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1 interestss;
BILL NO. =24 !

2 {c)} income held for future distribution under the
2 INTRODUCED BY
3 t s of th ili t t; and
3 BY REQUEST AF THE REVENUE OVERSIGHT COMMITTEE erms of the will or trust:
4 L3 {d) dincome which is to be distributed to the
9 b ficiarie eriodicall t
5 A BILL FOR AN ACT ENTITLED: ®AN ACT TO GENERALLY REVISE AND eneficiaries periodicallys whether or not at  regular
& intervalss and the income collected by a guardian of an
5 CLARIFY LAWS PERTAINING TO INCOME TAXATION OF ESTATESe
7 infanty to be held or distributed as the court may directy
7 PROPERTY HELD IN TRUSTy AND BENEFICIARIES OF ESTATES GR
a8 and
8 TRUSTS; AMENDING SECTION 1530135 MCA; PROVIDING AN -
9  IMMEDTATE EFFECTIVE DATE AND AN APPLICABILITY DATE." v tey-—income-——of-——an-——estete——during-—the——period—of

10 10 adnédnistracion-or-settiement-permitted-by—subsection—{33--of
11 this—seetion—to—bhe—deducted—from—the—net—incomey—tihe—tux

11 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
B 12 with—referenee—ta—whith—+9—to—be-potd-by-the—fiducierys
12 Section L. Section 15-30-135, MCA+ is amended to read:
13 2 The fiduciary shall be responsibl i
13 n15-30-135. Tax on beneficiaries or fiduciavies of 2) Y ponsible for making the
. 15 return of income for the estate or trus i
14 astates or trustse (1} A tax shall be imposed upon either € o ust for which he actsy
15 whether the fiduciary or the beneficiaries be are ¢ bl
15 the fiduciaries or the beneficiaries of estates and trusts Y A axable
15 with reference to the income of such estate or truste. Fhe
16 as hereinafter provideds except to the extent such estates
; 17 net-rneeme—of-an-estote—or-trust-shali-be-—computed—in—the
17 and trusts shall be held for educationals charitables or
18 Same-—manner—and-—en——the——same—basis—as—previrded—in—thia
18 religious purposess which tax shall be levieds collecteds
R 19 chapter—for—individuet-taxpayersy-except—that——there--shnii
19 and paid annually with respect to the income of estates or
. . 20 aiso-—-be-alttowed-as—a—deducstion—any—part—of-the—qgross—incoeme
20 of any kind of property hefd in trusty including:
21 whichy-pursuent-to-the-terms-eof-the-witi——or——geed—ereating
21 (a) income received by estates of deceased persons
22 the——trusty——i3-pord-to-or-heltd-for-the—dnited-States-or—
22 during the period of adainistration or settlesent of the yoovsTee o * nrte atesor—any
23 astotey—territoryy—or-any-pelitical——subdiviston—ithereof——or
23 estates;
24 the—gistrict—of-cotumbias In cases under subsections f{a)_and
24 (b} income accumulated in trust for the benefit of
R R 25 {d) end-te} of subsection (i) of-this—sectiony the fiduciary
25 unhorn or unascertained persons or persons With coentingent
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shall include in the return a statement of <ach
beneficiary®s distributive share of sweh net incomey whether
or not distributed before the close of the taxable year for
which the return is made.

{3} In cases under subsections (a)s (b)s and £C) of
subsection (1) ef-this—sectionys the tax shall be imposed
upon the fiduciary of the estate or trust with respect to
the net income of the estate or trust and shall be paid by
the fiduciarygqr-except—thot—in—determining—the-—net-incone—of
the--estate——of--any-—-deceased-—person—during-the-period-of
admi-nivtration-er—settlenenty—there——aay——be——deducted—the
amounrt-—af-—any-—ineome-—-properiy-——paid—eor—eredited-to-ony
}egateevy—heiry-or-other--benefieinryr—in—svech--casesy—ehe
fidueiary—af-——the—estate-or—trust-—shali-be-niloued-the—same
exempti-ons—as—are-allowed-ta—single—persons-under—i5-36—+i2
and—the—fiduciory-of-any-estate—sr—trust—crented-by-a-persen
not——a--resident—or—of-an—estate—of—a—person—not—-p-reaident
sheali-pe-subjece—to—a——tan——onty-—to-—the——entent——to—wirich
indiyiduota-other-than—residents—are—tioble—under—15—3d—13is

+oy-—tay-Hhere——shali-—pe—atiowed——as—an—additionat
deduetion—in-econputing—the—net—income—of-the-estete—or—trust
the-anount—of-the—income—of-the——estate—or—erost—for—its
tonable——year——whieh—i+9—to—be—distributed-currentiy—by—the
fidueiary—to-the—benefieiories—ond-the-anount—of—the——incone
eot}ected—by-a-quardion—of-an—infanty—which—is—to—be—hetd—or
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distributed-—as—-—the-—~eourt-——-may-——directy—but—the—-amount-so
aowed—as—a—deduetion—ashali—be—inciuded-—in——computing——the
net——income—of-the—benefietaries—whether-distributed—to—thenm
ar—hotv——Any——amount-—-allowed-—as—ea-—dedaction—-—nnder——th+s
subseetion—shati——not—be—aliowed—as—a--deduction—under
subsection—t4iibi——of——this——section—in—the—same—or——any
syeeeceding-taxebie—years

tor——in-—the——ease——of-—incone—received——by—estates—of
deceased-persons—durirng-—the--period——of-—adminiatratvon——or
asttiement—of—the—estate-and-in—the—ease—of-income—whichy—in
the——diseretion——of-the-fiduesiaryy—may—be—evrther-distributed
to—the-beneficiary—ar—accundhat edy—there—shati—pe-alowed—es
an—addi-tionol-dedustion—in—ctomputing—the-pet—income——of——the
estate——or—trust——the-anount-ef-the-ineomne—sf-the-estate-or
trust—for-—its—tanable——year—whieh——ia—preperty——pord—or
eredived-——during--—such—yesr-—te——any—legoteeyr-—heirvy—or
benefictaryy—but~the-amsunt-se—allowed—as—o-deduction——shalt
be——inctaded-——in—computing-—the--net-income—of-the—tegateery
heiry—or-beneficivreys

te} If the taxpayer's net income for sueh the taxable
year of the estate or trust is computed upon the basis of a
period different from that upon the basis of which the net
income of the estate or trust is computeds then his
distributive share of the net income of the estate or trust

for any accounting period of such estate or trust ending

—dp—



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

LC 0373701

within the fiscal or calendar year shall be computed upon
the basis on which such beneficiary®s net income is
camputeds In Such casessy a beneficiary not a resident shall
be taxable with respect to his income derived through such
estate or trust only to the extent provided in 15-3G-131 for
individuals other than residents.

