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rnTRooucED BY ~:O 4., /,1, ('·-u f/ 
BY REQUEST OF THE DEPARTMplT OF REVENUE 

A BILL FOR AN ACT ENTITLED: "AN ACT REMOVING THE CAPITAL 

GAIN EXCLUSION FROM TRUST AND ESTATE TAXABLE INCOME TO MAKE 

MONTANA INDIVIDUAL AND TRUST TAXABLE INCOME STATUTES 

CONSISTENT; AMENDING SECTION 15-30-136, MCA; AND PROVIDING 

AN APPLICABILITY DATE." 

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

Section 1. Section 15-30-136, MCA, is amended to read: 

•is-J0-136. C011putation of income of estates or trusts 

e•emption. (l) Except as otherwise provided in this 

chapter, "gross income" of estates or trusts means all 

income from whatever source derived in the taxable year, 

including but not limited to the following items: 

(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 the~eer of the state, but excluding interest 

income from obligations of: 

(i) the United States government or the state of 

Montana; 
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(ii) a school district: or 

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

political subdivision 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 gains that are excluded from gross income for federal 

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

Internal Revenue Code of 195~. as amended: 

(f) gross profit from trade or businessi and 

(g) refunds recovered on federal income tax, to the 

extent the deduction of s~eh the tax resulted in a reduction 

of Montana income tax liability. 

(2) In computing net income, 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 amended: 

(b) 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, 611, and 642 of the Internal 

Revenue Code of 1954, as amended; 
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(d) charitable contributions that are deductible for 

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

Internal Revenue Code of 1954, as amended; 

(e) administrative expenses claimed for federal income 

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

Internal Revenue Code of 1954, as amended, if such the 

expenses were not claimed as a deduction in the 

determination of Montana inheritance tax; 

If) losses from fire, storm, shipwreck, or other 

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

insurance or otherwise, that are deductible for federal tax 

purposes according to section 165 of the Internal Revenue 

Code of 1954, as amended; 

(g) net operating loss deductions allowed for federal 

15 income tax under section 642{d) of the Internal Revenue Code 

16 of 1954, as amended, except estates may not claim losses 

17 that are deductible on the decedent's final return: 

18 

19 

(h) Montana income tax refunds or tax refund credits. 

(3) The following additional deductions shaii--be are 

20 allowed in deriving taxable income of estates and trusts: 

21 (a) any amount of income for the taxable year currently 

22 required to be distributed to beneficiaries for stteh the 

23 year; 

24 (b) any other amounts properly paid or credited or 

25 required to be distributed for the taxable year7~ 
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tet--the--amottftt--ef--66%--or--the--exeess--ef--the--net 

¼onq-term--eapita¼-ga*n-over-the-net-short-term-eap*ta¼-½e99 

for-the-taxab½e-yearT 

(4) The exemption allowed for estates and trusts is 

that exemption provided in 15-30-112(2)1a) and (6)."' 

NEW SECTION. Section 2. Applicability -- ruleaaking. 

(1) (This act] applies to tax years beginning after December 

31, 1993. 

(2) The department of revenue may institute rulemaking 

under Title 2, chapter 4, to implement [this act) prior to 

October 1, 1993, but the rules may not be effective prior to 

October 1, 1993. 

-End-
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STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for HB0297. as introduceg. 

DESCRIPTION OF PROPOSED LEGISLATION: 

An act removing the capital gain exclusion from trust and estate taxable income to make Montana individual and trust taxable 
income statutes consistent; providing an applicability date. 

FISCAL IMPACT: 

There will be a minimal negative revenue impact in FY94 and FY95. 

