 

property that: 

(IJ on the date of the decedent's death was being used 

for a qualified use; and 

(II» vas acquired froe or passed fro• the decedent to a 

qualified heir of the decedent; 

(b) 25S or eore of the adjusted value of the gross 

estate consists of the adjusted value of real property that 

aeets the requlreeents of (at(ii) and (c) of this 

subsectIon; 

(c) during the 8-year period ending on the date of the 

decedent•s death there have been periods aggregating 5 years 

or .are during which: 

(i) the real property was owned by the decedent or a 

eeeber of the decedent's faeily and used for a qualified 

use; and 

(li) there was eaterlal participation by the decedent 

or a •eaber of the decedent's faMily in the operation of the 

far• or other business; and 

(d) the real property Is designated in the agree•ent 

referred to In [subsection (2) of section 1]. 

(12) (a) •Qualified replace .. nt property• aeans: 

-It- SB 508 
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(i) in the case of an involuntary conversion as 

described in section 1033(a)(l) of the Internal Revenue 

Code, any real property Into which the real property Is 

converted; 

(ii) in the case of an involuntary conversion as 

described In :action 1033(a)(2) of the Internal Revenue 

Code, any real property purchased by the qualified heir 

during the period specified In section 1033(a)(2)(S) of the 

Internal Revenue Code for the purpose of replacing the 

qualified real property. 

(b) •Qualified ree+ REPLACEMENT property• only 

includes property that is to be used for the qualified use 

set forth in (a) or (b) of subsection (13) of this section 

under which the qualified real property qualified under 

[section 2]• 

(13) (a) •Qualified use• ~~&ans devotion Of THE 

PROPERTY to any of the following: 

(i) use as a farm for far•ing purposes; or 

(ii) use in a trade or business other than the trade or 

business of farming. 

(b) In the case of 

requirements of subsection 

real property that meets the 

(11)(c)w residential buildings 

and related improve•ents on the real property occupied on a 

regular basis by the owner or lessee of the real property or 

by persons employed by the owner or lessee for the purpose 

-5- S.B 508 

1 

z 

3 

4 

s 
6 

1 

8 

9 

10 

11 

12 

13 

.... 
15 

16 

11 

18 

19 

20 

21 

22 

23 

24 

25 

SB 050Bj03 

of operating or salntalning the real property, and roads, 

buildings, and ether structures and i•prove~~&nts 

functionally related to the qualified use shall be treated 

as real property devoted to the qualified use. 

NEW SECIIQN. Section 2. Valuation of certain far• and 

real property-- ll•ltatlon. (1) If the decedent was at the 

ti.e of his death a resident of thia state and the personal 

representative elects to have [sections 1 through 12] apply 

and files an agree.ent with the depart.ant• the value of 

qualified real property for the purposes of the tax i~sed 

by this part Is its value for the use under which it 

qualifies under [subsection (111 of section 1] as qualified 

real property. 

(2) The aggregate decrease In the value of qualified 

real property taken Into account for the purposes of the 

~ontana Inheritance tax that results fro. the application of 

(1) of this section .ay not exceed ssoo,ooo. 

HEW SECTIQN. Section 3. Election for valuation. An 

election for valuation under [sections 1 through 12] •ust be 

•ade within 18 •onths of the date of the decedent•s death 

and must be aade in such •anner as the depart•ent •ay 

prescribe. 

NEW SECTION. Section 4• Valuation of far•s• (1) 

Except as provided in (2) of this section, the value of a 

farm for far•ing purposes is determined by dividing the 
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excess of the average annual gross cash rental for 

coaparable land used for far•lng purposes and located In the 

locality of the fa~• over the average annual state and local 

real estate taxes for coaparable land by the average annual 

effective interest rate for all new federal land bank loans. 

For purposes of the preceding sentence. each average annual 

c011putatlon 1111st be .aft on the bas is of the 5 110st. recent 

calendar years ending before the date of the decedent•s 

death. 

(2) The for.ula In (1) of this section aey not be 

used: 

(aJ If it Is established that there Is no co~arable 

land froa which the average annual gross cash rental aay be 

deter•lned; or 

(b) If the personal representative elects to have the 

value of the far• for far•lng purposes deter•lned under 

[section 5}• 

NEW SE&IlQN. Section 5. Valuation of 

business Interests. If [section It] does 

following factors apply In deteralnln9 the 

qualified real property: 

closely held 

not appl Y• the 

value of any 

(1) The capitalization of lncooe that the property can 

be expected to yield for faralnq or closely held business 

purposes over a reasonable period of tiae under prudent 

aanageaent using traditional croppln, patterns for the area, 
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taking Into account soil capacitye terrain configuration, 

and sl•llar factorsl 

(2) the capitalization of the fair rental value of the 

land for far•land or closely held business purposesi 

(3) assessed land values; 

(It) coaparable sales of other far• or closely held 

business land In the sa.a geographical area far enough 

removed from a .. tropolltan or resort area so that 

nonagricultural use Is not a significant factor In the sales 

pricei and 

(5) any other factor that fairly values the farm or 

closely held business value of the property. 

NEW SE&TIQie Section 6. II .. li•ltations• (l) If 

qualified real property is disposed of or ceases to be used 

for a qualified usee the statutory period for the assess•ent 

of any additional tax under [section l] attributable to 

disposition or cessation aay not expire until 3 years after 

the date the depart .. nt Is notified, in a manner to be 

prescribed by the depart .. nte of the disposition or 

cessation. 

(2) The additional tax aay be assessed before the 

expiration of the 3-year period referred to in {1) of this 

section• notwithstanding the provisions of any other law or 

rule of law that would otherwise prevent such assessMent. 