5414) The fiduciary of a trust created by an eaployer
@s a part of a stock bonusy pensiony or profit-sharing plan
for the exclusive benefit of some or all of his employeesy
te which contributions are made by such employer or
employeesy or bothy for the purpose of distributing to such
employees the earnings and principal of the fund accumulated
by the trust in accordance with such planse shall not be
taxable wunder this sections but any amount contricuted tao
such fund by the employer and al} earnings of such Ffund
shall be included in computing the inccome of the distributee
in the vyear in which distributed or made available to hime

+6¥{5) Where any part of the income of a trust other
than &a testamentary ¢trust i$s or way be applied to the
payment of premiums upon policies of insurance on the 1life
of the grantor (except policies of insurance irrevocably
payable for +the purposes and in the manner specified
relating to the so-called #charitable contribution®
deduction) or to the payment of premiums upon policies of

life insurance under which the grantor is the beneficiarys
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such part of the income of the trust shall be included in
computing the net income of the grantore*

NEH SCCTION. Section 2. Computation of net income of
estates or trusts, (1) Except as otherwise provided in this
chapters ®gross income® of estates or trusts means all
income from whatever source derived in the taxable vyeare
including but not limited to the following items:

{a) dividends;

{b) interest received or accruedsy including interest
received on obligations of another state or territory or a
countys municipalitys districty or other political
subdivision thereofy but excluding interest idncome from
obligations of:

{i) the United States government or the state of
Montana;

{ii) a school district; or

(iii) a countys municipalityes districte or other
political subdivision of the statej

(c) income from partnerships and other fiduciaries;

{d) gross rents and royalties;

(2} ygain from sale or exchange of propertyy including
those gains that are excluded from gross income for federal
fiduciary income tax purposes by section 641({c) of the
Internal Revenue Code of 1954y as amended;

(f)} gross profit from trade or business; and
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(g) refunds recovered on federal income taxy to the
extent the deduction of such tax resulted in a reduction of
Montana Income tax liabilitye

{2} In computing net incomey there are allowed as
deductions:

[a) interest expenses deductible for federal tax
purposas accarding to section 163 of the Internal Revenue
Code of 1954y as amended;

(p) taxes paid or accrued within the taxable years
including but not 1limited to federal income taxs but
excluding Montana income tax;

(c} that fiduciary*s portion of depreciation or
depletion which s deductible for federal tax purposes
according to sections 167y 6lly and 642 of the Internal
Revenue Code of 1954y as amendeds;

{d) <charitable contributions that are deductible Ffor
federal tax purposes according to section 642(c) af the
Internal Revenue Code of 1954, as amended;

{e} administrative expenses claimed for federal income
tax purposess according to sections 212 and 642(g) of the
Internal Revenue Code of 1954y as amendedy if such expenses
were not claimed as 2 deduction in the determination of
Montana inheritance tax;

(f] losses from fires stormy shipwrecks or other

casualty or from thefty to the extent not compensated for by
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insurance or otherwisey that are deductible for federal tax
purpases according to section 165 of the Internal Revenue
code of 1954, as anended;

[g} net operating loss deductions allowed for federal
income tax under section &42(d} of the Internal Revenue Code
of 1954y as amendads except estates may not claim losses
that are deductible on the decedent®s final return;

(h} a1l benefits raceived as federal employees®
retirement not in excess of $3,6003

{i) 811 benefits paid under the Montana teachers”
retirement system that are specified as exempt from taxation
by 19-4-706;

(jy alt benefits palid under the Montana Public
cmployees® Retirement System Act that are specified as
exempt from taxation by 19-3~10%5;

{k) a11 benefits paid wunder the Montana highway
patrolmen®s retirement system that are specified as exempt
from taxation oy 19-6-T05;

{1} Montana income tax rafunds or credits thereof;

{m) all benefits paid under 19-11-€02y 195-11-604y and
19-311-605 to retired and disabled firemen or their surviving
spouses or children;

(n) all benefits paid by first— or second-class cities
for the Meontana police officers® retirement system provided

for by the metropolitan police law;

—8-
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(o) all benefits not in excess of $360 received as an
annuitys pensions or endowment under private or corporate
retirement plans or systemse

{(3) 1In the case of a shareholder of a corporation with
respect to which the election provided for under subchapter
S5« of the Internal Revenue C(ode of 1954y as amendedy is in
effect but with respect to which the election provided for
under 15-331-202 is not in effects net income does not
include any part of the corporation®s undistributed taxable
incomey net operating loss, capital gains or other gainse
profitsy or 1lousses vrequired to be included in the
shareholdert*s federal income tax net income by reason of the
election under subchapter S. Howevers the shareholder®s net
income shall include actual distribution from the
corporation to the extent it would be treated as taxable
dividends if the subchapter S. election were not in effecte

NEW SECT1iNe Section 3. Adjustments to income of
estates and trusts. {1} The fellowing additional deductions
shalil be allowed in deriving taxable income of estates and
trusts:

(a} oany amount of IiIncome for the taxable year
currently required to be distributed to beneficiaries for
such year;

(b} any other amounts required to be distriouted,

paids or credited for the taxable year;
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{c) the amount of 60% of the eoxcess of the net
long—term capital gain over the net short-term capital loss
for the taxable yeara

{2) The following exemptions are allowed for estates
and trusts:

{a) $600 for an estate;

{b) %300 for a simple trust; and

{c) $100 for a complex trust.

{3) The amount of tax must be determined from taxable
income of an estate or trust in the same manner as the tax
on taxable income of individualsy by applying the rates
contained in 1i5-30-103. Credits allowed individuals under
Title 15y chapter 30y also apply to estates and trusts when
apolicableas

{#} Remedies available for the administrations
enforcementy and ccliection of individual income taxes also
apply to estates and trustse.

NEHWH_SECTJQONe Section 4. Effective date -
applicability. This act is effective on passage and approval
and is applicable to taxable years beginning after Oecember
31y 1982.

NEA . SECTIINe Section S« Codification instructione
Sections 2 and 3 are intended to be codified as an integral
part of Title 15y chapter 30s part lv and the provisions of
Title 15y chapter 30y apply to sections 2 ond 3.