Jda,..., ,!,..,,.,: I · 1:i, q 3 
DAVID LEWIS, BUDGET DIRECTOR DATE 
Office of Budget and Program Planning 

I 

r J ' / ' , ) 

BEA McCARTHY, PRIMARY sJoNso? DATE 

Fiscal Note for HB0297. as introduced 
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APPROVED BY COMMITTEE 
ON TAXATION 
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INTRODUCED BY ,;-3~ , );,:~ ?~ 
BY REOUEST OF THE DEPART OF REVENUE 

A BILL FOR AN ACT ENTITLED: "AN ACT REMOVING THE CAPITAL 

GAIN EXCLUSION FROM TRUST AND ESTATE TAXABLE INCOME TO MAKE 

MONTANA INDIVIDUAL AND TRUST TAXABLE INCOME STATUTES 

CONSISTENT: AMENDING SECTION 15-30-136, MCA; AND PROVIDING 

AN APPLICABILITY DATE." 

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

Section 1. section 15-30-136, MCA, ls amended to read: 

"15-30-136. Coaputation of incoee of eatatea or trust■ 

exe11ptlon. (1) Except as otherwise provided in this 

chapter, "gross income" of estates or trusts means all 

income from whatever source derived in the taxable year, 

including but not limited to the following items: 

(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 ~hereef of the state, but excluding interest 

income from obligations of: 

(1) the United States goverrunent or the state of 

Montana; 
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(ii) a school district: or 

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

political subdivision of the state; 

(c) inc0111e frOlll partnerships and other fiduciaries; 

(d} gross rents and royalties; 

(e) gain fr011 sale or exchange of property, including 

those gains that are excluded from gross incoae for federal 

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

Internal Revenue Code of 1954, as amended; 

(f) gross profit from trade or business• and 

(g) refunds recovered on federal income tax, ta the 

extent the deduction of saeh the tax resulted in a reduction 

of Montana income tax liability. 

(2) In c011puting net income, 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 amended; 

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

including but not limited to federal income tax, but 

excluding Montana inc011e tax; 

(c) that fiduciary's portion of depreciation or 

depletion which is deductible for federal tax purposes 

according to sections 167, 611, and 642 of the Internal 

Revenue Code of 1954, as amended; 

-2-
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(d) charitable contributions that are deductible for 

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

Internal Revenue Code of 1954, as a11ended; 

(e) administrative expenses claimed for federal income 

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

Internal Revenue Code of 1954, as amended, if stteh the 

expenses were not claimed as a deduction in the 

determination of Montana inheritance tax: 

(f) losses fr0111 fire, storm, shipwreck, or other 

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

insurance or otherwise, that are deductible for federal tax 

purposes according to section 165 of the Internal Revenue 

Code of 1954, as aaended; 

(g) net operating loss deductions allowed for federal 

15 income tax under section 642(d) of the Internal Revenue Code 

16 of 1954, as amended, except estates 11ay not claim losses 

17 that are deductible on the decedent's final return, 

18 (h) Montana inC0111e tax refunds or tax refund credits. 

19 (31 The following additional deductions shai¼--be are 

20 allowed in deriving taxable incoae of estates and trusts: 

21 (a) any aaount of incoae for the taxable year currently 

22 required to be distributed to beneficiaries for aaeh the 

23 year, 

24 (.bJ any other amounts properly paid or credited or 

25 required to be distributed for the taxable year7~ 
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tet--the--aaoant--of--681--of--the--e•eesa--of--the--net 

¼on9-tera--eapita¼-9ain-o•er-the-net-short-tera-eap¼ta¼-¼oas 

for-~he-~•••b¼e-yearT 

(4) The exeaption allowed for estates and trusts is 

that exemption provided in 15-J0-ll2(2)(a) and (6)." 

NEW SECTION. Section 2. Applicability -- ruleaaking. 

(l) (This act) applies to tax years beginning after December 

31, 1993. 

(2) The department of revenue may institute rulemaking 

under Title 2, chapter 4, to impleaent (this act) prior to 

OCtober 1, 1993, but the rules may not be effective prior to 

October 1, 1993. 

