
SENATE BILL NO. 242 

INTRODUCED BY GAGE, TOWE 

BY REQUEST OF' THE REVENUE OVERSIGHT COt>iMIT'l'EE 

,J.:muarv ?.1, 19fl3 

Februarv 17, 1983 

February 18, 1983 

February 19, 1983 

February 21, 1983 

February 22, 1983 

February 28, 1983 

1·1a.rch 11, 1983 

Harch 15, 1983 

IN THE SENATE 

Introduced and referred to 
Committee on Taxation. 

Committee recommend bill do 
pass as amended. Report 
adopt.ed. 

Bill printed and placed on 
members• desks. 

Second reading, do pass. 

Correctly engrossed. 

Third reading, passed. A.yes, 
497 Noes, 0. Transmitted to 
House. 

IN 'l'HE HOUSE 

Introduced and referred to 
Committee on Taxatioa. 

Committee recommend bill be 
concurred in. Report adopted. 

Second reading, concurred in 
as amended. 

Third reading, concurred in. 



11arch 16, 1983 

t4arch 17, 1983 

March 18, 1983 

IN THE SENATE 

Returned to Senate with 
amendments. 

Second reading, amendments 
concurred in. 

Third reading, amendments 
concurred in. 

Sent to enrolling. 

Reported correctly enrolled. 
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INTROOUI:EO BY ~ '/Cflf<l 
BY REQUEST THE REVENUE OVERSIGHT COKMITTEE 

A BILL FOR AN ACT ENTITLED: •AN ACT TO GENERALLY REVISE AND 

CLARIFY LAWS PERTAINING TO INCOME TAXATION OF ESTATESo 

PROPERTY HELD IN TRUST. AND BENEFICIARIES OF ESTATES OR 

TRUSTS; AMENDING SECTION 15-30-135• HCA; PROVIDING 

IMMEDIATE EFFECTIVE DATE AND AN APPLICABILITY DATE.• 

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

AN 

Section 1. Section 15-30-'135., MCA, is amended to r-ead: 

"15-30-135. lax on beneficiaries or f'iducial"ies of 

estates or trusts. (1) A tax shall be imposed upon either 

the fiduciaries or the beneficiaries of estates and trusts 

as hereinafter provided• except to the extent such estates 

an~ trusts shall be held for educational• charitable• or 

religious purposes• which tax shall be levied• collected, 

and paid annually with respect to the inco.e of estates or 

of any kind of property held in trust, including: 

(a) income received by estates of deceased persons 

during the period of administ~ation or settle~nt of the 

estate; 

(b) incom~ accumulated in trust fo~ the benefit of 

unborn or unascertained persons or persons Nith contingent 
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interests; 

(c) income held for future distribution under the 

terms of the will or trust; and 

(d) inco111e which is to be distributed to the 

beneficiaries periodically. whether or not at regular 

intervals, and the income collected by a guardian of an 

infant, to be held or distributed as the court 1Bay direct't 

"""· 
uoo catat.e ftur-i-ft~~he--per+ed & F 

~--seeoM-ttft--=i!e-Be--ffetlttetetf fre11 tct.e-ftei!-i nea11ew t:fse ~e.M 

w-Hffi-~f'e.......,e-~e-wlolieh h 4!e-loe-p<ri<l-...,. tche fidtte+~ 

(2) The fiduciary shall be responsible for •aking the 

return of income for the estate or trust for which he acts, 

whether the fiduciary or the beneficiaries be ALB taxable 

with ~eference to the income of such estate or trust. The 

ne~.f--tteente-e-f-i!lft-e5-'td~e-or-fftt5-f!-<5he.J-.,.-be--e~ed-+tl-~i! 

setRe--wteftfte~afll.ff---eft-~ft.e--&.._e--&es-i-'5' e:s pre • T~ed-+n-~~ 

ehepter-+or-+ftd+Y+due+-taxpeyer~T-exee~--~et--~here--she~~ 

e~so--be-e++owed-8~-a-ft@~e~+&n-eny-per~-e~the-gre~~-+fteeme 

"h+ehy-p~rsuent-te-~he-term~~-~fte-~~+--~--6eed--ereet+ft~ 

the--tru~ty--T~-peTd-to-or-he~-+OT-the~n+ted-5tete~-or-any 

~tetey-teTr+toryy-or-eny-po++t+ee+--subd+Y+s+cn--t~eo~--or 

~he-e+s~r+et-e~-ee+Hmh+e~ In cases unde~ subsections Lal~ 

(d) end-tet of subsection (1) o+-~h~-see~+on, the fiduciary 
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shall include in the return a statement of each 

beneficiary•s distributive share of~~ net income, whether 

or not distributed before the close of the taxable year for 

which the return is made. 

(3} In cases under subsections (a), (b», and (c) of 

subsection (1) o+-~~-~eet+on, the tax shall be imposed 

upon the fiduciary o~ the estate or trust with respect to 

the net income of the estate or trust and shall be paid oy 

the fiduciary.y-exeep~ ~he~-+n-~~~~e-fte~-ineo•e ~ 

~he---es4:a4H!--ef--ett...--ttecease8 _,et"-5on-dtlr i ftg t:tte fteried-&F 

.....,...,...,i>1"tt#en-....--4o~ ... ,.t, -e---...y----lte---<fed~e<loed the 

+"'}84ot~ey-h<HPT--et'-e4ohflo--lte-+e-i-ttry..--...,___tteh--e,_,~M 

H·oltle+;wy-~-t.he-e-e er 4ornt """I I be """'"'d-4!+-e-.,.,ee 

--+etoe+arref-....,.._..., ___ .,_..,re84oed-by a peo aan 

sfte'l-~e--bjee<lo-fl>-t!-_...., ___ .,,. .. ,_ __ 4!......__....,.,_wtt+eh 

t+t--tet-floere--sto<0-1-+--loe--Miewed "" "" "ddit~-

4!!:fte-d'tlettM-ef the: i Pteente-O'f-~-esH-"e er t!rtts~ for ~ 

..,_.,b+e--yeer--fti.eto-+s-fl>-be~1or+b..-.......,M.J.y-l>y-t:he 
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-~e.l--e<~--t.he-----...y-11-H<----the-..-n~o 

.,.._..,.,ed-~"--<1"-i>+--1h8H-loe-+tte-l-ttd...t--+n---e"'""'ft+"'!-_....,M 

,.e+;- ineM~e-M4fte-hi!ftef-i-eH~~t-&+,~~ed-H-~ 

&tJ-"eh--ltfty---&t~etlft1!--e+J.et.~eif--tHI--e-dedtl~--t:tmter--~ftH 

.,t~M..-+--..tt.,++--nn-lte-_,...._<1--...,--e--decl"rl+--tlftdeto 

strbs ee~+eft-t"ttf&T--e+---t:tri-"S--s-eeHOft--oi.n-i!he-s-ente-or--etty 

stteee-etf..f.rtg~eweble yeara 

fbt--fn--i!he--e~-e+--+nee.e--reee+¥&e--by-e~e~~-o~ 

Gece~d-peP"Sen5-.fttrittg-~he-tter+e&--M--ee.+rt~~ratTen--or 

'5~-leMent of ~esHH-I!tft-«f-i-ft-t!he-eB'S'e-of--Tfteflale-wh+efty-fft 

4ohe----<l+-s~.,.........,f'-4ohe--fl-d1oe+eryy--.,.-be---d+rtrib.,h<f 

'"""'d4oe----i>r-'4o-- the """"fit_....,...._...,.,,. .. ef i>tle~tete-er 

wMeio--Ht-p .... per+y--peT<t-...