~End=-
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Approved by committee
on Taxation

SENATE BILL NG 242
INTRODUCED BY GAGEs TOWE
BY REQUEST DF THE REVENUE DVERSIGHT COMMITTEE

A BILL FOR AN ACT ENTITLED: AN ACT TO GENERALLY REVISE AND
CLARIFY LAWS PERTAINING TO INCOME TAXATION DOF ESTATESy
PROPERTY HELD 1IN TRUSTy AND BENEFICIARIES OF ESTATES OR
TRUSTS; AMENDING SECTION 15-30-135y MCA; PROVIDING AN

IMMEDIATE EFFECTIVE DATE AND AN APPLICABILITY DATE.™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MUNTANAG:
Seetion 1. Section 15-30~135, MCAy i5 amended to read:
»15-30-135, Tax on beneficiaries or fiduciaries of

estat2s or trustse {1) A tax shall be imposed wupon either
the Ffiduciaries or the beneficiaries of estates and trusts
as hereinafter provideds except to the extent such estates
and trusts shall be held for aducationals charitabley or
religicus purposes, which tax shall be leviedy collected,
and 2aid anmnually with respect to the income of estates or
of any kind of property held in truste including:

(2) income recefved by estates of dececased persons
during the operiod of administration or settlement of the
astate;

(b) income accumulated In trust for the benefit of

unborn or unascertained persons or persons with contingent
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interosts;

{c} income held for future distribution under the
terms of the will or trusti and

(d}) income which is to be distributed to the
beneficiaries periodicallys whether or not at reqular
intervalss and the income collected by a guardian of an
infanty to be held or distributed as the court may directt
anda

tey——income———-of-——an~~—estate--doring-—the-—poertosd-—of
asdainistration-or-setttempent-permitted-by-subseetion-{3y--of
this--section-—-to~~be-~deducted-from-the-net-fneomer-the-tax
wretR-reforence-to—-uhiech—+3-to-be-patd-by-the-fiductorys

{2) The fiduciary shall be responsible for making the
veturn of income for the estate or trust for which he acts,
whether the fiduciary or the beneficiaries be gre taxable
with reference to the income of such estate or trust. ¥Fhe
net-iveone-~of-an-estate-or-trast-sheti-be--computed-—in—the
same--ganner--and--on--the-~sane—-basvre-—~as-provided-+n—this
chapter-for-indtvidual-taxpayerasy-except——thaot--there-—shat
stso-~be~attowed-ans-a-deduetion-any-part—of-the-gross-income
whichy-pursuant-ta-the-terms-of-ehe-witt-—or-~deed--creating
the——trusty-—is—paid-to-or-hetd-for-the-tnited-Staces-or-any
statey—territoryy-or-any-potttreni-—subdivisiron--thereof--or
che-Biserict-of-Eotumbiar 1In cases under subsections jal_aod

{d) ama-{e3 of subsection {1) of-th¥s—sections the fiduciary

-2=- SB 242
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shall include in the return a statement of each
beneflciary®s distributive share of sueh net incomes whether
or not distributed before the cluose of the taxable year for
which the return is made.

{(3) In cases under subsections (a)s (b)e and (c)} of
subsection (1) of-this-seeerdony, the tax shall be imposed
upon the Ffiduciary of the estate or trust with respect to
the n2t income of the estate or trust and shall be paid by
the fiductarygy-exeept-that-in~deternining-the-net-incone—of
the--esstate——of-—any--deceased-~person—during-the-pertod-of
sdmintstration-or-settienenty--there—-~may--be--dedueted--the
anount-—of-—any-—income~~-properiy--paid--sr--eredited-to~any
tegqateev-heiry-or-other——benefictaryv-—in——sutn-~casenr——the
frductary-—-of——the-estate-ar~-trust—-shati-be-atlowed-the-sane
exenptions-as-are-ationed-to-singte-persons-ander——15~38-112
and~the-fiduetary-of-any-astate-or-trust-erested-by-a-person
Rot-—a-~resident-—gr-of-an-estate—of-a-person-ast-a-restdent
shati-ne-subiert-to-a~~tax--onty-—to--the~—extent-—to--which
tndividuais-other-chon-residents-are-tieble-under-1i5-30-131v

t4y--tat~-Fhere~—-ghati~~be-—aiiowed-+az-~an-~addi+ttonal
deduction—in—conputing-the-net—incone-of-the-estate-or-trust
the-amount-of-the-incone—of-the-—estete—-or-—trust—~Ffor--ics
taxtble-—year——which——is——to-he-distribpted-currentiy-by—the
fiductary-te—the-benefictaries-and-the-amount-af-~tha-—ineome

eoiested-by-n-quardian—sf-an—infanty-whieh-is-to-bhe-held-or

-3- 58 242
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distrtbuted--as~--the--cogrt--may--diresty——bat—the-amount-3¢
attowed-as~a~deduetion-sheii-pe-inctuded-—in-~computing-—the
net--income-of-the-banefictaries-whether-distribared-to—thenm
ap—motr-—Any--amsunt--allowed-~ns--a--deduction-—under-—this
subsection—-—ahati-—-not——pe—-a}towed--as--a—--deduction--under
stbsectiron—t4rthy-—ef-——this-~asection-—in--the--sane-~or-—sny
sueeeeding-taxable-years

tbi--Ein——the--ease--sf-—income--recaivad-——hy-estates—of
deceassed-persons-during-—the--period--aof-——adnintstracion—-or
sstttement-of-the-astate—and-in-che-case~sf-income—whichy-in
the——diseretion——of-the-fidustaryr-may-be-either-di+strrbuted
to-the-benefictary-or-accomutatede-there-shati-he~altoned-os
an-additionat-deduection—+tn-conputing-the-pnet-income——of-~the
estate-~or-—trost--the-amsunt-eof-the-income-of-the-estate-or
trnst-for--fta--taxabte—~~year--whieh--ia--property--paid-~or
eradit ed-—~during---sueh--year--~to-~any-+tegoteey-~heiry--or
beneficiaryy-bot-the-amsunt—so-otioned-as-a-deduction-~snaid
be--inetoded—in--computing-—the——net-income-of-the-}egateey
hetry-or-beneficiarys

te¥ If the taxpayer®s net income for suech the taxable
year of_ the estate or trust is computed upon the basis of a
period different from that upon the basis of which the net
income of +the estate or trust is computeds then bhis
distributive share of the net income of the estate or trust

for any accounting period of such estate or trust ending

- 5h 242
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withina the fiscal or calendar year shall be computed upon
the pasis on which such beneficiary®s net income is
computede In such casess+ a beneficiary not a resident shall
be taxable with respect to his income derived through such
estata or trust only to the extent provided in 15-30-131 for
individuals other than residentse

t%+48) The fiduciary of a trust created by an employer
as a part of a stock bonusy pensions or profit-sharing plan
for the exclusive benefit of some or all of his employeesy
to which contributions are made by such emnployer or
employeesy or bothy for the purpose of distributing to such
employees the earnings and principal of the fund accumulated
by the trust in accordance with such plany shall not be
taxable wunder this sections but any amount contributed to
such fund by the employer and all earnings of such fund
shall be included in computing the income of the distributee
in tie year in which distributed or made available to hime.

