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INTRODUCED BY Z%Am‘ﬂ%__

- A BIL. FOR AN ACT ENTITLED: ™AN ACT TO REVISE MONTANA'S

PROBATE CODE WITH RESPECT TO RENUNCIATION OF SUCCESSION; Ta ..

REYISE THE ALTERNATE VALUATION FOR INHERITANCE AND ESTATE

" TAXES; ~ TO' REVISE THE STATUYES RELATING TO DEFERRED PAYHMENT

OF INAERITANCE AND E£STATE TAXES: AND TO REVISE - THE
APPORTIONMENT DF ESTATE AND INMERITANCE TAXES; AMENDIHG
SECTIONS T2=-2-1Cle T72=16-331  THROUGH 72-146-335, 72-14-337
THROUGH T2-16-339y 72-16-341, 12-16-242y T2-16-452,
T2=16-456y T2-16-%563y T2-16-4b4, 72-16»4§1; AND T2-16-5603,

MCA; AND PROVIDING AN APPLICABILITY DATEW"

BE IT  ENACTED BY THE LEGISLATURE 0OF THE STATE OF MONTANAS
sa2ction le 3Section T72-2-10Lls MCAs is amended to read:

®72-2-10l. Renunciation of successions {l) A person or

.his pzrsonal representative or the representative of an

incapacitated or pratected person who is an helrs devisees
person succeeding to a renounced Interesty donles . appeintegs
grantees recipients or beneficiary under a eesesmencary
instrusenty-ror--appointee-—under-—a--poner—-af--appotatment
exerci sad-—~py-—a--testamentary-—tnstroment Ltrust _or _other
ponkestamsntary .iostrusegpt .or_undac_a_power of apogiotpent
gxercised by a testamentary or _pontestapentary . ipsicumeots
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suryiviog--.Jjoint . _pupec__or _surviviag. _joint _tenanta ar
beneficlary _or _owner. of _an_._ipsutance  sootract or _any
ipgidant__of _ownersbip therein may renounces in whole or in
parts the right of succession to any property or interest

thereiny Including a future interasts by filing a written

‘fenunciation under this sections The instrument shall:

.{a) describe the property or interest renounced;

{b) be signed by the person renouncing; and

{c) declare the renunciation and the extent thereof.

t23-~fok-An-—-inserunnnt-—renanncing--a-present-interest
shali-pe—Ffited-uithin——9-~moaths--afeer-~the-—death--of-~the
decedent-or-tha—donee—of —the-powery

toy-~kn—-inserument -rerouncing-a-foture-+nterest-nay-he
+++ed¥nét-#utef-thnn-9-neﬂths-ﬁFter--the--event——dettrm+ﬂ+ng
that—the—-taker--of-—the--praperty-——or—interest—+3-Finatdy
ascertatbned-and-his-interest-+9-indefeasibry-vesteds

fet~-¥he»renﬁne+at+en-must-be-filed-+n-the—eouft-of—the
coanty-+A-which~proeeadings-—have--been-—commenced—Ffor--the
adninistrocion--of~-~the--eastate--of--the——decsased-~onner—or
deee6996~donee-of—ehe——poweF"“aFv~°iF"-hner-—have-wnotm-seen
cammencedy-—rn—-whicth-—they-tontd-be—commenceds-A-copy—-of—the
renuncvatton-shati-ba--detivered-—+a--person--or-—saited--by
regtyternd-—or-eertified-—mati-te-any-personsi-representcative
or-other-fiduciary-of-the-decedent-or-donee—-oaf-che-powerv-%f

reat-sroperty-or-an—iraterest-theretn—ta-rencsuncedy—a-eopy-of
INTRODUCED BILL
- . T
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the-renuncintion~may—be-recordud-tn-thea-effice-of-the-county
clerk-of-the-connty-ifi~which~the-recaot-estate-ia-situateds
L2y Ihe. couck may direct or pecmit o Lrustee_.undar..a
iestameptary _or__nontestamepfary  instrument Lo rengusces
modifys_amends _gr.otherwise.deviate from any restrictigo..go

oc..poswer.. of  _administrations. . mapageaents or allaocation gf

beoefit_upoo fioding that such_restriction.on _the . gxercise
of _the power may.defeat or impaic_tbe accomplisbaent of the
pucppses.of _the trusts whetner by the imposition of taxs. the
allocaticn_of begeficial _interest  ipconsisteot. with _such
pULpQs2sSs.. 0L D¥__other _reasons.. Such__authocify _sball _be
axeciiseds after. heariog.. and. _upao. .gotice_ _to _all . koown
gersans_hepeficialiy intereated. io such frusts_ in the .maonec
dirscted hy the CoUrLa

131 _The jpatrument of renunciation must De raceivad by
the_.tragsfecec. —of. . the jintergsts. biz.lsgal_rapresentatives
thg personal ceprescotative.of 3 _deceased. tracsferors _the
teustee _of _any tcust in wbigh_tbe interess heipg rengunced
existss_or_the holder of _the.legal title to the_propecty  to
which _the iotergsi relatess Jo e effeciive for purpases.af
dexermining.-joperitance and  _estole . raxess the  instrusent
must__be_ _received. pei.later thag.iha dake which_ (s 3 manths
after_tbe.later of she.-dats oo.which.the  transfer_ creatiog
the _interagt _jo..2 person.is aade_or. the. dats on which.the
gersop antains. 18 _yeacs.of 2ge. . If the  gircusstagces__that
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estakliso. _the _cight _of. _a_.persgu. fo. rsoounce Ao ioterest
acrise_as a__resuly _of_ _the death . of au_ _ iodividuals the
iostruseni _wust__also. be _filed_in.tbe.couxt_of the county
wherz _proceedings-_gopcerning. . ihe. decedent’s _estate ace
pendicy_ur_wbece they would be pending If_compenceds 1f ceal .
property--qr-an ioterest therein is_ceoourceds a_copy of the
cenuociation. may be recorded in the _office _of . fthe. . cquaty
clerk_and.recorder. of the county lo which the.real.sstate_is
situsteds _MNo person gntitled to a_copy of the._insirumeni is
liakle for _any .proper _distributioa or .dispositiqn.. sade
witbout .agiual notice.  of the cepunciations and no persgn
mekiog_a_pcoper distribukion or disposition io.rgligace upon
the_reouaciation. is_liahle  for_ _aoy..sych.__distribution. oc
dispasitigu__in__the abseoce of ackual notice-ihat_ag.actica
has._bsen._loskltuied contesting. tha. walidity _of . the
cepunciations

£3+L4)1 Unless ‘the decedeont—-or-——donee——of-—the-power

tecansferac_of . the integest has otherwlse provideds the

. property or interest renounced devolves as though. the person

rencuncing had predeczased the decedent ory if the
appointment was exercised by a testamentary instrument, as
though the person renouncing had predeceased the donee of
the powere A future interest that takes effect in possession
or enjoyment after the termination of the estate or interest

repounced takes effect as thaugh the person renouncing had

-y
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predeceased the decedent or the donee of the powere A
renunciation relates back for all purposes to the date of
the death of the decedent or the donee of the powers

t4¥L5) (3) The right to renounce property of an
intarest therein is barréd-by: ’ ‘ :

(i) an assignmenty conveyances enchmb}ahcé. pfedge. or

"transfer of property or interests or a contract therefor;

(ti) a written waiver of the right to repounce;

(iii} an acceptance of the property or interest or

benefit thereunder; or

(iv) a sale of the property or interest under judicial
sale rade before the renunclation is effectad.

{by The right to rensunce axists notwithstanding any
limitation on the interest of the person rencuncing in the
natura of.a spéndfﬁrift provision or similar restriction.

‘{cy A renunciation or a written waiver of the right to

renource Is binding upon the person renouncing or person

wéiilng'and all persons claiming through or under him.
+53168) This section daéé ﬁﬁthébridgé the flght of a
person to walives releasey disciaimy or renvunce property or
an interest therein under any other statyte.
toy—~An—incerest-—tn-—property-whtch-exvrsts-on-duky-tvy
3935y~ as-to-~whithe~if-—a—--present——interesty——she-~eine--for
f+1ing-a-renancietion-under—-the-tniform-frabate-€ode-has-not

eup+reey--or-éf-—ao-futhe--éhteresty--the—+ntefest-has-not
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become—indefeazibiy~vested-or-the-toker—Einaliy—ascertainady
may-be-renounced-within—9-months-after-dudy-ty~19F5«

L1)_.dlthin. 30 days.of.receiot of a written  ionstrument
ef ._c2pounciatiocn by _the tSrags€erar _gf _ fhe interesgs ibhe
cenoupcers.  bis _ legal __representatives the . persapal
cepresentative_ of the decedents the trustae of any trust_jo
ubich the.interest being renounsed existss or the halder of
the_'legal__title _to tha propecty _to_ _which the igtegest
relatess _as._the case way bes  shall_  atfesmpt. to  aotify.-in
Mritiog_ those _persons . wbo are keowp.or ascertaioahle wlib
teasaoable _diligepce _who . are. KecCipigots. .of.__pateatial
recipients_of Lte cenputced interest of the renuociation_and
the..interest —or. patential . interesk _such__recipient niil
geceive as_a.result of the regunciations

L8)__Any_ interest in property which exists.on _Jduly _ls
19632 .82y _be__renounced after July ls 1983s as provided in
this Sectigns An_interest that has arisen prior o  July_  ls
A283s_.i0.any_person _otber thag the pecson renouncing is not

“gestroyed__gr__dimipisbed__by. any__action_ of _the  persgn

rasounclog. taken uoder this sectiona®
Section 2« Section T72-16-331s MCAs« is amended to read:
172-16~331. Cefinitions for alternate valuation
purposase As used In T2-16~33)% through T2-15-342 aad
Lsectigns. 17 __thriough 233y the following definitions apply:

(1) _PActive mapageaani® means. the wakiog of managemsnt

—6-
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decisions-af.a businesss  othec. than. . the. daily_ operaring
decisionia

£2342) "Adjusted value¥ geans:

" {a) in the case of a gross aestates the gross value of
all transfers subject to the tax imposed ‘by this parts
detergined without regard to 72-146~-331 through 72-16-342 gnd
Lsections. 11 _through .23)r reduced by tha amouint of unpaid
mortgages and indebtedness;

{b)y in the case of real or perzonal propertys the
value of the property for the purposas of this parts
detarti ned without regard to 72-16-331 through 72-15-342 and
[sactions lZ.through 23]s reduced by the amount of unpaid
mortgéges and indebtednesse

t23443) TAgreement™ means a written agreement signed by
each person in being who has an interests.whether or not he
is in possessions In any property designated in su;h
agreement consenting to the application of 72-16-333 with
respect to such propertyas

t+33(4) TCepartment™ means the department of revenues

L3} _"Disabled? means an_individual who bas_ a mental.or
gbysical__imgaicment. . that _rengecs hie unable .to materially
pacticipate_ig the_operatlon. cf oa.facm or othek.busingssa

183 _YEl1ipinle qualified. beir™ meana a_ _qualified. . beir
wboi

Lad__is.the sucxixing.spouse of the. decedapti
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Lad__bas pot atraiped. 2l years of_agei

Lc)-.is_disabledi_oc

tdl__is.a.students

t4¥L1) "Farm™ means truck Tarmse ranchess nurseriess,
ranées. greenhousese orchardsy woodlandse or structures used
primarily for 'raisqu‘ agricul turatl or horticultural
commodfties. The term includes stock, dairy animalsa
poultrys fur-bearing animalss and fruits

¢5448) “Farming purposes® means:

{3} cultivating the s0il or raising or harvesting any
agricaltural or horticultural commodityy including the
raisings shearlinge feedinge <caring fors ¢trainings and
managing of animals on a3 farn:

(b}_ handlinas dryings packings gradings or storing on
a fa}m any agricuitural or horticultural commodity in its
unmanufacturéd statey ‘but only if the owners tenant; or
aoperator of the farm reqularly produces more than one-half
of the commodity so treated; or

{c) (i) planting» cultivatings caring fory or cutting
trees; or

(ii} preparings other than millings treas for markets

£9443) "Internal Revenue Code" means the Internal
Reveruz Code of 1954, A reference to a specific section of
that code [Is a reference to that section as it may be

labela2d or amendede.

-
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€#2010} "Involuntary conversion™ means a compulsory or
involuntary conversion within the meaning of section 1033 of
the [nternal Ravenue lode.

t6¥L11l) *Material participation® is determined In a

manner similar to the manpner used for the purposes of

section 1402{a){l) of the Internal Revenue Code.

+93412) ial "Member - -of the famiTy™ neéﬁs;lqlth respect

" to any individualey enty the individual®sg

{i} ancestor eex

fill_ sunu:a_.andu,:us___lxngal__.dsssnndan;s__.nt.__:hs
indiyidualts spgusei

Liii} lineal descendantyi

Livi_ llneal .descendants.of Lhe_ lndixidual’s pareatSe

£2)__Member of -tbe_faplly.alsa_includes a spouse ofs

il.-the_individual*s_lioeal descendaptsi

(il)_the 1ineal descendaots of the_individuals spousei

ac

(ili)_the___lineal.. dessendants..of _the iedividualls
pagentas’

(g} e-<Ftnmei--descendant-—of--a--grandparent—~sf——the
;nd+v¥due¥y——the--speuse-ef*the—énd+v+due4v~or—the—spouae—of
any-sueh-deseendantw For purposes of the-preceding—-sentence
this___subsection__f1i2+ 3 legally adopted <zhild of an

individual is treated as a child of the individual by bloods.

(i3)."Met sbace.rental® peans the.ezcess fi

-
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{a)__ibe.yalue_gof the produce recgivad by a_lessor. _of
land_on.which_sugb_produce is_growgi

ibl._divided. _hy she cash oparating_expnses of_growing
such_n:nnune.uhlchg_unds:.xha.1ea:a;.a:s_nald_hx.zna_lassn;.

inl_'nualifled.ex:nanns.nznnsntx-_neans_zgal..n:nns::x
that_ _is_.to. be used _for _the .qualified use.set focth-in
subsectinn_L18)a |

+¥8rL15) "Qualified helr® meansy with respect +to any
propertys a member of the decedent®*s family who acgquired the
property ofF to whom the properiy passed from the decedents
If a qualified heir disposes of any interest in qualified
real property to any member of his famitysy such member shal)
thereafter be treated as the qualified helr with respect to
such intereste

€x3¥{16) "Qualified real propérty" means feal property
locate& iﬁ this state that was acquired from or passad from
the decedeht to a gqualified heir of the decedent and that on
the date of the deéedent's daéth was being wused for a
qva1ified use by _fhe degedent or_a membsr of tbe decedeot®s
family. hui only ifs3

{2) 50% or more of the adjusted value of the gross
estate consists of the adjusted walue of real! or personal
praperty that:

{i) on the date of the decedent's death was being used

for a qualified use hy_ the decedent _or _a. _sember of. .the

-10-
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degedeatts Eamily: and

{il) was acquired from or passed from the decedent to a
qualified heir of the decedent;

{by 2%X or wore of the adjusted value of the gross
estats consists of the adjusted value of real property that
meets the requirements of (a){ii) ana (c) of this
subsect ion;

{c) during the 8-~year period ending on the date of the
decedent®s death there have been periods aggregating 5 years
or more during which:

{i) the real proparty was owned by the decedent or a
member of the decedent's family and used for a qualified use
by _the.decedent ar_a.mesber of the decedent?s faaily; and

{ii) there was wmaterial participation by the decedent
or a nember of the decedent®s family in the operation of the
farm or other business; and

{d) the real property is designated in the agreement
referrad to in subsection 2% (3) of this sectionw} _ and

lel . if__an._election. ls. @ade witb.respecs to qualified
maqdlands frees_grouing.on such.weadland max.cob-be. traated
Fa.d. LXRDs

#3223{11) ¢(a) "Qualified replacement property® means:

(i) in the case of an iInvoluntary conaversion as
described in section 1033(a}{l) of +the Internal Revenue

Codes ‘any veal ‘proparty :intv which the real property is

No® o~
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conver tedj;

(ii) in the case of an involuntary conversion as
described in section 11033(a)(2) of the Internal Revenue
Codey any real property purchased by the quatified heir

during the period specifled in section 1033(a)(2)tB8+LA} of

_ the Internal Revenue Code for the purpose of replacing the

qualified real property.

