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HOUSE BIT.!, NO. 855 

INTRODUCED BY R.I\MIREZ, SPAETH 

IN THE HOUSE 

Introduced and referred to 
Co~ittee on Judiciary. 

CornrJittee recommend bill do 
pass. Report adopted. 

Bill printed and placed on 
memberilo • desks. 

Second reading, do P*ss. 

Considered correctly 
engrossed. 

Third rending, passed. 
Transmitted to Senate. 

IN T!IE SENATE 

.Introduced and r\\lfE"~rr<!'td to 
Co~~itteo on Judiciary. 

Committee recomll\end bill be 
concurred in as amended. 
Report adopt.e.d. 

Second reading, concurred in. 

Third reading, concurred in. 
Ayes, 49r Noes, 0. 

IN TUF. HOUSE 

Returned to House with 
amendments. 

Second reading, amendments 
concurred in. 
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Third reading, amendments 
concurred in. 

Sent to enrolling. 

Reported correctly enrolled. 
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INTIIOOUCEO 

A !Ill> FDR AN ACT ENTITLED: "AN ACT fa REVISE MoNTANA'S 

PRD81lT~ CODE WITH RESPECT TO RENUIICIATION Of SUCCESSION; To 

REVISE THE ALT·EQNATE VALUATIO* FDR !NHERITANCE AND ESTATE 

TAXES; . TO' REVISE THE STATUTES RELATING TO DEFERRED' PAYMENT 

OF INri£RllANCE AND ESTATE TAXES; AND TO REVISE -THE 

APPORTIONMENT OF ESTATE AND INHERITANCE TAXES; AHENOIHG 

SECTIONS 72-2-U!lo 72-16-331 THROUGH ll-16-335, 72-16-337 

THROUGH 72-16-339, 7Z-16-31tlo 12-lb- :142 • 72-16-452, 

72-16-456, TZ-16-463 1 7Z-16-461to H.-1b··491o ANO 72-16·-603, 

HCA; ANfJ PROVIDING AN APPI.ICABILITY DATE.• 

liE IT· ENACTED BY THE LEGISLATURE Of' THE STATE OF MDIIIANA:· 

saction 1. Sect:ron lZ-"2-101, MCA• is amended to read: 

•72-2-101. Renunciation. of succession• {1) A person or 

, his p~r-soncal representative or the r.epresentative of· an 

incapacitated or protected oerson who is an heh·, devi'see, 

perso11 !'iucceed i ng to a renounced 1 nt.erest, .d~ap;:uU.nt.iUU. 

Qt.40t&lil.L-l.&'-i;lie.Jlt.s--QL benefic. i ary un·der a -te<S~eunenoeftry 

+n~~~~@ft~T--~r--t'tppe+~ee--uft~er--e--pewe~--~~--a~pe+ft~meftt 

ewere+~ed--by--ft--te'~~meft~ery--+ns~~~eft~ ~t--DL--~~ 

DD~ta~D~X--1D$t£Um&a~£-U~L-~PD~liL-Qf~~iutmADt 

liXCL~ised-Qx_a_testamentAL~L--GDDlll~liDtALX--i~LuaeQt£ 
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li.IIL:dlliDU-..JDillt..--Witlll.'--IU:--li.IILXilU.ug-_J,giiU,_J&ll~liL 

IHUlllfij;;liUX-llL-D~Ile.L-I!L-iHI--1Dli.IILAII"--J;IIIlt.l:ill::.:t-... tU: ...... Jitl11. 

ii:IJ:il:l!lDt--Df-ll~$blp_tll!U:llill ony renounce. In Whole or in 

part• the right of succession to any property or interest 

therein, Including a future Interest, by filing a written 

fehunciatlon under this section. The Instrument shall: 

(a) describe the property or interest renounced; 

(bJ be signed by the person renouncing; and 

(c) declare the renunciation and the extent thereof. 

tet--t~t-~"--~fts~~~MP-nt--•~e~Hc+n~-a-~r~~ent-+"~~~~ 

sh~t+-oe-~•~ed-wT~M+n--9--Mo~h~-after--tfte--dee~ft--e~--~fte 

deeEden~-o~-~he-denee-~f~he-~ewer~ 

tbt--~ft--rfts~~a.ent~~~e~~e-f~t~re-+ft~e¥es~-esy-&e 

+?~ed-fte~-+e~er-~~e"-9-•on~hs-e~er--tne--e•ent--~~erM+nTn~ 

~ha~--~he--~eks~--of--~e--~reperty--~--+ft~erest-+s-f+~a++y 

e~er~e+ned-e"d-h+$-+ft~er~s~-+~-+ft~efees+~+y-yes~ee. 

tet--•h•-renune+e~en-~as~-be-f+~ee-+n-~he-eeu~.-ef-the 

Cean~-+ft-M~+eh-proeeed+n~s-~a•e--been--eo.meneed--fer--~fte 

edm+n+s~re~+&ft--of--the--es~~e--o~--~~-~@eeesed--oMne~-er 

df!'eea-:te6~~ottee-ofo-~he--powe'f"-··ltFy--if--~t't~y--Ae•e-·-"~---&een 

ee~e"eed•--+n--wh~eft-they-eou+d-be-eem~need.-A-eo~y-e~-the 

re"ane+et-:.f.eft-she++-t!lle-··efe~+•e'l""ed--+A--f!ter~e"--"P--.. 1-~ed--by 

re9.f.~ee~ed--or-eer~+f+ed-ma+~-~e-efty-~e~~efte~-re~re•eftt~~+•e 

or-e~"er-~+due+e~y-o~-~he-deee~en~-e¥-~enee-ef-~he-~ewe~--~~ 

~ee+-ePe~e~~y-e~-e~-~ft~e¥e~~-~here+~-+~-r~~eanee~-~-ee~y-ef 

I N T R 0 D U C E D B I L L 
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~he-re~•~~+a~e"-•ey-be-reeer~ed-+n-the-e~++ee-of-the-eoan~y 

e~e~of-~-esnn~-+ft-wft+eh-the-rea+-en~a~e-+s-~+t~e~ed• 

LZ~--~~P~-.ax-d!Lact or pe~:mit_a_tLu~~-uaa&.t--a 

tei.til.lllliiDUl:X--l!L-!UlllU~:tiiJHata r J I QfotJ:llmiilQI._J;p-J:l:OPWK.b 

madif¥&-aa&Das_~ otherwi5e de~i21&-frg• an¥_restrictiog QQ 

~--'I.Old.t-_gf_-AAlll.i..lll..r.tJ:.allllll&--l!liiDallll!lllat.&--PL-.il~.iJHl_gf 

llllllefit..lla;~!UL.fiDIUa~LJw!;):J_aatti~D..ml....the 11xer~ 1 r.a 

Qf _ _tba_pgkeL-ma~-defeat or t.~aiL_tbe_accgmplisneent of the 

lllt.ullllii!S...IIL.~-tr uU 1 wbat.lli:l:-lu-tila..iaQPJi.i.t I ou ot .t.alU....tba 

allQS;lltiWl_.IILlli!llilf.U:..i.al-ill.t.f:J:..e.s.:t..._.i.o~:a~at-'litll..~ 

lllt.ulll:i.i!h-w;.__hX--o.tbW:-'i!~ll.&--Su!;)l author I 1:11 shgl I 1.u1 

~~~~~fildo afteC--b~.i.og__aad__uggg__aati"e tq all k~ 

llUliWJ.-lllii!JI.f.itiallX-l!!tCU14Llll!...i.~...U:Lllit...._ill-t.bA..UJIIUIC 

diLKtill!-bX-~-'.QUU& 

il.L.-ItlL~••ent of U.~!..iJla myst bg rgs;ei~ 

tbll_..tJ:JWRU.Ii.t--llL..tbll_iQ:I:.IU.&St-• hi s I llllill.-UP resent llt.iluto. 

:l:.blii-Pil~Dal-Li!PLfilliil.llta:I:.Lxll-2f-A-_I!fiiLa~ill! transferor, tbe 

:I:.£J.ili:I:.U gf illll'-tJ:.IIliJ;...i.Q_.bL!;)l_tbLlat~be j QQ regQIIQ9!d 

e~i~t.li&_Q£-:I:.Qe_ball!i!C-Dt..tbli-Lagal_t.i~g_tbfil_~gpart-x :!:.A 

ilbl~-.t.b.e-iD1Cn:st. rei atn5• To b.e_effgct j V8 for purpp$~ 

l~Ui!J:ailUQii-l.llbtlt I tanc;e aQI! ~:l:.a-.tBII.II.L....tbll-illUulll&at 

llllllit._.ba_~I!-J:Uilt I !lt.er tllilQ-t.lul-llilt.Liiftl.l.jj:J_l$ 9 wru- b:; 

ilft.u_t.bLLUU-2f the datLIID l!bkb' tbe -:I:.UWif~ueaUgg 

f.b.e: _ _tnteraat in a persoo js IJil4e gr- the- ¢ate .Q.L.tl.i.kb-t.b.e. 

~·-.a.Jdiai..P§ 18 ,JUI:..I'~o or age. --1Li.be'--UUJUR1;flDGf:S that 
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&r.tabliiD--t.bfil __ cioht __ at--~--niiCliAD-t~ou~aD-lati!J:elit. 

~i$11-~'-A--Cillil.llt.--.Df--t.bB-_I!aatb--af__an--lnl!i~l1__:!:.bfil 

lnli:I:.J:UBiiD1--BU$t __ a~P--bil __ flLes1-la-tbll~PUJ::I:.-nt-t.bL~WQ:I:.I! 

ltbi!J:;:_ -12Cw;efill!lagli_..J:Q.QJ:IIJ:Q.i.llll-~be~l!i!llt!li....illi.t.ilt.~ 

paAI!iag_uc_lllbiiJ:Lt.lli!l<-lWlUlLI.ui-PilnlliiUI-if.-~;.W!II!!iiJl~f-C.ilal 

QJ:.IIa;!Ut¥--P.t...illl-.i!lt.~-:l:.bU!till-ili-tl:OilWl~1-ll~llf...tl.ul 

ceaua~iat.laa..mu be rt~ca~-111-:l:.bL-IlfUJ:a __ gf--:l:.bL-J;DUD:I:.¥ 

.:lact_aaJ:I_r..e~l!u-PL:I:.bL~uatx..LD...bllb-t.bll-r.aaL.li~.U. 

liit.lllli!!l.a-lm..PiiJ:lillll-ilu.:l:.lt.LeiLto...a.-~;.gQX-Ilf_ttlil-1Plit.ul8iiP:Lll 

Uabl~ ..f!lL.-ilP¥- -!!J:IlAfiiJ: _ _g.i.Ucillut-l..llll_pe__l!llipPli.i.t..i..IID_IIW1e 

idtbnUL-~UuaL_a.otiJ:.II __ llf_~l!LUilW:UOLilliiD1->lalLllll-lliiUIID 

!Dlll!..i!lll...il-llJ:DPi!J:-IU.:t.tUJI.ut.i.IID~_gllUQlltlo!l-in rei Uoc~ 

tbLCllauDIMLit.iiiD-lli..li.illllJl_tp,t_ iiQI ills;.b-l!ili:I:.J:lbut.i..llll-ill: 

sll$A.Dlii.t1Pil--1P--tb~bli~-llf~l-!ln:I:.1GII-:I:.bal-~a~PD 

llali--lUUID--l.!.!lillt.llt.ill!~<:..a.!ltdlr.:t..i.IID-tbll-l\illiiUt.¥ Of tbe 

J:IIQIIQI;lUil.llll.& 

f3tLil Unless ~he d~~--or--d&nee--o~--the-pewer 

~cau£f~CQ'-O~- ~nt~test has o~herwlse provided• the 

pr-operty or inter.est renounced devolves as though-· the person 

renouncing had prede-c-:!ased the decedent or. it the 

appointment was exercised by a testamentary instrumant. as 

though the person renouncing had predeceased the donee of 

the power. A future interest that taktits effect in possess·ion 

or enjoyment after the te-rntlnatlon of the estate' or Interest 

renou~ced takes effect as though the person renounci~g had 
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predeceased the decedent or the donee of the power. A 

renunciation relates back for all purposes to the date of 

the dgath of the decedent or the donee of the power• 

t'rtLll (a) The rl ght to renounce property or an 

interest therein is barred by: 

(i J an assign•ent:• conveyance• encUmbtai1ce. pl.edge, or 

tra'nsfer of property or interest, or a contract- 'the·r-·efOr; 

(II) a written waiver of the r'fght to renounce; 

(iii) an acceptance of the property Or interest or 

benefit the~eunder; or 

(iY) a ~~le of the property or •nterest under judicial 

sale nade before the renunc~ation is effect~d~ 

(b) Tt1e right to rentmnce exists notwithstanding any 

limitation on the interest of the person renouncing in the 

natur~ of a spendthrift provision or siW~ilar r-eStr·ict'i-On. 

[c) A renu·nciation or a written.wai.Yer of the right to 

renou.1.ce Is binding upon the· Person· renoUncing or per-son 

,iaiving and all persons clai•lng throug_h or under hla. 

t5tLbl This section does not abridge the right of a 

person to ""aive. release, disclaiah or ren·ounc.v propei'"ty or 

an interest t•lerei n under any other statuteG 

tot--Aft--+ft~e~e~~--~--,~e~e~~y-wft•e~-~~?$~~-eft-~a•y-*? 

t~fS.,.-s~-t:o-wh+eh•-+f--e--·p1""~'1'eft~--.f.n-t!e~est:T--~he--t:+me~-f-vr 

f+++ng-e-1""en.ne+e++en-~nder-~~e-~ntfo~-,~ebe~e-6ede-hes-~et 

ew~+~edy--or--~~--a--fu~~¥e--+n~~e~~.--the-+nt:e1""e~~-he~-no~ 
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beee.e-+nde~ees+e+y-~~ed-e~-~he-~aker-~+ne++F-esee~a+ftedy 

eey-be-~fte•fteed-w~h+n-~.oft~hs-e~~e~-de+y-ty-~~~5• 

Lll--~ltbiD-~D-d~-At-LB~alQL_Qf~Li~iDstr•Mrent 

11f--U.DUW:.iali11D-Il¥-~L..l£i1DnUAL-IIf-J;IlL.ill.tALU.~ 

UlllliiO~£--bU--l..lulill--L!UU:.ItUD:t.lltill&&_.:..t.bit-_~ 

ca~entailxA--gf-~d~eaent• the trustee of any trust io 

llllis:.lL.tbL.iD.ULil:li:t...JitLLng..LIIQllLIDl:.llll..exi s:t.so IIC the bold~ 

J:.dlltJl~-iU-tbLl:.ll:OLtiQ_Ilh ShlllJ ll:t.tBIIpt; _t;Q ngt;! f¥_.in 

nU.iog_tllll!ie--lli!LliiiD:O.._.bll..ll.tLJsnawo pc ~U..iill.llil~~ 

~ll~nDlllllll:_-4illgegl:.ll:-_Mbll__ir.~t-C.~gLftot~---Ol:.--~I!X~DLilll 

Ur..i.pi!lD:t.~-u.f._.t.Cfl (!IDQ\IDl:.&d...in:t.n~-111-Uia-LI:JliiD!:! at i ll!l-i;lrul 

:t.be--ln:t.Br.~-DL-~DLL21--~B~t:--~Wkll- rpclgjeot bill 

La~aiKa-a~-ll-U~ult-Pf..lll&-Lil~t:ioaa 

Ul--AQ¥-lntaus:t. I Jl-llC.IIIIIlU¥-llll4Jl-&~b:t.:a- 110 ,luly .1.£ 

12al1-~llll¥--llll--LilDDUDl:.llA-af:t.llL-Jul¥-ls-l~l£..ll~-IILQXl4t4-io 

tlll~ll~t:liiDa-AD-lDtllLa~t-tll~-~-llJ:.i~LiiiL-:t.O__,iylJ __ l.£ 

12~l£--LD-~D¥-IIIl:J:.SQQ_gt;b!lL-tb3D..llllt-PilL~IID-~DIIW:.~~ 

·ga:Ot:LD¥1lU--PL--dimilllSblld--b¥--aD¥--Ul:.t:loD--111--tll~~ 

LlliiiiUDr..i.D~-t:iltllD-UndllJ:.-tbL6-~8~:t.LIIDa• 

Section z. Section 12-16-331~ ~CA. is amended to read: 

~TZ-16-331. Definitions for alternate val•Jat' I on 

purpo;G~. As used in 72-16-331 through lZ-16-342 aw;l 

LSilS:.t:ioD:>..-11--:t.bLD~-~lJ. the following definitions apply: 

lll--!Al:.tlX1t-Wll~ll~t:!_m~n~-tbR-mliKiDP-IIf-mllna~nt: 
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Ae~~QD~-gf_a_g"~jness. g~tDAD--~~--~Llx--a~A~ 

lllu;.l~llll~& 

f~tLZl *Adjusted value• aeans: 

{a) in the case of a gross estate• the gross value of 

all transfers subject to the tax imposed by t~is part, 

determined without regard to 72-16-331 through 72-16-3lt2 aaa 

U&J;.UgaL_lL._t.bLIIIIQII_-Zll• reduced by the ""'"u"t of unpaid 

murtgages and indebtedness; 

(b) In f:t4e cas13 of r~al or pGrsona1 property• the 

value of the p(~perty for the purposes af this part, 

deter~ined without regard to 72-16-331 through 72-1~-342 ana 
~~~~l-tb£QUg0-ZlJ• reduced by the a•uunt cf unpaid 

mortgages and indebtedness. 

t~!ll •Agreement• Means a written agree•ent signed by 

each person In being who has an interest,.whether or not he 

is in possession., In any property designate~ in such 

agn:!e,.e:nt C•JOSE'!nting to the- appl !-=:ation of 7Z-l6-333 with 

respect to such property. 

t3tLil HOepart~nt• •eans the depart•ent of revenue. 

LU_-!JlUAQhll" Mans ao_.LalliJr:J.liUa! Wbg QAL.a-IUIIlt.ill-W: 

P.b.aJ.t.aJ._l~cnnL-LbaL-J:eader$ hie unablg to matecjalJV 

llA£tkiiUIU....LII..:tlla IIPIIU.t.LIID-IIf...il farm or otbe£-lwUallu..& 

.lf>l--~illlll..ill.lill.l.fifU:I_bll.i.C_IIIUilLii __ Quaut.i.Jul-llal.J: 

ltllQ,;. 

lAl-.l.l »be ~•£x.LX!ag iPIIY•II gf_tbe dasadeot; 
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Lbl--ba5-GAt-ALLaiDBll-ll-X~a~llf-AQ~ 

L~l--i~-~~.l~abla4l-D£ 

Llll--i~~tullaata 

t~tLll •Farm• means trUck farms• ranchesr nurseries• 

ranqes 9 greenhouses, orchards, woodlandsw or structures used 

priMarily for raising agricultural or horticultural 

comft'lodities. The term includeS stock 9 dairy an·imals., 

poultryr fur-bearing animalsw and fruit• 

t~ttal ·F~rMing purposes• means: 

(a) cultivatlnq the soif or rai~ing or h~rvesting 

agr-lcJltural or ho~ticultu~~l commodity, inciudi~g 

raisingw shearfng, feeding. caring fo~r traininqw 

managing of ani~dlS on a far•; 

any 

the 

and 

(b) handling, drying, packing9 grading, or storin9 on 

a far~ any agricultural or horticultural commodity in its 

unmanufactured statet but only if the owner9 tenant, or 

operator of the tarm regularly produces more than one-half 

o~ th~ commodity so treated; or 

(c) (I) p1antlngw cultivatinqw ~arinq for, cr cutting 

trees; or 

(ii) preparing., other than milling. trees for Market. 

f&tL2l •Internal Revenue Codeft aeans the Internal 

Revenu~ Code of lQ~~. A reference to a specific section of 

that code Is a reference to that section as it eay be 

labelad or a~nded. 

-8-



1 

z 
1 

4 

5 

b 

1 

8 

'I 

10 

11 

l2 

l3 

14 

15 

lb 

11 

18 

1'1 

20 

21 

22 

23 

24 

2.5 

LC 01>25/01 

t~ttlQl •Involuntary converston• Means a compulsory or 

involuntary conversion within the meaning of section 1033 of 

the [n~ernal Ra~enue Code. 

t6tllll "Hat~rlal participation• Is determined In a 

.anner similar- to the ..anner used fo.r the purposes of 

section. 1402(a) (1) of the Internal Revenue Code. 

t'ltlUl LaJ. "Member· of the· fami.ly• •eans •. with respect 

to any individual• on+y the lndivldual•s~ 

Lll ancestor e~& 

!ill-~o~•--~od--th&---11~---~uaAots of ~ 

iodlxl~ual~-ioDU~e~ 

Li.i...i.l 1 I neal descendantyl, 

llll--l!lf:llbiiL-llf..l.lll!..full.¥-iJl:;g_l~wtu ~ sgguse Qf.1 

till-tbe-lloe~l-das~dAot&-Qi-tbe-iuaix~iJl~~~ 

DC 

till1-tbe---lioaal___4es,aod~ots of tbe lodivldual~ 

~cent sa 

L~l e--~tn~&~--deseeft~eft~--e~--e--~~"d~e~en~--ef--~h~ 

+"d+¥~d~e~.--~~--·~oa~e-ef-~he-~ftft+w+ds~y-&~-~"~~pe~~e-o~ 

eftY-~eh-d~~eendsn~• For purposes of ~~~-~reeed+nq--~en~enee 

~blS---~~~igu __ iUl• a legally adopted child of an 

individual is treated as a child nf the individual by blood. 