NEH SE&IIQN. Section 1. Disposition or failure to use 
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for qualified use. (l) There is hereby i~posed an additional 

inheritance tax if within 1~ years after the decedent's 

death and before the death of the qualified heir: 

:~' th2 qualified heir disposes of any interest in 

qualified r~al property other than by a di~position to a 

~ember of his family; or 

(b) the qualified heir ceases to use for the qualified 

use the qualified real property which was acquired or passed 

from the decedent. 

(2) The amount of additional tax i~posed by (1) of 

this section with respect to any Interest is the a•ount 

equal to the lesser of: 

(a) the adjusted tax difference attributable to such 

interest; or 

(b) the excess of the a•ount realized with respect to 

the interest or in any case other than a sale or exchange at 

ar~•s length, the fair •arket value of the interest over the 

value of the interest deter•ined under [section Z]• 

(3) For the purposes of (2) of this section, the 

adjusted tax difference attributable to an Interest Is the 

a~ount that bears the sa.e ratio to the adjusted tax 

difference with respect to the estate as deter•lned under 

(4) of this section as the excess of the value of such 

interest for purposes of the Montana Inheritance tax, 

determined without regard to [sections 1 through 12], over 
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the value of such interest deter•ined under [section 2] 

bears to a similar excess deter•ined fo~ all qualified real 

property. 

(~) for the purposes of (3) of this section. •adjusted 

tax difference vlth respect to the estate• aeans the excess 

of what would have been the tax liability but for [section 

Z] over the tax liability. For the purposes of this 

subsection, •tax liability• aeans the tax l•posed by Title 

72, chapte~ 16. 

(5) Fo~ the purposes of this section, If the qualified 

heir disposes of a portion of the Interest acquired by o~ 

passing to such heir or a predecessor qualified heir, or 

there Is a cessation of use of such a portion, the value 

deter•lned under [section Z] taken Into account under (2)(b) 

of this section with respect to such portion shall be Its 

pro rata share of the value of the interest and the adjusted 

tax dlffe~ence attributable to the inte~est taken Into 

account with ~espect to the transaction Involving the second 

or any succeeding portion shall be reduced by the a•ount of 

the tax i•posed by this section with respect to all prior 

transactions Involving portions of the interest. 

(6) lf the date of the disposition o~ cessation occurs 

acre than 120 •onths and less than 180 aonths after the date 

of the death of the decedent, the a•ount of the tax i•posed 

by this section shall be reduced, but not below zero, by an 
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aaount: d4ttereiJM"d by -ltJplying the - of the tax 

dete~eine4 without regard to this swbsection. by a fraction 

in which tne nu.er~tor is the num~er of full aonths aTter 

the death In excess of 121> and the de-l nator Is 60. 

(1) In the case •' a. interest acquired fro. or 

passing fro• any dec~. if (aJ or (bJ of subsection (1) 

of this section applies to aftJ portion of an interest• (b) 

or (a) of subsection fl} of this section• as the case aay 

be9 does not apply with respect to the sa.e porUon of the 

Interest. 

(S) The addltlenel tea l.posed by this section Is due 

on the day that h 6 eomla after the dat.e of tl'le 

disposition or cesa~ton. 

19) The qualified heir is personally liable for the 

addltienel tax with respect to his lnterP-St unle$S the heir 

hitS furnhne<f bond th.t --'!s tl'llt requlr-nts of [section 

10]· 

IIEif 5UIIOMe Sectl- a. c.-setion of qualified use. 

For the purpo$41S of [sect:!- 7). real property ceases to be 

'"" for the .-llftecl use If: 

U) the preperty ceases to be used for the qualified 

use set forth tn [s-:tior. l) under ,.hich tht! pr«merty 

qualified under (sectt- J]; -

CZJ during any period of 8 yPars Pndlng after the dat& 

of the decedent. •s ~ath and before tllil «tat.e of the death of 
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tl\9 qualified helr 9 t.here !tad been pet'icrds a<pJre<Jatinq 3 

years ot" •Ot"e du-rin!J whictt: 

(a) in th9 case of periods ~¥1nq whi£h the property 

was held by the decadett1:. thet"e was ne .a'ter i al 

part I c I pat I on by the dec adient o¥ any ..-ber of h is f at11 il y in 

the operation of the far• or other businessi and 

Cb) in the case of period~ during which the property 

was held by any qualffiec:t heir, thtn'e was no ~~~eterlal 

p.rt.i ci paU on by sach qua H ft ed l'le I r or any 11 .. ber of h i s 

fa•lly In the operation of the farm or other business. 

!IEM $.EUUII. Sect. iOB 9. Pr~ty acquired froe 

decedent. Property is considered to have been acquire~ from 

the decedent If t.he pTepterty: 

(1) Is so constdared un~ section lOl,.(b) of t~ 

Internal Revenue Codei 

{Z} Is acquired l)y any person fr011 the estai<e in 

satlsfacthm of' the rt~ ~ such person to a pecuniary 

request; o..-

t3) is acq•fred by any person fra. a trust in 

satisfaction of a right• ~ch such person has by reason of 

the death of the decedent, to receive fro• the trust a 

specific dollar aaount that is the equivalent of a pecuniary 

request.. 

a£H SECIJQN, Sectlon 10. Bond in lfeu of personal 

liability. (l) If the qualified heir eakes written 
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application to the department for the determination of the 

additional tax that may be imposed by [section 7] with 

respect to the qualified heir's interest, the depart•ent 

must, as soon as possiblP and in any event within 1 year 

after the making of the application, notify the heir of the 

maximum amount. 