-End-
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INTRODUCED BY ,;;I ' ' , OF REVENUE 

A BJLL FOR AN ACT ENTITLED: "AN ACT REMOVING THE CAPITAL 

GAIN EXCLUSION FROIC TRUST AND ESTATE TAXABLE INCOME TO MAKE 

MONTANA INDIVIDUAL AND TRUST TAXABLE INCOME STATUTES 

CONSISTENT; AMENDING SECTION 15-lD-136,.NCA; AND PROVIDING 

AN APPLICABILITY DATE.• 

BE IT ENACTED BY THE LI!XlISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 15-lD-136, MCA, la aaended to read: 

"15-]D-136. ~talion of incc.e of eatat.,. or trusts 

e•-tion. (1) Eacept as otherwise provided in this 

chapter, •gross inc011ie• of estates or trusts aeans all 

income froa whatever source derived in the taxable year, 

including but not llaited to the following !teas: 

(a) dividends: 

(b) interest received or accrued, including interest 

received on obll~tions of another state or territory or a 

county, ■unicipality, district, or other political 

■ubdivision thereef of the state, but excluding interest 

incoae frma obligations of: 

(i) the United States governaent or the state of 

Montana: 

~u,_,_ 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

u 
15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC D526/Dl 

(ii) a ■chool district; or 

(ill) a county, aunicipality, district, or other 

political subdivision of the state; 

(c) lncoae fros partnerships and other fiduciaries; 

(d) gross rents and royalties; 

(e) gain fros sale or eachange of property, including 

those gains that are excluded fr0111 gross incoae for federal 

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

Internal Revenue Code of 1954, as amended: 

Cf) gross profit fr011 trade or business; and 

Cg) refunds recovered on federal incoae tax, to the 

extent the deduction of each the tax resulted in a reduction 

of Montana incoae ta• liability. 

(2) In coaputing net incoae, there are allowed as 

deductions: 

(a) interest expenses deductible for federal ta• 

purposes according to section 163 of the Internal Revenue 

Code of 1954, as a■ended1 

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

including but not li■ited to federal inc0111e tax, but 

excluding Montana incoae tax: 

(c) that fiduciary"s portion of depreciation or 

depletion which is deductible for federal tax purposes 

according to sections 167. 611, and 642 of the Internal 

Revenue Code of 1954, as a■ended: 

-2-
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that are deductible for 

section 642Cc) of the 

Internal Revenue Code of 1954, aa aaended; 

Ce) adainistrative expenses claiaed for federal incoae 

tax purposes, according to sections 212 and 642Cg) of the 

Internal Revenue Code of 1954, as a•ended, if aaeh the 

ezpenses were not clai■ed as a deduction in the 

deteraination of Montana inheritance tax; 

Cf I losses fr0111 fire, stor■ , shipwreck, or other 

casualty or froa theft, to the extent not compensated for by 

insurance or otherwise, that are dMuctible for federal tax 

purposes according to section 165 of the Internal Revenue 

Code of 1954, as .aaended; 

14 Cg) net operating loss deductions allowed for federal 

15 in.,._ tax under section 642(d) of the Internal Revenue Code 

16 of 1954. as aaended, except estates aay not clai■ losses 

17 that are deductible on the decedent's final return, 

18 

19 

th> Montana incoae tax refunds or tax refund credits. 

Ill The following additional deductions shell--lte are 

20 .allowed ln deriving taxable incoae of estates and trusts: 

21 Ca) any a■ount of inco■e for the taxable year currently 

22 required to be distributed to beneficiaries for aeeh the 

23 year 1 

24 Cb) any other -nts properly paid or credited or 

25 required to be distributed for the tax.able year~~ 
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tet--~he---n~--of--681--of--the--e•eeee--af--~---~ 

¼on9-~er11--eapi~•l-.-in-o•er-the-ne~-ellert-ter■-eap¼~■l-l.,.. 

for-~lte-~•••ble-J'ftlPT 

C41 The ex1!91)tion allowed for estates and trusts is 

that exe■ption provided in 15-30-ll2(2)(a) and (6)." 

