January

January

January

January

January

January

January

19,

20,

21,
24,

25,

26,

HOUSE BILL NO. 215

INTRODUCED BY RAMIREZ, SPAETH, MILLER

1983

1983

1983

1983
1983

1983

1983

March 19, 1983

March 22, 1983

March 24, 1983

March 24, 1983

March 25, 1983

IN THE HOUSE

Introduced and referred to
Committeae 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,
Transnitted 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, 473 Noes, 0.

IN THE HOUSE

Returned to House.
S8ant to enrolling,

Reported correctly enrolled.



»

48th tegistatiure ©LC 0423701

LC 0423701

1 1

2 INTRODUCED BY ,ﬂg 2

3 3

4 A BILY FOR AN ACT ENFITLED: ™AN ACT TO ADOPT THE REVISED &

5 UNIFORM PRINCIPAL AND  INCOME Aci' "AS PROMULGATED BY THE 5

[ MATIOMAL CONFERENCE OF COMMISSIOMERS ON UMIFORM STATE LAMS3 6

T AMENDING SECTIONS 72-25<101 THROUSH T2-25-103 AND T2-25-105+¢ T

8 MCAS REPEALING SECTIONS T2-25-104p 12-25-201 THROUGH 8

9 I2-25-209¢ 72-25-3019 AND T2-25-302+ MCA; AND PROVIDING AN 9

10 EFFECTIVE :DATE." 10

n 1

12 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 12

13 Section l. Section 7T2-25-10ls MCAs is amended to read: 13

14 w72-25-101. Short titles This chapter say bde cited as 14

15 the “Reyisdd Uniform Principal and Income Act®" 1s

16 Section 2. Section TZ-25-102¢ MCAr is amended to read: 16

17 "72-25-102. Definitionss In this chapters the 17 445[3) "Remainderman® means the person oitimetely
18 following definitions apply: © 18  entitled to the principals whether-nemed-or-designated—hy
19 2 3-—mprine ipalttecgeans——any-restty-or—personeiey—uinich 19 the—terps—of-the—transaction—by-—uhieth—the—prineipal—-—wns
20 has-been-so-get-aside-or—taited-by——the—oner—tharecf--or 20 establiahed-—or——deterninad--by-—eporation—of—tdaw including
Z1  persen--—thereto——tegaliy-—empswered-——that———it-—end—any 21 jincose which has been accumulated and added to principals
22 substivetions——Ffor—it--are+-eventutity-——to-——be——conveyndy 22 5914} “Trustee™ includes peans the original trusteex
23 debiveredyv—er—paid-to—a—persenr-witite-the-return-therefron 23 of-——any-trust-te—wiich—the—prineipal—asy—be—subject—and-a¥so
24 " or-ute-thereof-sr-any-part-of-gueh-return-or-deu—ta—in-—the 24 any succeeding or added trustees__ god the personal
25 wedntine—to-ba-teken—wr-redeived-by—or—held-for-eceumsiavion 25 represepntative _of _a decedent®s estate whenewer a provision
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Section 3. Sectijon 72-25-103y MCAy is amended to read:
*T72~25~103. Applicability. Fhis-chopter—simit-spply-to
si¥--eaststes-of-tenonty-or-ressindersen-whieh-yecone=—-tegntiy

Section 4. Section T2-25-1054 MCA, is amended to read:

*72-25-10%, Interpretation — uniformity. This chapter
shall be =0 interpreted-and constreed as to effectuate its
general purpose to make unifarm the Taw of those states
which enact ite."

NEM SECTION. Section 5. Duty of trustes a& to recedpt
and  expenditures. (1) A trust shall be administered with dux
regard to the respective interests of Iincome beneficiaries
and remsindermens A trust is so administered with respect to
the altocation of receipts and expenditurés If a receipt is
credited or a0 expenditvre is charged to income or priacipal
or partly to each:

{ay in scoordince with- the terms of the  trust
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instramentsy notwithstanding - contrary provisions of this
chapter;

{b)- in the absence of any contrary teras of the - trust
instrumenty In accordance with the provisions of this
chapter; or

{c)  if neither of - the preceding rules of
admiaistration is applicabley In accordance with what is
reasonable and equitable in view of the interests of those
entitled to income as well as of those entitled to principal
and in view of the manner in which sen of ordinary prudences
discretiony and judgment would act in the management of
:I:beir own affairs.

{2y If the trust Instrwment . gives the trustee
discretion in crediting @ receipt or charging an expenditure
to income  or principal- or partly to eachs no inference of
imprudenca or partiality arises from the fact that the
trustese has mode an allocatiom contrary to a provision of
this chapter.

NEN SECYION. Section ée Income —— principal —_—
chairgese (1) -Incnn-- ‘IS the return im mopey or proparty
derived from the use of principaly including return received
ass

{a} rent of real er personal propartyy including sums
receivad for cance¥lation or renewal of a lease;

{b) interest on money lenty including sums received as

-4
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cons ideration  for the priviluge of prepayment of principal
except as provided in [section 10} on bond premium and bond
discount;

{c) income earned dur ing administration of a
decedent®s estate as provided in [séctlion 8);

{d) <corporate distritutions as provided in [séction
1

{e) accrued Incresent on -boads or other obligatkons
issued at discount as provided in [seéction 10];

(f} recelpts. frow business and farsing . operations as
provided in {section 1113

{g)} receipts from disposition of natural rezources as
provided in [séctions 12 and 13]5 -

{h) veceipts from other principal subject to depletion
as provided in {sdéction l4je

{2} Principal is the property which has been set aside

by the owner or the person lTegally empowersd so that - it is-

held in trusts eventually to be delivered to a remsainrdermans
while the return or use of the principal is in the meantime
taken or received by or held for accumlation for an income
benefictary. Principal includest

{a) consideration recelived by the trustee on the sale
or other transfer of principale or on repayment of a loans
or as a rafund or replatement or change in the form of

principati

-5~
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(b)  proceeds - of property taken on ‘eminent domain

- proceedings;

fc)  proceeds - of - insurance upom property forming part
of the principaly - except - proceeds of insuronce upon -a
separate interaest of an income beneficiary;

{d) stock dividendsy recelpts on - liquidation of a
corporatiornis and other corporate distritutions as provided
in [section 9];

{e) receipts frem the ~“disposition of corporste
securities as provided in [section 10});

(f) royalties and other recelpts from disposition of
natural resources as ‘provided in [sdctions 12 and 13];

g} receipts from other principal subject to doepletion
as provided in {section 14]);

{h) any profit resulting from any change in the form
of principal;

Li})  any allowances for depreciation established under
[section 15(1)(b)].

{3) After determining income and principal in
accordance with the tarms of the trust instrument or of this .
chapters the trustee shall charge to income or principal
expenses and other charges as provided in [seéction 157.

NEM SFLTII0ONS. Section T. When right to income arises
-~ apportionmemt of income. {l1) An income beneficiary is

entitled to lacome from the date specified in the trust

—-6—
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instrument ors if none is speciffeds from the date an asset
becomes subject to the trusts In . the case of an asset
becoming subject to a trust by reason of a wille it becomes
subject to the trust as of the date of the death of the
testator even though there: is an intervening period of
administration of the testator®s estate.

(2) In the adauinistration of a decedent®s astate or an
asset becoming subject to 2 trust by reason of a wil¥r -

{ay rveceipts dus but not pald at the date of death of
the testator are principals -

{b) receipts in the form of pariodic payssmts (other
than corporate ¢istribvtions  to stockholders)y including
Tenty Interasty or annolities; not due at the date eof the
death of the tastator shall be treated as accruing from day
to daye. That portion of the recelpt accruing before the date
of death s principals and the balance is ‘incoma.

(3 In- all other Ccosess any receipt from an
income~producing asset IS [ncomes even though tha receipt
was earned of accrued In .whole or in part before the date
when the assat becsme subject to the truste

(#) On termination of an income interasty the income
beneficiary whose interest is terminated: or his estates s
entitled to income:

(a) undistributed on the date of tersination;

f{b) due but not paid to the trustes on the date of

-
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termination;

{c} in the form of periodic payments {othar than
corporate distributions to stockholders})e including rents
interesty or annuitiess not due on the date of terainations
accrued from day to days

{5) Corporate distributions to stockholders shall be
treated as due on the day fixed by the corporation for
determi nation of stogkholders of record entitled to
dist-ibution ory if no date is fixedy .on the date of
declaration of the distribution by the corporation.

NEM_SECTION, Section 8. Income earned during
'ad-inistration of a decadent®s estate, (i) Unless the wilY
otherwise provides and subject to subsection (2} al}
expenses incurred in conhection with the sattlement of a
decedent's estatey including debtsy funeral expenses, estate
taxess interest and penalties concerning taxess fomily
allowancess fees of attorneys and personal representativesy
and court costss shall be charged against the principal of
the estate.

