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INTRODUCED BY RAMIREZ, SPAETH 1 MILLER 

January 13, 1983 
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IN THE HOUSE 

Introduced and referred to 
Committee on Judiciary. 

Committee recommend bill do 
pass as amended. Report 
adopted. 

Bill printed and placed on 
members' desks. 

Second reading, do pass. 

Considered correctly 
engrossed. 

Third reading, passed. 
Transmitted to Senate. 

IN THE SENATE 

Introduced and referred to 
Committee on Judiciary. 

Committee recommend bill be 
concurred in. Report 
adopted. 

Second reading, concurred in. 

Third reading, concurred in. 
Ayes, 47J Noes, o. 

IN THE HOUSE 

Returned to House. 

Sent to enrolling. 

Reported correctly enrolled. 
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INTROIIUCEO 

A BILL FOR All A!:T Ertll:REO: "AN A!;T TO o\OOPT TKE REVISED 

UHJFORM PRIN~;lPo\l AltO IN!;OIIE IICT AS PROMULGATED ay· ·rHE 

-ATIONAL CONFERENCE OF CO""ISSIONERS ON UHlF~ STATE LAMS; 

AMENDING SECTIONS 7Z~25-101 THROIIGtl 7Z~25-103 AND 7Z-25-105t 

IICAi REPEALING SECTIONS TZ-25-10-\t 72-25-201 TKilOUGH 

7Z-25-209t 72-25-30h AND 72-25-'302• MCA; AIIO PROYID1NG o\N 

EFFECTJftc.,Oo\TE•" 

BE IT ENII!;TED BY THE LEGJSl.o\TURI: OF THE STo\TE OF MONTANo\: 

Sec~loA 1• Sec~ion 72-25-lOlo MCAo Is a .. nded to re&da 

•72-25-101. Shor~ title. This chap~er aay be cl~ed as 

the •&eyistd Uftlfor• Prlncip•l and lnca.e Act•.• 

Section z. Section l2-25-102o Melle Is ·--d to read a 

"72-25-102. Deflnl~lons. In ~Is cttaptere the 

following deflni~lons apply: 

hes-been so set ni• ow li•f•att·lsf tiM ..,..... t::baa•csif or 

ett'-8'i-.lllt:ieM f• i~ · Me ••eRt•-'1' t:o be eanucp·e .. ; 
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T- _._ •-• -vw .....,_wuo••-• po• -"• 

fBt-" ,....... ..... the ,..,",. t:e aalk:::li. IIIIE- i • · 

pre•e.-t:l 1 or e·••llll4lt., flef8b1• • .,,.. whea It ·t·s :eee-t•&:cd 

ar .,... ie ent:ttl·eca . ._ t:he HMflaierl· .... of l!he flrl:acf . .,.·f· 

11 I •toe•• b9QsflGI•ty• "M' ·tho ptr5qp SA vbpw 

i!KfOM "II'- a<•MO"tlr Ra•ble or,., ..... u.--····;ltt-Jlat;ad 

fgr dl&t(lbljtJpo U iDCMce 

tedftca\- iJ)C;'ca, bat 'pP(pQssa of qt.bv· Mgp;erty •t ·t;he ttu iJ: 

bftCaW9 'liD test So t;htt tr•t• .twt; in c•• gf a tJtsta•rd;ery 

the pucQ919$ ·pf ·tcdgral oatjtW taxo; if applipobl•• pt:Mrwise 

for '""*tl'-t•nc• Uxe 

t+tal "Re-lnder~~an" --• the person 

en~ltled ~o the princtpah whe~•r r.-•• er $1aigr.etoe6-ity 

-IIHeheof ----•raiMot -lty........,et'et!ien ef few ·tncJydiqg 

J.nk.o• "which ba:; baan accy-ulated and addpd to ptiQCtpal. 

tst.W. •rrust.ee• +fte"l:a4es ~ the or·igf·nal trustee.1 

any succeeding or added trustee• and t;h• personal 

cepre•eota\iye qf a dftsedent•$ ftltate wbgoeyer a prgytsipo 
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gt t;bls 'chilp·yr is appliCable h the •&tate.• 

Section 3. section 72-25-lOlo "CAo Is a-.ndad to read: 

-72-25-103. AIJplicabil ity. 'Roia e"""t; 

an estoftea of t:allaRt:!l or re•l 1>41e• •• ""'ell M-lepH r 
effeeti ue after Maret• 17; : l999w £KegS. aa s.qec·ifje,ally 

prpliJ,dfif ip ·1,be Jr§'t lp1(V"-· QT t!Jft MiJ_) s\( iD -tbi$ 

stwat;.«• thiS 'cbetv ap.pJ In ·t,p .. y- rueiptr; pr BMIH""• 

rec+hted or tgwrrttd after ,Jyl. -:tp 19ft)• h¥ ... , trya&: or 

des!ltlept;•·· oscst•• "'wt'Mr •s-tahl J··eb.+t4 b«fert· Q( .. , .. [ .Ju'y 

4«c•4Mt•• ·astd• betpra gr after .tutv l• 1913.• 

Sec:Uon 41. Section T2-25-l05o "'A• 1s a-nded to read: 

-TZ-25-105. Interpretation - ""t'foralty. This chap~er 

shall ba so· ·i"...,'"'_.,..., •NI c.cmstr•d aa 'to ef'fectua't.e its 

general· purpose to aake unlf'o»ra the law of' those states 

wf11ch enact Ito" 

MfM SECll!MI. Section s. Duty of trustee aa to ·receipt 

and -pewdltureo (1) A trest shall be adoilnhtered with due 

regard to the respecth,. lnt·erosts of Inc:-• -.flciarles 

and r .. ainderaeno A trus't IS so adafal&tered with respect to 

the alloeetl- vt receipts -d -.Jcpendltures If a receipt is 

cretllted or an eJCpendlture Is ~l>argad to Inc- or principal 

or partly to each: 

-,.,, In accordilnce with t1Mt teriiS of' the ·trust 
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in$tr ... nt• notvithstanding· contrary provisions of ~his 

chapter; 

(b)· in the absence of any contrary teres of the · trest 

I nstr-nt:o· In acc:ordanc:e with the provl &I ans of this 

chapter; or 

(CJ if neither of' the preceding rules of 

adainl'stratlon Is applieableo In accordance with ilha~ is 

reasonable and equl~able In ·view of·the interests of' those 

entitled to lncoae as well as of' those entitled to principal 

and in vieN of the ...mer in which ~n of ordfRary prudence• 

dlsereUon, and judgaant: would ac:t In the -nageti8nt: of 

their ·own affairs. 

( 2 J I f the tras't I na'tl' -at g•ves the trustee 

dlsaretioa In ·credf'tfng ·e receipt or charging an expenditure 

to Inc:- or prlnci·pal- or partly to eacho no Inference of 

l~rudenca or partiality arise& froe the fact that the 

trust- has eacla aa allocattan cont.rary to " provision of 

this chapter. 

NfM sec:IIDM. Sec'tlan 6. I·nc- pr lnc-lpal 

charges. (1) Inc- ·is· the retiWn ia _,.or· property 

derived froa the use of princlpalt Including return recel-d 

as: 

(a) reM· 'Of r••l er ·personal propertyw inclttollng sUiia 

received for cance'tlatl- or r-al of • lease; 

(b) interest oa _,. Iento inchtdlng s1111s received as 

-4-
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consld<!ratlan ·'far the ·pri¥11age of·prepa.,..nt: of prin<:lpifl 

except as provided in [10ectfon 10) on bond pr-iua - band 

discount; 

(cJ inc- earned during adalnlstration o'f a 

decedent•s estate as provided In [section 8); 

(dJ ·corporate distr111trtlons as provided In (section 

9]; 

(eJ accrued lncre .. nt · on -- or other obHgatiOft5 

issued at diKount .,. provided in (Ht:tion 10); 

(fJ r-.:elpts. fra bus i-s and far,..ng ·.operations as 

provided In [section 11)1 

(g) receipts froa·dlspeaitlon·of natural r~ces as 

provided In (st!CtloriS 12 and 13)1 

(h)' r-.:elpts· froa ·other prlacipat ·stobject to daptetton 

as provided in (section 1•1• 

(2J Prlnctpal Is the property which has been set ·asi.S. 

by the owner or the per10on legally e~~powerecr so that· it· is· 

held In trusto eventually·to be delivered to a re .. lnden.ano 

while the return or use of the priACipal I& 'In 'the •ant:iae 

taken or ·received by or held -for acc:-latlon 'for ;on Inc:-• 

beneficiary. Principal lncludest 

(a) consideration received by the trustee on the sale 

or other transfer of prlnclpalo or on repayeent of a toano 

or as a refund or replace .. nt or change In the fore of 

pr Inc: I pat; 
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·(b) procMds of property taken ·-on --1...-IWI: ~in 

proceedings; 

(cJ proc:- -of'·- In sur !lAce Upoll' property forei~~g •pifrt: 

of the pr iftclpalo except proc:Mds ···of· Insurance upon a 

separate interest· of *' Inc- beneficiary; 

(d) stock ctl•ld•ds• receipts on · 11 quldat.ioft of a 

corporatl- a..a other corparate cfls1:rlbuti0fts as· pnwickld 

in [uct.ion 9]1 

(e) rec:elpt:s free t:he · cfhposlt:lon of corporate 

securities as-provided in [section 10}; 

(f) royalt: las and other receipt-s· froa dl spodtfolli •of 

natural resources •s'providad in (sections 12 and 13]; 

(9) receipts· fr- other p~riJtCipal subject to depletion 

as provided in [sec:t:I<Ni 1"'11 

(h) any profit: resulting fr- ·any change tn 'the fora 

of ·prt·ncipal; 

-(i) any allowances ·for deprec·Jation estabHshed under 

(section 15(l)CbiJ• 

(3) After deterolnlng inc:- and principal In 

accordance· with the ter•s of the trust lnstru.ent ar of this 

chaptero the tr11stee shall charge to Inc-• or principal 

expenses and other charges as provided in (section 15]o 

MEN SftTIQN, Section 7. When right to lnca.e ·arises 

apportion•ent of incoae. (1) An Inca.. beneficiary is 

entitled to incooe fro• the date specified in the trust 

-6-
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instr-nt or. l'f none Is specined, fr011 the date an asset 

beco.es subject to the trust. Jn the case of an a5set 

becoei ng subject to a trust or reas- of a wlllo it be co-s 

subject to the trust as of the date of the death of the 

testator evan though there- Is an Intervening period of 

adein&stretiOII ~ the test.tor•s estate. 

(Zt In the adelnlstraUon ef a dece-.t•s estate or an 

asset becoaing sUbject to a tr-t by reason of a ttll'b -

(a) ·receipts - but - ·pal'd at ·the - of death of 

tile testator are principal;-

Cbt receipll:s In the fon~ ef pariodic pay- (other 

than corporate cUstriiMAlons to stockhol~h Including 

rent:, Interest,- or '*-ities, ROt - at the date af tbe 

death of the testator shall· be treated as eccrulng fro• <lay 

to day. That portion of the receipt accruing befor• tha date 

of death h 'prlneipale and the bel....ee Is 'inc-· 

(3J In all other cases. .,y receipt fr011 an 

inc:-pr-.c:lng asset ts· inc_, .,_ thOugh the receipt 

Wll$ eMnad or accrued in whole or in part before the data 

when the asset bee... subject to the trast. 

l~t Oft teralnatlon of a11 hie- Jn&erest, the inc-• 

b-flciarl' oohosa interest h 't.eraJ•tecto· or IUs estate, Is 

entitled to inc-• 

cat undistributed ..... the date of terelnatfon; 

(.l>t due but not pal d to the trwt .. on the date of 
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ter•i nat i·on; 

(c) in the fora of pe~lodic payeents (oth&~ than 

corporate distributions to stockholders)• including ren~• 

interest, or annutt.t·e$., not due on the dat:e of t•raination• 

accrued fro• day to day. 

(5) Corporate distribution& 

treated as due on the d8l' fixed 

deteralnatlon of stockholders 

dlst~ibution o~, If no date is 

to stockholders shall be 

by the corporation for 

of reCord entitled ~o 

fixed, .on the date of 

declaration of the· distribution by the corporation. 

