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NEW SECTION, Section 1. Exempuon for closely held business property. (1) The vaiue of &ny

4 &
Ifreal
property and tangible personal property of a closely held business, as defined in 72-16-453, that is

transferred to the lineal descendants of the deced@gg—gr’ndparents is exempt from the tax imposed under

parts 1 through 8. '5/1"3-4"“‘?/2' W/

{2) Property owned by a closely held business is considered as being owned proportionately by or

for its shareholders, partners, ar owners.
(3) For the purposes of this section, "tangible personal property” means property, other than
intangible property as defined in 72-16-101, that is owned by a closely held business. The term does not

include an ownership interest in the closely held business.

Section 2. Section 72-16-101, MCA, is amended to read:

"72-16-101. Definitians. In parts 1 through 8, the following definitions apply:

(1) Fhre-werds—ceunty "County treasurer”, "public administrator”, and "county attorney” shal-be
takente mean the treasurer, public administrater, and county attorney of the county in which the district
court has jurisdiction of the proceedings.

(2) Fhe—word—deecedent—shal—inalude "Decedent” includes the testator, intestate, grantor,

bargainor, vendor, or donor.

(3) Fho—words—estate” "Estate” and "property" shal—betaken—te mean the real and personal
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property ar interest therein in the property passing or transferred to individual legatees, devisees, heirs, next
of kin, grantees, donees, or vendees and not as the property or interest thereir in_the property of the
decedent, grantor, donor, or vendor and shat-relade include all personal property within or witheudt outside
of the state.

{(4) "Intangible" or "intangible property”, when used without other qualifications, shal-be-takente

welide includes but is not limited to all mereys money, stocks, bonds, notes, securities, |easehalds,

contracts, and credits of all kinds, secured or unsecured.

(5) Fheterms—jeints "Joint" and “jointly" refer to awnership of property by two or more persons

having as one of the incidents of swek the ownership the right of survivorship in the surviving owner or
owners upon the death of one of the owners. This definition does not atfect the concept of property owned
as tenants in commaon, and this type of ownership shat-eentiue continues to be recognized where when
applicable.

(6) Fho-werd-“transtershallbe-takente-retade "Transfer” includes the passing of property or any

interest thereim in_the property, in possession or enjoyment, present or future, by inheritance, descent,
devise, succession, bequest, grant, deed, bargain, sale, gift, or appointment in the manner herein prescribed

in parts 1 through 8 to each individual or corporation.”

Section 3. Section 72-16-453, MCA, is amended to read:

"72-16-453. Closely held business defined -- qualification. (1} For the purposes of [section 1] and

72-16-452, the term following definitions apply:

{a) "Closely held business” means:

{i} a trade or business carried on as a sole proprietorship;

(i} a partnership carrying on a trade or business if the partnership had 15 or fewer partners; or

(iii) a corporation carrying on a trade or business if the corporation had 15 or fewer shareholders.

(b} “interest "Interest in a closely held business” means:

{a}{i} an interest as a sole proprietor in a trade or business carried on as a proprietorship;

{b}ii} an interest as a partner in a partnership carrying on a trade or business if:

HHA) 20% or more of the tatal capital interest in the partnership is would be taxable under Title

72, chapter 16, part 3, except for [section 1], as a transfer from the decedent; or

{i3(B) the partnership had 15 or fewer partners;
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+e}iti) stock in a corporation carrying on a trade or business if:

{A) 20% or more in value ot the voting stock of the corporation is would be taxable under Title
72, chapter 16, part 3, except [section 1], as a transfer from the decedent; or

##(B] the corporation had 15 or fewer shareholders.

(2) Datermination for qualification under subsection (1}{b} must be made as of the time immed:ately
before the dacedent’s death.

(3) Stock or a partnership interest held by a husband and wife as joint tenants or tenants in
common is treated as owned by one shareholder or one partner, as the case may be,

(4) Property owned directly or indirectly by or for a corporation, partnership, estate, or trust is
considered as being owned proportionately by or for its sharehclders, partners, or beneficiaries. For the
purpases of this subsection, a person is a beneficiary of a trust only if ke the person has a present interest
in the trust.

{b) All stock and all partnership interests held by the decedent or by any member of his the
decedent’s family within the meaning of section 267(c){4) of the Internal Revenue Cade is treated as being

owned by the decedent.”