t63L9) Where any part of the income of a trust other
than a testamentary trust Iis or may be applied to the
payment of premiums upon policies of insurance on the life
of the grantor (except policles of insurance irrevocably
payable for the purposes and in the manner specified
relating to the so-called ®charitable contribution®
deduction) or to the payment of premiums upon policies of

life insurance under which the grantor is the beneficiary,

G SB 242
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such 2art of the income of the trust shall be included in
computing the net income of the grantore*

MEM _SECTIONS. Section 2. Computation of net income of
estates or trustse (1) Except as otherwise provided in this
chapters ™gross income™ of estates or trusts means all
income from whatever sourcea derived in +the taxable vyeary
including but not limited to the following itemss

{a) dividends;

{b) interest received or accrueds including interest
received on obligations of another state or territory or a
countys municipalitys districts or other pelitical
subdivision theraofy but excluding interest income from
obligations of:

(i) the United States government or the state of
Montanaj

(iéi) a school districts: or

(iii) 8 countyy municipalitys district, or other
political subdivision of the state;

(¢} income from partnerships and other fiduciariess;

{d) gross rents and royalties;

{e) gain from sale or exchange of propertys including
those gains that are excluded from gross income for federal
fiduciary Income +tax purposes by section 641(c) of the
Internal Revenue Code of 1954y as amended;

{f) gross profit from trade or business; and

-6- SB 242
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(g} refunds recoverea on federal income taxe to the
extent the deduction of such tax resulted in a reduction of
Montana income tax liability.

{2} In computing net income, there are allowed as
deductions:

(3} interest expenses deductible for federal tax
purposes accerding to section 163 of the Internal Revenue
Code of 1954, as amended;

{b} taxes paid or accrued within the taxable yeary
including but not limited to federal income taxsy but
excluding Montana income tax;

{c} that fiduciary's portion of depreciation or
depletion which is deductible for federal tax purposes
according to sections 167¢ 611y and 642 of the Internal
Revenue Code of 1954y as amendad;

{d) charitable contributions that are deductible for
federal tax purposes according to sectlion 642{c) of the
Interaal Revenue Code of 1954y as amended;

{e} administrative expenses claimed for federal income
tax parposess according to sections 212 and 642(g) of the
Interiatl Revenue Code of 1954y as amendedsy if such expenses
were not claimed as a deduction in the determination of
Montana inheritance tax;

{(f) 1lossas from firey stormy shipwrecks or other

casualty or from thefts to the extent not compensated for by
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insurance or otherwises that are deductible for federal tax
purposes according to section 165 of the Internal Revenue
Lode of 1954y as amended;

(9) net operating loss deductions allowed for federal
income tax under section 642(d) of the Internal Revenue Code
of 1954y as amendedy except estates may not claim losses
that are deductible on the decedent®s final return;

th) all benefits received as federal employees?
retircaent not in excess of $3,600;

(i) all benefits paid wunder the Montana teachers®
retirement systeam that are specified as exempt from taxation
by 19-4-7063

(j) all benefits pald under the Montana Public
Employees?! Retirement System Act that oare specified as
exempt from taxation by 19-3-105;

(k} al1 benefits paid wunder the Montana highway
patrolment's retirement system that are specified as exempt
from taxation by FI9-6-T05;

{1) Montana income tax refunds or credits thereof;

{m) all benefits paid under 19-11-602+ 19-11-604y and
19-11-605 to retired and disabled firemen or their surviving
spouses or children;

{n} all oenefits paid by first- or second-class cities
for the Montana police officers® retirement SysStem provided

for by the metropolitan police Taw;
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(3) al) benefits not in excess of $360 received as an
annuitys pensions or endowment under private or corporate
retirement plans or systems.

{3) In the case of a shareholder of a corporation with
respect to which the election provided for under subchapter

S5« of the Internal Revenue Code of 1954y as amendedy is in

effect but with respect to which the election provided for

under 19-31-202 is not in effecty net income does not
include any part of the corporation's undistributed taxable
incomey net operating losss capital gains or other gainss
profitss or 1losses required to be included in the
shareholder*'s federal income tax net income by reason of the
election wunder subchapter S. Howevers theé shareholder's net
income shall include actual distribution from the
corporation to the extent it would be treated as taxable
dividends if the subchapter 5. election were not in effecte.

NER.SECIION. Section 3. Adjustments to income of
estatas and trustse {l) The following additional deductions
shallt be allowed in deriving taxable income of estates and
trusts:

{a) any amount of income for the taxable year
currently required to be distributed to beneficiaries for
such year;

{b) any other amounts reguired to oe distributedy

paide or credited for the taxable year;
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fc) the amount of 60% of the excess of the net
long-term capital gain over the net shart-term capital loss
for tha taxable year.

{2) Fhe-~foltltowing--exemptions-ape-allowed-for~estntes
and-trustas

tay-~5$600-Ffor—-an-estatet

tby-~9360-For-a-simplre-trusts-and

tey-~5$100-For-a-complex—trusts JTHE EXEMPTION ALLOWED
EQB__ESTAIES _AND__JRUSTS IS  THAT _EXFMPTION PROVIQED _IN
12:39:112121LAl-ANQ.li:iQ:llZiﬁla

{32} The amount of tax must be determined from taxable
income of an estate or trust In the same manner as the tax
o taxable income of individualse by applying the rates
contained in 15-30-103. Credits allowed individuals under
Titie L5y chanter 30y also apprly to estates and trusts when
applicable.

(%) Remedies avaitlable vfor the administrations
enforcements and collection of individual income taxes also
apply to estates and trusts.