Lill-~Bat_~~Le-Lao~_means_tba-e&~S-Qf£ 
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U.L-UIL~liLILIIf-tbll.-PCIIdY'& re~all!ad-ll¥-il 1 engc gf 

.Llwl-Do-illbiJ;Il..liJ.Is;tJ_pcs:liiii"J.L>~CQlii!U 

illl--Ull!idall--ll¥.-tbLJ;llsb_oiiJIUt.i.llll-~US-Qf gcgwiog 

liJ.IJ;b-PCwl~b.Lc.b&..lllld&LillLlUU. are p;al d II 'II tM 1 II !!iSOLa 

!lil-!Quallfle~~~~rqgert¥!-.a~a~ pcopartv 

t.llilt.-_i:;.__to__be__ynd __ fDc__tbii-IUiaJ.iflad-~ULfou.ll.-io 

sull~e,tloD-L!Ala 

t+8t11~ ftQu~lified heir• means• with respect to any 

property, a me•ber of the decedcnt•s family who acq~ir•d the 

property or to whom the property passed from the d~ceOente 

If a q~a,ified heir disposes of any inter~st in qua1ified 

~~al ~roperty to any ~~mbor of his family• such member shall 

thereaftet· be treated as the qu,:tlified heir- with respect to 

such interest. 

trit!16l HQuallfled real property• means real property 

loc~ted 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 deced~t•s death was being used for a 

qualified use b~-~e~Dt-oc_a-mf:llbii~-Rf-tbC-dM"lleot•s 

t~•ll~• but only if: 

(~I 50% or ~ore of the adjusted value of the gross 

es~ate consi~ts of the adjusted value of real or personal 

property tha't.: 

(i) on the date of the decedent•s death Has being us~d 

for a qualified use bX-~De--da~DL--OC--~ pembar gf--tba 

-10-
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g&~~~-Liailx; and 

(if) was a~qu~red from or passed fro• the decedent to a 

qualified heir of the decedent; 

(b) 25~ or wtore of the adjusted val_ue of the gross 

esta't-9' cons i-st5. of the adjusted value of real property that 

meets the requireMents of (a)(iiJ and (c) of this 

sub sect ion; 

(c) during the a-year period ending on the date of ~he 

decedent•s death there hav& been per,ods aggregating 5 years 

or more during which: 

(i) the real prop2rty was owned by the decedent or a 

Me~ber of the decedent•s fa•ily and used tor a qualified use 

bX-ttlll-!llls;lulaDt.-W:..ii-R~llf:...tll&-l:I&!;.JUI~f.illliu; and 

(i4) there was material participation by the decedent 

or a ~ember of the decedent•s family In the operation of the 

farm or other business; eftd 

(d) the real property is designated in the agreeMent 

refarred to in subsection f1!t .L.U of this sect.ion•..a.......ilWI. 

!111--it__an __ al&s;tiAO-l~aad&~respect 10-QUilifL&a 

1Ullli2li!Dd&-1Uiti-ll!:lilli.a¥-11.1L.lil&ll-!HilldloiillliLaillWl.llt. lill t re;uw! 

j;t~.[QQ,a 

t~etLlZl fa) •Qualifi~d replace~At property• Reans: 

(i) in the case o~ an Involuntary conversion a~ 

described in section 103-J(a)(l) of the Int.ernal Revenue 

Code. •nv 'l"e'al ·proJJ'!frty into --which the ·real property is 
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c~nver tedi 

(ii) in the case of an involuntary conversion as 

described in section 1033(a)(2) of the Internal Revenue 

Code, _any real proper~y purchased by the qualified heir 

during the period specified In section 1033(a)(2)f8t.LU of 

the l:lternal Re.venue Code for the purpose of replacing the 

quali~ted real property. 

(b) nQualifi~d replace•ent prope~ty• only •~eludes 

property that es to be used for the qualified use set forth 

in (a) or {b) of subsectlor. t•~ ildl of this section under 

whic~ the qualified real property qualified unoer 72-16-333· 

tt~tllAl (aj •Qualified u~e~ ~eans devotion o~ the 

property to any of the follcwinq: 

(i) use as a far~ for far•ing purposes; or 

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

business of far~lng. 

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

requirements of subsfictlon tUtUAJ.(c), residential 

buildings and related i•proveNents on the real property 

occupied on a regular basis by tne owner or lessee of the 

r-eal property or by -persons ••ploycd by the owner or lessee 

for the purpose of operating or maintaining the real 

property, and roads., buildings, and other str-uctures and 

iaprovements f~nctionally related to the qualified use shall 

be traat~d as real property devoted to the qualified use. 

-12-
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LL2l-~QUAlif!~DDdliDd• weans.IQX real_~~~ 

Lal_u_u:;.ull-iD-ti.ll!ll&f-llllll.tUJ.iw:;.~ 

Lll.l--ilwlll-il1aotifi41!111-A.t.lli-Qf-lilllll£..:;.w;ll.._illl_;u;u. 

g~--Qt~&4& for wblcD-La~~-8£& normall¥ maiptain•d An 

~od~tiDII-timbllf-Q~~ 

U~tiQ!l-l.UllllL!tl-!l.f..1llii...IIU;SU:DJtl BII!N!DUII CQdb . 

Ll.ll-!!l:l.mlliiL-~~·IIillU 

Lill...,tbll-lllilollog .. ~l!Uiog._wu:log_fg£• or ~yu 1 o11 

IIL.tu:~lU.-!lC. 

illl-..t.llll....!lt.IUiiUt.l!ll11_11t.ll~iD-.uJ..I.D~!-UIIII:i.~ 

lllili:tl:t.o.. 

Sectio~ 3. Section lZ-16-33Z 9 KCA~ is amended to read: 

'~~72-16-33ZQI Property acquired fr·om dvcedent defined. 

Property Is consid~red to have been acquired fro• the 

deced2nt If the prnperty: 

(l) is so considered under section 1014(b) of the 

Internal Revenue Code; 

(Z) is acquired by any person fro• the estate ~ft 

~e~+7fee~+en--o~--~he--r+~h~--e~--s.eft-,er§e~-~e-e-~eea"+8~ 

reqtt-e~'t; or 

(3) is acquired by any person fro~ a trust tn 

se~+~fee~~e~--~•-ft-~+~ft~v-wh+eh-su~-~e~~e~-~e§-~y-resson-e~ 

~e-d~s~h-ef-~he-deeedeR*•--to--~eee+we--f~e•--~~--tr~~t--n 

~pee+f+e-d~+•er-a••~-~fte~-+~-tne-equ+va+~ftt-e~-e-pee~ft+e~~ 
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re'lltUt tD-..t.bll-ll.llt£Qt._J".ba__IIUI!lii.U~.h .. locl udable i g the 

Section ~. Section 72-16-333, MCAt is a~ended to read: 

•72-16-333. Alternate valuation of certain farm o~ 

business real property limitation. (1) If the decedent 

was at the tl•e of his death a resident of this state and 

the per~onal representative elects to have 12-16-331 through 

72-16-342 aQd__[sllctlog~ll-t.llL!lYIIb-ZJJ apply and files an 

agreeMent ~ith the depart•entt the value of qualified real 

property for the purposes of the tax imposed by this part is 

its ~alue for the use unrter which It qualifies under 

?l-16-JJlt~~tLlkl as qualified real property. 

tl) The a9gregate decrease in "t.he value of Quotlified 

real property taken into account for the purposes of the 

Montana inheritance tax that results fro• the application of 

(1) of this section may not exceed $SOO.OQO lo~he &ase_cf_a 

lllll;ll.llll.a:t_llxiog_gr.io~:_tg_.lilou~r.x..l .. _J.263, illiL•il¥-llot.-~ 

1l~Q£0gQ_fgr.-de~e~-d¥iDU-thll<llafte~:•• 

Section 5. Section 12-1~-33~, HCA• is amended to read: 

~72-lb-33~. Election of alternate '1/aluation. An 

election for valuation under 72-16-331 through 72-16-342 ~ 

LA!Il;tiQn:;._li_t.bLQU~b-Zll mu~t be Mdde ~ithin 18 months of 

tt1e date of the decedent • s death and mu~t be 11ade In such 

manngr as the department ma~ prescribe. Ib£-~~UL--gn~ 

malllls_i~-iLJ:&KQLdllLea• 
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Section 6~ Section 72-16-335r MCA9 is amended to r~ad: 

"7Z-l6··l35. Valuation of farms. (1) Except as provided 

in t@ot LlJ. of this section., the value of ~ farm for farming 

purposes Is determined ~y dividing the excess of the average 

annuaf gross cash rental for comparable land us.a for 

farming purposes and located in the locality of the farm 

over the average annual state and local real estate taxes 

for co~parable land by the average annual effective interest 

rate for all new federal land bJnk loans. For purposes of 

the ~receding sentence, ~~ch average annual co•putation must 

be made on the basis of the 5 most r~cent r:al endar ·teaT::i 

ending be~~ro the date of the decedent's death~ 

L~l--lf __ :t.beca __ ~--DA--~ompa~blA--laao_fLliGL~bl~b£ 

.aoauaJ._aULilllll..ll.t.Qli.li-t:;.Ub...Lut..aLII.iiL.JHI411.t,ull.i ned l;lu:L.t.bllUI 

~-~QmPaL.abl&-l.aad-LLQa_~b-~&L&g~-~-ihare r~ut.al 

ll.alt--ll&-W::t.ullllDIUI._-lilll~ll~IIUUlllll-LlL~-.aiUlliWb.-!.alUIUllf: 

.aoolilll..n~:t.-lib.JJ:~..J:ent.al!..ev..:t...II&--5JjJjlill:t.u.:t.~o__t.w::~:>tlUdiW 

iiDilUal-IIJ:llli.li~lib_LeD:t.Al~ 

titLJl The formola in (1) a~-LZl of this section MaY. 

not be used: 

{a) I~ it is established that th4re is no compa~able 

land from which the average annual gross cash rental aay be 

detero i ned 401l-~t....:t.bl!U..i:i-Oll-"liiiii5UIAJ.e..liUHL...tLllm--llb..iJ;b 

tb~-ii>C!lL.aiiiL-Wit..Jib.JL~-L~a.t.ill...Ul'-il.ll-OII:t.iiJ:IIIlDa.d; or 

(b) if the personal representative elects to have the 
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value of the farm for far•ing purposes tletermined under 

72-16-336 .. • 

Section 7• Sectton 72-1~-337, MCA~ is a~ended to read: 

•72-16-337. Application to certain b.us.iness ln"teres.ts 

deJa~.tment rules.- LU The department shall pr.escrlbe 

regul3tions setting forth the application of 72-16~331 

throu.Jtl 7Z-1b-34Z aol1-t.s.eUl.liDL.l:L:t.brough 2JJ In the "case 

of an interest Jn a. partnership• corporation, or trust that, 

with r@spect to the decedent, is an interest in a closely 

held ~usiness ~ithin the meaning of 72-16-453. 

U.l--EliL.tb&-lll'J:IlOli.IU.-liL_:!JU: __ gciU:!LCU.IUI-J.lUltilru:e... __ illl 

in:tllU~:t.--lil-il-al.ILl:c&:t.i!IDilx:¥-U.U.s.:t....iilLtliLilawi~ii.l:..i.n-llf 

•bi~b-~U-~~fl.e~-bel.CS.--~t--he--LLilil:t.eg __ aa--A-~L~ 

.i.Dt~u . .:;.ta" 

Section e. Section 72-16-338, MCA• is a&ended to read: 

.. 72-16-338. Oispqsi_tion or failure to use for 

qu-alified use-- additi.o_nal tax. (1) There is he~eby i~nposed 

an additional inheritance tax if within ~ ~ y~ars after 

the deceden~•s death and before the death of the qualified 

heir: 

(a) the qualified heir disposes of any interest Jn 

qualified real property other than by a disposition to a 

member of his family; or 

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

use the qual if led real property which was acqu.i.red Br passed 

-16-
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fro• the decedent. 

(ZI The a11ount of additional tax i01posed by (11 of 

this section wIth respect to a·ny rnterest I s the a11ount 

equal to the leSser of: 

(a). the adjusted tax di.fference attributable to such 

inter?S:t: or 

.(b) the excess of the a•ount realiz~d with respect to 

the i~terest or in any case other than a sale or exchange at 

ar~•s lengtht the fair market value of the interest over the 

value af the Interest determined under 72-16-333. 

l3) for the purposes of (2) of this section, the 

adjusted tax difference attributable to an interest is the 

a•ount that bears the same ratio to the . ~~justed. tax 

difference with respect to the estate as determined under 

(4J ·of this section as the excess of the value of such 

intere:at for purposes of 'the Montana inheritance tax. 

deter•i ned without regard to .1Z-1f>-7331 through 72-16-342 awl 

~e~tlQ~li~rgugh 23) 9 over the value of su~h intere~t 

detenwi ned under 72-16-~33 bea~s to a similar excess 

deter~ined for All qualified real propertyo 

(~) For the purposes of (3) of this section, "adjusted 

tax difference with respect to the estate• means the excess 

of wh3t would have been the tax liability Dut for 72-16-333 

over theta~ liability. For the purposes of this subsection, 

"tax liability• Means the tax i•posed by Title 72t chapter 

-11-
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16. 

(5) for the purposes of this section, if the qualified 

heir disposes of a portion of the Interest acquired by or 

~assing to such heir or a predecessor qualified heir• or 

therg i~ a cessation of use of s~ch a portion, the value 

deterni ned under 72-16-333 taken into account under (2)(b) 

of this section vlth respect to such portion shall be its 

pro rata share of t,he value of the i ntere.st and 'C-he adjusted 

tax. differen.::e attr·ibutable to the intoerest taken into 

accm.artt with resp~ct to the transaction involving th~;~: second 

o~ any succ~dlng portion snall be reduced by the a~unt o~ 

the tax imposed by this section with respect to all prior 

transactions involving portions of the Interest. 

t6t--~•-the-de~e-e~-~he-e+,pe~••eft-er-ee§§e~+eft-oeea~s 

~~e-~ftan-•ee-se~fts-eftd-~e~s-~~en-~687M~fts-e~~-the-da~e 

a~--~he-~es~h~o~-~he-deeeden~-~~e-eM&W~f-~fte-~ax-+aposed 

By-~hfs-see~+en-she++-~e-re~aeedy-bu~-no~-be+ew-re~e.-ey--an 

ellt0an~--det!e1"1fttned--by-•t~·t1:t,-.+y+t"'t~-~he--euaottn~--O'f--theo--tex 

de~ere+fted-•rthoftt-~e~~~d-~e~h+s-~ab~ee~?on.-ey-e--~rsetto" 

Tft--w~9eh--~he--ft~Me~e~or-+9-~~e-~•ber-of-~~++-mon~hs-~~e~ 

~~•-de~~~-+~-exee~~~-~~~-eftd-~fte-8~ftftM~"e~~~-+s-69w 

~tL~l In the case of an interest acquired fro• cr 

passing from any decedent• if (a) or (b) of subsection (1) 

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

or (a) of subsection (1) of this section. as the case may 

-ld-
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be. d~es not apply witt1 re~pect to the sa•e portion of the 

lnt~rest. 

tet4Ll The additional taK 'mposed by this section is 

due on the day that is 6 months after the date of the 

disposition or cessation. 

t~tLAl The qualified heir Is personally liable for the 

additional tax with respect to his interest unless the hei~ 

has fJrnished bond that meets the requirements of 

7 Z-16-3 'tO • • 

Section 9. s~ction 72-16-339 9 MCA 9 Is amended to read: 

•rZ-16-339. ~hen cessatio~ of qualified use occurs. 

For the purposes of 72-16-338 9 real ~roperty ceases to be 

used fQr the qu~Jified use if~ 

Cl} the property ceases to be used for the qualified 

use set forth in 72-16-331 under which the property 

qualified under 72-16-331; or 

(Z) during any period of 3 years ending after the date 

of the Oecedent • s death and before the date of the death of 

the qualified heir• the~e had been periods agqregatinq ag~ 

tbac 3 years er-more during which: 

(a) In the case of periods during which tne property 

was held by the decedent- there was no uaterial 

participation by the decedent or any ae•ber of his faMily In 

the operation of the farm or other business; and 

(D_) in t.he cas. of p~riods during which the property 

-19-
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was h~ld by any qualified heir. there wa~ no materi~l 

participation by s~ch qu~llfied heir or any member of his 

family in the opQration of the fara or other busin~ss•" 

Section 10. Section 72-16-341• ~CA 9 is a~ended to 

read: 

•72-16-3~1. Involuntary conversion of qualified rPal 

property. (lJ If there ,is an l'lvoluntary conversion of an 

interest in qualified real property< and-~he-~~a+~~+ed-he+~ 

•swe,-e"-e+e~~&A-~ftder-~~+~-~e~+an 9 no tax Is imposed by 

72-16-338 on the conversion if the cost of the qualified 

replacewtent property equal!i or exceeds the <itaount: r~al ized 

on tha r.orv9rsion. 

(2) If (1) of tnis seetion does not apply., tne taK 

i~posed by 72-16-338• with respect to dOY Involuntary 

conversion. is thP. a~ount of tax that• but for this 

subsection., wou.ld have been imposed on the conversion 

reduc~d by an amount- t·hat bf?ars the saae rat: i o to such tax 

as th@ cost of the qualified replacement property bears to 

the amount realized on the conversion. 

(3) (a) For the purposes of 72-16-338• any qualified 

replacement property shall be treated in the same manner as 

if it ~ere a portion of the interest in qualified real 

property that was involuntarily converted- except that with 

respect to such qualified replacement p~opertY•£ 

t+t the ),5-,.ea,. JJ!:¥1lK per I Dd IUlder 72-16-338 shall 
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be extended by any period• beyond the Z-yeaf" perio.d refef"red 

.to In section 1033(a)(2)(8)(1) of the Internal Revenue Code, 

during wh-ich the _qualified heir was allowed to replace .the 

qualified real propertyt-end 

.t~tt-~~-phe~eeH~--peP~--andeT~~e-i~-33&f6t~~tt-&e 

. ftt'.1'1'"1'.r+~e.f.y-adju'!t<t:etl-1:o-"t:eke-+-n<to--eeeett~--~f'lle--e•~e"s+oft 

T~~eTPed-~e-+~tett+t-of-~h+•-•ub~e•+~. 

(b) Any tax Imposed by 72-16-338 on the involuntary 

conversion shali be treated as a taw iMposed on a parti~l 

dlspo5i~;on. The pro~lsions of 72-lb-339 shall be applied by 

not tak1n9 Into account periods after tt'le involuntar-y 

cn_nv~?r:slon. and before the acquisition of the qualified 

r_eplac;e•~nt property and by treating ma_t_eria_l par-ticipation 

with r-espect_ to the converted property as mater i a.l 

partie I pat ion wl th respect to the quall_f I ed replacement 

pr-operty. 

(4) The rules of the last sentence of section 

HJB(a)(Z)(BI of the Internal Revenue Code apply for the 

purpo~es of 7?.-lo-331tteti1Ii(a)(IIJ• 

tS t--An-e.-e-e-ti Gft·-ttftder-t!:h+.-,eet!: i-oft'-111!11-,-t.e-M8 fte-e"t-~t:teh 

~+•e-e"~-+ft-,uch-8eftfter-a,-~reserTbed-by-~he-de~ar~me"t•• 

Section 11. Section 12-16-3429 MCA, is amended to 

read: 

"12-16-342. Time limitations an assessment of 

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

-z -

1 

z 

3 

.. 
5 

6 

1 

8 

<; 

10 

1.1 

12 

13 

... 
15 

16 

11 

18 

19 

zo 

21 

Z2 

23 

Z4 

Z5 

Ll: 06Z5/0l 

~f or ceases to be used for a qualified uset the statuto~y 

perlod,for the assessment of any additional tax under 

72-l&-338 attributable to d;spQsition or cessation .may not 

expir~ until 3 years after the date the department is 

notlfi ed •. in a •anner to be prescribed by the departt~ent• of 

the disposition or cessation AL£--la__1b~~--Qf__an 

lll~l.J.LDt.iU:::t,_t;.QillUU::OJ.IID-ilt...Uijj~.i_a_.~-JZ:.\J:l-341 Q[ 

~~t;.ti~D--lZJ-_agolla:>s_~aL:>-1LAm-~-aAta-~~ge~art•ept 

1:>-Dat..i.fili!d of :t.bii-~(;IIJillllt..Af_J;IM_.(;l}!lll&ll.elL p Ka ge r t lt-SU: 

gf_an-inta~lllD-tD-~lac;a_g~:...ll!xchaoge th~~~~~· 

(~) The additional tax •ay be assessed before the 

expirati~n of the 3-year period referred to in (1) of this 

,se~ti~nt notwithstanding the provisions of any other law or 

rule of law that would otherwise prevent such assessment•" 

Sect.ion 12. Section 12-16-452, fiiCA, Is amended to 

read: 

•72-16-45Z. Deferred payMent for transfer of closely 

held business interest. (1) If the valua of an interest In a 

closely held business that is taxable uocter Title 72 9 

chapter 16 1 part 3t <1!'i a tr-an.sfer fro;n a deced-ent who was at 

the time of death a resident of this 'it ate exceeds e§-18 .l.U 

of the adjusted qross estate, the personal representative 

may el~ct to pay all or p~r-t of the taK imposed by Title 7Z 9 

chap~er 16, par~ ~. in 2 or mor-e but less than ll equal 

I nstalllllents. 
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(2) The maximum ~~unt of tax that may be p~id in 

installments by each beneficiary Is an amount that bears the 

same ratio to the tax impo~ed by Title 72• chapter 16~ part 

3, as the closely held business amount passing to the 

beneficiary bPars to the clear market value of all property 

passing to the beneficiary• without reduction for the 

federal estate tax due or paid. 