(2) Unless the Qlll otherwise providesy income from
the assets of a decedent®s estate after the death of the

testator and before distributions including #ncomae from

" property used to discharge liabilitiess shall be deterwsined

in accordance with the rules applicable to a trustee under

this chapter and distributed as follows:

-8
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{a) to specific tegatees and deviseess the income from
the property bequeathed or devised to them respectivelys
lass taxesy ordinary repairse and other expenses of
managemcat and operatiofl of the propertys and an appropriate

portion of interest accrued since the death of the testator

-and of taxes imposed on income (excliuding taxes on .capital

gains) that accrue during the period of adwinistration;

fh} to all othar Jlegatees and devissess oxcept
legatees of pecuniary bequests not in 'trusty the balance - of
the incomay less the balance of taxess drdinary repalrss and
other ‘expenses of management and operation of all property
from which the estate is entitled to incomey interest
sccrued since the death of the testatore and taxes isposed
on income {excluding taxes on: capital gains} that - accrue
during - the period of administrations In proportion to -their
raspoctive interests in the undistributed assets of the
estate computed at timds of distribution on the basis of
inventory values

(3) Income received by a truster under subsection (2)
shall ba treated as income of the trust.

NEW SECTIONe Section 9« Corporate distributionse. (1}
Corporate distributions of -shares of the distributing
corporations including distributions in the form of a stock
split or stock dividendy are principal. ‘A right to subscribe

to shares or other securlitlies issued by the distributing

-9-
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corporation accruing to  stockholders on account of their
stock ownerships and the proceeds of any sale of the  righty
are principala

(2) Except to the extent ‘that the ' corporation
indicates that some part of a cerporate distribution is a
sattlement of preferred or guarsateed divideonds accrued
since the trustee became a stockholder or isiin lienw of an
ofdinarr - cash di vidand,s a corporate distribution is
primcipal if ‘the distribution is pursvant te?

{8) a call of shares;

{b) a mergery consolidations recrganizations or ‘- other
plan by which assets of the corporetion ave required by
ancther corporationg or

{c} & total or partial VTiquidation of the corporations
including any distribution which .the corporation iIndicates
is a distribution in total or partial liquidation or any
distribution of assetss other than cashe pursuant te a court
decree o¢ final admelnistrative order by a government agency
ordering distribution of the particular assets.

{3) Distributions wmade from ordinary income by a
requlated investment company or by a ‘trust qualifying and
efecting to be taxed under federal law as a real estate
investment trust are income. A!l other distributions msade by
the company ur trusts including distributions from capital

gainsy depreciationy or depletionsy whether in the form of

-10-
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cash or an option to take new steck or cash or an option to
purchase additional sharess are principal.

(%} EXcept as provided in subsections (1) through (3)»s
all corporate distributions are incomes including cash
dividendss distributions of or rights to subscribe to shares
or securities or abligations of corporations other than the

distributing corporationy and the proceeds of the rights or

‘proparty distributionss Except as provided in subsections

(2} and (3)y if the distributing corporation gives a
stockholder an option to receive & distribution either in

cash or in its own shares, the dJdistribution chosen is

{5} The trustes may rely upon any statement of the

- distributing - corporation 3% to sny fact relevant wader any

provision of this chapter concdrning the sowrce or character
of dividends.or distributions of corporste asgaetse
NEM _SECTIDN. Saction 10. BSond premius  and discount.

{1) B8onds or othar obliigetions for the payment of aoney are-

princips): at their inventory valuas except as provided in
subsection (2} for discount bonds« No provision may ba made

for amortization of bond presiums or for accumulation for

- di scownt e The proceads of saley redemptiony - or  other

disposition of the bonds or obligatioas are principals.
(2) The increment in value of a bond or other

obtigation for the paywent of money payable at a future timg
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in accordance with a fixed schedule of appreciation in
axcess of the price at which it was issuved is distributable
as incowee The increment in value is distributatlie to the
beneficiary who was the income baneficiary at tiw time of
increment from the first principal cash available ory if
none is- availabley when realized by sales redemptions or
other dispositione whenever unraalized increment s
distributed as incomas but out of principales the principa?
shal? be reimbursed for the increment when realized.

MEM SECTION. Section 11, Business and farming
oparations. (1) If a treustoe uses any part of the principal
in the continuance of a businass of which the settlor was 2
sole proprietor or a partnery the net profits of the
businessy computed ia accurdance with generally accepted
accounting principles for a comparable business, are incomes
If a loss results in any fiscal or calendar yeare the 1loss
falls on principal and may: not be carrigd into any other
fiscal or calendar year for purposes of calculating net
incose.

(2) Generally a‘c:.pted ‘accounting principles shall be
used to determing income from an agricultural or farming
apaerationy Incltuding the raising of animals or the operation
of a nursery.

NEM SECTION, Section 12. Disposition of natural

resourcese {1} If any part of the principal consists of a

-2
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right to receive royalitiess ovesriding or timfted royaities,
working - interusts, production paymentss aet profit
interestss or other interests in sinerals or other natural
resources iney ony or under lands the receipts from taking
the natural resources frow the lamd shall be allocated as
follows:

(a3} If received as reat on a lease or extension
payments oh a2 leasey the receipts are income.

(b} If raceilved from a production paysents the
receipts are income to the extent of any facter for Interast
or its ‘equivaleat provided in: the governiag instrument.
There shalt be allocated to principal the  fraction of the
balance of the receipts which the unrecovered cost of the
production -payment bears to the balance owed on the
production payments exclusive of any facteor for: interest or
its equivalent. The receipts not allocated to principal are
income.

fc) 1f receivad as a royaltyy overriding or Yimited
royalty or bonuss or from a workings' net profite or any
cther Jnterest in  winerals or other natural resourcess
receipts not provided for in subsection (1)(a) or (r)(b)
shall be apportioned on a yearly basis in accordance with
subsection {1)(c}y whether or not any natural resource was
being taken from the 1and at the time the trust was

establisheds NOot ¥ess than 20% but not wore than 50% of the

-13~-
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net receipts remaiming after payment of all expensesy direct
and Iindirecty computed without allowance for depletion,
shall be added to principdl as an allowance for ‘depletion.
The balance  of the gross recelptss after paymeat therefrom
of all expensese direct and indirects is income.

(2} If a trusteey on July ke 1983¢ held an ftem of
depletable property of a type specified in'this sections he
shalt allocate recelpts from the property in the mamner used
before July 1l» 1983s but as to all daepletable property

acquired after July 1y 1983y by an existing or new trusts

‘the method of allocation provided in this section shall be

usad,

{3) This section does not apply to tiambery waters
s0ily s0dy dirty turfe or mosses.

NMEM _SECTION, Section 13, Timber. If any part of the
principal consists of 1land from which merchantable timber
may be removedes the receipts from taking the timber from the
tand shall be altocated in accordance with [section
5{l){c)}.

NEW SECTION. Section 1l4. Other property subject to
depletion. Except as provided in [sections 12 and 13Js §F -
the principal . consists of property subject to depletions
including leascholdsy patentss copyrightss voyalty rights,
and rights to receive payments on a contract for deferred

compensations receipts from the propertys not in excess of

-14-
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5% per vyesar of the net receipts remaining after payment of
expensesy directly and indirectly computed without allawance
for depletiony are incomey and the balance iIs principala

MEW SECTIGN. Section 15, (harges against income and
principal. (1)} The following charges shall be made against
income:

‘(a) ordinary expenses Incurred in connection with the
adainistrations w®managamenty or ' preservation of the trust
propertysy including regularly- recurring taxes assessed

against any portion of the principal; water rates; premiums

‘on  Insurance taken 'upon the interests of the  income

paneficiarys rvessindermsny o trustee; interest paid by the
trusteont and ordinary repairsi

¢b) a reasonable  allowance for : depreciation on
proparty subject to depreciation under generally_accepted
accounting principlesy but no allowance may bDe sade for
depreciation of that portion of any ‘real property used by a
beneficiary as s residence or for depreciation of any
property held by the trustee on July 1y 1983y for which the
trustee is not then making an allowande for depreciation;

{¢c} not lass than one-half-of court costse sttorney
feesy and other Teas on periodic judicial accountings unless
the court directs otherwise;

-(d)y court ' costsy  attorndy feeses and fees on other

accountings or judicial proceedimgs if ‘the matter prisparily
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concerns the income interests unless the court directs
otherwise;

{e) not less than one-half of the trustee’s reqular
compensations whether hased on a percentage of principal or
incomaey and all expensas reasonably: incurred for curreant
managemant of principal and application of incomer unless
the court directs otherwise;

{f) any tax Tevied upon recelpts defined as ihcome
under this chapter or the trust instrument and payable by
the trustee.

{2y If charges against income are of unusual amounte
fhe trustae mayy by medns of reserves or other reasonable
meansy charga them over & reasonable period of tise and
withhold  from distribution sufficieat sums to regulariza
distributions.

(3) The following charges shall be made against
principal:

{a)  trastes’s compensation not chargeable to income
under subsections (1)(d) and (l){e); special compensation of
trustees; expenses -rua.lomblv incurred in. connection with
principals court costsy and attorney fees prisarily
concerning satters of principal; and trustee®s coapensation
computed " on primncipal as an acceptances. distributions or
termination fee;

(b} charges not provided for iIn subsection (1)

~16-
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including the cost of investing and reinvesting principals.

the payments on principal of an indebtednasse including a
mortgage amortized by periodic paysemts of principal;
expenses for preparation of property for rental or sale;

andy unlass ‘the court dirscts otheruisay axpanses tncurrad

in maintaining or defending any action to construe tha trust

or protect it or the property or assure the title of any
trust proparty;

{c) extraordinary repairs or expenses incurred in
making a capital improvesent to principale incleding special
assassmentse but a trustee may establish an allowance for
depreciation  out of Incoms  te: the -extent parmitted by
subsection {1){b) and by [section 11]}; ’

(dy any tax levied wupon profits gainy - or - other
receipts allocated to principaly  notwithstanding
denowmination of the tax as an income tax by the taxing
authority;

{e) if an estate or inheritance tax Iis Yevied in
respect to a trust in which both an iocome beneficiary and a
remadinderman have an interests any amount apportioned to the
trusty including interest and penaltiess even though the
income beneficiary also has rights in the principal.-

(4) fRegularly recurring charges payable from income
shall be apportioned to the same extent and in the some

mamner that income is apportioned under f{sectiow 7).