NfM $S:Itrw. SectJon a. Inc011e earned 

a~nlstration of a decedent•s estate. (lJ Unless 

otherwise provides and subject to subsection 

·during 

the will' 

IZh all 

&"f"'nses incurred In connection with the set.tle-nt of a 

decedent• s estate• including debts• funeral expenses. ertat::e 

taxes.., I Merest and penalties concerning t.axes, faai 1 y 

allowances• t .. s of attorneys and personal representative&, 

and court costs. shall be charged against tiN principal of 

the estate. 

(ZJ Unless the vi 1l otherwise provldeso inc- fro• 

the assets o~ a dec•Gent•s estate after the death of the 

testator - be'fora dlstrllivtlon• Including lnc011a froa 

property used t:o discharge llabllit.iese sha11 be dete~ained 

in accordance •lth the rules applicable·to a trustee under 

this chapter and distributed as follows: 

-8-
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(a) to speclftc "le~ees -- deViilees. the inc- fra. 

the property bequeathed or devised to· thea respectl .. ly, 

lass taxes., ordi'-naW'y repairs.. ·and other expenses of 

lliOMge-Rt aRd operatioo of the property,· and an appropriate 

portion of Interest accrued 5ince the death of·tbe testator 

aRd of taxes iiiPOSed on i'IIC- (exclultlng taxes on -I:Bpltal 

gains) that accrue ·during the period of ildainl·strathJRI -

{b) to all other lagat-s and devisees. exc:ept 

legatees of pecuniary bequests not in·trust, the balance of 

the inc_, less· the balance of taxes. ordinary repairs·, and 

other expenses of aana~IK ·and operation of all·-pr.,....-ty 

froe Nbich the estate is entitled to Inc_, IIKeraat 

accrued since the death of the testatoro and taxes lapoSed 

on lncoae {excluding taxes on capital gainS) that ·accrue 

during the period of -inlstratlon• In proportt- to ·their 

respective interests in the undistribUted assets of the 

estate coeputed at ti .. ,. of distrJbuUon on the basis of 

Inventory value. 

'{31 Inc_. received by a trust:ee ander subsect:ion (2) 

shall be treated as inca.. of the trust. 

NEW SECIJQN. Section 9. Corporate 

Corporate distributions of shares of 

distribUtions. (1) 

the dlstrlbUtlftg 

corporation, Including distributions In the fora of a stock 

split or stock dividendo are principal. ·A right to ~ubscrlbe 

to •hares or other securities isSued by the dlstrlbut:ing 

-9-
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corporatlotl accruing to stoc:ltholder,. 011 acciDUftt of· tt>elr 

stock· ownarahlpo and the proc-ds of any sale of the rlghto 

are prhKUpal. 

(21 Except to the extent ·that the corporation 

indicates that s- part of ·a ca.,..rate diStribution Is· a 

settleMnt of preferred or ·guaranteed dlvl,clends accrued 

since the trast- bee•- ·a st.ockbDlder or 1-s 'In· ~11 eu of' an 

ordinary cash divtdofndo a corporate ~lstr.Uoution- Is 

prh'IC:I_p4l· If •thor distributi_, i·.s p41rsuant to• 

(a) a call of shares; 

CbJ a -rgar,~·cansol idirtiane reOrganl~atlon• or · other 

plan by which as~et& of the corporation .,.. required by 

another corporat ton;· ·or 

(c) a total or partial 1iqul<dati011 of· the corpoa>ationo 

including any· distribution Nblclt .the corporation Indicates 

is a distribution in -total or partial liquidation or any 

distribution of assets, other than casho pursuant to a court 

decree or #lna1 ad•lnlstrativ• o~der by a govern .. ftt agency 

ordering distribution of the particular assets. 

{3) Distributions aade fro• ordinary incOMe by a 

regulated investaent coapany or by a trust qualifying and 

electing to be taxed under federal laM as a real estate 

investment trust are inca.e. All other distributions .ade by 

the ca.pany ur trust, including distributions fro• capital 

gains, deprecidtion, or depletion, whether in the for• of 

-10-
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cash o,. an option to t:ake nev st-ack or Cii'Sh or an option to 

purchase addi~ional shares, are principal. 

(~) Except as provided In subsectloos (lr through (31• 

all corporate dls~tibutlons ar• inca.e, including c-sh 

dividends• distributions of or rlghts to subscribe to shares 

or securities or Obligations of corporaUoas other than the 

distributing corporation, and the· proc-ds of the rigllts or 

property di strlbtlt:l-s .. · Except as pr-Ided· In subs•~tlans 

(2) and (3h If the dlstrJIMiting corporation gives a 

steckllol,_ ..., ••- to receive a dls1:rfbutlon either in 

cash or· In Its own shares, 1:he dinrt.-fon chos8fl is 

I Riel-. 
(5)' The trast .. -I' rely upon any state-Itt of the 

distributing corporation ..,. 1:o any fac1: rel-ent -. ... , 

pr-lsi.,. of this chapter concerning the s-rce- or charac1:er 

of divklends ·or ell stributions of corpot"ate assets.; 

NfM ·SfCUIW. Sectl ... 10. -d pr811f .. and discount. 

(1) -s or ~her oblt!JII'tlone for the par-nt vf ..,., are 

prlnclpa't' at ~heir ln-tory vallleo except as provided In 

subsection (Zt for· dl scaunt bonds• No provision .., be -de 

for -rtlzatl an of bond .,,._,_ or for acc-lat·ian for 

disc-. The procea<ls of ••1••· ra<ln~ptlono ·or other 

disposition of ~he "-ds or cibllgorti- are·prln<:tpal. 

(2) The lncr-nt In valua of a bond or o1:her 

oblrgatlon for the pay-at of _ _, payabta at a future u.., 

-u-
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in accordance with' a fixed schedUle of appreciation in 

excess of the price at: which It was lso;ued Is distributable 

as inca... The incr.-ent In value i~ distributable to the 

baneflcl4ry who '""" the inc- benaficiar' at the t:i- of 

increaent Yra. the firs~ principal cash available or, if 

none Is available, - reaHzed by seleo radellptlon• or 

other disposition. w-henever unrealized lnc·r-nt is 

distributed as Inc- but out of princlpalo the principal 

shal ~ be rei-llbur:sed for the inc::.r-eat when real f zed. 

NfM seriiQN. Section· 11. austnass and 

operilt:lons. (1) If a tr_t_ lfS&S any part of the 

faralng 

principal 

In the continYance of e business of which the se1:1:1or •as a 

sole proprietor or a part:nero the net profits of the 

bes I ness • c.,..puted I A accwrclanc:e WIth gener illl y accepted 

ac:coUftti·ng pl'hiciples· for a ca.parable bualness, are lnc011e .• 

If a loss result' In any fiscal or calendar yearo the loss 

falls on principal and aay, not- be carried int:o any other 

fiscal or calendar year for ·p41rposea of calculating net 

incoee. 

(Z) Generally ac:cepted ·accotllttlng prlnelplas shall be 

used to deteralne Inc ... ·froe · an agricultural or far•ing 

operation• lnc1ucttnq t:he raising of aniaals or the operatloe 

of' a nurser,. 

MEM SEC[IQN, S•ctlon 12. Disposition of natural 

resources. (11 If any part of the principal consists of a 

-1z-



1 

z 
3 

It 

5 

6 

1 

a 

9 

10 

11 

lZ 

13 

lit 

15 

16 

11 

18 

19 

zo 

Z1 

zz 
Z3 

Zit 

25 

LC ~23/01 

right to reeelve royattteso ""owrldtng or llal'tecl royalties, 

working interests, production pa,..nts. -t profit 

interes-t.•• or othe.- interests in alnerals-·or ·ot.her natural 

resources In, on. or under lMd• the- r.celpb·.-f"roa tekJng 

the natural resouretts tr• the 1-· shall be allocated as 

fon-s: 

(a) If rec:elved as rent on • lease or extension: 

paJ88nts on a leaseo· the receipts are Inc;-. 

(b) If reeelved froa a proctuetlon pay-otto the 

receipts are Inc:- to the extent. of any factor #or l'nterest 

or Its equlvaleftt provi.,..d· in the governf•g· hoS'tr-nt. 

There shall be alloeatad to pritiCI pal the fraction of the 

balance of the receipts whleh the unreeovered cost of l:be 

production ·papoant bears to the balance owed on the 

production payaent, exclusive ·of any factw for· Interest or 

Its equl valent. The receipts not· alloeated to principal are 

inco.-. 

(c) If received as a royalty, overriding or llaited 

royalty or bonus. or fro• a working·,, net profit• or any 

other Interest In-' •lnarals or other natura) ~esources, 

receipts not provided for In subsection (l)Cat or ClJ(bJ 

shall be apportioned on a yearlJ basis in accordance vlth 

subsectl on tl )( c h Mbether or not: any natural resource was 

being taken fru. the land at the ti.e the trust was 

established. Not less than Zot but not .are than 50~ oY the 
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net receipts r..,.ini ng after paJ88nt of all ·expenseao dl r..ct 

and Indirect, c-puted without alloMance for depletion, 

shall be added to principal as an allovanee for depletion. 

The balance of the gross receipts. after payaeat·therefro• 

oY all expenses .. direc·t. and indirect. is lnca.a. 

(21 If a trustee, on .July h 1983o held· an lte• of 

depl et:able property of a type specified Jn··thi s sec:t·lono he 

shal"t allocate receipts froa the property In the aaOW>er used 

before .July 1• 1983• but: as to all depletable property 

acquired after July lo 1983, by an existing or new trusto 

the aethod of allocation provided In this section shall be 

used. 

131 This seetlon does not: apply to tl~r, water, 

soilw sod, dirt, turfe or aosses. 

NEH SFCTIQNo Section 13. Tlaber. If any part of the 

pr'inc·ipal consists of land fr011 .-hich .erchantable timer 

•ay be re•oved• the receipts fro. taking the ti~er fro• the 

land shall be allocated In accordance with [section 

5(1)(c) ]• 

NEW SfCIJQN. Section 14. Other property subject to 

depletion. Except as provided in [sections 12 and l3]e I~ 

the principal consists of property subject to depletion. 

including leaseholds, patents, copyrigh~s, royalty rights, 

and rights to receive payments on a contract for deferred 

co•pensation, receipts from the property, not in excess of 

-14-
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sz per year of the net receipts reaaining after pay.ant of 

expenses, directly and indirectly ca.puted without allowance 

'for depletion., are iftCOIIet and the balance Is principal. 

HEM SfCTipN. Section t-s. Charges against. inc011e and 

principal. C11 The following charges shall be aade against 

lnC011e: 

caJ ordinary expenses incurred in connection wlth the 

ad•t·nlsi:ratlon, Nnage-nt,· or ·preservation of the ·trust 

property,· Including regularly· recurring taxes assessed 

against any ·portion of the· principal; ·water rates; pre•i-s 

on insur anc:e takart ·upon the interests of the Inc-• 

b-'flcl·aryo re•inder-· or trvst .. ; Interest paid br the 

tr .. teel and ordiAary repalrsa 

(b)" a rea...,...ble all-liCe for depreclati... on 

property subject to depreciation vnder generally accepted 

accotmting prlm:tples., ·but: no alt-ance ..,y be - for 

depreciation of that portion· of any .. real property vsed· by a 

beneficiary as 11 residence or for depreciation of any 

property held by the truatee on .July h 1983o for which the 

triiS"tee Is ~not then -king .. an--··for" depreclatlolll 

·(c:J not less thaft _,..,lf-of court costs.· attorney 

fees, and other fees· an l)erlodh:· judicial acceufttingo unless 

the court dlnte!ts -a'thervi>se; 

·cdJ" court ' costs, attorney f_s, and fees on other 

acco..,tings or judicial proceeding& i·f 'the ·aatter prt•arlly 
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concerns the inca.& in~erest. unless the court directs 

otherwise; 

(el not less than one-half oi' the trustee• s regular 

coapensatlono ....,ther based on a percentage of pr inclpal or 

inco.a. and all e.pansas 

eanage-nt of principlil 

rea$onab1y. incurred for current 

and application of tncoaeo unless 

the court directs Qtherwise; 

Cfl any tax levied upon receipts defined •• liac-• 

unde~ this chapter or·tbe trDSt lnstruaent and payable by 

the trttStee. 

(2) If charges against incoae are of vnusval a-unt• 

the trustee .ay. by ... ns o~ reserves or other reasonable 

-•s. charge th- over a- reasonHle period of tlae and 

wlthftold frOil dlstrllltlt.ioll suff"lclent svas to regularize 

di striblltiolls. 