(b} ™dualified replacement property? only includes
proparty that is to be used for the qualifjed use set forth
in (a)y or (b) of subsectiorn 43+ {18} of this section under
which the gqualified real property qualified unager T12-16-333.

££332181 (a) "Qualified use® wmeans devotion of the
proparty to any of the following:

{i) use as a farm for farwing purposes; or

(i) use in a trade or business other than the trade or
business of farminge.

(b) In the case of real property that weseets the
requirements of subsection t++¥3{1R}){c)» residential
buildings and gselated improvements on the real property
occupied on a regular basis by the owner or lessee of the
real property or by persons employed by the ownar or lessee
for the purpose of operating or maintaining the real
propertyy and roadss buildingss and other étructures and
improvements functionally related to the qualified use sha¥l

be treatad as real property devoted to the qualified usee.

-] 2w~
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LL21-"Quajified woodland® seans_any.roil_property thats

laj-_is used.in tirvher ogperatlops:i_and

1) __is ao jdeptifiable area.of.lands.such_as..an__acre
RL.-ploer _arsas.for which recoeds. arg. oocmally _gaintaioed Lo
conducting timber agperationss

L2Q)_=Stydent?__peaps 8o - ingividual _as__gdefined . Dy
section_151Le)i%) of the Intersal Revenus Lodea .

(21)-nIigher operations® geansi -

;al,,;ha..alan:lnn:_nultlxa:LnnA;sanLuu_in:a_nm_suzzlnn

of trezsi_oc

Lh1-.xhe_nnepa:a:inn;_n;hex_than_nlillua;_nt.xzﬂns__fnz
aarkata®

Section 3« Section T2-16-3324 MCAs is amended to read:

®T2-16~332. Property actguired from decadent defined.
Property Is considared to have been acquired from the
decedent if the property: ‘ )

(L) _;5 5o considered under section 1014(b) of the
Internal Revenue Codé: ) "-

{2y is acquired by‘ any person from the estate‘ L]
sattsfoction--of--choa--right-—of--~such-person-to-a-pecuniary
requese; or V

{3) is acquired by any person fromn a trust +n
settsfactian-—of-an-rightr-whith-such-persen-nas—by-reason—of
the-death-of-the-decedenty~—to--recaive—Ffrom——the-—truse--n

apecific-dotiar-amounte-that-is—the-equivetent-af-a-pecaniary

—1'.;—
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request $£g_ the _gxtent _the praoperty §s includable ip the
grass._sstate of _the decedent.™

Section 4. Sectlon 72-16-333, MCAy is amended to read:

="72-16-333, Alternate valuation of certain farm or
business real property =-- limitations. (1) If the decedent
was at the tiwme of his death a reéident of this state and
the personal representative elects ta have TZ-1l6-331 through
72-156-342 apd._[sections. 11 thraugh 23] apply and files an
agreesent with the departments the value of qualified real
property for the purposes of the tax imposed by this part is
its value for the use under which it qualifies under
Tz-16~331¢213416) as qualified real propertys

{2) The aggregate decrease in tne value of qualified
real property taken into account for the purposes of the

Montana inheritance tax that results from the application of

. {1) of this section may not exceed $500,000 in_tha gase af a

decedeat dying prior_to_Jdanuary ls 1383s and may nat__grceed
31504000_for_decedents_dying thersafter.=

Section 5. Section 72-15-33%4y MCAe is amended to read:

7TZ2-16-334« Election of alternate valuations An
election for valuation under T2-16-331 through 72-16-~342 apg
[sasctions LI toreugh 23] must be made within 13 months of
the date of +the decedent®s death and must be made in such
mannzr as the deparément may prescribes Ihe__glecticar.. _oace

mades is_lrrevocablies™

-14-
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Sectfon 6. Section 72-16-335¢ HCAs §is amended to read:
"72-+-16-335. Valuation of farmse. (1} Except as provided
in 2% L3} of this sections the value of a farm for Farming

purposes is determined by dividing the excess of the average

annuyal gross cash rental for comparable land--usea for

farming purposes and located in the locality of the farm
over the average annual state and local real estate taxes
for comparable land by the average annual affective interest
rate for all new federal tand bank loanse Far purposes of
the praceding sentencey each average annual computation must
be made on the basis of the 5 #ost recent calendar vyears
ending befaore the date of the decedent's deathe

Lo I __there__la._no._coppacable. lacd_fros wxbish the
anoual _ayerage gross-cash _rcental max. be determined but there
is-cosparable.land from which the axerage.net. _shagte _rental

may._be_deiermineds when_subsection (1} is_appljed,. "axerage

anoual _pef_ share_rental? must be _substituted for _Yaverage
annual.gress.cash ceptaly

¢2343) The formula in (1) and (2] of this section may
not be used:

{a) if it is established that there is no comparable
land from which the average annual gross cash rental may be
deternined and_that.thece.is no.comparable laed .from _shich
the_avarage net.share reptal say.be. detecoioed; or

(b} if the personal representative elects to have the
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value of the farm for farming purposes determined wunder
Ti-16~-336,"

Saction T« Section ¥2-15%-337, MCAy is amended to read:

M72-16-337. Application to certain business interests
~- derartment rules. 41} Yhe department shall prescribe
regulstions setting forth the application of T2-16-331
throuah 72-16~342 apd_[sectieos.ll_through 23] in the -case
of an interest in a partnerships corporations or trust thate
with respect ta the decedents is an interest in a closely
held >usiness within the meaning of 72-16-453.

{2} .Eor_tbe.pucposes of _Ihe _grecading .saeptencgs__an
interast..in_a.discretiopacy truss.all the bepeficiaries of
which erg_qualified. heics. . myst__be _treated _3s__a__preseqt
ioteresta®™

Section 8. Section 72-16-338y MCAe is amended to read:

*72-16~338. Disposition or failure to use for
qualified use -~ additional taxe (1) There is hereby imposed
an additional inheritance tax if within ¥% 10 years after
the decedent"s death and before the death of the qualjified
heir:

{a) the qualified heir disposes of any interest in
qualified real property other than by a dispesition to a
member of his Family; or

()} the gualijfied heir ceases to use for the gualified

use the qualified real property which was acquived or passed
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from the decedent.

{2} The amount of additional tax imposed by ({1} of

this section with respect to any interest is the amount

equal to the lesser of:
(a) the adjusted tex difference attributable to such
intérest;.or ' -
{b} the excess of the amount realizgd with respect to
the i1£erest or in any case other than a sale or exchange at
arw’s lengthy the fair market value of the interest over the
value of the interest detesrminad under 72-16-333.

t3) For the purposes of (2) of this sections the

ad justed tax difference attributable to an interest is the

amount that bears the same ratio to the adjusted tax
difference with respect to the estate as determined under

(%) of this section as the excess ~of the value of such

interest for purposes of the Montana inheritance taxs

determined without regard to 72-16-331 through T2-16-342 and
Lsectigns. 1l tbrough 231s over the value of such interest
determined vnder T2-16~333 bears te a similar excess
deternined for all qualified real propertye.

(%) For the purpases of (3) of this sections "adjusted
tax difference with respect to the estate™ means the excess
of what would have been the tax liabiiity but for 72-16-333
over the tax liabilitye For the purposes of this subsectiony

®tax liability™ means the tax imposed by Title 72y chapter

-17~
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14,

_15) For the purposes of this sectiony if the qualified
Heirl disposes of a portion of the Interest acquired by or
passing to such heir or 3 predecessor qualifled heirs or
therar is a cessation of use of such a portions the value
deterai ned undar 72-16-333 taken into account wunder (2)(b)
of this section with respact to such portion shall te its
pro rata share of the value of the interest and the adjusted
tax difference attributable to the interest +taken into
account with respect to the transaction involving the second
er any succeeding portion shall be reduced by the amount of
the tax imposed by this section with respect to all prior
transactions involving portions of the Interest.

toy-—if-the-dote~of-the-dispesition-or—cessstion-oecurs

povg—thuﬂ-iEﬂ-manths-and—%ess-than-tﬂafmeﬂths-efeef-the—date

of-—the-death-of-the-decedentr-the-amount-of-the~tax-tmposesd
by-this—section-shatt-be-reducedy-but—not-beiton-zeroy-by——an
amoant--deternined--by-—-matt+ ~tying--the—-amsunt——of-the—+ax
deternrned-nithott-regard-co-thit-subsectiony—-by-a-—frection
Ta-—which--the--numerator-¢9-the-nunber-of-fetl-nonths-after
the~death-in-excess-ef-i12g-andt-the-daenaninotor—-+4-68e

€¥¥{&) In the case of an interest acquired from cor
passing from any decedents if (2) or (b) of subsection (1)
of this section applies to any portion of an interestsy (b)

or (a} of subsection (1) of this sectionsy as the case may

-18-
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bey does not apply with respect toe the same pertion of the
Intereste

€8¥£2) The additional tax impcsed by this section is
due on the day that is & months after the date of the
disposition or cessations

£99L8) The qualified heir is personally liable for the
additianal tax with respect to his interest unless the heir
has furnished bpond that meets the requirements of
T2-156~340."

Section 9. Section T2-16-339, MCAy is amended to read:

"72-156-339. when cessation of qualified use accursa
For the purposes of 72-16-338, real nroperty ceases to be
used for the qualified use if:

{1) the property ceases to be used for the qualified
use set forth in 72-16-331 under which the property
quatified under 72-16-331; or

(2} during any period of 3 years ending after the date
of the decedent®s death and before the date of the death of
the qualified heire there hag been periods aggregating mgre
thap 3 years or-mpore during whicht

{a} in the case of periods during which the property
was held by the decedenty there was no materiatl
participation by the decedent or any member of his family in
the gperation ¢f the farm or othezr husiness; and

(b} in the case of periods during which the preperty
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was haid by any qualified heiry there was nn material
participation by such qualified heir or any member of his
family in tha coperation of the farm or other businesse™

Section 10s Section 72-16-3%4ly MCAy, is amended to
raead:

*12-16~341s Involuntary conversion of qualified real
propertye (1) If there iis an Inavoluntary conversion of an
interest in qualified real property efnd-the-quatified—hedr
naker-an—-stection-oader—this-seettany no tax Is imposed by
T2-26-338 on the conversion if the cost of the qualified
replacement property equals or exceeds the amount realized
on the tonversions

(2) if (1) of tnis section does not applys the tax
imposed by T2-16-33Bs with respect to any Involuntary
conversiony is the ‘amount of tax thaty but for this

subsections would have been imposed on the conversion

‘reduced by an amcount that bears the same ratio te such tax

as the cost of the quatified replacement property bears to
the amount realized on the conversione

3) {a) For the purposes of 72-16-338, any qualified
replacement property shall be treated in the same manner as
if it were a portion of the interest in qualified real
property that was involuntarily converteds except that with
respect to such qualified replacement propertyty

t+ the *S-year JO-ygar perind under T2-16-338 shall
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be extended by any pericd, beyond the 2-year period referred

.to in section 1033(a){2)(B){i) of the Internal Revenue Codey

. durkng which the qualified heir was allowed to replace the

qualified real propertyt-end

. tiii-the--phaseout--perioa--under—Fi-ké-338t6}-shati-be

.eppropriotely-adjosted-to-take-into——secount——ehe--extension

referred-to-in-tarti-of-ehis-sobseccion.

{b} Any tax Iimposed by 72-16-338 on the involuntary
canversion shall be treated as a tax imposed on a partial
disposi tione The provisions of 72-16-339 shall be applied by

not .taking inte account periods after the involuntary

copversion and  before the acquisition of the qualified.

replacement property and by treating material participation
with respect to the converted property as  material
participation with respect to  the quatified replacement
propertya

{#) The rules of the last sentence of section
1G33(a)(2){B} of the Internal Revenue Code apply for the
purposes of 72~156-33142R3L1T3(a}{li)e

£5y-—An-etection-onder-thés—section-aay-be-made-at—-syeh
time-and-in-such-manner-as—preseriped-by-the—deparementy™

Section 1lls Section 72-16-342y MCAy Iis amended to
read:

"72-16-342. Time limitations an assessment of

additional taxs (1) If qualified real property is disposed
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of or ceases to be used for a gualified uses the statutary
perfod for the assessment of any additional tax under
72-16-338 attributable to disposition or cessation may not
expir2 until 3 years after the date the department is
notifiedy in a manner to be prescribed by the departments of
the disposition or cessation gars _ia__the _case _af _an
inyeluaotacy couversioo pc.exchonge in_ swhich  T2=je=341 _ar
Lsggiign. .32) .appliesa 3 yeacs_from the date the.departaent
is_notified oFf the replacesent. Qf-the.ceaverted praperty or
ef_3do ipteuiion o replace.-or-gxchange. the prapectys

{2) The additional ¢%ax mway be assessed before the

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

.sectians notwithstanding the provisions of any other law or

rule of law that would otherwise prevent such assessmente®

Section 12. Section 7T2-16-452, WMCAs is amended to
read:

"72-16-452. Deferred payment for transfer of cliosely
held business interests {1) If the value of an interest In a
closely held business that is toxable under Title T2
chaptar 16y part 3y as a transfer from a decedent who was at
the time of death a resident of this state exreeds &5% 313k
of the adjusted gross estatey the persocnal representative
may elzct to pay al} or part of the tax imposed by Title T2
chaptar L&y part 2, in 2 or more oput less than 11 equal

installimentss

=22~
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{2) The maximum amount of tax tfiat may be paid in
instaliments by each beneficiary Is an amount that bears the
same ratio to the tax imposed by Titlie 72y chapter 164 part
39 as the closely held obusiness amount passing to the
beneficiary bears to the clear market value of alV property
passing to the beneficiarys without reduction for the
federsl estate tax due or paide

{3) If an election Is made under (1} of this sectione
the Ffirst installment must be paid on or before a date
selected by the personal representative that is not more
than 5 years after the date prescribed by 72-16-441 for the
payment of tax without interest. If, however, a credit |is
claimed on the federal! estate tax return for state death
toxes on the estate under the provisions of section 2011{a)
of the Internal Revenue Coder as amendeds an amount of
inheritance tax due equal to the federal credit must be paid
within the period established in section 2011{c) of the
Internal Revanue Code, as amendedes Each succeeding
instali ment must be paid on or before the date that is 1
yrar after the date of the preceding installmente The
department may for reasonablte cause extend the time for
paymant of any installment under this sectiony including any
part of an additional tax prorated to any installmenty for a
reasonabhle period but not beyond the date that is 12 months

after the due date for the last installmente.

=23~
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{4) If an election is made under (1) of this sections
the tax due may not be further deferred under the provisions
of Té~16-43B.,~"

Section 13+ Section 72-16-456, HCA, is amended to
read:'

®r2~16-456. Interests in more than one closely held
businasse {1) Interests in two or more clése]y. held
businessess with respect to which there s taxable under
Title 72y chapter 16y part 34 as a transfer from the
decedant mare~than Z20% pr_more of the total value of each
busin?sses shall be treated as an interest 1in a single
closely held businesss

(2} For the purposes of the 20% requirsment of (1) of
this sectiony arn interest in a ciosely held business that
represents the surviving spouse®s interest in property held
by the deﬁedént and the surviving spouse as joint tenants Sr
tenants in common shall be treated as taxable under Title
72, chapter léy part 3, in determining the value of a
transfar from the decedent.”

Section l4e Section 7V2-16-463y MCAy is amended to
reads

"T2-16-463, Failure to pay instaliment -- acceleratioan
of payment. ¥ (1} Except.as prowided.in subseqtiogn (2)s any
instatiment gf _priacCipal or_interest under 72-16-451 through

T2-16~4565 is not paid on or before the date fixed for |jts

-24~



T N N

o

10
1
12

1%

14

15

16
17
18
13
20
21
22
23
24

25

LC 0625701

paymence  Including any extension of time for the payment of

the .installments the unpaid portion of the tax payable -in

instaliments .must be paid on notice and demand from the.

department.

42l.-1f a30y_lostallmeot of priocipal oy _igrerest _undeg
12=16=451. . through. . 72=-16-463 is. -boi paid oo o hefore_the
date determineq undec subsection (1) but_is _paid wiihin &
saotbs.-f .tbe. doles the.provisigos of subsection.ill_do_ ool
auply with__respect. . to-_such. . paymenks _the _pravisions of
I2=14-561 pay ook .apply_with.respact to_ibe. datecdinatico of
ipterest. -on_such gayments and ibere_lis_isposed a_penalty io

- an-amgunt._sgual. to_the product. of 5% of the_amouok. _of _ such
- payments _multiolied by the  oumbac gf monihs or fractians

thereof after such date acd befors oayment is_gade.”