-37-

O & =W > w W N

LC 0423701

MEM. SECEIfINe * Section 16. Repealer. Sections
T2~25-10%y T2=25-201 through 72-25-209y 7T2-25-301y and
T2-25-302¢ MCAs are repealeds

MEM SECTIEONS Section 17, Codification = imstrectione
Sections 5 through 15 are intended to be codiffed as an
integral part of Title T2y chapter Z5: and the provisions of
Title 72+ chapter 25, apply to sections % through 15.

NEM_SECTION. Section 18. Effective  date. This act is.
effective July 1s 1983.

~End—
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HOUSE BILL NO. 215

INTRODUCED BY RAMIREZy SPAETH»y MILLER

A BILL FOR AN ACT ENTITLED: "aN ACT Ta ADOPT THE REVISED
UNIFORM PRINCIPAL AND INCOME ACT AS PROMULGATED 8Y THE
NATIONAL COMFERENCE OF COMMISSIONERS OUN UNIFORM STATE LAWSS
AMENDING SECTIONS 72-25-101 THROUGH T2-25-103 AND 72-25-105+
MCAj; REPEALING SECTIONS T2-25-104y 12-25-201 .THRDUGH
TZ2-25-209¢ T2-25-301¢ AND 72-25-302¢ MCA; AND PROVIDING AN

EFFECTIVE DATE."

BE IT ENACTED 8Y THE LEGISLATURE OF THE STATE OF MONTANA:
Section l. Section T2-25-101s MCAs is amended to read:
n72-25-101l. Short +title. This chapter may be cited as

the "Reyised Uniform Principal and Income Act®."

Section 2. Section 72-2%9-102y MCAes is amended to read:

n72-25-102. Definitionse In this chapters the
following definitions apply:

t13--"prine ipats——means-—any-reatty-or-persenaltty-which
mas-been-se-set-aside-or-timited-by--the--owner-—thereof--or
persen--—therete---tegaliy---empowered-—-—that-—-te——and——any
supstitubions——fer-—it-—are—-—eventualty——to---be---conveyedy
detiveredy--or—— pard-te-a-persony-white-the-return—therefrom
or-use-thereof-or-any-part-of-such-return-or-use-t3-~in-—the

meantime-to-pe-takem-op-raceived-by-or-hetd-for-accoamuatation
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for-the-same—or-another-persens

{23--2income®--neans-the-return-derived-from-principots

433 --2Fenanti-—means--the--person--to--whom--income——is
presentiy-or-currentiy-—payable-or—for-whom-ie—is-aceamuiated
ar——whe--is--entitied-to-the-benefierat-ase-of—the-prineipat
presentiy-and-for-a-time-prior-to-+ts-distributions

L1} .*Income bepeficiary” _means_ _the_ . _person__to _whom
ipcome__is__presently _payable or for whow it is accumulated
for distribution as_incomes

L2} __“loventory _valua®_ _means__ihe sest--of--property
purebgsed--—by-the-trustec-and-the-cost-or-gdjusted_basia-for
federot-income-tax-purposes—of-other-property-at-the-time-it
beeame-auhject-—to-tha-trusty-bhat-in-conse-of--a-—testamentary
trust--the-—tfustee-poy-usc-the-vatuc-finotiy-determined-for
the-purpases—of-federat-esrnte-toxy-tf-nppiicabter-othecwise
for-inheritanee-tax ADRJUSTED .BASIS_FQR__FEDERAL _INCOME _TAX
PURPOSESe

t4¥(3)} "Remaincerman® means the person ualeimoatedy
entitled to the principaly whether-named-—-or--desiqnated--by
the--terms——of ——the--transaction--by-which-the-principat-was
established-or-determined--by--operatton--of--raw jpcluding
income which has_been scgumulated and added te principale

$8%(4) "Trustee"” +neludes geans the original trustees
ef-any-trust-teo-which-the-principai-moy-pe-subject-and--atso

any succeeding ar added trusteesy _and _the personal

~2- HB 215
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representative of a decedent’s estate whenever _a provision
ef this.chapter is applicable to the estate.®

Section 3. Section T2-25-103s MCAs s amended to read:

"T2-25-103, Applicability. Fhis-chapter-shald—appiy-te
ali-estates-of-tenants-er-remdindernen-whieh-become——+egotiy
effective——after——MNareh--17v--1959%« Except a5 specifically
provided in the trust iostrument or the will or _jp-. kbis
chaptera _this_ chapler applies o any receipt of expense
Lecejved or jacyusred after July 1= 1983. by any trust or
decedent’s _estotes whether established before or after July
Ax_1293: and whether the agsset involved was acquired by the
trusree__of 2 trust .oy _a__pegfsenal representative of a
dacedeat®s estote before or aftec .July ls 1983."

Section 4, Section 72-25-105, MCAy i5 amended to reaa:

*72-25-105« Interpretation -- uniformity. This chapter
shall be so +nterpreted-snd construed as to effectuate its
genaral purpose to make uniform the law of those states
which enact it.”

NEW _SECTION. Section 5. Duty of trustee as to receipt
and expenditures {1} A trust shall be administered with due
regard to the respective interests of income beneficiaries
and remaindermens A trust is so administered with respect to
the allocation of receipts and expenditures if a receipt s
credited or an expenditure is charged to income or principal

or partly to each:
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(a} iIin accardance with the terms of the trust

instruments 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

ey if neither of the preceding rules of
administration is applicable, in accordance with what is
reasonable and egquitable in view of the interests of those
entitled to income as well as of those enptitied to principatl
and in view of the manner in which men of ordinary prudences
discretion, and judgment would act in the management of
their own affairse

{2y 1If the trust instrument gives the trustee
discretion in crediting a receipt or charging an expenditure
to income or principal or partly to eachs no inference of
imprudence or partiality arises from the fact that the
trustee has made an allocation contrary to 2 provision of
this chaptere

NEW _SECTIONe Section 6« Income - principal -
chargese (1) Income is the return in money of property
derived from the use of principalsy including return received
as:

{a) rent of real or personal propertys including sums

received for cancellation or renewal! of a lease;
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(b) interest on mone} Tenty including sums received as
consideration for the privilege of prepayment of principal
except as provided in [section 1G] on bond premium and bond
discount;

{c) income earned during administration of a
decedent's estate as provided in [section 415

(d) corporate distributions as provided in [section
91;

{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 11];

{g) receipts from disposition of natural resources as
provided in [sections 12 and 13};

(h) receipts from other principal subject to depletion
as provided in [section 14]e

{(2) Princip2l is the property which has been set aside
by the owner or the person legally empowered so that it is
held in trustsy eventually to be delivered to a remaindermans
while the return or use of the principal is in the meantime
taken or raceived by or held for accumulation for an income
beneficiarye Principal includes:

{a}) consideration received by the trustee on the sale
or other transfer of principals or on repayment of a loans

or as a refund or replacement or change in the form of
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principalj

(b) proceeds of property taken on eminent doamain
proéeedings;

(c} proceeds of insurance upoen property forming part
of the principaly except proceeds of insurance upon a
separate interest of an income beneficiary;

(d} stock dividendss receipts on - liquidation of a
corporations and other curporate distributions as provided
in {section 9);

{2} receipis from the disposition of carporate
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;

ti) any allowances for depreciation established under
[section 15(1}(b)].

{3y After determining income and principal in
accordance with the terms of the trust instrument or of this
chaptery the trustee shall charge to income or principal
expenses and other charges as provided in [section 15].

NEW _SECTION. Section 7, When right to income arises

-— apportionment of incomes (1) An income beneficiary is
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entitled to income from the date specified in the trust
instrument ory if none is specifiedy from the date an asset

becomes subject to the truste In the case of an asset

becoming subjact to a trust by reason of a wWilly it becomes

subject to the trust as of the date of the death of the
testator even though there is an intervening period of
adainistration of the testator's estate.

(2) In the administration of a decedent®s estate or an
asset becoming subject to a trust by reason of a will:

{2) 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)s including
rents interesty or annuitiess 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 principals and the batance is incomes

{3} In all other casesy any receipt from an
income-producing asset is incomer even though the raceipt
was earned or accrued in whole or in part before the date
when the asset became subject to the truste

{4) On termination of an income interesty the income
beneficiary whose interest is terminated, or his estates is
entitled to income:

(a) wundistributed on the date of termination;

~T- HB 215

10
11
1z
13
14
15
16
17
18
i9
20
21
22
23
24

25

HB 0215702

{b} due but not paid to the trustee on the date of
terminations

(c) in the form of pericdic payments (other than
corporate distributions to stockholders)y including rents
interesty or anpuitiesy not due on the date of terminations
accrued from day to daye.