'(3) "The fall-Ing charges Shall be eade against 

principal: 

(a) trlnltee•s Cotlpeftsetlon not chargeable to inc-• 

under ~ubsec:ttons (l)(d) and ClHe); special coapensal:ion of 

tr~~&tees; expenses re1111-bly Incurred In connection with 

principal• court co11tso and attorney fees prlaarily 

concerning aatters .of ·prlndpal; - trust-•s coapensatlon 

coiiPIJted · an pri11C1pa1 as an acceptanceti diStr.ibUtlono or 

tereinatlon fear 

(b) charges not provided· for In subsection (11o 

-16-



1 

2 

3 

4 

5 

6 

7 

B 

9 

10 

11 

LC'O.ZS,O! 

incl-'fng the cost of ln¥astlng and reinv.stin~prlnclpal; 

the pay .. ort.s an ·principal- of aa i-btedlleuo Including a 

•rtgaga a•rtizad by periOdic payeam• of · princ·tpal; 

expanses for· preparetiorr Gf 1Jraparty 1'or ranl:el or sale; 

and9 unlaaa the court dl rwcts ·othiirvi·sa. expense'S tncvrred 

in -~nt:ainlng· or dei'endlng ·any ·...:uan ta c:onrtr..-c-the •trust 

or protect: tt: or the prope-rty or assure the title of any 

tniSt pl"opart:y; 

(c) extraordinary repairs ·or expansn· ln,:urrad in 

-ing a capital illl'rov-nt to principah inchtdiq special 

assesseaort.so but a· trustee aay establish an allowance 'far 

12 depreciation ·out: of' inc- ·to' the ·ax- par•lt:t:ed by 

13 subsection (1)(b) -d by (section 11}; 

14 (dt· any tax levied vpon proi'ito gain,; - or other 

15 

16 

11 

18 

receipts allocated to 

deno•lnet:ion of the tax as 

authority; 

prlncipalo 

an inc- tax 

not:wlth&t:andl ng 

by the taxing 

(eJ If an estate or Inheritance tax Is levied In 

19 respect to a trust: In which both an inco.a beneficiary and a 

20 reeainderean have an tntereStt any aeouort. apportioned to the 

21 trust• includtng in~arast and penalties, eYen though ~he 

22 inca•• beneficiary also has rights In the· principal.· 

23 ("t) Regularly recurring charges payable fro• lnc-e 

24 shall be apportioned to the s..a extent and· In the sa.e 

25 unner that inca-· Is apportione4 under (sectfcm 7 )• 
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MfM $fCJfOM. - Sect.lOA- 16. RepeaJer. Sect:IOdS 

7Z-Z5-10oto '72•2~201 through 72-25-209, 72-25-30\o and 

T2-Z5-302o MCAo are"repealed. 

MfM SEOJWt. · Section 17. Codification lactrMCt:iOd• 

Sections 5 through 15 ara· Intended t:a be c:odff'fed es an 

i~gral part: of Tltle-T2o chapter Z5t and the pro¥lslons of' 

Titl-e -72• chapter Z5t apply to sections 5 through 15· 

MfM s.ecn!!N. Section 18• Effective, d _ _. T-his act is 

effectlwe Jaly lo 1983. 

-End-
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HOUSE BILL NO. 215 

Approved by Committee 
on Judiciary 

INTRODUCED BY RAMIREZ, SPAETH, MILLER 

A BILL FOR AN ACT ENTITLED: "AN ACT TO ADOPT THE REVISED 

UNIFORM PRINCIPAL AND INCOME ACT AS PROMULGATED BY THE 

NATIONAL CONFERENCE OF COMMISSIONERS ON UNIFORH STATE LAWS; 

AMENDING SECTIONS 72-25-101 THROUGH 72-25-103 AND 72-25-105, 

/itCA; REPEALING SECTIONS 72-25-104• 12-25-201 THROUGH 

72-25-209, 72-25-301, AND 72-25-302, HCA; AND PROVIDING AN 

EFFECTIVE DATE.• 

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

Section 1. Section 72-25-101, MCAt is amended to read: 

"12-25-101. Short title. This chapter may be cited as 

the"&~~ Uniform Principal and Income Act•.• 

Section 2. Section 72-25-102, MCA9 is amended to read: 

"72-25-102. Definitions. In this chapter, the 

following definitions apply: 

t*t--•~"e~~e+•--mee"s--e"y-~ee+~y-e~-perso"a+~y-wh+eh 

~fts-8ee~-se-5e~-ds•ee-e~-~•m+ted-by--the--owner--~hereof--oP 

pe~s&ft---~~e~e~e---+e~e+ly---empawe~ed---the~---T~--and--eny 

~~o~t+~~t~oft$--fer--tt--ere--e•en~~e+~y--~e---be---eenveyedy 

de+~ve~edy--or--p8+d-~e-e-~e~~eny-wh+le-the-~et~rn-~herefrom 

or-~se-~he~eo~-er-e"y-per~-ef-~~e~-re~u~n-or-~se-+s--+"--~he 

meen~Tme-~o-be-~aken-er-reeeTve~-by-o~-he~d-+or-eee~m~+ftt~Oft 
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fe~-~he-5ame-e~-aAo•fter-per~e"• 

t~t--•Jneeae•--aean~-the-re~Hrn-~er~ve~-fre•-pr+ne~po+• 

t3t--•~enan~•--meeR~--~he--per~cn--to--whom--+neeme--~~ 

pre5en~+y-er-e~r~eft~~y-p~yob•e-~-fer-whem-+~-+~-aee~m~+a~ed 

er--whe--+5--en~+~~ed-~o-~he-benef+e~e+-~se-of-~he-pr+ne~~e~ 

,~e•en~~y-and-for-a-t~.e-~r+er-~o-+~s-d+str+b~t+on• 

.UL-!~QIDLtliUlillitial:e,__means the -~~o whom 

illkliiiiL_il_IILU!i:.D!.l.ll--llil.llalllLw:_fQL_}IllmiL.i:t.__iLa!:..lalll~ttil 

fllL.I!tit.J:lb~li.D.-iiLilll;llll!la 

til-!!JJlllaD:t.oU-lllllllil!!-lllllli.D.i--t.hll .c:.!!ll=.=H::::llroperty 

J!llfi:tiU!!II=::llY~t.IIS=tUliUS=A!Ili=l.b:::.c:.!!.it=liC~;i;IIJtC!:I lzuia~ 

f~rrl~~-=1:a!!.::P!:I.tP.UH2::11f=QJ:bu::pr-d:~he-ttmc-tt; 