........ +4!e<l--+tt!t----eh year ~-_.,.-+ege~.,...-heffr-or 

l!oeftef i e i at"yT-lo1ft-4ohe---1e-...........,d--""-e-d.....,e4oi-on--1ttos++ 

be-Ttte+tt6ed-...,--eeatpa~'lhe--r~~ft-i-fte'88te-M-othe-+egatee.,. 

tteffy--ot"-befte.f:ie~ 

tet If the taxpayer•s net income for •~eh ~ taxable 

yea~ of the estate or trust is computed upon the ba~is of a 

period different from that upon the basis of Nhich the net 

income of the estate o~ trus~ is computed• then his 

distributive share of the net income of the estate or trust 

for any accounting period of such estate or trust ending 

-It-
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within the fiscal or calendar yea~ shall be coaputed upon 

the basis on which such beneficiary•s net incoqe is 

computed. In such cases• 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 15-3D-131 for 

individuals other than residents. 

~~ The fiduciary of a trust created by an employer 

as a part of a stock bonus, pension, or profit-sharing plan 

for the exclusive benefit of some or all of his employees, 

to which contributions are •ade by such employer or 

employees, or both, for the purpose of distributing to such 

employees the earnings and principal of the fund accumulated 

by the trust in accordance with such plan, shall not be 

taxable under this section9 but any amount contriouted to 

such fund by the employer and all earnings of such fund 

shall be included in computing the income of the distributee 

in the year in which distributed or made available to him. 

t6tL2} Where 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 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 beneficiary• 
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such part of the income of the trust shall be included in 

computing the net income of the grantor.• 

NEW SECTION. Section 2. Computation of net fncome of 

estates or trusts. (1) Except as otherwise p~ovided in this 

chapter. •gross income" of estates or trusts means all 

income from whatever source derived in the taxable year• 

including but not ll•ited to the following items: 

(a) diYidends; 

(b) interest received or accrued, including interest 

received on obligations of another state or territory or a 

county, municipality, district, or other political 

subdivision thereof. but excluding interest income fro~ 

obligations of~ 

(i) the United States goyernment or the state of 

Montana; 

(ii) a school district; or 

(iii) a county~ munjcipality. district. or other 

political subdiYision of the state; 

{c) income from partnerships and other fiduciaries; 

(d) gross rEnts and royalties; 

(e) gain from sale or exchange of property, including 

those •Jains tilat ar-e excluded from gross income for federal 

fiduciary income tax purposes by section b~l(c) of the 

Intern~l Revenue Code of 19547 as amended; 

(f) gross profit from trade or business; and 

-6-
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(9) refunds ~ecovered on federal income tax, to the 

extent the deduction of such tax resulted in a reduction of 

Montana lncome tax liability. 

(2) In computing net income, there are allowed as 

deductions: 

(a) interest expenses deducti.bl e for federat tax 

purposes according to section 163 of the Internal Revenue 

Code of 1954, as 3mended; 

(o) taxes paid or accrued within the taxable year, 

including but not limited to federal income tax, 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, 611t and 642 of the Internal 

Revenue Code of 1954, as amended; 

(d) charitable contributions that are deductible for 

federal tax purposes according to section 642(c) of the 

Internal Rev~nue Code of 1954• as amended; 

(e) adM~inistrative expenses claimed for federal income 

tax purposes. according to sections 212 and 642(g) of the 

Internal Revenue Code of l954• as amended• if such expenses 

were not claimed as a deduction in the det~rmination of 

Montana inheritance tax; 

(f) losses from flre 9 storm. shipwreck• or other 

casualty or from theft, to ·the extent not compensated for by 

-7-
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insurance or otherwise, that are deductible for feder~l tax 

purposes according to section 165 of the Internal Revenue 

Code of 19~4. as amended; 

{gt net operating loss deductions allowed for federul 

inco~ tax unde~ section 642(d} of the Inte~nal Revenue Coue 

of 19549 as amended 9 except estates may not claim losses 

that are deductible on the decedent•s final return; 

(h) all benefits raceived as 

retirement not In excess of S3,600; 

federal employees• 

(i) all benefits paid under the Montana teachers• 

retirement system that are specified as exempt from taxation 

by 19-4-706; 

(j) all benefits paid under the 

Employees• Retirement System Act that 

exe•pt from taxation by 19-3-105; 

(k) all benefits ·paid under the 

Montana Public 

are specified as 

Montana highway 

patrolmen•s retire~ent system that are specified as exempt 

from taxation oy 19-6-705; 

(1) Montana income tax refunds or credits thereof; 

(m) all benefits paid under 19-11-602, 19-ll-604• and 

19-11-605 to retired and disabled firemen or their surviving 

spouses or children; 

(n) all benefits paid by first- or second-class cities 

for the Montana police office~s• retirement system provided 

for by the met~opolltan police law; 

-8-
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(o) all benefits not in excess of $360 received as an 

annuity, pension, 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 

s. of the Internal Revenue Code of 1954• as amendedy is in 

effect but with respect to which the election provided for 

under lS-31-202 is not in effect, net income does not 

include any part of the corporation•s undistributed taxdble 

income, net operating loss, capital 9ains or other gains, 

profits, or losses required to be included in the 

shareholder•s federal income tax net income by reason of the 

election under subchapter s. However. the shareholder•s net 

income shall include actual distribution from the 

corpordtion to the extent it would be treated as taxable 

dividends if the subchapter s. election were not in e~fect. 

NEH SECTIUN. Section 3. Adjustments to incOflle of 

estates and trusts. (1) The following additional deductions 

shall be allo~ed in deriving taxable income of estates and 

trusts: 

(a) any amount of income for the taxable yeor 

currently required to be distributed to beneficiaries for 

such year; 

(b) any other amounts required to be distriuuted, 

paid• or credited for the taxable year; 

-9-
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(c) the amount of 60% of the excess of the net 

long-term capital gain over the net short--term capital 

for the taxable year. 

loss 

(2) The following exemptions are- allowed for estates 

and trusts: 

(a) $600 for an estate; 

(b) S300 for a simple trusti 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 •anner a5 the tax 

on taxable income of individuals, by applying the rates 

contained in 15-3G-103. Credits allowed individuals under 

Title 15• chapter 30 9 also apply to e5tates and trusts when 

ap~licable. 

(4) Remedies available for the administr-dtion, 

enforcement, and collection of individual inc~ge taxes also 

apply to estates and trusts. 

~EH SECTION. Section 4. Effective date 

applicability. This act is effective on passdge and approval 

and is applicable to taxable years beginning after December 

31, 1982. 

NED SCCTIJN• Section S. Codification instruction. 

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

part of Title 159 chdpter 30, part 1. and the provisions of 

Title 15 7 chaoter 30 9 apply to sections 2 and 3. 

-End-
-10-



48th legislature SB 0Z4Z/02 

z 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

Z1 

2l 

23 

24 

25 

Approved by committee 

on Taxation 

SENATE BILL NOo 242 

INTRODUCED BY GAGEo TOWE 

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 ESTATES, 

PROPERTY HELD IN TRUST, AND BENEFICIARIES Of ESTATES OR 

TRUSTS; AMENDING SECTION 15-30-135, MCA; PROVIDING 

IMMEDIATE EFFECTIVE DATE AND AN APPLICABILITY DATE.• 

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

AN 

S•etlon 1. Seetlon 15-30-135, HCA, is aMended to read: 

"15-30-135. Tax on beneficiaries or fiduciaries of 

estat~s or trusts. (1) A tax shall be imposed upon either 

the fiduciaries or the beneficiaries of estates and trusts 

as hereinafter provided, except to the extent such estates 

and trust5 shall be held for educational, charitable, or 

religious purposes, which tax shall be levied, collected, 

and :Ja i d annually with respect to the income of estates or 

of any kind of property held in trust, including: 

(a) income received by estates of deceased persons 

during the period of administration or settle.ent 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 

terMs of the will or trust; aod 

(d) inco11e which is to be distributed to the 

beneficiaries periodically9 whether or not at regular 

intervalst and the Income colle~ted by a guardian of an 

infant, to be held or distributed as the court may direct~ 

8ftda. 

tet--+fteeee---ef---eft---e$~s~e--d~~g--~ne--per+ed--of 

~-+ft+~~~et+oft-or-sett~.e~~perm~~e~-~y-~~~seet+eft-t~t--eT 

eh+~--see~~ft--~e--he--~edueted-f~oM-~he-~e~-~nea.ey-~he-~ftX 

w~~ft-~e~e~e~ee-~&-whTeh-T~-~o-be-~afd-Dy-the-f•eue~e~y. 