NEW SECTION. Section 2. Applicability ruleaaki119. 

(1) (This act) applies to tax years beginning after December 

31, 1993. 

(2) The depart■ent of revenue ■ay institute rul..,...king 

under Title 2, chapter 4, to i■ple■ent (this act) prior to 

October l, 1993, but the rules ■ay not be effective prior to 

October l, 1993. 

-End-

-4-
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HOUSE BILL NO. 297 

INTRODUCED BY MCCARTHY 

BY REQUEST OF THE DEPARTMENT OF REVENUE 

A BILL FOR AN ACT ENTITLED: "AN ACT REMOVING THE CAPITAL 

GAIN EXCLUSION FROM TRUST AND ESTATE TAXABLE INCOME TO MAKE 

MONTANA INDIVIDUAL AND TRUST TAXABLE INCOME STATUTES 

CONSISTENT, AMENDING SECTION 15-30-136, MCA; AND PROVIDING 

AN APPLICABILITY DATE." 

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

Section 1. Section 15-30-136, MCA, is amended to read: 

"15-30-136. Computation of income of estates or trusts 

exemption. (1) Except as otherwise provided in this 

chapter, "gross income" of estates or trusts means all 

income from whatever source derived in the taxable year, 

including but not limited to the following items: 

(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 ~hereof of the state, but excluding interest 

income from obligations of; 

Ii) the United States government or the state of 

Montana: 
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(ii) a school district: or 

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

political subdivision 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 gains that are excluded from gross income for federal 

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

Internal Revenue Code of 1954, as amended; 

(f) gross profit from trade or business; and 

(g) refunds recovered on federal income tax, to the 

extent the deduction of stteh the tax resulted in a reduction 

of Montana income tax liability. 

(2) In computing net income, 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 amended; 

(b) 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, 611, and 642 of the Internal 

Revenue Code of 1954, as amended; 

-2- HB 297 
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(d) charitable contributions that are·deductible for 

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

Internal Revenue Code of 1954, as amended; 

(e} administrative expenses claimed for federal income 

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

Internal Revenue Code of 1954, as amended, if stteh the 

expenses were not claimed as a deduction in the 

determination of Mo.ntana inheritance tax; 

( f) losses from fire, storm, shipwreck, or other 

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

insurance or otherwise, that are deductible for federal tax 

purposes according to section 165 of the Internal Revenue 

Code of 1954, as amended; 

(g) net operating loss deductions allowed for federal 

15 income tax under section 642(d) of the Internal Revenue Code 

16 of 1954, as amended, except estates may not claim losses 

17 that are deductible on the decedent's final return; 

18 (h} Montana income tax refunds or tax refund credits. 

19 (3) The following additional deductions sha¼¼--be ~ 

20 allowed in deriving taxable income of estates and trusts: 

21 (a) any amount of income for the taxable year currently 

22 required to be distributed to beneficiaries for stteh the 

23 year; 

24 (b) any other amounts properly paid or credited or 

25 required to be distributed for the taxable year~~ 
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tet--the--amoant--0£--691--0£--the--e~eess--0£--the--net 

¼ong-term--eap¼ta¼-9ain-ever-the-net-shert-term-capi~al-¼ess 

rer-~he-~axab¼e-year, 

(4) The exemption allowed for estates and trusts is 

that exemption provided in 15-30-112(2J(a) and (6)." 

NEW SECTION. Section 2. Applicability -- rulemaking. 

(1) [This act) applies to tax years beginning after December 

31, 1993. 

(2) The department of revenue may institute rulemaking 

under Title 2, chapter 4, to implement (this act] prior to 

October 1, 1993, but the rules may not be effective prior to 

October 1, 1993. 

-End-
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