(2) The qualified heir, on furnishing a bond In such 

amount and for such period as •ay be required, is discharged 

from personal liability for any additional tax Imposed by 

[section 7] and is entitled to a receipt or writing showing 

such discharge. 

NEW SECTIQN. Section 11. Application to Interests In 

partnerships, corporations, and trusts. The depart.ent shall 

prescribe regulations setting forth the application of 

[sections 1 through 12] in the case of an interest In a 

partnership, corporation, or trust that, with respect to the 

decedent, is an interest in a closely held business within 

the ~eaning of [section 15]. 

NEW SECTIQN. Section 12. Involuntary conversion of 

qualified real property. (1) If there is an involuntary 

conversion of an interest in qualified real property and the 

qualified heir makes an election under this section, no tax 

is imposed by [section 7] on the conversion If the cost of 

the qualified replacement property equals or exceeds the 

amount realized on the conversion. 
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(2) If Ill of this section does not apply, the tax 

i•posed by [section 7], with respect to 

conversion, Is the a.aunt of tax that, 

subsection, would have been imposed on 

any Involuntary 

but for this 

the conversion 

reduced by an a•ount that bears the sa•e ratio to such tax 

as the cost of the qualified replacement property bears to 

the a.ount realized on tne conversion. 

(3) {a) For the purposes of [section 7], any qualified 

replace .. nt property shall be treated In the saae aanner as 

If it were a portion of the interest in qualified real 

property that was Involuntarily converted, except that with 

respect to such qualified replace.ent property: 

(I) the 15-y~ar period under [section 7) shall be 

extended by any period, beyond the 2-year period referred to 

in section 1033(a)(l)(81(1) of the Internal Revenue Code, 

during which the qualified heir was allowed to replace the 

qualified real property; and 

(II) the pha5eout period under [subsection (6) of 

section 7] shall be appropriately adjusted to take Into 

account the extension referred to In (a)(l) of this s~ 

$UBSECTIONo 

(b) Any tax l~osed by [section 7] on the Involuntary 

conversion shall be treated as a tax !•posed on a partial 

disposition. The provisions of (section 8) shall be applied 

by not taking Into account periods after the involuntary 

-l't- SB 508 
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conver~lon and befor@ the acquisition of the qualified 

replac ... nt property and by treatinq aaterlal pa~tlclpatlon 

with respect to .the converted property as eaterial 

participation wtth respect to the qualified replace~nt 

property. 

(Itt The rules of the last sentence of section 

1033(a)(Z)(B) of the Internal Revenue Cod£ apply for the 

purposes of [subsection (12}(e){li) of section 1). 

{5) An election under this s.ction eay be Bade at such 

tl~ and In such eanner as prescribed by the departeent. 

NfM SfCTIQNe Section 13• Oeflnttions. As used In 

[sections 13 throu9h 27]• the following definitions applyl 

(1) •Adjusted gross estate• .. ans the clear ••rket 

value of the property passing by reason of a decedent•s 

death deterelned under Title 72• chapter l6o WIIH(J!I 

BEQUtiiQM FQB THE FEDfRAI ESTATE TAX JK!E Q& fA!Oe The sue 

eust be deterelned on the basis of the facts and 

clrcuestances in existence on the date on which the tax 

leposed by Title 72• chapter 16• Is deterelnedw but In no 

evant later than a date 18 .onths after the date of the 

death of the decedent. 

t2) -closely held business aeount• aeans the value of 

the interest in a closely held business that qualifies under 

[subsection (ll of section 1~1• 

{3J •Internal Reyenve Code• ~ans the Internal Revenue 
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Code of 19Sit. A reference to a specific section of that co~e 

is a reference to that section as It •ay be labeled or 

a•onded. 

(~) •value• .. ans value detere1ned for the purposes of 

the Montana inheritance tax. 

NEW SECTIOft. Section lite Extension of tlee for 

transfer of closely held business interest. (1) If the value 

of an Interest in a closely held business that Is +fte+aeee 

ift ~~ §reaa estate fer fe .. ret ea~ete t.. ~r~ases -e+ 

TAXABLE UMQEB TITLE 12r CHAPTER lbt PART 3s AS A TRANSFER 

fBD! a dacedent who was at the ti~ of death a resident of 

this state exceeds 65• of the adjusted gross estate, the 

personal representative •ay elect to pay all or part of the 

tax feposed by Title 72w chapter 16, part 3, in Z or more 

but less than 11 equal lnstalleents. 

(2) The eaxl.u• a.ount of tax that eay be paid in 

installments BJ EAtH BfMEEICIARI Is en aeount that bears the 

sa.a ratio to the tax IMPOSed by Title 72, chapter 16, part 

3, as the closely held business aeount PASSIN& TO THE 

&Eif£lCIARI bears to the a.Gaftt •• t~e adjasted gr~-~t~ 

t.L..EAR..__IIAU.ET __ VAl.UE Of ALl PROPEllL__l>ASSIItG Tl:;i_ THE 

BfftEfJClASYa MITHQUT 8EQUtliQN EQR IHE fEQEBAL ESLAIE TAX 

J:aU: 1llt eun. 