(2) The fiduciary shall be responsib1e ~or making the 

return of inco~e for the estate or trust for which he acts, 

whether the fiduciary or the beneficiaries be aLe taxable 

with reference to ~he income of such estate or trust. ~he 

ne~-~~eeee-e~-eft-es~e~e-e~-~ru~~-~he~~-be--eem~H~e~--•ft--tft~ 

sem@--•enne~--and--e"--~he--s8Me--hes?~--ss-prev?d~4-~n-~ft+~ 

cheptP~-fer-+"dtYtftus~-~e~peyersy-e~ee~~--~he~--the~e--sh8i+ 

etso--be-e+tewed-fts-e-~edue~+en-efty-per~-of-~he-gross-+ftceme 

whtehT-parsaant-~e-~fte-~erm~-e~~fte-w++~--o~--~eed--eree~+ng 

the--~rus~y--+~-ps+d-~o-er-he~d-fer-tfte-Y"+~e~-S~e~es-er-efty 

s~s+e~-~er~+~eryy-e~-en,-~e++~Tee+--~ubd+•~~Ton--~heree~--or 

t~e-a+~tr+e~-ef-eotambtew In cases under subsections lai-aoQ 

(d) ertl!f-tet of subsec-tion ( 1) ef'-tt-l?_'!t--,e-et:+on, the fi due i ary 

-2- SB 242 
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shall include in ~he return a statement of each 

beoeflciary•s distributive share of sae" net income. ~hether 

or not distributed before the close of the taxable year for 

which the return is made. 

(3) In cases under subsections (a)w Cb)9 and (c) of 

subsection (1) e~~~~s-see~eft• the tax shall be imposed 

upon the fiduciary of the estate or trust vith respect to 

the n~t income of the estate or trust and shall be paid by 

the fiduclaryay-e~eep~-~ha~-+n-fte~ere+n+~-~"e-ne~-+fteeme-e~ 

~he--~~~a~e--ef--eny--fteeeased--pepse"--4H~~n!-~he-~e~+oft-e~ 

ed.+ft+s~ra~+eft-er-se~~+e.aft~y--~ere--.ey--he--~edue~ed--~he 

a.aan~--ef--&ft,--+nea.e--~poper~--~+d--er--e~ed+~ee-~o-eny 

+e~e~eey-~e~ry-er-o~ft~--beftef+e+ery.--~~--suen--ee5esy--~~ 

f+dac+ery--o~-~he-es~ote-er-~res~-shott-~e-ottewee-~he-se•e 

e~eMptTons-a,-are-e~~cwed-~o-s+"~+e-per5o~~ane.r--I§-~A-~~~ 

and-~he-f+d~e+ary-cf-eny-es~~e-or-~ras~-eree•ed-by-e-person 

no~-e--re~+ee~~-or-c~-en-es~a~-of-e-persen-fte~-e-res+de~ 

*ha+t-be-~bjee~-~c-e-~aw--eft•y--te--~he--e•~eft~-~o--wh+eh 

fft~+¥fda~+s-o~her-~hon-res+denes-ere-++eD+e-uneer-*§~8-!3~w 

t~t--t•t-fhere---shett--be--e~e•ee--es--en--eee+~+enet 

dedae~+an-+n-eoapa~+n~-~he-ne~-fneo.e-~-~he-es~e~e-or-tras~ 

the-a•oan~-ef-~he-+ftee.e-~~e--e~te--or--tr~st--fer--+~~ 

~eMeb+e--yeer--w"+eh--rs--~-he-4+s~r+b~~ed-e~rren~+y-ey-~he 

f+Gaefery-ta~e-henef+eter+es-sn~-~e-emoun~-a•-~ne--•ftee.e 

eo~~~~ed-by-e-~aer~~n-~-en-+~•~•-wh?e~-+s~o-be-he+d-er 

-3- SB 21t2 

1 

2 

J 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

l7 

18 

19 

20 

21 

22 

23 

lit 

25 

SB 021t2/02 

d+~~r+bu~ed--&8--~~e--eoart--mey--d+ree~y--&d~-the-eNoaft~-~e 

e++owed-s~-e-~edue~+on-she++-he-+~e+d~ed--Tft--ee~u~+~~--~ft~ 

ne~--+neome-e~-~he-hefte~+e+er+es-whe~he~-d+~~r+b~ed-to-them 

or-~otw--Any--e•eu~~--a++owed--as--e--dedue~+on--ander--th+~ 

~ub~eet+on--she~+--no~--be--e++awe&--as--e--dedaet*o"--ander 

~&s~etToft-t .. tbt--&f--~h+~--~~~+on--+n--~~e--~s~e--or--eny 

~ueeeed+n~-~exeb+e-yee~. 

tbt--fn--the--eese--ef--+neoMe--reee+¥eft--hy-e§tete~-of 

deeee~ed-~ersens-dur+ng--the--perto~--ef--ee~+~+stre~+o"--or 

se~t+e•en~-of-the-es•e~e-e~~-+n~he-esse-e~-~"ee.e-wft~ehy-Tn 

~fte--df$eret+en--o¥-~he-~•d~+aP7T~ey-~e-e+ther-d~~•r~8ate~ 

to-~he-~~n•~+e+ery-or-seeuMM+etedy-there-she++-he-a++owed-es 

en-add+t+onet-dedae•+en-+n-eoeput+n~-~e-fte~-•fteOMe--ef--the 

es~eee--o~--~u~t--+he-e.euft~-ef-~he-fneGMe-8~-~fte-e~~e~e-or 

tru~~-~e¥--+~e--ee~eb~e--year--wft+eh--f~--property--pe+d--er 

ered+~ed---dar+ftg---s~eh--yesr--~e--afty--•e~8~eey--hefry--ar 

benef~e+ery•-ba~-+he-eae•ft~-~-a++owed-a~-e-dedu~+on--~~e•+ 

be--~ne+dde~--*"--eoMpa~+n~--~he-~-+fteeme-eF-~he-+eg8tee~ 

he+ry-ar-~ene•+eT&ryw 

tet If the taxpayer•s net income for ~ueft tb& taxable 

year gf-tb&~~tat&-a£-tLU~t is co•pu~ed upon the basis of a 

p~rioj different from that upon the basis of whi~h the net 

income of the estate or trust is co•puted• then his 

distributive share of the net lnco•e of the estate or trust 

for any accounting period of such estate or trust ending 
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wlthi> the fiscal or calendar year shall be co•puted upon 

the Dasis on which such beneficlary•s net income is 

computed. In such cases. a beneficiary not a resident shall 

be taxable with respect to his inco•e derived throuqh such 

estat~ or trust only to the extent provided in 15-30-131 for 

Individuals other than residents. 