Section 4, Section 72-16-455, MCA, is amended to read:

"72-16-455. Partnership interests and stock not readily tradable. (1) if the personal representative
elects the benefits of this section, at sueb the time and in swek the manner as the department may
prescribe:

(a) for the purposes of 72-16-453FHbHH{1DMIIMA) or HHeHd (1)(blliiid(A), whichever is
appropriate, and for the purposes of 72-16-456, any capital interest in a partnership and any nonreadily
tradable stock, which after the application of 72-16-453(2) through (5) is treated as owned by the
decedent, shalt must be treated as taxable under Title 72, chapter 16, part 3, in determining the value of
a transfer from the decedent;

{b) the personal representative shall must be treated as having selected under 72-16-452(3) the
date prescribed by 72-16-441 for the payment of the tax without interest; and

{c) section 72-16-461 does not apply.

{2} For the purposes of this section, "nonreadily tradable stock”™ means stock for which at the time
of the decedent’s death there was no market on the stock exchange or in an over-the-counter market.”
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1 NEW SECTION. Section 5. Codification instruction. [Section 1] is intended to be codified as an
integral part of Title 72, chapter 16, part 3, and the provisions of Title 72, chapter 18, part 3, apply to

[section 1].

NEW SECTION. Section 6. Effective date -- retroactive applicability. [This act] is effective on

passage and approval and applies retroactively, within the meaning of 1-2-109, to estates of persons who

die after December 31, 1996.
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STATE OF MONTANA - FISCAL NOTE

Fiscal Note for HB0384, as introduced

DESCRIPTICON OF PROPQGS GISLATION:
En act excluding from inheritance taxes any interest in and the real property and tangible
personal property of closely held businesses that are transferred to the lineal

descendants of the decedent's grandparents; and providing an immediate effectiwve date and
retroactive applicability date.

ASSUMPTIONS :
1. This proposal 1s effective upon passage and approval and applies retroactively to

estates of persons who die after December 31, 1596. The first full-year impact on
revenue will be in FY98.

2. Lineal descendants of the decedent's grandparents would be exempt from the
inheritance tax.
3. Only tangible persocnal and real property would qualify for the exemption.

Intangible personal property — cash, stocks, bond, notes, etc., would continue to be
taxable in full.

4, A stratified random sample of 100 inheritance tax returns filed between January 1L,
169¢ and November 30, 1996 was examined to determine the amount of cleosely held
property subject to inheritance tax. Based on Department of Revenue analysis of the
sample, it is estimated that inheritance taxes would be reduced by approximately
$1.1 millicn per year under this proposal.

FISCAL IMPACT:

Iy 98 FY 89

Revenyes:
Inheritance Tax {$1,100,000) ($1,104,000)
(General Fund)

R A

DAVE LEWIS, BUDGET DIRECTOR DATE ALVIN ELLIS JR., PRIMAR;/SE(’)N,SOR DATE
Office of Budget and Program Planning

Fiscal Note for HBQ384 5 introduce
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fo NEW SECTION. Section 1. Excmption for closely held business property. (1) The value of 4ny.
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mterast in a clossly held business represented by real property and tangible personal property and

property and tangibie personal property of a closely held business, as defined in 72-16-453, that is

transferred to the lineal descendants of the decedgnt's-grandparents is exempt from the tax imposed under
<2 ~
parts 1 through 8. }W

{2} Property owned by a closely held business is consideraed as baing owned proportionately by or
for its sharehoiders, partners, or owners,

{3) For the purposes of this section, "tangible personal property" maans property, other than
intangible property as defined in 72-18-101, that is owned by a clossly held business. The tarm does not

include an ownership interest in the closely held business.

Section 2. Section 72-16-101, MCA, is amended to read:

"72-16-1Q1. Definitions. In parts 1 through 8, the following definitions apply:

(1) Fhe-werde—osunty "County treasurer”, "public administrator”, and "county attorney” shat-be
taken-te mean the treasurer, public administrator, and county attornay of the county in which the district
court has jurisdiction of the proceedings.

(2) Fhe—werd—decedent——shall—nelude "Decedent” includes the testator, intestate, grantor,
bargainor, vendor, or donor.

(3) Fho-weords—ostate— "Estate” and "property” shel-be—taker—te mean the real and personal

g s 483
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proparty or interest thesein in the property passing or transterred to individual legatees, devisees, heirs, next
of kin, grantees, donees, or vendees and not as the property or interest therein n_the property of the

decedent, grantor, donor, or vendor and shal-reksde include all personal property within or witheus outside

of the state.

{4) "Intangible” or "intangible property”, when used without other gualifications, shall be-t-keate

inolude includes but is not limited to all mereys maney, stocks, bonds, notes, securities, leaseholds,
contracts, and credits of all kinds, secured or unsecured.