.Section 15. Section J2-16-46&4¢ MCAy is amended to
raad?

rT2-16-464s Accelieration of payment —-- other groundse
{1) The extension of time for payment of <tax provided in
72-16-%52 shall cease to apply and any unpaid portion of the
tax payable must be paid upon notice and demand of the
departaent (f+

tay~-one-third-or-nere~-rn—vadve apny _poriion of an
interest in a closely held business that qualifies under
72~15-452 is distributedy solds exchangedsy or otherwise

disposed of¢ or
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tby--sggregate--—withdraweds--ef jif money and other
property attributable o _such an.interest._ is_withdrawn From
the trade or businessvy-emn-interest-in-which-quodifies—ondar
F2~to-4S52y-made-with-respect-~to-—steh--interesty——equat--or
exceed-~one—third-of-the-votune-of-sneh-trade-sr-business and
the_aggregate. of such distributionss _saless. _exchangess . gar
ather__dispositlons_and withdcawals.equals_or exceeds. 503 of
the_xalue of such joterest.

{2) in the case of a distribution in redemption of
stock to which section 303 ¢f the Internal Revenue Code or
so much of section 304 of the 1Internal Revenue Code as
relates to section 302 applies:

(2) .subsaction (1)¢ar of this section does not apply
with respect to the stock redeemed and, for the purposes of
subsection {i1)}{a¥s the interest in the closely held business
shall be considered to be such interest reduced by the value
of the stock redeemed; and

{b) subsection (1)¢tby of this section does not apply
with respect to withdrawalis of money and other property
distributed ands for the purposes of subsection {l)th¥s the
value of the trade or business shall be considered to be
such value reduced by the amount of money and other property
distrinutede

(3} Subsection (1)tay of this section does not apply

to an axchange of stock pursuant £o a pltan of reorganization
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descrioed in {D}s {(E)e or {(F) of section 368{a){l) of the
internal Revenue Code or to an exchange to which section 355
of the Internal Revenug Code or so much of section 356 of
the Iaternal Revenue Code applies to section 353y but any
stock received in such an exchange shall be treated for
purposes of subsection (l)¥e} as an interest qualifying
under 72-16-452.

{4) Subsection (l)tm¥ of this section does neot apply
to a transfer of property of the decedent to a person

2ntitied by reason of the decedent's death to receive such

property under the decedent®s wills intestate successiony or -

a trust created by the decedenti_por_ _does _it__apply _to _a
series__of subsequent iransfers of.tbe_property by reasgo of
aga:h_nf-:hﬁ_szan&tsnnx;_in.iann_as_each-:zansfsz__ls__:n..a
wember_0f the family within the.meacing of section Z&T(C)i#)
ef_the Ioternal Rewenue Code.*

Saction la. Saection 712-16-603, MCAy s amended to
read:

*T2-16-603. VYax —— how apportionede (1) bndess Exceat
as__provided_in subsection. (3} and unless the will otherwise

providesy the tax shall be apportioned among all persons

interested in the estate. The apportionment is to be made in’

the proportion that the value of the intecest of each person
interested in the estate bears to the total value of the

interaests of all persens Iinterested in the estate. The
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vatues used in determining the tax are to be used for that
purposeas.

(2) 3If the decedent®s will directs a method of
apportionment of tax different from the method described in
this parts the method described in the will controlse

13)__if the liabllitles of wersgns.. ipterested _in._the
gstore__as__described o  thia part differ from thase which
result_under tbe federsl estate _tax. laws .the lisbilities
imposed. by _the federal law_cootrel aod. the balance of this
gart.applies__as__if__the. resuliing. liabilities _had _besn

arescribed in this parts®
NEW _SECTIONe Section 17« Special rules for surviving

spousase {1) If property is qualified rea) property with
respect to a decedenty harainafter in this subsection
referred to ax the "first decedent®s and the property was
acquired from or passed from the first decedent to tLhe
surviving spouse of the first decedents for purposes of
applying this section angd [2-16-339 in the case of the
estate of such Surviving spouses active management of & farm

or othar busingss by the surviving spouse must be treated as

‘material participation by the surviving' spouse in the

operation of the farm or business.
(2y For the purposes of subsection {1)s the
datermnination of whether property is qualified real properfy

with respect to the first decedent must be made without

-28~
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regard to whether an election under 72-16-334% was made.
MoW_SECTION. Section 18. Decedents who are retired or
disableds {1} IF on the date of the decedent's deathe the
requirements of T2-16=331{16){c)(ii) with respect to the
decedsnt for any property are not met and the decedent
either was receiving old-age benefits under Title II of the

Social Security Actt for a continuous perlod ending on the

. date of death of was disabled for a continuous period ending

on the date of deaths then 72-16-331({16)(c) must be applied
with respect to such property by substituting “the date on
which the longer of the continuous periods described in
[section 18(1)] began® for ®“the date cf the decedent's
deatn” in T2-16-331(1&){c).

{2y Ffor pUr puses of T2-16~3239(2){a) if the

requirements of TZ-16-331¢15)(c)lii) are met with respect to

. any decedent by reason of subsection {l)r the period ending

on. the date on which the continuous period taken linto
account under _subsection {1} began must be treated as the
period immediately before the decedent's deathe.

MEH _SELTI(Ne Section 19« Active management by
eligible qualified heir treated as materia? participotion.
{1) For purposes of T2-~16-339y the active management of a
farm or other business by an eligible qualified heir or a

fiduciary of an eligible gqualified heir must be treated as a

material participation by the eligible qualified helr in the

-2 g
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operation of the farm or businesss

{2) In the case of an eligible qualified heirsy
subsection (1) applies only during periods during which the
heir continues to be an eligible qualified haira

SEM _SECTI(ONs Section 20. No tax if use begins within
two yearss. If the date on which the qualified heir begins to

use the gualified real propertys hereinafter referred to as

. the commencement dates is before the date 2 years after the

decedent®s death:

€11 no tax may be imposed under T2-16=33B by reasoﬁ of
the faiture py the qual}fied heir to so use such property
before the tcmmencement date; and

{21 the 1l0-year period under T72-16-338 BUStT be
extended by the period between the decedent's death and the
commencement dates

HEY _SECTION. Section 21. Special rule for disposition
of timbers. In the case of qualified woodland to which an
election wunder 7T2~16-334 appliess If the qualified heir
disposes of or severs any standing timber on the qualifiad
woodland:

{l1) the disposition or severance is treated as a
disposition of a portion of the interest of the qualified
heir in the pruperty; and

{Z) the additiona! tax imposed by 7T2-16-338 with

respect te the disposlition is an amount equal to the lesser

-35-
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of:

{a) the amount realized on the disposition ore in any
case ather than @ sale or exchange at arm®s lengthy the fair
market value of the pertion of the interest disposed or
severed; or

(b} the amount of additional tax determined under this
sections without regard to this subsection (2)(b)y if the
entirz interest of the qualified heir in the qualified
woodland had been disposed ofs less the sum of the amount of
the additional tax imposed with respect to all prior
transactions invelving the woodland to which subsection (2)
apopliede

(3) For purposes of subsection {2)s the disposition of
a right to sever is treated as the disposition of the
standing timbers The amount of additional tex imposed under
72+-16-338 in a case in which a gualified heir disposes of
his eatire interest in the gqualified woodtand must be
reducad by any amount determiﬁed under this section with
respact to such woondland.

MEM_SECTION. Section 22« Exchanges of qualifled real
property. (1) If an interest in qualified real property is
exchanged solely for an interest in qualified exchange
property in a transaction that qualifies under section 1031
of tne Internal Revenue Codes no tax may be imposed by

T72-146-338 by reason aof the exchange.
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j12) If an interest in qualified real property is
exchavged for an interest in qualified exchange property and
other property In a transaction that qualifies under section
1031 of the Internal Revenue {ndesy the amount of the tax
imposed by 72-16-338 by reason of the exchange must be the
amount of tax that would have been imposed on the exchange
under 72-16-338. without regard to this sectiony reduced by
an aaunt which bears the same ratio to such tax as the: fair
market value of the other property bears to the fair  market
value of the gualified real property exchangede Fair market
value nust be determined as of the time of the exchanges

{3) For purposes of 72-16-338:

{a) any interest fn qualifliea exchange property must
be treated in the same manner as if it wer2 a partion of the
interest in qualified real property that was exchanged;

(b) any tax imposed by 72-16-338 by reason of the
exchanje must be treated as a tax imposed on a partial
disposition; and

(c) 72-16-338 must be applied by treating material
participationlulth respect to the exchanged property -as
material participation with respect to the qualified
axchange propertyes

NEW _SECTION. Section 23. Treatment of repiacenant
property acquired in transactions under section 1031 or 1033

of the Internal Revenue Codes (i) Except as provided iIn

B ¥4



10
11

12
13
14
15
1k

T

18

19
20
Fa |

22

2%

F4]

LC 0625701

subsection (2} in the case of any qualified replacement
property, any period during which there was ownershipe»
qualified uses or material participation with respect to the

replaced property by the decedent o©or any weaber of his

family must be treated as 3 period during which there was

such ownerships usesy or material participation with respect.

to the qualified replacement propertye

(2) Subsection (1) does not apply to the extent that .

~the fair market value of the qualified raplacement propertys

as of the date of its acquisition, exceeds the fair market
value of the replaced propertys as of the date of its
dispositiona

{3} For purposes of this section:

{a} the term "qualified replacemant property® means
any real property:

(i) that is acquired in an exchange which qualiifies

under section 1031 of the Internal Revenue Codej

{ti) the acﬁuisltion of uﬁich results in the
nonrezognition of gain under section 1033 of the Internal
Revenae COdé; dr o _

(ili) that is usad for the same gualified use as the
replaced property uas being used before the exchange;

{b) the term “replaced property™ means:

{i) the property transferred in the exchapge that

qualifies under section 1031 of the Internal Revenue Code;

-3 -

w

L- - B -

10
11
12
13
14
15
16
17
18

19

20

z1
22
23

24

LC 0625701

or

tii) the property compul sorilty or involuntarily
canverted within the wmeaning of section 1033 of the Internal
Revenue Codees

Section 24+ Section 72-16-49ls MCAy is amended to
reads

A'?Z'?°‘491' Lien for additional tax attributable to
farm and closely held business propertye {1) In the case §f
any »interest "in qualified real property within the meaning
of 72-16-331¢3¥2%L1&)s an amount equal to the adjusted tax
difference attributable to such interest within the meaning
of T2-16-338(3) is a lien in favor of the state on the
property in which such interest axistse

t2) The 1lien imposed by this secticn shall arise at
the time an electian is filed under 72-156-333 and continues

with respect to any interest in the qualified real property

{(a) the liability for tax under 72-15-338 with respect

toe sisch interest has heen satisfiad or  has become

‘unenforceable by reason of Yapse of time; or

{5) wntil it is established to the satisfaction of the
department <that no further tax liability may arise under
72-16-338 with respect tc such intereste.

{3) Sections 72-16-477y 72-16-479; and T72-16-4B0 apply

with recpect tc a lien iwposed by 72-16-491."

-3 4=
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MEM_SELIJIONs Section 25. Codification instruction.
Sections 17 through 23 are intended tc be codified as an
integral part of Title 72¢ chapter 16y part 3y and the
provisions of Title 72+ chapter 1l&y part 3y apply to
sections 17 through 23.

MEM _SECTIOMe Section 26a Applicability date. This act’
applies to estates of persons dying after October "1y 1983.

=End-
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approved by Committee
on Judiciary

MBILLN-m

INTRODUCED BY @M@%

A BIL. FOR AN ACT ENTEITLED: "AN ACT YO REVISE MONTANA®S

PROBATE (ODE WITH RESPECT TO RENUNCIATION OF SUCCESSION; TO
REVISE THE ALTERNATE VALUATION FOR INHERITANCE AND ESTATE
TAXES; TO REVISE THE STATUTES RELATING TD DEFERRED PAYMENT
OF INHERITANCE AND ESTATE TAXESS AND TO REVISE THE
APPORTIONMENT OF ESTATE AND INHERITANCE TAXES; AMENOING
SECTIONS 72=-2-101y 72-~16-331 THROUGH T2Z-16-335, 72-16-337
THROUGH T2-16-339, 72-16-341y T2-16+342, T2-16-452y
T2-16-456y T12-16-463¢ T2-16~%4b%y T2-16-491y AND 7T2-156~603,

MCA3; AND PROVIDING AN APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Saction bs Section 7T2-2-101s MCAe is amended to read:
»72-2~101« Renunciation of successions {1) A person or

his parsonal representative or the representative of an

incapacitated or protected oerson who is an heiry deviseaes
person succeeding to a renounced interesty donags apaainteecs
granteqs_reripnicats..0r beneficiary under a testementary

Instrumenty-~op--appointse-—under--a--pover—-of--appointment

exeretsed-—-hy--n-—-testanentary--tnstrament Lrust _or _qkber

pgatestamentary_-instrument or undar.d.powsc.ef-apagintmeot
graccised by g testamentary or nontesiameptacy._insiruments
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surviviog. __Jjoiot_..owner or__surviviog _joiot _tenagts. . Qr
beoneficjiary or _owoer of _an _losurance..contcack or. _any
incidapt__gf _ownership_iberein may renounces in whole or in
parte the right of succession to any property or interest
thereiny Including & future interests by filing o written
renunciation under this sections The instrument shall:

(a} describe the property or interest renounced;

{b) be signed by the person renouncing; and

{¢c) declare the renunciation and the extent thereofe.

t23-—tay-An--instrument--rencancing--a-present—interest
shet¥-be~fiied-within--9-—montna-—afeer--the—~death—-of--the
decedent-or-the-donee—of—the-powers

thi--An--instranent-rencunctrg-a-futore-interest-nay—he
frted-not-tater-than-9-nentha-after--the--event-—determéning
that--the--teker--of-—the--property-—or--interest—ts-finatiy
ascertatned-oand—his—interest-is-indefeasibly-vesteds

tey-—Fhe-renuncietion-mort—be—filed-in-the-coure—of-the
eounty-fn-which-proceedings—-heave--been-—commenced--for~-~the
administration—of--the--estate--of--the--decesased--onner—or
decensed-donee-of-the--povwer--ory~~if--they--have--not--peen
commencedy-~in—-whith-they-contd-be-czommencedr-A-copy-af—the
renunciation-shati-be--dedrvered-—in--perssn——sr--patied-——by
regtstered-—or-certified-nati-to-any-personel-represencative
or~othep—frdociary—of-the-decadent-or-donee-of-the-poverv—&f

real-areparty-or-an—ingerest-therein- fs-pensuncady-a-capy-of

-2~ SECOND READING
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the-renunciation—may-—de-recorded-in-the-office-of-the-county
cter-of-the-county—in-which-the—reat-astate-+s-situateds

(2)._Ihe_couct may direct or peceit a frustee under .2
testapentary _or gpontgsiameptary. lostrument . Lo .reaouocgs
medifys_oamends of otberwise devlate from any restriction. . gn
Qc. _power. _gf _administrations _mapagement..or.allocatioo..of
henefit upon finding that such resiriction ga  the .exercise
of _the power may defeat_or lspaic_ the accomplisbmaot_gf Lthe
purpos2s Qf.tha trusts whether by the lmposition of faxs the
allacation. of heneficlal..lotecest _incoosistent_ .with _such
RUCLpOSESs..Of by _olher _reasols _Such. _authoclty.  shall be
axsrciseds after . heacing _and. _upon _notlce. fo_ _all_ _known
pecsons_teoeflcially interested. 10 such trusts in the sannar
directed hy the coucts

£2)__Ibe insicuseot of renunciatigo must be_received by
the _transferor_ . of _the_ionterests his legal raprasentatives
the persopal.represeotative of 2. . deceased. trensferors. _the
trustee _af__any trust. io whicb.the_intecest. being cenguaced
existsa_or_the holder of che legal tisle_to the praperty . to
mitich. the _interest.relatess To be_effective for_purposes.af
determining.lghecitance and _estate  taxese _the  iostrusent
must..be__received pot later than_ the.date which is 9 maoths
aftec she later of the date on which ihe_.traonsfet ccgatiog
the__lpterest__lo 2 person is.smade or the date on which ihe
persoo_attalns 18 years of agee  If the circumssiances _that

-3~
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gestablish _tpe__cight__of _a _person to renguoce ap interest
arise.as_a._result_ _gf _the .death of .aop..iodividugls..tbe
Instrugent. _must__alsoc_ be_ _filed in the court of the.counky
whers _proceedings. . _concerniog..the  decedents _estate. are
pending_oc_where they wouldd he gendiog if_commenceds If real
property  or _an ioterest.tbsrein_is ceooupceds a_gapy-of the
renupcistion may be. recorded in the offige of  the  CoudLy
clerk and recorder of.fhe.county io which the real estate_ is
situateds_ Mo gersgo ectitlsd to.a.coay of .the jostcument is
liable_for .any .proper..dlstribution._or_ _disgosition _made
mithout. .actual. _potice _of _ihe renuociaticns and no. person
saking-a-pcopgr distributign or disposition io reliance upon
the_repunciation. is_liable. for_ 2oy such_.diatributigo._gc
dispositica. _jo_.the absence of actual_pnotice that_ao action
bas__besn__lnstituted. canrestiog_ . ihe __waliditiy of_ _.ibe
reouociationas

£33{4) Unless the decedent——or--donee——of-~the-power
trapsferor of .the_.ipterest has otherwise provideds the
property or interest renounced devolves as though the person
rencuncing had predeceased the decedent ors if the
appointment was exercised by a testamentary instrumente as
though the person renouncing had predeceased the donce of
tha powere A future interest that takes effect in possession
or enjoyment after the termination of the estate or interest

renounced takes effect as though the person renouncing had
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predeceased the decedent or the donee of the powers A
renunciation relates back for all purposes to the date of
the death of the decedent or the donee of the powers

t4¥4(5) (a) The right to renounce property or an
intersst therein is barred by:

(i} an assignments Conveyances encumbrances pledgey or
transfer of property or int;rest, orf a contract therefor;

{ii) a written waiver of the right to renounce;

{iii) an acceptance of the property or interest or
benefit thereunder; or

{iv) a sale of the property or interest under jugicial
sale nade before the renunciation is effected.