(J) If an election Is ~ade under (lt of this section• 

the first installment must be paid on or before a date 

selected by the personal representative that is not more 

than ~ years after the date prescribed by 72-16-441 for the 

payment of tax wlthou~ ~ntargstG If 1 howevert a credit is 

claimEd <'In ttte federal estate tax ret•Jrn for stat'2 death 

taxes on the estate under the pr-ovisions of section ZOllCa) 

of the Internal Revenue Code9 as amended9 an amount of 

inher;tan~e ta~ due equal to the federal credit must be paid 

within the period established in section 2011Cc) of the 

Inte~~31 Revenue Code, as amended. 

Installment must be paid on or before the 

yPar after the date of the preceding 

Each 

date 

succeeding 

that: Is 

installment. The 

departme~t may for reasonable cause extend the time for 

payaent of any InstallMent under this section, Including any 

part of an additional tax prorated to any installment, for a 

reaso~able period but not beyond the date that is 12 •onths 

after the due date for the last installment. 
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14-) If ar. election is made under (l) of this sP.c.tlon9 

the t~Jl( due may not be further deferred under th~ provisions 

of 72-l6-438.• 

~ection 13. s~ction 72-16-456, MCA 7 is amended to 

.-ead: 

•t2-16-"t56. 

business. (1) 

Interests in ~ore than one 

Interests in two or more 

closely 

closely 

held 

lleld 

businesses, with r·espect to which there is taxable under 

Title 72, chapter lh, part 3, as a transfer from the 

deced~nt M3re-than 20% ac_mQLe of the total value of each 

busirnoso:;, shall be- treated as an fnteo(e$1: tn a single 

closely held business. 

(l) For the purposes of the zo~ TequirsMent of \1} of 

t.his sect~on 9 ar. Interest in a closely held business that 

represents the sur~l~ing spouse•s interest in property held 

by tne decedent and the surviving spouse n~ joint tenants or 

tenantS in common shall be treated as taxable under Title 

12, c~apter 16 9 p~rt 3• in determining t:he value of a 

transfar fro~ the decedent.• 

Section 14. Section 72-16-463, M(A 9 is amended to 

read: 

"Tl-16-463. Failure to pay Installment -- acceleration 

of payment:. H' Ul-UI:.IIIIt..illi..W:..IIXlW!il-.i.O...lilllllii~Ul$111-LZ4 any 

inst~llment Qf_pcl~-C£-ln~A11 under 72-16-451 through 

72-16-465 is not paid Qn or before the date fixed for Its 

-24• 
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\ vaym&nc-• I ncl ud i ng any extensoi on of t i-.e for the payment of 

-2 the- i:'lstal_l~~tent, the unpaid portion of the tax payable. In 

3 installments .must be paid on notice and demand from the. 

~ departnent. 

5 1U .. J!...ADX-lDlioUI1laot...IU-Ili:l.Dl;~~J.D.t&UlioL.-uw1u 

b U::l~!t.~-~tu:llllgb..-U=lfl::ll5 l.s nQLjj;U>L~r rzet11ce..JJie 

1 lliiU..J!ll~uaillllU-IIDQ&L-.511Dui;tliiD-l.ll..lm~- Is pa I d.-lililJlill.....ll 

8 mROt~--11f-t~-~a1G£-tbll~ll~filiiOlio-~II~R&tl11D-lll-~ 

9 illi.Pl¥-llllt!l..-Uliollll!;t_Jg_..aw;Q __ li<I¥11Wlt.&-~be.--llt.liX.U.i.II!U-II! 

10 I~=l~~fll_e~.oot_~lllll¥-~~-tc~-~~~-tbe..J!aU£miDa1LQD_IIf 

11 iDUUli~--IID..liii!;Q "i'Jti D~&-ilod-~liU-llio-la!llllio~llll.iillt..l'-111 

12 · ll.ll-ilmiiiiDt-BQ~l.J,g_t..bll-lll:lldli!;t-llf..aL.IIf~e aeg11n:t ~!;Q. 

13-. · li<IUii:D:t~-!BIIlllpllell....ll.¥-~bL-Qilmluu:..Jlf...msul.t.ll£.Qcc..fuu.i.llu 

14 :tblll:eQf-iiL:tc~:_:;u!;b_da:t~-llefll~:&~¥eeo:t-lS-m~· 

1~ Section 15. Section 72-16-~64• MCA, is aMended to 

16 r~ad: 

11 "72-16-464. Acceleration of payment -- oth~r grounds. 

18 (1) ft'le extension of ti•e for payment of tax provided in 

19 72-16-~SZ shall cease to apply and any unpaid portion of ~he 

20 

ll 

22 

23 

24 

25 

tax oayabl e must be paid upon notice and demand of the 

departilent I t• 

tet--efte-~h•~d-o~-•e~e--t"--Ya~~· AD¥--~t!go of an 

interest in a clos@ly held business that qualifies under 

72-1-3-lt-52 is distributed, sold• exchanged• or otherwise 

disposed of't or 
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tbt--eggreg~e---w+~hdPawe+~--e+ lf money and other 

property ~ll:tAble-:tu..lilll:h-iiD-iD:tc~-iA-WithaLii.a from 

the tradP- or businessy-e~-+n~eres•-~n-wft+eh-~de++~+e~-~~er 

~~-~6-~S~y-me~e-w+~ft-respee~--to--~~eft--+nteresty--~~·~--o~ 

e•eeee--ofte-•h+r~-o#~he-•e~ae-e#-sueh-~reee-er-bas•ness and 

~ll-il1lQt:e.Qill:.li-!ILlill!;!l_dl.JitL.i!m~iD11h..-UlU.&....a.Kl:li4ag&.u ... -IIJ: 

D:tbllL-lti.S!IIIlll.~!llio~-lllitbll.t:iiJifil.lli-e.Q!Uil.a_gc...ll.lUalcd~.!iQLQt 

~11111-'if..lillc.b...intete :;t • 

{Z) in the cas.e of a d~strlbUtlon in redemption ot· 

stock to which section 303 cf the Internal Revenue Code or 

so ~uch of section 304 of the Internal Re~enue Code as 

relates to section 303 applies: 

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

with respect to the stock redeeeed and. for the purposes of 

subs~ct1on (l)fef• the interest in the closely held business 

shall be consider-ed to be such Interest reduced by the value 

of the stock r·edeemed: and 

(b) subsectian (1)tbt af this section does not "PPly 

with respect t~ withdrawals of .oney and other property 

distributed and7 for the purposes of subsection (l)~bt• the 

value of the trade or business shall be considered to be 

such value reduced by the amount of monet and othet property 

distri~uted. 

(3) Subsection (l)tet of this section does not. apply 

to an axchang~ of stock pursuant to a plan of reorganization 

-26-
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descrioed in (Dh (E)• <>r (f) of s.ection 368(a)(l) of the 

Inter~al Revenue Code or to an exchange to which section 355 

of the Internal Revenue Code or so much of section 356 of 

the I:1ternal Revenue Code applies to section 355, but any 

stock received in such an excha~ge shall be treated for 

purposes of subsection (l)·fet as an inte.-est qua)ifying 

under fZ-16-~52. 

( 4) Subsection ( 1) fl!t of th i ~ sect. i em dot!S nat. app I y 

to a transfer of property of the decedent to a person 

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

property under the decedent•s will• inteState success·ion., or 

a trust created by the decedent&..wu::-llllu--i~-il.llllllt-~ 

Jili:Ll.liJi __ Qf_li~llllL~Ullliflll:li_gf...ttJe_IU:QpU~lllt-J:II.Ullti-W: 

liUiulc._QLtJlil..filllilx-llllbl.o..:tba..-aa 1 1111 M ~cw..zt.z C c 1 1 't 1 

W:...tbll..l.ll:t.IIJ:llilLKIIxatiJILI;gde • • 

Suction 16. $ec~'on 72-16-603• ~CA• Is amanded to 

read: 

•TZ-HJ-603. l'ax- how appQrtioned. (1) l::fft .. ~ f~~ 

4li--Rt~K!G~-la-~YA.:i~~!QQ_i~~-Ynluli the will otherwi•e 

provides, the tax shall be apportioned amoAg all persons 

inter&sted Jn the estate. The appor~ionaent is to be ~de In 

the propoEtlon that the value of the Interest: of each p.erson 

i ntea:-es.ted in the estate. bears to the total value of the 

tnte~ests of all per~ns lnte~ested in the estate. The 
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valuei used in determining the tax are to be used for that 

purpose. 

(2) If the decedent's will directs a method of 

3pportionMent of tax different fro• the method described in 

this part, the method described in the will controls. 

L.l.l--il..tbll-l.iall.l.li:Uil:i-llf-liiiUIIIIL.-lll~eLllliUIL-lll-...tlle 

ut.at.e __ .u_-IIIIJifOLi.lulll_-lD-tb.L.:>.-lli!.U-llil.faL.lllla...tlllllil:..idtis;b 

L~Ylt_unll~be-feo!ILal-:~at~--~W£--t~_-l!ali!Li~e.:. 

iiiiUIUII--lllt-...tbE:_fllllltL<ll.-l.al"-l;JUlt.LQ~...tbll_llaJ.iiQ~ of tb i li 

Ra£~_applillli--~:i--if--~bL-LilliUltiao--Ll~b!lLtillli--b~-~ 

QLIIli~LibE:liLiD-~bi:i~a• 

~~~~tiLDK& Section 17• Special rules for surviving 

spous·!s. (1)- If property is qualified real property with 

respect to a decedeOt• heroinafter in this subsection 

r-~fe·r:- ed to a~ the •ti rst decederrt•. and the Property was 

acquired from or passed fr?r. the fir~t decedent to the 

surviving sp~use of the first decedent• for purposes of 

applying this section aoct 12-16-339 ~~ the case of the 

estat.e of su1:h surviving spouse, active mana9en1E!I'lt of a faraJ 

or ot~~r busin•ss by the surv,vinq spouse Must be treated as 

material partic::.ipat-ion by the surviving spou.s-e in thE

operation of the far• or business. 

( 2) For the purposes of subseCtion Ill• the-

deter~lnation of whether property is qualified r&al property 

With respect to th~ first decedent 11ust be ~~aade ·w.it.ho·w-t 

-28• 



1 

z 

3 

.. 
5 

6 

1 

8 

.. 
10 

11 

12 

lJ 

lit 

15 

1~ 

17 

18 

19 

20 

21 

22 

Z3 

24 

zs 

Lt ObZS/01 

regard to whether an election under 7Z-16-33~ was made. 

!!i:.li-SEC.IlQ!i .. 

disabled. Ill If 

Section 18· Decedents who are retired or 

on the date of the decedent•s death• the 

requirements of 7Z-16-331(16)Cc)(ii) ~ith respect to the 

deced~nt for any property are not •et and the decedent 

either was receiV'ing old-age benefits under Ti1;.le_ II of the 

Social Security Act for a continuous period ending on the 

date of death or was disabled for a c.ontlnu9'J_S period ending 

on the date of death• then 1Z-16-331(lb)(c) must be applied 

with respect to such p.roperty by _substituting •the date on 

which the longer of the continuous periods described '" 

[section 16(1)] ~egan- for •the ddte cf the decedent's 

dea~n• in 72-16-331(16)(cl• 

( 2) For purposes of T2-16-339(2)(a)• if the 

requireMents of TZ-16-331(lb)(c)(li) are •et with respect to 

any cteced~nt by reason ~f sub5ection (l)t the pe~iod ending 

on t:he date on which the continuous period taken _into 

account under subsection (t, be9an must be treated as the 

per I od i111medi atel y before _the decedent•,s death. 

~~H-SftllQKa Section 19. Active 111anagement by 

eligibl~ qualified heir treated as material participation. 

(l) For purposes of TZ-16-339• the active management of a 

farm or other business bV an eligible qualified he!~ or a 

fiduciary of an eligible qualif•~d heir Must be treated as a 

material participation by the el,gible qua1if1ed heir in the 

-29-

1 

2 

3 

~ 

!> 

6 

1 

8 

9 

10 

11 

12 

13 

14 

15 

16 

11 

18 

19 

20 

21 

zz 
23 

Zit 

25 

LC 0<>25/01 

operation of the farm or business. 

(1) In ~he case of an eligible qualified heir. 

subsection (1) ap~lies only during periods during Nhlch the 

heir ~ont1nues to be an eligible qualified heir. 

Sfli-SEc.IlQ~ Section 20. ~o tax if use begins within 

two years. If the date on Which the qualified heir begins to 

use the qualified real property• hereinafter referred to as 

, the co•Mence.ent da~e. is before the date z years after the 

decedent•s death: 

(1) no taK ~ay be imposed under lZ-16-338 by reason of 

the failure oy ~he qualified heir to so use such property 

before the ~cmmencement date; and 

t z I the 10·-year 11eri ad under 72-16-338 IRUSt be 

e~tended by ~he p~rioa between the decedent's de6~h ~nd the 

co•mencement date. 

~EW seCTIQr:t.. Section 21. Special rule for disposition 

of ti•ber. In the case of qua,ified woodland to which an 

election under 72-16-334 applies. if the qualified heir 

dl5poses of or severs any standing timber on the qualified 

woodl a,,d: 

(1) the disposition or severance is treated as a 

dl~po~ition of a portion of the interest of the qualified 

heir i1, the pr.>pertyt and 

(2) the additional tr:nt imposed by 72-16-338 with 

respect to ~he disposlt~on is an amount equal to tne lesser 
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of: 

(a) the amount realized on the disposition or, in any 

case ~ther t~an a sal@ or exchange a~ arm•s length7 the fair 

111arkt!t val U@ of the port I on cf t.he interest disposed or 

severed; or 

(b) the amount of additional tax determin@d under this 

section. without 

ent.ira interest of 

regard 

the 

to this subsection (2J(b)t if the 

qualified heir in the qualified 

woodl3nd had been disposed of, less the su~ of the amount of 

the additional tax imposed with respect to all prior 

transactions involving the woodland to wh~ch subsection (2) 

applied. 

(3) For purposes of subset:tion (Z)., the disposition of 

a right to sever is treated as the disposition of the 

standi rAg timber. The amount of additional ti)X i•posed und~r 

72-lb-338 tn a case in which a qualified heir disposes of 

his e~tire interest in the qualified woodland must be 

reducad by any amount determined under this section with 

respect to such woodland. 

~~~UH& Section 22. exchanges of qualified real 

property. (1) If an interest in qualified-,-eal property is 

exchanged soleJy for an interest In qualified exchange 

property in a transaction that qualifies under section 1~31 

of the Internal Revenue Coo.~ no tax may be imposed by 

72-16-338 by reason of the exchan9e• 
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(2) If ~n interest in qualifi~d r~a' prop,rty is 

exchar•ged for an in-t-erest in qualified exchange property and 

other property in a transac-tion that. qua J if i es under sect I on 

1031 ~f t.he Int-ernal Revenue f111de• the amount of the tax 

i~posed by 72-16-338 oy reason of the exchange must be the 

amount of tax that would have been imposed on the- exchange 

under 7Z-l6.-338. without regard to this sect lon• reduced by 

an alit>unt which b€-ars the same rat:io to such tax as the fair 

market value of ttre other property bears to the fair market 

value of the qualified real property exchanged. Fair ~narket 

value nust be dete·rmin.ed as of the time of the eJ~&:chanqea 

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

(a) any interest in quu1iflad exchange property must 

be treated in the same manner ~s if it. w~?r:~ a purt: I on of the 

interest In qualiff~d real property that was exchanged; 