(3} If an election Is aade under (lt of this section, 

the first installment eust be paid on or before a date 
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selected by the personal representat've that Is not n•ore 

than 5 years after the date prescribed by 72-16-441 fo~ the 

payment of tax Mithout interest. lEa HOWEVER, A 'REDII IS 

UAJ.MED '•fi THE FEDERAL eSTATE TAX RETURN FOR STATE DEATH 

TAXES QU JtiE ESTATE UNrca T~~ PROVISIONS OF SECTION 2011fA) 

ilf THE I!:liERNAl i\fVENUE COPE, AS AISENPEO, AN AMOUNT Of 

INHERITAN'E TAX QUE EQUAL TO THE FEDERAl CREDIT MUST BE PAIQ 

WITHIN THE PERIOD ESTABLISHED IN SECTIQH 2Q1ll't Of THE 

INTERNAL REVENUE CQOEo AS AKENOEQ. Each succeeding 

installment must be paid on or before the date that Is 1 

year after the date of the preceding lnstall.ant. Itlf 

OEPACTKENT MAY FQR REASQNABLE 'AUSE EXTEND THE TIME FOR 

PAYMENT Of ANY INSTALLMENT UNQER THIS SE,TIONo IN,LUDING ANY 

PARI Of AN AQDITIONAt. TU PRORATED TO ANJ INSTALLI1ENTo FOB A 

REASoNABLE PEBIOQ BUT NOT BEYOND THE PATE THAI IS 12 MQNJHS 

AFTER THE QUE DATE FOR THE LAST INSIAlli1ENJ, 

1,) If AN ELECTION IS MAQE UNQER (ll Of THIS SE,TIQNt 

THE TAX DUE MAY NOT BE FuRTHER QEEERRED UNDER THE PROVISIONS 

Of 72-16-lltJS. 

t't~-4htr4'~0"-~+ed-1:o--pey--1:M-~·---*" 

mns+~M--+s-1:he per!!- 1:0 wfol--ert-+"nre,_ffl-e-e~~e+y 

l'letd--bu~e~-p---

NEH SECIIQN. Section 15. Closely held business. (1) 

Eo~ the pu~poses of [section 14tl• the term "Interest In a 

closely held business• Beans: 
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(a) an interest as a p~op~ietor In a trade or business 

carried on as a proprietorship; 

(b) an interest as a pa~tner In a pa~tne~shlp car~ylng 

on a t~ade or business If: 

(i) 20~ or ~re of the total capital Interest In the 

partnership Is *"etuded 1"-eeter•i"i"~ 1:~oaa es1:~ 

1:fte-deeeden1: for fe~~~i:ete-1:ett purpose!! TAXA8LE UNDER 

TITLE 12w CHAPTER 16a PARI lo AS A TRANSFER fROM THE 

DECEQENT; or 

(II) the partnership had 15 or feMer pa~tners; 

(c) stock in a co~poratlon carrying on a trade or 

business If: 

(I) ZO' or .ore In value of the voting stock of the 

corporation Is ffle'htded-+ft-«fet,e_.,..n" 1:fte ttrO!I!!t--~-e-f' 

~~ decedent for federef este~ parpo!le!l TAXABLE UHD£8 

TITLE 72, 'HAPIEB 16. PART la AS A TRANSFER FRQM THE 

QECEDENT; or 

(II) the co~poration had 15 or fewer sha~eholders. 

(Z) Oeter•inatlon for qualification under (1} of this 

section .ust be aade as of the tiae 1.-edlately before the 

decedent's death. 

(J) Stock or a partnership interest held by a husband 

and ~ife as joint tenants or tenants In com~on Is treated as 

oMned by one shareholder or one partner• as the case may be. 

('tl Property oMned directly or Indirectly by or for a 
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co~poratlono partnership, estate, or trust is considered as 

being owned proportionately by or for Its sha~eholders 9 

pa~tnerso or beneficiaries. For the purposes of 

subsectlono a person is a beneficiary of a trust only if 

this 

he 

has a present Interest In the trust. 

(5) All stock and all partnership interests held by 

the decedent or by any ae~er of his family within the 

.eanlng of section 26l(c)(4) of the Internal Revenue Code Is 

treated as being owned by the decedent. 

HEW SEtiiQH. Section 16. Farmhouses and other 

structures taken Into account. For the purposes of the 651 

requir...nt of [section l"t]o an interest In a closely held 

business that Is the business of far•lng includes an 

Interest in residential buildings and related improv-.ents 

on the far• which are occupied on a regular basis by the 

owner or lessee of the far• or by persons e•ployed by the 

owner or lessee for purposes of operating or aalntalnlng the 

far•• 

Ngw seCJIQN. Section 11. Partnership 

stock not readily tradable. (1» If 

interests and 

the personal 

representative elects the benefits of this section, at such 

ti.e and In such aanner as the department aay prescribe: 

(at for the purposes of subsection (l){b){ll or 

(l)(c)(i) of [section l5}o whichever is appropriate, dOd for 

the purposes of [section 16]o dny capital +nve~teent 
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in a partnership and any non-readily tradable 

stock, which after the application of subsections (l) snd 

t~t THROUGH (5) of [section 15) is treated as owned by the 

decedent, shall be treated as +ne~~ TAXABLE UNDER IIILf 

12£__CHAPIEB 16r fAR! 3o in determining the value of ~h~ 

d~eden~£~-~~e~~-e~~e~e-fe~-fed~e+-e~~ete--te~--~~pe~~ A 

~SEER FROM THE OECEOEHI; 

(b) the personal representative shall be treated as 

having selected under [subsection (3) of section 14} the 

date prescribed by 72-16-441 for the payment of the tax 

~lthout interest; and 

(c) (section 27) does not apply. 

(2) For the purposes of this section, •non-readily 

tradable stock" aeans stock for which at the time of the 

decedent's death there was no market on the stock exchange 

or In an over-the-counter •arket. 

HEW SECTION• Section 18. Interests in more than one 

closely held business. (l) Interests in two or more closely 

held businesses, with respect to which there is +ne+~ded-+n 

de~ere+ft+n~-~-~e+ae-ef-~ne--deeeden~£~--~~e~~--e~te--fe~ 

fede~e+--e~~e~e-~~-~~e~~ IA~VNDER II~4L CHAPT~B 

~fART 3, AS A TRANSFER FROM THE OECEOENI more than 20% of 

the total value of each business, shall be treated as an 

interest in a single closely held business. 