UUIIC~U.II:j.ce!:::tll:ti!A~l:.tOb=lz!:lt=±D-CDte-stf-==t!lll.tAII~ 

t.rlllil=tiH:=t~Rs.::.u:t::lllicthJI=ntt!e-ttaoll:t::!:I!:Urm:i:DG~ 

~~~~~2=Af=~~rai=e2~~toxw-tf-a~pii~-ot;berwt~~ 

flltill.l!llr±tiiDI:II=tlUI A.Q..Illll~tL~All~__fQ!L~ll~~L-IAll 

fll&f..IJ.S..E.S.... 

t~t ill "R@ma i nderman" means the person ~+~+me~e+y 

entitled to the principal9 whether-Hamed--e¥--des+~n&ted--by 

~he--~e~m~--ef--~he--~¥a"sae~+oH--Dy-w"+eh-~he-pr+nc+pe+-was 

es~al!t++sfte6-er-ele~et"m+ned--by--opel"'et::+o"--·o-f--+ew lni;lLUllog 

in~~mll_wbi~li~-Deen_~~~mY12tea_~ng_llggea_~Q_pLi~~. 

f§tiil "Trustee" Tfte~~~e~ m~ the original trustee~ 

s~-a"y-~~~5~-~e-~h+eh-~he-pr+~c~pe+-eey-be-~~bjee+-a"d--e+~e 

any succ~eding or added trustee£__gog__~Oe--~~gng1 
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UW::&UilUtiU--liLLll&J;!!ll&o.t~~Ui.lt.L.I!Il&Dlll!~U:--iL.-RL!Ili.Ui211 

llLJ;b.i.:;._~L..i.Li.lllllliU.bl.Lto the e:;Ut&•" 

Section 3. Section 72-25-103, MCA, is a~ended to read: 

"72-25-103. Applicability. ~~+5-ehap~er-she++-&~p+y-eo 

a~+-e~ta~es-&¥-~enants-"r-~e~?ftde~~n-w~eh-beeeme--+e~e++y 

e~~e••~¥e--et•eP--K&Peh--~i.--~959w ~~1_-GA~!!Cifi~;i.lll.v. 

llr..wt.i.ll&ILi.o__tb&_.tL.u.:;t_J.nU,.[JI.eQ!;_gr._j;l!JL__.IIill_--ll£--ill-.l'.llll 

kbaR12~hli--~~--4RP1ies ~~UX-~P1-ar gxpen5e 

L!!i;i!iltJIII--liL--.i.nJ;Yllitll-i.lft&L-.luU-l.r.-.ll.IU.r._.b.v.--i.lllll.-....tr:llU-l!L 

ll&J;t~.lllmj;~--illiti.lt.h_~L.esUbl; s.bell-ll&fJIU--~~L.i.l.fl&L...llll.v. 

.lt._lll83, and whethu ttm-i.l.iH:t__.iaJUilltJIII.JtU__~Jil.UII by thil 

tr:Jatll!! of a .tL.u.:;t__gr:__jj per soni,ll UIIL&UDti.ltiu-liL.a 

D.s;edent • s ~&....ile.[Q:OJ: or afta.c......Jul )' 1, l2.8.l.a. • 

Se~tion ~. Section 72-25-105, HCA, is amended to read: 

"72-25-105. Interpretation -- uniformity. This chapter 

shall be so ~ft~rpreted-8ft8 construed as to effectuate its 

general purpo5e to make uniform the law of those states 

which enact it.• 

NEW SECJI~• Section 5. Duty nf trustee as to receipt 

and expenditure. (1) A trust shall be ad•·i-nistered with due 

regard to the respective interests of income beneficiaries 

and reaainder•en. A trust is so administered with respect to 

the allocation of receipts and expenditures if a receipt is 

credited or an expenditure fs charged to inca.e or principal 

or partly to each: 
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(a} in accordance with the terms of the trust 

in5trument 9 notwithstanding contrary provisions of this 

chapter; 

(b) ;n 

instrument, 

chapter; or 

(CJ ; f 

the absence of any contrary ter~s of the trust 

in accordance with the provisions of this 

neither of the preceding rules of 

administration is applicable, in accordance with what is 

reasonable and equitable in view of the interests of tnose 

entitled to income as well as of those entitled to principal 

and in view of the manner in which men of ordinary prudence. 

discretion. and judg•ent would act in the management of 

their own affairs. 

(2) If the trust instrument gives the trustee 

discretion in crediting a receipt or charging an expenditure 

to income or principal or partly to each, no inference of 

imprudence or partiality arises from the fact that the 

trustee has made an allocation contrary to d provision of 

this chapter. 

NEW SECil~a Section 6. Income principal 

charges. (1) Inca.e is the return in money or property 

~erived fro• the use of principal, including return received 

as: 

(a) rent of real or personal property, includin~ sums 

rec-eived for cancellation or renewal of a lease; 

-~- HB 215 
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(b) interest on money lent. including sums rece,ved as 

consideration for the privilege of prepayment of principal 

except as provideo in [section 10] on bond preMium and bond 

discount; 

(c) income earned during administration 

decedent•s estate as provided in [section&]; 

of a 

{d) corporate distributions as provided in [section 

9]; 

(e) accrued increment on bonds or other obligations 

issued at discount as provided in (section 10]; 

{f) receipts from business and farming operations as 

provided in (section ll]i 

(gt receipts from disposition of natural resources as 

provided in (sections 12 and 13]i 

(h) receipts from other principal subject to depletion 

as provided in [section 14}• 

(Z) Principal is the property which has been set aside 

by the owner or the person legally empowered so that it is 

held in trust, eventually to be delivered to a remainderman, 

while th~ return or use of the principal is in the meantime 

taKen or received by or held for accumulation for an income 

beneficiary. Principal includes: 

(a) consideration received by the trustee on the sale 

or other transfer of principal, or on repayment of a loan, 

or as a refund or replacement or change in the form of 
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principal; 

(b) proceeds of property taken on eminent doaain 

proceedings; 

(c) proceeds of insurance upon property forming part 

of the principal, except proceeds of insurance upon a 

separate interest of an income beneficiary; 

(dt stock dividends, receipts on liquidation of a 

corporation, and other corporate distributions as provided 

in [section 9]i 

(e) receipts from the disposition of corporate 

securities as provided in [section 10]; 

(f) royalties and other receipts from disposition of 

natural resources as provided in [sections 12 and 13}; 

(g) receipts from other principal subject to depletion 

as provided in (section 14j; 

(h) any profit resulting from any change in the form 

of principal; 

(i) any allowances for depreciation established under 

[section 15(1)(b)]• 

(3) After determining income and principal in 

accordance with the terms of tne trust instrument or of this 

chapter, the trustee shall charge to income or principal 

expenses and other charqes as provided in (section 15]. 

N~StCILON. Section 7. When right to income arises 

apportionment of income. tlJ An income beneficiary is 

-6- rl6 215 
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entitled to income fro~ the date specifjed in the t~u~t 

instrument or, if none is specified, from the date an asset 

becomes subject to the trust. In the case of an asset 

becoming subject to a trust by reason of a will, it becomes 

subject to the trust as of the date of the death of the 

testator even though there is an intervening period of 

ad•ini-str-ation of the testator•s estate. 

(2) In tne administration of a decedent•s estate or an 

asset beco~ing subject to a trust by reason of a will: 

(a) receipts due but not paid at the· date of death of 

the testator are principal; 

(bt receipts in the form of periodic pay•ents (other 

than corporate dlstrioutions to stockholders), including 

rentt interest, or annuities, not due at the date of the 

death of the testator shall be treated as accruing from day 

to day. That portion of the receipt accruing before the date 

of death Is principal, and the balance Is income. 

(3) In all other cases, 

income-producing asset is income, even 

any receipt 

though the 

from an 

receipt 

was earned or accrued in whole or in part before the date 

when the asset beca•e subject to the trust. 

t4) on termination of an income interest, the income 

beneficiary whose interest Is terminated, or his estate, is 

entitled to income: 

(a) undistributed on the date of termination; 
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{b) due but not paid to the trustee on the date of 

termination; 

(c) in the form of periodic payments (other than 

corporate distributions to stockholders)• including rent• 

interest, or annuities, not due on the date of termination9 

accrued from day to day. 

(5) corporate distributions to stockholders shall oe 

treated as due on the day fixed by the corporation for 

determination of stockholders of record entitled to 

di&tribution or, if no date is fixed, on the ddte of 

declaration of the distribution by the corporation. 

MEN_SEtil~a Section a. Income earned during 

administration of a decedent's estate. (11 Unless the will 

otherwise provides and subject to subsection (2,, all 

expenses incurred in connection with the settlement of a 

decedent's estate. including debts 9 funeral expenses, estate 

taxes. interest and penalties concerning taxes• family 

allowances, fees of attorneys and personal representatives, 

and court costs, shall be charged against the principal of 

the estate. 

(2) Unless the will otherwise provides, income from 

the assets of a decedent•s estate after the death of the 

testator and before distribution• including income from 

property u~ed to discharge liabilities. shall be determined 

in accordance with the rules applicable to a trustee under 
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this chapter and distributed as follows: 

(a) to specific legatees and devisees, the income from 

the property bequeathed or devised tu them respectively, 

less taxes 9 ordinary repairSY and other expenses of 

management and operation of the property, and an appropriate 

portion of interest accrued ~ince the death of the testator 

and of taxes imposed on income (excluding taxes on capital 

gainst that accrue during the period of administration; 

{b) to all other legatees and devisees. except 

legatees of p~cuniary bequests not in trust, the balance of 

the income, less the balance of taxes, ordinary repairs, and 

other expenses of management and operation of all property 

from which the estate iS entitled to income, interest 

accrued since the death of the testator, and taxes imposed 

on income (excluding taxes on capital gains) that accrue 

during the period of administration, in proportion to tneir 

respective interests in the undistributed assets of the 

estQt~ computed at times of distribution on the basis of 

inventory value. 

(3) Income received by a trustee under subsection (2) 

shall be treated as income of the trust. 

UEK-SEti!OH& Section 9. Corporate distributions. (1) 

Corporate distributions of shares of the distributing 

corpordtion 9 including distributions in the for~ of a stock 

split or stock dividend, are principal. A right to subscribe 
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to shares or other securities issued by the distributing 

corporation accruing to stockholders on account of their 

stock ownership 9 and the proceeds of any sale of the right. 

are principal. 

(2} Except to the extent that the corporation 

indicates that soMe part of a corporate distribution is a 

settlement of preferred or guaranteed dividends accrued 

since the trustee became a stockholder or is in lieu of an 

ordinary cash dividend, a corporate distribution is 

principal if the distribution is pursuant to: 

(a) a call of shares; 

(b) a merger, consolidation• reorganization. or other 

plan by which assets of the corporation are required by 

another corporation; or 

(c) a total or partial liquidation of the corporatioo 9 

including any aistribution which the corporation indicates 

is a distribution in total or partial liquidation or any 

distribution of assets. other than cash, pursuant to a court 

decree or final administrative order oy a government agency 

ordering distribution of the particular assets. 

(3) Distributions made from ordindry income by a 

regulated investment company or by a trust qualifying and 

electing to be taxed under federal law as a real estate 

investment trust are income. All other distributions made oy 

the company or trust, including distributions from capital 

-10- HB 215 
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gains, depreciation, or depletion• whether in the form of 

cash o~ an option to take new stock or cash or an o~tion to 

purchase additional shares, are principal. 

(4) Except as p·rovided in subsections (l) through (3)., 

all corporate Oistributions are income• including cash 

dividends, distributions of or rights to subscribe to shares 

or securities or obl i~ations of corporations other than the 

distributing corporation, and the proceeds of the rights or 

property distributions. Except as provided in subsections 

(Z) and (3J, if the distributing corporation <;ives a 

stockholder an option to receive a distribution either in 

cash or in it:ll own shares, the distribution chosen is 

income. 

(5) The trustee may rely upon any statement of the 

distributing corporation a~ to any fact relevant under any 

provision of this chapter concerning the source or ~haracter 

of dividends or distributions of corporate assets. 

~-SftllUN~ Section 10. Bond pre~ium and discount. 

(1) ~onds or other obligations for the payaent of money are 

principal at their inventory value, except as provided in 

subsection (2) for discount bonds. No provision may be made 

for amortization of bond premiums or for accumulation for 

discount. The proceeds of sate, redemption, or other 

disposition of the bonds or obligations are principal. 

{l) The increment in value of a bond or other 
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obligation for the payment of money payable at a future time 

in accordance with a fixed schedule of appreciation in 

excess of the price at which it was issued is distributable 

as income. The increment in value is distributable to the 

beneficiary who was the income beneficiary at the time of 

increment from the first principal cash dVailable or• if 

none is available• when realized by sale, redemption• or 

otner disposition. whenever unrealized i ncremen't. is 

distributed as income but out of principal• the principal 

shall be reimbursed for the increment when realized. 

M~~ftilQH~ Section 11. Business and farminq 

operations. (l) If a trustee uses any part of the principal 

in the continuance of a business of which the settlor was a 

sole proprietor or a partner, the net profits of the 

business, co•puted in accoroance with generally accepted 

accounting principles for a comparable business, are income. 

If a loss results in any fiscal or calendar year, the loss 

falls on principal and may not be carried into any other 

fiscal or calendar year for purposes of calculating net 

income. 

(2) Generally accepted accounting principles shall oe 

used to determine income from an agricultural or farming 

operation, incluaing the raisin~ of animals or the operation 

of a nursery. 

~elL~ Section 12. Disposition of natural 
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resources. (1) If any part of the principal consists of a 

right to receive royalties, overriding or limited royalties~ 

working interests, production payments, net profit 

interest.s, or other interests in 111inerals or other natural 

resources in, on, or under land, the receipts from taking 

the natural resources from the land shall be allocated as 

follows: 

(a) If received as rent on a lease or extension 

payments on a lease, the receipts are income. 

(b) If received from a production payaent, the 

receipts are incOMe to the extent of any factor for interest 

or its equtvalent provided in the governing instruaant. 

Th~re shall be allocated to principal the fraction of the 

balance of the rec~ipts which the unrecovered cost of the 

production payment bears to the balance owed on the 

production payment. exclusive of any factor for interest or 

it~ equivalent. The receipts not allocated to principal are 

income. 

(c) If received as a royalty, overriding or limited 

royalty or bonus, or from a working. net profit, or any 

other interest in minerals or other natural resources, 

receipts not provided for in sub5ection tl)(a) or (l)(b) 

shall be apportioned on a yearly basis in dCCordance with 

subsection (l){c), whether or not any natural resource WdS 

being taken from the land at the time the trust was 
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established. Not less than zo~ b~t-not Qg more than 50% of 

the net receipts ~e•a~A·ft~-e~~e~-~eymen~--e~--e++--expensesT 

8~Fee~---eft~---•A~+~ee~y---eesp~~ed--w+~he~~--e~+ewenee--fo~ 

df!p'l-e~i-<>H.L.....lil-lili_Jlfll&!U.II~-l.JL_ll!L.JU.S>.!!.flllllL_lH:_llif 

TBUSTEf~ shall be added to principal as an allowance for 

depletion. The balance of the g¥o~~ ~ receiptsy--~f~er 

paymeft~--~he~e~~em--e~-8~~-e-~eft~e~y-dt~ee~-end-+nd+~ee~y is 

income. 

(2) If a trustee. on July 1. 1983, held an item of 

depletable property of a type specified in this section, he 

shall allocate receipts from the property in the manner used 

before July 1 7 1983, nut as to all depletable property 

acquired after July 1 9 1983, by an existing or new trusty 

the method of allocation provided in this section shall be 

used• 

(3) This section does not apply to timber, watert 

soil• sod, dirt, turf. or 10osses. 

~Ew_~oN~ Section 13. Timber. If any part of the 

principal consists of land from wilich merchantable timber 

may be removed, th& receipts from taking the timber from the 

land shall be allocated in accordance with i sact ion 

5(1)(c)Jo 

Nfw_sttila~~ Section 14. Other property subject to 

aepletion. Except as proviaed in [~ections 12 and 13]~ if 

the principal consists of pro~erty subject to depletion. 
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including leaseholds, patents, copyrights, royalty rights, 

and rights to receive payments on a contract for deferred 

compensation, receipts from the property, not in excess of 

5t per year of the net receipts remaining after payment of 

expenses. directly and indirectly computed without allowance 

for depletion, are income, and the balance is principal. 

MfH_~~DM£ Section 15. Charges against income ~nd 

principal. (1) The following charges shall be made against 

incoae: 

(a) ordinary expenses incurred in connection with tne 

administration, management, or 

property, including regularly 

preservation of the trust 

recurring taxes assessed 

against any portion of the ?rincipal; water rates; premiums 

on insurance taken upon the interests of the inco11e 

beneficiary, remainderman, or trustee; interest paid by the 

trustee; and ordinary repairs; 

(b) a reasonable allowance for depreciation on 

property subject to depreciation under generally accepted 

accounting principles, but no allowance may be made for 

depreciation of that portion of a~y real property used oy a 

beneficiary as a residence or for depreciation of any 

prop.erty held by the trustee on July 1, 1983, for which the 

trustee is not then making an dllowance for depreciation; 

(c) not less tnan one-half of court costs, attorney 

fees, and other fees on periodic judicial account_ing, unless 
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th~ court directs otherwise; 

(o) court costs, attorney fees, and fees on other 

uccountings or judicial proceedings if the mdtter primarily 

concerns the income inte~est 9 unless the court directs 

otherwise; 

(e) not less than on~-half of the trustee's r~gUldr 

compensation, whether based on a percentage of principal or 

income, and all expenses redsonably incurred for current 

management of principal and application of income, unless 

the court directs otherwise; 

(ft any tax levied upon receipts defined as income 

under this chapter or the trust Instrument dna pavable oy 

the trustee. 

(2) If charges against income are of unusual amount, 

the trustae may, by means of reserves or other reasonable 

medns, charge them over a reasonabl~ period of time and 

withhold from distribution sufficient sums to regularize 

distributions. 

(3) The following charges shall be made 

principal: 

agaim;,t 

(a) trustee•s compensation not chargeable to income 

under subsections (l)(d) and (l)(e); special compensation of 

trustees; expenses reasonably incurred in connection with 

principal, court costs, and attorney fees pri.nari Jy 

concerning matters of principal; and trustee•s compensation 
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computed on principal as an acceptance, distribution, or 

termination fee; 

(b) charges not provided for in subsection (1), 

includin~ the cost of in~esting and reinvesting principal; 

the payments on principal of an indebtedness, including a 

•ortgage amortized by periodic payments of principal; 

expenses for preparation of property tor rental or sale; 

and, unless the court directs otherwise, expenses incurred 

in maintaining or defending any action 'to construe the trust 

or protect it or the property or assure the title of any 

trust property; 

(c} extraordinary repairs or expenses incurred in 

makinq a capital improvement to principal, including special 

assessments, but a trustee may establish an allowance for 

depreciation out of inco~e to the extent permitted by 

subsection (LJ(b) and bY [section 11]; 

(d) any tax levied upon profit, gain, or other 

receipts allocated to principal, notwithstanding 

19 denomination of the tax as an income tax by the taxing 

zo authority; 

21 (e) if an estate or inheritance tax is levied in 

22 respect to a trust in which both an income beneficiary and a 

23 remainuerman have an interesty any amount apportioned to the 

24 trust, including interest and penalties, even though the 

2S income beneficiary also has rights in the principal. 
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(4) Regularly recurring charges payable from income 

shall be apportioned to the sa~e extent and" in the same 

manner that income is apportioned under [section 7]• 

NfW SECIION 4 Section 10. 

72-25-104 9 72-25-201 ~hrough 

72-25-302, MCAt are repealed. 

Hf~_sf~£ Section 11. 

Repealer. 

72-25-209. 

Codification 

Sections 

72-25-301• and 

instruction. 

Sections 5 through 15 are intended to be codified as an 

integral part of Title 72, chapter Z5t and the provisions of 

Title 72~ chapter 25, apply to sections 5 through 15. 