{b) The right to renounce axists motwithstanding any
limitation on the interest of the person renouncing in the
naturz of a spendthrift provision or similar restriction.

{c) A renunciation or 2 written waiver of the right to
renource ks binding upon the person renouncing or person
waiving and 2ll persons claiming through or under his.

+5)¥45) This section does not abridge the right of a
person to waives release, disclalme or renounce property or
an interest therein under any other statute.

tot-—An—interest-—in--property-which-exists-on-duty-tvy
+¥9359-as-to-whichr-if--a--present——+interesty——the--timne——for
fHrrng-a-renanetation—under—the-tdnifora-Probate-Code-has-not

expiregy-—or—if-—s-—future--interesty-—the-interest-has-not
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becomr-indefensioly-vestad-ar~the-taker-finatty-ascertainedy
may-be- reneunced-within-9-months-after-dudy~iy-1975e
{1)_.dithin 30 days of receipt of a written instrument
of __capunciatica. by . the _tracsfecor. of _the_tfoterestis the
cepouncers. . Bis. . legal _ represeotatives _ _the ___perscnal
representative of the decedents the trustee of any trust io
whicb tbe_integest being.reogounced exfstss or the holder  of
the.-legal _title _to. the propectiy. to _which the ioterest
relatess a5 the caas-may_bes. . shall__attempt _to_.notlfy . in

writing _those _persans..whe are koodWo_or ascertainable with
reascoable _diligepce who are recipients __or __potential
recipients.of.therenpunced intecest of the cenunciation and
the_ _intersst or _potential interest  such..recipient will
receive as. a.result of the repunciatioas

{8)__Any interest in progperiy which exists oo _Jduly.  ls
1283: _may . pe__renounced after July ls 1283 as provided.lin
this _sectione An_interest that has ocisen gricr to. .July.  la
L983s_ _in.aoy_person.otber thon the person reoguocing.is.ngt
ﬂﬂiilﬂ1ﬂﬂ--QL._ﬂlﬂlnlﬁhﬁﬂ_-DI__ﬂﬂl__ﬁQllnn-_ﬂf__thﬂﬂ__nELSQB
renguocing taken_under_ this section.®

Section 2 Section 72-16-331y MCAy is amended to read:

#72-16-331. Definitions for alternate valuation
purposese As used In 72-16-331 through 72-16-342 and
[sections__17 _through 23], the following definitions apply:

L1 __®Ackive mapagemeni? _pedans.the_making of papagement

-fH-
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declsiops.of_a Rusinesss_other _than__.ihe _daily qperaxiog
decisionsa '

¢33421 ™MAdjusted value™ pmeans:

(a) in the case of a gross estates the gross value of
all transfers subject to the tax imposed by this party
determi ned without regard to 72-16-331 through 72-16-342 and
Lsections. 17 _through _23}s reduced by the amount of unpaid
mortgages and indebtedness;

{ey in the case of real or personal propertys the
value of the property for the purposes of this party
deterni ned without regard to 72-16-331 through 72-16-342 and
Lsactions_lZ.thraugh 23]y reduced by the amount of wunpaid
mortgages and indebtednesse

¢2343) "Agreement™ means a written agreement signed by
each person in being who has an interests whether or not he
is ia possessions In any property designated In such
agreement consenting to the application of T2-16-333 with
respect to such propertys

t3344%) TDepartment® means the department of revenue.

£3).."Risabledr.peans.ap-iadividual goe has 2 pental _or
pbysical_ . ilmpairmept .that _rendecs him uoable to.watecially
pacticipata.in_the.gperation_ of a facm og pther businessa

£8)-_2E1igible_gualified peir® means.a..qualified _belr
whosz

Cal._is.the surviviong spouse.gf the decedenti

- -

11
12
13
14
15
15
17
ta
19
20
2t
22
23
24

25

LC 0625701

L{h)-.bas_gor_aitaioed 21 yeacs.of ages

L) .is.disabled: . or

1a}__is_a_studenta

t4+[1) "Farm® means truck farmsy ranches, nurseriesy
rangesy greenhousesy orchardss woodlandss or structures used
primarily for raising agricultural or horticultural
comroditiese The term includes stockey dairy animals,
poultryr fur-bearing animalss and fruite

£53L8) “Farming purposes®™ means:

(a) cultivating the soil or raising or harvesting any
agricultural or horticultural coamoditye including the
raisings shearingy feedingy <caring fory trainingy and
managing of animals on a fara;

{b) handlingy, dryingy packings gradings or storing on
a farm any agricultural or horticultural <commodity iin its
unmanufactured states but only if the owners tenanty or
operator of the farm reqularly produces more than one-half
of the commodity so treated; or

(c) {i) plantingsy cultivatinge caring forys or cutting
trees; or

{ii} preparings other than millings trees for market.

549} "Internal Revenue CLode®™ means the Internal
Revenuz Code of 1954. A reference to a specific section of
that code is & raeference to that section as it may be

labelzd or amendede
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+3#1110}) "Inveoluntary conversion™ means a compulsory or
involuntary conversion within the meaning of section 1033 of
the Internal Ravenue Codes

£83(11) "Material participation™ is determined in a
manner similar to the wmanner wused for the purposes of
section 1402{a)(l) of the Internalt Revenue Code.

+97L12) 1a]l "HMember of the family" means, with respect
to any iIndividuals enty the individual’s;

fil ancestor ori

{ii) _spouse__and.._the __linsal __descendants...ef __the
iodixidualls _spousei

Ltill) lineal descendantyi

Lix)_ligeal descendaots of the individual’s parentsa

bl _Mesher of .the family alsc includes a_ spouse ofi

1i)__the individualls lipeal descendaotsi

{ii)_the lineal descendants.of_ibe_individualls_spouse:
aK

Ciii). tbe. . . tineal  descepdants_.of .the__iodividual’s
pacentsa

{c]l a-=-tineat--descendent—of--a—-grandparent--af--the
individualg-——the--spouse-of-the~individualy-ar-the-spouse-of
any-such-descendants For purposes of the-preceding--sentence
this.. _subsection__fl2le a legally adopted child of an
individual is treated as a child of the individual by blood.

{13)_"Hat_share_rental® _mpeags_the excess of:
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ia)__the value of the praduce recaeived by a lessor of
laod_oo-which such_preduce. is_growni

(bl _dixided _by tbe cash operatiog._expenses_of_ growing
such_produce whichs under the leasss age.paid.bx.the lessors

11%4)._%0ualificd _exchange properiy” _means .real . properiy
that__is..to .be _used for _the gualified use set farth ip
subsection £18)a

183 L15) "Qualified heir™ meanse with respect to any
propertys a member of the decedent®s family who acquired the
property or to whom the property passed from the decedent.
If a qualified heir disposes of any interest in qualified
rea! property to any member of his family, such membar shall
thereafter be treated as the qualified heir with respect to
such interests

21y Li8) "Qualified real property® means real property
tocated in this state that was acquired from or passed from
the decedent to a qualified hir of the decedent and that on
the date of the decedent®s death was being used for a
qualified wuse by ihe decedent or._a.member._of_tbe decadent's
familys but only ifz:

{a) S0X or more of the adjusted value of the gross
estate consists of the adjusted value of real or personal
property that:

{i) on the date of the decedent's death was being used

for a qualified use py tpe _daecedent _or _a. pember _of the

-10-
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decedgeatts_family; and

(if) was acquiraed from or passed from the decedent tc a
qualified heir of tha decedent;

(b) 25X or more of the adjusted valuve of the gross
estate comsists of the adjusted value of real property that
meets the requirements of (a){ii) and {c} of this
subsection; ‘

{c) during the 3-year periocd ending on the date of the
decedent®s death there have been periods aggregating 5 years
or more during which:

ti} the real property was owned by the decedent or a
member of the decedent®s family and used for a qualified use
by_tpe_decedent_or._a meaber of the decadentis_family; and

(ii) there was material participation by the decedent
or a sember of the decedent®s family In the operation of the
farm or other business; and

(d} the real property is designated in the agreement
referred to in subsection 2% {3} of this sectionsi_and

Lel._if__an__slection Is mado with cespect. to gualifisd
weedlands _trees growing on Such_waodlaod.zay.nat.bes treated
d5.2-CL0Ra

t223{1T) (2) "Qualified replacement property” means:

(i) in the case of an involuntary conversion as
described in section 1033{a)j{l) of the Iaternal Revenue

Codes any real property into which the real property is
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converted;

{ii) in the case of an involuntary conversion as
dascribed in section 1033(a){2) of the Internal Revenue
{odes any real property purchased by the qualified heir
during the period specified in section 1033(a){Z)td¥LA) of
the Internal Ravenue Code for the purpose of replacing the
qualified real property.

(b} "Qualified replacement property®™ only includes
proparty that is to be used for the qualified use set Fforth
in (a) or (b) of subsection ¢%3» [1A) of this section under
which the qualified real property gqualified under 72-16-333.

++3¥L1E) (a) "Qualified wuse* means devotion of the
property to any of the following:

(i) wuse as & farm for farming purposes; or

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

{db) In the case of real prope}ty that aeets the
requirements of subsection ¥ L18)¢c)y residential
buildings and related improvements on the real property
occupied on a regular basis by the owner or Tessee of the
real property or by persons employed by the owner or lessee
for the purpose of operating or maintaining the real
propertyy and roadse buildingses and oiher structur«ss and
improvements functionally related to the qualified use shall

be treatad as real property devoted to the qualified usee.

—-12~
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ti21.%Qualified wondland® peans oy readl_property that:

{a)__is used ip timber.pperationsi_aod

{b)..is-au-ideptifiable_area of lands such as _an_ acre
or__other areas for which ragerds are_pormally malntaloed.io
sonducticg-timber operationss

£20) _*Studeot®__maaps _an__individual _as__dafioed .. by
section 1514e1t41. of_ the Intercal. Beveoue Codeas

1211 flimber._aparalicas®.seansi

tal..khe-.plantings cultivatiogs.gacing-focs or cuttiog
af _Lreasi_oc

Lkl__the prepacakions pther tbao.millicgs of traes_ far
parkets®

Section 3. Section 72-16-332¢ MCAs is amended to vead:

®72-16-332+ Property acquired fron dacedent defined.
Property is considered to have been acquired from the
decedant if the property:

(1) is so considered under section 1014(b} of the
Internal Revenue Code;

{2) 1Is 2cquired by amy person from the estate +n
satisfaction——of-—the-~right~--af--such-persen-to-n-pecuntary
request; or

(3) is acquired by any person from a trust *n
satésfaetion—of-a-righty-which-such-person-has-by-renson-of
the-desth—of-the-deeedenty--to-~precetve——from—~the--trust--a

specifie-dotter-amount~that-+s-the-equivatent-af-a-pecuniery

-3
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request tg the _extent the _property is includable in the
groess.estate of the gecsdepg.”

Section 4+ Section T72-16=333, MCAy is amended to read:

n72-16-333. Alternate valuétion of certain farm or
business real property -- ltimitationa. (1) If the decedent
was at the time of his death a resident of this state and
the personal representative elects to have 72-16-331 through
T2-16-342 gpd__[sectlioos _ 171 .thraugb_23) apply and files an
agreement with the departmenty the value of qualified real
property for the purposes of the tax fmposed by this part is
its value for the wuse wunder which it qualifies under
T2-16~331¢223{16) as qualified real propertye

(2) The aggregate decrease Iin the value of qualified
real property taken into account for the purposes of the
Montana inheritance tax that results from the application of
(1) of this section may not exceed $500,000 jpo _the case af_ a
gecedept dylog orior to_Japuacy_ ls 1983. and @ay. ool _exceed
31502900 for decedepts dying tbsrsafier.”

Saction 5. Section T2-16-334y MCAy is amended Lo read:

"72-16-334. Election of alternate valuations AN
@lection for valuation under 72-16-331 through 72-16-342 and
{sectiops_ 17 _thequgh_ 23] must be made within 18 months of
the date of the decedent's death and must be made in such
manner as the department may prescribe. Ihe _glection:. . _gace

bades _is_irrevacables™
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Section 6+ Section 72-16—335y MCAy Is amended tc readt?

®72-16-335. Valuation of farmss (1} Except as provided
in t27‘131 of this sections the value of a farm for farming
purposes is determined by dividing the excess of the average
annual gross cash rental for comparable Jland used for
farming purposes and Tlocated Iin the locality of the farm
ovar the average annual state and local real estate taxes
for comparable land by the average annual effective Interest
rate for all new federal land bank loans. For purposes of
the preceding sentencay eath average annual computation must
be made on the basis of the 5 wmost recent calendar years
ending before the date of the decedent's deatha

L2 If _thece__ls__0o_ _compacable_ . land fros.which the
angual .axersge gross.cash.rental.mpay.be detsrmined.but.tbere
is_caspacable.laod from which.the avecage net. shace ceptal
may__be.detecmineds wheun subsection.fl) is applieds “average
apodal _noet_sbace reotal” must be _substituted for  “axerags
annual gross €ash reptal®s

+2343) Theb formula in (1) apd. L2} of this section may
not be used?

{a) If it is established that there is no comparable
land from which the average annual gross cash rental may be
deternined and that_ thecg. is pa.compagable_land froa . wbich
the_average net_share rental.say.be degermiosd: or

{b} if the personal reprasentative elects to have the

-] -
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value of the farm for farming purposes determined under
T2=16-336™

Section Te Section 72-16-337y MCAs is amended to read:

®72-16-337. Application to certain business interests
-- dexartment rutes. (1) The department shall prescribe
regulstions setting forth the appltication of 72-16-33]
through 72-16-342 apd_[sectlons 1Z through. 23] in the case
of an interest in a partnerships corporations or trust that,
with respect to the decedents Is an interest in a closely
held >2usiness within the weaning of T2-16-453.

{2} _Fer.tbe pucpesas of _the. grecsding._sentgoces...an
ioterest..in . a_discretignary trust all the hepeficlaries_of
mhich.age guallfied belcs..musk..be__tceated. . as-_a.-present
ioteresta™

Section B8s Section 72~16-338y MCAs is amended to read:

r72-16-338, Disposition or failure to use for
qualified use -- additional tax. (1) There is hercby imposed
an additional inheritance tax if within ¥ 10 years after
the decedent's death and before the death of the qualified
heir:

{a} the qualified heir disposes of any interest in
qualified real property other than by a disposition to a
member of his family; or

{b} the gqualified helr ceases to use for the qualified

use the qualified real property which was acquired or passed
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from the decedent.