NEM_SECTIQMe Section 4. Effective date -
applicabilitys This act is effective on passage and approval
and is applicable to taxable years beginning after December
31y 1952

NEW _SELTIION. Section 5« dCodification insStructione

Sections 2 and 3 are intended to be codified as an integral

=-10- 58 242
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1 part of Title 15y chapter 30y part l» and the provisions of
2 Title 15y chapter 30y apply.to sections 2 and 3.
~End~
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SEMATE BILL NO. 242
INTRDDUCED BY GAGEy TONWE

BY REQUEST OF THE REVENUE OVERSIGHT COMMITTEE

A BILL FOR AN ACT ENTITLED: ™AN ACT TO GENERALLY REVISE AND
CLARIFY LAWS PERTAINING TO INCOME TAXATION OF ESTATESe
PRGPERTY HELD IN TRUST, AND BENEFICIARIES OF ESTATES OR
TRUSTS; AMENDING SECTION 15-30-135y HCA3 PROVIDING AN

IMMEDIATE EFFECTIVE DATE AND AN APPLICABILITY DATE.™

BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section la Section 15-30-135y MCAy is awended to read:
=}15-30-135. Tax on beneficiaries or fiduciaries of

estatas or trustse (1) A tax shall be imposed upon either
the fiduciaries or tha beneficiaries of estates and trusts
as hereinafter provideds except to the extent such estates
and trusts shall be held for educationals charitables or
religious purposesy which tax shall be levieds collected,
and 92ald annually with respect to the income of estates or
of any kind of property held in trusty including:

(a) income received 61 estates of deceased persons
during the period of administration or settlement of the
estate;

{t) income accumulated in trust for the benefit of

uynborn or unascertained persons or persons with contingent
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interests}

{c) income held for future distribution under the
terms of the will or trusts and

{d) income which is to be distributed to the
beneficiaries periodicallyy whether or not at requl ar
intervalse and the income collected by a guardian of an
infante to be held or distributed as the court may directy
andg

te}-—ineoue-—-ef--—an—--estu!e*-duf&ng-fthe-—per+od-ef
adaintstroatton-or-settiement-peraitted-by-subsection-{3y—of
this--section-~to--be-—dedaeted-from—the-net-incomty—the—tax
with~reference~eo—which~is-to-he-pald-by-the—Fidueiarys

{2) The fiduciary shall be responsible for making the
return of income for the estate or trust for which he actse
whether the fiduciary or the baneficiarias be are taxable
with reference to the income of such estate or truste Fhe
nee-ircone~of-an-estate-or-trust-shati-he--computed--in-—the
same--manner--and-~on~-~the--same-~-pasta~-as-provided-in~this
chapter—-for—-individuat-taxpsyersy—except--thst~-there--shaii
atso-~be-attowed-ns-a-deduction-any-part-of-the-gross~income
whichy~porsoent-to-the~termes~of-the-witt~—or-~deed--ereating
the--trusty--ia-patd-to-er-hetd-for-tha-tnited-States—eor-any
stater—terrdtoryy-or-asny-potiticat-—subdivision-~thereof--or
the-gistrict-of-Eotumbias in cases under subsections {a)_and

{d} snd-{e} of subsection (1) of-this~sections the fiduciary

-2- SB 242
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shall include in the return a statement of each
beneficiary®s distributive share of such net incomes whether
or not distributed before the close of the taxable year for
which tha return is mades

{3) In <cases under subsections {a)y (b)ls and (c) of
subsection (1) of—this—secttony the tax shall be imposed
upon the fiduclary of the estate or trust with respect to
the n2t income of the estate or trust and shall be paid by
the fiduciarygr-execept-shat-in—determining-the-net—income—of
the-~sstate-~ef-~any—~deceased--person-—during-the-period-of
sdministration—sor-settiementy—-there-—nay-—-be--dedoetad-—the
amount-—of~-—any--+neone——properiy-—paid-—or——eredited—to-any
tegateay-hairy-or—other--baneficiaryy-—in-—such--cosesy——the
fiduetary——of-<tha-astate-or—trust-shali-be-attowed-the-sane
exempttons—as-are—atiowed-to-singie—persons-under--15-36-1i2
and—the-fidueiary-of-any-estate-ar-truast—ereated-by-a-parson
not--a-~¢esident-~or-of-sn-estate-of-a-peraon—-not-a-resident
shald-be-subject-to-a--can--onty--to--the——extent-~eo--whiech
ndividunis-other—chan-residents-are-tiabie-under-15-36-131v

+4¥~-~toai-Fhere-~~shalti--be—atiowed--as-—an--addieionat
deduction-in—computing-the-net—income—of-tha-estate-or-trust
the-amount~of-the—incone-of-the--estate——or--tpust—Ffor—its
toxeble-—year—-whieh——is~-to-be-distridoted-currentiy-by—the
fHduciary-to-the-heneficiories-and-the-anoune-of-the--income

eoltezted-by~a-gquardian-of-an-infanty-which-is~to-be-held-or
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distributed-—as-—the--court--may-—directy-—bat-the-amount-se
attowed-as~a-deductton-shalri~pe—inctaded-~-n-~computing——the
net~-inceme-of-the-benefictories-whether—distributed—to—them
or~note~—Any-—ansunt-—atiowed--as—a-—deduction-—under-—this
subsection-—shali-—not——bHe--atitowed--as--a——dedoction--under
subsection-{t4}{by-—of~~this-—seceion—~tn—-the--sane--or-—-any
suecending-taxabie-years

tb¥--in-~the-—-cose——-of-—income~—-rectivad-—hy-estates—of
decessed-persons=-during-~the—period--of--sdaninistracion——or
settiement-of-the-estate-and-in—the—case—ef-income—whichy-¥n
the--diseretion——of-the-fidueianryy-nay-be-either-distributed
to-the-benefictary-or-sccamttacedy-there~shatt-be-attoned-ns
an~additienat-dednetion-in-conputing-the-net-+ncome--of-—the
estate--or-~trust—-—the-amount-of-the-tncome-of-the-estate-or
trost-for—-tts~~teaxahie--year——which--ie--preperiy~--paid-—or
eradited-——during---soch-~year--to—any--tagatesy--heiry—or
beneficiaryy-but—the-amsunt-se-attoned-ss-a-deduction--shati
be-—-inetunded~—in--computing——the-—npet~income-of-the-tegnteer
hedirv-or-beneficiarys

ted If the taxpayer"s net income for sweh the taxable
year of the estate or tryst is computed upon the basis of a
period diffarent from that upon the basis of which the net
income of the estate or trust Is computeds then his
aistributive share of the pet income of the estate or trust

for any accounting period of such estate or trust ending
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withia the fiscal or caltendar year shall be computed upon
the sasis on which such beneficiary®s net: income is
computede In such casesy 3 beneficiary not a resident shall
be taxable with respect to his incowe derived through such
astata or trust only to the extent provided in 15-30-13% for
individuals other than residants.