~~~Ilab£ Section 18. Effective date. This act is 

effective July lr 1983. 

-End-
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HOUSE BILL NO. 215 

INTRODUCED BY RAMIREZt SPAETH, MILLER 

A BILL FOR AN ACT ENTITLED: "AN ACT TO ADOPT THE REVISED 

UNIFORM PRINCIPAL ANO INCOME ACT AS PROMULGATED BY THE 

NATIONAL CONFERENCE OF COMMISSIONERS ON UNIFORM STATE LAWS; 

AMENDING SECTIONS 72-25-1D1 THROUGH 72-25-103 AND 7Z-Z5-105t 

HCA; REPEALING SECTIONS 12-25-104t 72-25-201 THROUGH 

72-25-209, 72-25-301, ANO 72-25-302, MCA; AND PROVIDING AN 

EFFECTIVE DATE." 

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

Section 1. Section 72-25-101• MCAt is amended to read: 

"72-25-101· Short title. This chapter may be cited as 

the •Reyjsed Uniform Principal and Income Act•.• 

Section 2. Section 72-25-102, HCA, is amended to read: 

•72-25-102· Definitions. In this chapter, the 

following definitions apply: 

tlt--•PP+fte~G~·--•eafts--afty-~ea?~y-er-per~ona+ty-whTeh 

~es-eeeft-se-se•-e§•~e-eP-~••+~e~-hy--~fte--owfte~--~hereo~--or 

pe~son---~he~e~e---+e~d++y---e•pewePe~---~ftet---*~--and--eny 

sH&s~~~~t+ofts--fOP--••--ere--even~~a+~y--~o---be---eoftveyed? 

de++ve~edy--or--pe+d-~o-a-per~on•-wht~e-~he-~et~~n-~he~efrom 

er-use-~hereo~-er-any-par~-of-~Heh-re~arft-~-ase-+s--Tn--the 

•ea~t+•e-~o-be-~aken-or-reeeTwe~-by-er-he+d-tor-aeeama+atTon 
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fe•-•he-sa•e-e~-afte-he~-per5e~. 

tit--•~nee.e•--aeans-the-re~arn-~er+we~-fre.-prTfteTpe•• 

t3t--•~enan~--.een$--~he--persen--•e--who.--+nee.e--T~ 

pPeSeft~•y-eP-e~••en~+y-peya~+e-e¥-~er-who•-+~-+~-eeeuma+e~ed 

e¥--whe--+s--eft•+•?e~-~e-~he-8eftef+e•e?-~se-ef-the-,rTfteTpe~ 

presen•~y-aft~-for-•-•+.e-pr+or-~o-+~•-d+s~r+ba~+o"• 

Ul--!l..o-'SBL!leWifi~¥.:- wans the per son to who• 

.i~-U-~e.n.t..l..J__pua!ll.L.OL-.fa.c._tfho• j 1; j s ac,c,uwu 1 a~ 

L2L...sti.ntiJuG.lliD as i neon. 

ill--!l~~~LX~~!Y~eags tbe ~:Af==aroperty 

pwrebosed==hY=ths:t~2~t:Aa~~~adjwated-boata-tor 

fedltli:~~AK:A~P02ta-of-Rther-prapertx=a~be-t+•e-tt 

Deeowe:avbieel:SA:Sba:~~-bvt-tn-C03e=ot-~3to••ntery 

~t=:lbe~~~Ma•-tb•-Y•t•e-ftnotty-dete~=tar 

tb&=purooaea-of=fcdcrot-esto~toxy-tf-•ppttc•Pter-otberwtae 

foJO:illbetileu=lllll AILI!lUfiL8A S I S FOR EEilEJl..M....-ll!ltJH!.L-IAll 

fU&.el!Sf.S... 

f~ti~ "Remainderman• means the pe-rson ttl-~+•a~eioy 

entitled to the principal, whe~fte~-nemed--e~--de~+gna~ed--by 

~he--~eP-.--ef--~he--~•ensoe~+eft--by-wh~eh-~he-pr+ne+pa+-wDs 

es~ae~•aftee-e.-~~ePm~fte8--hy--epe~e~+oft--o~--+ow ~Lng 

ios;.~~IIJll_ltlll~...buo_;H;QIIlld.n~41llLalllllul....to pc i oc i pal • 

t§tLil •Trustee" +ne~ades ~ the original trustee~ 

o~-afty-~Fvs~-•e-~h•eh-e~e-~••neT~s+-mey-be-sabjee~-end--a+so 

any succeeding or added truste&£-.ilOd.......t.hiL ... ~UIIOal. 
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I.&IIC!I.ilUlt.ilt..iltll..llf_a_JHi~.tUI!IIlC.Ji estate WbeD\tl!IIL_"--l!LLIx.illluJ 

llLt.~ cbagt:eL. is appl i u.bl!Lt.~-ti:t.ilbt•" 

Section 3, Section 72-25-1039 MCA• is amended to read: 

"72-25-103, Applicability. ~~+5-ehepee~-§he++-epp+y-to 

e~+-esee~-~-~efteft~s-&~-~e.e?ftde~.eft-wh+eh-&eeeee--~~+y 

e~feet~ve--ef~r--Mereh--~~y--i9§9w f~t-~~g~jficalJ¥ 

QLI!Xislad in-t.bL:t.l:.s4L.ill.UU11111:Dt or !:he w! II ..Q.[_.iQ_.tJl.i.li 

.dlap.:ter • t.b..i..i.-~UL. appl I e.s.__t..o__anx_.c.e~RL.or expense 

C.~.iltlllL.llc._.iD,;wc.c.lllL.afUc....liiU-l.o...l.ill.t.-b.l!-dllL.-UYSt. or 

~~--.es.t.a~-~.L•stobl j shed t>ef2L.L&u:_after .July 

.l.a-J.2-U.L.and whether t.b.tl-il.l...l..ll.L.l.U.Ql yed was JK.Qu.iJ:Md by the 

.t..I:JAU. of a-t.r.Ja.t--GL-il gersgnal .utQL•sentetiy.e of a 

~d.tnt • s est; ate .b..e..f.cu:e_g,Laf.tec July 1 • .1.2illa" 

Section ~. Section 72-25-105, MeA. is a~nded to read: 

"72-25-105. Interpretation -- uniformity. This chapter 

shall be so *"~rpre~eG-aftd construed as to effectuate Its 

general purpose to make uniform the law of those states 

which enact it.• 

NEW SEtii~• Section 5. Duty of trustee as to receipt 

and expenditure. (1) A trust shall be administered with due 

regard ~o the respective interests of income beneficiaries 

and remainderaen. A trust is so administered with re~pect to 

the allocation of receipts and expenditures if a receipt is 

credited or an expenditure is charged to incoae ar principal 

or part 1 y to each: 
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(a 1 in accordance with the terms of the trust 

instru~ent. notwithstanding contrary provisions of this 

chapter; 

(b) in the absence of any contrary terms of the trust 

instrument, in accordance with the provisions of this 

chapter; or 

(c I if neither of the preceding rules of 

administration is applicable, in accordance with what is 

reasonable and equitable in view of the inter·ests of tnose 

entitled to income as well as of those entitled to principal 

and in view of the •anner in which men of ordinary prudence, 

discretion, and judgment would act in the management of 

their own affairs. 

(2) If the trust instruMent, gives the trustee 

discretion In crediting a receipt or --charging an expenditure 

to income or principal or partly to each, no inference of 

i•prudence or partiality arises from the fact that the 

trustee has •ade an allocation contrary to a provision of 

this chapter. 

HEW_SftllaHa Section 6. Income -- principal 

charges. (1) Income is the return in aoney or property 

derived from the use of principal, including return received 

as: 

(a) rent of real or personal property, including sums 

received for cancellation or renewal of a lease; 

-t,- HB 215 
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(b) interest on money lent. including sums rece~ved as 

consideration for the privilege of prepay•ent of principal 

except as provideO in [section 10] on bond premiu• and bond 

discount; 

(c) incoMe earned during administration of a 

decedent's estate as provideo in [section 8]; 

(d) corporate distributions as provided in [section 

9}; 

(e) accrued increment on bonds or other obligations 

issued at discount as provided. in [section lO]i 

(f) receipts from business and farming operations as 

provided in [section 11]; 

(g) receipts from disposition of natural resources as 

provided in (sections 12 and 13]i 

(h) receipts from other principal subject to depletion 

as provided in (section 1~}. 

(l) Principal is the property which has been set aside 

by the owner or the person legally empowere~ so that it is 

held in trust, eventually to be delivered to a remaindermany 

while th~ return or use of the principal Is in the meantime 

taken or received by or held for accumulation for an income 

beneficiary. Principal includes: 

(a) consideration received by the trustee on the sale 

or other transfer of principal, or on repayment of a loan, 

or as a refund-or replacement or chan9e in the form of 
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principal; 

(b) proceeds of property taken on eminent do•ain 

proceedIngs; 

(c) proceeds of insurance upon property forming part 

of the principal, except proceeds of insurance upon a 

separate .interest of an income beneficiary; 

(d) stock dividends, receipts on liquidation of a 

corporation, and 

in [section 9]i 

other corporate distributions as provided 

(e) receipts from the disposition of corporate 

securities as provided in [section IO]i 

(f) royal~ies and o~her recelp~s fro• dlsposi~ion of 

natural resources as provided in [sections 12 and 13): 

(~) receipts ~rom other principal subject to depletion 

as provide~ in [section l~j; 

(ht any profit resultinq from any change in the form 

of p-rincipal; 

(i) any allowances for depreciation established under 

(section 15(1)(b)]• 

(3) After detenaining incowte and principal. in 

accordance with the terms of the trust instrument or of this 

chapter. the trustee shall charge to Income or principal 

expenses and other charges as provided in (section 15]. 

. ~EH-~EtL10Ha Section 7. When right to income arises 

dpportionment of income. (.1) An income beneficiary is 

-6- liB 215 
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entitled to income from the date specified in the trust 

instrument ort if none is specifiedt from the date an asset 

becomes subject to the trust. In the case of an asset 

beco•ing subject to a trust by reason of a will, it becomes 

subject to the trust as of the date of the death of the 

testator _even though there is an intervening period of 

ad~inistration of the testdtor•s estate. 