(5) Fhe-torme-"jeint™ "Joint" and "jointly” refer to ownership of prooerty by two or more persons
having as one of the incidents aof sseh the ownership the right of survivorship in the surviving owner or
owners upon the death of one of the owners. This definition does not affect the concept of property owned
as tenants in common, and this type of ownership ehal-eentinue continueg to be recognized whege when
applicable.

{6) The-werd tranciorshallbe-takeate-relude "Transfer” includes the passing of property or any
interest therein in_the property, in possession or enjoyment, present or future, by inheritance, descent,
devise, succession, bequest, grant, deed, bargain, sale, gift, or appointment in the manner hetein prescribed

in_parts 1 through 8 to each individual or corporation.”

Section 3. Section 72-16-453, MCA, is amended to read:
"72-18-453. Clasely held business defined -- qualification. (1) For the purposes of [section 1] and
72-16-452, the teem follgwing definitions apply:

{a}) "Closely held business” means:

(i) _a trade or busginess carried on ag a sole propristorship;

{ii) a partnership carrying on a trade or business if the partnership had 15 or fewer partners; or

ili) a corporation carrying on a trade or busginess if the corporation had 15 or fewer shareholders.
{b) ~interest "Interest in a closely held business™ means: |
{adi) aninterest as a golg proprieter in a trade or business carried on as a proprietorship;
{b}ii) an interest as a partner in a partnership carrying on a trade or business if:
A} 20% or more of the total capital interast in the partnarship i® would be taxable under Title
72, chapter 18, part 3, except for [section 1], as a transfer from the dacedent; or
4#4{B) the partnership had 15 or fewer partners;

Ery
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{e¥{iii) stock in a corporation carrying on a trade or businass if:

H#H{A] 20% or more in value of the voting stock of the corparation ie would be taxable under Title
72, chapter 16, part 3, except [section 1], as a transfer from the decedent; or

##{B] the corporation had 15 or fewer shareholders.

{2) Determination for qualification under subsaction (1){b) must be made as of the time immediately
before the decedent’s death.

{3) Stock or a partnership interest held by a husband and wife as joint tenants or tenants in
common is treated as owned by one sharsholder or one partner, as the case may be,

{4) Property owned directly or indirectly by or for a corporation, partnership, estate, ar trust is
considered as peing owned proportionately by or for its shareholders, partners, or beneficiaries. For the
purposas of this subsection, a parson is a beneficiary of a trust only if he the person has a present interest
in the trust.

{5) All stock and all partnership interests held by the decedent or by any member of kis the
decedent’s family within the meaning of section 267{c}(4) of the Internal Revenue Code is treated as being

owned by the decedent.”

Section 4. Section 72-16-455, MCA, is amended to read:

"72-16-455, Partnership interests and stock not readily tradable. (1) If the personal represantative
alects the benafits of this section, at sueh thg time and in swek the manner as thes department may
prescribe: ‘

{(a) for the purposes of 72-16-453F-HbHiH{1)(b](ii}{A) or HHeMi [1)(bi(ii)(A)., whichever is
appropriate, and for the purposes of 72-18-458, any capital interest in a partnership and any nonreadily
tradabte stock, which after the application of 72-18-453(2) through (5) is treated as owned by the
decedant, ¢halt must be traated as taxable under Title 72, chapter 18, part 3, in determining the value of
a transfer from the decedant;

{b) the personai representative shalt must be treated as having selected under 72-16-452(3) the
date prescribed by 72-16-441 for the payment of the tax without interest; and

{¢c) section 72-16-461 does not apply.

{2} For the purposes of this section, "nonreadily tradable stock" means stock for which at the time
of the decedent’s death there was no market on the stock exchange or in an over-the-counter market."

Shrvices” 3.

D,



56th Legislature LC0132.01

-—

m ~N O N A W N

NEW SECTION. Section 5. Codification instruction. [Saection 1] is intended to be codified as an

integrai part of Title 72, chapter 16, part 3, and the provisions of Title 72, chapter 18, part 3, apply to

[section 1],

NEW SECTION. Section 6. Effective date -- retroactive applicability. [This act] is effartive an

passage and approval and applies retroactively, within the meaning of 1-2-1039, to estates of persor.s who
die after December 31, 1996.
-END-
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12 NEW SECTION. Section 1. Exemption for clossely held business property. {1} The value of

1
1

-

ny.
45"/ r{tZrest':l a closely held business representad by real property and tangible personal oroperty and H‘/re?&b—
14  property and tangible personal property of a ¢losely held business, as defined in 72-18-453, that is
1% transferred to the lineal descendants of the decedgnt s-grandparents is exesmpt from tha tax imposed under
16  parts 1 through 8. ,W
17 {2) Property o»;tned by a closeiy held business is considered as being owned proportionately by or
18 for its shareholders, partners, or owners,
19 (3} For the purposas of this saction, "tangibie personal property” means property, ather than
20  intangibla property as defined in 72-16-101, that is owned by a closely held business. The term does not

21 include an ownership interest in the closely held business.