{2) The amount of additional tax imposed by (1} of
this section with respect to any interest is the amount
equal to the lesser of:

ta) thae adjusted tax difference attributable to such
interzst; or

{b) the excess of the amount realized with respect to
the iaterest or in any case cther than a sale or exchange at
arm's lengthy the Fair market value of the interest over the
value 5f the interest determinad under 72-16-333.

{3) For the purposes of (2) of ¢this sections the
adjusted tax difference attributable to an interest is the
amount that bears the same ratio to the adjusted tax
difference with respect to the estate as determined under
(4} of this section as the excess of the value of such
interest for purposes of the Montana inheritance taxe
deternined without regard to T2-16-331 through 72-16-342 apd
Lsectiopns.ll_tbrough 23]y over the value of such interest
determined under 72-14-333 bears to a similar excess
deternined for all qualified real property.

{¢) For the purposes of {3) of this sectiony *"adjusted
tax difference with respect to the estate™ means the excess
of what would have been the tax liability but for 72-16-333
over the tax liabilitye For the purposes of this subsections

"tax liability™ means the tax imposad by Title 72+ chapter
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16.

{5) For the purposes of this sections if the qualified
helr disposes of a portion of the Interest acquired by or
Passing to such heir or a predecessor qualified heire or
there 1Is5 a cessation of use of such a portions the value
deternined undar 72-16-333 taken into account wunder (2}(b)
of this lsection with respect to such portion shall be its
pro rata share of the value of the interest and the adjusted
tax difference attributable to the interest taken into
account with respect to the transaction involving the second
or any succeeding portion shall be reduced by the amount of
the tax imposed by this section with respect to all prior
transactions involving portions of the interest.

t+6y~~3f~the-date-of-the-disposition-or—cessntion—octursa
more-than—i28-months—ond—tess—than—140-months-afrer—the-dote
of -~the-death-of-the-decedentv-the-amount-of-the—tax—+upoted
by-this—section-shali-be-redicady-but-not-betou-zeroy~by—an
amoune~—determnitned-—py--mattiptying-~the-~amount——of-the—tax
geternined-without-regard-to-this-subsectiony-by-a-~fraction
M——whieth-—the-—numerator-r3-the-number-of-futt-months-after
the-death—in—execesy—of-iid-and-the-denominntor—+3-68e

€¥F¥(&1 Tn the case of an interest acguired from or
passing from any decedents if (2) or (b) of subsection (1)
of this section applies to any partion of an interestsy (b)

or (a) of subsection (1) of this sectiony as the case may
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bey does not apply with respect to the same portion of the
interasta

¢63(1) The additional tax imposed by this section is
due on the day that Is & months after the date of the
disposition or cessatione

7 £9¥L8) The qualified heir is personalliy lliable for the
additional tax with respect to his interest unless the heir
has furnished bond that meets the requirements of
T2-16-340.%

Section 9« Section 72-16+339, MCAs is amended to read:

#72-16-339. when cessation of qualified use occurse.
For the purposes of T2~16-338, real property ceases to be
used for the qualified use if:

{1} the property ceases to be used for the quatified
use set forth in 72=16-331 undar which the property
qualified under 72-16~331; or

(2) during any period of 3 years ending after the date
of the decedent's death and before the date of the death of
the qualified heire there had been periods aggregating more
thap 3 years or—more during whichs

{(2) in the case of periods during which the property
was held by the decadents there was no material
participation by the decedent or any member of his family In
the operation of the farm or other businessi and

{(b} In the <case of periods during which the property

-19-
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was held by any qualified heiry there was no material
participation by such qualifled heir or any member of his
family in the oparation of the farm or other business.®

Section 10« Section T2-16-34%is MCA, is amepded to
read:

»72-16~34%1e Involuntary conversion of gualified real
propertys (1) If there is an fnvoluntary conversion of an
interest in qualified real property and-the-quattified—heir
nohey-an-etection-ander—-this—-seetiony no tax Is imposed by
72~-16~338 on the conversion iif the cost of the qualified
replacement property equals or exceads the amount realized
on tha conversione

{2y If (1) of this section does not applys the tax
imposed by 72-16-338¢ with respect to any involuntary
conversions is the amount of tax thaty but for this
subsectiony would have been imposed on the conversion
reduced by an awount that bears the same ratio to such tax
as the cost of the qualified replacement property bears to
the amount realized on the conversions

{3} (a) For the purposes of 72-16-338, any qualified
replacement property shall be treated in the same manner as
if it were a portion of the interest in qualified real
property that was involuntarily converteds except that with
respect to such qualified replacement property®s

t+y the S-year IQ=ygar period under 72-16-333 shall

-20-
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be extended by any period, beyond the 2-year period referred
to in section 1033(a)(2)(B)(i}) of the Internal Revenue Codey
durlng which the qualified heir was allowed to replace the
qualified real propertyr-and
ti+)-the~-phaseout-—period--under-72-326-338t6}-shati-be
approprintely-esdjusted-ta-take-into--aceount-—the-—entension
refepred-to-in-{ta)ti}-of-this-subsectton.

{b) Any tex imposed by T2-16-338 on the involuntary
conversion shall be treated as a tax imposed on a partial
dispositions The provisions of 72-16-339 shall be applied by
not taking Iinto account periods after the involuntary
conversion and before the acquisition of the qualified
replacement property and by treating material participation
with raspect to the converted properfy as material
participation with respect to the quzlified replacement
propertye

(4) The rules of the Dlast sentence of section
1033(a){2){B} of the Internal Revenue (ode apply for the
purposes of 72-16-331¢¥24(1I)(allil}e

t5y-—An~eieetion—undar-this-—section-may-boa-mpade-at-soch
time-and-+n-snch-marmmer-as-preferibed-by-—the-departmentv®

Section 1lle Section T2Z2-16-342y MCAy Iis amended to
read:

m72-16-342. Time limitations on assessment of

additional taxe. (1) If qualified real property is disposed

-21-
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of or ceases to be usad for a8 qualifiad uses the statutory
period for the assessment of any additional tax under
72-16-338 attributable to disposition or cessation may not
expirz until 3 years after the date the department is
notifieds in a manner to be prescribed by the departments of
the disposition or cessation Qora._jio__the_ _case. _of _ap
ipxolsntacy _conxersion or excbange _in_  which_  I2=163341_ .0
{sectign.__22]) applicss 3 years from the date the deparimeot
is_potified of the replac=ament_of the convertsd praoperty _or
of a0 _iotention to_replace or exchange the property-

t2) The additional tax may be assessed before the
expiration of the 3-year period referred to in (1) of this
sectisnes notwithstanding the provisions of any other 1aw or
rule of YTaw that would otherwise prevent such assessments"

Section 12 Section 72~16-452y NCA, is amended to
read:

"12-16=452. Deferred parment for transfer of closely
held business interest. (1) If the value of an interest in a
closely held business that is taxable under Title T2y
chaptar 16y part 3y as 3 transfer from a decedent who was at
the time of death a resident of this state axceeds &5% 3153
of the adjusted gross estatesy the personal representative
may elzct to pay all or part aof the tax imposed hy Title 72+
chapter 164 part 3y in 2 or more but less than 11 eqgual

instaliments.

-22-
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(2) The maximum amount of tax that may be paid in
instaliments by each beneficiary Is an amount that bears the
same ratio to the tax imposed by Title 72, chapter 14, part
3y as the closely held business amount passing to the
beneficlary bears to the clear market value of all property
passing to the benpeficiarye without reduction for the
federal estate tax due or paid.

{3) 1If an election is made under {1) of this section,
the first installment must be paid 'on or before a date
selected by the personal representative that s not more
than 5 years after the date prescribed by 72-16~441 for the
payment of tax without interest. Ify however, a credit |is
claimed on the federal estate tax return for state death

taxes on the estate under the provisions of section 20l11l{a)

of thz Internal Revenue Code, as amended, an amount of'

inheritance tax due equal to the federal credlt must be paid
within the period establi;hed in section 2011(c) of the
Internal Revenue Codey as amendedes Each succeeding
installment must be pald on or before the date that iIs 1
year after the date of the. preceding installment. The
department may for reasonable cause extend the time for
payment of any instaliment under this sections Including any
part of an additional tax prorated to any installments for a
reasgnable perfiod but not beyond the date that is 12 months

after the due date for the last installmente.
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{4} If an election is made under (1) of this sectiony
the tax due may not be further deferred under the provisions
of 72-16-433."

section 13. Section T2-16-4569 MCAy is amended to
read:

®72=-16-456e Interests in more than one closely held
businasse (1} 1Interests in two or more closely held
busineséesr with respect to which there is taxable under
Title 724 chapter 16y part 3y as a transfer from the
decedant mare-tihan 20X pr_sore of the total wvalue of each
businzssys shald bé treated as an interest in a3 single
cltosely held business.

(2) For the purposes of the 20X reguirement of (1) of
this sections an interest in a3 closely held business that
represents the surviving spouse's interest in property held
by tne decedent and the surviving spouse as joint tenants or
tenants in common shall be treated as taxable under Title
72y chapter 16y part 3¢ in determining the value of a
transfer from tha decedent.®

Section 14« Section 7T2-16~463s MNCAy is amended to
reads:

®72-16~463s Failure to pay installment -- acceleration
of payment. ¥ (L) _Except as.provided jo subsectiop (dlx any
instaliment of principal. or jaterest under 72-16-451 through

72-16-465 js not paid on or before the date fixed for its
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payments Including any extension of time for the payment of
the instaliments the unpaid portion of the tax payable in
instaltments wmust be paid on notice and demand from the
departments

L2h..1f any_lostallweot.of pringigal gr.latecest. .uader
I2z16-%35).  through _72-16=463 _is .00t paid oo or befare the
date_dstersined under_subsgclion (1) but is__paid.  within 6
mooths__of the _dates the provisloos.of subsectiaon (1} do_not
deply with __cespect to _such. _paymeots . the _oravisions .of
12-16-4%61l_may oot _apply witb. respect_to_the determination of
ioterest. _gd. such.paywepts_and there is iwmposed a pepalty in
an.aoount_.squal ko the product of .3X.of the asount of such
paymenia_.multiclied by the opusbec of mooihs or feactions

thereof_after such date and hefore gayaept is_padeas”™
Section 15 Section 72-16-464¢ MCAy is amended to

reads:

"72-16-464a Acceleration of payment -- other groundse
{1) The extension of time for payment of tax provided in
72-16~452 shall cease to apply and any unpaid portion af the
tax opayable must be paid upon notice and demand of the
department [fe

fay--one~-third-or-more—-+n--vatue apy_ . portion of an
interest in a close1j held business that qualifies under
12-15-452 is distributeds, so0lds exchangedy or otherwise

disposed oft or
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tbi~-nggregate——withdrowats--of LIf wmomay and other
property aktributable to such an interest is withdcawn from
the trade or businessv-on-interest-in-which-quatifies—under
F2-t6-4S52y—made-with-respect-—to-—asech~-interesty--equat--or
excoed--one-thipd-of-the-value—of-sueh-trade-or-business and
the_aggregate of such distributionss. . saless__exchangess or
erbher.  dispesitigos and withdrawals equals_or exceeds 50X of
the_yalue of _such _interest.

{2) In the case of a distribucion in redemption of
stock to which section 303 of the Internal Revenue Code or
so much of section 304 of the Internal Revenue Code as
relates to section 303 applies:

fa) subsection (l}fe} of this section does not apply
with respect to the stock redeemed andy, for the purposes of
subsection (1)fe¥s the interest in the closely held business
shall pe considered to be such interest reduced by the value
of tha stock redeemed; and

(b) subsection (1)¢tb¥ of this section does not apply
with respect to withdrawais of money and other property
distributed ands for the purposes of subsection (1)¢b¥s the
valtue of the trade or business shall be considered to be
such value reduced by the umount of money and other property
distrisuteds

{(3) Subsecticon (l)¢ta&y of this section does not apply

to an sxchange of stock pursuant to a plan of reorganization
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descrided in (D)y (E)e or {F) of sectijon 368(a)(l) of the
Internal Revenue Code or to an exchange to which section 355
of the Internal Revenue Code or so much of section 356 of
the Ianternal Revenue Code applies to section 353y but any
stock receivad in such an exchange shall be treated for
purposes of subsection (l)¢te} as an interest qualifying
under 72-16-452.

{4) Subsaction (l)¢+ay of this section does not apply
to a transfer of property of the decedent to a person
entitled by reason of the decedent®s death to receive such
property- under the decedent®s willy intestate successions or
a trust created by the cecedenti nor..does__it__apply _to a
secles__of _subsequent transfers_of_the property by reason gf
death of the transferors_ so_long as each iraosfer. is _to . g
me@ber_of the family witbin the meaging of section 267(c)(4)
ef the_laternal Rexeonue Lode."

Section 1léas Section T2-16-603, MCA» is amended to
read:

#T2-16-603. Tax -~ how apportioned. (1) Hntess fL£xcept
as..provided fa_subsecilon (3} and unless the will otherwise
providess the tax shall be apportioned among all persons
interested in the estate. The apportionment is to be made jn
the proportion that the value of the Intaerest of each person
interested in the estate :bears to the total value of the

interests of all persons .Jaterested in the estates The
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values wused in determining the tax are to be used for that
purposes

{2) If the decedent®s will directs a method of
apporticnment of tax different from the method described in
this party the method described in the witl controls,

£3)._If the liabilisles of pecsons. _ioterested _in__the
gstate__as__described _io  this part differ fras those shich
cesult_undsr the federal estate _tax _laws _the..liabilities
imgosed by _the_ federal law.cookrel_ and the balance of tbis
rack_applies. _as__if the resulting.. liabilities _bhad__been
prescribed io this _paris"

NEM _SECTIONs Section 17« Special rules for surviving
spous2se (1) If property is qualified real property with
respect to a decedents hereinaftar in this subsection
referred to as the "first decedent™y and the property was
acquired from or passed from the first decedent to the
surviving spouse of the first decedenty for purposes of
applying this section and 72-16-339 in the case of the
estate of such surviving spouse, active management of a farm
or other business by the surviving spouse must be treated as
material? participation by the surviving spouse in the
operation of the farm or businesse

{2} For the purposes of subsection {1)s the
determination of whether property is qualified real property

with respect to the first decedent m=must be gade without

~28=-
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regard to whethar an election under 72-16-334% was made.

MEM SECIIONa Section 18. BDecedents who are retired or
disableds (1) If on the date of the decedent's deaths the
requirements of T7Z2-16-331(16){c)(ii) with respect to the
deced2nt for any property are not wset and the decedent
either was recelving cld-age benafits under Title IT of the
Social Security Act for a continuous period ending aon the
date of death or was disabled for a continuous period ending
on the date of deaths then 72-16-331(16)(c) must be applied
with respect to such property by substituting "the date on
which the longer of the continuous periods described in
[section 18{1)] began™ for "the date of the decedent's
death” in T2-16-331(16){c)s

(2) For purposes of T12-16-339(2)(a)» if the
requirements of 72-16-331(156){c)(il} are met with respect to
any dacedent by reason of subsection {(1l)s the period ending
on the date on which the continuous period taken into
account wunder subsection (1} began must be treated as the
period Iimmediately before the decedent's death.

NEM _SECTI{N. Section 19« Active management by
eligitle quatified heilr treated as material participations
(1) For purposes of T2-16-339% the active management of a
farm or other business by an eligible qualified heir or a

fiduciary of an eligible qualified heir must be treated as a

material participation by the ellgible qualified heir in the
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operation of the farm or business.

(Z) In the case of an eligible qualified heliry
subsection (1) applies only during periods during which the
heir zontinues to be an eligible qualtified heir.

NEW_SECTION. Section 20e. No tax if use bagins within
two yearse If the date on which the qualified heir begins to
use the qualified real propertys hereinafter referred to as
the commencement datey is before the date 2 years af£er the
decedent's death:

{1} no tax may be imposed under 72-16-338 by reason of
the failure by the qualified heir to se use such property
before the commencement datei and

{2) the 10-year period under 72-16-338 must be
extended by the period between the decedent's death and the
commencement datee

NEW _SECTION. Section 21ls Special rule for disposition
of timbere In the case of qualified woodland te which an
election wunder 72-16-334 ap3tiess if the qualified heir
disposes of or severs any standing timber on the qualified
woodiand:

{1} the disposition or severance is treated as a
disposition of a portion of the interest of the qualified
heir in the property; and

(2) the additlonal tax imposed by‘ Tz~-16=338 with

respect to the disposition is an amount equal to the lesser
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af:

(a) the amount realized on the disposition ore in any
case o2ther than a sale or exchange at arm"s lengths the fair
market value of the portion of the interest disposed or
severed; or

(b) the amount of additional tax determined under this
sectinne without regard to this subsection (2)(b)s if the
entirz interest of the qualified heir in the qualified
woadland had been disposed ofy less the sua of the amount of
the additional tax imposed with respect to all prior
transactions invelving the woodland to which subsection (2)
apgplieds

{3) For purposes of subsection {2)¢ the disposition of
a right to sever is treated as the disposition of the
standing timbers The amount of additional tax imposed under
T2-16-338 In a case In which a quatified heir disposes of
his entire interest in the qualified woodland must be
reducad by any amount determined under this section with
respect to such woodland.