{5) Corporate distributions to stockholders shall oe
treated as due on the day fixed by the corporation for
determination of stockhoiders of record entitied to
distribution ory #if no date is fixeds on the date of
declaration of the distribution by the corporation.

NEW_SELTION. Section 8. Income earned during
administration of a decedent?'s estate. (1) Unless the will
otherwise provides and subject to subsection (2} all
expensas incurred ?n connection with the settlement of a
decedent's estate, including debts, funeral expensess estate
taxesy interest and penalties coacerning taxesy family
aliowancess fees of attorneys and personal representativessy
and court costsy shall be charged against the principal of
the estate,

(2) Unless the will otherwise providesy income from
the assets of a decedent’s estate after the death of the
testator and before Jdistributionsy including income from
property used to discharge liabilitiess shall be determined

in accordance with the rules applicable to a trustee under

8- HB 215
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this chapter and distributed as follows:

(a) to specific legatees and deviseesy the income from
the property bequeathed or devised to them respectively,
less taxess ordinary vepairsy and other expenses of
management and operation of the propertys and an appropriate
portion of interest accrued since the death of the testator
and of taxes imposed on income (excluding taxes on capital
gains} tnat accrue during the period of administration;

{b) to all other legatees and deviseess except
legatees of pacuniary bequests not in trusty the balance of
the incomes less the balance of taxess ordinary repairss and
other expenses of mapagement and operation of all property
from which the estate s entitled to incomey interest
accrued since the death of the testators and taxes imposed
on income (excluding taxes on capital gains) that accrue
during the period of administrations in proportion to their
respective interests in the wundistributed assets of the
estate computed at times of distribution on the basis of
inventory values

(31} Income received by a trustee under subsection (£)
shall be treated as income of the truste

NEW_SECTION. Section 9. Corporate distributions. (1)
Corporate distributions of shares of the distributing
corporations including distributions in the form of a stock

split or stock dividends are principal. A right to subscribe
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to shares or other securities issued ﬁy the distributing
corporation accruing to stockholders on account of their
stock ownerships and the proceeds of any satle of the. rights-
are principal.

{2) Except to the extent that the corporation
indicates that some part of a corporate distributjon is a
settlement of preferred or guaranteed dividends accrued
since the trustee became a stockholder or s 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 wmergery consolidationy recrganizations or other
plan by which assets of the corporation are required by
ancther corporation; or

{c) a total or partial liquidation of the corporations
including any aistribution which the corporation indicates
is a distribution in total or partial tliquidation or any
distribution of assets, other than cashs pursuant to a court
decree or final administrative order py a government agency
ordering distribution of the particular assets,

{(3) Distributions made from ordindry income by a
regulated investment company or by a trust gualifying and
electing to be tawed under federal 1law as a real estate
investment trust are incomees All other distributions made by

the company or trusts including distributions from capital
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gainsy depreciationy or depletion-'whethef in the form of
cash or an option to take new stock or cash or an option to
purﬁhase additional sharesy are principala

{4) EXxcept as provided in subsections (1) through (3}«
all corporate distributions are incomey Including cash
dividendsy distributions of or rights to subscribe to shares
or securities or obligations of corporations other than the
distributing corporations and the proceeds of the rights or
property distributions. Except as provided in subsections
{2) and (3)y if the distributing corporation gives a
stockholder an option to receive a distribution either‘in
cash or in its own sharesy the distribution chosen s
incomea

(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 assetss

NEW SECTIONs Section 1G. Bond premiulm  and discount.
{1} Bonds or other opligations for the payment of money are
principal at their inventory valuey except as provided in
subsection {Z) for discount bondse No provision may be made
for amortization of bond premiums or for accumulation for
discount. The proceeds of saley redemptions or other
dispoesition of the bunds or obligations are principals

{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 accerdance with a fixed schedule of appreciation in
excess of the price at which it was issued is distributable
as incomée 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 ore if
none is availables when realized by sales redemptions or
other dispositione whenever unrealized increment is

distributed as income but out of principals the principal

shall be reimbursed for the increment when realizedae

NEW SECTION. Section 1lles Business and farming
operationsas (1) 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 partnery the net profits of the
businessy computed in accoraance with generally accepted
accounting principles for a comparable businessy are incomea
If a loss results in any fiscal! ofF calendar yeary the loss
falls on principal and may not be carried into any other
fiscal or catendar year for purposes of calculating net
income,

{2) Generally accepted accounting principles shall bpe
usad to determine income ffom an agricultural or farming
operationy including the raising of animals or the operation
of a nurservye.

NEW SrC1ION, Section 12, Disposition of natural
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resources. (1) If any part of the principal consists of a
right to receive royaltiess overriding or limited royaitiess
working interestsy production paymentss net profit
interestsy or other interests in minerals or other natural
resources ine ons or under landy the receipts from taking
the natural resources from the land shall be allocated as
foltows:

(a) If received as rent on a lease or extension
payments on a leases the receipts are income,

by If received from a production payments the
receipts are income to the extent of any factor for interest
or its eduivalent provided in the governing instrument.
There shall be allocated to principal the fraction of the
palance of the receipts which the unrecovered cost of the
production payment bears to the balance owed on the
production payment, exclusive of any factor for interest or
its equivalent. The receipts not allocated to principal are
INCoOmMes

(c) 1If received as a royaltys overriding or limited
royalty or bonuss or from a‘uorking' net profity or any
other interest in minerals or other natural resourcesy
receipts not provided Ffor in subsection (l)(a) or (i)(b)
shall be apportioned on a yearly basis in accordance with
subsection (l1}{c)e whether or not any natural resource was

being taken from the land at the time the trust was
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establisheds Not Jess than 20% but-not QR more than 50% of
the net receipts remaining-after-payment——of--ali--expensesy
direet———and---rndrrectyr-——computed--without-——a¥tenance--for

depleeions TO__BE_DETERMINED _IN THE O3FSCRETION OF _THE

IRUSTEEs shall be added to principal as an allawWance for
depletione The balance of the gress NET receiptsy--after
paymeRt——therefrom——sf-ait-expensesy—direct-and-+ndirecty is
incomea

{2) If a trustee, on July 1y 1983, held &an item of
depletable property of a type specified in thi§ sections he
shall allocate receipts from the property in the manner used
before Jtuly 1y 1983y but as to all depletable propertﬁ
acquired after July 1, 1983, by an existing or new trusts
the method of allocation provided in this section shall be
usaeds

{3) This section does not apply to timbers waterys
soils sode dirts turfs or mosses.

NEW SECTIONe Section l3s Timbere. If any part of the
principal consists of land from wiich merchantable timber
may be removeds the receipts from taking the timber from the
land shall be allocated in accordance with i saction
S{L} (<) je

NEW SECTIONs Section l4e Other property subject to
aepletione Except as proviaed in [sections 12 and 13jy if

the principal consists of property subject to depletiony
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including leaseholdss patentss capyrightse royaity rigntse
and rights to receive payments on a contract for deferred
compensations receipts from the propertys not in excess of
5% per vyear of the net receipts remaining after payment of
expensesy directly and indirectly computed without allowance
for depletions are incomes and the balance is principale

NEW_SECTIONs Section 154 Charges against income and
principals (1) The following charges shall be made against
income:

(a} ordinary expenses incurred in connection with tne
administrations managementy or preservation of the trust
propertys including regularly recurring taxes assessed
against -any portion of the principal; water rates; premiuas
on insurance taken wupon the interests of the income
beneficiaryy, remaindermans 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 principless but no allowance may be made for
depreciation of that portion of any real property used by a
beneficiary as a residence or for depreciation of any
property held by the trustee on July ly 1983y for which the
trustee is not then making an allowance for depreciation;

(c} not less thnan one-half of <court costss attorney

feess and other fees on periodic judicial accountings unless
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the court directs otherwise;

(d) court costsy attorney feesy and fees on other
sccountings or judicial proceedings if the matter primarily
concerns the income interests wunless the court directs
otherwise;

{e} not less than one-hatf of the trustee's reagular
compensations whether based on a percentage of principal or
income, and all expenses reasonably incurred for curreat
management of principal apd application of incomey unless
tha court directs utherwise;

(fy any tax levied upon receipts defined as incame
under this chapter or the trust instrument ang payable oy
the trusteea

(2) 1If charges against income are of unusual amounte
the +trusteze mays by means of reserves or other reasonable
meanss charge them over a reasonable period of time and
withhold from distribution sufficient sums to regularize
distributionse

{3] The following charges shal} be made against
principal:

(a) trustee's compensation not chargeable to income
under subsections (l1){d) and (l)(e); special compensation of
trustees; expenses reasonably incurred in connection with
principaly court CostsSy and attorney fees priaarily

concerning matters of principal; and trustee's compensation
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computed on principal as an acceptancer distributions or
termination fee;

{b) charges not provided for in subsection {1)s
including the cost of investing and reinvesting principals

the payments on principal of an indebtednesss including a

mortgage amortized by periodic payments of principal; -

expenses for preparation of property for rental or sale;
ands unless thebcourt directs otherwises 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
making a capital improvement to principale including special
assessmentsy but a trustee may establish an allowance for
depreciation out of income to the extent permitted by
subsection (l)(b) and by [section 11];

(d) any tax levied upon profity gaine or other
receipts allocated to principaly notwithstanding
denomination of the tax a8 an income tax by the taxing
authority;

(e} if an estate or inheritance tax is5 levied in
respect to a trust in which both an income heneficiary and a
remainaerman have an interests any amount apporticned to the
truste including interest and penaltiess even though the

income beneficiary aisc has rights in the principal.
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(4) Regularty recurring charges payable from income
shall be apportioned to the same extent and’ in the same
manner that income is apportioned under [section 7}«

NEW SECTION. Section lé. Repealer. - Sections
72-25-104y T2-25-201 through 72-25-209y T12-25-30ly and
72-25-302y MCAy are repealed.