(2) For the purposes of the 20% requirement of (l) of 
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this section, an intGrest in a ~losely held business ~hat 

represents the surviving spouse's interest in property heln 

by the decedent and the surviving spouse as joint tenants or 

tenants in common shall be treated as ftftY+ng--been--+ne+uded 

IA!Aalf_-U~OER TITLE 72• CHAPTER lbo PART lt in deterMining 

the value of tn~-deeedent&s-gro~-estate-~or-fed~e+--estate 

te~-purposes A TRANSFER FROM THE OECEDENr. 

NEW SECTION. Section 19. Election. An election under 

[section 14] must be made not later than 18 months after the 

death of the decedent and •ust be aade in such Manner as the 

department prescribes. 

HEW SECTION. Section 20. Proration of additional tax. 

(1) If an election Is made under [section 14] to pay any 

part of the tax i~posed by Title 72o chapter lb, part 3, in 

installments and an additional tax Is determined, the 

additional tax, subject to the limitation provided by 

[subsection (2) of section 14]• shall be prorated to the 

installments payable under [section 14]• 

(2} (a) The part of the additional tax so prorated to 

any installment, the date for pay.ant of ~hich has not 

arrived, shall be collected at the same tiMe as and as part 

of the installment. 

(b) The part of the additional tax so prorated to any 

installment already paid shall be paid on notice and demand 

from the department. 
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{3) This section does not appl~ If the additional tax 

is due to negligence, intentional disreqdrd of rules 1 or 

fraud ~lth intent to evade tax. 

~EW SECTION. Section 21. Interest. (1) If the tl•e 

for payment of any amount of tax has been extended under 

(sections 13 throuqh 27)o interest payable under (section 

27) on any unpaid portion of such a.ount: 

(al attributable to the first 5 years after the date 

prescribed by 71-16-441 for the payment of the tax ~ithout 

Interest shall be paid annually; 

(b) attributable to any period after the 5-year period 

referred to in (1)(a) of this section shall be paid annually 

at the sa•e time'as and as part of each Installment pay~nt 

of the tax. 

(2) In the case of an additional tax to which [section 

ZO) applies that is determined after the close of the 5-year 

period referred to in (1)(a) of this section, interest 

attributable to such 5-year period and Interest assigned to 

any installment the date for ~hlch has arrived on or before 

the date of the assessaent of the additional tax •ust be 

paid on notice and de•and fro• the departMent. 

(3) If the personal representative has selected a 

period shorter than 5 yearso the shorter period shall be 

su~stituted for 5 years in (l) and {2) of this section. 

MEW SECTION. Section 22. Acceleration of payMent. (11 
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The exte"sion of ti~e for payeent of tax provided in 

[section 141 shall cease to apply and any unpaid portion of 

the tax payable mu~t be paid upon notice and de•and of the 

departaent if: 

(a) one-third or .are In value of an interest In a 

closely held business that qualifies under [section 14) is 

distributed, sold, exchanged, or otherwise disposed of; or 

(b) aggreqate withdrawals of 11oney and other property 

fr011 the trade or business, an Interest in which qualifies 

under (section 14]o 11ade with respect to such interest, 

equal or exceed one-third of the value of such trade or 

business. 

(Z) ln the case of a distribution in rede~tlon of 

stock to which section 3G3 of the Internal Revenue Code or 

so auch of section 304 of the lnternal Revenue Code as 

relates to section 303 applies: 

(a) subsection (l)(a) of this section does not apply 

with respect to the stock redeemed and, for the purposes of 

subsection {1,(a), the interest in the closely held business 

shall be considered to be such Interest reduced by the value 

of the stock redee11ed; and 

(b) subsection (l)(b) of thi~ section does not apply 

with respect to withdrawals of money and other property 

distributed and, for the purposes of subsection (l)(b)o the 

value of ~he trade or business shall oe considered to be 
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such value reduced by the a.aunt of .oney and other property 

distributed. 

(3) Subsection (l)(a) of this section does not apply 

to an exchange of stock pursuant to a plan of reorganization 

described in {O)o (E)o or (F) of section 368(a)(lJ of the 

Internal ~evenue Code or to an exchanqe to which section 355 

of the Internal Revenue Code or so •uch of section 35b of 

the Internal Revenue Code applies to section 355, but any 

stock received In such an exchange shall be treated for 

purposes of subsection (l)(a) as an interest qualifying 

under [section 1'11• 

(4) Subsection (l)(a) of this section does not apply 

to a transfer of property of the decedent to a person 

entitled by reason of the decedent•s death to receive such 

property under the decedent•s willo intestate succession, or 

a trust created by the decedent. 

NEW SECTIQN. Section 23. Failure to pay installment. 

If any installment under [sections 13 through 271 is not 

paid on or before the date fixed for its payment, including 

any extension of tlae for the payment of the installment, 

the unpaid portion of the tax payable in installments must 

be paid on notice and de~and fro~ the department. 

ttfjLSEtiiON. Section Z4· Election in the case of 

additional tax. (1) If an additional tax is detereined under 

Title 1lo chapter 16, part 3• and the estate qualifies under 
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[section 14] and the personal re~resentatlve has not made an 

election under [section 14)• the personal representative ~ay 

elect to pay the additional tax in install~nts. 

{2) An election under this section must be made not 

later than 60 days after notice and demand for payment of 

the additional cax has been given by the depart•ent and •ust 

be made in the manner prescribed by the department. 