(b) any ta~ imposed by 72-16-336 by reason of the 

eKch~3e must be treated as a tax iMposed on a partial 

dispositioni and 

(c) 72-lb-338 must be applied by treating material 

participation·Hfth respect to the exchanged property as 

11ateri al participati.on with respect to the qualified 

exchange property. 

~~~IlQM& section 23. Treat.ant of replaceaent 

property dcquired in transactions under section 1031 or 1033 

of t~e Internal Revenue Code. fl) Except as provided in 
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subsection (2) in the ~ase of any qualified replace~ent 

property, any period during which there was ownership• 

qualified use, or material participation with respect to the 

replaced property by tne decadent or any •ember of his 

fa•ilf must be treated as a period during which there was 

such olllfnershlp, use, or 11aterial partlcipat.ion with r~spe.:t. 

to the qu~llfled replaceaent property. 

(2) Subsection (1) does not ~pply to the e~tent that 

the fair •arket value of the qualified replace~nt propertY• 

as of the date of its acquisiti~n, exceeds the fair aarket 

value of the replaced property, as of the date of its 

dlspo;itior.. 

tl) For purposes of this section: 

(a) the term "qualified replacement property" Milll.S 

any real property: 

{i) that is acquired in an exchange which qual;fies 

under section 1031 of the Internal Re~enue Code; 

( i i) the 

nonre~ogn it I on 

acquisition 

of gain 

keven.Je Code; or 

of which results in the 

under sect. I op_ 1033 ot the Internal 

(iii) that is osed for the same qual I fi_ed use as the 

rep13ced property was being used befora tt.e exchange; 

(D) the ter• •replaced property" means: 

( i) the propert 'I transferred in the exchange that 

qualifies under section 1031 of the Internal Revenue tode; 
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or 

( i I) the property co•pulsorily or i nvol untari 1 'I 

converted within ~he meaning of section 1033 ot the Internal 

R4venue Code. 

Section 24• Section 72-1.6-491, MCA~ is amended to 

rAad: 

•72-16-491. Lien for additional tax attributable to 

far~ and closely held business property. (1) In the case of 

any interest In qualified real property within the ~eanlng 

of 7_2-1b-331t~~tLlil.lo an amount equal to the adjusted ta~ 

difference attributable to such interest within the meaning 

of lZ-16-338(3) is a lien in favor of the state on the 

pa·operty in t~~hich such Interest exists .. 

~2) The lien •~posed by this secticn shall arise at 

the time an elect~~r. ~s f~l~d under 12-16-)33 and continu~s 

with respect to any interest in the qualified real property 

unt.il~ 

(a l the liability for t.ax under lZ-16-338 with respect 

to SJCh interest has been satisfied or has become 

unenforceable by reason of lapse of time; or 

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

department that no further tax liability ~ay a~ise under 

72-16-338 ~fth respect to ~uch interest. 

Pl Sectio,,. ?l-1&-471• 72-16-479, ~nd 72-1<:>-480 apply 

~ith re~pect to a lien iMp~~ed by 72-16-491." 
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1 ~~W-~f~IIgM& Section Z5o Codification instruction. 

2 Sections 17 through 23 are Intended to be codified as an 

3 integrat part of Title 72., ctaapter 16,. part 3., and the 

4 provisions of Title 12, chapter u,,. part. 3t apply to 

s sections 17 through 23. 

6 ~~ftilD~a Section 26. Applicabilitp date. This act· 

7 applies to estates of persons dying after October 1, 1983. 

-End-
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INTROOUCEO ~ "S)if _,, 

A BILe FOR AN ACT ENTITLED: •AN ACT TO REVISE MONTANA'S 

PR08AT~ CODE WITH RESPECT TO RENUNCIATION OF SUCCESSION; TO 

REVISE THE ALTERNATE VALUATION FOR INHERITANCE AND ESTATE 

TAXES; TO REVISE THE STATUTES RELATING TO DEFERRED PAYMENT 

OF INnERITANCE AND ESTATE TAXES; AND TO REVISE THE 

APPORTIONMENT OF ESTATE AND INHERITANCE TAXES; AMENDING 

SECTIONS 7Z-Z-101t 72-16-331 THROUGH 7Z-1b-335t 72-16-337 

THROUGH 72-16-339t 72-16-31tlt 72-16-342. 72-16-45Zt 

72-16-456, 72-16-463t 72-16-464, 72-16-491, AND 72-16-603t 

MCA; ANCJ PROVIDING AN APPLICABILITY DATE.• 

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

Saction 1. Section 72-2-lOlt MCAt is aMended to read: 

•rz-2-101. Renunciation of succession. (1) A person or 

his personal representative or the representative of an 

incapacitated or protected oerson ~ho is an heir• devisee, 

perso~ succeeding to a renounced interest, dQ~ap2QlntA~ 

QL40t&&£-C&~iPleatL--DL beneficiary under a ~es~e•en~ery 

+ft§~~en~?--er--&ppe+n~ee--ander--e--pewe~--ef--eppe+n~men~ 

ewere+,~--hy--e--~es~een~ery--+ns~Heen~ t£~_gc__gtb&L 

llli~UD.ellt.Rl!--lDs.t.!.IIIIIUIL~l:-.llllll:t-iLRllltllt-llf..illliHiliiU&D:t 

&lltu:~lillll-ll¥-a-t&litilllllll.tRl!-IIC-~&li:tallllll.tilLlt--lilU.C.IIIIIIllt... 
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IWDtixlDII-;.-.illlat....-OMII&L-.AL.-••u:ll.iltllla-..JIIlllt tenant • Q.t 

bllllllfitiU¥~oiUIIlC_IIf_an_ 1 a;;yraa~a--~:;ll.atc~L-.iUUL 

lakldllDt--llf--IIMAat~tb&calD •ay renounce. In whole or In 

part• the right of succession to any property or interest 

therein 9 Including a future Interest. by filing a written 

renunciation under this section. The lnstru•ent shall: 

(at describe the property or interest renounced; 

tbt be signed by the person renouncing; and 

(c) declare the renunciation and the extent thereof. 

t~t--tet-~n--+n,~rH.an~--renoanc+~-e-presen~-+n~ere'~ 

she+t-be-f+ted-w+~n+n--~--~ns--ef~er--~fte--dee~-e~--~he 

deeeden~-or-the-doftee-o+~he-powerw 

tbt--~n--+n~~r..eftt-~eene~ng-e-~~ore-+n~eres~-•ay-he 

~~+ed-n~-+e~-~hen-9-een~h~-efter--~he--eyen~--detere+n+"9 

~he~--~he--~eker--e~--~e--preper~y--or--+n~ere,~-t.-~+netty 

e~ee~~8+ned-a"d-h+s-+ft~~es~-+$-+~Sefeee+~+y-•es~e. 

tet--•he-renone+et+en-~~~-ee-~++ed-+n-~he-eeHrt-ef-~he 

e~-~n-whteh-proeeed+ngs--~e.e--heen--ee..eneed--fer--~ne 

adm+~s~ra~+Oft--o•--~he--es~e~e--o~--~~-deeeesed--owner-~ 

Seee~see-~oftee-ef-~fte--~ewe~--ery--+~--~ft~y--~ewe--n~--beeft 

eemMefteeey--+ft--wh?eft-~hey-eeu+e-be-eemmenee~.-~eo~y-ef~h@ 

~·~~+a~+on-she++-be--de~+•~ed--+ft--p~~&~--e~--ae+~e~--ay 

reg+stered--o~-eert+++~-ma9+-~e-eftT-~er~eftet-~epresen~e~+Ye 

or-other-~+dueTery-o+-~he-eeee~eft~-~-~onee-of-ehe-pewe~·-+~ 

~~a~-ereper~y-er-an-fft~eres~-~here+~-+s-~e~e~"ee~-e-ee~-~ 
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~he-~n~e+e~reft-.ey-be-reee~ed-+"-the-e~f+ee-of-~he-eoa"ty 

e~e~ft-o~-~fte-eoen~y-+n-wh+eh-the-rea+-este~e-+~-s+~~8~ed• 

'~1--Ih£-~---~dl.tect pr pec~-~-~tee upQeL--Q 

t.au.uaota.tL-l!L-QDDtn.:tullnt~U-l.n5.U.IIllent to reoQJW~;h 

mRdifX1_ameDQa_gr othet•lse-dexiat&-fcow An¥-C.&trictioo QD 

aL--PDM&.t--Pf__admjpls:t.r~:t.loo. _ _maoage.aot.a_PL-i~iQO-af 

IHIO&fi~no..tiad.i.pg_th;t~l:b-.tut.Lis;llgo..Jlp_..tJJe-.e.u;J.u 

J:l.f __ :t.bll-jll)d.t..~def&U..A.t..~L.t.be ac<:ocp!lshaaot o£ tbe 

ill~t.iliii_QLIHioeLltiill--iot.ec.e:oL I pj:ons! s:t.eat: w! :t.ll--ul:b 

QUCR~=S£--~--athac rgasg~cb aythorit¥ shall be 

Oll.CU.Ied• a('ttt--b.aulna and upgn notIce_ t;p al 1 kllQMD 

gauga.s-t:te~L111¥-J.ate.r=.csted-lD-.aJ.Ich trust. In the waooer 

diul't. AILil¥-:t.bL~:.S~~~U.. 

t31--Iba-laa1cueeot of cenuncjatton eyst_be rsceiyed by 

t.bL-1cansferpL._af--the.--l.itttU:itS1;• his legal rapresent.at I vat. 

t.bL!leUIIO~l..Lell.te.lillllt.ilt..il!e-l:l.f_.a.....de~=eased tullUI:.tliL.L-t.be 

~L-AL...m¥ trust. lg wb~Liote.t.eU..IIelgg ron~ 

ul.Uh..QL tb!! bold~U:-J:I.fJ.be..l.&ga~t.le..t.a tlu! prnoec t¥ t.a 

wbl~b_-tbe_iatereit reJatgs. To be ettactjye for gyrpQ$@$ pf 

l.iu.t.Lueot 

.IIII.IU-be- r:ecej tttu1-DGLJ.UU.-thaq ·t;h@ date wbjcb is 9 eont;lui 

~fta£-tbe Jater_Qf_~ date go wblcb the tr:•O£!er craatiog 

f.ba_J.otereq;t, In a gv(spn .i.&-8dLa:L-tba dat.1 go wbicb-t.J:le 

~_attains 18 year~~gaa__lf-tbc ,;rcu•atagces that 
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ll.:itallli~--t.bL-Liabt--PL-L-~D..t.A..LIIIIPUIIU-illl-i.ln&L&U 

aLi~e-il~-•--.te~lt.--Df_-tbe--deatb-~L-AD--iadi~a--tbe 

in~t..tu•ellt.-~--Wll-b.ll-flall..in..t.IILI:.Sll&Lt-IIL.tbL~Wlt.x 

Mbe.t~-PCw;udin~-_gjQI'UQillll-..t.be_~eQCL.....e.ttilt.ll.-li,Ul 

Q&OdiDII-IIL-•be.tLt.~llllulJLJle_peQdiwiJ1..J;WIIIel)Cede If~ 

QUIIIUt¥--liL iiD i Ote.te.lit.-t.bll.i:lUD-ti...t~.L-il !:QQI( gf tile 

LeQUOCiat..l.IIP..IIil¥-llLrecgcded lg the_ J:l.fli!a! gf ..t.L!~Wl.t.¥ 

cle.tk..iloL.temrltlu:-l1!..t.II~Wl~iD-wb i r:b tb~: real estate Is 

~it.llaUda-tkwleUlla..ellt.it.leLta il l'!l!l¥ llf..t.b.ll..l.Wi:t.I:JIIlWIL.i.s. 

ll~l!l-blL-iiP¥--IWIIIll.t.....dUt..til!llt.lllo-aL- d 1 s Po s i t..i.lla_aw!i: 

dtbaiiL-ill=:t.&laL OIIU'e -liL..t.bLLIIIIIIQl;iJlt.iQQS-iJDd ng peU~U~ 

.UIUOII-ii-P,P!lCC dlat.Ll.lillt.i!ID..su;...IIUQgllt.l.AD-ill-..till.J.ilw;LUilllll 

tb&-.teWIDUilt.J.wl..iL.llilble-fo.t ao:ar: suj:b dj s!;[ I bUtillll-llL 

diliQQUtloll--iO-tbLllll:ie!I!;ILQf actual -llQt.ir.e..:t.b at. ao a!;.li!ID 

bil:>-.bUP--lllli.Ut.llt.lld-I=.IIIWIU.iDII the xal i.dlt.r gf :t.be 

Leliii!H:iilt.iliD.a 

t~t4~ Unless the dee~--or--denee--o~--tn.-pewer 

t.can~f&.taL-IIL-tbe--lnte.t.U has otherwise provided• the 

property or interest renounced devolves as though the person 

renouncing had predec9ased the decedent or• if the 

appointMent was exercised by a testamen~ary tnstru.ent• as 

though the person renouncing had predeceased the donee of 

the power. A future interest that takes e~fect in possession 

or enjoy•ent after the ter•inatlon of the estate or Interest 

renou~ced takes effect as though the person renouncing had 
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predeceased the decedent or the donee of the power. A 

renunciation relates back for all purposes to the date of 

the d9ath of the decedent or the donee of the power. 

t4tL~ (a) The right to renounce property or an 

interest therein is barred by: 

(i) an asslqnment9 conveyance. encumbrance, pledge, or 

transfer of property or interest, or a contract therefor; 

(II} a written waiver of the right to renounce; 

(iii) an acceptance of the property or interP.st or 

benefit thereunder; or 

(ivt a sale of the property or interest under judicial 

sale Dade before the renunciation is effected. 

(b) The right to renounce exists notwithstanding any 

li•ltation on the interest of the person renouncing in the 

natur~ of a spendthrift provision or si~ilar restriction. 

(ct A renunciation or a written waiver of the right to 

renou1ce Is binding upon the person renouncing or person 

waiving and all persons claJ•Ing through or under hi•• 

tStLA! This section does not abridge the right of a 

person to ~aive. release, disclal•• or renounce property or 

an interest therein under any other statute. 

t~t--Aft--+ft~er••~--+~--prepe¥~y-wh+eh-e~+s~s-on-du~y-t~ 

~·~Sy-ss-~a-wh+eh•-+~--e--p~eseft~--+n~ere•~T--~~e--~+ae--for 

f+t+~-e-reftafte+s~+oft-~de¥-~he-~n+~o~-Pro~e~e-Eode-has-not 

ewp+re8y--e~--+f--e-~~a~e--+n~res~.--~he-?"tere~~-he~-"o~ 
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~eee~-+ft~efee•+B~y-~es~e~-er-~he-~e~er-f+n•~~J-esee~e+ned~ 

•ay-be-rene~need-w+~h+~9-•on~hs-a~~er-d~+y-~y-~9~5• 

L11--itl.t.b.LO-l0 daxs of us;eJ.D,t of a wei tten i nstrUM:Qt 

l:IL_uo~l.u.lllll-11¥-~L..tUDUecgr of the i~u~ 

UDWWI:.U.t.--..bU--~ill--L!UU;ll.:i.IWt.ii:Ull&&-..t.Df:__--ll!l.usmaJ. 

.r:e.g.C.U!lllt.ilt IJ«! gf ~d~U-t.lli:-~:t.cLliLil!l¥-lluU.-lo 

Mbls;Ll..;the i ot;ere~OQ-Le.DQ.UQJ:e:d ex.J sts. or the hol.d&L-Af 

t,Qil__le.gal __ t.lt.lll--~t.ba__p.r:gQBJ:t.¥_ t,g wblkb-tha int,erllst 

.r:e.l4te&A-iiA-ibC-~4A&-•ii¥-11A&--Abilll--ilt.t.llaQ:t. __ tg ngt.lf¥-_lo 

nit.iDg __ tb~a&--l!li:.r:~:; _ _.bo-ll.r:ll-kosiiiiii-PL.=.r:t..ill.DiJill • w 1 tb 

.r:e.4liPD4ble--dlllgeo~11--Mbo__AJ:c__,r:~iglAat:; __ _g.r:___pgteotial 

U~lllicoU_gf_tJ:li...CJUU!Wic;ed_lot.£.r:£U_of.-t.tw requor: I itt i go aQd 

t.ll£_-l~e.u__g,r: __ P.Qt.ilot.lill-l~ut._&W;Il_ rer:lpl eat. wj 11 

.r:e..r:ll.l.v 11-illi-a..Uliull-gf..t.ll£_J:IIoll!ll;iat.illlla 

Ul.-!O¥-lDtiiLt:U-l~llliU.tl! w111 cb niH• go Jal.l!-1..& 

l.2al&--mil¥--be.--LIIDPUD~Il~-4ft.e..r:-Jull[_l£_i~£-&li grgyided IQ 

t.bl:i-Se..r:tlgQa_&D-1Dt.ll.r:IIAt-t.bilt-~li-4J:iA&D-II.r:io.r:_t,g__Jyll!--l..& 

12alA--1D-4D¥-IIIIJ:liPD-Pt.bllL-t~o~ll-PCJ:ligo_~gq~L:;_ogt. 

de.st.r:aJ[eQ __ g.r:__dimlolliblld--b¥--aDY--4~t.1go __ ot__t.n~~ 

.r:aoouo.r:lcg_tate.o_uodll.r:-tblA-aa.r:tiga.• 

Section 2. Section 72-16-331. MCA 9 is amended to read: 

w72-1~-331. Definitions for alternate valuation 

purposes. As used in 72-16-331 t~rough 72-16-3't2 4Jlll 

LAil.r:t.iPDA--ll-_tb.r:ouob-ZlJ• the following definitions apply: 

Lll--!&.r:ll¥1l-miiD~IlRilD:t.!-4~Dli..tlle_makiDg-Pi-ma~ot. 
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lllll:.llU.o.llli-llf-LI!u:;iiiJI:iu_llU!ilr._tball--:ttu: __ llil~lll!llLilt.itul 

llll&;.l.:;i llllli..t. 

ttt.LZl "Adjusted value• means: 

(a) in the case of a gross estate 9 the gross value of 

all transfers subject to the tax imposed by this part. 

dete<mined without <ega<d to 72-16-331 th<ough 72-16-3<\2 and 

~e~gg~_li__:tb£!lugb__Z3J• <educed by the a•ount of unpaid 

mortgages and indebtedness; 

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

value of the property for the purposes of this part, 

determined without <egard to 72-16-331 through 72-16-3~2 4llQ 

Lia~ll.llli-1Z-tb£1111QD-ZJJ. reduced by the aaount of unpaid 

.artgages and indebtedness. 

tettll •Agreement" .eans a written agree•ent signed by 

each person Jn being who has an Interest, whether or not he 

is in possession, fn any property designated In such 

agree~ent consenting to the application of 7Z-16-333 with 

respect to such property. 

t3t'il •Department• •eans the department of ~evenue. 

!~L...!!:allillllell!!..ftil.llli-iiD-iWill!lltlloilL¥bQ_biiL.il..lllUIULII£ 

llbl's.ll;ill __ ltJIIAj.c.egt; _ _:tbat_a:wlliU-.llh uDilblL:tll pater i a! b 

P.actil;i.JliiU-111-:tb.l: gpera:t illQ--'IW...LIUI gr gth&L-biiUDe.:Olia 

!bl-_!fligible~Lfillll_~-~ii--Quallfled~lL 

Milo& 

Lill-iLS~JILlllUQg_JipQII5ll of tee llecellltll:t.l 
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t~tLZl •Far•• Means truck farms9 ranches, nurse~i~s, 

ranges., greenhouses9 orchards. woodlands, or structures used 

priMarily for raising agricultural or horticultural 

commodities. The term Includes stock., dairy animals, 

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

f~ttBl •Farming purposes• means: 

(a) cultivating the soil or raising or harvesting any 

agrlc~ltural or horticultural commodity, including the 

raising, shearing, -feeding, caring for, training., a.nd 

managing of ani~dls on a far•t 

(b) handling., drylng 9 packing., grading., or storing on 

a tar~ any agricultural or horticultural commodity in its 

unmanufactured state9 but only if the owner, tenant, or 

operator of the farm regularly produce$ .. ore than one-half 

of the commodity so treated; or 

[c) {i) pJanting 9 cultivating• caring for, or cutting 

tree~; or 

(ii) preparing. other than milling• trees for Market. 

f&tl2l •Internal Revenue Code" ~ans the Jnt~rnal 

Revenu~ Code of 1~5~. A reference to a specific section of 

that code is a reference to that section as It aay be 

label~d or amended. 
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fftLlQl •Involuntary conversion• ~ans a co•pulsory or 

involuntary conversion within the .eaning of section 1033 of 

the I"ternal Revenue Code. 

t8tLLLl •Material participation• Is determined In a 

.anner similar to the .anner used for the purposes of 

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

f9til~ Lal •Member of the family• .eans, with respect 

to any Individual. on+y the lndividual's& 

Lil ancestor er~ 

li1l-~Q~C--4QQ__lQe __ _ll~ 

iDal~iaual~gguAa~ 

~Jlllil.ot.s of _tbe 

lit: 

tLlll lineal descendantyl 

LiXl-ll~l-da~oa40~Qf-tbe-iodlyldual!I_p~~ 

Lbl--l!Uibc< of thE! tulJ..lt..all;g In') yges_iL~jHIILS.&..IlLJ. 

Lil_-tba_lnalXLau4l~c~cgodaots; 

tiil-thc-lioagl-da~~gDti-Qf-tba-ioalviauaJ•s~~~ 

Lilll-tbe---lloaal---da~a!lllil.otA gt thc __ jgdiviau&l!A 

paceot~a 

icl a--+tnea+--deseeft~eftt--o~--e--~peodp&rent--e~--the 

~"~~v~Sne~y--~fte--spaase-of-~he-~ftd+w+~e~y-er-~"·-~~&~se-of 

eny-~ch-deseendsn~• For purposes of ~he-~?.eed+n9--~en~enee 

tbL5---~ub~~Da--L1Zl• a legally a~o~ted child of an 

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

1lll-~Uct-~D4~C-Laot41~-meaas_tba_a~~Qf~ 
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laDa_ao_~o~bi'b..~l!~-gcgllllsa:..ls_g£lllllU. 

1bl--aixla&a--b¥-tb&-~4~-ggg~-expeoscs of grg~o~log 

~LI'b-1! ~DaUs;Liolbil;b~-lllll!eL-tbLlUU....aU-PailLblc-tbii.J.&s6li.La 

1l!tl-~l11Cll.-n~llllllliLIIJ:lliaE.tX!-IIIUDI-LCal--~~U~IliiC.U 

tllliL_ll-_to_be--u:iCIL..LllL.-thc--QUa) If i M-llU-Ut..flll:tb..iD 

auba~tlQD-LlAla 

t~8t~ •Qualified heir• .eans, with respect to any 

property, a .ember 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 

real property to any ~~ber of his family, such aeabe~ shall 

thereafter be treated as the qualified heir with respect to 

such interest. 

t~~tl~l RQuallfied real property• Means real ~ro~erty 

loc~ted in this state that was acquired from or passed fro~ 

the decedent to a qualified h-~ i r of the decedent: and that on 

the date of the decedent•s death was being used ~o~ a 

qualified use b¥-tba_ae~aBDt-nt-A-BCmbBt-Qf_tb~~~ 

fam!l~, but only if: 

(dt 50% or more of the adjusted value of the gross 

estate consists of the adjusted value of real or personal 

property that: 

Ci) on tne date of the decedent•s death was being used 

for a qualified use n¥-Lne--~~~~-QL__. __ pgmber ot__t~ 
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4e~~~!~_f.atlxi and 

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

qualified heir of the decedent; 

(b) 251 or more of the adjusted value of the gross 

estate consists of the adjusted value of real property that 

meets the requireaents of (at(lit and (ct of this 

subsection; 

(c' during the a-year period ending on the date of the 

decedent•s death there have been periods ag9regating 5 years 

or more during which: 

fi) the real property was owned by the decedent or a 

.e•ber of the decedent•s fa•ily and used for a qualified use 

11¥-.t.llll_de~edcot-llt:-iL.ft•&uu:..Rf th• dcs;lldant. • s t allll.x i and 

(if) there was material participation by the decedent 

or a •ember of the decedent•s family In the operation of the 

farm or other business; eftd 

(d) the real property Is designated in the agree.ent 

referred to in subsection t2t ill of this section•~ 

Le~.i.f..Jn el e~t; I IID-i.LIIWUI..ld.tll..Llllil~Ut-tll~:Ulld 

IUIR4lilnlh-trns IOI[Qll.i.Dg_gp_JJ&tJ-IUUI!Ibnd-llliiX-IW:t be treated 

a~a~liJI& 

t~2tt1Il (at •Qualified replace•ent property• means: 

(i) In the case of an Involuntary conversion as 

described in section 1033(at{1t of the Internal Revenue 

C.odet any real propert.y into which the real .property is 
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conver-ted; 

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

descr1bed in section 1033(a)(2) of the Internal Revenue 

Code• any real property purchased by the qualified heir 

during the period specified In section l033(a)(Z)t&ti~ of 

the Internal Revenue Code for the purpose of replacing the 

qualified real property. 

(b) •Qualified replace•ent property• only includes 

property that is to be used for the qualified use set forth 

In (at or (bt of subsection tt~ LlU of thl s section under 

which the qualified real property qualified under 72-16-333. 

t•~Ll4l (a) •Qualified use• means devotion of the 

property to any of the following: 

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

(iiJ use in a trade or business other than the trade or 

business of farming. 

I bt In 

requireMents 

buildings and 

the case of real property that •eets the 

of subsection t~•tLLQl(ct• residential 

related i•proveMents on the real property 

occupied on a regular basis by the owner or lessee of the 

real property or by persons e•ployed by the owner or lessee 

for the purpose of operat1ng or maintaining the real 

property, and roads, buildings, and other structur~s and 

iMproYaments functionally related to the qualified use shall 

be treatad as real property devoted to the qualified use. 
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ll.!l-!!llualllilllLMIIIldlllllli!!_IIUJILiJII:t..Uill-IWIIUIL~t.! 

Lal--Ls-U&Ild_in_timbst-llllll~&~g 

Lb.l-U-'IU-idllllUllalll.cJrea of 1 apda such ali.-illl-~ 

IIC--Q.tbflt-.iii:U...-~ik.~la!J:d.:WU:II pgrmaJ I¥ .a lgta I~ 

~D~~tlDU-1~1:-~illllAa 

LZQJ.-!!Stwlllllt!!--lll:il~ I od I y i dyal u llii.U.wl!L-lur: 

e~:lina...l~lJ.Cl.L!tl-IILtbll-llltUIIAl..l!eveaue tgdea 

I.Zll-!!IJ.IIli~~~:-QQ.t:J:at,LgDA!-•UllU 

1a L-tlll:-ulauUo.g .. _c;ult.l vat I og • ,. allllll-fii.I:....W:...lal:tUog 

gf_l;U:U.l-IIC 

Llll--tllLJU:@acatillla_ut.tu:~:-ttlall_lllll.J.ag • gt v u&-.illl: 

IIAJ:~eta• 

Section 3. Section 72-16-332• MtA. is aeended to ~ead: 

•72-16-332. Property acquired froa decedent defined. 

Property is coPsidered to have been acquired from the 

decedent if the property: 

(lJ is so considered under section 1014(bJ of the 

In~ernal Revenue Code; 

(2) Is acquired by any person fro• the estate +n 

sa~+9fae~+an--o~--~he--~+~h~--of--~ueh-~e~en-~e-a-~eeuft+e~y 

req11~t; or 

(3) is acqui~ed by any person from a trust tn 

se~~~e~+on--of-s-~+g~y-wh+eh-s~eh-pe~eeft-~e~-by-resson-of 

~e-deeth-o~-~h~-fteeefteftty--~e--reee+ve--fre•--~he--~rast--a 

~eetfTe-do•~-&MeHn~-~he~-+~-~e-eqe+Ya~e"~-ef-ft-peeHft+e~y 
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re~He~~ tll--tbe--~Xf.ellt__tba__Q£Qli8J:t:t..lA-inl:ludablfl iu the 

W:QSLastAU-Q[_the decftiiJult•" 

Section •• Section 1Z-16-333• MCA, is a•ended to read: 

~TZ-16-333. Alternate valuation of certain far• or 

business real property -- li~i~ation. (1) If the decedent 

~as at the tlae of his death a resident of this state and 

the personal representative elects to have 72-16-331 through 

72-16-342 &Dd__lac~gu~-ll-t.bLQygo_z~ apply and files an 

agreement with the depart•ent, the value o£ qualified real 

property for the purposes of the tax imposed by this part is 

its ~alue for the use under which It qualifies under 

72-16-331fiitJ.l~l as qualified real property. 

(2) The aggregate decrease In the value of qualified 

real property taken into account for the purposes of the 

Monta~a inheritance tax that results f~o• the application of 

(1) of this section may not exceed $50o.ooo lo~be case_gf_a 

aa~ade~t-d~lag_pclULt.u_JaouaJ:¥-l£-1~-aaa_ma:t..~~~--~~~ 

1I~QLOQQ_fuJ:_d~~lld11Dts-~¥illll-tbe~:llilft~J:·• 

Section 5. Section 72-16-33~• HCA• is amended to read: 

"72-16-334. Election of alternate 1/al ua-t_ ion. An 

election for valuation under 72-16-331 through 72-16-342 and 

Ua~t.luo&_il_l;l!J:QUiib .. ZD must be made "ithin 18 months of 

the date of ~he decedent•s death and must be made in such 

manner as the department may prescribe. Ihe-~lc~QQL __ QQ~ 

mad~L-1&-iJ:J:CYil~~la .. • 
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Section 6. Section 72-16-335• HCAw Is a•ended to read: 

"72-16-335. Valuation o~ fa~ms. (lt Except as provided 

tn t~t !ll of this section• the value of a far• for farming 

purposes fs d~termined by dividing the excess of the average 

annual gross cash rental for comparable lan~ used for 

far•lng purposes and located In the locality of the far• 

over the average annual state and local real estate taxes 

for co•parable land by the average annual effective Interest 

rate for all new federal land bank loans. For purposes of 

the preceding sentencaw each average annual co•putation must 

be made on the basis of the 5 ~st recent calendar years 

ending before the date of the decedent•s death. 

LZl-ll-tbue Is EUL.~oiiUJIJ.JI--Uod..lliiL.Jolhjcb the 

aGiliUl-ilU~QC.OU-t:.Ub....t:tult.a.LIIa$-be dftt,ermj ned h)•t tber;e 

.i.li-~Jl~le !apd .fJ:QL.wb..U;b-~ll.tilllLDfii;._Jihare Cf:ot.ill 

ti¥--be_ltlltecmi oed~~Udl.QQ..LlLiLJIIUlliwl£_!;}uu~ 

aooYAl_net_abAce-te~l!-mYAl-be--llUbstituteg__fQL__"avecage 

iiDaval-IIU.I.LUAII..ClllWil.!:.a 

t!ttal The for•ula in (1) ~-111 of this section •ay 

not be used: 

(a) If It Is established that there Is no comparable 

land f~om which the average annual gross cash rental •ay be 

deten i ned illllLtllil~IL..i.li no CQ1111Ui1111e )apd _!CQa_~ 

tliL..lvliiUUll-Dflt-libiiJ:LCilot.ill-u¥-I!L.detl:clllolUI i or 

(b) if the personal representative elects to have the 
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value o~ the farm for far•ing purposes determined under 

72-16-336.• 

Section 1. Section 72-16-337t MCA• is a~ended to read: 

•72-16-337. Application to certain business interests 