MEW _SECTION: Section 17. Codification instructions
Sections 5 through 15 are intended to be codified as an
ihtegra] part of Title T2y chapter 254 and the provisions of
Titte 72y chapter 2%, apply to sections 5 through 15s

NEW SECTION, Section 18. Effective dates This act is
effective July 1, 1983,

—End~
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HOUSE BILL NO. 215

INTRODUCED BY RAMIREZs SPAETHs MILLER

A BILL FOR AN ACT ENTITLED:z =™AN ACT TQ ADOPT THE REVISED
UNIFORM PRINCIPAL AND INCOME ACT AS PROMULGATED BY THE
NATIONAL CONFERENCE OF COMMISSIONERS ON UNIFORM STATE LAWS;
AMENDING SELTIONS 72-25-101 THROUGH T72-25-103 AND 72-25-105»
HCAj; REPEALING SECTIONS 72-25-10%¢ 72-25-201 THROUGH
T2-25-203, 72-25-301y AND 72-25-302y MLA; AND PROVIDING AN

EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STAYE OF NONTANA:
Section l. Section 72-25-10ls MCAs is5 amended to read:
w12-25-101e Short title. This chapter may be cited as

the "Revised Uniform Principal and Income Act®.™
Section 2. Section 72-25-~102y MCAs is amended to read:
"72-25-102« Definitionse In this chaptersy the

following definitions apply?
f14-—Nprineipote-—meand-—any-reatty-or-personatty—which

Ras-heen-so-set-aside-ap-3imited-by——the--owner-~thereof--or

persen---therate---teqaliy-~-enpovered--—that---it-—and-—any

aupstitutions--for--it--pre--eventunatty--to---pe---conveyedy
deliveredy--or-—pard-to-a-perseny-white-the-return-therefrom
or-use-thereof-or—any-part-of-such-return-or-use-ias——in--the

meantime-to-be-taken-or-recerved-by-or-hetd-for—accomolation
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for-the-same-or-anether-parsenv

fi}-—lineene'——-eaﬂs—the—feturn-defived—Froa—pr+neipa¥v

£3)--2Fenant®-—means—-the-—persan——to-—whom-—income——+s
presentiy-ar-currentiy-peyable-or-for-whom-it-ias-occumutoted
or-—whe—-is——entitied-eo-the-beneficinl-use-of-the-prineipat
present}y-ond-for—a-time-prior—to-ita-distributions

{1} __*Iocome bepneficjory® means the person to whos
income__is__presently payable or for whom it is accumulated
For distribution_as._incomes

42)__"Inventory _vajue® means ihe sost--of-—property
purehosed-——by—the-trugtega-and-the-cogt-or-adjustad-basis-—far
federai-income-tax-purposss-of-okher-property-at-the-tise—it
becaae-subjeet-to-tha-trustv-hut-jn-cose-nf-—o--testopentery
trugt--the--trustee-poy-pye-the-vajge-finotiy-determined-for
the-purpeses-of-federat-astnte-taxy-itf-appiicabley-otherwise
for-taheritance-tax ADJUSTED BASIS FOR__FEDERAL _INCOME TAX
BURPOSESa

t4¥(3) "Remdinderman” means the person oitimatedly
entitled to the principaly whether-named--or--designated-—-hy
the--termes—of —the——-transaction-—-py-which-the-principal-was
astapiished-or-determined—-by——oaperation-——of—taw including
income which has been accuwylated and added to principale

£53L4) "Trustee™ #neludes means the original trustees
of-any-trust-ta-which-the-principatl-moy-be-sabject-and--atse

any succeeding or added trustees _and the persongl
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representative of o decedent’s estate whenever a provision
of this chapter is applicable to the estatee"

Section 3. Section 72-25-103¢+ MCAy is amended to read:

"72-25-103., Applicability. Fhis-chapter—shalt-apply—to
aF}-estates-af-tenants-ar—remsindermen—which-become—-teagotiy
effeetive——-after—Nareh-~13y--1959» Except _as specifically
provided ip the trust ijostruwent or the will _or ip this
chapters _this_ chaoker _applies. to._ aoy receipt or_expense
recejived or_incurred after July ls 1983s _by _any _trust or
decedent!s_ _estates whether sstablished before or ofier July
ls.1983s and wbether the asset iovolved was acquired by ihe
Lrustee of a trusi _or .2 personal representative of a

decadent®'s estate bDefore or after July 1. 1983.%

Section 4. Section 72-25-105y MCAy is amended to read:

"]2~-25-105« Interpretation -- uniformitye This chapter
shall be so +nterpreted-amd construed as to effectuate its
general purpose to make uniform the law of those states
which enact ita."

NEW SECTIONs Section 5. Duty of trustee as to receipt
and expenditures (1) A trust shall be administered with due
regard to the respective interests of income beneficiaries
and remaindermens A trust is so administered with respect to
the allocation of receipts and expenditures if a receipt is
credited or an expenditure is charged to income or principal

or partly to eachs

-3~ HB 215

¢ ® o o

10
11
i2
13
14
L5
is
i7
13
19
20
21
22
23
24
25

HB 0215702

(ay in accardance with the terms of the trust
instrument, 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) if neither ‘ of the preceding rules of
administration is applicabley in accordance with what is
reasonable and equitable in view of the interests of those
entitled to income as well as of those entitled to principal
and in view of the manner in which men of ordinary prudences
discretiony, and judgsent would act in the management of
their own affairsa

(2y If the trust instrument, gives the trustee
discretion in crediting a receipt or ‘charging an expenditure
to income or principal or partly to eachy no inference of
imprudence or partiality arises from the fact that the
trustee has made an allocation contrary to ‘a provision of
this chapter.

NEW SECTIONe Section 6. Income —-— principal -
charges. (1) Income is the return in mwmoney of property
derived from the use of principaly including return received
as:

{a) rent of real or personal prapartys including sums

raceived for cancellation or renewal of a lease;
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(b} fnterest on money lents including sums received as
consideration for the privilege of prepayment of principal
except as provided in [section 10] on bond premium and bond
discounti

{c) income earned during administration of a
decedent®s estate as provideo in [section 813

(d) corporate distributions as provided in [section
)

(e} accrued increment on bands or other obtigations
issued at discount as provided in [section 10]};

(f) receipts from business and farming operations as
provided in [section 11]}

(4} receipts from disposition of natural resources as
provided in [sections 12 and 13];

(h} receipts from other principal subject to depletion
as providaa in {section 1l4].

{2) Principal is the property which has been set aside
by the owner or the person legally empowered so that it is
held in trusts eventually to be delivered to a remaindermany
while the return or use of the principal is in the meantime
taken or received by or held for accumulation for an income
beneficiarys Principal includes:

{a} consideration received by the trustee on the sale
or other transfer of principals or on repayment of a loans

or as 3 refund or replacement or change in the form of

5 HB 215
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principals;

{(b) proceeds of property taken on eminent domain
proceedings;

(c) proceeds of insurance upon property forming part
of the principal} except proceeds of insurance upon a
separate Jinterest of an income beneficiary;

(d) stock dividendse receipts on Jliquidation of a
corporationy "and nthef corporate distributions as provided
in [section 9}; ‘

{e) receipts from the disposition of corporate
securities as provided in [section 10];

(f) royalties and aother 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 1%);

(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 deteraining income and principal, in
accordance with the terms of the trust instrument or of this
chaptery the trustee shall charge to income or principal
expenses and other charges as provided in [section 15].

- MEW_SECTIONs. Section 7. MWhen right to income arises

== apportionment of incomes (1} An income beneficiary is
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entitled to income from the date specified in the trust
instrument ors if none is specifiedes from the date an asset
becomes subject to the truste In the case of an asset
becoming subject to a trust by resson of a willy it becomes
subject to the trust as of the date of the death of the
testator even though there is an intervening period of
adamitnistration of the testator®s estates

{2) In the administration of a decedent's estate or an
asset becoming subject to a3 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)s including
renty interesty or annuitiess 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 befora the date
of death 1s principals and the balance is incomes

(3) In all other casesy any receipt from an
income-producing asset is incomey even though the receipt
was earned or accrued in whole or in part before the date
whan the asset became subject to the truste

(4)y On termination of an income interesty the income
beneficiary whose interest is terminateds or his estatey is
entitled to income: 7

{a)} wundistributed 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)s including rents
interesty Or annuitiessy not due on the date of terminations
accrued from day to daya.

{5} Corporate distributions te stockholders shall oe
treated as due on the day fixed by the corporation for
determination of stockholders of record entitled to
distribution ory if no date is fixeds on the date of
declaration of the distribution by the corporations

NEH_SELIIONe Section 8e Income earned during
administration of a decedent*s estate, (1) Unlass the will
otherwise pravides and subject to subsection (2}s all
expenses incurred in connection with the settlement of a
decedent*s estatey including debtss funeral expensesy estate
taxesy interest and penalties concerning taxesy family
allowancesy fees of attorneys and personal representativesy
and court costse shall be charged against the principal of
the estate.