(3) If an election Is made under this section, the 

additional tax shall, subject to the ll•ltatlon In 

[subsection {2) of section 14]• be prorated to the 

installDents that would have been due if an election had 

been timely made under [section 14]• The part of the 

additional tax so prorated to any install~nt the date for 

~ayment of which would have arrived shall be paid at the 

time of the making of the election under this section. The 

portion of the additional tax prorated to installments, the 

date for payaent of which would not have so arrived, shall 

be paid at the time such lnstall.ants would have been due if 

such an election had been .ade. 

~'IlUU. Section zs. Security. If the time for 

payment of any amount of tax has been extended under 

(section 24)• the depart•ent may require the taxpayer to 

furnish a bond in an amount not exceeding double the amount 

with respect to which the extension is qranted conditioned 

upon the payment of the amount extended in accordance with 
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the ter~s of the extension. 

~S£~ Section 26o Extensions of time for 

payment of tax. The running of the period of li•itations for 

collection of any tax l•posed by Title 72, chapter 16, part 

3, Is suspended for the period of any extension of ti.a for 

pdy~ent granted under [section 1~]. 

~ECIIONo Section 21. Interest rate. (11 If the 

tlae for payment of an a.aunt of tax i•posed by Title 7Zt 

chapter lor part 3• Is extended as provided In [section 1'1} 

interest on the~ at il portion of such a•ount shall, In 

lieu of the annual rate provided by 72-16-441, be paid at 

the rate of ~I)~. for the purposes of this section, the 

amount of any additional tax that is prorated to 

lnstallaents payable under (section 24] shall be treated as 

an a.aunt of tax payable In install~nts under that section. 

(2) For the purposes of this section, ·~• Al ~ 

portion• ~ans the lesser of: 

(a) 5345,800; or 

(b) the a•ount of the tax imposed by Title 7Zt chapter 

16, part 3, which Is extended as provided in [section 14]• 

(3) If the aaount of tax i•posed by Title 72o chapter 

16, part 3o that is extended exceeds the 4' ~ ~ portion, 

any payment of a portion of such aaount shallo for the 

purpose of coEputing Interest for periods after such 

payment, be treated as reducing the~ &l ~portion by an 
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a.aunt that bea~• the sa~ ~atio to the a.ount of such 

payeent a5 the a-aunt of the •• I) 21 po~tion, dete~•i"-d 

without ~ega~d to ~his section, bea~s to the aaount of tax 

that is extended as p~ovided in {section lit]• 

MEW SECTION• Section 28• Definitions. As used in 

[sections 28 th~ough 39}t the following definitions apply: 

(1) •oefe~ral pe~lod• .. ans the periGL for which the 

pay.ant of tax is defe~red under (section 14]• 

(2) •Defe~~ed aaount• •eans the agg~egate a11ount 

defe~~ed under {section lit} dete~eined as of the date 

presc~ibed by 12-16-ltlt1 for pay.ent without Interest of the 

tax iaposeo by Title 72, chapter 16r pa~t 3. 

(3~ •Lien prope~ty• .aans inte~ests in real and other 

prope~ty to the extent such interests can be expected to 

survive the deferral period and a~e designated in the 

ag~eeeent ~efer~ed to in [section 32]. 

(It) •Required interest aaount• means the aggregate 

aaount of interest that will be payable over the first It 

years of the deferral period with ~espect to the deferred 

-nt deter11 i ned as of the date prescribed for payment 

without interest of the tax iaposed by Title 72, chapter 16o 

pa~t. 3. 

NEW SECTION. Section 29. lien for tax defe~red. In 

the case of any estate with resp~t to ~ich an election has 

been ~ade under [section 14)• if the personal ~epresent.at.ive 
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sakes an election under this section at such time and in 

such sanner as the department. nay prescribe and files the 

agreement. referred to In [section 32] the deferred amount• 

plus any interest or additional aaount shall be a lien in 

favor of the state on the lien property. 

HEij SECJIQN, 

saxiaus value of 

Section 30, Maxisu~ 

the property that 

value. ( l) 

the depart111ent 

Th<' 

may 

requlre as lien property with respect. to any estate is a 

value that is not greater than t.be sum of the deferred 

aeount and the requl~ed interest. aeount. 

(2) For the purposes of (l) of this section, the value 

of any property is detersi~d as of the date prescribed by 

72-16-~41 fOT payment of the tax without interest and is 

determined by taking Into account any encuabr~ces. 

tiEV SECIJQH. Section 31. Partial substitution of bond 

for lien. If the value required as lien property exceeds the 

value of the interests in property covered by the <>gr<;!e~~tent 

referred to in [section 32), the department may accept. a 

b.ond in an o\UIIOUflt eQjolal t.o su.ch excess conditioned on the 

pay~JeDt. of tb,e a110vot. eJ<tend.ed in accordance with tile ten11s 

of the extension. 

!jEW ~ECIJQNs Section 32. Agreemli!nt. The ;~greem<;!nt. is 

<J written agreement ~~~ned by e~ch person in being ~o has 

~ interest, whether or not: in possession, in any p,- 0perty 

des i gnat.ed in the agree81ent: 
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(11 consenting to the creation of the lien under 

[section 29] with respect to the property; and 

(2) designating a responsible person to be agent for 

the beneficiaries of the estate and for persons who have 

consented to the creation of the lien in dealings with the 

department on •attars arising under [section 14) or [section 

29]. 

NEW SECTION. Section 33o Filing of lien. The lien 

imposed by (section 29) Is not valid against a purchaser• 

holder of a security Interest, .achanlc•s lien, or judg.ent 

lien creditor until notice that .. ets the requlre.ants of 

71-3-204 has been filed by the depart .. nt. 