22

23 Section 2. Section 72-16-101, MCA, is amended to read:

24 "72-16-101. Daeafinitions. In parts 1 through B, the foilowing definitions agply:

25 (1) Fhe-wordo—"county "County treasurer”, "public administrator”, and "county artorney " shal-be

26  takeP-te mean the treasurer, public administrator, and county attornay of the county in which the district
27  court has jurisdiction of the proceedings.
28 {2) Fhe—weord—deoadent——shall-inelude "Decedent” includes the testator, intestats, grantor,

29  bargainor, vendor, or donor,

30 {3) Fhe—werds—astate~ "Estate” and "property” shal-be-taken—te mean the real and personai

s . HBIA
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property of interest thesgsa in the property passing or transfarred to individual jegatees, devisees, heirs, next

of kin, grantees, donees, or vendees and not a8 the property or interest thesesd in_the property of the

decedent, grantor, donor, or vendor and shaH-inelude include all personal property within or wihedt outside

of the state.

(4) "Intangible" or "intangible property”, when used without other qualifications, shat-be-taken-te

inolsde includes but is not limited to all meneys money, stocks, bonds, notas, securities, leaseholds

contracts, and credits of all kinds, secured or unsecured.

(5) Fhe-terme—jeirt~ "Joint" and "jointly” refer to ownership of property by two or more persons
having as ona of the incidants of sueh the ownership the right of survivarship in the surviving owner or
owners upon the death of one of the owners, This definition does not affect the concept of property owned
as tenants in common, and this typs of ownership ehall-eantinze continues to be recognized whets when
applicable.

168) Tho-wordtraneier-shal-be-takente-nelude "Transfer” includes the passing of property or any

interest therein in_the property, in possession or enjoyment, present or future, by inheritance, descent,
davise, succession, bequest, grant, deed, bargain, sale, gift, or appointment in the manner feteir prescribed

in_parts 1 through 8 to each individual or corporation.”

Section 3. Section 72-16-453, MCA, is amended to read:

"72-16-483. Claosely held business defined -- qualification. (1) For the purposes of [gsection 1] and
72-16-452, the tesm follgwing definitions apply:

a) _"Closely hel inegg” means.

(i} .a trade or busginess carried on as a sol@ proprietorship:

{ii) a partnership carrying on a trade or business if the partnership had 15 or fewer partners; or
i} a corporation carrying on a tr or buginaess if the corporation had 15 or fewer sharehoiders.
{b) “imterset "Interest in a closeiy hetd business™ means:

fadi] an interest ag a sole proprietor in a trade or businass carried on as a proprietorship;

te(ii) an interest as a partner in a partnership carrying on a trade or business if:

HH{A) 20% or more of the total capital interest in the partnership ie would be taxable under Title

72, chapter 16, part 3, axcept for [section 1], as a transfer from the decedent; or
+##4{8} the partnership had 15 or fewer partners;
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fat{iii} stock in a corporation carrying on a trade or business if:

#{A) 20% or more in value of the voting stock of the corporation ie would be taxable under Title
72, chapter 16, part 3, except [saction 1], as a transfer from the decedent; or

##{B} the corporation had 15 or fewer sharsholders.

(2) Determination for qualification under subsection {1)(b) must be made as of the tima immediately
befora the decedent’s death.

{3) Stock or a partnership interest held by a husband and wife as joint tenants or tenants in
common is treated as owned by one shareholder or one partner, as the case may be.

{4) Property owned directly or indirectly by or for a corporation, partnership, estate, or trust is
considered as being owned proporticnataly by or for its shareholders, partners, or beneficiarias. For the
purposes of this subsection, a person is a beneficiary of a trust only if e the person has a present interest
in the trust.

{5} All stock and all partnership interests held by the decedent or by any member of kis the
decedent’s family within tha meaning of section 267(c){4) of the internal Revenue Code is treated as being

ownad by the decadent.”

Sectlon 4, Section 72-16-455, MCA, is amended to read:

"72-18-455. Partnership interests and stock not readily tradable. (1) If the personal representative
alects the benefits of this section, at sweh the time and in sweh the manner as the department may
prescribe: ‘

{a) for the purposes of 72-16-4533HeHR{1)(b}ii}{A) or HHeHd (1UbIiil(Al, whichever is
appropriate, and for the purposes of 72-16-458, any capital interest in a partnership and any nonreadily
tradable stock, which after the application of 72-18-453(2) through (5) is treated as owned by the
dacadant, shal mugt be treated as taxable under Title 72, chapter 18, part 3, in determining the value of
a transfer from tha decedent; |

{b) the personal representative shall must he treated as having selected under 72-16-452(3) tha
date prescribed by 72-18-441 for the payment of the tax without interest; and

{c) saction 72-16-461 does not apply.