t~tLil The fiduciary of a trust created by an employer 

as a part of a stock bonus9 pensiont or profit-sharing plan 

for the exclusive benefit of soMe or all of his eaployees, 

to which contributions are made by such employer or 

employees, or both, for the purpose of distributing to such 

employees the earnings and principal of the fund accumulated 

by ~he trust In accordance with such plan, shall not be 

taxable under this section, but any amount contributed to 

such fund by the employer and all earnings of such fund 

shall be Included in computing ~he Income of the distributee 

in t1e year in which distributed or made available to him. 

t~tl~ Where any part of the inco•e of a trust other 

than a testamentary trust is or May be applied to the 

payme~t of premiums upon policies of insurance on the life 

of the grantor (except policies of insurance irrevocably 

payable for the purposes and in the manner specified 

rel ati ~9 to the so-called "charitable contribution" 

deduction) or to the pay~nt of premiums upon policies of 

life insurance under which the grantor is the beneficiary, 
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such 1art of the inca.e of the trust shall be included in 

computing the net inco~ of the grantor.• 

~EW-SEtiLO~• Section z. Computation of net Income of 

estates or trusts. Cl) Except as otherwise provided in this 

chapter, •gross income• of estates or trusts aeans all 

lnco•e fro• whatever source derived In the taxable year 9 

including but not limited to the following lte•s: 

(a) dividends; 

{b) interest received or accrued, including interest 

received on obligations of another state or territory or a 

county, •unicipality, 

subdivision thereof, but 

obligations of: 

district, 

excluding 

or other political 

interest inco~te from 

(i) the United States government or the state of 

"'antana; 

(ii) a school district; or 

(iii) a county, municipality, district, or other 

political subdivision of the state; 

·(c) inco•e from partnerships and other fiduciaries; 

(d) gross rents and royalties; 

(e) gain from sale or exchange of property• including 

those gains that are excluded from gross income for federal 

~iduciary income tdX purposes by section 6~l(c) of the 

Inter~al Revenue Code of 1954, as amended; 

(f) gross profit from trade or business; and 

-6- SB 242 
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(9) refunds recovered on federal incoMe tax, to the 

extent the deduction of such tax resulted in a reduction of 

Montana Income tax liability. 

CZJ In co~puting net income9 there are allowed as 

deduc~ ions: 

(a) interest expenses deductible for federal tax 

purposes according to section 163 of the Internal Revenue 

Code of lQS"t, as ae.ended; 

(b) taxes paid or accrued 

including but not limited to 

excluding Montana income tax; 

within the taxable year, 

federal income tax, but 

(c) that 

depletion which 

according to 

fiduciary•s 

is deductible 

sections 167., 

portion of depreciation or 

£or federal tax purposes 

611• and 642 of the Internal 

Revenue Code of 1954, as aaended; 

(dl charitable contributions that are deductible for 

feder91 tax purposes according to section 64Z(c) of the 

Inter,al Revenue Code of 1954• as amended; 

(et administrative expenses clai•ed for federal income 

tax ~tJrposest according to sections 212 and 642(9) of the 

Inter1al Revenue Code of 1954, as amended, if such expenses 

were not clai~ed as a deduction in the determination of 

Montana inheritance tax; 

(f) losses fro. fire, storm• shipwreck, or other 

casualty or fro• theft, to the extent not compensated for by 
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insur~nce or otherwise, that are deductible for federal tax 

purposes according to section 165 of the Internal Revenue 

Code of 1954 9 as amended; 

(g) net operating Joss deductions allowed for federdl 

income tax under section 6~2(d) of the Internal Revenue Code 

of 19"51h as amended, except est_ates •ay not cl a i lA 1 osses 

that are dedu_ctible on the decedent•s final return; 

(h) all benefits received as federal eWiployees• 

retir~•ent not in excess of $3.600; 

(i) all benefits paid under the ~ontana teachers' 

retireaent systeM that are specified as exeapt fro~ taxation 

by 19-4-706; 

(j) all benefits paid under the Montana Public 

Employees• Retirement System Act that are specified as 

exempt fro• taxation by 19-3-105; 

(k} al1 benefits paid under the Montana highway 

patrol~en•s retirement syste~ that are specified as exempt 

from taxation by 19-6-705; 

(I) Montana income tax refunds or credits thereof; 

(~) all benefits paid under 19-11-602• 19-11-604• and 

19-11-605 to re~ired and disabled fire~en or their surviving 

spouses or children: 

(n) all oenefits paid by first- or second-class cities 

for the Montana police officers• retlre•ent system provided 

for by the .etropolitan police law; 

-8- 5B 242 
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(3) all benefits not In excess of $360 received as an 

annuity, pension, or endow•ent under private or corporate 

r~tirement plan~ or systeMS• 

f3) 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 1954t as aMended, is in 

effect but with respect to which the election 

under 15-31-202 is not In effectt net 

provided for 

Income does not 

inclu~e any part of the corporation's undistributed taxable 

income, net operating loss, capital gains or other gains. 