de~artment rules. Lll The department shall prescribe 

regul~tlons setting forth the application of 72-16-331 

throu<Jh 72-16-3~2 iloQ-Lli&tlll!l.I.-L:LXbLllllllb-ZlJ In the case 

of an interes~ In a partnershiP• corporation, or trust that, 

with respect to the decedent, is an interest in a closely 

held )USiness within the .eaning of 72-16-453. 

ill--fiiLtllLIIUCII!aaLIIL-tbe....IIUCild I ng -liiiiU.iliU:la-KD 

iotliiL~~t--1D--A-4i~Cil~IIDAC¥-tLYst all the bepaflclacles_Qf 

~biCtLACiii-IIDali!ied_blll(~au:;t __ Uil __ t£eAted __ ~--A-~L~ 

iotiiCil.lita• 

Section a. Section 72-16-338, HCAt is a.ended to read: 

•72-1~-339. Disposition or failure to use for 

qualified use additional tax. (1) There is hereby i•posed 

an additional inheritance tax if within ~§ ~ years after 

the decedent•s death and before the death of the qualified 

heir: 

(a) the qualified heir disposes of any Interest In 

quali~ied real property other than by a disposition to a 

meMber of his faMily; or 

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

use the qualified real property whi~h was acquired or passed 
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fro• the decedent• 

(Zl The a•ount of additional tax iMposed by (1) of 

this section with respect to any interest is the aMount 

equal to the lesser of: 

(a) the adjusted tax difference attributable to such 

inter~st; or 

(b) the excess of the a•ount realized with respect to 

the ;,terest or in any case other than a sale or exchange at 

ar••s length, the fair Market value of the interest over the 

value ~f the Interest determined under 72-16-333• 

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

intere5t for purposes of the Montana inheritance tax• 

aeter~ined without regard to 72-16-331 through 72-16-342 ADd 

~~ti~D~-ll-tbCWYDb-lJJ• over the value of such Interest 

dete~Mined under 72-16-333 bears to a similar excess 

deter~ined for all qualified real property. 

(~I for the purposes of (3) of this sectiono •adjusted 

tax difference with respect to the estate" means the excess 

of wh3t would have been the tax liability but for 72-16-333 

over the tax liability. for the purposes of this subsect;on. 

"tax liability• •P-ans the tax imposed by Title 72• chapter 
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16o 

(5) For the purposes of this section• if the qualified 

heir disposes of a portion of the Interest acquired by or 

passing to such heir or a predecessor qualified heir• or 

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

deteruined under 72-16-333 taken into account under (2)(b) 

of this section vith respect to such portion shall be its 

pro r3ta share of the value of the Interest and the adjusted 

tax difference attributable to the interest taken into 

account with ~espect to the transaction involving the second 

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

the tax imposed by this section with respect to all prior 

trans3c~ions involving portions of the interest. 

t6t--•~~he-~e~e-ef-~he-d+'POS+t+oft-er-ee~at+eft-eee•r• 

.a~e-~hftft-~re-.ontfts-efte-~~-~ftftft-~88-Me~h~-a~~er-t~e-da~e 

ef--~e-dea~ft-e+-~he-deeeden~-~-a.oant-ef-~he-tax-+•posed 

by--tm s -~e-e~+en-s-ftsl-.f.-t.e-..-e~t•eeth -tta-t-not-be+ew-t:e1"0Y-b.,-_.. 

em~ne--de~~•+"ed--by--.-+~+p+Ttng--~--e.oane--ef-ehe-~ex 

de~ere~fted-w~~ou~-re~a~d-te-~h~-sebsee-t~en•-by-a--F~eet+on 

Tft--~•e~--~he--n~mera~er-+~~.-numb~-of-fQ++-.eft-th,-e~er 

~he-deeth-+ft-ewees,-~-~i9-e~-~fte-&eneM+na~or-Ts-&ew 

t~tLbl Tn the case of an interest ac~uired from or 

passing fro• any decedent• if (a) or (b) of subsection (1) 

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

or taJ of subsect.ion (lt of this section. as the case may 
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be• does not apply with respect to the same portion of the 

interest. 

t8tLil The additional tax Imposed by this section is 

due on the day that Is 6 months after the date of the 

disposition or cessation. 

f9tL41 The qualified heir Is personally liable for the 

additional tax with respect to his interest unless the heir 

has f.Jrnished 

72-16-340.• 

Section 9. 

•72-16-339. 

bond that meets the requt reents of 

Section 72-16-339, HCA. is a•ended to read: 

~hen cessation of qualified use occurs. 

For the purposes of 72-16-338• real property 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 

qualified under 72-16-331; or 

(Z) durfnq any period of 8 years ending after the date 

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

the qualified heir• there had been periods aggregating aQ~ 

tbao 3 years er-m3re during which: 

(a) In the case of periods during which the property 

Nas held by the decedent9 there was no material 

participation by the decedent or any nember of his fa•lly In 

the operation of the farm or other business; and 

Cb) In the case of periods during which the property 
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was h~ld by any qualified helr 9 there was no material 

participa~lon by such qualified heir or any member of his 

family in the operation of the far• or other business.• 

Section 10. Section 72-16-3~1• ~c~. is amended to 

read: 

•72-16-3•1· Involuntary conversion of qualified r~al 

property. (1) If there is an Involuntary conversion of an 

interest in qualified real property eftd-~"e-~ua++~~e-he+r 

wte+te,-an-e+~~+ert-ertee~~h+s-see-t:-+on, no tax Is imposed by 

72-16-338 on the conversion if the cost of the qualified 

replace .. nt property equals or exceeds the a~unt realized 

on the conversion. 

(2) If (1) of this section does not apply• toe tax 

i~posed by 7Z-16-338• with respect to any involuntary 

conversion, is the amount of tax that. but for this 

subsection, would have been iMposed on the conversion 

reduced by an amount that bears the sa•e ratio to such tax 

as the cost of the qualified replacement property bears to 

the amount realized on the conversion. 

(3) (a) For the purposes of 72-16-338• any qualified 

replacement property shall be treated in the same •anner as 

if it were a portion of the interest in qualified real 

property that was involuntarily converted, except that with 

respect to such qualified replace•ent property•& 

ttt the •s-,~~ LQ:¥&AL period under 72-16-338 shall 

-20-
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be extended by any period. beyond the Z-year period referred 

to In section 1033(a)(2)(&)(il of the Internal Revenue Code• 

during which the qualified heir was allowed to replace the 

qualified real property~-eftd 

i++t-~~-phs~~~-~+ee--Hftde~~~-i6-336f6t-'"e~~-be 

spp~ep~+~ety-edja•~ed-~e-~eke-+n~e--eee~--~he--e•~eftston 

refe~ed-~-+n-tett+t-af-~h+s-sab~et+en. 

(b) Any tax Imposed by 72-16-338 on the involuntary 

conversion shall be treated as a tax t•posed on a partial 

dlspo•itlon. The provisions of 72-16-339 shall be applied by 

not taking Into account perlod5 after the involuntary 

conver~ion and before the acquisition of the qualified 

replac6•ent property and by treating material participation 

with respect to the converted property as •aterial 

participation with respect to the qualified replacement 

property. 

(4) The rules of the last sentence of section 

10l3(a)(Z)(B) of the Internal Revenue Code apply for the 

purposes of 7Z-16-331f~~tL1Zl(a)(lll• 

t§t--•ft-e~ee~+en-aftd.r-tht9-see~toft-asy-be-.ade-st-saeh 

~?Me-en~-+n-~aeh-maftne~-as-~re~~+&ed-by-~"e-de~s~~men~•" 

Section 11. Section 12-16-342• KCA, is AMended to 

read: 

•12-16-3~2. Time ll•ltations on assessment of 

additional tax. (1) If qualified real property is disposed 
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o~ or ceases to be used for a qualified use• the statutory 

perlo<l for 

72-16-3 38 

the assess111ent of any additional tax under 

attributable 

expl rg. unti 1 3 years 

to disposition or cessation may not 

after the date the depart.ent is 

notified• in a •anner to be prescribed by the depart~ntt of 

the disposition or cessation AL&-_io__tbt__~ of an 

la~uLiat~CX-~uu~ac~LQQ_gc_B&~b~ia __ »Qitb--IZ:lA-341 or 

tsectiaD--Z'l--a~llDAs_~ac1~-~-d§te the qeparteent 

l~-Datlli.119-llf..tba_IJU!Ltc:Bnt.-iiL.tbe..s:rwnLUII-P•opertx Q.r:: 

at_au_Lnt.llnt!Qn_ta_cepla~e-ae-.ll~bange-tbe~Ltx· 

(2} The additional t.ax •ay be assessed before the 

e~piration of the 3-year period referred ~o in (lJ of thfs 

secti~n, notwithstanding the provisions of any other law or 

rule of law that would otherwise preven~ such assessMent•" 

$ection 12. Section 72-16-452• ~CAr is amended to 

read: 

"ll-16-452. Deferred pa·1•ent for transfer of closely 

held bJsiness Interest. (1) If the value of an interest in a 

closely held business that is taxable under Title 72 9 

chapt~r 16, part 3• as a transfer from a decedent who was at 

the time of death a resident of this state exceeds 69~ J~ 

of the adjusted gross estate, the personal representative 

may el~ct to pay all or part of the tax imposed by Title 7Z• 

chap~er 16, part 3• in 2~or more but less than 11 equal 

installm~nts. 
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(2) The maximum amount of tax that may be paid in 

installments by each beneficiary Is an amount that bears the 

same ratio to the tax imposed by Title T2. chapter 16. part 

3, as the closely held business aMount passing to the 

beneficiary b@ars to the clear market value of all property 

passing to the beneficiary• w.ithout reduction for th~ 

federal estate tax due or paid. 

(3) If an election Is made under (l) of this section. 

the first install .. nt 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-~1 for the 

payment of taK Nithout interest. If, however, a credit is 

claimed on the federal estate tax return for state death 

taxes on the estate under the provisions of section 20ll(a) 

of the Internal Revenue Code, as amended, an a~unt of 

inheritance tax due equal to the federal credit •ust be paid 

within the period established In section 2011(c) of the 

Internal Revenue Code, as amended. Each succeeding 

tnstall.ant .ust be paid on or before the date that is 

yP-ar after the date of the preceding installMent •. The 

depart•ent may for reasonable cause extend the time for 

pay•ent of any fnstall.ent under this section, Including any 

part of an additional tax prorated to any installment, for a 

reas~nable perfod but not beyond the date that is 12 •onths 

after the due date for the last installeent. 
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(~) If an election is made under (1) of this section, 

the t3X due may not be further deferred under the provisions 

of 72-16-438•" 

~ection 13. Section 72-16-456, HC4, is amenrted to 

read: 

•rZ-16-456. Interests in more than one closely held 

busln~ss. (1) Interests in two or mor~ closely held 

bu~Jnesses, with respect to which there is taxable under 

Title 72 9 chapter 161 part 3 1 as a transfer from the 

deced-!nt •"re-the" lOX QL-IJQL.e of the total value of each 

busln~ss, shall be treated as an interest In a single 

closely held business. 

(2) For the purposes of the lO~ require~nt of (1) of 

this section, an interest In a closely he1~ business that 

represents the surviving spouse•s Interest in property held 

by the decadent and the surviving spouse as joint tenants or 

tenants In c~mmon shall be treateo as taxable under Title 

72, c~~pter 16, part 3, in determining the value of a 

transfer from the decedent.• 

Section 1•• Section 72-16-463, HCAt is a•ended to 

t"eadl 

"72-16-463. Failure to pay lnstall.ent -- acceleration 

of payment• ~ Lll-E¥~1-AS-DL~iQed jn sub~~joo (2la any 

install~ent gf_uL!~~~ under 72-16-451 through 

72-16-465 is not paid on or before the date fixed for Its 

-24-
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pay.entt Including any extension of tl.e for the payment of 

the i~stall.antt the unpaid portion of the tax payable in 

in$tall~nts •ust be paid on notice and deeand fro• the 

depart~ent. 

Ul-..lf..aDXJ.oliLillBIIt.-'lf..IIUDIO.lllill-IU: I ntereat under 

U::ll>::!tll-tlu:!llUib-..lZ:UdU_..lL_og; Pill d on gr bdgre tilt! 

dilt.ll-ll&tllctlloell-.uuiiJI£-liUliUIOtlWL.Lll-IIJU. Ia ga 111-...li!UbliL.-A 

~--Qf-tbe-dutBA-tblJ~vlslgps gf sub&~tioD-Lll-~ 

illl!llX-IIIUb-U.ill~ll-...illkb-lliiU!IIIt.&-tbli-JI~illlU-IIf 

lZ::ll>::!tfll-•llX-~illllllLILi.tb respect :tll..tbLd&Uaioilt.i.JIIL.IIf 

iot.ulllit..-lUl..J.ut::b Jlilll8•ot.l.-lUIILtbiWI_i s I 8gQUJLa_paoall¥-Lo 

ilD-aiiiQU.aLt:;QYitl t.P .tbll-J:J[QdUct of_n_pt the a•ount of 5"~ 

JliiXDlllDt.&-llllltlglllllL-Itx..J.bli-DIIJibe.c.. of mpntbs 'or f~= 

~llOf-afL&£-.iU~-dut&-and-befg~•llDt-11-8ild&a• 

Section 15. Section 72-16-~6~, HCA, is aMended to 

r-ead: 

*72-1&-464• Acceleration of payment -- other grounds• 

(1) fhe extension of ti•e for payment of tax provided in 

72-16-~52 shall cease to apply and any unpaid portion of the 

tax oayable ~ust be paid upon notice and demand of the 

departaent If• 

f~t--a~e-~h+~d-or-Me~e--+~--•e~ae 4DX--RQL~ of an 

interest in a clos@ly held business that qualifies under 

72-16-452 is distributed. sold, exchanged, or otherwise 

disposed oft or 
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tat--e~§P&~e~e---w~hdrewe~~--ef lt eoney and other 

property liULllluUbl.LU...illkb..lUL.iou.c.ut._i.i w itbdrawo from 

the trad~ or businessy-eft-+n~eres•-+n-wh~eh-~•e++~+-.~er 

fi-~6-~52y-eede-w+~h-respee~--~o--s•eh--+ft~eres~.--e~s•--or 

•~eeed--one-~h+rd-ef~he-we~~-ef-sHeh-trsde-~-bas•ftess aud 

£bll_il.ggC~ilta_gf_.i~dlstcibUtiDD.ia--.iilleaa-_axchiiDQ•sa--QC 

o1bl:L.-dl.i~1111D.i-Ailli-WUbd£illtA1Lil~-llL-~lldl-2~ 

tblWtillll&-gf~lot&U.it• 

(ZJ In the case of a distribution in redemption of 

stock to which section 303 of the Internal Revenue Code or 

so much of section 304 o~ the Internal Revenue Code as 

relates to section 303 applies: 

(a) subsection (1)tat of tbls section does not apply 

wfth respect to the stock redeemed and• for the purposes of 

subsection (l)ffttt the in~erest in the closely held business 

shall be considered to be such Interest reduced by the value 

of th~ stock redeemed; and 

(o) subsection (1Jtbt of this section does not apply 

with respect tv withdrawals of money and other property 

distributed and• for the purposes of subsaction (l)~tt the 

value of the trade or business shall be considered to be 

such value reduced by the ~mount of money and other property 

distributed. 

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

to an exchang~ of stock pursuant to a plan of reorganization 
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descr;oed ;n (DI• (E)• or (F) of sect;an 368(a)(l) of the 

Inter~al Revenue Code or to an exchange to which section 355 

of the Internal Revenue Code or so much of section 356 of 

the I.1ternal Revenue Code applies to section 355, but any 

stock received in such an exchange shall be treated for 

purposes of subsection (lJtet as an interest qualifying 

under 72-16-~52• 

(4) Subsection (l)tet of this section does not apply 

to a transfer of property of the decedent to a person 

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

property-under the decedent•s will, Intestate succession, or 

a trust created by the ~ecedent&-auL--dOA5--Lt--~_tg__a 

:oec.w _ _gf_:o~~.~zuw~~m..:tr.llll:ofec.:o_gf..tba..QLIIIIec.t.lt..tt~~gf 

d.e.iltb..llf..J;bL:tr.llllliXu.liJ:.J...li4J.QJU1->ILJ:<I~-kaosfer i :o__t.g__a 

IIUbJii:..Qf the fDil¥.-MllbJ.D...lJiil-liiUOing gf section 2fiiLU..LU 

gf..J;t&_lQt.IIUIAL&mlliWtLidllla• • 

Section 16. Section 72-16-603, MCA, is amended to 

read: 

"72-16-603. Tax -- how apportioned. (11 Wft~e•• £¥~ 

4li--RLQXidMd-ln-~W~~t.llln-i~~li the will otherwise 

provides, the tax shall be apportioned a~ng all persons 

inter~sted in the estate• 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 J.ft't.erest.ed in the estate. The 
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value; used 

purpose. 

in determining the tax are to be used for that 

(2 I lf the decedent•s will directs a method of 

apportlon•ent of tax different froM the method described in 

this part, the method described in the will controls. 

LlL-U..J;b~..l.LalllllllJili._gf~llllli..-l.Dt.uu:t.G....lll--1.~ 

ut.ilt~--4li- !lescz:ituuL...lo__t.b.L:o-IIJIJ:..t..ai!Ut.-fQIILt.Juw:-M.b.U:b 

t.ulollt.-IIWiec...J;ba-f~.det.<ll-i:Uiltll.-t..il.ll--l.illU--t.bll-..l.iallllit.la:t 

im~~--b~--tbll-fad.llt.al..la¥~llOt.£~_f.b.ll-bAlao~-Pt-tbi~ 

~a£t-a~~lie:o __ a~--it__t.b&--L~Iollt.lgg_-li4Rilit.iAll--ba.d--b~eu 

Pt.llli.~ribed-iO-t.bili-R4t.f.a• 

~f~ SECTION. Section 17• Specjal 

spous••• Ill If property Is qualified 

respect to a decedent• herelnaf~er 

rules for surviviny 

real property with 

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 decedent, for purposes of 

applying this section and 72-16-339 In the case of the 

estate of such surviving spousey active management of a far~ 

or other business by the surviving spouse must be treated as 

material participation by the surviving spouse in the 

operation of the far• or business. 

(Z) For the purposes of subsection (l)• the 

deter~ination of whether property Is qualified real property 

•ith respect to the first decedent •ust be eade without 
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regard to whether an election under 72-16-33~ was made. 

!! ii.IL.Sllllll!lla 

dl sabl Bdo (l) If 

Section 18. Decedents vho are retired or 

on the date of the deceden~•s death• the 

requirements of 72-16-331(16)(c)(li) ~lth respect to the 

deced~Bt for any property are not •et and the decedent 

either was receiving old-age benefits under Title II of the 

social Security Act for a continuous period ending on the 

date of death or was disabled for a continuous period ending 

on the date of death. then 72-16-331(16)(c) •ust 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 72-16-331(16)(C)• 

(2 1 For purposes of 7Z-16-339(Z)(a)• If the 

requirements of 72-lb-331Cl6)(c)(llt 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 t~eated as the 

period l•mediately before the decedent's death. 

l~Y-SftilO~ Section l9o ACtive 111anagement by 

eligibl@ qualified heir treated as material participation. 

(1) For purposes of T2-l6-339t 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 eligible qualified heir in the 
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operation of the farm or business. 

(l) In the case of an eligible qualified heir .. 

subsection (1) applies only during periods during which the 

heir ~ontinue~ to be an eligible qualified heir • 

~EW-SftilO~ Section ZOo No tax If use begins within 

two years. If the date on which the qualified heir begins to 

use the qualified real property, hereinafter referred to as 

the co~Mence.ent date• is before the date 2 years after the 

decedent•s death: 

(1) no tax ~ay be Imposed under 72-16-338 by reason of 

the failure by the qualified heir to so use such property 

before the commencement date; and 

(2) the 10-year period under 72-16-338 must be 

extended by the period between the decedent•s death and the 

com~encement date. 

~EY-Sftila~. Section 21. Special rule for disposition 

of tiMber. In the case of qualified woodland to which an 

election under 72-16-334 ap?lies, if the qualified heir 

disposes of or severs any standinq timber on the qualified 

woodland: 

(1) the disposition or severance is treated as a 

disposition of a portion of the interest of the qualified 

t1eir in the pr~perty; and 

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

respect to the disposition is an amount equal to the lesser 

-30-
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of: 

(a) the aMount realized on the disposition or, in any 

case ~ther than a sale or exchange at arm•s length. the fair 

mar~et value of the portion of the interest disposed or 

severed; or 

(b) the a~ount of additional tax determined under this 

sectiont without regard to this subsection (ZJ(b), if the 

entir~ interest of the qualified heir in the qualified 

voodl3nd had been disposed oft less the su~ of the a~unt of 

the additional tax i•posed with respect to all prior 

transactions involving the woodland to which subsection (2, 

ap~lled. 

(3) For purposes of subsection (2)t the disposition of 

a right to sever Is treated as the disposition of the 

standing ti~ber. The a.ount of additional tax i•posed under 

ll-lb-338 fn a case In which a qualified heir disposes of 

his e~tire interest in the qualified woodland aust be 

reduc~d by any a.aunt determined under thfs section with 

respect to such woodland. 

~EW_S~XlQ~ Section zz. Exchanges of qu~llfied 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 the Internal Revenue Code• no tax ftay be imposed by 

72-16-338 by reason of the eXChange. 
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(2J I'f an Interest: in qualified real property is 

excha1'ged for an Interest in qualified exchange property :o;:.l 

other property In a transaction that qualifies under section 

1031 ~f the Internal Revenue Code• the amount of the tax 

i•posed by 72-16-338 by reason of the exchange must be the 

amount of tax that would have been IMposed on the exchanqe 

under 72-16-338 without regard t~ this section. reduced by 

an a~Junt which bPars 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 exchanged. Fair ~arket 

value nust be determined as of the time of the exchange. 

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

(a) any interest In qualified exchange property must 

be treated In the salle 11anner as If it were a portion of the 

interest Jn qualified real property that was exchanged; 

(b) any tax imposed by 72-16-338 by reason of the 

exchan3e must be treated as a tax i•posed on a partial 

disposition; and 

(c) 72-16-338 must 

participation with respect 

Mate~ial participation 

exchange property. 

be applied by treating •aterial 

to the exchanged property as 

with respect to the qualified 

~fW SfCJJO~ Section 23. Treataent of replacement 

property acqulred in transactions under section 1031 or 1033 

of the Internal Revenue Code. Cl) Except as provided in 

-3Z-
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subsection (Z) In the case of any qualified replacement 

property, any period during which there was ownershiP• 

qualified use, or •aterfal participation with respect to the 

replaced property by the decedent or any •ember of his 

faail~ MUSt be treated as a period during which there was 

such ownership, use, or material participation with respect 

to the qualified replace•ent property. 

(21 Subsection (11 does not apply to the extent that 

the fair •arket value of the qualified replaceMent property9 

as of the date of its acquisition, exceeds the fair aarket 

value of the replaced property• as of th~ date of its 

dispoiition. 

(31 For purposes of this section: 

(a) the tera •qualified replacement property• .eans 

any real property: 

(iJ that is acquired in an exchange which qualifies 

under section 1031 of the Internal Revenue Code; 

(ii) the acquisition of which results in the 

nonrecognition of gain under section 1033 of the Internal 

Revenue Code; or 

(Ill) that Is used tor the same qualified use as the 

replaced property was being used before the exchange; 

tb, the ter• •replaced property• means: 

til the property transferred in the exchange that 

qualifies under section 1031 of the Internal Revenue Code; 
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or 

t i 11 the property COIIpul soril y or i nvol untar i 1 y 

converted within the weaning of section 1033 of the Internal 

Revenue Code. 

Section 24• Section 72-16-491• MCA. is amended to 

read: 

"72-16-~91. Lien for additional tax attributable to 

farm and closely held business property. Cll In the case of 

any iaterest In qualified real property within the meaning 

of 7Z-l6-331~~t11Qlo 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 exists. 

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

the time an election is filed under 72-16-333 and continues 

with respect to any Interest In the qualified real property 

until: 

(a) the liability for t•x under 72-16-338 with respect 

to sJch interest has been satisfied or has become 

unenforceable by reason of lapse of time; or 

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

departruent that no further tax liability •ay arise under 

72-lb-338 with respect to such interest. 

( 3) Sect i o.H 72-16-477, 72-16-479, and 72-16-480 apply 

with respect to a lien imposed by 72-16-491." 
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2 
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'> 