(2) In the ad~inistration of a decedent•s estate or an 

asset becoming subject to a trust by reason of a will: 

(a) receipts due but not paid at the date of death of 

the testator are principal; 

(b) receipts in the form of periodic payments (other 

than corporate distributions to stockholders)• Including 

rent, interest, or annuities, not due at the date of the 

d@ath of the testator shall be treated as accruing from day 

to day. That portion of the receipt accruing before the date 

of death Is principal, and the balance is inca.e. 

(3) In all other cases, any receipt from an 

income-producing asset is inco.e, even though the receipt 

was earned or accrued In vhole or in part before the date 

when the asset becaMe subject to the trust. 

(4) on ter•i.nation of an income interest, the income 

beneficiary whose interest is terminated, or his estate, is 

entitled to ~nco•e: 

(aJ undistributed on the date of terminatloni 
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(b) due but not paid to the trustee on the date of 

te..-.nination; 

(c) in the form of periodic payments (other than 

corporate distributions to stockholders)• including rent• 

interest, or annuities, not-due on the date of termination. 

accrued from day _to day. 

(5) Corporate distributions to stockholders shall Oe 

treated as due on the day fixed by the corporation for 

determination of stockholders of record entitled to 

di~tribution or, if no date is fixed• on the date of 

declaration of the distribution by the corporation. 

KfW SECTIUMa Section 8. Income earned during 

administration of a decedent•s estate. (1) Unless the will 

otherwise provides and subject to subsection (2)• all 

expenses incurred in connection with the settlement of a 

decedent•s estate, including debts. funeral expenses. estate 

taxes, interest and penalties concerning taxes• family 

allowances, fees of attorneys and personal representatives, 

and court costs. shall be charged against the princi·pal of 

the estate. 

(Z) Unless the will otherwise provides• lncone from 

the assets of a decedent's estate after the death of the 

testator and before distribution, including income from 

property used to discharge 1iabilities9 ~hall be determined 

in accordance with the rules applicable to a trus~ee under 
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this chapter and distributed as follows: 

(a) to specific legatees and devisees. the income from 

the property bequeathed or aevised to them respectively, 

less taxes, ordinary repairs. and other expenses o~ 

manage•ent and operation of the property, and an appropriate 

portion of interest accrued since the death of. the testator 

and of taxes imposed on income (excluding taxes on capital 

gainst that accrue during the period of ad•inistration; 

(b) to all other legatees and devisees, except 

legatees of pecuniary bequests not in trust, the balance of 

the inca.e. less the balance of taxes, ordinary repairs, and 

other expenses of •anageaent and operation of all property 

fro• which the estate is entitled to income, interest 

accrued since the death of the testator, and taxes imposed 

on incoMe (excluding taxes on capital gains) that accrue 

during the period of administration, in proportion to their 

respective interests in the undistributed assets of the 

estate computed at times of distribution on the basis of 

inventory value. 

(3) Inco~e received by a trustee under subsection (lt 

shall be treated as inco•e of the trust. 

MEW_1ELI~CU. Section 9. 

corporate distributions of 

torporate distributions. (1) 

shares of the distributing 

corporation, including distributions in the form of a stock 

split or stock dlvidend, are principal. A right to subscribe 
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to shares or other securities issued by the distributing 

corporation accruing to stockholders on account of their 

stock ownership, and the proceeds of any sale of the right• 

are principal. 

(Z) Except to the extent that the corporation 

Indicates that some part of a corporate distribution Is a 

settlement of preferred or guaranteed dividends accrued 

since the trustee became a stockholder or is in lieu of an 

ordinary cash dividend, a corporate distribution is 

principal if the distribution is pursuant to: 

(a) a call of shares; 

(b) a merger, consolidation, reorganization, or other 

plan by which assets of the corporation are required by 

another corporation; or 

(c) a total or partial liquidation of the corporation, 

including any distribution which the corporation indicates 

is a distribution in total or partial liquidation or any 

distribution of assets. other than cash, pursuant to a court 

decree or final administrative order by a government agency 

ordering distribution of the particular assets. 

(3) Distributions made from ordinary income by a 

regulated investment coMpany or by a trust qualifying and 

electing to be taxed under federdl law as a real estate 

investBent trust are income. All other distributions made by 

the company or trustt including distributions from capital 
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gains. depreciation, or depletion 9 whether in the form of 

cash or an option to take new stock or cash or an option to 

purchase additional shares, are principal. 

(4) Except as provided in subsections (lJ through (~)• 

all corporate distributions are income, including cash 

dividends, distributions of or rights to subscribe to shares 

or securities or obligations of corporations other than the 

distributing corporation, and the proceeds of the rights or 

property distributions. Except as provided in subsections 

(2) and (3), if the distributing corporation gives a 

stockholder an option to receive a distribution either in 

cash or in its own ~hares, the distribution chosen is 

incoJRe. 

(5J The tru•tee may rely upon any statement of the 

distributing corporation as to any fact relevant under any 

provision of this chapter concerning the source or character 

of dividends or distributions of corporate assets. 

~~~ Section 10. Bond premium and discount. 

(1) Hoods or other obligations for the payment of .oney are 

principal at their inventory value~ except as provided in 

subsection (Z) for discount bonds. No provision may be made 

for amortization of bond premiums or for accumulation for 

discount. The proceeds of sale, redemption, or other 

disposition of the bonds or obligations are principal. 

(2 J The increment in value of a bond or other 
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obligation for the payment of money payable at a future time 

in accordance with a fixed schedule of appreciation in 

·excess of the price at which it was issued is dtstributable 

as income. The increment in value is distributable to the 

beneficiary who was the income beneficiary at .the time of 

increment from the first principal cash available or~ if 

none is avail-able, when realized by sale, redemption~ or 

other disposition. Whenever unrealized increment is 

distributed as income but out of principal, the principal 

shall be reiabursed for the increment when realized. 

8GW SECII~• Section 11. Business and farlti ng 

operations. (1) If a trustee uses any part of the principal 

in the continuance of a business of which the settlor was a 

sole prop~ietor or a partner, the net profits of the 

business, coaputed in accoroance with generally accepted 

accounting principles for a comparable business~ are income. 

If a loss results in any fiscal or calendar year~ the loss 

falls on principal and may not be carried into any other 

fiscal or calendar year for purposes of calculating net 

income. 

(21 Generally accepted accounting principles shall oe 

used to determine incoiRe from an agricu-ltural or farming 

opera~ion• incluoing the raising of ani~als or the operation 

of a nursery. 

tlf.IL.SU.Ullli.o. Section 12. Disposition of natural 
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resources. (1, If any part of the princi.pal consists of a 

right to receive royalties, overriding or ll•ited royalties, 

working interests, production payt~ents. net profit 

interests, or other interests In minerals or other natural 

resources in, on, or under landt the receipts fro• taking 

the natural resources from the land shall be allocated as 

follows: 

(aJ If received as rent on a lease or extension 

payments on a lease, the receipts are income. 

(b) If received fro• a production pay•ent, the 

receipts are incORe to the extent of any factor for interest 

or its equivalent provided In the governing instruaent. 

There shall be allocated to principal the fraction of the 

balance of the receipts Nhich the unrecovered cost of the 

production payment bear5 to the balance owed on the 

production payment, exclusive of any factor for intere5t or 

its equivalent. The receipts not allocated to prinCipal are 

inco.e. 

(ct If received as a royalty, overriding or limited 

royalty or bonus, or from a Marking, net profit, or any 

other interest in minerals or other natural resources• 

receipts not provided for in subsection tl)(a) or (lJ(b) 

shall be apportioned on a yearly basis in accordance with 

subsection (l)(C)t whether or not any natural resource was 

being taken from the land at the time the trust was 
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established. Not less than ZO,.~~~-ftO~ Q& more than 50~ of 

the net receipts ~eme~ft~ft~-e~~e~-payme~~--ef--e~~--eMpeftses• 

8~ree~---en8---~ft4~¥ee~T---ee.,Heed--W+~fteu~--a+iowenee--¥o~ 

<lephHeft..__I.Q_Ji£_Jl.f.URI1 I NED ..lfL_ll!L...llll'-!Uil.UI.IL-'I.E-Il:i.E 

IRUSI£E, shall be added to principal as an allowance for 

depletion. The balance of the g~o~' !EI receiptsy--ef~er 

~ey•ene--~here~r&M--e#-a++-eMpen•e•T-d~•ee~-eftd-+ftd+ree~y is 

income. 

(2) If a trustee, on July 1 9 1983. held an item of 

depletable property of a type specified in this section, he 

shall allocate receipts from the property in the manner used 

before July 1. 1983• but as to all depletable property 

acquired after Ju-ly 1 9 1983 9 by an existing or new trustr 

the method of allocation provided in this section ~hall be 

used. 

(3) This section does not apply to timber, wa~er, 

soil 9 sod, dirt• turf, or mosses. 

~fW_SfkllOM~ Section 13. Timber. If any part of the 

principal consists of land from ~hich merchantable timber 

may be removed, the receipts from taking the timber from the 

land shall be allocated in accordance with [sactlan 

5(l)(c) ]• 

~~~-SfkllOML Section 14. Other propertt subject to 

depletion. Except as provided in [sections 12 and 13J• if 

the principal consists of property subject to depletion• 
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including leaseholds, patents, copyrights. r~y~lty right&• 

and rights to receive payments on a contract for deferred 

compensation, receipts from the property, not in excess of 

5' per year of the net receipts reaainin~ after payment of 

expenses, directly and indirectly co.puted without allowance 

for depletion, are income9 and the balance is principal. 

lfW 5EtTIQN• Section 15. Charge5 against income and 

principal. (1) The followin9 charges shall be made against 

inco.e: 

(a) ordinary expenses incurred in connection with the 

preservation of the trust administration, manage•ent, or 

property, including regularly recurring taxes assessed 

against any portion of the principal; water rates; premiums 

on insurance taken upon the interests of the income 

beneficiary, remainderman, or trustee; interest paid by the 

trustee; and ordinary repairs; 

[b) a rea-sonable allowance for depreciation on 

propert.y subjec. t to depreciation under generally accept.ed 

accounting principles, but no allowance may be made for 

depreciation of that portion of any real property used Oy a 

beneficiary as a residence or for depreciation of any 

property held by the trustee on July 1• 1983, for which the 

trustee is not then making an allowance for depreciation; 

(c) not less than one-half of court costs• attorney 

fees• and other fees on periodic judicial accounting. unless 
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the court directs otherwise; 

(d) court costs. attorney fees, and fees on other 

uccountings or judicial proceedings if the m.atter primarily 

concerns the income interest. unless the court directs 

otherwise; 

(e) not less than one-half of the trustee's regul.ar 

compensation, whether based on a percentage of principal or 

income 9 and all ex..,enses reasonably incurred for current 

management of principal and application of income, unless 

the court directs otherwise; 

(f) any tax levied upon receipts defined as income 

under this chapter or the trust instrument and payable ay 

the trustee. 

(2) If ~harges against income are of unusual amount, 

the tru~tee may, by means of reserves or other reasonable 

means" charqe them over a reasonable period of time and 

withhold from distribution sufficient sums to regularize 

di-stributions. 

(3) The fot1owinq charges shall be made 

principal: 

against 

(a) trustee's compensation not chargeable to income 

under subsections ('lJ(d) and (l)(e)i special compensation of 

trustees; expenses reasonably incurred in connection with 

principal, court costs, and attorney fees pri~arily 

concerning matters of principal; and trustee's compensatiun 
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co•puted on principal as an acceptance, distribution, or 

termination fee; 

(b) charges not provided for in subsection (1)• 

including the cost of investing and reinvesting principal; 

the payments on principal of an indebtedness, including a 

mortgage amortized by periodic payments of principal; 

expenses for preparation of property for rental or sale; 

and, unless the court directs otherwise. expenses incurred 

in maintaining or defending any action to construe the trust 

or ~rotect it or the property or assure the title of any 

trust property; 

(c) extraordinary repairs or expenses incurred in 

maklnq a capital Improvement to principal, Including special 

assess~ents, but a trustee may establish an allowance for 

depreciation out of income to the extent per~itted by 

subsection (l)(b) and by [section llj; 

(d) any tax levied upon profitt gaint or other 

receipts allocated to principal, notwithstanding 

denomination of the tax as an income tax by the taxing 

20 authorityi 

21 (e) if an estate or inheritance tax is levied in 

ZZ respect to a trust in which both an income beneficiary and a 

23 remainoerman have an interest, any amount apportioned to the 

24 trust, including interest and penalties, even though the 

25 income beneficiary also has rights in the principal. 
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(4) Regularly recurring charges payable fro• income 

shall be apportioned to the same extent and in the same 

manner that income is apportioned under [section 1]• 

NEW SECTIQN. Section lb. Repealer. Sections 

72-25-104• 72-25-201 through 72-25-209• 72-25-301• and 

72-25-302, HGAt are repealed. 