NEW SECTIQNs Section 22« €£xchanges of qualified real
propertye (1) If an Interest in qualified real property is
exchanged scolely for an Intérest in qualified exchange
property in a transaction that qualifies under section 1031
of the Interna) Revepue Codes no tax may be imposed by

72-16-328 by reason of the exchangea
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(2) If an interest in gqualified real property is
exchanged for an interest in qualified exchange property ;.1
other property in a transaction that gualifies under section
1031 of the Internal Revenue Codey the amount of the tax
imposed by Tz-16-338 by reason of the exchange must be the
amount of tax that would have been imposed on the exchange
under 72~16-338 without regard to this sections reduced by
an amunt which bears the same ratio to such tax as the fair
market value of the other property bears to the fair market
value of the qualified real property exchangeds Fair market
value nust be determined as of the time of the exchanges

{3) For purposes of 72~16-338:

{(a) any interest In qualified exchange property must
be treated in the same manner as if it werz a portion of the
interest Iin qualified real property that was exchanged;

{b) any tax imposed by 72-16-338 by reason of the
exchanje must be treated as a tax imposed on a partial
disposition; and

{c} T2-16-338 must be applied by treating material
participation with respect to the exchanged property as
material participation with respect to the qualified
exchange propertys

NEH.SECTIONs Section 23. Treatment of replacement
property acquired in transactions under section 1031 or 1033

of the Internal Revenue Codes (1) Except as provided In
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subsection {2) in the case of any qualified replacement
propertys any period during which there was ownershipes
qualified usey or material participation with respect ta the
replaced property by the decedent or any member of his
family must be treated as 2 period during which there was
such ownershipy usey or material participation with respect
to the quatified replacement propertys

(2) Subsection (1) does not apply to the extent that
tha fair market value of the qualified replacement propertys
as of the date of its acquisitions exceeds the fair market
vatue of the replaced propertys as of the date of its
dispositions

(3) For purposes of this section:

{a) the term "qualified replacement property™ means
any real property:

(i} that is acquired in an exchange which qualifies
under section 1031 of the Interna) Revenue {ade;

(ii} the acquisition of which results in the
nonrecognition of gain under section 1033 of the Internal
Revente Code; or

{ifi) that Is used for the same qualified use as the
reptaced property was being used before the exchange;

{b) the term “replaced property™ means:

{i} the property transferred in the exchange that

qualifies under section 1031 of the Internal Revenue Code;

-3 -

N -

i oW

¢ ® ~w &

10

12
13
14
15
16
17
18
19
20
21
22
23
24

25

LC 0625701

or

(it} the property compulsorily or involuntarily
converted within the meaning of section 1033 of the Internal
Revenue Codee

Section 24 Section T2-16-4914y MCAy is amended to
reads:

®72-16-491le Lien for additional tax attributable to
farm and closely held business propertye {1} In the case of
any interest 1in qualified real property within the meaning
of 72-16-3314233415)y an amount equal to the adjusted tax
di fferance attributable to such interast within the mpeaning
of T2-16-338(3) is a lien in faver of the state on the
property in which such interest existse

(2) The 1lien imposed by this section shall arise at
the time an election is filed under 72-16-333 and continues
Wwith respect to any Interest in the qualified real property
until:

(a) the Viability for tax under T72-16-338 with respect
to siach interest has been satisfied or has become
unenforceable by reason of Yapse aof time; or

(u) until it is established to the satisfaction of the
department that no further tax liability may arise under
72-16-338 with respect to such interests

[3) Sections T2-16-4TT, 72-16-4T9y and 72-16-480 apply

with respect to a lien imposed by T2-16—4%1."

-3 4=
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NEM. SECIION. Section 25. Codification instructions
Sections 17 through 23 are intended to be codified as an
integral part of Title 72+, chapter 16y part 3 and the
provisions of Title 72y chapter 16, part 3¢ apply to
sections 17 through 23.

VEW SECTIGNs Section 26. Applicability date. This act
applies to estates of persons dying after October 1y 1983,

-€nd-
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INTROOUCED BY 1@‘;«;«2@4_ 2L

A BIL. FOR AN ACT ENTITVLED: ™AN ACT TO REVISE MONTANA®S

PROBATE COOE WITH RESPECT TO RENUNCIATION OF SUCCESSION; TO
REVISE THE ALTERNATE YALUATION FOR INHERITANCE AND ESTATE
TAXES; TO REVISE THE STATUTES RELATING TO DEFERREC PAYMENT
DF INAERITANCE AND ESTATE TAXES: AND TO REVISE THE
APPORTIONMENT OF ESTATE AND INHERITANCE TAXES; AMENDING
SECTIONS T2-2-101+ 72=16-331 THROUGH T72-16-335, 72-16-337
THROUGH T2-16-339, T2-16-341y T2-16-3424 T2=16-452,
72-16~456y T2=16-463¢ T2--16-464y TZ2-16-4%1s AND 72-16-603,

MCA; AND PROVIDING AN APPLICABILITY DAFE.™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Saction ls Section 72=-2-101y MCAy is amended Lo read:
*72-2~-101. Renunciation of successione. {1} A person or

his psrsonal representative or the representative of an

incapacitated or protected person who is an helrs devisees
person succeeding to a3 renounced interesty fonass appointass

graontess _recinienks. .0 beneficiary under a testémentary

tnatrumenty——or-—appeintee--—under-~a--power--of--appotntment
axercised-—by~~-a-—testamentary-—instrdeent Lfrust _or _ather
nopLestassotary-_instrumept o under a power of appoinieent
gxgrcised. by 3. testamentary qr _nontestapentary _iostrusents

THIRD READING

Therg are no changes on HB 855 second
reading (yellow) or Introduced {white)
Please refer to either of these for



March 19, 1983

SENATE STANDING COMMITTEE REPORT
(Judiciary)

That House Bill No. 855 be amended as follows:

1. Page 6, line 16.
Strike: "July"
Insert: “October"

2. Page 14, line 17.
Strike: "January"
Insert: "October"

3. Page 24, line 23.
Following: (2),
Insert: ™"if"
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HOUSE BILL NO. 855
INTRODUCED BY RAMIREZs SPAETH

A BILL FOR AN ACT ENTITLED: “AN ACT TOD REVISE MONTANA'S
PROBATE CODE WITH RESPECTY TO RENUNCIATION OF SUCCESSION; TO
REVISE THE ALTERNATE VALUATION FOR INHERITANCE AND ESTATE
TAXES; TO REVISE THE STATUTES RELATING TO DEFERRED PAYMENT
OF INRERITANCE AND ESTATE TAXES; AND TO REVISE THE
APPGRTIONMENT OF ESTATE AND INHERITANCE TAXES; AMENDING
SECTIONS 72-2-301y T2-16-331 THROUGH 72-16-335y 72-16-33T
THROUGH 12-16-339, T2-16-341, T2-16~342, T2-16-%4524
T2-16-4569 T2~16-463y T2-16-46%y T2-16-491y AND T2-16-603,

MCA3 AND PROVIDING AN APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section le Section T2-2-101ls MCAs is amended to read:
®y2-2-101. Renunclation of succession. (1) A person or

his personal representative or the representative of an

incapacitated or protected person who is an heire devisees
person succeeding to a renounced interest, gdopees appointegs
grantecs _recipignts _or beneficiary under a testamentary
tnatrumenty--or--appetntee-~onder--a--power--of--appointment
axereraed-—hy——a-—testanentary-~instrument Ltrust _or _other
oontestameontary _lostrument__or_under.a. power of oppointmept

exercised by a_testamentary or_ _nontesiamentary _insiruments
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suryiving__.joint __ogwoer . or. suryixing _igint _fgpianka._. gr
bepeficlary. _or owner of an__jipsuyrance contract or _aoy
incicepnt__of owpership.therelp wmay renounces in whole or in
parte the right of succession to any property or interest
therei1y including a future interesty by filing a written
renunciation undar this sections The Instrument shall:

{a) describe the property or Interest renounced;

{b) be signed by the person renouncing; and

{c)} declare the renunciation and the extent therenf.

tgy-~tay-An-~tnstrunent-~rencuncing--a-present-interest
shatt-be-fited-within--9-—-monthas--nfter--the--death--of--the
decedent-~or-the-donee—of-the-powery

toy=-An--instroment-rensuneing-a~futare-interest-may-he
fited-not-toter~-than-9-months-after--the--event--determining
that--the--taker--of--the--preperty--or-—interest-is-finatty
ascertatned-and-his-ifnterest—t3-indefeasibiy-vesteds

tey-~Fhe-renanctation-must-be-fided~in-che~-conrt-of-the
county—tn-which-proceedings——have——heen-—commenced-—for-—the
aduintseration-——of-—the——estate—of-~the--decensed--awner-oe
deceased-donee-of-the—-power—+ory~-tf--they-—have--pot--heen
commencedy-—in-~which-they-conld-be-commencedev-A-conpy-of-the
rengnc tation-shait-pe--detivered-—-itn--person--or-—matted--by
regtstered--or-certified-mati-to-any-personat-representative
or~other-fidocrory-of-the—-detedent-or-donee-of-the-powers—if

rea¥-properiy—ar—an—interest-therein-is-rensuncedy-a-copy-of

-2- HB 855
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the-renanciatiean-may-be-recordad-+n-the-office-of-the-county
eleek-of-the~-county-rn-which-the-reat-ertate-is-aitwateds

L2)-.1be court. pay_dirsct or permit a_trustee uander _a
testamentacy. _or  nontestapentary..iostcument_ o, _renounces
modifys_asend. or otherwise dewiate frowm any restriction .o
or__power .0f.__adminlstratiots _wanagements_oer_3llgcation of
bepefit_upon_fioding_ that such.restriction.on _the exsrcise
of __the_powec may _defeat or. impaic the accowplishment of the
purposes_ef_the trustes whether by the impesition.of taxs the
allocation_of bepeficial. . interest _ioconsiskent with _such
fULpQsasse__0r by _other reasgos..Such _authority shall be
exgrclaeds afrer _beacing. _and, _upon .ootice fo. all. . knowo
persoos_beoeficially ioteregted io such trusts lo the manoer
dirpcted by the courts

L3} __Ihg instrumept_ of repunciatlon must.be. received by
tbe_.tcansferoc _of __the ipteresis his legal_ representatives
the_personal representative of a ..deceased. _transferocs the
trustee__of _aoy gtrust_io wbich.ghe. interesi being renounced
eKistss_or.tbe_holdec of the_ legal tirle to the property _to
nbich__the interest relates, To he effective for purposes of
determiping.inhecitance and _estate taxess _the  instrugeot
sust__be__received nof latec than_ the date which is 2 mootbs
aftec.the later of the datg.on whigh.the. tracsfer  creating

 the__iotersst _io._a_persoo js made or_ the datg.on which_ the

persgd_atlains-ld years of agea If the _ciccumstances  that

-3~ HB B5%
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establisb__the _gight _of _a_ _persep.to.reaounce an intecest
arise_as-a _result__of _tha__desath of _ao._indixiduala_ _the
ipsicupent _must__also__be . filed_ in the couct of fhe coualy
where. proceediogs..concecning. the _decedeot's _esiate . are
pendiag_or._whers they would.be peoadiag lf commsogada 1f ceal
property__or_an_inkerest_therein.ls renoyoceds a_copy of the
reounciation pay_be_recorded _jo.the gffice_ _of  _the _codnfy
cleck_and regorder.of gthe couniy jo which the real.estate is
sltuatgeda__No person entitled to a copy of the insirument is
liable_ for. . any__proper..diatribytion—_ok__disposition._mage
without_ _actual. _getice _of _the_ renuonciations and na_person
makloa_a_proper._disicibution or_dispositiao.io xgliance upop
the_ranuaciatien_is-tiable. for _aoy _such__distcibution _oc
dispesiticn _jo__the_absence of actual noptice that an_action
bas_.been._lnstituted. cgotesting  the _walidity _of _ the
cenunciaticns

£33{4) Unless the decedent-—or--donee—-of--the-power
tegnsferer_of _ibe__interest has otherwise provideds the
property or interest renounced develves as though the person
renounc ing had predeceased the decedent ore &f the
appointment was exercised by a testamentary Instrumenty as
though the person renouncing had predeceased the donee of
thae powers A future interest that takes effect In possession
or enjoyment after the termination of the estate or interést

rencounced takes effect as though the person renouncing had

-ty HB 855
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predeceased the decedent or the donee of the powere A
renunciation relates back for all purposes to the date of
the death of the decedent or the donee of the powere.

t*¥(3) {(2) The right to renounce property or an
interest therein is barred by:

{i) an asslqﬁmantv conveyancey encumbrances pledger or
transfer of property or interesty or a contract therefor;

(i¥) 3 written waiver of the right to renounce;

(ifi) an acceptance of the property or Interest or
peneflt thereunder; or

(iv) a sale of the property or interest under judicial
sale made before the renunclation is effected.

{p} The right to renounce exists notwithstanding any
limitation on the interest of the person renouncing in the
naturz of a spendthrift provision or similar restrictiona

{c) A renunciation or a written waiver of the right to
renounce is binding upon the person renouncing or person
waiving and all persons claiming through or under hime

t94448) This section does not abridge the right of a
person to waives releasey disclaime or rencunce property or
an interest therein under any other statutea.

tey--An-—interest--in--preparty-whieh-exiate-oa-doty-iy
*935y-as-to-whichv-+f--a-—present--interesty--the--time--for
fiina-a-renanciation-under-the-4nifora-probnte-code—has—not

expiredy-~or—-itf--a--futture-—interesty——the-interese—has-not
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beecome-indefenstbiy-vested-or-the-toker-finatiy-ascertainedy
may-be-renounced-within~9-months-after-duty-tv~19¥5+

L1)__nishin 30 days_of receipt of a written _jostrument
of _reounciation..by..fhe_.transferor. of _the interests the
repouncers _ _his.__legal . reoresentatives. _the__  personal
cepresantative _of the decadents the trustee of_ aoy trust in
wbich_the_jiotecest_being.cengunced existss_or_the holder_ _of
tbe._legal__tltle__to _the__groperty to _which the_ interest
celatess_as the case may bee_ _shall. .atiempd._ho. ootify _io
wciting _those _parsons _who are kpown oc ascertainahle.with
ceasenable__diligence _who . are recipigots._.or-__potential
cecipients_of the repoupced_ipterest_of_ the. reounciakioo_and
the._ioterest _ocr_.potential . interest_._such recipient will
receive.as_a cesult_of the renunciationa

£81__Any_ interest_in property witich egists.oo..July.is
1983s_ _may _be__reoouoced _after duly QCTORER 1la 1283 as
grovided. io_this_sections_ Ao _interest thai _has_acisen._priec
to__July_ _ls 1983x..i0.-20y__persoo-_ether__than.the person
cenouocing_is not.destroyed.or diminished by aopy.._action . ef
the_parson_rencunciog takeo. under this seCticco.®

Saction 2. Section 72-16-331, MCAy is amended to read:

"72-16-331. Definitlions for alternate valuation
purposase. As used in T2-16-331 through 72-16-342 andg
{seckiens._17__through 231+ the following definitions apply:

{1)__"Active management™ medns. tbe_makiong-of gapagsment

=-6= HB A55
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decisions.of 3. businesss_ _otbec._tban__the _dgily _ogperating
decisionsa

3321 "Aadjusted value™ means:

{a) in the case of a gross estates the gross value of
all transfers subject to the tax Iimposed by +this ocarte
determined without regard to T72-16-331 through 72-16-342 apgd
Lsections__ 17 _through. 23]y reduced by the amount of unpaid
mortgages and indebtedness;

{b) in the case of real or personal propertyy the
value of the property for the purposes of this parte
detersined without regard to 72-16-331 through 72-16-342 and
{sections 12 _tbrough 23]+ reduced by the amount of wunpaid
mortgages and indebtednesse

£2¥L3) *"Aagreement™ means a written agreement signed by
each person in being who has an interesty whether or not he
is it possessions in any property designated in such
agreenant consenting to the application of 72-16-333 with
respect to such propertye.