NEW SECTIQN. Section 34• Period of lien. The lien 

imposed by [section 29] arises at the ti•e notice Is filed 

under [section 33] and continues until liability for the 

deferred a•ount is satisfied or beco .. s unenforceable by 

reason of lapse of time. 

NEW SECTIQN. Section 35. Priorities. (1) A lien filed 

under [section 29] is not valid: 

(a) as aqalnst real property tax and special 

assessment liens; 

(bl In the case of real property subject to a lien for 

repair or inprovementt as against a ••chanlc's lienor; or 

(c} as against a security interest set forth In 

paragraph 3 of section 6323(c) of the Internal Revenue Code• 
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whether the security Interest ca.e Into effect before or 

after the tax lien filing. 

(21 Subsections (l)(b) and (l)(c) of this section do 

not apply to any security Interest that ca .. Into existence 

after the date on which the depart .. nt filed notice that 

payment of the deferred aaount has been accelerated under 

[section 22]. 

NEW SECTJQN. Section 36. Lien In lieu of other tax 

1 lens. If there is a lien on property under [section 29]t 

the lien under 72-16-432 does not apply to the property with 

respect to the same estate. 

NEW SECIIQH. Section 37. Additional lien property. 

(1) If at any tie& the value of the property covered by the 

agree•ent I~ le~s than the unpaid portion of the deferred 

a.aunt and the required Interest a.ount, the depart.ant aay 

require the addition of property to the agree .. nt. The 

depart.ant •~Y not require that the value of the property 

covered by the agreeaent exceed the unpaid portion. 

(2) If property having the required value Is not added 

to the property covered by the agre ... nt or If other 

security equal to the required value Is not furnished within 

90 days after notice and deeand by the depart.ent, the 

failure to coeply shall be treated as an act accelerating 

pay•ent of the install .. nts under [section 22)• 

H~ SECTION. Section 38. Lien in lieu of bond. The 
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depart.ent aay not require the furnishing of any bond for 

the payaent of tax to which an agree.ent that .. ets the 

l"equire-nts of [s.ectlon 32] applies. 

NEW SECTIQN. Section 39. Application of definitions 

to additional tax. In the case of an edditlonal tax9 a 

sepal"ate deferral period• deferred aaount• and required 

Interest aaount shall be determined as of the due date of 

the first lnstallaent after the additional tax Is prorated 

to lnstall.ents under [section lit]• 

HEM SEtiiON. Section 'tOe Lien for add I tlonal tax 

attributable to far• and closely held business pl"operty. (1) 

In the case of any Interest In qualified real property 

within the aeanlng of (subsection (11) of section 1] 9 an 

aaount equal to the adjusted tax difference attributable to 

such Interest within the aeanlng of {subsection (3) of 

section 7] Is a lien In favor of the state on the property 

In which such interest exists. 

(2) The lien Imposed by this section shall drlse at 

the tlae an election Is filed under [section 2) and 

continues with respect to any interest in the qualltied real 

property until: 

(a) the 1 lability for tax undel" [section 7) with 

resp~ct to such Interest has been satisfied ol" h~s becoae 

unenforceable by reason of lapse of tiee; ol" 

(b) until it Is established to the sati5faction of the 
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department that no further tax liability may al"i~e under 

[section 7) with !"aspect to such inte!"est. 

(3) {Sections 33• 35• and 36] apply with respect to a 

lien !•posed by [section ~0)• 

NEW SfCIIQN• Section ltl• Substitution of security for 

lien. The depal"taent •ay 

substitution of secul"ity 

ItO)• 

provide by rule 101" the 

fol" the lien imposed by [section 

NEW SftllgN. Section ~2. Subordination of liens. The 

depal"tDent aay consent to the subol"dination of a 1 len 

laposed by (section 29 Ol" ItO] upon any pal"t of the propel"ty 

subject to the lien if the state will be adequatel• secured 

aftel" the subordination. 

~ectlon 43• Section 72-16-308 9 MCAt is am~nded to 

!"ead: 

•72-16-308. Tax to be on clear market value 

deductions allowed in detel"aining value -- yaluatjon of 

certajo fara and byslness prgpert¥• (l) The tax sn imposed 

shall be upon the cleal" mal"ket value of such property 

passing by any such transfel" to each pei"SOnt institution• 

association. corpol"ation. ol" body politic at t~e rates 

hel"elnafter prescribed and only upon the exce~s of the 

exe•ption hereinaftel" gl"anted to su~h person. ins•itution. 

association• col"poration, or body politic. 

(2) In deteralning the cleal" mal"ket value of the 

-32- SB 508 

• ~. 
~ 



1 

2 

3 

... 
5 

sr 0508/03 

property so passing by any such transfer, the fo11owinq 

deductions and no other shall be allowsd: 

(a) debts of the decedent owing at the date of death; 

(b) expenses of funeral and last Illness; 

(c) all Kontana state, county, .uniclpal, and federal 

b taxes, including all penalties and Interest thereon, owing 

7 by decedent at the date of death; 

8 (d) the ordinary expenses of ad•lnlstrationo 

9 

10 

including: 

(i) the co•llissions and fees of executors and 

11 administrators and their attorneys actually allowed and 

12 paid; 

13 (ii) attorneys• fees, filing fees, necessary expenses, 

14 and closing costs incident to proceedings to ter•lnate joint 

15 tenancies, termination of life estates and transfers in 

1b conte•plation of deatho and any and all other proceedings 

17 instituted for the deterainat!on of inheritance tax; and 

18 (e) federal estate taxes due or paid. 