HfH SECTIQN£ Section 17. Codification instruction. 

Sections S through lS are intended to be codified as an 

integral part of Title 72• chapter 25t and the provisions o~ 

Title 72• chapter 25 9 apply to sections 5 through 15. 

HEW SECTION£ Section 18. Effective date. This act is 

effective July lt 1983. 

-End-
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HOUSE BILL NO. 215 

INTROOU~EO 8Y RAMIREZ, SPAETH, MILLER 

A BILL FOR AN ACT ENTITlED: •AN ACT TO ADOPT THE REVISED 

UNIFORM PRINCIPAL AND INCOME ACT AS PRO~ULGATED 8Y THE 

NATIO~Al CONFERENCE OF COM~ISSIONERS ON UNIFORM STATE lAWS; 

A~ENOI~G SECTIONS 72-25-101 THROUGH 72-25-103 AND 72-25-105, 

MCA; REPEAliNG SECTIONS 72-25-104t 72-25-201 THROUGH 

72-25-209• 72-25-301• AND 72-25-302, ~CA; AND PROVIDING AN 

EFFECTIVE DATE.• 

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

Section 1. Section TZ-25-1019 HCA• 1s a•ended to read: 

"72-25-101· Short title. This chapter may be cited as 

the •i~~i~ed Uniform Principal and Income Act•.• 

Section z. Section 72-25-102, MCA, is amended to read: 

"72-25-102. Definitions. In this chapter, the 

following definitions apply: 

t~t--•~tne+pa+•--meens--efty-~ea~~y-e~-pe~sona+~y-wh+eh 

ha~-been-~o-se~-as+de-a~-~+•+~e~-hy--~fte--owner--~he~eof--or 

~·~~e~---~~e~e~e---~e~e+~y---ea~ewered---~ha~---+~--e~e--eny 

~ab~~+~a~fons--f~--+~--e~e--eye~~ue+~y--~e---ee---ee~veye~y 

de.fYeredy--o~--~efd-~o-e-per~eny-whtte-~he-~e~d~ft-~fte~ef?oM 

o~-~~e-~he~eo~-er-eny-per~-ef-sue"-re~arn-or-a~e-+~--+n--~~ 

•een~f•e-~o-he-~&ken-eP-reee?ye6-~y-er-he+d-fer-eeewmH+e~+on 
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~er-~he-se~-or-e"o~her-perso"• 

tit--•fnee•e•--.eens-~he-r~~r"-~er+we8-fre•-~~~e+pe+• 

t3t--•~enen~•--eeens--~he--person--~--whom--+"eome--+s 

pre,ene~y-or-earren~+y-peyeh~e-er-~o~-wft&•-T~-ts-eeea•a+e~ed 

or--wha--+s--e~+~+ed-~-~he-~eftef+e+s+-ase-o~-~he-p~~ne+pe+ 

~resen~+y-an~-for-n-t+.e-p~+o~-~o-+~~-~+s~r•ea~+on• 

Lll--!!loCllllfl-l>mlilfl'-.l.U:.l<!~:i-l;bJI_ person t.Q_>dwJI 

1D~--l~--RC~&&DtlX--Daxabla-GC_fg~-it js accymylated 

f.liLaJ.!itr.lblllil!ll-i!IS j DCOII!fl& 

LZl--~lDX~CX--X~lUJi!--m.~~all:&--1bfl ca~of--prooert¥ 

QaLchDatd::b¥:tbc:teus~and-the-cos+-or:~at•d-hOSt#-for 

feaceot:t~om.=taa~~C2=of-otber~~~-tbe-tt•t=±t 

US:Dilt:=llll~G!::::j:A::tbCUUb::lul:t::±a:;cuc.at=o::U:U:.!UI:tl!Q 

tu:l~:i9:::ieU:I:IIII::IIU=IIliA=tf:lll::l!oi1u:=fi!Uilb:UUl:lltlllld::flu: 