15¥44) The fiduciary of a trust created by an employer
as a part of a stock bonusy pensions or profit-sharing plan
for the exclusive benafit of some or all of his employees.
to which contributions are made by such employer or
employcesy or bothe for the purpose of distributing to such
employees the carnings and principal of the fund accumulated
by the trust in accordance with such planes shall not be
taxable wunder this sections but any amount contributed to
such fund by the employer and all earnings of such fund
shall be included in computing the income of the distributee
in tye year in which distributed or made available to hims

€5¥£3) HWhere any part of the income of a trust other
than a testamentary trust is or wmay be applied to the
payment of premiums upon policies of insurance on the Vife
of the grantor (except peolicies of insurance irravocably
payable for the purposes and in the manner specified
relating to the so-calied “charitable contribution®
deduction) or to the payment of premiums upon pelicies of

1ife insurance under which the grantor is the beneficiaryy

=-5- 58 242
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such yart of the income of the trust shalt? be included in
computing the net income of the grantor."®

NEWM _SECIIONs. Section 2. Computation of nat income of
estates or trustse (1} Except as otherwise provided in this
chaptere Ygross income™ of estates or trusts means all
income from whatever source derived In the taxable vyears
including but not limited to the following items:

{a) dividends;

{b) interast recelved or accrueds including interest
received on obligations of another state or territory or a
countyy municipalitys districty or cther political
subdivision thereof, but excluding interest income from
obligations of:

(i} the United States government or the state of
Montanaj;

(ii}) a sthool districts or

(iii) a countyr municipalitye district, or other
political subdivision of the state;

{C} income from partnerships and other fiduciaries;

[d) gross rents and royaltiess

{e) gain from sale or exchange of propertys including
those gains that are excluded from gross income for faderal
fiduciary Income tax purposes by section 641{c) of the
Internal Revenue Code of 1954y as amended;

{f} gross profit from trade or business; and
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{g) refunds recovered on federal income taxy to the
extent the deduction of such tax resuylted in a reduction of
Montana income tax liability.

(2) In computing net incomey there are allowed as
deductions:

{a} interest expenses deductible for federal tax
purposes according to section 163 of the Internal Revenue
Code of 1954, as awmended;

(b) taxes paid or accrued wuwithin the taxable year,
including but not limited to Ffederal Income taxe but
excluding Montana income tax;

{(c) that fiduciary®'s portion of depreciation or
depletion which §s deductible for federal tax purposes
according to sections 167Ts 611y and 642 of the Internal
Revenue Code of 1954y as amended;

(a) charitable‘contrlbut|ons that are deductible for
feders1 tax purposes according to section 642(c) of the
Interial Revenue Code of 1954, as amended;

(e) administrative expenses claimed for federal income
tax purposess according to sections 212 and 642(g) of the
Internal Revenue Code of 1954, as amendedy if such expenses
were not claimed as a deduction in the determination of
Montana inheritance tax;

(f) Dlosses from fires stormy sShipwrecke or other

casualty or from thefts to the extent not compensated for by
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insurance or otherwisesy that are deductible for federal tax
purposes according to section 165 of the Internal Revenue
Code of 195%s as amended;

{g) net operating loss deductions atlowed for federal
income tax under section 642{d) of tne Internal Revenue Lace
of 1954y as amendady except estates may not claim losses
that are deductible on the decedent's final returna;

(hy all  benefits recelved as federal employees '
retiramant pot in excess of $3,:600;

{i) a3l benefits paid wunder the Montana teachers?
retirement system that are specified as exempt from taxation
by 19-4~T063

(i) all benefits pald under ths Montana Public
Employees® Retirement System Act that are specified as
exempt from taxation by 19-3-105;

{k} all benefits paid under the Montana highway
patrolmen®s retirement system that are specified as exempt
from taxation by 19-6-705;

(1) Montana income tax refunds or credits thereof;

(m} all benefits pald under 19-11-60Z2+ 19-11-604y and
19-11-40% to retired and disabled firemen or their surviving
spouses or children;

(n) all penefits paid by first- or second-class cities
for the Montana police officers*® retirement system provided

for by the metropolitan police lawi

-8~ SB 242
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{2} all benefits not in excess of $360 received as an
annuitys pensions or endowment under private or corporate
retirenent plans or systemss

{3) In the case of a shareholder of a corporation with
respect to which the election provided for under subchapter
S« of the Internal Revenue Code of 1954y as amendeds is in
effect but with respect to which the election proavided for
under 15-31-202 is not In effects net income does not
include any part of the corporation's undistributed taxable
incomes net operating losss capital gains or other gains,
profitse or losses required to be included in  the
shareholder®s faderal income tax net income by reason of the
election under subchapter S« Howevers the shareholder's net
income shall include actual distribution from the
corporation to the extent it would be treated as taxable
dividends if the subchapter S.» election were not in effects

NEW_SELTIIONs Section 3. Adjustments to income of
estates and trustse {1) The follawing additional deductions
shall be allowed in deriving taxable income of estates and
trusts:

(a) any amount of income for the taxable year
currently vrequired to bhe distributed to beneficiaries for
such year;

{b) any other amounts required to oe distributed,

paides or credited for the taxable year;
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{c} the amount of 60% of the excess of the net
long-term caplital gain over the net short-term capital 1loss
for tha taxable yeare

{2) Fhe--Foltowing~-excmptions—are-ationed—For-eatntes
and-trastys

+84+-5600-For-an-estatey

thy--$300-For~a-sinplte-traste-and

tey——4108~for-a-complex-truats THE _EXEMPTION. ALLIWEDR
EOR__ESIATES AND__TRUSTS IS THAI  _EXEMPIION. _PRONVIDED _IN
12230=1324234A) AND 135-30-112(6}s

{3) The amount of tax must be determined from taxable
income of an estate or'trust in the same manner as the tax
on taxable income of individualses by applying the rates
contained in 15-30+103. Credits allowed Individuals under
Title 15+ chaoter 30y also apply to estates and trusts when
applicable.

(4) Remedies avaitable for the administrations
enforcements and coliection of irndividual income taxes also
apply to estates and trustsa

SEW_SECTIOMe Section &« Effective date -
applicability. This act is effactive on passage and approval
and is applicable to taxable years beginning after Oecember
31y 1952,

NEW _SECIION. Section S. Codification instructicn.

Sections 2 and 3 are intended to be codified as an integral
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part of Title 15, chapter 304 part le and the provisions of
Title 15y chapter 30y apply to sections 2 and 3.