~~~-SftZLQ~a Section 25· Codl~lcation instruction. 

Sections 17 through 23 

integral part of Title 12, 

provisions of Title 72t 

5 sections 17 through 23• 

are intended to be codified as an 

chapter 16, part 39 and the 

chapter lb, part 39 apply to 

6 ~EM $ECIIO~a Section 26. Applicabilitp date. This act 

7 applies to estates of persons dying after October lt 1983. 

-End-
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INTROOUCED 
'4/Jrttue "" ,Kg svocywwtf ,~· ~d 

~ A BIL" FOR AN ACT ENTITLED: •AN ACT TO REVISE MONTANA'S 

5 PROBATS CODE WITH RESPECT TO RENUNCIATION OF SUCCESSION; TO 

6 REVISE THE ALTERNATE VALUATIDN FOR INHERITANCE AND ESTATE 

1 TAXES; TO REVISE THE STATUTES RELATING TO DEFERRED PAYNENT 

B OF INrlERITANCE AND ESTATE TAXES; AND TO REVISE THE 

9 APPORTIONMENT OF ESTATE AND INHERITANCE TAXES; AMENDING 

10 SECTIONS 72-2-1D1o 72-16-331 THROUGH 72-16-335t 72-16-337 

ll THROUGH 72-16-339, TZ-16-3~lt 7Z-16-3ftZt 72-16-it5Zt 

12 72-16-~56 0 l2-16-ft63o lZ··16-461tt 7Z-16-It9lt AND 72-16-603, 

13 MCA; ANO PROVIDING AN APPLICABILITY DATE.• 

1~ 

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

16 

17 

Section 1. Section 12-2-101, MCA, is amended to read& 

•72-2-101. Renunciation of succession. (1) A person or 

18 hfs personal representative or the representative of an 

19 incapacitated or protected person who Is an heir, devisee. 

zo perso~ succeeding to a renounced Interest~ dQD&As-AR~A£ 

Zl g~•ata&&-~a~iQltata--QL beneficiary under a ~e~e.en~~T 

22 +"~~?-.e"~y--e~--s,,e+~ee--an~er--e--~ewer--e~--eppo+"~me"t 

23 e•e~e+,.ed--b.,--a-~~etttarr--+MW...,...,t: UUSL..su:-..Qt.llu 

Zit 

25 

Qli~UIIeD~ last.ru!Dt!llt....DJ:..UllllU-4-QllltCt-llf_apggl.~ 

UU~Uli.Jlll a testilllllJI1.UlWIC- oogtesUiilDUU-..i~IIUIIl.& 

T H I R D RfADJNG 

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

complete text.~~~~~ 



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 NOo 855 

INTRODUCED BY RA~IREZt SPAETH 

A BILL FOR AN ACT ENTITLED: •AN ACT TO REVISE MONTANA'S 

PROBATE CODE NITH RESPECT TO RENUNCIATION OF SUCCESSION; TO 

REVISE THE ALTERNATE VALUATION FOR INHERITANCE AND ESTATE 

TAXES; TO REVISE THE STATUTES RELATING TO DEFERRED PAYMENT 

OF INHERITANCE AND ESTATE TAXES; AND TO REVISE THE 

APPORflONMENT OF ESTATE ANO INHERITANCE TAXES; AMENDING 

SECTIONS 72-2-101t 72-16-331 THROUGH 72-16-335o 72-16-3l7 

THROUGH 72-16-339t 72-16-341t 72-16-34Zt 72-16-45Zt 

72-lb-456, 72-16-463t 72-16-'t64o 72-16-'t91o A~O 72-16-603, 

HCA; AND PROVIDING AN APPLICABILITY DATE,• 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ~NTANA: 

~~ction 1. Section 72-2-101, MCA, Is amended to read: 

•12-2-101. Renunciation of succession. (1) A person or 

his p~rsonal representative or the representative of an 

incapacitated or protected person who is an heir, devisee, 

person succeeding to a renounced interest. d2DAA£-AQRQioteA1 

~~antee&-Le~ieaL&--DL beneficiary under a ~e~~eMeft~&ry 

+"~~PW~eft~y--er--ep~e+n~••--~der--e--pewer--ef--ep~e+"~~en~ 

exere+~ee--eT--e--~es~e•e"~•~y--+n~~r~m~ftt ~LU~-Ot--DLb2L 

ooo1~1tameo~~--lostLYB~-~L-UD~-a-pgw£L-DL-appoiotmeot 

e&eL~ied-b¥-a-1~ameotaL¥-DL--DDDtestameotaL~--LnstLum~ 
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SYL~l~LOO---~lDt---QMO&L-_QL--SYLXi~lQg__jgio~~ta--QL 

beoetl~laL~__g[_~MoeL_-Af __ ~__Josuraoc~QQ1La£t-_gL--aox 

~laeot_-DL__awoet~o-tbeLelo •ay renounce, in Nhole or in 

partw the right of succession to any property or interest 

therei,, including a future interest, by filing a written 

renunciation under this section. The Instrument shall: 

rat describe the property or Interest renounced; 

(b) be signed by the person renouncing; and 

(c) declare the renunciation and the exten~ thereof. 

t~t--tat-An--fns~rd•en~--renedne+ft~--e-presen•-•n~eres~ 

sha~~-~e-f+~e~-•?•h+n--9--•eft~fts--e~ter--~he--des~h--e~--~he 

~eedent-or-the-donee-o¥-the-power. 

fbt--An--+nstru.e~-renonne+n~-e-#~•are-+n~eree•-••y-~e 

f+~ed-"ot-+8~er-then-9-•onths-e~~er--~he--ewen~--d~er•+n+n~ 

tha~--~he--~keP--ef--~~e--prepe~~y--er--+n~ere~~-+~-~fne++y 

e~e~ee+ned-end-h+~-+n~ere~~-+~-+ndefe~,ro+y-ye~~ed• 

tet--fhe-ren~ne+e~+e~--.s~-ee-#+4e~-+n-~he-ee~r~-ef-~~e 

eeun~y-+n-whTeh-p~oeeed+n~$--heve--~een--ee••eneed--for--~he 

e~.+~~~~et+en--of--•he--es~a~e--of--~he--deeea5ed--ewner-or 

deeee~e~-denee-ef-~fte--~ewer--er•--+f--~hey--have--ne~--heen 

ee••eneedy--+n--•h+eh-they-eo~+d-be-eommeneed.-A-eo~y-ef-~he 

renunefe~+on-she+•-~e--de++•e~ed--+n--pe~~on--or--me++ed--by 

reg+s~e~ed--er-ee~~~+ed-ma++-~e-e"T-per~one+-rep~e~en~at+ve 

or-e~~er-f+dae~ary-of-the-deeeden~-or-donee-of-the-powerw-ff 

ree~-~~eperty-or-ftn-+nteres~-~he~e+n-+s-~ene~needy-e-eopy-ef 

-2- HB 855 
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~he-~~a~e+e~+e~-mey-be-~eeo~ded-~ft-~he-e+f+ee-o~-~he-eoaft~Y 

e~e•k-o~-~he-ee~~y-+n-wh+eh~he-~ee~-e~~e~e-+s-s+~w~~ed• 

L~l--IbB-~~uLt-ma¥-aiLK~-~-aetmlt_a-t~u~~~L-_a 

~~a5sntaC¥--DL--OADt~tameot~--la~tcumeot __ tg_-t~~ 

mngitx£-Ae&Dd£-DL-Dtbe£V~U-d&xiate_fLQD_aDX-~~tLl~tlDD--Qn 

~--PD~U£--Df--agmioiltcatLRa&--maoaaemen11-DL-A11acatjga_Df 

llenilfit._uiiAIL!illlliao-tbA.Lili~-~ll£.1J;.liDJl..ao__t.be_uu~;la 

IIL..tbli-IIIIJOJlL-IIaX-lleillat-liC-lmQill.L-J;be...il!;!;llll!llij.bmUDLIILtbe 

IIU£QQj.S~_gf_tbll-tL~-WbUtbU_ht-1be-ii!Q~t.l2D-l!Lt.a&1-tb: 

allD!;atiDD-Df_Qeoeti~al-LRte£~-iD!;oo~i~teat._~b__~ 

QII£Qll.liU£--liL--11X--Dtbti£--UnDlla~b_iWtbo£iU-~~ 

U~IIU:!;LUII• after bti£.LIIO-...illllL-"1111D--DD:t..i..I;L-tD-ill--IUIWtn 

IIU£liDD~-Ileosll~;lall¥-io:t.lli:UUII~~C.ILiU..lD..:t.bLIIil.lllleL 

lllu~;t.ed_Q¥-J;be_!;RU.ti& 

LJl--lb&-iDlitL~Dt-llf-LKDUOkiatiiiD_IIIIj.LQS~~bx 

~--tC4nafergr of tba Jate£e$te hj~_lagal~£eotatiY&s 

tbe_pe~al-c&Rrelentative gf_a_~~~Q__transfecor1--the 

UiU~£-IIs:..:t.b!i-lull.liU..Ilf-tbs...liloal-tltl&-tD-tb&-Q.t.QIIlU:b-tD 

~i£b--tbil-lat.e£~Ul4:t.illia-lo_Qil-ilffll!;ti~e_fgr DIICRQ~li-Df 

lliltiiC.LDiDD-labll£it4D£&-4lllL-AAta:t.il--la&eli£_..tbe jnst.cll~ 

1111ll-IIL_J:e£J~il!w_DD:t....latll£-tbaa-tbe-liat.Llllbl~-lli-ll-~ 

a.lleL-tbs...Iater of tbil-liUII-QQ~-tbe--tJ:tlOSfer ~atiog 

tbL..i.DteL~L..J.D.._tl_illlCliiiQ_js made DL-tbL!Iat.&-li!Llll~-tbe 

lliiL~DD-t1t.tala~-La-xa~-~~t_aQila __ lf_~be __ £1£~um~D!;~--tbat 

-3- HB 855 

1 

2 

3 

4 

5 

6 

1 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

11 

18 

19 

20 

21 

22 

23 

24 

25 

HB 085~/02 

e~tablL~b--tbe __ J:igb:t.__gf __ a__pec~IID-tD-ciiQn~-AD-iatilt~~~t 

atl~•-a~-A--Le~lllt--DL-tbe--llilatb--Df __ aa__lagillfllluai~-tlle 

Lo~tcll~ea:t.~t--alj.D--11L-fllild_lq_:t.be_£aii£Lof-:t.bii-£11YD:t.¥ 

~bec~--Pl:O~adin~--LDD£ecaiag__:t.bi1--11e£J~geat!~---~ta--Ace 

pendl3g_p£_~b8J:8-1bUX-li!Ould-b~-IIUDIIiDII-lf-kllmmaD~f-Laal 

QJ:IIPeJ:t~--P£-4P-iDt8J:elit-1biiJ:eiD-ili-CIIDDUD!;ilds-t1-"DII¥-af-1Ue 

J:eDIID~iatloa_max_bii-J:e£n£11ell-la-tbe __ ntfi£~~ __ ot tne _!;lluatx 

~;leJ:t_aa0-Lii£QC~eJ:-DLtbii-!;IIIIDt¥-io-lllbi~;b-tbL.£ilal-il~ate-~ 

~ltu~~~·--~Pec~aD-eatl:t.leg_:t.g_4-£pPX-n1-:t.be..J.Ditrument lli 

liabl~_fnl:--aDX--11£DAeC--gl~:t.J:illutLRD--P£--11llipD~PD..-I!aQil 

~l:t.bD11t--t1":t.ual__ao:t..l.l;.e_-llf _ _tbe_uaua!;latlaaa_aall_aa_ps~QQ 

matlaa_a_II£11DeC-11llitJ:ibutign_oc_giliPDliltlDD..la Illli•oc~ 

tbU-£aaua£1At1DD-lli...liable __ faJ: __ t1Q¥ __ lill£b--lli~~butliiD--PL 

~l~ga.l:t.lno _ _ia _ _tbil-4bli~Df~l-liD:t.i~;ll_:t.btl:t.-t1Q-~tlua 

bu __ llean--lDitit.u:t.e!l __ £ua:t.il~lDD-:t.be __ ¥alillllx_af_tlle 

UDUD£iatlaO.. 

t~ti~l Unless the deee~eft~--Gr--deftee--e~--~he-powe~ 

t£aD~f~J:QJ:_Df--tbU--la~ has otherwise provided, the 

property or in~erest renounced devolves as though the person 

renoun.cinq had predeceased the decedent or• if the 

appointment was exercised by a te~tamentary lnstrum~nt, as 

though the person renouncing had predeceased the donee o~ 

the po•er• A future interest that takes effect In poss~ssion 

or enjoyment afte~ 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 power. A 

renunciation relates back for all purposes to the date of 

the death of the decedent or the donee of the power. 

t~ttL!i.l ca) The right to renounce property or an 

interest therein Is barred by: 

(i) an assignment• conveyance• encumbrance, pledget or 

transfer of property or interest, or a contract therefor; 

(i I) ·a written waiver of the right to renounce; 

(if i) an acceptance of the pro~erty or interest or 

benefit thereunder; or 

(iv) a Sdle of the property or interest under judicial 

sale made before the renunciation is effected. 

(D) The right to renounce exists notwithstanding any 

ll•ltation on the interest of the person renouncing in the 

natur~ of a spendthrif~ provision or similar restriction. 