profits. or losses required to be included in the 

shareh~lder•s federal inco.e tax net incoae by reason of the 

election under subchapter s. However, the shareholder's net 

income s~all include actual distribution from the 

corporation to the extent it would be treated as taxable 

dlvid~nds if the subchapter s. election were not in effect. 

~~~-SEtilOU• Section 3. Adjustments to incoae of 

estat~s and trusts. (1) The following additional deductions 

shall 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 required to oe distributed, 

paid9 or credited for the taxable year; 
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(~) the amount o~ 60t of the excess of the net 

long-terll capital gain over the net short-term capital loss 

for the taxable yP.ar. 

(2) ~he--fo+tow+ng~-~e•pt+on~-e~-e++ewed-~-e~~e~e~ 

aftd-+:rust:•• 

tat--S688-~0P-an-e.~a~et 

fbt--t~e&-fe~-e-s+Mpte-tr~~~-end 

tet--5.88-fe¥-e-ee•~ew-~P~~~w lHf fXEMfiiON AllOWEQ 

flliL_f!i:U.Iil_Aii!L_I&li.SlL_l.L.-IIi&L-U.El!flliJ!:I- !!BOlli DEO IN 

l2:lO:l1ZiZ1Lll-~0-l~=l~Ala 

(3) The aMo~nt of tax must be determined from taxable 

income of an estate or trust In the same manner as the tax 

on ta~able Income of individuals• by applying the rates 

contained in 15-30-103. Credits allowed Individuals under 

Title 15• chaoter 30, also apply to estates and trusts when 

apiJl ic:~bl~. 

(41 Remedies available for the administration., 

enforce•ent. and collection of Individual income taxes also 

opply to estates and trusts. 

~EW_!iE~lO~s Section 4• Effective data 

applicability. This act is effective on passage and approval 

and is applicable to taxable years beginning after December 

31. lq~2. 

~fW-!iEtllO~s Section 5. Codification instruction. 

Sectio~s 2 and 3 are intended to be codified as an integral 
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1 part of Title 15, chapter 309 part l• and the provisions of 

2 Title 15t chapter 30, apply to sections z and 3. 

-End-
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SENATE BILL NOo 2ft2 

INTRODUCED BY GAGE, TDWE 

BY REQUEST OF THE REVENUE OVERSIGHT COMMITTEE 

A BILe FOR AN ACT ENTITLED: •AN ACT TO GENERALLY REVISE AND 

CLARIFY LAMS PERTAINING TO INCDNE TAXATION OF ESTATES, 

PROPERTY HELD IN TRUST, AND BENEFICIARIES OF ESTATES OR 

TRUSTS; ANENOING SECTION 15-30-135• HCA; PROVIDING 

IMMEDIATE EFFECTIVE DATE AND AN APPLICABILITY DATEo• 

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

AN 

Section 1. Section 15-30-135, MCAt is a•ended to read: 

•tS-30-135. Tax on beneficiaries or fiduciaries of 

estat~s or ~rusts. {1) A tax shall be Imposed upon either 

the fiduciaries or the beneficiaries of estates and trusts 

as hereinafter provided• except to the extent such estates 

and trusts shall be held for educationa19 charitable• or 

religious purposes. which tax shall be levied• collected• 

and ,aid annually with respect to the inco.e of estates or 

of any kind of proper~y held in trust, including: 

(a) income received by estates of deceased persons 

during the period of ad•lnlstratlon or settle.ent of the 

estate; 

(bl Income accumulated In trust for the benefit of 

unborn or unascertained parsons or persons with contingent 
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interests; 

(cl lncORR held for future distribution under the 

ter•s of the will or trust; ADd 

(dl inc-e which Is to be distributed to the 

beneficiaries periodically, whether or not a~ regular 

interwals, and the lnco.a collected by a guardian o£ an 

infant. to be held or distributed as the court .ay direct• 

en<la 

te~-+neeae---ef---Sft---es~a~.--~~~~e--p&r+o~--of 

ed•+fttstTot+on-or-sett+e .. nt-per.+tte~-~y-saeseet+on-t3t--of 

~h+s--see~+eft--~e--~--ded•e~e~-frea-~he-ne~-+neoaey-~he-~a. 

w+th-referenee-to-wh+eh-+s-~e-~e-p~~y-the-f+d~+•rr• 

(21 The fiduciary shall be responsible for •aking the 

return of inco~e for the estate or trust for which he acts. 

whether the fiduciary a~ the baneficiarlas De aca taxable 

with refe~ence to the incOMe of such estate or trust. ffte 

ft@~-~~eewe-e~-aft-e••~e-er-.. .,.-§he~~-&e--ee~~~·~--+ft-~fte 

se.e--~enner--end--an--~ne--s8•e--&es+s--es-p¥ew+de4~ft-~h+s 

ehep~~r-f&r-t~dt~ue+-taxp~yersy-e~eept--the~--there--she++ 

atso--be-a+towed-as-a-dedae~+en-afty-par~~-~~e-groee-+nee.e 

whtehT-parsaant-to-~he-~erms-e~~he-w+••--er--~eed--eree~+n~ 

the--trus~y--+s-pe+~e-er-he+~-fer-the-Wftt~e~-s~s-er-eny 

s~a~ey-terr+~oryy-er-eny-pe~~+ea+--sa~d+w~s+en--~heree~--er 

~~e-&+~~~e~-ef-6e+~~+e• In Cdses under subsections tal-and 

(d) end-tet of subsection (1) of-thts-seet+on. the fiduciary 
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shall include in the return a statement of each 

beneficiary's distributive share of saeh net Jncomet whether 

or not distributed before the close of the taxable year for 

which the return is made. 

(3) In cases under subsections (a), (b), and (c) of 

subsection (1) ef-th+s-see~+en, the taK shall be imposed 

upon the fiduciary of the estate or trust with respect to 

the n~t incoae of the estate or trust and shall be paid by 

the flduciaryay-exe~-~h~-ift-ee~era+n+~-~he-ne~fteo.e-of 

~he--~s~a~e--ef--eny--deeeesea--,~~8"--~~r+ft!-~he-~er+od-ef 

ad.tnfs~re~+on-er-se~~te .. ~y--~ere--.ey--~e--ded.-~e~--~he 

.. ee~--of--eny--+nea.e--propertT--pe+~--er--ered+~ed-~-eny 

+ege~e?-h~r.-er-o~her--~ene~+e+e~y·--1"--~•eft--eeeesy--~fte 

f+deeTery--of--~he-es~e-er-~r~sheTT-~-e++ewed-~he-se .. 

~••~+ens-es-ere-e+towed-~e-•+n~+e-persens-onder--~§-~9-tt~ 

end-~e-f+da.Tery-of-eny-es~e-er-trost-eree~e~-by-e-persen 

ne~-e--~~+de~--ar-e#-eft-e~e~~-·-pe~en-ftOt-e-¥ .. +de~ 

~8Tt-&e-e~bjee~-~·-•-~••--enty--te--~he--e~~en~--~e--wh+eh 

+nd+Y+da~~s-e~her-~hen-~••+~eft~$-a~++e~+e-n~der-~§-36-~3~• 

t~t--t•t-~here---~h••+--~e--e++ewed--es--en--add+~+ena• 

dedo~~en-+n-eeepa~+n~he-ne~-+neo.e-ef-~he-es~~e-er-~rae~ 

~-a.oe~-ef-~he-+neo.e-~~e--es~e~e--or--~r•~--~--+~ 

~-~•--yeer--wft~eh--ts--~-be-e+~r+eo~ed-eorPen~•y-ey-~he 

f+eoe+ery-ee-the-~eftef+eter+es-an4-tfte-emeon~-ef-ehe--+neeee 

eo~+~eed-by-e-§aard+eft-~-en-+~a~y-wh+eh-+s-.o-De-he+d-e~ 
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d+s~r+eH~ed--es--~he--eear~--may--e+ree~y--&w~-~he-a.eHft~-§e 

a++ewe8-e~-e-dedue~+an-sha++-he-+fte+uded--+ft--eo~~+~~--~~ 

net--+fteame-~-~he-~eneFte+er+es-wne~he~-~+s~rfb~ed-~c-them 

or~·--Any--e•eHft~--a++ewed--as--e--eed~e~+on--ander--~h+~ 

~ab~ee~+on--s~a++--fte~--be--e++owe~--es--e--dedae~+on--ander 

$H~See~Toft-t+ttbt--e¥-~~s--s~+on--+n--~~--se•e--e~--efty 

~eeee~+ng-~exsb+e-yeer• 

tbt--§n--~he--eese--of--+neo.e--reee9ye8--hy-e~•e•es-e~ 

deee~ed-personB-~ar•n~-~e--perree--ef--e8•~+~r&e+eft--or 

se~~~-~n~-of-~he-es~e~e-end-+ft~fte-eeee-ef-+ftee.e-wft+eft•-+ft 

~he--e+sere~+en--of-~f+doe+ePyy-aey-~-e+~her-d+s~+ho~e~ 

~o-~he-~efte¥+e+ery-er-eeea.a+e~edy-~e~-she~+-be-a++e•ed-es 

en-edd+~+eneT-deeoe~~en-+n-e .. ~~+ft~~-ne~-+nea.e--ef--~he 

es~e~--or-~~s.--~e-e.aen~~-~he-+ne~-of-~he-e~~e-or 

~PtiS~-~~--+~--~exeb~e--yee~--whTeh--+s--p~ope~~y--ps+d--or 

ered~ed---dur+ng---saeh--year-~o--efty--~ege~eey--he+ry--er 

bene~+e+err.-ha•-~he-e.a•n~-se-e++owed-e~-e-~eda~+Dn--~he+~ 

be--+ne+uded--+n--ee~~~ft~-~he--~-+fteeMe-ef-~~e-+e~s~e• 

he+r?·or-benef+e~•?-

tet If the taxpayer's net incoee for soeh ~ taxable 

year Qf-tb--.atRtC-Gt-l£U~ Is computed upon the basis of a 

perio1 dirferent fro• that upon the basis of which the net 

income of the estate or trust Is co•puted• then his 

distributive share of the ne~ lnco.e of the estate or trust 

for any accounting period of such estate or trust ending 

~- SB 242 
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wlth1·1 the fiscal or calendar year shall be 

the oasis on which such beneficiary•s 

co•puted upon 

net incoee is 

COBputed. In such casest a bene~iciary not a resident shall 

be taxable with respect to his incone derived through such 

estat> or trust only to the extent provided in 15-30-131 for 

Individuals other than residents. 

t~ti2l The fiduciary of a trust created by an employer 

as a part of a stock bonus. pension• or profit-sharing plan 

for the exclusJwe benefit of so .. or all of his eaployees. 

to which contributions are Made by such employer or 

eMployees, or both, for the purpose of distributing to such 

employees the earnings and principal of the fund accumulated 

by the trust In accordance with such plan, shall not be 

taxabl~ under this section, but any aaount contributed to 

such f~nd by the employer and all earnings of such fund 

shall be Included in computing the lnco•e of the distributee 

In t1e year in which distributed or made available ~o hi•• 

t,t~ Where any part of the incoMe of a trust other 

than a ~es~a•entary trust is or .ay be applied to the 

payment of premiums upon poticies of insurance on the life 

of the 

payable 

grantor 

for the 

(except poticies of Insurance irrevocably 

purposes and in the •anner specified 

relating to the so-called "charitable contribution" 

deduction) or to the payMent of premiu•s upon policies of 

life insurance under which the qrantor is the beneficiary, 
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such >art of the inca.e of the trust shall be included In 

computing the net inca.e o~ the grantor.~ 

H~K-S~LIOHa Section 2. Co~putatlon of net Income of 

estates or trusts. (1) Except as otherwise provided in this 