{2) For the purposaes of this saction, "nonreadily tradabie stock® means stock for which at the time

of the decedant’s death there was no market on the stock exchange or in an over-the-countar market.”

i .3
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NEW SECTION. Section 5. Codification instruction. [Section 1] is intended to be codified as an

integral part of Title 72, chaptef 16, part 3, and the provisions of Title 72, chapter 18, part 3, apply to

Isection 1].

NEW SECTION. Section 6. Effectiva date -- ratroactive applicability. {This act] is effective on

passage and approval and applies retroactively, within the meaning of 1-2-109, to estates of persons who

die after December 31, 1996.
-END-

g



/?/4//%0%/

\
'

55th Legisiature LCO132 07

o DY T ST
& ﬁ/*——« . _/\J % - BILL NO

2 INTRODUCED BY _——

. e

é %FOR AN CT ENTI W;J:NNG FROQ INHERITANCE TAXES ANY INTEREST IN &41\
5 ND THE REAL PHOPERTY AND TANGTBLE P ALPROPERTY OF CLOSELY HELD BUSINESSES THAT
G%REésﬁ;%ERRED TO THE LINEAL DESCENDANTS OF THE DECEDENT'S GRANDPARENTS; AMENDING N
7  SECTIONS 72-16-101,72-16-453, AND 72-18-455, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE ‘ “
8
9

DATE AND A RE@ ACTIVE LICABILITY DATES_X "qa,&‘:u Gm %

il _ ‘

A FRLES TAS W i~ Wm.E . Bcharski

10 ENACTED 8Y THE EGESLATURE F THE STATE OF MONTANA: %’/ _
: S “@W%’ W Fhoo ki,
r ..,/4 NEW SECTION. Section 1. Excmption for closely held business property. (1) The value of
(7T

n%é—
mterest in a closely heid business represented by real property and tangible personal property and lfreal

—

14  property and tangible personal property of a closely held business, as defined in 72-16-453, that is

15 transferred to the lineal descandants of the decedant s-grandparents is exempt from the tax imposed under
<™

16  parts 1 through B. ,W

17 {2) Property owned by a closely held business is consideraed as being owned proportionately by or

18 for its shareholders, partners, or owners,

19 {3) For the purposes of this section, "tangible personal property” means property, other than

20 intangible property as defined in 72-18-101, that is owned by a ciasely held business. The term does nat

21 include an ownership interast in the closeiy heid business.

22

23 Section 2. Section 72-18-101, MCA, is amendad to read:

24 "72-18-101. Definitions. In parts 1 through 8, the fallowing definitions apply:

25 (1) Fhe-werde—eeunty “County treasurer”, "public administrator”, and "county attorney” shad-se

26 tawen-te mean the treasurer, public administrator, and county attornay of the county in which the district

27  court has jurisdiction of the proceedings.

28 (2} Fhe—word-"decsedent’—ahali—relude "Decsdant” includes the testator, intastate, grantor,

29  bargainor, vendor, or donar.

30 (3) Fhe-werdo-——sstate~ "Estate” and "property” shal-be-takern—te mean the real and personal

e . HB3H

2ND RD--2ND HOUSE



55th Legislature LCO132.01

O W @ N ®» o AW~

1

13
14
15
18
17
18
19
20
21

22
23
24
25
26
27
28
29
30

property or interest tReser in the progerty passing or transferred to individual legatees, devisaes, heirs, next
of kin, grantees, donees, or vendees and not ae the property or interesgt thesew in the property of the
decedent, grantor, donor, or vendor and shei-nelude nclude ail personal property within or witheut cutside
of the state.

(4) "Intangible” or "intangible property”, when used without other qualifications, shal-be-takerte

inaksdo includes but is not limited to all mereye money, stocks, bonds, notes, securities, |easeholds,

contracts, and credits of all kinds, secured or unsecured.

(5} Fhetetrmro—ioint- "Joint" and "iointly” rafer {0 ownership of property by two or more persons
having as one of the incidents of aueh the ownership the right of survivorship in the surviving owner or
owners upon the death of one of the owners. This definition does not affect the concept of property owned
as tenants in commeon, and this type of ownership shaw-eontinue continueg to be recognized whaete when
applicable,

(6} Fhe-word-trapsior—shall-betakento-nelsds “Transfer” includes the passing of property or any
interest therein in_the property, in possession or anjoyment, prasent or future, by inheritance, descent,
devisa, succession, baquest, grant, deed, bargain, sale, gift, or appointment in the manner Pered prescribed

in_parts 1 through B to each individual or corporation.”