{2) Unless the will otherwise providesy income from
the assets of a decedentt!s estate after the death of the
testator and before distributions including income from
property used to discharge liabilitiesy shall be determined

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

{a) to specific legatees and deviseess the income from
the property begueathed or gevised to them respectivelys
less taxess ordinary vsepairses and other expenses of
management and operation of the propertys and an appropriate
portion of interest accrued since the death of the testator
and of taxes fnposed on income (excluding taxes on capital
gains) that accrue during the periodrof administration;

(b) to all other lagatees and daviseesy .except
legatees of pecuniary bequests not in trusty the balance of
the incomes less the balance of taxese ordinary repairsy and
other expenses of management and operation of all property
from which the estate i$ entitled to incomer interest
accrued since the death of the testators and taxes impoSed
on income (excluding taxes on capital gains) tﬁat accrue
during the period of administrationy in proportion to their
respective interests in the undistributed assets of the
estate computea at times of distribution on the basis .of
inventory valuea

(3) Income received by a trustee under subsection (Z)
shall be treated as income of the trust.

MEW_SELII0Ns Section 9. Corporate distributions. (1)
Corporate distributions of shares of the distributing
corporationy including distributions in the form of a stock

split or stock dividend, are principale A right to subscribe
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to shares or other securities issued by the distributing
corporation accruirng to stockhalders on account of their
stock ownershipy and the proceeds of any sale of the rights
are principals . '

{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 dividendy a corporate distribution is
principal if the distribution is pursuant to:

{a) a call of shares;

{b) a mergery consolidationy reorganizations or other
plan by which éssets of the corporation are required by
another corporation; or

(c} a total or partia) liquidation of the corporations
including any distribution which the corporation indicates
is a distribution in total or partial liquidation or any
distribution of assets- other than cashy pursuant to a court
decree or final administrative order by a government agency
ordering distribution of the particular assets,

(3) Oistributions made from ordinary income by a
regulated investment company or by a trust gqualifying and
electing to be taxed under federal law as a real estate
investment trust are incomees All other distributions made by

the company or truste including distributions from capital
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gainsy depreciations or depletions whether in the form of
cash or an option to take new stock or cash or an option te
purchase additional sharess are principals

(4} Except as provided in subsections (1) through (3)s
all corporate distributions are incomey including cash
dividendss distributions of or rights to subscribe to shares
or securities or obligations of corporations other than the
distributing corporationy and the proceeds of the rights or
property distributions. Except as provided in subsections
{2) and {(3)s if the distributing corporation gives a
stockholder an option to receive a distriobution either in
cash or in its own sharesy the distribution chosen s
income.

{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.

NEW _SECIIONe Section 10. 8ond premium and discount.
{1) sonds or other obligations for the payment of money are
principal at their inventory values except as provided in
subsection (2) For discount bondse No provision may be made
for amortization of bond premiums or for accumulation for
discount. The proceeds of saley redemptions or other
disposition of the bonds or obligations are principale.

(2) The increment in value of 3 bond or other
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obljigation for the psyment 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 intome. The increment in value is distriputable to the
beneficiary wha was the income beneficiary at the time of
increment from the first principal cash available ore if
none is availables when realtized by sales redemptions or
other dispositions whenever unrealized increment is
distributed as income but out of principaly the principal
shall be reimbursed for the increment when realized.

NEW_SECTION. Section lle Business and fFarming
operationse (1) If a trustee uses any part of the principal
in the continuance of a business of which the settlor wWas a
sole proprietor or a partnery the net profits of the
businesss computed in accordance with generally accepted
accounting principles for a comparable businessy are income.
If a loss resuits in any fiscal or calendar years 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 pe
used to determine income from an agricultural or farming
operationy including the raising of animals or the operation
of a nurserys

NEM_SECTION. Section 12. Disposition of natural
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resourcess (1) If any part of the principal consists of a
right to receive royaltiess overriding or . limited royalties,
working interestsy production paymentss net profit
interestsy or other interests in minerals or other natural
resources iny ons or under lands the receipts from taking
the natural resources from the Jand shall be allocated as
follows:

(a) 1If received as rent on a lease or extension
payments on a leasey the receipts are income.

(b)y If received from a production paymenty the
receipts are income to the extent of any factor for interest
or its equivalent provided in the dJgoverning instrumente.
Thare shall be allocated to p}incipél the fraction of the
balance of the receipts which the unrecovered cost of the
production payment bears to the balance owed on the
production paymenty exclusive of any factor for interest or
its eguivalente The receipts not allocated to principal are
income.

(c} 1if received as a royalty, overriding or Timited
royalty or bonusy or from a workings net profits or any
other interest in mineralds or other natural vresourcess
receipts not provided for in subsection (1){a} or (1)(b)
shall be apportioned on a yearly basis in accordance with
subsection (1)(c)e whether or not any natural resource was

being taken from the Jland at the time the trust was
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established. Not less than 20% but-mot DR more than 50% of
the net receipts remaining-after-payment-—sf--ali--expensesy
direct-——and---indirecty—-computed—without—-atiowanca——Ffor
depletions 10O, . 5E DETEAMINED _IN THE DISCRETION OF THE
IRUSIEEy shall be added to principal as an allowance for
depletions The balance of the groas NET receiptsy--after
payment—-therefrem--eof-alti-expensesy—direct-and-indirecty is
income.

{2) If a trustee, on July ls 1983y held an item of
depletable property of a type specified in thﬂs sections he
shall allocate receipts from the property in the manner used
before July ls 1983y but as to all depletable property
acquired after July 1y 19834 by an existing or new trusts
the method of allocation provided in this section shall be
useds

(31} This section does not apply to timbers waters
s0ils sode dirts turfs or mosses.

NEW_SECIIQN: Section 13. Timbers If any part of the
principal consists of land from which merchantable timber
may be remaved, the receipts from taking the timber from the
land shall be allocated in accordance with [sectian
5{1y{c) ]«

NEHW_SECTIONe Sectian 1l4e. UOther preoperty sSubject to
depletions Except as provided in [sections 12 and 13js if

the principal consists of property subject to depletione

-l4- HB8 215
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including leaseholds, patentse copyrightss royalty rightsse
and rights to receive payments on 3 contract for deferred
compensations receipts from the propertys not in excess of
5% per vyear of the net receipts remdining after payment of
expensess directly and indirectly computed without allowance
for depletiony are incaomey and the balance is principale

MEW _SECTIONa Section 15. Charges against income and
principals (1} The following charges shal! be made against
income:

(a} ordinary expenses incurred in connection with the
administrationy wmanagementy or preservation of the trust
propertys including regularly recurring taxes assessed
against any portion of the principal; water rates; premiums
on insurance taken upon the interests of the income
beneficiaryy remaindermans 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 principlesy but no allowance may be made for
depreciation of that portion of any real property used Dy a
beneficiary a8 & residence or for depreciation of any
property held by the trustee on July ly 1983, for which the
trustee is not then making an allowance for depreciation;

(¢} not less than one—-half of court costsy attorney

feesy and other fees on periadic judicial accountings unless
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the court directs otherwise;

(d) court costss attorney feesy and fees on other
accountings or judicial proceedings if the matter primarily
concerns the income interesty unless the court directs
otherwise;

(e} not less than one-half of the trustee's regular
compensationy whether based on a percentage of principai or
income, and all expenses reasonably incurred for current
management of principal and application of incomes unless
the court directs otherwises

(f) any tax levied upon receipts defined as income
under this chapter or the trust instrument and payable oy
the trﬁstee.

{2) If charges against income are of unusual amount,
the trustee aaye LY Means of reserves or other reasonabie
meanse Charge them over a reasonable period of time and
withhold from distribution sufficient sums to regularize
distributionss

(3} The following charées shal) be made against
principal:

{a) trustee's compensation not chargeable to income
undér subsections (1){d) and {l}{e): special compensation of
trustees; expenses reasonably incurred in connection with
principals court costsy and attorney fees priaarily

concerning matters of principal; and trustee's compensation
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computed on principal as an acceptancey distributiony 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 indebtednessy including a
mortgage amortized by periodic payments of principals
expensas for preparation of property for rental or sale;
ands unless the court directs otherwises 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} extracrdinary vrvepairs or expenses incurred in
making a capital improvement to principaly Including special
assessmentsy but a trustee may establish an allowance for
depreciation out of income to the extent permitted by
subsection (lY(b) and by [section 11};

(dy any tax levied wupon profity gaine or other
receipts allocated to principaly notwi thstanding
denomination of the tax as an income tax by the taxing
authority;

(e) if an estate or inheritance tax is levied in
respect to a trust in which both an income heneficiary and a
remainaerman have an interesty any amount apporticned to the
truste including interest and penaltiessy even though the

income beneficiary also has rights in the principat.
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{4) Regularly recurring <charges payable from income
shall be apporticned to the same extent and in the same
manner that income is apportioned under f{section T].