chapter• •gross income• of estates or trusts ~ans all 

incOMe fro• whatever source derived In the taxable year, 

including but not limited to the following lte•s: 

(a) dividends; 

(b) Interest received or accrued, including interest 

received on obligations of another state or territory or a 

countY• municipality, district, or other political 

subdivision thereof, but excluding interest inco.e from 

obligations of: 

(i) the Unit~d States governMent or the state of 

~ontana; 

(ii) a school district; or 

(iii) a county, municipality, district, 

political subdivision of the state; 

or other 

·(c) incoMe fro• partnerships and other fiduciaries; 

(ri) gross rents and royalties; 

(e) gain from sale or exchange of property• including 

those gains that are excluded from gross income for federal 

fiduciary Income tax purposes by section 64l(c) of the 

Inter~al Revenue Code of 195~, as amended; 

(f) gross profit from trade or business: and 

-6- SB ZltZ 
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f9) refunds recovered on federal incoae tax. to the 

extent the deduction of such tax resulted in a reduction of 

Montana income tax liability. 

(Z) In computing net Income, there are allowed as 

deduc~ions: 

(a} in~erest expenses deductible for federal tax 

purposes according to section 163 of the Internal Revenue 

Code of 1q54, as a•~nded; 

(b) taxes paid or accrued within the taxable yeart 

including bu~ not limited to federal Income tax, but 

excluding Montana incoMe tax; 

(c) that fiduciary•s portion of depreciation or 

depletion which is ded~ctlble for federal tax purposes 

accordiny to sections 167, 611• and 6~2 of the Internal 

Revenue Code of 1954y as a.ended; 

(al charitable contributions that are deductible for 

federal tax purposes according to section 642(c) of the 

Inter,al Revenue Code of 195~, as amended; 

(e) administrative expenses clalaed for federal income 

tax ~Jrposest according to sections 212 and 6~2(g) of the 

Inter,al Revenue Code of 195~, as amended• Jf such e~penses 

were not clatmed as a deduction in the determination of 

Montana inheritance tax; 

(fJ losses fro~ fire• storm, shipwreck• or other 

casualty or fro• theftt to the extent not compensated for by 
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insur~nce or otherwiset that are deductible for federal tax 

purposes according to section 165 of the Internal Revenue 

Code of 1954, as aatended; 

{g) net operating loss deductions allowed for federal 

income tax under section 6~2Cd) of tne Internal Re~enue Cooe 

of 1~5~t as dmendad, except es~ates •ay not claim losses 

that are dedu~tible on the decedent•s final return; 

(h) all benefits received as federal e•ployees' 

retireaent not in excess of S3,600; 

Ci) all benefits paid under the Montana teachers• 

retireaent syste• that are specified as exempt from taxation 

by 19-4-706; 

(jl all benefits paid under the Montana Public 

Employees• Retirement System Act that are specified as 

exempt fro• taxation by 19-3-105; 

(kl all benefits paid under the Montana highway 

patrolMen's retireMent syste• that are specified as exempt 

from taxation by 19-6-705; 

(I) Montana incoae tax refunds or credits thereof; 

(n) all benefits paid under 19-11-60l• 19-11-604, 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• retire•ent system provided 

for by the .etropolltan pollee law; 

-8- SB 242 



1 

z 

3 

ft 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

l1 

18 

19 

20 

21 

zz 
23 

2ft 

z~ 

SB OZftZ{OZ 

(~) all benefits not in excess of $360 received as an 

annuity• pension• or endow~nt under private or corporate 

retiremen~ plans or syste•s• 

(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 1954, as aBended• is in 

effect but with respect to which the election provided for 

under 15-31-202 is not In effect, net income does not 

inclu1e any part of the corporation's undistributed taxable 

inco.e, net operating loss. capi·tal gains or other gains, 

profits, or losses required to be Included in the 

shareholder's f9dera1 inco8e tax net incoee by reason of the 

election under subchapter s. However• the shareholder's net 

income stlall include actual distribution from the 

corporation to the extent it would be treated as taxable 

dividends if the subchapter s. election were not in effect. 

~EW~CllQ~A Sect;on 3. Adjustments to income of 

estates and trusts. (1) The following additional deductions 

shall be allowed fn deriving taxable income of estates and 

trusts: 

(a) any a111ount of i nco11e for the taxable year 

currently required to be distributed to beneficiaries for 

such year; 

(b) any other aMOunts required to oe distributedT 

paid~ or credited for the taxable year; 
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(c) the amount of 60~ of the excess of the net 

long-t.era~ capltal gain over the net short-terRil capital loss 

for the taxable year. 

(2) ~he--fe++ow+n!--ex~p~en,-ere-e++ewee-~-&s~e~~ 

a"d--tras't'* 

tet--•688-fer-ftft-e~~a~et 

tbt--•~89-fo~-e-~+•pte-t?~~t-ond 

tet--•+ee-fer-e-e~ew-~r•s~• THE EKf~eiiON ALLQMfU 

f!IIL..ESI.All.S-Atill....-IIW.SU _ _ll__I!IAL..ElW!fllDI:I-£1!0Y IDEO U1 

U::31l::llUl.l.LU-Al:I!Lll::3!1:l.l.Ullia 

(3) The amount of tax must be determined fro• taxable 

incoMe of an estate or trust in the same .anner as the tax 

on t~able inc~e of individualsT by applying the ~ates 

contained fn 15-30-10~. Credits allowed Individuals under 

Title 15• chaoter 30• also apply to estates and trusts when 

ap~lic3ble. 

(4) Remedies available for the administration. 

enforcement. and collection of individual income taxes 

apply to estates and trusts~ 

also 

1EW-SE~lDH& Section 4. Effective date 

applicability. This act is eff~ctive on passage and approval 

and is applicable to taxable years beginning after December 

31, lqtlz. 

~~W-SE~IlO~a Section 5. Codification instruction. 

Sections Z and 3 are Intended to be cndified as an Integral 
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1 part of Title 15, chapter 30, part l• and the provisions of 

2 Title 15• chapter 30, apply to sections 2 and 3· 

-End-

-u- SB l4Z 



HOUSE OF REPRESENTATIVES 

March 14, 1983 
Committee of the Whole 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 NOo 242 

INTRODUCED BY GAGE, TOWE 

BY REQUEST OF THE REVENUE OVERSIGHT COMMITTEE 

A BILL FOR AN ACT ENTITLED: •AN ACT TO GENERALLY REVISE AND 

CLARIFY LAWS 

PROPERTY HELD 

PERTAINING 

U. TRUST, 

TO INCOME TAXATION OF ESTATES, 

AND BENEFICIARIES OF ESTATES DR 

TRUSTS; AMENDING SECTION 15-30-135• MCA; PROVIDING 

IMMEDIATE EFFECTIVE DATE AND AN APPLICABILITY DATEo• 

AN 

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

~ectfon 1. section 15-30-135t MCA. Is aaended to read: 

"15-30-135. Tax on ~eneficiarles or fiduciaries of 

estates or trusts. (lt A tax shall be i•posed upon either 

the fiduciaries or the beneficiaries of estates and trusts 

as hereinafter provided• except to the extent such estates 

and trusts shall be held for educational, charitable~ or 

religious purposes. which tax shall be levied, collected• 

and paid annually with respect to the inco•e of estates or 

of any kind of property held in trust, including: 

(a) income recefwed by esta~es 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 

ter•s of the will or trust; ADd 

(d) inco.e which Is to be distributed to the 

beneficiaries period1cally• whether or not at regular 

Intervals, and the inco.e collected by a guardian of an 

infant, to be held or distributed as the court •ay direct• 

8ftda 

fet--+neo.e---o~---eft---es~~---~+"1--~~e--pe~+o~--~ 

ad•+n+s~et+Oft-er-sett~~~-pera+t~d-~-saoseet+en-t~t--o~ 

~ht~--see~+eft--~o--~e--dedae~ee-fre•-~he-fte~-+fteo.e.-the~~ 

w+~ft-re~erenee-to-wh+eh-+~-te-&e-ps+d-by-the-f+Gac+eryw 

(Z) The fiduciary shall be responsible for making the 

return of income for the estate or trust for which he acts, 

whethPr the fiduciary or the beneficiaries Be a£a taxable 

with re¥erence to ~he income of such estate or trust• Tfte 

ft@e-~ee.e-ef-eft-~~~e~e-er-~r~s~~~+-&e--eo•'~~ed-_.ft--the 

~a.e--•eftner--aftd--on--the--~eme--~es+s--a§-,~ev+ded-ift-~+§ 

ehe~~r-for-+~T•+d~a+-t~'eyer~y-exeept--thet--~ere--~he++ 

e+~~--he-a••GW@d-~-e-dedae~on-eny-part-o~-tfte-gro,s-+neeae 

whTehy-~ttr~aftftt-~e-the-te~~s-of-the-w+~~--e#--deed--eree~Tft~ 

~he-~r~~~y--+s-pe+d-to-~-he~e-fer-tfte-~ft+~ed-Ste~es-o~-a"T 

~tatey-terr+teryy-or-e"y-~e+~~+ea+--~~ed+•*~*~-the~eo~--er 

tfte-B+~~r+et-of-&e~~mh+aw In cases under subsections Lal-8Dd 

(d) eftd-fet of subsection (lt e~-~h+~-seet+~t the fiduciary 
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shall include in the return a state.ent of each 

beneficfary•s distributive share of sueh net lnca.e. whether 

or not distributed before the close of the taxable year for 

which the return Is •ade. 

(3) In cases under subsections (a), (bJ• and (c) of 

subsection (1• ef-~h+s-,ee~+aft• the tax shall be i•posed 

upon the fiduciary of the estate or trust with respect to 

the n~t inc~ of the estate or· trust and shall be paid by 

the fiduciary&y•eweep~-~he~t"-~e~+ft+~~-~he-fte~-+ftee•e-o~ 

~he--e,~~e-~--eny--deeeesed--,e•~eft--~~+n~-~he-~eP+od-o¥ 

sd.tn+,t~s~en-er-sett~e~y--there--.ey--he--ded~-.d-~he 

••ewnt--of--efty--~--pr~rty--~d-~--ered+...-to-ew, 