€3¥L4) TDepartment®™ means the department of revenue.

L3)__Z2Risableg” means_ap individual who bas.a wmental or
ebysizal _impaireept..that _readers him unable to materially
participate_io_the_operation of a_farm_or.other businesse

La)__=Fligible qualified heic® means.a__gualified__heic
uhes

fal_.is.the_surviving spouse of the decedsnts

-T=- HB 855
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Lol._bas_pot attaiped 21 _years of_ages

Lel-_is.disableds_or

Ld)_ _is_p_stygentas

41} TForm®™ means truck farmss ranchess nurseries,
rangesy greenhousesy orchardsy woodlandsy 6r Structures used
primarily for raising agricultural or horticul tural
commnoditiess The term includes stocke dairy animalse
poultrys fur-hearing animalsy and fruits

t9¥L8) “Farming purposes® means:

(a) cultivating the soil or raising or harvesting any
agricultural or horticultural commoditys including the
raisingey shearinge feedingy caring fore trainingr and
managing of animals on a farmi

(b} handlings dryings packings gradings or storing on
a farm any agricultural or horticultural commodity in its
unmanudfactured statey but only if the owners tenants or
operator of the farm regularly produces more than one-half
of the commodity so treated; or

{¢) (1) plantings cultivatinge caring fors or cutting
treesi or

(ii) preparingy other than millings trees for marketas

£5¥(2) "Internal! Revenue Code®™ wmeans the Internal
Revenue Code of 1954« A reference to a specific section of
that code is a reference to that section as it may be

labelad or amended.

-8~ HB 855
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¢#34101 "Involuntary conversion® means 3 compulsory or
involuntary conversion within the meaning of se;tlon 1033 of
the Internal Revenue Codae

+83L1L) "Material participation® is determined in a
manner similar to the manner wused for the purposes of
section 1402(a)({l) of the Internal Revenue Code.

+9¥L12) 1a) "Member of the family® meansy with respect
to any Individuals on¥y the individual®si

{1} ancestor er;

lill.spouse__apd._.the___lineal __descendants __of __the
indixidualis.spouses

Lili} Vineal descendanty}

Lix)_llipeal descendants of the individual®s parentss

Lb)__.Memper.of the. family_also ingludes_a_spouse of:

{il__the individual®s lineal descendantsi

Lil)_the lineal descendants of the individual®s spousesi
ar

tidi)d_the _ lineal __descendants _of the _jndiwidual's
Lacentsas

¢l a--tineal--desecendant--of--a——-grandparent—-—of——the
tndividuaty--the--spouse-of-the-individusiy-or-tne-spouse-of
any-snech-deseendants For purposes of the-preeeding--sentence
this_..subsection__f£12)y a legally adopted child of an
individual is treated as a child of the individual by ®blecod.

Lid) “Net_ sharge_ceaLall meaons_the_excess.ofi

“g- HA 85%
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Ltal._the.xalug.ef the produce received hy a__lessor_ _of
land.oo.wbich sugch_produce i5 grouni

Lb)__diylded. by the cash_aperating expepses_af grawing
such_oroduce whiche uoder. tbe leases are.paid by the lessors

£1%)_%Qualified_excbange proverty” mseans_real..propecty
that _is__to _he__used _for_ _the..qualified use set forth in
subssitien . {18}a

t38¥L13) “Qualified heir" meansy with respect to any
propertys a member of the decedent's family who acquired the
property or to whom the property passed from the decedent.
If a gualified haeir disposes of any interest in gualified
real property to any member of his familys such member shall
thereafter be treated as the qualified heir with respect to
such interest. .

€2¥3{18) "Qualified real property® means real property
Yocated in this state that was acquired from or passed from
the decedent to a qualified heir of the decedent and that on
the date of the decedent's death was being used for a
qualified wse by Lhe decedent_or_a mewher.of.the decedent's
fapllys but only if:

(a) 50% or more of the adjusted value of the gross
estate consists of the adjusted value of real or personal
properiy that:

(i) on the date of the decedent's death was being used

for a quatified use py_the . decedeat _or..3__member_  of _the

-10- HB 855



10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

2% .

HB Q855702

decedantts_familys and

(ii) was acquired from or passed from the decedent to 2
qualified heir of the decedent;

(D) 25% or wmore of the adjusted value of the gross
estate consists of the adjusted value of real praperty that
meets the requirements of (a){ii) arnd (c) of this
subsection;

{c} during the 8—year period ending on the date of the
decedent®s death there have been periods aggregating 5 years
or more during whichs

(i) the real property was owned by the decedent or a
member of the decedent*s family and used for a quallified use
by_tbe_decedect or_a_membec of the decedent®s family; and

{ii) there was material participation by the decedent
or a member of the decadent®s family in the operation of the
farm or other business; and

(d} the real property is designated in the agreement
referred to in subsection 2% (3) of this sectionwi_and

(ed_.if__an__election is made_with-respeSt to.gualified
wogdlands _trees growing-on_such.woadland may oot be. treated
A5_A_LroRs

t+2¥4{11) (a) "Qualified replacement property® means:

(i) in the case of an Involuntary conversion as
described in sectidon 1033(aj(l) of the Internai Revenue

Codes any real property into which the real property is

~-11~ HB 859
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converted;

(ii) in the case of an involuntary conversien as
described in section 1033(a){2) of the Internal Revenue
Codes any real property purchased by the gqualified heir
during the period specified in section 1333(a)(2)¢B¥{A) of
the Internal Revenue Code for the purpose of replacing the
qualified real property.

{b) ™Quatified replacement property™ only includes
property that is to be used for the qualified use set forth
in (a) or (b) of subsection €3} {18] of this section under
which the gqualified real property qualified under 72-16-333.

¢¥33[1B) (a) “Qualified use" means devotion of the
praperty to any of the following:

{i) wuse as a farm for farming purposes; or

{ii) use in a trade or business other than the trade or
business of farminge .

(b)y 1In the case of real property that meets the
requirements of subsectian tityLlB)(C)s residenti al
buildings and related Improvements on the real property
occupied on a regular basis by the owner or 1lessee of the
real oaroperty or by persons employed by the owner or lessee
for the purpose of operating or wmaintaining the real
propertysy and rcadses buildingsy and other structures and
improvements functionally related to the qualified use shall

be treated as real property devoted to the qualified use.

-12- HB B55
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139}, "Qualified wocdland® means any_redl property thatl

fa}-_is_used in_tisber ogerationsi._acd

LRl.-is.ao_identifiable_area_of _lands_such_as__an__acce
or._atoer _areds for which records_are oocmslly maintaloed in
cooductiog. timbec _cperationss

{203 =5tudent®__@eans__ag.-individual._as..defioed. by
sgetiogn.13llel{4l. of the Intarnal _Revenue Lades

1211 rIimber cperations® mseansi

L{al__sbe_ _plapntings cultivatings caciog. fors or cuttiog
of _tressi_or

{b)__the preparations other tbao_milliogs. of trees. . for
macketa®

Section 3. Section T2-16-332, MCAe is amended to read:

®72-16+-332« Property acquired from decedent defined.
Property 1s considered to have been acquired from the
decedent If the property:

(i) is 50 considered under section 1014(b) of the
Internal Revenue Code;

{2) is acquired by any person from the estate +n
sattsfaceton--of--the--right--of--such-person-to-a-pecuniary
request; or

{3) is acquired by any person from a trust +n
satisfaction—~of-a-righty-which-sueh-person—-has-by-reason—of
the-death-of-the-decedonty-~to--receive-~from—-the--truse--»

specific-dallar-aneunt-thot-is-the—equivalent-of -a-peenntiary
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request to_ _the_ _extent . the _properiy. is includable in the
gress.eskate of the_decadeat.™

Saction 4. Section T2-16-3334 MCAy is amended to read:

"72-16~333., Alternate valuation of certain farm or
business real property -- limitatione (1} If the decedent
was at the time of his death a resident of this state and
the personal representative elects to have 72-16-331 through
72-16-342 apd.__(sections 17 through 23] apply and files an
agreement with the departments the value of qualtified real
property for the purposes of the tax imposed by this part is
its value for the use under which It qualifies under
72=-16-331¢:¥y[1l6) as qualified real property.

{2) The aggregate decrease in the value of qualified
real property taken inte account for the purposes of the
Montana inheritance tax that results from the application of
{l1) of this section may not exceed $500,000 jin_the case of A
gecedeat dying. prior. to doomacy QCIOBER 1. 1203 and may not
exceed 31902000 for_decedents dying thergafiere”

Section S5« Section 72-16-334y MCAy is amended to reads:

H72-16-334. Election of alternate valuation. An
election for valuation under 72-16-331 through 72-16-342 and
Laections. 11 __tbrough 23] must be m3ade within 1% months of
the date of the decedent's death and must be made in such
mannar a5 the departmen® may prescribe. Jhe eleciions_once

mades_is_irrevocables™

- HR R5%
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Section 6. Section 72-16-335¢ MCAy is amended to read:

w72-15-335, Vvaluation of farms. {1) Except as provided
in t2¢ [3) of this sections the value of a farm for faraing
purposes is determined by dividing the excess of the average
annual gross cash rental for <comparable 1land used for
farming purposes and located in the locality of the farm
over the average annual state and local real estate taxes
for comparable land by the average annual effective interest
rate for all new federal land bank loanse For purposes of
the preceding sentences each average annual computation must
be wmade on the basis of the 5 most recent calendar years
ending before the date of the decedent®s deathe

L2)._1f there is no_ _cosparable . lapnd _from _which. the
anpual_axerage_gress_cash.rental.may be_derecmined but _there
is_.gcomparable _lacd froe which.the axgsrage.pet share rental
may_be_deteroinads when subsection (1) is applieds “average
anoual__get..share. _rental® _sust_ be_substituted for Zayerage
annual. gress cash.rentalle

¢t24£3) The formula in (1) gpnd {2) of this section may
not be used:

t{a) if it is established that there is no comparable
land from which the average annual gross cash rental may be
determined apd._ibat there s oo _comparable_land. from wbich
the.average-oet.sbare_cental may be determined; or

¢b) if the personal representative elects to have the
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value of the farm for farming purposes determined under
T2-16-336."

Szction Te Section T72-16-33T, MCA, is amended to read:

®72-16-337« Application to certain business Interests
== department ruless (1} The department shall prescribe
regulations setting forth the application of 72-16-331
through T2-16-342 and.[sectioens_ 17 through.22] in the case
of an interest in a partnerships corporations or trust thate
with raspect to the decedenty is an interest in a closely
held business within the meaning of 72-16-453.

{2)._Eor__the__purposes. of _the preceding senteoces_an
ipter=st in a discretionacy frust_all_the bepeficiacies _qf
which_ _are..gqualified beirs_ must _be_ _treated as _a_preseat
interesta®

Saction 8. Section T2-16-338, MCAy Is amended to read:

"72-16-338. Disposition or failure to use for
qualified use —- additional tax. (1) There Is hereby imposed
an additional inheritance tax If within 25 10 years after
the decedent®s death and before the death of the qualified
heir:

{a) the qualified heir disposes of any Iinterest in
qualified real property other than by a disposition to a
member of his family; or

{b) the qualified helr ceases to use for the qualified

use the qualified real property which was acquired or passed
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from the decedente.

(2) The amount of additional tax imposed by (1) of
this section with respect to any Interest is the amount
egqual to the lesser of:

(3) the adjusted <tax difference attributable to such
inter2st; or

(b} the excess of the amount reallized with respect to
the interest or in any case other than a sale or exchange at
arm*s lengthy the fair market value of the interest over the
value of the interest determined under T2-16-333,

(3) For the purposes of (2) of this sections the
ad justed tax difference attributable to an interest is the
amount that bears the same ratio to the adjusted tax
difference with respect to the estate as determined wunder
{#) of this section as the excess of the value of such
interest for purposes of the Montana inheritance taxs
deternined without regerd to 72-16-331 through 72-16-347 and
[sections__lI__thraugh._.23]s over the value of such interest
determined under T2-16-333 bears tao a siwmilar excess
deterwmined for all qualified real property.

(«)}) For the purposes of (3) of this sectiony "adjusted
tax difference with respect to the estate” means the excess
of what would have been the tax liability but for 7T2-1&-333
over the tax ljabititye For the purposes of this subsectiony

“tax liability® means the tax imposed by Title 72,y chapter

-17- HR A5%5
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{5) For the purposes of this sectione if the quallified
heir disposes of a portion of the interest acquired by ar
passing to such heir or a predecessor qualified heire or
there is a cessation of use of such a portiones the value
deterni ned under 72-16-333 iaken into account under (2)(b)
of this section with respect to such portion shall be its
pro rata share of the value of the interest and the adjusted
tax difference attributable to the interest taken into
account with respect to the transaction involving the second
or any succeeding portion shall be reduced by the amount of
the tax imposed by this section with respect to all prior
transactions involving portions of the intereste

¢to5y-—ff-the~-date-~of-the-dispositinn-er-cessstion~ccecurs
wore—tihan~i2g-months-and-tess-than-180-mentha-after—the—date
of-the-death-of-the-decedenty—the~amount-of-the-tax-—imposed
py-—this-section-shalt-be-reducedy~-but-not-betow-reror-by-an
smaunt-determined-by--mattiptying--the--amount--of--the-—tox
determnined-~without-regard-to-this-subsectinny-by—a-froction
tn-whieh-the-numerator—+s—the-numper-of-—foti--months--after
the-denth-in-exeess—of-i28-and-she-denontnotor—+3s-6ov

¢#3L68) In the case of 3n interest acquired from or
passing from any decedents if (2) or {b) of subsection (1)
of this section applies to any portion of an interests (b)

or (a) of subsection (L) of this sections as the case may
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bey 3d2es not apply with respect to the same partion of the
interssts

t83LI) The additional tax imposed by this sectjon is
due on the day that Is & months after the date of the
disposition or cessation. ‘

t9+4{8) The qualified helr is personally liable for the
additional tax with respect to his interest unless the heir
has furnished bond that meets the requirements of
T72-16-340.%

Section 9. Section T2-16-3394 MCAs is amended to read:

®72-16-33%9«. When cessation of qualified use occurses
For the purposes of 72~16~33Bs real property ceases to be
used for the qualified use if:

{1) the property ceases to be used for the qualifled
use set forth in 72-16~331 wunder which the property
qualified under 72-16~331;5 or

{2) during any period of @ yearé ending after the date
of tﬁe decedent®s death and before the date of the death of
the Qqualified heirs there had been periods aggreqating gace
than 3 years or—meore during which:

{a) in the case of periods during whicn the property
was held by the decedents there was no material
participation by the decedent or any member of his family in
the overation of the farm or other business; and

{b} in the case of perivds during which the property
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was held by any qualified heirsy there was no material
participation by such qualified heir or any wmember of his
family in the operation of the farm or other business.”

Section 10« Section T2-16-341s MCAy is amended to
reads

"72-16-34l. Involuntary conversion of qualified real
propertys (1) If there is an inveluntary conversion of an
interest in qualified real property and-the-—quatified-—herr
makes--an--eteetiron-under—-ehis-sectteny nNo tax is imposed by
T2-16-338 on the convearsion if the <cost of the qgualilfied
replacement property equals or exceeds the amount realized
on the conversione

{2y If {1) of this section does not applys the tax
imposed by 7T2-16-338+ with respect to any involuntary
conversiony is the amount of tax thaty but for this
subsectiony would nave been imposed on the <Lonversion
reducad by an amount that bears the same ratio to such tax
as the cost of the qualified replacement property bears to
the amount realized on the conversions

{3) (@) For the purposes of 72-16-338By any qualifiad
replacement property shall be treatea in the same manner as
if it were a portion of the liInterest in qualified real
property that was involuntarily convertede except that with
respect to such qualified replacement propertyts

¢++ the tS5-yesr Jlzysgar period under T2-156-338 shall
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be extended by any periode beyond the 2-year period referred
to In section 1033(a){2)(B){(i} of the Internal Revenue Codes
during which the quatified heir was allowed to replace the
qualified real propertyt-and
titf-the-phasecut-peried-under-~Fad-t6=338{(64-~shati--be
approsriatety--asdjurted--to-~take—into-nccount—the—extenstan
referred-to-tn-todtty-of-this-2ubsecttion.