NEW SECTIQM. Section lbs Repealer. Sections
12-25-1044 T2-25-201 through 72-25-20%9y T12-25-30ly and
12-25-3024 MCAy are repealeds

NEW_SECTIONs. Section 17. Codification

Sections 5 through 15 are intended to be codified as an

instructione

integrat part of Title 72y chapter 25, and the provisions of
Title 72y chapter 25, apply to sections 5 through 15.

NEW _SECLTIGHs Section 18 Effective dates. This act is
effective July 1. 1983,

-end-
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HOUSE BILL NOe 215

INTRODUCED BY RAMIREZy SPAETHy MILLER

A BILL FOR AN ACT ENTITLEG: ™AN ACT TO ADOPY THE REVISED
UNIFORM PRINCIPAL AND TINCOME ACT AS PROMULGATED BY THE
NATTONAL CONFERENCE OF COMMISSIONERS ON UNIFORM STATE LAWS;
AMENDING SECTIONS 72-25-101 THROUGH T2=25-103 AND 72-25-105y
MCAS REPEALING SECTIONS 72-25-1044 T2-25-201 THROUGH
72-25-209y T2-25-3019 AND T72-25-302+ MCA; AND PROVIDING AN

EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 72-25~101, MCAs is amended to read:
"72-25=101+» Short titlee This chapter may be cited as
the *3zxisgd Uniform Principal and Income ACt™."™
Saction 2. Section 72-25-1024 MCAy is amended to read:
"72-25-102. Definitionse In this chaptery the
following definitions apply:

£ y-~"Principais-——peans--aay-realty-or-personelty-which
has-been-so-set-aside-or-timitad-by-——the-—swner—-thereof--or
person---therepa——=tegatiy-—-enpovered-—-thae-——it~--and--any
substttutions-—-for——jt—vare-—eyentyatty-—-to---se---gonveyedy
detiveredy-—gr-—aatd-to-a-persons-white-the-return—therefrom
or~gan-thereof-or-any-part-of-such-return—or-ase—+s—-tn--the

meantine~to-he-taken-—or-received-by-or-held-for-accumstation
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for-the-sane-or-another-persons

t23--*Incones—~means~the-return-derived-from-principats

t3}--"Femanti-—means--the--person--to--whom-~rncona--+s
presentty~or-currentiy-paysbte-or-for-whom-it~is-sccumniated
or-—who~-$s——entitied-to-the-beneficial-use-of-the-principat
presentiy-and-for-n—ttme-prier-to-its-distribotions

1) __*locome _beoeficiary” _means__the. person. to.. whom
locome. _is__pressoily _payable or for whom it is accusmulated
for_distribution as incoogs

42)__Zloventory _value® means the ceat--of--property
purchnsed=-by-the-trastec-and-the-enst-nr-adingted-pasis-for
federalsincope-tax-pnrposea-of sother—property-at-tha-tige—it
pecane_subject-to-the-truaty-hut-in-cass-of oa-ctestamentary
kruas--the--frusteesmay-uls_thesyalue-finaliy-deterpinedzfor
the-purposcasof-fageral-estntectaxy-if-popticabiersorhorwiae
farciohecitonca-tax ADJUSTED BASLS FOQR__FEDERAL _INCOME _TAX
BURPUSESe

t4%%+{3) “Remainderman® means the person ulsimetedy
entitled to the principale whether-named--or—-designoted--by
the——terns-~of--the——transaction--by-which-the-principal-was
setablished-or-determinea--by--operation--of--taw ipnciuding
ilocome which.bas_bsen aggumulated apd added fo pripncipale

t5%14) “Trustee™ #nrctude® means the original trusteea
of-any—trust-to-—which-the-princtpal-may-be-subject-and-~aksa

any succeeding or added trustees__apd._the  persgnal

~2- HB 213
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represaotative of a. decedent’s estate whenswer. . a_ oravisien
of this.chapter_is_applicahle to the esiate.”

Section 3. Section 72-~25-103y MCAy is amended to read:

#72-25-103. Applicability. Fhis-chapter-shati-appity-to
ati-estates—of-tenants-or-remsindermen-whith-become-—tegqatiy
effeceive——afrer——Marer-—+Fr-—+959 E£xcept _as. specifically
provided.in the trust iostruseat or.  the _will. or__in__this
chapters. _this_ _chapter _sppiles. _ to._any receipt or expense
ceceivad or jncurred aftec July 1s 1983s by _any  trust._or
decedent s _estates . wbether establisbed before or afser.July
42,1283 _and_whether the asset inwolyed was acquired hy _toe
trustee. of a2 _fruskt _orL . .3 _personal . represeotative _of a
gecedent's estate before or after July 1. 1363."

Section 4« Section T2-25-105, MCA, is amended to reads:

w72-25-165. Interpretation —— uniforaitye. This chapter
shall be 50 ¥nterpreted-and construed as to effectuate its
geners] purpose to make wuniform the law of those states
which anact it."

NMEW_SECIIQNs Section 5« Duty of trustee as to receipt
and expenditure. (1) A trust shall be administered with due
regard to the respective interests of income beneficiaries
and renaindermene A trust is so administered with respect to
the allocation of receipts and expenditures if a receipt 1is
crédited or an expenditure is charged to income or principal

or partly to each:i
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{a) in accordance Wwith the terms of the trust
instrumenty notwithstanding contrary provisions of this
chapter;

(b} in the absence of any contrary terms of the trust
instrumenty in accordance with the provisions of this
chapter; or

(cy} if neither of the preceding rules of
administration is applicablesy in accordance with what is
reasonable and equitable in view of the interests of thase
entitled to income as well as of those entitled to principal
and in view of the manner in which men of ordinary prudences
discretiony and judgment woulid act in the management of
their own affairsa.

(2y 1¥ the trust instrument gives the trustee
discretion in crediting a receipt or charging an expenditure
to income or principal or partly to eachs no inference of
imprudence or partiality arises from the fact that the
trustee has made an allocation contrary to a provision of
this chapteras

NEW SECTIONe Section 6. Income - principal -
chargess (1) Income is the return in monay of property
derived from the use of principalsy including return received
as:

(a) rent of real or personal propertys including sums

received for cancellation or renewal of a leases
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{b) interest on money lentsy including sums received as
consideration for the privilege of prepayment of principal
except as provigea in [section 10] on bond premium and boand
discount;

{c} income ear ned during administration of a
decedent®s estate a5 provided in {section 8];

{d) corporate distributions as provided in [Section
'3 H

() accrued increment on bonds or other obligations
issued at discount as provided in [section 10];

{f} receipts from business and farming operations as
pravided in [section 1l1];

{g) receipts from disposition of natural resources as
provided in [sections 12 and 13];

(h) receipts from other principal subject to depletion
as provided in [section 14).

{2y Principal is the property which has been set aside
by the owner or the person legally empowered so that it is
heid in trusts eventually to be delivered to a remaindermany
while the return or use of the principal is in the mesntime
taken or raceived by oy held for accumulation for an income
beneficiarye Principal includes:

[a) consideration received by the trustee on the sale
or other transfer of principaly or on repayment of a loan.

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

(b) proceeds of property taken on eminent domain
proceedings;

{c} proceeds of insurance upon property forming part
of the principaly except proceeds of insurance upon a
separate interest of an income beneficiary;

{d) stock dividendss receipts on Jliguidation of a
corporationy and other corporate distributions as providaed
in {section 91;

{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 l&j;

th) any profit resulting from any change in the form
of principal;

{i) any allowances for depreciation established under
[section L5(1){b)].

{3) After determining income and principal in
accordaence with the terms of the trust instrument or of this
chapteres the trustee shall charge to income or principal
expenses and other charges as provided in [section 15].

MEW SECIION. Section 7. When right to income arises

== apportionment of incomes {1} An income beneficiary is

-6~ HB 2195
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entitled to income from the dote spacified in the trust
instrument ory if none is specifiedy 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 willy it becomes
subject to the trust as of the date of the death of the
testator even though there 1is an intervening period of
administration of the testator's estatas

{¢) 1In the administration of a decedent's estate or an
asset hecoming subject to a trust by reason of a will:

(a) receipts due but not pafd at the date aof death of
the testator are principal;

{b) receipts in the form of periodic payments (other
than corporate distributions to stockholders)s including
rentsy interests or annuitiess not due at the date of the
death of the testator shali be treated as accruing from day
to daye That portion of the receipt accruing before the date
of death is principaly and the balance is income.

{3} In all other casesy any receipt from an
income-producing asset is incomey even though the receipt
was earned or accrued in whole or in part before the date
when the asset became subject to the trust.

{4) On termination of an income interesty the income
beneficiary whose interest is terminatedy or his estates is
entitled to income:

{a} undistriputed 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 paymnents ({other than
corporate distributions to stockhalders)e including rents
interesty, or annuitiesy not due on the date of terminations
accrued from day to daye

[5) Corporate distributions to stockholders shall obe
treated as due on the day fixed by the corparation for
determination of stockhelders of record entitied to
distribution ory if no date is fixeds on the dote of
declaration of the distribution by the corporation.

MNEW_SECTION. Section 8. Income earned during
administration of a decedent's estates (l) Unless the will
otherwise provides and subject to subsection ({2}s all
expenses inacurred in coAnection with the settlement of a
decedent's estatey including debtss funeral expensess estate
taxesy interest and penalties concerning taxess family
allowancess fees of attorneys and personal representativess
and court costsy shall be charged against the principal of
the estate.