~~~ey-he+ry·e~•fter--heft_.+e+ary.--~n--saen--e~y--~he 

ft-ftry--'of-tht!t-..stete--r-•tte+~-l>'e~e~hwe<i-ttht!t-se-

nn--o--rl!rideftt----of-en-l!ftete-.,.._....,..,... ___ ,_..,,.+dl!t'ft. 

9fte~t-be-eab~-to-e--~e.--en+y--~-~~---·~~--..--~eh 

tnd+rit!IM~s ottner•then--+d.tftts• ... ...-q.+ee~---t.~e-Hb 

t~,_-tet-fht!tre---sh•~~--ee--atta*Ot!--ee--ew--&t!d+t+sne+ 

t!~ton-tn-ea.pat+ng~he•net•lwev.e o~tt~~l!-er-tra~ 

~s.ean~-&f-t~e-tne.,..-ef-~e•~•~-er--trBlt't--~r--+ts 

teweb+e--T••r--~teh--ts--te-be-d+str+ .. ~et! e•rren~-bT~he 

~tdBei8PT-to-the-benefte+ertes-end-tfte-aM&Bnt-o•-t~a--+neeMe 

e.,t+el!!'~.,d-by-e-"a..,.t!t-eft-of-an•+nflfMy-whtell-+s-to-l>'e-hetd--

-3- SB 242 

1 

2 

3 

... 
5 

6 

1 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB OZitZ/03 

d+s~PfbH~ed--as--+he--eeb~t--mey--~+r~e~•--h~~-~he-a.oaft~-ao 

a•+ewed-e,-e-dedae~+eft-she++-he-+fte+uded--+n--ee~+n~-~he 

net--+fteeee-&F-tfte-henef+e+er+e.-~her-d+~~r+b~ed-to-~ha. 

er-rtot-•---AI"'f-M18t:lft~-•+'tewett--1!!f'S--a--tfetH:tet+on--.ntder---tttn 

sdb~eet+on--~he++--~--be-•e++owed--as--e--dedac~+eft--ander 

~bsee~+oft-t~tbt--of-~~+s--aee~+&R--+~-~he--~eae--er--eny 

saeeee~+n~tawab+e-yea~ 

tet--ift--~e--ease--ef--+neo.e--r~e+yed--hy-ee~etes-of 

~eea~ed-~e~n~-dar+ng--~fte--pe~+od--of--ed-+n+s~r ... a~--er 

se~~+emen~-ef-~he-e~ate-en~-+ft-~he-ees~-of-~neeMe-wh+ehT-+n 

~he--d+~e~e~+en--e~-~e-~ae+eryT-•ay~e-e+eher-d~~+e~ed 

to-the--fteter,.-.,..--~~ed.-thet'e-si!Mi-be-e~kwed-tt<t 

an-a~~~ona+-dedse~an-+n-eo~~the-nett-+nea.e--of•-the 

estfte--ttr--tr<ost--the-e-ef~he-+n,__.,._the-e<otste-or 

tfllst-•or--+ts-tewet>_-y_r--aott+eto--ts--p""""r~y--ptriod--or 

eredtted--d8t'~~tr--ssell--y ..... --t_..., __ ~-.---....--.... 
l>enf!f~e+sry.-btt4!-th....,_t._e+~-d---d---stwH 

be--+fle~toded-t..--e-""'tnog-~tt--net-tne---~eteey 

fte+~y-&P-heftef+e+&Py• 

'fet If the taxpayer•s net lnco•• for ~tlet\ .tbJl tax·ab1e 

year gf_tba.e~~te.at trust Is co.puted upon the ba.ls of a 

perlo1 different from that upon the basis of which the net 

incom~ of the estate or trust Is co•pu~ed, then his 

distributive share of the net inco•e of the estate or trust 

for any accounting period of such estate or trust endinq 
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wl~hi~ the fiscal or calendar year shall be co•puted upon 

the basis on wntch such beneficiary•s net Income is 

co~puted. In such cases. a beneficiary not a resident shall 

be taxable with respect to his inco•e deriwed through such 

estate or trust only to the extent provided in 15-30-131 for 

individuals other than residents. 