Section 3. Saction 72-16-453, MCA, is amended to read:

"72-16-453. Cloasely held business defined -- qualification. (1) For the purposes of [gaegtion 1] and
72-16-452, the teem foilowing definitions apply:

a) "Closaly hetl inegs” means:

i r or ines fei n | ristorship:

ii artnership carrying on a tr r inssy if the partnership had 15 or fewar partners; or

iii) 8 corporatign carrying on a tra t iness if the corporation had 15 or fewer sharehoiders.

(b) ~ntoreet "Intarest in a closely held business" means:

ta¥i] an interast as a gola proprietor in a trade or business carried on as a proprietorship;
tb(ii) an interest as a partner in a partnership carrying on a trade or businesa if:
#{A] 20% or more of the tatal capital interest in the partnership ie woyld be taxable under Titla

72, chapter 16, part 3, axceps for [section 1], as a transfer from the decadent; or
B} the partnership had 15 or fewer partnars;

Q’f‘m -2-
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ter(li} stock in a corparation carrying on a trade or business if;

4HA) 20% or more in value of the voting stock of the corporation e wouid be taxable under Title
72, chapter 16, part 3, except [section 1], as a transfer from tha decedent; or

44{B) the carporation had 15 or fawer shareholders.

{2) Determination for guaiification under subsection {1)(b) must be made as of the time immediately
before the decedant’s death. |

{3) Stock or a partnership interest held by a husband and wife as joint tenants or tenants in
common is treated as ownad by one sharehalder or one partner, as the casa may be.

{4} Property owned directly or indirectly by or for a corperation, partnership, estate, ar trust is
considered as being owned proportionately Dy or for its shareholders, partners, or beneficiarigs. For the
purposes of this subsaction, a person is a beneficiary of a trust only if ke the parson has a prasant interest
in tha trust,

{5) All stock and all partnership interests heid by the decedent or by any member of his the
decedent’s family within the meaning of saction 267(¢c)(4) of the internai Revenue Code is treated as being

owned by the decedent.”

Section 4. Section 72-16-455, MCA, is amended to read:

"72-16-455. Partnership interests and stock not readily tradable. (1} if the personal representative
glacts the benefits of this section, at ewel the time and in ewel the manner as the department may
prescribe: \

{a} for the purposes of 72-18-453AMbMI{1}(DIGI}HA} or (HeMd (1)(DIGIHNAL, whichever is
appropriata, and for the purposes of 72-18-458, any capital interest in a partnership and any nonreadily
tradable stock, which after the application of 72-18-453{2) through (5) is treated as owned by the
decedent, shel mugt be treated as taxable under Title 72, chapter 168, part 3, in determining the value of
a transfer from the decedent;

(b) the personal representative shall must be treated as having seiected under 72-16-452(3) the
date prescribed by 72-16-441 for the payment of the tax without interest; and

{c) section 72-18-481 does not apply.

(2) For the purposes of this section, "nonreadily tradable stock™ means stock for which at the time

of the decedent’s death thars was no market on the stock exchange or in an over-the-counter market.”

i 3.
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NEW SECTION, Section 5, Codification instruction. [Section 1] is intended to be codified as an

integral part of Titla 72, chapter 18, part 3, and the provisions of Titla 72, chapter 16, part 3, apply 10

(section 1].

NEW SECTION. Section 8. Effective date -- retroactive applicability. [This act] is effective on
passage and approval and applies retroactively, within the meaning of 1-2-109, to estates of persons who
die after December 31, 1996,

-END-
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HCOUSE BILL NO. 384

INTRODUCED BY ELLIS, FELAND, KITZENBERG, REHBEIN, TASH, BAER, LAWSON, DENNY, SLITER,
WELLS, MDOD, MESAROS, HARGROVE, BITNEY, AHNER, MCLNAR, PROUSE, BOHLINGER, BEAUDRY

ADAMS, CURTISS, SOFT, STORY, WAGNER, BRAINARD, BERGMAN, SIMON, TAYLOR, STOVALL,
HIBBARD, COBB, KEENAN, JORE, HOLLAND, KNOX, ANDERSON, MERCER, OHS, GRIMES, JENKINS,
MASOLO, BANKHEAD, MILLS, HAYNE, DEVANEY, BECK, M. HANSON, KASTEN, BARNETT, GRINDE,