(cJ A renunciation or a written waiver of the right to 

renou,ce Is binding upon the person renouncing or person 

waiving and all persons clai•lnq through or under him. 

t5tL21 This section does not abridge the right of a 

person to waive. release, disclal•• or renounce property or 

an interest therein under any other statute. 

f&t--An--~n~eres~--+n--p~eperty-w~~eft-ew~~~~-e"-d~~T-~Y 

+qf~y-e~-~o-whTehy-+f--e--p~e~ent--+nte~e~~~--~he--~+~e--fer 

f+++nft-e-P&nune+e~+en-nnfte~-the-Y~+~o~•-P~&he~e-~ed~-h8~-ne~ 

~•p+red•--er--+f--a--fatare--tn~ere~t.--ehe-+n~ere§~-h~§-ne~ 

_,_ 
~A tct;.., 
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~eeeme-+nde~ee~+b~y-ye~ted-er-the-teker-f~e+~y-eseer~e+nedy 

mey-be-renauneed-w~~h~n-9-M&ft~hs-efter-da+y-~y-~9~§. 

gi __ ~a~LatiiiD--b¥--tbli~Q~--Df__tbe interests-the 

~UQDUQ~IIL£---b.l~---1&gal ___ ~~L~~~~~&---tbe----~L~ 

UIILeUDtatLlfe_-'lf_:tbiLd~liDt&-:t.be-tLuue of aoy trust...io 

•blcb_tbe-intecest-beLog_caoaunced e¥~1-or the bolder g£ 

tba--lagal_-tltlll __ to__tbe--PLDIIIILtX--tD--Wb~b tbe latsr~~At 

Lelata~£-4&-tbe-~a~e_max ba·--~11--ett&RIIt--ta--QQtl!¥--iD 

Ol~llLog_tbllli.ll--llliUWI~--"bli..iJLILJIDQIIID-liL..iJKCd.a.ioallle..II!U.b 

.:eulloable--lllllge~-"llli--AL~l.Q.i.llou-w: __ ..QQtllllll.al 

~e~:lpieot~-nt_tbe_~:liDDUa~~-iD~e~-'lf-tbe rsauociatigo aod 

tbe--iate~:e~t--IIL--PQteatlal_ioteLe~t~b reclpleat ll!ill 

n~:eixe_a~_a_~:a~ult_gi_tba-Leou~laLl~~na 

La.l __ !QX-lDteLU~-LO-PLQPU~-II!nlcb-~1~U-11D--Jul¥--ls 

il.lll£--ll.il¥--bL-UaOUD~lL-atte.: lillb Q!aliJIU L-il!Ua-.ii.li 

PL0¥1de~-lD-tbl~~UI:tiii0&-6D-lateLa.t_tbat~~-~~~-11LiiiL 

tQ __ July __ LL__l~~--lD--40¥-IIliL~WI--IItbUL--tbeD-tbli-~UIIn 

LeQDUO~lDII-l&-ODt-deitLD~-IIL-dlmlDisbed by any__a~iQQ__Df 

tbe-llaL~aD-Leaaun~:log_takeD-uade~:-tbl~-~e~:tlan." 

Sactlon 2. Section 72-lb-331, MCAt is amended to read: 

N7Z-16-331. Definitions for alternate valuation 

puroosas. As used in 7Z-16-331 through 72-16-J~Z aDO 

L~e~tiaa~--li--1bLQYgb-llJ• the following aeflnitlons apply: 

Ll.l __ !A~lxe_managemeat!-m~a£_the-aa&log_g!_JI.iluagc&eot 

-6- HR as~ 



1 

2 

3 

4 

5 

6 

1 

8 

9 

10 

11 

12 

13 

H 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0855/02 

de,;;i~~D~-~~f-a-bYAiD:~~--~~tb~C--~D--tb~--d~ilX-_Q~LatiQQ 

de~:i~ioo~ 

tt~!ll •Adjusted value• means: 

(aJ in the case of a gross estate. the gross value of 

dll transfers subject to the tax imposed by this part• 

determined without r~gard to 72-16-331 through 72-16-342 4D~ 

Lae~:tiQD~--lZ--tbLgugb __ ,lJt reduced by the •~aunt of unpaid 

mortgages and inde.btedness; 

(b) in the case of r-eal or personal property, the 

value of the property for the purposes of this part. 

deterained without regard to 72-16-331 through 72-16-342 ~ad 

L1a,;;tioo~-LZ-tbcgugb_ZJJ, reduced by the amount of unpaid 

mortgages and indebtedness. 

tet!ll •Agreement• means a written agreement signed by 

each person Jn being who has an interest. whether or not he 

is i1 possession, in any property designated in such 

ag~ee~ent consenting to th~ application of 72-16-333 with 

respect to such property. 

t3tLil ~oepartmentM means the department of revenue. 

L~l--~Qi~~led!-mean1-AD-lndi¥idual-.Oo~1-a-m&nt41-oc 

pb~~~al impaic•~ot __ tbat__L:od:L~-Oim-U~hl:_ig_zateLi~ 

pacti,;;J.pate...itL10:_~LatioQ_Q[_a-UicJI_QL_Q1baL-Il.u..:i.l.D.e~ 

L~l--!fllglble_gualifled-beic!-meao~-~--QUAlifiAd--Del£ 

lllbo.l. 

Lal--i1-1be~v~~iog_1pou~_Qf_tb~-d~ed&nt.l. 
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t~tLI! •Farm• ~eans truck tar~s. ranc~es, nurseries, 

ranges, greenhouses• orchards, wondlands, or structures useQ 

primarily for raising 

co~modities. The term 

~gricultural or 

Includes stock, 

poultry, fur-bearlnq animals• and fruit. 

t7tLRl "Farming purposes• ~ans: 

horticultural 

dairy animals, 

(a) cultivating the soil or raising or harvestinq any 

agricultural or horticultural com~odity. including the 

raisi~9" shearing• feeding, caring for 9 training. and 

managing of animdls on a farmi 

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

a farm any agricultura-l or horticultural commodi-ty in its 

unmanufactured state. but only if the owner. tenant, or 

operator of the farm requldrly produces more than one-half 

of th~ commodity so treated; or 

(c) (i) planting, cultivating• caring for. or cuttinq 

trees; or 

(ii) preparing• other than milling. trees for market. 

t&tL2l "Internal Revenue Code• ~eons the Internal 

R~venue Code of l954• A reference to a specific section of 

that code Is a reference to that section as it may be 

label2d or amended. 

-8- HB 855 
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t~tLlgl •Involuntary conversion• ~ans a compulsory or 

involuntary conversion within the meaning of section 1033 of 

the Internal Revenue Code. 

f&tLlLl •Material participation• is determined in a 

.anner similar to the manner used for the purposes of 

section l~OZ(a)(l) of the Internal Revenue Code. 

t~til~ Lal •Member of the family• means, with respect 

to any Individual, en~y the indlvidual•s~ 

Lll ancestor e~l 

!ill-~~ou~e--~Dd--tbe---lio~1---~e~~~4n1~-_gf __ -t~ 

io~i~i~Y4l!~~ouse~ 

DC 

Lilli lineal descendan~y~ 

Li~l-liD~l..DeKiUUI40t~Lt~-l~~llli.!~UDt.i..& 

Lbl--8embeC-Df-tbe-taaiLJ-~SD-iD~U~~_a~~YSe-Qfi 

Lil--tbe-io~l~tgy~l~-liD~de£~ao~ant.i.~ 

!ili-tbe-lioe4l..Des~o~t~o.Ltbe-~i~~·· spgys~ 

liiil-tbe __ _lioe4l ___ ~e~e~4Dts--Df--tbe__iD~~l~ 

~~BOt~.& 

i~l 8--~+"ee+--fte~ee"daft~--ef--e--~reftft~e~eft~--ef--~"e 

+nd+Y~daa~.--~he--spoa~e-e~-~he-iftd+v+d~~+y-o~-~he-~p~a~e-e~ 

a"y-~neh-de~ee~~e~~· For purposes of ~fte-p~eee~+"'--~e"~efte.. 

tbil---~YblC~tiDD--LlZl• a leqally adopted child o~ an 

individual Is treated as a child of the inuividual by blood. 

L4ll-~~-sbace-teo~l~~~s-tbe-e&~es~_Qf~ 
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L4l--tbe-~41Yc-Df-tbe_~codu~_c~ei~~b¥-a-~oc--Df 

l4D~-DO-Wbikb-iU~b-~CD~~-~ 

L~l--~eiL_b~-tbL.Um-DIIW:lU.~IlliiOUS-Df-DCQloll.IUI 

SU~b_QL~~e_w:bi~deL-tbe_lti~B-IIiiW-b~be-~L.. 

Ll!ti..!llwlllfl~b4Dlle-llLDWIU~!..e.aos ceal pc~ 

~bat--i~o__Qe__"ied--tDL--tbC--QY~ie~-~-·et foctb-io 

sub~e~tioD-LlAia 

tt8til~l •oual I fled heir• meanst with respect to any 

property, a member of the decedent's fa•ily who acquired the 

propertr or to whom the property passed fro~ the decedent. 

If a qualified heir disposes of any interest In qualified 

real property to any ~ember of his family, such member shall 

thereafter be treated as the qualified heir with respect to 

such interest. 

ttrtLLAl •Qualified real property• means real property 

located in this state that was acquired from or passed fro• 

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 use bX-tbe-~~~~ot_oc_a_membec-Df-tbe-ae~dcnL!s 

LamllJ• but only If: 

(a) 50% 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 qua 1 i f i ed use ~-tbe--~~.t:J1eot __ g£ _ _y __ memuu--DL-1tlf: 

-10- HB 655 
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d~~d~OL!A-famll~; and 

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

qualified heir of the decedent; 

(o) 25% or more of the adjusted value of the gross 

estate consists of the adjusted value of real property that 

meets the requirements of (a)(ll) and (c) of this 

subser:t I on; 

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

decede~t•s death there have been periods aggregating 5 years 

or more during which: 

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

Dember of the decedent's fa•ily and used for a qualified use 

b¥-LDe-dac.edeat....w:_il_.,ll•bfiL.Qf_UlL.!k!adllnt •• ta.ll ¥l and 

(il) there was .aterial participation by the decedent 

or a •ember of the decedent's family in the operation of the 

farm or other business; and 

(dt the real property is designated in the agreement 

referred to in subsection t2t L~ of this section·~~ 

lel--i1--ila--=l~lgo_~m.ae-~itb-L~Pect to aUilll!Led 

wggg!~OdL-tLfilli~-YLQMlag_go_~u~b-WaQQlilad_miiX-nQt_bB__L~~ 

illi.-il..kUIIU. 

t+~tLlll (a) •Qualified replacement property• means: 

(i) in the case of an Involuntary conversion as 

descri·bed In sectH>n 1033(a){l) of the Internal Revenue 

Code. any real property into which the real property is 

-11- He 855 

1 

2 

3 

4 

5 

6 

1 

a 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2ft 

25 

HB 0855/0Z 

converted; 

(i i) In the case of an involuntary conversion as 

described In section 1033(a)(2) of the Internal Revenue 

Code• ~ny real property purchased bJ the qualified heir 

durinQ the period specified in· section lU33(a)(2JtBtLAl of 

the Internal Revenue Code for the purpose of replacing the 

qualified real property. 

(bJ •Qualified replace•ent property• only includes 

property that is ~o be used for the qualified use set forth 

in (aJ or (b) of subsection t~3t i14l of this section under 

which the qualified real property qualified under 72-16-333· 

tt~tL14l (a) •Qualified use" ~ans devotion of the 

property to any of the ~allowing: 

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

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

business of farming. 

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

requ i re11ent s of 5ubsection tUt.uAJ.(c), residential 

buildi~gs and related l•provements on the real property 

occupied on a regular basis by the oNner or lessee of the 

real ~roperty or by persons employed by the owner or lessee 

for the purpose of operating or maintaining the real 

prop~rtv• and roads• buildings. and other structures and 

improvements functionally related to the qualified use shall 

be treated as real property devoted to the qualified use. 

-12- HB 855 
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t4~l-!QY&Llfiad-MggdlAQd!_meaos_anx-~l prppertx tba~ 

Lal_-is_u~ad_lo-Lia~pa~o~Bd 

{Ql--i~-aD-idantifiabla_a~aa_gf_lapd£_~ as dp~cg 

llL.-al.iler area, f.oL-Jidl.Lt.b-Le".C.d.s.-4J:.L.O.Q.cmallx •al otal o.e.d.-.io 

~dw::till8-timllllL.QII&ta.:tl~. 

LlQl-!~:tudto:t!--aB&Ai--8D--l~ldual as detlped IU 

it~iPD-l~llal!~l-of-:tbe-lo:tatnal-&lx&DUe-'odaa 

LZll-~imbaL-PPtLa.:tlons!-a~ 

Lal--:tb&--olaa:tla~~ull!xa:tl~~iDa_fD~Qt~~ing 

ilL.t.Lf:Ui._Q.C. 

!Dl--:tlla..lltc&PUa:tlQll&-P:tb&L-:tbaD-alll.lllg • pf trn~tc 

•.u.k.~.· 

Section 3. Section 72-16-332, MCA• is amended to read: 

w72-l6-l32. Property acquired from decedent defined. 

Property Is considered to have been acquired from the 

decedent If the property: 

(l) is so considered under section 1014(b) of th~ 

lnter~al Revenue Code; 

(l.J is acquired by any person from the estate +" 

§e~+sfaee+on--e~--~he--~+~h~--e~--s~eh-~e¥~eft-~8-ft-~eeH~+&~y 

l""e~aest:i or 

( 3) is acquired by any person from a trust +ft 

'~~+~~aet+en--o~-~-~~hty-wh+eh-s~eh-per,eft-has-by-pee~eft-o~ 

the-dea~h-o~-~he-deee~eft~y--~e--rece+Ye--#~e~--~he--~P~~~--e 

,~e+f+e-do~~ep-a~e~n~-~he~-+s-~e-eq~+•a•eftt-of-e-peean+s~y 
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.-eqt2e:>t :tn_:tbg_&li.Ullt...J.bL_Q[Dpa.r:;tx_i:;_.lll!;].ullalllL..Ln..:ttlt 

g~o~~-~~:ta:tC-Pf-:tba_da~dao:t•• 

Section 4• Section 72-16-33~, MCA, is amended to read: 

"72-16-333. Alternate valuation of certain farm or 

business real property lieitation. (1) If the decedent 

was at the time af his death a resident of this state and 

the personal representative elects to have 72-16-331 through 

72-16-3'tZ and-!;.~a~;:tigg:;.._iL:tb.t..CWll.II-W apply ana files an 

agree~ent with the department, 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 

72-16-33lt~ttLl6i as qualified real property. 

(2) The aggreqate decrease in the value of qualified 

real property taken in~o account for the purposes of the 

Montana inheritance tax that results fro•. the application of 

(1) of this section may not exceed S50o,ooo 1D-tbe~as2-Q£_a 

dar:alll:u:t_dtiDP-!It.iar:_:tg illlaa.an ~IllllfB 1.._12llh-aBd..!DUJ1P:t 

ax~~-il~aQQQ_fgr:-Ae~dtat~d~:tbar:eaf:ta~·" 

Section 5. Section 72-16-3349 MCA, is amended to read: 

"72-16-334. Election of alternate valuation. An 

election for valuation under 72-16-~31 thrvugh 72-16-342 and 

L~e~£iQO~--l1-_£bLQUgb __ ZJJ must be m~de within }g ~onths of 

the date of the decedent's death and must be made in such 

manner as the departmen~ may prescribe. Lbe-el~LiQQA_ga~ 

madaa_i~-lcc~~us;~l~•" 
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Section 6. Sect·ion 72-16-335, MCA, is amended to read: 

"72-16-335. Valuation of fdrms. (1) Except as provided 

in t~t ill of this section, the value ot a farm for far~fn~ 

purposes is determined by dividing the excess of the averag~ 

annual gross cash rental for coMparable land used for 

farming purposes and located in the locality of the farm 

over the average annual state and local real estate taxes 

for c~mparable land by the average annual effective interest 

rate for all new federal land bank loans• For purposes of 

the ~receding sentence, each average annual computation must 

be made on the basis of the 5 aost recent calendar years 

endin~ before the date of the decedent•s-death. 

L~l--lL-tbace_ls oo ~gsgALable_-IQo~-f~ wblch tbe 

iiOllWil-a>UIL-~Llli.LWllib-I:Biltiil..max-bLae~LIIl..alH!..IUit.--l:.l:leu 

lli-"IIPiiLilbl.L-lilol!..fLIIIWibil;D~bll-ilu.tii!IB-llel.-lilliiLL.anul 

mA~-be-determjoad1_MbeD-~Ubi~tiQQ-Lli_l~_ggpljeds •ayerage 

illlllllill--Wlt--lilliiLII--Llllltill!-IIU:iLbL.Iillblitll.utllll-fllr-!illt.liUI!il 

illlllllil.l-ll~illib-LB.otill:.a 

t~tLll The ¥oraula in (1) ii~Zl of this section may 

not bP. used: 

(a) if it is establIshed that there Is no co11parable 

land froM which the average annual gross cash rental may be 

deter~lned iiOd--tbilt-tbaLA-ili-1111-"•lliiLilblB-liloQ_fLgm~b 

tlll!..illi.&Lilllll-~libaJ;L.Ulllil1.:.11il.Lbll->letliLIIiOI:d; or 

fb) if the personal rep~esentative elects to have the 
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v~lue of the farm for farming purposes determined under 

TZ-16-~16.• 

Sactlon 7. Section 7Z-16-337t MCA. is a•ended to read: 

•72-16-337• Application to certain business Interests 

department rules. L1l The department shall prescribe 

regul3tions setting forth the application of 72-16-331 

throuqh 72-16-342 illld-Lli~IID6_ll_tnLgugb-'lJ In the case 

of ~n interest In a partnership, corporation, or trust that, 

with r~spect to the decedent, is an interest in a closely 

held business within ~he Meaninq of 72-16-~53, 

L~!--EOL--tbe __ PJILQQa&:i __ gf__tbe_~ding_:i!:~k&L-iiD 

iDUC~:t.-l.n..ii..lli&Utlll.niiLJ<-:t.LIIli:t.-illl_tbe._bWl.U.~tlllli..-lU 

¥bi'll--~~e-_QIIalifil:d--ba1Lli--•llli:t.__be_~~4tl:d-illi-il~~n:t. 

intlU:.!l:i.ta• 

Section a. Section 72-16-338• HCA, Is amended to read: 

"72-16-338. Disposition or failure to use for 

qualifi~d use-- additional tax. (1) There Is hereby imposed 

an additional inheritance tax If within tS 1g years afte~ 

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

heir: 

(a) the qual I fled heir disposes of any Interest in 

qual ifled real property other than by a disposition to a 

member of his fa•ily; or 

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

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

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

this section with respect to any Interest is the amount 

equal to the lesser of: 

(a) the adjusted tax difference attributable to such 

inter~st; or 

(b) the excess of the a~ount realized Nith respect to 

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

arm's length, the fair Market value of the Interest over the 

value of the interest deter•ined under lZ-16-333. 

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

adjusted tax difference attributable to an interest is th~ 

a•ount 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 ~ontana Inheritance tax. 

deter•ined without regard to 12-16-331 through 72-16-342 and 

~s~'~iaas--l1--tbcgugb__Z3J9 over the value of such interest 

deter~ined under 72-16-333 b~ars to a similar excess 

deter~ined for aJl qualified real property. 

I~) For the purposes of (3) of this section~ •adjusted 

tax difference with respect to the estate• means the excess 

of what would have been the tax liability but for lZ-16-333 

ov~r the tax liability. For the purposes of this ~ubsection~ 

"tax 1 lability" Means the tax imposed by Title 72• chapter 
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16o 

15) For the purposes of this section, if the qual I fled 

heir disposes of a portion of the interest acquired by or 

passi~9 to Such heir or a predecessor qualified heir• or 

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

deterwined under 72-16-333 taken into account under (Z)(b) 

of tnis section with respect to such portion shall be its 

pro r~ta 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 

trans~ctions involving portions of the interest. 

t&t--f+-the-dste-of-~he-e+~e~+~~en-&P-ee~se~Te~-eeears 

eere-~ften-+@8-men~hs-end-+ess-~hen-ise-•ene~§-ef~r-~he-de~e 

of-the-eee~h-&~-~he-~eeedent•-the-emo~n~-o~-~he-~ex--+•po§ed 

ey--t"f~-seet+on-~he++-be-red~eedy-b~t-no~-~e~ew-re~oy-by-an 

amettnt-~e~e~mTned-by--ea+t+p+yfnq--~he--ame~nt--o~--the--tex 

deteT~tned--w+thodt-re9erd-~&-~h+~-~ttbseetfftfty-by-e-~reetron 

+n-wft~eft-th@-ft~mePe~e•-?s-~~e-"~beT-ef--fa++--months--a~te~ 

the-dee~h-+"-exee~s-e~-ire-aftd-~~e-~e"em+ne~or-•~-&9. 

t~tL~l In the case of ~n interest acquired from or 

passin~ froM any decedent~ if (a) or (b) of subsection (l) 

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

or (d) of subsection (lJ of this section. as the case may 

-18- HH 855 
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be• j~es not apply with respect to the same portion of the 

interest• 

f9tLil The additional tax imposed by this section is 

due on the day that Is 6 months after the date of the 

disposition or cessation. 

t9tL8l The qualified heir Is personally liable for the 

additional tax with respect to his interest unless the heir 

has furnished bond that meets the requirements of 

72-16-340·· 

;ection 9. Section 72-16-339 9 MCA 9 is amended to read: 

•72-16-339. When cessation of qualified use occurs. 