19 (31 In deterainjog clear market yalue. tbe yaluat!on 

20 g!__~n fara and other real propert¥ aa¥ be eaae under 

21 (sectigos 1 through 12].• 

22 Section ~~. Codification. Sections 1 through 12 of 

Z3 this act are intended to be codified as an integral part of 

24 Title 72o chapter 16t part 3. 

25 Section 45. Effective date. This act is effective on 

-33- SB 508 
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passage and approval and applies to estates of decedents who 

died after Oece•ber 31 9 1978. 

-End-

-34- SB 508 
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fOUSE OF REPRESENTATIVES 
April 16, 1979 

Canni ttee on Taxation Amendments to s 
as follows: enate Bill 508, 3rd reading copy, 

1. Page 1, line 16. 
Following: "Adjusted" 
Strike: "gross" 

2. Page 1, line 17. 
Following: "of" 
Strike: "an" 
Insert: "a gross" 

3. Page 2, line 3. 
Following: "~" 
Strike: "X 
Insert: '0" 

4. Page 3, line 24. 
·-.,. Following: "state" 

Insert: "that was acquired from or passed from the decedent to a 
DCXI¥IiSX qualified heir of the decedent and" 

(Continued) 



SENATE BILL 508 
Page 2 

5. Page 5, line 9. 
Following: "Qualified" 
Strike: "real" 
Insert: "replacement" 

6. Page 5, line 13. 
Following: "devotion" 
Insert: "of the property" 

7. Page 15, line 12. 
Following: "16" 

..... ~P.!.~.~ ... ~? .. ~ ...................................... 19 ... 7.9 ... .. 

Insert: ",without reduction for the federal estate tax due or paid" 

8. Page 16, lines 3 and 4. 
Following: "is" 
Strike: "included in the gross estate for federal estate tax purposes 

of" 
Insert: "taxable under Title 72, chapter 16, part 3,as a transfer fr~ '! 

9. Page 16, line 11. 
Following: "installments" 
Insert: "by each beneficiary" 

10. Page 16, line 13. 
Following: "business amount" 
Insert: "passing to the beneficiary" 

11. Page 16, lines ~3 and 14. 
Following: "to the" 

'\ 

_., 

Strike: "amount of the adjusted gross estate" 
Insert: "clea1: marY:et value of all property passing to the 

without reduction for the federal estate tax due or paid" 
beneficiary, .t 

12. Page 17, line 2. 
Following: "installment." 
Insert: "The department may for reasonable cause extend the time 

for payment of any installment under this section, including any 
part of an additional tax prorated to any installment, for a reason­
able period but not beyond the date that is 12 months after the due 
date for the last installment." 

13. Page 17, lines 6 through 8. 
Following: line 5 
Strike: subsection 5 in its entirety 

(Continued) 
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SENATE BILL 508 
Page 3 

14. Page 17, lines 17 and 18. 
Followingt "is" 

. ................. hP..+.;i,;t. .... l.~.l ......................... 19 .. 7.9 .... .. 

Strike: the remainder of line 17 through "purposes" on line 19 
(in its entirety) 

Insert: "taxable under Title 72, chapter 16, part 3, as a transfer 
from the decedent" 

15. Page 17, lines 23 and 24. 
Following: "is" 
Strike: the remainder of line 23 through "purposes" on line 24 

(in its entirety) 
Insert: "taxable under Title 72, chapter 16, part 3, as a transfer 

from the decedent" 

16. Page 19, line 7. 
Following: "capital" 
Strike: "investment" 
Insert: 11 interest" 

17. Page 19, line 9. 
Following: 11 (2)" 
Strike: "and (3)" 
Insert: "through ( 5) " 

18. Page 19, line 11. 
Following: line 10 
Strike: "included" 
Insert: "taxable 'under Title 72, chapter 16, part 3," 

19. Page 19, lines 11 and 12. 
Following: "of" 
Strike: the remainder of line 11 through "purposes" on line 12 (in 

its entirety) 
Insert: "a transfer from the decedent" 

20. Page 19, line 24 through line 1 on page 20. 
Following: "is" 
Strike: remainder of line 24 through "purposes'' on line 1 of page 20 
Insert: "taxable under Title 72, chapter 16, part 3, as a transfer 
from the decedent" 

21. Page 20, line 8. 
Following: "as'' 
Strike: "having been included" 
Insert: "taxable under Title 72, chapter 16, part 3," 

(Continued) 



SENATE BILL 508 
Page 4 

22. Page 20, lines 9 and 10. 
Following: "of" 

April 16, 79 
.................................................................... 19 .......... .. 

Strike: ''the decedent's gross estate for federal estate tax 
purposes" 

Insert: "a transfer from the decedent" 

2 . .:1 Page 25, line 13. 
Following: "the" 
Strike: "4%" 
Insert: "8%" 

24. Page 25, line 15. 
Fallowing: "of" 
Strike: "4%" 
Insert: 11 8%" 

25. Page 25, line 19. 
Following: 11 section, 1111 

Strike: "4%" 
Insert: "8%" 

26. Page 25, line 25. 
Following: "the" 
Strike: "4%" 
Insert: "8%" 

27. Page 26, line 3. 
FoJ.lowing: "the" 
Strike: "4%" 
Insert: "8%" 

28. Page 26, line 5. 
Following: "the" 
Strike: "4%" 
Insert: "8%" 

AND AS AMENDED BE CONCURRED IN 

·-

-· 

'\ 
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HOUSE OF REPRESENTATIVES 
April 18, 1979 

Committee of the Whole Amendment to Taxation Committee amendments 
to SENATE BILL NO. 508, third reading copy . 

1. Amendments 23 through 28. 
Strike: Amendments 23 through 28 in their entirety 

AND AS AMENDED 
BE CONCURRED IN . 