SMITH, BOHARSKI, THOMAS, AKLESTAD, ROSE, MCGEE, SPRAGUE, ARNCTT, BOOKOUT,
ESTRADA, GLASER, EMERSON, BURNETT, FOSTER, MAHLUM, MARSHALL, DEVLIN, DEPRATU,
MCNUTT

A BILL FOR AN ACT ENTITLED: "AN ACT EXCLUDING FROM INHERITANCE TAXES ANY INTEREST IN
AND THE REAL PROPERTY AND TANGIBLE PERSONAL PROPERTY OF CLOSELY HELD BUSINESSES THAT
ARE TRANSFERRED TO THE LINEAL DESCENDANTS OF THE DECEDENT'S GRANDPARENTS; AMENDING
SECTIONS 72-16-101, 72-16-453, AND 72-16-455, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE
DATE AND A RETROACTIVE APPLICABILITY DATE."

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

NEW SECTION. Section 1. Exemption for closely held business property. (1) The value of any
interest in a closely held business represented by real property and tangible personal property and all real
property and tangible personal property of a closely held business, as defined in 72-16-453, that is
transferred to the lineal descendants of the decedent’s grandparents is exempt from the tax imposed under
parts 1 through 8.

(2) Property owned by a closely held business is considered as being owned proportionately by or
for its shareholders, partners, or owners.

{3} For the purposes of this section, "tangible personal property” means property, other than
intangible property as defined in 72-16-101, that is owned by a closely held business. The term does not

include an ownership interest in the closely held business.

Section 2. Section 72-16-101, MCA, is amended to read:

' Legislative '
\ Services -1 - HB 384
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"72-16-101. Definitions. In parts 1 through 8, the following definitions apply:

(1) The-words"county "County treasurer”, "public administrator”, and "county attorney” shal-be
taken-te mean the treasurer, public administrator, and county attorney of the county in which the district
court has jurisdiction of the proceedings.

(2} Fhe—word—decedent—shallinclude "Decedent” includes the testator, intestate, grantor,

bargainor, vendor, or donor.

(3) Fhe—words—astate” "Estate” and "property” shal--be-takento mean the real and personal
property or interest therein in the property passing or transferred to individual legatees, devisees, heirs, next
of kin, grantees, donees, or vendees and not a& the property or interest thereir in_the property of the
decedent, grantor, donor, or vendor and shalHrelude include all personal property within or withedt outside
of the state.

(4) "Intangible" or "intangible property”, when used without other qualifications, shal-be-taken-te

inslude includes but is not limited to all mereys maney, stocks, bonds, notes, securities, leaseholds,

contracts, and credits of all kinds, secured ar unsecured.

(5) Theterms—eirt- "Joint" and "jointly" refer to ownership of property by two or more persons
having as one of the incidents of sueh the ownership the right of survivorship in the surviving owner or
owners upen the death of one of the owners. This definition does not affect the concept of property owned
as tenants in common, and this type of ownership shall-eentirue continues to be recognized whare when
applicable.

(6} Fhe-weordtransfor—shall-be-takenteinrelude "Transfer” includes the passing of property or any

interest therein in_the property, in possession or enjoyment, present or future, by inheritance, descent,
devise, succession, bequest, grant, deed, bargain, sale, gift, or appointment in the manner herain prescribed

in parts 1 through 8 to each individual or corporation.”

Section 3. Section 72-16-453, MCA, is amended to read:

"72-16-453. Ciosely held business defined -- qualification. (1) For the purposes of [section 1] and

72-16-452, the term following definitions apply:

(a}) "Closely held business" means:

(il a trade or business carried on as a sole proprietorship:

(ii) a partnership carrying on a trade or business if the partnership had 15 or fewer partners: or

{ Legislative

 Servi 9.
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{iii} a corporation carrying on a trade or business if the corporation had 15 or fewer sharehoiders.
(h) Zintersst "interest in a closely held business” means: |

{at{i) an interest as a sole proprietor in a trade or business carried on as a proprietorship;

i) an interest as a partner in a partnership carrying on a trade or business if;

HHA) 20% or more of the total capital interest in the partnership 6 would be taxable under Title

72, chapter 16, part 3, except for [section 1}, as a transfer from the decedent; or

4(B) the partnership had 15 or fewer partners;
{e{jli) stock in a corporation carrying on a trade or business if:
HHA) 20% or more in value of the voting stock of the corporation i would be taxable under Title

72, chapter 16, part 3, except {section 1], as a transfer from the decedent; or

#i3(B) the carporation had 15 or fewer shareholders.

{2) Determination for qualification under subsection (1){b) must be made as of the time immediately
before the decedent’s death.