2:llii=PitelUlll112::1lf:fetllltal-Ht02:f:=U&=tf~llDlis:abJ:u::atbll.artu 

fGe:;tabUt:l:lli:WI=I:U &ll.Wllfii_J!AllLfiiR EEQ.E.UL IN!:D!lE I.U 

f!IRftl:>U& 

t~tLll •Remainderman• means the person ~~~+Mete~y 

entitled to the principal, whe~~e~-nemed--o~--des?~e~ed--by 

~he--~e~~~--e¥--~he--~~e"sec~+on--by-wh+eh-the-p~+ne+pa+-wes 

~~~e&J+~fted-e~-de~e~m+nee--~y--operet+o"--ef--+sw ~ud!ng 

.i.IIC.llWII-I<blc.b_b.dJi_llllfi!LiiC.C.UIDUlilt!Oll_alld-.uld!Oll-tll-IILi.JlC.~al• 

t5tL~l "Trustee" t~ctades ~ans the original trustee£ 

of-ent-~ra~~-~e-wft+eh-the-pr+fte?pft+-mey-be-~abjee~-e~d--e~se 

any ~ucceedlng or added trustee~ __ gQQ __ ~na__~~~goal 
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t.ept.a~~n~~xe-of-a-.deLa~t~-•~atB-¥beoa~~c__a__QL~~gn 

Qf-tbli-Lbaote£_~_appliL4ble_ta-tbe-e£tate.• 

Section 3. Section 72-25-103, MCA, is amended to read: 

0 72-25-103. Applicability. ~h+~-ehap~e~-~het+-epp+y-to 

e++-e~~o~~~-of-+-e~nes-o~-re•e+nd@,~eft-wh+~~-eeeome--~~~e~fy 

e~~ee~+•e--a~~e~--Ma~e"--~f~--~95~• ~~LePL--~-~~41~ 

P£O~lded-ln-tbe_tLu£t-la~tt.~Dt-aL--tb~-~lll--AL--iD_-tb~ 

~aotea::a__t~--Lbaote£ _ _§ggllaa_-LQ__aox_a::et.elDt-Q£-£¥n~ 

UIUUtUI_g£_lD£UJ:£11lLililW:.....Iull<-LI.--lillh....llX--4Dl<--J;LU~1--0L 

.deulleot!.L.-wo~.&..Jiblltllet._utilli~G..Ilefoa::JI gr at•11a::~ 

1.&-12lll~D.d..liblltb~..aJ;~et...lwlolnd was acqu I ra.d b¥_-tlle 

tcustee __ gf__a__tcust QL--a__QersonaJ repre&aotattve _gf_a 

liKillleD~Wita.t&..IUtfoUI..liL..ailu......IUlX-1 .. -lnJ .. • 

Section 4. Section 72-25-105, MCAt is amended to read: 

"72-25-105. Interpretation -- unifor~ity. This chapter 

shall be so +ft~er~re~d-aftd construed as to effectuate Its 

gene~31 purpose to •aka uniforM the law of those states 

Which enact it.• 

~~M-SECIIQN. Section 5. Duty of trustee as to receipt 

and expenditure. (1) A trust shall be adainistered with due 

regard to the ~espective Interests of income beneficiaries 

and remaindermen. A trust is so administered with respect to 

the allocation of receipts and e~penditures if a recei~t is 

credited or an expenditure is charged to income or principal 

or partly to each~ 
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(a) in ~ccordance with the terms of the trust 

instrument, notwith~tanding contrary provisions of this 

chupter; 

(b) in the absence of any contrary terms of the trust 

instrument, in accordance with the provisions of this 

chapter; or 

(C) j f neither of the preceding rules Qf 

administration is applicable, •n accordance ~ith what is 

reasonable and equitable in view of the interests of tho~e 

entitled to income as well as of those entitleO to principal 

and in view of the manner in which men of ordinary prudence, 

discretion, and judg•ent would act In the management of 

their own affairs. 

(2, If the trust Instrument gives the trustee 

discretion in crediting a receipt or charqing an expenditure 

to incoae or principal or partly to each• no inference of 

imprudence or partiality arises from the fact thdt the 

trustee has made an allocation contrary to d provi~ion of 

this chapter. 

ltaL...S.ft.llmt.a. Sect i on 6. Income principal 

charges. (1) Income is the return In money or property 

derived from the use of principal, including return received 

as: 

(at rent of real or personal property. including ~u•s 

received for cancellation or renewal of a lease~ 

-~- HB 215 
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(b) interest on .oney lent, including sums received as 

con~ideration for the privilege of prepayment of principal 

except as p..-ovioeo in [section 10] on bond pre-ftllium and bond 

di s.count; 

(c) income ear-ned during ad~tinistration of a 

decedent's estate as provided in (section 8)~ 

(d) corporate distributions as provided in [section 

9 ]; 

(e) accrued incr-i!ment on bonds or other obligations 

issued at discount as provided in [section 10]; 

(f) receipts from business and farming operations as 

provided In (section ll]i 

(g) receipts from disposition of natural resources as 

provided in (sections lZ and 13]i 

(h) receipts fro11 other principal subject to depletion 

as provided in [section 14). 

t2) principal is the property which has been set aside 

oy the owner or the person legally empowered so that it is 

held in trust. eventually to be delivered to a remainderman, 

while th~ return or use of the principal is in the medntime 

taken or received by or held for dccumulation for an income 

beneficiary. Principal includes: 

(a) consideration received by the trustee on the sale 

or other transfer of principal, or on repayment of a loan. 

or as a refund or replacement or change in the form of 
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principal; 

(b) proceeds of property taken on eminent do•ain 

proceedings; 

(c) proceeds of insurance upon property forming part 

of the principal. except proceeds of insurance upon a 

separate interest of an income beneficiary; 

(d) stock dividends• receipts on liquidation Of a 

corporation, and other corporate distributions as provided 

in (section 9]i 

(e) receipts from th~ disposition of corporate 

securities as p~ovided in [section 10); 

(f) royalties and other receipts from disposition of 

natural resources as provided in [sections 12 and 13]; 

(~) receipts from other principal subject to depletion 

as provided in [section l~j; 

(hi any profit resulting from any change in the for• 

of principal; 

(i) any allowances for depreciation established under 

[section 15(1)(b)]• 

(3) After determining income and principal in 

accordance with the terms of tne trust instrument or of this 

chapter, the trustee shall charge to income or principal 

expenses and other charqes as provided in (section 15]. 

~~-SfCILOUa Section 7. When right to income artses 

apportionment of income. (l) An income beneficidry is 
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entitled to in-C.9me from the dote specified in the trus.t 

instruaent or, if none is specified• fro• the date on asset 

become~ subject to the trust. In the case ot an asset 

becoming sqbject to a trust: by reason of a will. it becomes 

subject to the trus~ ~s of the date of the death of the 

testator even though there is on intervening period of 

ad•inistration of t~e te~tator•s estate. 

(2) ln the ad.tninist.ration of a decedent's estate or an 

asset becoming subject to a trust by reason of a will: 

(a) receipts due but not paid at the date of death of 

the testator are principal; 

(b-) receipts in the forlft of periQdic payJJents (other 

than corporate distributions to stockholders), Including 

rent, in~erest• or annuities. not due at the date of the 

death of ~he testator shall be treated as accruing from d~y 

~o day. That portion of the receipt accruing before the date 

of death is principal, and the balance is income. 

(3) In all other cases, any receipt fro~ an 

income-producing asset is income, even though the receipt 

was earned or accrued in whole or in part before the date 

when ~he asset beca•e subject to the trust. 

I~) on ter•inatlon of an income interest, the incoae 

beneficiary whose interest is terminated, or his estate, is 

entitled to income: 

(a) undistributed on the date of termination; 
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(b) due but not paid to the trustee on the date of 

ter~ination; 

(c) in the form ot periodic payments (other than 

corporate distributions to stockholders), including renL• 

interest, or annuitie5~ not due on the date of te~mination• 

accrued fro~ day to day. 

(5) Corpo~a~e distributions to stockholders shall oe 

t~eated as due on the day fixed by the corporation for 

determination of sto~kholders of record entitled to 

di~tribution or, if no date is fixed, on the date of 

de~laration of the distribution by the corporation. 

YfW_SftiiU!a Section e. Income earned dUring 

administration of a Qecedent•s e5tate. (1) Unless the will 

otherwise provides and subject to subsection (2)• all 

e~penses incurred in connection with the settlement of a 

decedent•s estate, including debts, funeral expenses, ~state 

taxes. interest and penalties concerning taxes, family 

allowances, fees of attorneys and personal representatives• 

and court costs, shall be charged against the principal of 

the estate. 

(2) Unless the will otherwise provides, income fro• 

the assets of a decedent's estate after the death of the 

testator and before distribution• including inco.e from 

property used to discharge liabilities, shall be determined 

in dCCordance with the rules applicable to a trustee under 
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this chapter and distributed as follows: 

(a) to specific legatees and devisees. the income from 

the property bequedthed or aevised to them respectively. 

l~ss ta:-~es, ordinary repairs, and other expenses of 

•anagement and operation of the property, and an appropriate 

portion of Interest accrued since the death of the testator 

and of taxes imposed on inco•e (excluding taxes on capital 

9ains) that accrue during the period of ad•inistration; 

(o) to all other legatees and devisees, except 

legatees of p~cuniary bequests not in trust, the balance of 

the income, less the balance of taxes, ordinary repairs, and 

other expenses of •anagement and operation of all property 

fro• Nhich the es~ate is entitled to income. interest 

accrued since the death of the testator. and taxes imposed 

on inco•e (excluding taxes on capital gains) that accrue 

during the pe~iod of administration. in proportion to their 

respective interests in the undistributed assets of the 

estate computea at ti•es of distribution on the basis of 

inventory value. 

(3) Income received by a trustee under subsection (LJ 

~hall be treated as income of the trust. 

MEW-S£L11~. Section 9. Corporate distributions. (1) 

Corporate distributions of shares of the distributing 

corporation. includinq distributions in the form of a stock 

split or stock dividend• are principal. A right to sub~cribe 
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to shares or other securities issued by the distributing 

corporation accruing to stockholders on account of their 

stock ownership, and the proceeds of any sale of the rightw 

are principal. 

(Z) Except to the extent that the corporation 

Indicates that some part of a corporate distribution is a 

settlement of preferred or guaranteed dividends accrued 

since the trustee became a stockholder or is in lieu of an 

ordinary cash dividend• a corporate distribution i 5 

principal if the distribution is pursuant to: 

(a) a call of sharesi 

(b) a mer9er. consolidation, reorganization, or other 

plan by which assets of the corporation are required by 

another corporation; or 

(c) a total or partial liquidation of the corporation, 

including. any aistribution which the corporation indicates 

i$ a distribution in total or partial liquidation or any 

distribution of assets. other than cash• pursuant to a court 

decree or final administrative order by a government agency 

ordering distribution of the particular asse_ts. 

(3) Distributions made from ordinary income by a 

regulated investment company or by a trust qualifying and 

electing to be taxed under federdl Jaw as a real estate 

investment trust are income. All other distributions made oy 

th~ company or trustt including distributions from capital 
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gains, dep,.-eciation, or depletion. whether in the form of 

cash or- an option to take n·ew stock or c;a5h or an option to 

purchase additional shares. are principal. 

(4) Except as provided in subsections (lJ through (3), 

all corporate distributions are Income• incluoing cash 

dividends, distributions of or rights to subscribe to shares 

or securities or obi igatlons of corpo,.-ations other than the 

distributing corporation, and the proceeds of the rights or 

property distributions. Except as provided in subsections 

(2) and (3)• if the distributing corporation ~ives a 

stockholder an option to receive a distribution either in 

cash or in its own shares, the distribution chosen is 

incoate. 

(5) The trustee may rely upon any statement of the 

distributing corporation as to any fact relevant under any 

provision of this chapter concerning the source or character 

of dividends or distributions of corporate assets. 

~-lfLilON£ Section 10. Bond pre•ium and discount. 

(1) Bonds or other obliga~ions for the payment of money are 

principal at their inventory value, except as provided in 

~ubsection (2) for discount bonds• No provision may be made 

for aRIOrtization of bond premiums or for accumulation for 

discount. The proceeds of sale, ~edemption, or other 

dispos-i-t-ion of the bonds o..- obligations are principal. 

(2:) The increment in value of a bond or other 
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obligation for the payment of money payable at a future time 

in accordance with a fixed schedule of appreciation in 

excess of the price at which it was issued is di5tributable 

as Income. The increment in value •s distribut~ble to the 

beneficiary who was the income beneficiary at the time of 

increment from the first principal ca5h dYailable or. if 

none is avai I able• when realized b~ sale, rede•ption, or 

otner disposition. Whenever unreali:Zed increment i. 

di&tributeO as income but out of principal, the prin<ioal 

shall be reimbursed for the increment when realized. 

MtH_S~tiLOHt Section 11. Business and faf"Ming 

operati005• tl) If a trustee uses any part of the principal 

in the continuance of a business of which the settlo,.. wa~ a 

sole proprietor or a pdrtner 9 the net profits of the 

business. coMputed in accordance with generally accepted 

accounting principles for a comparable business, are inco~e. 

lf a loss results in any fiscal or calendar year, the loss 

falls on principal and may not be carried into any other 

fiscdl or calendar year for purposes of calculating net 

i nco11e. 

(2) Generally accepted accounting principles shall oe 

used to determine income fro •. an agricultu..-al or fareing 

ope~ation 9 including the rdising of animals or the operat;on 

of a nursery. 

~CW-S~CI~OH• Section 12. Disposition of ndt:ural 
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re~ources. (1) If any part of the principal consists of a 

right to receive royalties, overriding or li•ited royalties, 

•orklng interests., production pay ~~ants .. net profit 

interests., or other interests in Minerals or other natural 

resources inw on, or under land, the receipts fro~ taking 

the natural resources from the land shall be allocated as 

follows: 

(a) If received as rent on a lease or extension 

payments on a lease, the receipts are income. 

(b) If received fro• a production pay•ent, the 

receipts are incoee to the extent of any factor for interest 

or its equivalent provided In the governing instruaent. 

There shall be allocated to principal the fraction of the 

balance of the receipts which the unrecovered cost of the 

production payaent bears to the balance owed on the 

production pay•ent, exclusive of any factor for interest or 

its equivalent. The receipts not allocated to principal are 

incoMe. 

(c) If received as a royalty, overriding or liMited 

royalty or bonus, or from a working, net profit, or any 

other interest in minerals or other natural resources, 

receipts not provideo for in subsection (l)(a) or (l)(bl 

shall be apportioned on a yearly basis in decor dance with 

subsection (l)(C)t whether or not any natural resource WdS 

being taken from the land at the time the trust was 
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established. Not less than 20~ bu~-not Q& ~re than 50% of 

the net receipts Pem~+A~ft~-e~~e~-payMeft~--&f--e+~--ewpenses• 

e•ree~---eft~---·ft~·pee~T---eeM,H~e8--W+~~e~t--8~~8W8ftee--¥o~ 

t!l"l'hHeftL...Ill_iiE_llflf&l!.lll~ IN THL-Qlll:.&.EilDN Of !HE 

l&USIEf• shall be added to principal as an allowance for 

depletion. The balance of the ~ross ~ receiptsy--e~~e~ 

pey•eft~--~Ae~e~~----e~-~~+-ew~eftsesT-ftf~ee~-a"d-+nd+~ee~• is 

income. 

IZ) If a trustee, on July lt 1983, held an item of 

depletable property of a type specified in this section, he 

~hall allocate receipts fro~ the property in the Manner used 

before July lt 1983, but as to all depletable property 

acquired after July lt 1983, by an existing orne~ trust, 

the method of allocation provided in this section shall be 

used. 

(3) This section does not apply to timber• water, 

soil, sod, dirt, turf, or mosses. 

HEW_~ftll~~ Section 13. Timber. If any part of the 

principal consists of land from Which merchantable timber 

may be removed, th~ receipts from taking the timber from the 

land shall be allocated in accordance with {section 

5(l)(c)]• 

~E~-~~~lON~ Section 14. Other property subject to 

depletion. Except as pro¥ided in (sections 12 and 13]• if 

t.he principdl conststs of property subject to depletion• 
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includiny Jea_seholds, patents .. copyrights, royalty riqhts., 

and rignts to receive payments on a contract for deferred 

compensation. re~eipts from the property, not in excess of 

5t per year of the net receipts remaining ofter payMent of 

expenses, directly and indirectly co~puted without allowance 

for depletion, are income, and the balance is principal. 

N£¥-iftllQb~ Section 15. Charges against income and 

princip91. (1) The following charges shall be made ayalnst 

inco•e: 

(a) ordinary expenses incurred in connection with the 

administration, management 9 or 

property, including regularly 

pres~rvation of the trust 

recurring taxes assessed 

against any portion of the principal; Nate~ ra~es; premiums 

on insurance taken upon the interests of the incOMe 

beneficiary, remainderman, or trustee; interest paid by the 

trustee; and ordinary ~epairs; 

(bt a reasonable allowance for depreciat;on on 

property subject to depreciation under generally accepted 

accounting principles, but no allowance may be made for 

dep~eciatlon of that portion of any real property used oy a 

beneficiary as a residence or for depreciation of any 

property held by the trustee on July 1, 1983, for which the 

trustee is not then making an allowance for depreciatiun; 

(c) not less than one-half of court costs, attorney 

fees, and other fees on periodic judicial accounting, unless 
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the court directs otherwise; 

IO) court costs, attorney fees. and fees on other 

ciCcounting~ or judicial proceedings if the mdtcer primarily 

concerns the income interest• unless the court directs 

otherNise; 

(e) not tess than on~-half of the trustee's r-=QUldr 

compensation, whether based on a percenta9e of princip~l or 

income, and dll expenses redsonabl y incurred tor current 

management of principal and application of income. unless 

the court directs otherNise; 

(fJ any tax levied upon receipts defined as income 

under this chapter or the trust instrument dnd payable oy 

the trustee. 

(2) If charges against incoMe are of ~nusual amount. 

the trust:ee inay. by means of reserves or other reasonable 

me.ms, charge them over a reasonable period of ti111e and 

withhold from distribution sufficient sums to regularize 

distributions. 

(3) The followinq charges shall be made 

principal: 

against 

(a) trustee's compensation not chargeable to in~o•e 

unde~ subsections (lJ(d) and (l)(e}; special coMpensation of 

trustees; expenses ~easonably incurred in connection with 

principal., court costs, and attorney fees primarily 

concerning matters of principal; and tru$tee•s compensation 
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computed on principal as an acceptance, distribution, or 

terMination fee; 

(b) 'harges not provided for in subsection (l)• 

includiny the cost of investing and reinvesting principall 

the pay•ents on principal of an indebtedness, 

mortgage amortized by perfodic pay•ents 

including a 

of principal; 

expenses for preparation of property for rental or sale; 

and, unless the court directs otherwise. expenses incurred 

in maintaining or defending any action to construe the trust 

or protect it or the property or assure the title of any 

trust property; 

(c) extraordinar1 repairs or e~penses incurred in 

maklnq a capital i•provement to principal. including special 

14 assessments, but a trustee may establish an allowance for 

1~ depreciation out of Income to the extent perMitted by 

16 ~ubsection (l)(b) and by [section ll]i 

17 

18 

19 

(d) any tax levied upon profitt gaint or other 

receipts allocated to 

deno•fnation of the tax as 

ZO authority; 

principal, 

an i nc011e tax 

notwithstanding 

by the taxing 

ll (e) if an estate or inheritance tax is levied in 

22 respect to a trust in which oath an income beneficiary and a 

23 remainaerMan have an int~rest, any amount apportioned to the 

24 trust, including interest and penalties, even though the 

2~ income beneficiary also has rights in the principal. 
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(4) Regularly recurring charges payable fro• income 

shall be apportioned to the same extent and in the same 

~anner that income is apportioned under [section T]• 

M£¥-SECILQtta Section 16. Repealer. 

7>-25-104• 72-25-201 through 72-25-209• 

72-25-302, MCAw are repealed. 

~ti-SftllQHa Section 17. Codification 

Sections 

72-25-301, and 

instruction. 

Sections 5 through 15 are intended to be codified as an 

integral part of Title 72. chapter 25, and the provisions of 

Title 72t chapter 25, apply to sections 5 through 15. 

bfW SECTIQH£ Section 16. Effective date. This act is 

effective July lt 1983. 

-End-
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