For the purposes of 72-16-338• real property ceases to be 

used for the qualified use If: 

use 

(l) the property ceases to be used for 

set forth in TZ-16-331 under which 

qual if I e!-1 under 7Z-.16-331; or 

the 

the 

qualified 

property 

(Z} during any period of 8 years ending after the date 

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

the q~allfled helrt there had been periods aqgreqating maLe 

tban 3 years er-•e~e during which: 

(a) in the case of periods during whicn the property 

was held by the decedent• there was no material 

participation by the decedent or any member of his family in 

the ooeration of t~e farm or o~her business; and 

(b~ in the case of periods during Nhich the property 
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was held by any qualified heir, there was no material 

participation by such qualified heir or any Member of his 

fa~ily in the operation of the farm or other business.• 

s~ctlon 10. Section 72-16-3~1, ~CAr Is amended to 

re.td: 

•TZ-16-341. Involuntary conversion of qualified r~al 

property. (1) If there is an involuntary conver-sion of an 

intere$t in qualified real property e"d-ehe--q~e+tf+e~--~~T~ 

~teke•--ert--e+eett-8ft-ttrtiftii!P-t:h.._.,--~e't+e"' no t:ax is imposed by 

72-16-338 on the conversion if the cost of the Qualified 

replace•ent property equals or exceeds the amount realized 

on th~ conversion. 

(Z) If (1) of this section does 

i~posed by 72-16-338• with re~pect 

conversion, Is t:he amount of tax 

not apply, the tax 

to any Involuntary 

that, but for this 

subsection• would nave been imposed on the conversion 

reduced Dy an amount that bears the same ratio to such tox 

as the cost of the qualified replaceMent property Oedrs to 

the amount realized on the conversion. 

(3) (a) for the purposes of 72-16-338t any qualified 

replacement property shall be treated in the same ~anner as 

if it were a portion of the interest In qualified real 

property that was involuntarily converted• except th~t with 

respect to such qualified replacement property+£ 

tTt the t~-yee~ ln:xeac period under 7Z-16-33B shall 
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be eatended by any period, beyond the 2-year period referred 

to 1n section l033(a)(2t(8)(i) of the Internal Revenue Cadet 

during which the qualified heir was allowed to replace the 

qualified real property•-an~ 

tT+t-~~e-p~e~e~~-peP+ee-~~e•--,2-~&-338t6t--•~e++--be 

eppP~,r+e~ety--ediastee--~o--~e~e-+nto-eeeo~n~-~fte-eM~efts•eft 

refer~ed-to-~-tett+t-ef-~ft+~-~~,~~+eft• 

(DI Any taK i~osed by 72-16-338 on the Involuntary 

conversion shall be treated as a tax l•posed on a partial 

disposition. The provisions of TZ-16-339 shall be applied by 

not tdklng into account periods after the involuntary 

con¥ersion and before the acquisition of the qualified 

replac~•ent property and by treating material partl~ipation 

with respect to the converted 

p~rti:ipation with 

property. 

respeet to the 

property as ~aterial 

qualified replace.ent 

I 41 The rules of the last sentence of section 

1033(•1(2)(81 of ~he Internal Revenue Code apply for the 

purposes of 72-16-331t~itLlil(al(lil• 

t5t--A"-e+~ct+on-u"de~-~h+~-~ee~+en-•er~ee-Mede-et-~ueh 

~+•~-~~ft-+"-~~e~-Meftfter-e~-p~eser+bed-by-~he-depsr~~e"t•• 

Section 11. Section 72-16-3~2, MCAt is a~ended to 

((>3d: 

•72-16-3~2· Time 1 iiRitations on assessmE"'nt of 

additi::>nal tax. (1) If qualified real property is disposed 
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of or ceases to be used for a qualified use, the statutory 

perio1 for the assessment of any additional tax under 

72-16-336 attributable to disposition or cessation May not 

expire until 3 years after the date the department Is 

notified, in a manner to be prescribed by the depart.ant, of 

the disposition or cessation QLs __ iQ--Lhe--~aaa__at___.n 

iDltlllllDUJ:.:t--!ODDltliUiliD-..RC--il~illlllll j D wb~b 12-11z:lll..IIJ:. 

LU,tl.Do..Ul..Aooll~~.U.-;L.~tUU..f~L.IIlU.L.. the departuot. 

i:;. __ QQt.lf~f-t.be-'.IUl}~•IUit.-llf-tbLo:.IIDltiiJ:.t.l:.d-ll~J:..t..lt.-J;U: 

gf_ao_Lot.eotliiD-t.D-J:.~la~-11'-ll~bao~bLPI:.QD~· 

(Z) The additional tax may be assessed before the 

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

section. notwit~standing the provisions of any other law or 

rule of law that would otherwise prevent such assessment.• 

Section 12. Section 72-16-452, MCA, Is amended to 

read: 

"72-16-~52. Deferred payment for transfer of closely 

held business inter@st. (1) If the value of an Interest in a 

closely held business that is taxable under Title 72t 

chapter 169 part 39 as a transfer from a decedent who was at 

the time of death a resident of this state exceeds &~• J2Z 

of the adjusted gross estate, the personal representative 

may elect to pay all or part of the tax imposed by Title 1Z• 

chapter 16, part 3, in Z or more but less than 11 equal 

installments. 
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(2) The maximum a~ount of tax that may be ~aid in 

installMents by each beneficiary is an amount that bears the 

same ratio to the tax imposed by Jitle 72, chapter 16• part 

3• as the closely held business amount passin9 to the 

beneficiary bears to the clear market value of all property 

passing to the beneficiary? without reduction for the 

federal estate tax due or paid. 

(3) If 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 Is not more 

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

payaent of tax without interest. If, however, a credit is 

claimed on the federal estate tax return for state death 

taxes on the estate under the provisions of section 20ll(a) 

of the Internal Revenue Code, as amended• an a~unt of 

inhe~itance tax due equal to the federal credit must be paid 

within the period established in section ZOll(c) of the 

Internal Revenue Code. as amended. Each succeeding 

installment must be paid on or before the date that is 1 

year ~fter the date of the preceding installment. The 

department may for reasonable cause extend the time for 

payment of any installment under this section, including any 

part of an additional tax prorated to any install•ent• for a 

reasonable period but not beyond the date that Is 12 months 

after- the due date for the last. installment. 
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(4) If an election is made under (l) of tnis section, 

the t3K due may not be fu~ther deferred under the provisions 

oF 7l-l6-43a.• 

Section 13· Section 72-16-456, MCA, is amended to 

read: 

"7Z-16-456. Interests in more 

business. (1) Interests in t~o or 

than one closely held 

more closely hPlct 

businPsses. with respect to which there is taKable under 

Title 72, chapter 16, part 3• as a transfer from the 

deced~nt me~--~~e" 20\ CC-~ of the total value of each 

busin~ss, shall be treated as an interest in a single 

closely held business. 

(2) For the purposes of the 20* requirement of (1, of 

this section, an interest in a closely held business that 

represents the surviving spouse•s interest in property held 

by th~ decedent and the surviving spouse as joint tenants or 

tenants in co~nmon shall be treated as. taKable under T i t.l e 

72, chapter 16t part 3, in deter111fning the value of a 

transfer from the decedent.• 

Section 1~. Section 72-16-463, ~CA, is amended to 

read: 

•72-16-~&3. Failure to pay Installment-- acceleration 

of payment. H Lll-fJU:II~LIIClll(igllll-lD ... :il.lll~Ulla-ill.l. .lf 

any io,tallment gf_Q~illal--QL...-iat~t under 7Z-16-451 

through 72-16-•65 is not paid on or before the date fixed 
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for its pay~nt• includfnq any extension of ti•e for the 

payment of the installMent, the unpaid portion of the tax 

payabl~ in installments must be paid on notice and de~and 

froM the department. 

L~l-l~illU.illlHD:Lllf-JULa~;~LliL-l.llt.anli.t..lmau 

U:;J.io:;!tll_tlwlllall-IZ.:.U.:~.U-lll1t ga I d llll-llr before -tt~e 

aata __ aete~aLoea__u~e~--5llb~~;tigQ_J.ll-~ut_J.s_~!Q_~lhLa_6 

!IIIDUli.-PLtllLilaUs-t.bLIILQliUJ.llllLDf-5llbu~;~D-LU..dg__aQt 

illllll¥- -llli.tb--U~IUlJ;:L-tl!--JLIU;b_..Jl4¥111UU;s....l.bA-IlUil!.UilJIDS-llf 

IZ:;J.Q:;!t~l-•~allt_appl¥-~b-~~e~;t_tQ-lbe_dgter•ioal~ 

.i.Dteu:.t_all..W~...IIUH~.I-A!llLtllet:LlL~Ull...a aeaal ty 1 n 

aa_ugllllt_-lllluaLtQJ.bll_gt:QlluJ;~!iJ_af..l.bLUDII~-2L~~ 

ail¥llllllto. multlpl iell..lll<..l.be...llllGK--DL..IIll~bL-A< fra'-l,j,g~ 

tllet.ll!lf-aftllt:.-~~-4ale..aod-befau paxmeot i s._aalll:.a ~ 

Section 15. Section 72-16-464, MCA, is a.ended to 

read: 

"72-16-464. Acceleration of pay•ent -- other grounds. 

(1) The extension of time for payment of tax provided in 

72-16-~5Z shall cease to apply and any unpaid portion of the 

tax payable must be paid upon notice and demand of the 

departAent If• 

t~t--e"e-~h+r&--e~--•ere--+"--ye+ae aD¥- gprtjga of an 

interest In a closely held business that qualifies under 

72-16-~52 is di~tributed 9 sold~ exchanged~ or otherwise 

disposed of~ or 
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t&t--aqgrega~e--w+~hdrewe•,--of if money and other 

property Altt:i~lllabls-ta_~u!;b_aa_lotet:e~~itblltawn fro~ 

the trade or businessT-eft-+n~e~e$~-+ft-wh+eh-~ae~+f+ea--aft~e~ 

~~-i&-~~~.--•s&e--w+~--respee~--~o--saeh-+"~ere~~y-e~as+-or 

eMeeed-o"e-~h+rd-of-~~e-ye+ue-of-~ueh-~rade-or-bu~+ne~$ aad 

tb& _ _aQg~ea•te--nf--5UJ;b-ll~tt:ibllllo~~~a-~pg~at: 

lltb&~-lliU~iliD~-illlll-llilbllU..alLWIYab~elLs;.u~_!i!a-af 

tbe..nlliL.af-li~U;b-.i.at.ann• 

(2) In the case of a distribution In redemption of 

stock to which section 303 of the Internal Revenue Code or 

so •~ch of section 30~ of the Internal Revenue Code as 

relat~s to section 303 applies: 

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

Hith respect to the stock redeemed and, for the purposes of 

subsection (l)tet, the Interest In the closely held business 

shall be considered to be such interest reduced by the value 

of th~ stock redeemed; and 

(o) subsection (l)tbt of this section does not apply 

with respect to wi~hdrawals of money and other property 

distributed and. for the purposes of subsection [l)t&t• the 

value of the trade or ouslness shall be considered to be 

such value reduced by the amount of money an~ other property 

di std buted. 

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

to an exchange of stock pursuant to a plan of reorganization 

-26- HB B55 
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descri>ed In (D)• (EI• or (F) of section 368(a)(1) of the 

Internal Revenue Code or to an exchanqe to which section 355 

of the Internal Revenue Code or so much of section 356 of 

the laternal Revenue Code applies to section 355, but any 

stock received in such an e~change shall be treated for 

purposes of subsection (l)tet as an l·nter.est qualifying 

under JZ-16-452. 

(4) Subsection (l)fet of tnls section aoes not apply 

to a transfer of property of the decedent to a person 

entitled by reason of th~ decedent•s death to receive such 

property under the decedent•s wlllt intestate succession, or 

a trust created by the decedentA_ggL-QAe&-lt-Appl¥-XR-a 

liW:l~-llf..li~Q~t...t.ulllifllU-lltJ.bil-P~S:h by reas~ 

deatb__gf tbe ttaaliLIIS:IIL£..liQ_lg~illi...IIKb-t.l:.aQlifu j • tg a 

Ullbli:S:-IILtbe faall~..Uill.a-t.be..lltilli~aLu~QILUUUJ..L!U. 

llL.t.lm-laUS:WIL&iu!IIIWL~• • 

Section 16. Section 72-16-603, MCA, Is amended to 

read; 

"72-16-603. Tax -- how apportioned. (1) Mn+e~~ f~ut 

a~_QJ:2~ldad-1D-~Ub~~ig~l_.aad_uQ~~ the will otherwise 

provides. 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 interest of each person 

interested In the estate bears to the total value of the 

interests of all persons Interested in the estate. The 
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value~ used in determining the tax are to ~~ used for that 

purpos~. 

(2) If the decedent's will directs a ~thod of 

in apportionment of tax different from the method described 

thi~ pdrt• the ~ethod described in the will controls. 

ill--Lf__tbe__li.a~llltlai-_gf_pez:~go:;_la.t.&s:~la-tbe 

&~t.a~~-ali-d~s:lbed-ia_.t.bl&-u.s:.t.__dlffli:L--fs:ga__tnlllit--Mbl~ 

~:;~1t--~Dd&l:--tbe_-fede~.al__:~.t.atll:-.t..ax_l~1-tbll-li.ablll.t.lllli 

img~d-b¥-tbe-fedas:.al-l.a.-~tl:lll-AD~-tb&-b.aLao~_gf~ 

llllU.--illlllll&li-illi..-lL-tbe_uliJUllllg_Hillllll.t.i~-llillLbeen 

~S:Mli~ib&d-la-.t.bili_gaLta• 

~fM-S£l:IlQUa Sect-ion 11. Special rules for surv1vinq 

spous~s. (1) If property is qualified redl property with 

respe~t to a decedent. hereinafter 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 decedent. for purposes of 

applying this section and 72-16-339 in the case of the 

estate of such surviving spouse. active •anagement of a farm 

or other business by the surviving spouse must be treated as 

11ateri al participation by the surviving spouse In the 

operation of the farm or business. 

(Z) For the purposes of subsection (1), the 

deter•ination of whether property is qualified real property 

ttith respect to the first decedent mus-t be made withou-t 

-2a- HB 855 
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regar1 to whether an election under lZ-16-334 was aade. 

~EW-~la Section 18• Decedents who are retired or 

disabled. (1) If on the date of the decedent's death, the 

requirements of 7Z-16-331(l~)(cl(li) with respect to the 

decedent for any property are not ~t and the decedent 

e1ther was receiving old-age benefits under Title II of the 

Social Security Act for a continuous period ending on the 

date of death or was disabled for a continuous period ending 

on th~ date of death• then 7Z-16-331(16J(c) must be app11ed 

with respect to such property by substituting •the date on 

which the longer of 

[sectl~n 18(11] began• 

the continuous periods described in 

for •the date of the decedent's 

death" In 7Z-16-331(16)(c)o 

( 2) For purposes of 7l-16-339(21(a), If the 

require•ents of 72-16-331(16)(c)(ii) are met with respect to 

dny 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 ~reated as the 

period lm•ediately before the decedent's 1eath. 

lLW_SftiiUH• Section 19• Active manageJRent by 

eligible qualified heir treated as material participation. 

(1) For purposes of 72-16-339, the active management of a 

farM 3r other business by an eligible qualified heir or a 

fldu:iary of an eligible qualifted heir must be tre~ted as a 

material participation by the eligible qualified heir in the 

-Z9- HB 855 
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operation of the farm or business. 

(21 In the case of an eligible qual if led helrt 

subsection (1) applies only during periods during which the 

heir continues to be an eligible qualified heir• 

~E~ftll~ Section 20. No tax If use beqins within 

two years. If the date on which the qualified heir begins to 

use the qualified real property, hereinafter referred to as 

the co~encement date, is before the date 2 years after the 

decede~t•s death: 

(1) no tax may be imposed under 72-16-338 by reason of 

the failure by the qualified heir to so 

before the commencement date; and 

use such property 

{21 the 10-year period under 72-16-338 must be 

extended by the period between the decedent's death and the 

commencement date. 

~~~-SE~D~a Section 21. Special rule for disposition 

of tinber. In the case of qualified woodland to which an 

electi~n under 72-16-33~ appl lest if the qualified heir 

disposes of or severs any standinq timber on the qualified 

woodland: 

(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 additional tax i1npo;J.ed by 72-16-338 with 

respect to the disposition is an amount equal to the lesser 

-JO- HB 855 



1 

z 

3 

"' 
5 

(, 

1 

8 

9 

10 

11 

12 

13 

1"t 

15 

16 

11 

18 

19 

zo 

Zl 

Z2 

Z3 

24 

£'j 

HB 0855f02 

of: 

(~) the amount realized on the disposition or, in any 

case ~ther ~han a sale or exchange at arm's length, the fair 

markat value of the portion of the interest disposea or 

sever~J; or 

(b-) the amount of additional tax determined under this 

section, without regard to this subs~ction f2J(b), if the 

entire interest of the qualified heir in the qual lfied 

woodland had been disposed of, less the sum of the a.ount of 

the addi~ional tax i~posed with respect to all prior 

transactions involving the woodland to which subsection (2) 

applied. 

(3) For purposes of subsection (2)t the disposition of 

a right to sever Is treated as the disposition of the 

standing tiMber. 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 qualiFied woodland must be 

reducad by any amount determined under this section with 

respect to such woodland. 

afK-S~IlQHt Section 22. Exchanges of qualified real 

property. Cl) lf 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 th~ Internal Revenue Code 9 no tax may be imposed by 

72-16-338 by re~son of the ~~~hange. 
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(2) If an interest in qualified r-eal prope-rty is 

excha,lged for an interest in qualified exchanqe property and 

otner property in a transaction that qu~lifies under section 

1C3l of the Internal Revenue Codew the amount of the tax 

imposcJj by 72-16-336 by reason of the exchcmge must be the 

amount ~f tax that would have been i~posed on the exchang~ 

under 12-16-338 without regard to this section. reduced by 

an am~~nt Nhich bears the same ratio to such ta~ as the fair 

market value of the other property bears to the fair market 

value of the qualified real property exchanged. Fair market 

value ~ust be determined as of the tiMe of the exchange. 

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

(a) any interest in qualified exchgnge property must 

be treated in the same manner as if it were a portion of the 

interest in qualified real property t~at was exchangedi 

(b) any tax imposed by 72-16-338 b~ reason of the 

exchange must be treated as a tax imposed on a partial 

disposition; and 

(cJ 72-16-338 •ust be applied by treating •aterial 

participation with respect to the exchanged property as 

Material participation with respect to 

exchange property. 

NEW~CIID~a Section Z3. Treatment 

the 

of 

QUalified 

replace•ent 

property acquired in transactions under section 1031 or 1Q33 

of the Internal Revenue Code. (1) Except as provided in 
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subse=tlon (2) In the case of any qualified replacement 

property• any period during which there was ownershiP• 

qualified use. 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 ownershlp 9 use, or •aterial participation with respect 

to th~ qualified replacement property. 

(Z) Subsection (11 does not apply to the extent that 

the fair ~arket value of the qualified replacement property, 

as of the date of its acquisition, exceeds the fair market 

value of the replaced property. as of the date of Its 

disposition. 

(3) For purposes of this section: 

Cal the term •qualified replacement property" Means 

any real property: 

(i) that is acquired in an exchange which qualifies 

under section 1031 of the Internal Revenue Code; 

(ii) the acquisition of which results in the 

nonrecoqnltlon of gain under section 1033 of the Internal 

Rf:'ven·J~ Code; or 

(iii) tha~ is used for the same qudlified use as the 

repl.Jced property was being used before the e)l'change; 

<bJ the term "replaced property• means: 

( i J the property transferred in the exchange that 

qualifi~s under section 1031 of the Internal Revenue Code; 
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,.,. 
or 

l i i I the property compul sor i 1 v or i nvol untar i 1 y 

converted within the meaning of section 1033 of the Internal 

Revenue Code. 

Section 24. Section 72-16-491• MCA• is a•ended to 

read: 

"72-16-491. Lien for additional tax attributable to 

far• and closely held business property. (1) In the case of 

dny i,~e~est in qualified real p~operty within ~he meaning 

of 7Z-16-33ltt~til~• an amount equal to the adjusted tax 

difference attributable to such interest within the meaning 

of 72-16-338C3) is a lien in favor of the state on the 

property in which such Interest exists. 

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

the time an election is filed under 72-16-333 and continues 

•ith respect to any interest in the qualified real property 

until: 

(a) the 1 iability for tax under 72-16-338 with respect 

to such interest has been satisfied or has become 

unenforceable by reason of lapse of time; or 

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

depart.ment that no further tax I iabil ity may arise under 

72-16-338 with respect to such inter~st. 

(.3) SQctions 72-16-477, 72-16-479• and 72-16-480 apply 

with respect to a 1 ien imposed by 72-16-491•" 
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1 ~f~SftilQU. Section 25. Codification instruction. 

Z Sections 17 through Z3 are Intended to be codified as an 

3 integral part of Title 12, chapter 16, part 3, ~nd the 

4 provisions of Title 72, chapter l6t part 3, apply to 

S sections 17 through 23. 

6 ~~W-if'l!U~& Section 26. Applicability date. This act 

1 applies to estates of persons dying after october lt 1983. 

-End-
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