{3) Stock or a partnership interest held by a husband and wife as joint tenants or tenants in
common is treated as owned by one shareholder or one partner, as the case may be.

(4) Property owned directly or indirectly by or for a corporation, partnership, estate, or trust is
considered as heing owned proportionately by or for its shareholders, partners, or beneficiaries. For the
purposes of this subsection, a person is a beneficiary of a trust only if ke the person has a present interest
in the trust.

{5} All stock and all partnership interests held by the decedent or by any member of kis the
decedent’s family within the meaning of section 267(c}(4) of the Internal Revenue Code is treated as being

owned hy the decedent.”

Section 4. Section 72-16-455, MCA, is amended to read:

"72-16-455. Partnership interests and stock not readily tradable. (1) If the personal representative
elects the benefits of this section, at sueh the time and in swsh the manner as the department may
prescribe:

{a) for the purposes of 72-16-453HHbHI(1)(bHii)(A) or HHeHid (1)(b)iii){A), whichever is
appropriate, and for the purposes of 72-16-456, any capital interest in a partnership and any nonreadily

tradable stock, which after the application of 72-16-453(2) through {5) is treated. as owned by the

(Legislative
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decedent, shall must be treated as taxable under Title 72, chapter 16, part 3, in determining the value of
a transfer from the decedent;

{b} the personal representative shall must be treated as having selected under 72-16-452(3) the
date prescribed by 72-16-441 for the payment of the tax without interest; and

{c) section 72-16-461 does not apply.

{2) For the purposes of this section, "nonreadily tradable stock” means stock for which at the time

of the decedent’s death there was no market on the stock exchange or in an over-the-counter market."

NEW SECTION. Section 5. Codification instruction. [Section 1] is intended to be codified as an

integral part of Title 72, chapter 16, part 3, and the provisions of Title 72, chapter 16, part 3, apply to

[section 1].

NEW SECTION. Section 6. Effective date -- retroactive applicability. [This act] is effective on

passage and approval and applies retroactively, within the meaning of 1-2-109, to estates of persons who
die after December 31, 1996.
-END-
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OFFICE OF THE GOVERNOR

STATE OF MONTANA

MARC Racrcor
GOVERNOR

STATE CAPITOL
HELENA, MONTANA 59620-0801

March 31, 1997

The Honorable John Mercer
Speaker of the House

State Capitol

Helena MT 59620

The Honorable Gary Aklestad
President of the Senate

State Capitol

Helena MT 55620

Dear Speaker Mercer and President Aklestad:

In accordance with the power vested in me as Governor by the Constitution and laws of
the State of Montana, | hereby return House Bill 384, “AN ACT EXCLUDING FROM
INHERITANCE TAXES ANY INTEREST IN AND THE REAL PROPERTY AND
TANGIBLE PERSONAL PROPERTY OF CLOSELY HELD BUSINESSES THAT ARE
TRANSFERRED TO THE LINEAL DESCENDANTS OF THE DECEDENT’S
GRANDPARENTS; AMENDING SECTIONS 72--16-101, 72-16-453, AND 72-16-455,
MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE
APPLICABILITY DATE.”

House Bifl 384, which provides an exemption from inheritance taxes for certain
property, is effective immediately upon passage and approval and is retroactive to
estates of persons who die after December 31, 1996. Based upon a Department of
Revenue sampling of recently-filed inheritance tax returns, it is estimated that House
Bill 384 would reduce inheritance taxes by at least $1.1 million per year,

Due 1o the projected increase in expenditures for juvenile and adult corrections that are
essential to the preservation of public safety and the prevention of crime, education
costs in the next biennium that have not been provided for, the decrease in estimated
revenues reflected in House Joint Resolution 2, and a higher ending fund balance than
was maintained in previcus bienniums, it is not possible at this time to conclude that
there are sufficient revenues to both provide for a tax reduction proposed by House Bil}

TELEPHONE: (4086) 444-3111 FAX: (406) 444-5529



384 and fund necessary state services at a proper level. Therefore, | am returning
House Bill 384 with a proposed amendment that it not become effective until January 1,
2000, so that there will be no diminution of revenues during the coming biennium.

Representative Ellis, the bill's sponsor, has been informed of the need for this
amendment.

Sincerely,
2l
Mane Ko
MARC RACICOT
Governor



GOVERNOR'S AMENDMENTS TO
House Bill No. 384
(Reference Copy)
March 31, 1997

1. Title, line 14.
Strike: “IMMEDIATE"

2. Title, line 15.
Strike: “AND” through “DATE”

3. Page4,lines 14 and 15.
Strike: “passage” on line 14 through “1996" on line 15

Insert: “January 1, 2000”

HB 334