{b) Any tax imposed by T2-16-338 on the Involuntary
conversion shall be éreated as a tax lmgosed on a partial
dispositione The provisions of T2-16-339 shall be applied by
not taking into account periods after the involuntary
conversion and before the acquisition of the qualified
replacament property and by treating material parti;ipation
with respect to the converted property as material
participation with respect to the qualified replacement
propertys

{(4) The rules aof the last sentence of section
1033(a)(2){B) of the Interna) Revenue Code apply for the
purposes of T2-16-331¢+24[1TI2(a)(ii)~

t5y-~An-etection-ander-this-section-pay-be-made-at-sueh
téme-and-¥n-avech-manner-as-prescribed-by-the-departments”

Section 1l Section T2-16-3%42y M{Ay is amended to
read:

"72-16-342+ Time limitations on assessment of

additisnal taxe (1) If qualified real property Is disposed
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of or ceases to be used for a qualified uses the statutory
periol for the assessment of any additional tax under
72-16-338 attributable to disposition or cessation may not
explye until 3 vyears after the date the department is
notifiedy in 8 manner to be prescribed by the departments of
the disposition or cessation QCs__jig__the case qf_._.an
invpluntary cenyersign..or _exchange o wbich 72-16-341 or
[section 221 appliess.3.ysars.from the date _the depactseot
is__ootified of _the replacement _of _the converted.propertiy or
of an_ioteotion._fR.replace.oc. gxchange the properiy.

(2) The additional tax may be assessed before the
expiration of the 3-year period refarred to in (1) of this
sections notwithstanding the provisions of any other law or
rule of law that would otherwise prevent such assessment.®

Section 12. Section 7T2-16-4529y MCAy is amended to
reads:

n72-16-452. Deferrad payment for transfer of closely
held business interests (1) 1If the value of an interest in a
closely held business that is taxable under Title T2y
chaptaer 16y part 3y as a transfer from a decedent who was at
the time of death a resident of this state exceeds 65§ 33
of the adjusted gross estatey the personal representative
may etect to pay all or part of the tax impesed by Title T2«
chapter 1&y part 3, in 2 or more but less than 11 equal

instalimentsa.
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{2) The maximum amount of tax that may be paid in
instaliments by each beneficiary is an amount that bears the
same ratic to the tax imposed by Title 72, chapter 16, part
3+ as the closely held business amount passing to the
beneficiary bears to the clear market value of all property
passing to the benpefliciarys without reduction for the
federal estate tax due or paid.

{3) If an election is made under (1) of this sections
the first installment must be paid on or befeore a date
selectad by the personal representative that is not more
than 5 years after the date prescribed by T2-16-441 for +the
payment of tax wlthout intereste Ify howevery a credit is
claimed on the federal estate tax return for state death
taxes on the estate under the provisions of section 201l{a)
of the Internal Revenue Codey as amendeds an amount of
inheritance tax due equal to the federal credit must be paid
within the periogd estahlished in section 201 (c) of the
Internal Revenue Codes as amendeds Each succaeeding
installment wmust bhe paid on or before the date that is 1
year after the date of the preceding instaliment. The
department may for reasonable cause extend the time for
payment of any installment under this sections including any
part of an additional tax prorated to any installments for a
reasonable pericd but not beyond the date that is 12 months

after- the due dete for the last installment.
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(4) If an election is made under (1) of this sections
the tax gue may not be further deferred under the provisions
of T2-16-438."

Section 13s Section 7T2-16-456sy MCAy Is amended to
read:

"72-16-456. Interests in more than one closely held
businesss ([l} Interests in two or more closely held
businessese with respect toe which there is taxable under
Title 72y chapter 16y part 3¢ as a transfer from the
decedant mere-—thean 20% gr_more of the total value of each
pusin2ssy shall be treated as an interest in 3 single
closely held businesse

(2) For the purposes of the 20X reguirement of (1) of
this sectiony an interest in a clasely held business that
represznts the surviving spouse®s interest in property held
by the decedent and the surviving spouse as joint tenants or
tenants in common shall be treated as tawxable under Title
72y chapter 164 part 3y in determining the valug of a
transfer from the decedent.®

Section l4. Section T2-16-4463y MCAy, is amended te
reads:

#72-16-463. Failure to pay instaliment -~ acceleration
of payment. #f [(1)_Except as proxided. jn_subsection (2ie 1€
any instaliment of pripcipal__or _ioterest under T2-16-451

through 72-16-465 is not paid an or before the date fixed

24 HB 855
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for its payments including any extension of time for the
payment of the installmenty the unpaid portion of the tax
payabl= in installments must be paid on notice and demand
from the department.

L2)__1f_ _avy.installespt of principal _or. intersst under
12-15=%51_through 72-16-465_ij_not pald__oo..or _hefora_ _the
date__detecwined _uodec._subsgction {1) but_is_paid withig &
manths _of Lbe date:_ thbe provisicns of subsectlion (1) da not
apoly. with._respect 1o _such__paymente . Lhe__provisians of
I2:-16-%61l_may not_apply with_respect to_the determipatioo.of
loterest_go_such_payments. and thers is loposed_a_penalty _in
an__azouat__gqual to the product of 3X._of the_amgunt of such
paxmgots_multiplicd by the ouabec. . of__pootbi..gr._feactions
thecgof_after_such. date and pefore_paymeont is_mades®

Section 15« Section T2-16-464y MCAy s awmended to
read:

n72-16-46%« Acceleration of payment -- other groundse.
{L) The extension of time for payment of tax provided in
72-16-452 shall cease to apply and any unpaid portion of the
tax payable must be paid upon notice and demand of the
departaent ife

¢a)--one-third--or--more--+n-~vedue any_ _portion of an
interest in a closely held business that qualifies under
T2-16-4%2 is distributed, soldy exchangedy or otherwise

disposed off or
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fb)--sqgrcgute--wfthﬁruua*s-—of if aoney and other
property atiributable tq.such an ioterest Is withdrown from
the trade or businessy—aa—iateresi-in-which~quattfies——under
FE~Yo~4 52 y-—wade——with--respect——to-—asgch-interesty-equat-or
exceed-one~third-of-the-valve-of-sech-trade—-or-business and
the__aggregate. .of. such.distributionss saless_ exchangess-oc
ather.dispositions_aod withdrawals eguals_or sxceeds 20k _of
the yalug-gf.such_jntergst.

(2) In the case of a distribution in redemption of
stock to which section 303 of the Internal Revenue Code or
so mich of section 304 of the Internal Revenue Code as
relates to section 303 applies:

(a) subsection (l)tey of this section does not apply
with respect to the stock redeemed andy for the purposes of
subsection (l)¢e)s the Interest in the closely held business
shall be considered to be such interaest reduced by the value
of tha stock redeemed; and

{b) subsection {(1l)tb} of this section does not apply
with respect to withdrawals of money and other property
distri buted ande for the purposes of subsection [1}¢b¥y the
vatue of the trade or business shall be considered to be
such value reduced by the amount of money and other property
distributeds

(3} Subsection {1)¢=) of thls section does not apply

to an exchange of stock pursuant to a plan of reorganization

-26~ HB BS55
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described in (D)y (E)y or (F) of section 368(a)(l) of the
Internal Revenue Code or to an exchanqe to which saction 355
of the Internal Revenue Code or s5c much of section 356 of
the TInternal Revenue Code applies to section 355y but any
stock received in such an exchange shall be treated for
purposes of subsection (l)te} as an interest qualifying
under T2-16-452.

{4) Subsection {l)ta¥ of this section does not apply
to a transfer of property of the decedent to a person
entitled by reason of the decedent®s death to receive such
property under the decedent’s willy intestate successiony or
a trust created by the decedent; _par doas it apply fo a
serles_nt_suhsequﬁn:.ttansiets_nt_she_n:nnezlx.hx_isasnn__nf
death. _of _the_ fransfecore so_long as_each transfer is to a
mepber_of tha family withio.the weaning of secrjon 267(cifs)
ef _tbe_loternal Reveoue Lodee™

Section 16 Section 7T2-16-503y MCAy is amended to
read:

"72-16~-603, Tax =~ how apportioned. (1) Umiess Except
as_provided io subsection (31 and unless the will otherwise
providesy the tax shall be apportioned among all persons
interested In the estates The apportionment is to be made in
the proportion that the value of the interest of each person
interested in the estate bears to the total value of the

interests of all persons . interested in the estates The
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values used in determining the tax are to .« used far that
purpos2.

{2y 1If the decedent's will directs a method of
apportionment of tax different from the method described in
this parte the method described in the will controlse.

£21 _Lf_ _the _liabilitles__of persoos.interested in the
gatate_as.described in this part _differ _from _fthose _which
fasult__uoder. the _federal _estate tax_ laws the liabilitiss
impesed.by_the federal law copirol and. the_balaoce._ef _ihis
pact-_apelies _as_ . if. _tbe _resulting _Yisbilities_ bad heen
prascribed_in this_parts®

MEW_SEGIIONs Section 17. Special rules for surwviving
spous2sa (L1} If property is qualified real property with
respect to 2 decedent, bherelnafter {in this subsection
referred to as the ®"first decedent™, and the property was
acquired from or passed from the first decedent to the
surviving spouse of the first decedentsy for purposes of
applying this section and 72-16-33% in the case of the
estate of such surviving spouses active management of a Farm
or other business by the surviving spouse msust be treated as
material participation by the surviviang spouse in the
operation of the farm or business.

{(2) For the purposes of subsection (1)y the
determination of whether property is qualified real property

with respect to the first decedent must be made withnut
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regard to whethar an election under TZ-16-334 was made.

NEM _SECTIIONs Section 18« Oecedents who are retired or
disableds (1) 1If on the date of the decedent®s deaths the
requirements of 7T2-16-331{15)(c){(ii) with respect to the
decedent for any property are not met and the decedent
elither was receiving old-age benefits under Title II of the
Soclal Security Act for a continuous period ending on the
date nf death or was disabled for a continuous period ending
on the date of deaths then T72-16-331(16){(c) must be applied
with respect to such property by substituting "the date on
which the 1longer of the continuous periods described in
{saection 18(1})] began® for %"the date of the decedent's
death® In T2-16-331{1l6)(c).

{2) For purposas of Te=-16-339(2)(a)s i f the
requirements of T72-16-331{15)(c)(iéi) are met with respect to
any decedent by reason of subsection {1)+ the period ending
on the date on which the continuous period taken into
account under subsection (1) began must be treated as the
period immediately befoure the decedent®s death.

SEd_SECIION. Section 19« Active management by
eligible qualified heir treated 2as material participations
{1} For purposes of T2-16-339y the active management of a
farm or other business by an eligible qualified heir or a
flduciary of an eligible qualified heir must be treated as a

material participation by the eliqible qualified heir in the
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operation of the farm or businessa

{2y 1In the case of an eligible qualified heirs
subsection (1) applies only during periods during which the
heir continues to be an eligible qualified heire

HE!_SECIID&; Section 20 No tax if use begins within
two years. If the date on which the qualified heir begins teo
use the qualified real propertys hereinafter referred to as
the commencement datey is before the date 2 years after the
decedent's death:

(1) no tax may be imposed under 72-16-338 by reason of
the failure by the qualified heir to s5¢ use Ssuch property
before the commencement date; and

{2) the 10-year period wunder 72-16-338 must be
extended by the periocd between the decedent®s death and the
commencement date.

MEW._SECIIQN. Section 21« Special rule for disposition
of tinber. In the case of qualified woodland to which an
election under T2-16-334 appliess if the qualified heir
disposes of or severs any standing timber on the gualified
woodland:

{l) the disposition or severance s treated as a
disposition of a portion of the interest of the qualified
heir in the property; and

(2) the additional <tax imposed by 72-16-338 with

respect to the disposition is an amount equal to the lesser
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{a) the amount realized an the disposition ory in any
case other than a sale or exchange at arm®s length: the fair
markat value of the portion of the interest disposea or
seversdi or

(o) the amount of additional tax dJdetermined under this
sections without regard to this subsection ([2)(b)s if the
entire interest of the qualified heir in the qualified
woodland had been disposed ofy less the sum of the amount of
the additional tax imposed with respect to all prior
transactions involving the woodland to which subsection (2)
applieda

{3) For purposes of subsection (2)s the disposition of
a right to sever Is treated as the disposition of the
standing timbere The amount of additional tax imposed under
72-16-338 in a case in which a qualified heir disposes of
his entire interest in the qualifiad woodland must be
reducad by any amount determined wunder this section with
respect to such woodtande.

ML SECTION. Section 22. Exchanges of qualified real
propertye. (1) If an interest in qualified real oproperty is
exchanged seolely for an interest in qualified exchange
property in a transaction that qualifies under section 1031
of tha Internal Revenue Codey no tax may be imposed by

T2-16-338 by reason of the exchange.
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(2} 1f an interest in qualtified real property is
exchanged for an interest in gualified exchange property and
other property in a transaction that qualifies under section
1731 of the Internal Revenue Codes the amount of the tax
impos:3d by T2-16~338 by reason of the exchange must be the
amount of tax that would have been imposed on the exchange
under 72-16-338 without regard to this sections reduced by
an am>unt which bears the same ratio to such tax as the fair
market value of the other property bears to the fair market
value of the gualified real property exchanged. Fair market
value must be determined as of the time of the exchange.

(3) For purposes of T2-16-338:

(a) any interest in gualified exchange property must
be treated in the same manner as if it were a portion of the
interest in qualified real nroperty that was exchanged;

(b) any tax imposed by 7T2-16-338 by reason of the
exchange ®Bust be treated as a tax imposed on a partial
disposition; and

{c) 7T2-16-338 must be applied by treating material
participation with respect to the exchanged property as
material participation with respect to the gualified
exchange property.

NMEMW _SECTION. Section 23, Treatment of replacement
property acquired in transactions under section 1031 or 1033

of thz Internal Revenue Codes. {l) Except as provided in
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subseztion (2) in the case of any qualified replacement
propertys any period during which there was ownerships
qualified uses or material participation with respect to the
replaced property by the decedent or any member of his
family must be treated as a period during which there was
such ownerships uses or material particlpation with respect
to tha qualified replacement propertye.

(2} Subsection (1) does not apply to the extent +that
the fair market value of the gqualified replacement propertys
as of the date of its acquisitions exceeds the fair market
value of the replaced propertys as of the date of lIts
dispositione

{3) For purposes of this section:

(a) the term %qualified replacement property" means
any real property:

ti)y that Is acquired in an exchange which qualifies
under section 1031 of the Internal Revenue Code;

(ii) the acquisition aof which results in the
nonrecognition of gain under section 1933 of the Internat
Revanue {[ode; ar

(ifi) that is wused for the same qualified use as the
replaced property was being used before the exchange;

{b) the term “replaced property® means:

i) the property transferred in the exchange that

qualifies wunder section 1031 of the Internal Revenue Codes
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—

or

{ii) the property compulsorily or involuntarily
converted within the meaning of section 1033 of the Internal
Revenue Code.

Section 24« Section 7T2-16-491y MCAy is amended to
read:

"72-16-4%91« Lien for additional tax attrihutable ¢to
farm and closely held business propertys {1) In the case of
any interest in qualified real property within the meaning
of 72-16-331+4%¥3{l&)r an amount equal to the adjusted tax
difference attributable to such interest within the meaning
of 72-16-338(3) is a lien In favor of the state on the
property in which such interest existse.

(2) The lien imposed by this section shall arise at
the time an election is filed under T2-15-333 and continues
with respect to any interest in the gualified real praperty
untils

{a) the liability for tax under T2-16-338 with respect
to such interest has been satisfied or has become
unenforceable by reason of lapse of time; or

{b) wuntil it is established to the satisfaction of the
department that no further tax liability may arise under
72-16-338 with respect to such interast.

{3} Seactions 72-16—~477s 72-16-479y and T72-16-480 apply

with respect to a lien imposed by T2=16-491.%
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NEW _SECIIONs Section 25« Codification instructiones
Sections 1T through Z3 are intended to be codified as an
integqral part of Title 72y chapter 16s part 3s and the
provisions of Title 72, chapter 16y part 3, apply to
sections 17 through 23.

YEW_SECTION. Section 26« Applicability date. This act
applies to estates of persons dying after October 1y 1983,

-End-
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