f'tL!l The fiduciary of a trust created by an employer 

as a oart of a stock bonus, pension• or profit-sharing plan 

~or the exclusive benefit of soae or all of his employees, 

to which contributions are made by such e•plo~er or 

employees, or botht for the purpose of distributing to such 

employees the earnings and principal of the fund accumulated 

by the trust in accordanc~ with such plan, shall not be 

taxable under this section, but any a•ount contributed to 

such fund by the employ9r and all earnings of such fund 

shall be Included in computing the inc~ of the distributee 

in t~e year in which distributed or made available to him. 

f&tL~l Where any part of the Income of a trust other 

than a testamentary trust is or •ay be applied to the 

payment of premiums upon policies of insurance on the life 

of the grantor (except policies of Insurance irrevocably 

payable for the purposes and in the Manner specified 

rel~tinq to the so-called •charitable contribution• 

deduction) or to the pay•ent of premiums upon policies of 

life insurance under which the grantor is the beneficiary, 
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such oart of the inco•e of the trust shall be included in 

co•puting the net inco.e of the grantor.• 

~EW-~IIQI. Section 2. Co•putation of net income of 

estates or trusts. {lJ Except as otherwise provided in this 

chapter, •gross inco•e• of estates or trusts eeans all 

income fro• whatever source derived In the taxable year 9 

including Dut not limited to the following items: 

(a) dividends; 

(D) interest received or accrued, including interest 

received on obligations of another state or territory or a 

county, ~unicipalltyt district, or other political 

subdivision thereof, but excluding inte~est inco~ from 

obligations of: 

(i) the United States govern•ent or the state of 

~ontana; 

(iiJ a school district; or 

(i li) a county, Municipality, district~ o• other 

political subdivision of the state; 

(c) inco~e from partnerships and other fiduciaries; 

(rl) gross rents and royalties; 

{~) gain from sale or exchange of property• including 

those gains t~at are excluded from gross income for federal 

fiduciary income tax purposes by section 64l(c) of the 

Inter~al Rev~nue Code of 1954• as amendedj 

(f) gross profit from trade or business; and 

-6- SB Z42 
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(g) refunds recovered on federal income tax. to the 

extent the deduction of such tax resulted in a reduction of 

Hontan3 fnco~e tax liability. 

{2) In coeputing net income 9 there are allONed as 

deductions: 

{a) interest expenses deductible for federal tax 

purposes according to section 163 of the Internal Revenue 

Code of 195., as a~ended; 

(D) taxes paid or accrued within the taxable year, 

including but not li•ited to federal inco•e tax 9 but 

excluding ~ontana income tax; 

(C) that fiduciary•s portion of depreciation or 

depletion which is deductible for federal tax purposes 

according to $~tions 161. 611• and 642 of the Internal 

Revenue Code of 195~• as amended; 

(d) charitable contributions that are deductible fo~ 

federal tax purposes according to section 6~Z(c) of the 

Internal Revenue Code of 195~9 as aMended; 

(e) adMinistratfye expenses clal~ed for federal incoae 

tax purposes, according to sections 212 and 6~2(gJ of the 

Internal Revenue Code of 195~9 as aMended, if such expenses 

were not claimed as a deduction in the de~er•ination of 

Montana inheritance tax; 

(f) losses fro• fire• storm• shipwreck, or other 

casualty or from theft, to the extent not compensated for by 
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insur8n~e or otherwise. that are deductible for federal tax 

purposes according to section 165 of the Internal Revenue 

Code of 19549 as a~ended; 

(g) net operating loss deductions allowed for federal 

income tax under section 642{d) of the Internal ~evenue Code 

of 1954, as amended 9 except estates may not claiM losses 

that are deductible on the decedent's final return; 

(ll) all benefits received as federal employees• 

retir~ment not In excess of $3t600; 

(i) all benefits ~aid under the ~ontana teachers• 

retirement systeM that are specified as e•empt from taxation 

by 19-4-706; 

(j) all benefits paid under the Montana Public 

Employees• Retire•ent System Act that 

exempt from taxation by 19-3-105; 

fkl all bene~lts paid under the 

are specified as 

Mont. ana highway 

patrolMen•s retireMent syste• that are specified as exempt 

from taxation by 19-6-705; 

fl) Montana income tax refunds or credits thereof; 

tm) all benefits paid under 19-11-602• 19-11-6~. and 

19-11-605 to retired and di~abled flre~en or their surviving 

spous~s or children; 

(n) all benefits paid by first- or second-class cities 

for the ~ontana police officers• retire•ent system provided 

for by the metropolitan police l~w; 
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(o) all benefits not in eKcess of $360 received as an 

annuitv• pension, or endowment under p~ivate or corporate 

retirement olans or systems. 

C3) In the case of a shareholder of a corporation with 

respect to which the election provided for under subchapter 

s. of the Intel"nal Revenue Code of 1954• as amended9 i-s in 

effect but ~ith respect to which the election provided for 

under 15-31-202 is not in effect. net income does not 

incluje any part of the corporation's undistributed taxable 

incomP9 net operating loss. capital gains or other gains. 

profits., or losses required to be included in the 

share~older•s federal inco•e tax net income by reason of th_e 

election unrler subchapter s. However, the Shar~lw1der•s net 

income shall include actual distribution from the 

corporation to the extent it would be treated as taxable 

di~idends if the 5ubchapter s. election were not in effect. 

~~--SftllU~a Section J. Adjustments to income of 

estatPs and trusts. (1) The follo~inq additional aeductions 

s~all be allowed in deriving taxable inco~e of estates and 

t~usts: 

(a) any amount of Income for the taxable year 

cur~ently required to be distributed to beneficiaries for 

such year; 

(b) any other amount• e&Ue~RLX--eAlQ __ us__~~Qli~QR 

requirerl to b~ distrlbutedy--pe+~--o~--e~edTted for th~ 

_,_ 
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taxable year; 

(c) the amount of 60% of the excess of the net 

long-term capital qain over the net short-term capital loss 

for the taxable year. 

{2) fhe-fet+ow+ng-e•em~+en~-ere-e++ewed--f&•--es~e~es 

eftd-~f"'tiH!I* 

tet--t66&-~-en-e~tate~ 

tet--•3ee-fo•-8-s+•p+e-~rtt!l~t-an~ 

tet--s~ee--f~r--e--eo~~tex-tra~tw IUf~~eil~U~EQ 

fUB--ESI&I~~--A~U--IWUSIS-_li__IHAI__~&f~fLLD~-fRUXlQfQ __ ~ 

l~:l~llZiZlLAl-&HQ_l5=lQ~lZ!Bl~ 

(3) The amount of tax •ust be deter~ined from taxable 

income of an estate or trust in the sAme manner as the tax 

on taxable income of individuals, by applving the rates 

cont-ained in 15-30-103. Credits allowed individuals under 

Title 15 1 chapter 30t also apply to estates and trusts when 

ap;>llo >bl e. 

14t Remedies available for the administration, 

enfor~ement 1 and collection of inalvidual income taxes also 

apply to estates and trusts. 

~~H-~~IlQtla Section 4. Effective date 

applicability. This act is effective on passaqe and approval 

and is applicable to taxable years oeqinning after December 

31~ 1982. 

~~~-S~'IlJtla Section 5. Codification instruction. 

-10- ::;B 2't2 
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l Sections 2 and 3 are intended to be codified as an integral 

2 part ~f Title 1~ 9 chapter 30w part lw and the provisions of 

3 Title 15, chap~er 30, apply to sections Z and 3. 

-End-
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