-End-
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HOUSE OF REPRESENTATIVES

March 14, 1983
Committee of the Whele Amendments to Senate Bill 242

1. Page 9, line 24.
Folliwing: "amounts"
Insert: "properly paid or credited or"

2. Page 9, line 24.
Following: "distributed"
Strike: " ,“

3. Page 9, line 25.
Strike: "paid, or credited"
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SENATE BILL NO« 242
INTRODUCED BY GAGEs TONWE

BY REQUEST OF THE REVENUE OVERSIGHT COMMITTEE

A BILL FOR AN ACT ENTITLED: "aN ACT TO GENERALLY REVISE AND
CLARIFY LANS PERTAINING TO INCOME TAXATION OF €ESTATES,
PROPERTY HELD IN TRUST, AND BENEFICIARYES GF ESTATES OR
TRUSTS; AMENDING SECTION 15-30-135s MCA; PROVIDING AN

IMHEDIATE EFFECTIVE DATE AND AN APPLICABILITY DATE.™

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

Section 1« Secticn 15-~30-13%¢ MCA+ Is amended to read:

"15-30~135. Tax on bheneficiarleas or fiduclaries of
estates or trusts. {l1) A tax shall be imposed upan either
the fiduciaries or the beneficiaries of estates and trusts
as hereinafter provideds except to the extent such estates
and trusts shall be held for educational, charitables or
religious purposess which tax shall be levieds collectede
and paid annually with respect to the income of astates or
of any kind of property held in truste including:

{3) income received by estates of deceased persons
during the period of administration or settlement of the
estate;

{b} income accumulated in trust for the benefit of

unborn or unascertained persons or persons with contingent
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interests;

(c) income held for future distribution under the
teras of the will or trust; and

{d) income which is to be distributed to the
beneficiaries periodicaltlys whether or not at requl ar
intervatsy and the income collected by a quardian of an
infantey to be held or distributed as the court may directt
and,

tef-—incope--——of~——an——-estate—darifg—the——period—eof
asdministrotion-or-settienent-peranitted-py-subsection-t3y--of
this~-section--to—~be--deducted-froem-the-net-incomevy-the-tax
with-reference-to-which-+a-to-be—paid-dy-the—fiducharys

€2) The fiduciary shall be responsible for making the
return of income for the estate or trust for which he acts,
whetherr the fiduciary or the beneficiaries be are taxable
with reference to the income of such estate or truste Fhe
far—intome-of-an-s3tate-ar-tpust—shati-be-—computed-—in——the
sane~~aanner~--and--on-—the~-same~~basts--as—-provided-in~tchis
ehaptepr—for-individual-taxpayersy—except—-that-——there——shatrt
a}so——he-allowsd-as-a-deduction-any-part-of-Lhe—gross—+ncome
whichy-puradant—to-the-terms-ef-the-witi-ror——deed--creating
the--trusty-—+3-patd-to—or-hetd-for-the-dnited-5States-or-any
atatey-territoryy-or-any-potttieni—subdrviaion-~thereaf--or
the-Bistriet-of-Estumbias In cases under subsections (a)_and

(d) and-{fe¥} of subsection {1} ef-this-section, the fiduciary

-2~ SB 242
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shall include in the return a statement of each
baneficiary®s distributive share of suel net Incomer whether
or not distributed before the close of the taxable year for
witich the return is mades

(3) In cases under subsections (a)s (b)y and [c}) of
subsection (1) of-this-sectionys the tax shall be imposed
upon the fiduciary of the estate or trust with respect to
the nzt income of the estate or trust and shall be paid by
the fiduciarygv-eseept—that-in-deternining—the-net-incons—of
the-—estate-~of-—any--detessad--person-—during-the-period-of
sduint stration—or-settiementy-—there-—pay-—be—-deduectud-~the
apoupt——of~=any-~ineome——properiy-—-paid-—or--eredited-to-any

egateer—hetre-sr-other—-betefietiarys——Ein-—sgeh~—castsy—the

fduetary——of—thi-estate—or—trast-shedli-be-atiowed-tha-sane

exewptions-as-are-atiowed-to~single-persongs-under--35=-36=142
and-the—~fiductary-of-any-eattte—or-trust-crested-by-a-person
not~=p=~resident—-or-of-on-estote-of-a-person-not-a-resident
shati-be—rubject—to—a-—ttx——on}y-——to~—the=—extent-—ot~~wirich
+ndividirads-other-thsn-residents-are<iiapte-under=-15-36-13ty

t4y-~ta)y-Fhere-——ghall--pe-~atiowed-—ga-~an--addieionad
deduction-in-computing-the-net~income-osf-the-estote-or-truse
the-anount—of-the-i+neome-of-the—-egtate-—or-—tpost~~fop-—ity
taxeble~~yanr——which~=i+s~—to-he-distributad-currentiy-by-the
£1dies ary—to—the-banafictaries-and-the—amount ~of ~the-—imcome

eolresved~by-n-quardi-an-of-an-infinty-nhich-is-to-be-hetd-or
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distribnted-—as--the--eourt~-may--directy--but-the-amount-so
atiowed~as-a-deduction—shati-be-inctuded--in~~computing~~the
net--iacome-of-the-heneficiaries-whether~distributed-to-chem
er—nots——Any-——amsunt--a}iswed——ay-—a-—deduct ton-—under-—this
subsectton--shal¥-—-not--he--aitowed--as——a—-deductton—under
Tabsection—t4itbi—-of-~this~—seetion——in--the-——some~—-or--any
sueceeding-taxeblte~-yeare

{by=—in——the-—case--of-—income-—received--hy-eseates—of
deceased-parsons—during--the-——period-~of-—adnintstracisn—or
secetement-of-the-estate-and-in—the-case-of-intone—-whichy-#n
the-~diseretion--of-the-fiductaryy-may-be—either-distributed
to-the-beneficiery-osr—accomuintedy-there-shadi-pe~altiowed-ns
an«add i tionet-deduetion—in-conputing-the-net-ineome—of--the
estate«—ar——trost--the-ancunt-of-the<intcome-of-the-estate-or
trost- for-—fts—tanable-~yenr——which~-—¢s=-properdy-—pard--or
eredited-——during--—such——year—--to-~afy--isgateesy-~hefrv-—or
henefictaryy-but~the—ansunt=so-asitowed-gr<a~-deduction- -shmdd
be--ineluded—~inecomputing--the——ntt-incone-of-the:legateny
heiry-or-benefictorys

fefy IFf the taxpayer®s net income for sueh the taxable
year of the estate cor.trust is computed upon the basis of a
perio? different from that upon the basis of which the net
income of the estate or trust Is computeds then his
distributive share of the net income of the estate or trust

for any accounting period of such estate or trust ending
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within the fiscal or calendar year shall be computed upon
the basis on wnich such beneficiary®s net income is
computeda. In such casess a beneficiary not a resident shall
be taxable with respect to his income derived through such
estate or trust only to the extent provided in 15~30-131 for
individuals other than residentse.