(2) Unless the will otherwise providesy income from
the assets of 3 decedent's estate after the death of the
testator and before distributions including income from
property used to discharge Yiabilitiesy 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 devisaes, the income from
the property bequeathed or ogevised to them respectively,
less taxese ordinary repairsy and other expenses of
management and operation of the propertyy and an appropriate
portion of interest accrued since the death of the testator
and of taxes imposed on income (excluding taxes on capital
gains) that accrue during the period of administration;

(o) to all other 1legatees and deviseess except
legatees of pecuniary bequests not in trusts the balance of
the incomey less the balance of taxess, ordinary repairse and
ather expenses of management and operation of all property
from which the estate is entitled to incomes interest
accrued since the death of the testators and taxes imposed
on income (excluding taxes on capital gains) that accrue
during the period of administrationy in proportion to their
respective interests in the wundistributed assets of the
estate computed at times of distribution on the basis of
inventory value.

{3) 1Income received by a trustee under subsection (2)
shall be treated as income of the trust.

NEW SECLIIQN. Section 9. Corporate distributions. (1)
Corporate distributions of shares of the distributing
corporationy including distributions in the form of a stock

split or stock dividends are principale A right te subscribe
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to shares or other securities issued by the distributing
corporation accruing to stockholaers on account of their
stock ownershipy and the proceeds of any sale of the rights
are principals

(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 pecame a stockholder or is in lieuv of an
ordinary <cash dividendy a cor porate distribution s
principal if the distribution is pursuant to:

{a) a call of shares;

(b)) a mergers conselidations reorganizations or other
plan by which assets of the corporation are required by
ancther corporation; or

(c) a total or partial liquidation of the corporations
including any gistribution which the corporation indicates
is a distribution in total or partial 1liquidation or any
distribution of assetss other than cashs pursuant to a court
decree or final administrative order by a government agency
ordgering distribution of the particular assets.

{3) Oistributions made from ordinary income by a
regulated investment company or by a trust qualifying and
electing to be taxed under federal Jlaw as a real estate
investment trust are incomes All other distributions made by

the company or trusty including distributigns from capital

~-10- HB 215



10
i1
12
13
14
15
16
17
ia
19
20
21
22

23

25

HB 0215702

gainsy depreciations or depletions whether in the form of
cash or an option to take new stock or cash or an option to
purchase additional sharess are principale

« (4) Except as provided in subsections (1} through (3}«
all corporate distributions are incomes incluaing cash
dividendsy distributions of or rights to subscribe to shares
or securities or obligations of corperations other than the
distributing corporations and the proceeds of the rights or
property distriputionss Except as provided in subsections
{(2) and (A)e if the distributing corporation gives a
stockholder an option to receive a distribution either in
cash or in its own sharesy the distribution chosen is
income.

(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.

uﬁy_ﬁﬁ&ljﬂu; Section 10« Bond premium and discounte.
(1) Bonds or other obligatians for the payment of money are
principal at their inventory values exceﬁt as provided in
subsection {2) for discount bondse No provision may be made
for amortization of bond premiums or for accumulation for
discount., The proceeds of sales redemptions or other
disposition of the bonds or obligations are principals

{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 actordance with a Ffixed schedute of appreciation in
excess of the price at which it was issued is distributabile
as income. The increment in value is distributable to the
beneficiary who was the income teneficiary at the time of
increment from the first principa} cash available ore if
noane is availables when realized by sales redemptions or
otner dispositionas whenever unrealized increment is
distributed as income but out of principals the princigal
shall be reimbursed for the increment when realized.

NiM_SECTIQUNe Section lle Business and farming
operationse {1) 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 pdartnery the net profits of the
businesss computed in accoradance with generaliy accepted
accounting principles for a comparable businesss are incomes
If a 1loss results in any fiscal or calendar years 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 ve
used to determine income from an agricultural or farming
operations including the raising of animals or the operation
of a nurserys

NEW. SECII0OMe Section 12, Disposition of natural
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resources. (1) If any part of the principal consists of a
right to receive royalties:s overriding or limited royaltiesy
working interestsy production payments. net profit
interestsy or other interests in minerals or other natural
reasources iny ons Oor under lands 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 3 leasey the receipts are income.

(by If received from a production paymenty the
receipts are income to the extent of any factor for interest
or its equivalent provided in the governing instrument.
There shall be allocated to principal the fraction of the
balance of the receipts which the unrecovered cost of the
production paywent bpears to the balance owed on the
production payments exclusive of any factor for interest or
its equivalents The receipts not atlocated to principal are
income.

(c) If received as a royaltys overriding or limited
royalty or bonusy or from 2 workings net profite or any
other interest in minerals or other natural resourcess
receipts not providea for in subsection (1j(a) or (l){b)
shall be apportioned on a yearly basis in accordance with
subsection (l)(c}e whether or not any natural resource was

being taken from the land at the time the trust was
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establisheds Not Yess than 20% bat-not DR more than 50% of
the net receipts rema&n+ng—a$eef—payment—-bf-—a%*-—expenaeav
direet-—--and---indireety-———computed——without--atiowance——-for
depletiens _JO0__GE DETERMINED _IN_ THE DISCRETION OF THE
IRUSIEEs shall be added to principal as an allowance for
depletione The balance of the greoss NEY receiptsv——-after
payment--therefrom——-af-altl-expensesy-direct-and-indireety is
incomes

{2) If a trustees on July le 1983y held an item of
depletable property of a type specified in this sectiony he
shall allocate receipts from the property in the manner used
before July 1y 1983y but as to all depletable property
acquired after July 14 19839 by an existing or new trusts
the method of allocation provided in this section shall be
usadae

{3) This section does not apply to timbers watery
$0ily sody dirty turf, or mossese.

NEW SECTIONs Section 13, Timber. If any part of the
principal consists of Yand from Wwhich merchantable timber
may be removeds the receipts from taking the timber from the
Tand shall be allocated in accordance with {section
S(1y(c) 1.

NEW_SECTION: Section l4. Other property subject to
depletione Except as provided in {sections 12 and 13}y if

the principal consists of property subject to depletions
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including leaseholdssy patentss copyrightss royalty rightss
and rights to receive payments on a contract for deferred
compensations receipts from the propertys not in  excess of
3% per vyear of the net receipts remaining after payment of
expensesy directly and indirectly computed without allowance
for depleticny are incomey and the balance i5 principale

NEW_SECTION. Section 15. Charges against sncome and
principale (1) The following charges shall be mage against
income:

(a) ordinary expenses incurred in connection with the
administrations managementy or preservation of the trust
propertys inciuding regularly recurring taxes assessed
against any portion of the principal; water rates; premiums
on  insurance taken upon the interests of the income
beneficiary, remaindermans or trustee; interest paid by the
trustee; and ordinary repairss;

(b} a reasonable allowance for depreciation on
property subject to depreciation under generally accepted
accounting principlesy but no allowance may be made for
depreciation of that portion of any real property used by 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 costsy attorney

feesy and other fees on periodic judicial accountingy unless
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the court directs otherwise;

{a) court c¢ostSs attornay feesy and fees on other
accauntings or judicial preoceedings if the matter primarily
concaerns the Iincome interesty wunless the court directs
otherwi se;

{e) not less than one—half of the trustee's raqular
compensations whether based on a percentage of principal or
income, and all expenses reasonably incurred for current
management of principal and application of incomes unless
the court directs otherwise;

(f) any tax levied upon receipts defined as income
under this chapter or the trust instrument and payable by
the trustee.

{(2) If charges against income are of wunusual amounts
tﬁe trustee mays by means of reserves or other reasanable
meanss Charge them over a reasonable period of time and
withhold from distribution sufficient sums to regquiarize
distributionss

{3) The following charges shall be made ‘against
principal:

(a) trustee’s compensation not chargeable to income
under subsections (i}{d) and (l)(e); special compensation of
trustees; expenses reasonably incurred in connection with
principaly court costsy and attorney fees primarily

concerning matters of principal; and trustee's compensation
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computed on principal as an acceptances distributiony 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 indebtednessys including a
mortgage amortized by periodic payments of principals
expenses for preparation of property for rental or sale;
ande wunless the court directs otherwises 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
making a capital improvement to principale including special
assessments, but a trustee may establish an allowance for
depreciation out of income to the extent permitted ﬁy
subsection {l1l)(b) and by [section 1l1j;

(d) any tax levied upon profits gainy or other
raceipts allocated to principals notwithstanding
denoaination of the tax as an income tax by the taxing
authority;

(e) if an estate or inheritance tax is levied in
respect to a trust in which poth an inceme beneficiary and a
remainuerman have an interesty any amount apportioned te the
trusty including interest and penaltiess even though the

income beneficiary aiso has rights in the principal.
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(43 Regularly recurring charges payable from income
shall be apportioned to the same extent and in the same
wmanner that income is apportioned under [section T].

NEW SECTION, Section 16« Repealer. Sections
T2-25-104y 12~25-201 through 72-25-209+ T2-25-301+ and
T2-25-302y MCAs are vepealed.

MEW_SECTIONs Section 17« Codification instructions
Sections 5 through 15 are intended to be codified as an
integral part of Title T2s chapter 25, and the provisions of
Title 725 chapter 25, apply to sectlons 5 through 15.

NEM_SECTIONas Section 1B. Effective date. This act is
effective July 1+ 1983,

-End-
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