t5¥{&) The fiduciary of a trust created by an employer
as a part of a stock bonusy pensions or profit-sharing plan
for the exclusive benefit of some or all of his employeesy
to which contributions are wmade by such employer or
employeess or boths for the purpose of distributing to such
employees the sarnings and principal of the fund accumulatea
by the trust in accordance with such plansy shall not be
taxable under this sectiony but any amount <ontributed to
such fund by the employer and all earnings of such fund
shall be Included in computing the income of the distributee
in the vyear in which distributed or made available to hime

£63%({2) HWhere any part of the Income of a trust other
than a testamentary trust is or may be applied to the
payment of premiums upon policies of insurance on the life
of the gyrantor (except policies of insurance irrevocably
payable for the purposes and in the manner specified
relating to the sa~-called =charitable contribution®
deduction) or to the payment of premiums upon  poalicies of

life insurance under which the grantor is the beneficiarys

—-- 5B 242
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such vart of the income of the trust shall? be included in
computing the net income of the grantore™

NEM_SECIION. Section 2. <Computation of net income of
estates or trustse (1) Except as otherwise provided in this
chapters ™gross income® of estates or trusts means all
income from whatever Source derived in the taxable vyears
including but not limited to the following items:

{a) dividends;

(b) interest received or accruedy including interest
received on obligatlons of another state or territory or a
countys municipalitys district, or other political
subdivision thereofy but excluding interest income from
obligations of:

(i) the United S5tates government or the state of
Montanaj

{1i) a school district; or

(iii) a countys municlpalitys district, or other
political subdivision of the state;

(c) income from partnerships and other fiduyciaries;

(1} gross rents and royalties;

{2) gain from sale or exchange of propertys including
those gains that are excluded from gross income for federal
fiduciary iIncome tax purposes by section 6%1(:) of the
Internal Revenue Code of 1954» as amended;

(f) gross profit from trade or business; and

8- 5B 242
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{g) refunds recovered on federal income taxy to the
extent the deduction of such tax resulted in a reduction of
Montana income tax liabilitye

{2) In computing net incomey there are allowed as
deduct fonss

{a} interest expenses deductible Ffor federal Vtax
purposes according to section 163 of the Internal Revenue
Code of 19544 as amended;

{b) taxes paid or accrued within the taxable year,
inctuding but not limited to federal income taxy but
excluding Montana income tax;

{c) that fiduciary®s poertion of depreciation or
depltetion which is deductlible for federal tax purposes
according to sections 16T, 61ls and 642 of the Internal
Revenue Code of 1954s as amended;

(d) charitable contributions that are deductible for
federal tax purposes according to section 642(c) of the
Internal Revenue Code of 1954y as amended;

{e} administrative expenses claimed for federal income
tax purposess according to sections 212 and 642{g) of the
Internal Revenue Code of 1954y as amendad, if such expenses
were not claimed as a deduction in the determination of
Montana inheritance taxj

(f) 1losses from Fires stormes shipwrecky or other

casualty or from thefts to the extent not compensated for by

=-1- 5B 242
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insurance or otherwises that are deductible for federal tax
purposes according to section 165 of the Internal Revenue
Code of 1954y as amended;

{g} net operating l1oss deductions allowed for federal
income tax under sectlion 642{d) of the Internal Revenue Code
of 1954y as amendedy except estates may not claim losses
that are deductible on the decedent's final return;

{h) all btenefits received as federal employees”
retirament not In excess of $3,600;

(i} all benefits paid under the Montana teachers’
retirement system that are specified as exempt from taxation
by 19-4=706;

(j) a1l benefits paid under the Montana Public
Employees® Retirement System Act that are specified as
exempt from taxation by 19-3-105;

fk) all benafits pald under the Montana highway
patrolments retirement system that are specified as exempt
from taxation by 19-6-705;

§1) montana income tax refunds or credits thereof;

{m) all benefits paid under 19-11-602s 19-11-604s and
19-11~605 to retired and disabled firemen or their surviving
spouses or childrenj

(n) all benefits paid by first- or second-class cities
for the Montana police officers® retirement system provided

for by the metropolitan police law;

—-8= 58 242
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[o) al) bepefits not in excess of $360 received as an
annuitys pensions or endowment under private or corporate
retirement plans or systemse.

(3) In the case of a shareholder of a corporation with
respect to which the election provided for under subchapter
S5« of the Internal Revenue Code of 1954+ as amendeds is in
effect but with respect to which the election provided for
under 15-31-202 is not in effects net income does not
include any part of the corporation®s undistributed <taxable
incomesy net operating 1losse capital gains or other gainsy
profitses or losses required to be included in the
shareholder®s federal income tax net income by reason of the
eltection under subchapter 5. Howevers the sharehclder®s net
income shall include actual distribution from the
corporation to the extent it would be treated as taxable
dividends if the subchapter 3. election were not in effect,

Nud SECIION. Section 3. Adjustments to income of
estates and trustse (1) The following additional deductions
sha¥l bte allowed in deriving taxable income of estates and
trusts:

{a} any amount of income for the taxable year
currently vrequired to be distributed to beneficiaries for
such year;

(b} any other amounts PRUFERLY__EAID. OR__CHEDIIED__OR

required to be distributedy-—patdy--or-~credited for the
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taxable year;

{c) the amount of 6&60% of the excess of the net
long-term capital gain over the net short—term capital loss
for the taxable year.

{2} Fhe-foltiowrng-exemptions—ore-nitowed-—for——egtates
and-trustss

toy-—9668—For-en-estates

thy--5386-For-a-simple~truste-and

tey--$186~~For-—a--~compltex-trostsy ITHE EXEMPIION ALLOWEDR
EQB__ESIALES _aND_ _JRUSTS IS _THAY FXFMPTION _PROVIDED _IM
15220-112{2)(A)_AND_13-30-112{8)»

{3) The amount of tax must be determined from taxable
income of an estate or trust in the same manner as the tax
on taxable income of individualss by applying the rates
contained in 15-30-103. Credits allowed individuals wunder
Title 155 chapter 30y also apply to estates and trusts when
apptizable.

{4) Remedies available for the administration,
enforzementy and collection of indlvidual income taxes also
apply to estates and trusts.

NEW_SECTION. Sectlon 4. Effective date -
applicabilitys. This act is effective on passaqe and approval
and is applicable to taxable years beginning after December
31, 1722

NbEg_SECTION. Section S. Codification instructiona

-10- 5B 242
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Sections 2 and 3 are intended to be codified as an integral

partrof Fitle 1S¢ chapter 30, part 1+ and the provisions of
Title 15y chapter 30y apply to sections 2 and 3.

-End-
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