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INTRODUCTION

This book is a "how-to" guide for helping cope with Montana and federal
regulations when starting a business in the state of Montana. This guide provides a step-
by-step process and explanations of alternative decisions in each of the steps. Each
decision alternative will be discussed in detail and important considerations for each
alternative for present and future ramifications will be presented. The guide will address
structural, legal, financial, and personnel considerations in starting a business.

This guide will not address the products or services offered by the business, how
to market them, or how to operate the business. Several excellent books, such as the
"Montana Entrepreneur’s Guide,” provide information on developing ideas, planning for
the business, developing a business plan, and financing the business.

Each Chapter contains a checklist of decisions and activities, a narrative
explaining the checklist activities, a list of sample forms (which are contained in
appendix A), a list of sample documents (contained in Appendix B), and a list of sources

of information.

WHO SHOULD READ THIS BOOK

This guide is for the typical small, for profit business starting in Montana. These

businesses begin with as few as one "part-time" owner with no employees, to several

owners employing dozens of workers. Not typical are start-ups with complex
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capitalization structures seeking millions of dollars of debt and equity combinations. This
guide provides guidelines for the necessary steps and the options and considerations for
making decisions that will be faced by a company starting with less than $500,000 in
private placement capitalization and with fewer than 50 employees. Considerations for
public stock offerings, complex limited partnership agreements, foreign corporations, and
international trade are not addressed because such start-ups need to have professional
consultants involved in all aspects of the process.

The decisions that need to be made when starting a business are detailed and
significant considerations affecting the decisions are discussed, offering pros and cons
for each decision alternative.

This guide does not address those decision processes involved in the evaluation
of business ideas, product and/or service offerings, target markets, or marketing
strategies. The business planning process is discussed only in the context that the
decisions that need to be made about structure, ownership, employees, sources of
funding, bonding and insurance, and taxes will affect the business plan and must be made

prior to completing the plan.

EXAMPLE COMPANY

We will use an example company to demonstrate a real life situation. The

company we will use is a fictitious one and the names of those involved are not meant

to be real people.
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Montana Stitchery, Incorporated is a company that will manufacture nylon and

leather bags for sale. There are three people who will start the business and they will

hire at least three others to help with manufacturing and book-keeping. They will need

to purchase some raw material inventory, three sewing machines, and some other

miscellaneous equipment. They will also be faced with leasing space, contacting

suppliers, and marketing their products. In the future, they plan to contract with other

companies to sew their designs.

Founders of Montana Stitchery, Inc:

Tim Leader President
Jeff Workman Vice President
I.N. Vester "silent partner"

Total Investment:
Additional capital needed through debt:
Use of initial funding:
purchase 5 sewing machines
purchase other miscellaneous equipment
purchase raw material for inventory
6 months operating funds
including wages

Total capital needed:

investing a computer (worth $5,000)
and $5,000 in cash

investing $10,000 in cash

investing $25,000 in cash

$40,000
$23,000

$15,000
$ 3,000
$15,000
$30,000

$63,000
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CHAPTER 1

COMPANY NAME AND STRUCTURE

INTRODUCTION

The first task of a new business is to choose a name and a company structure.
You must have a name before you can begin the paper-work process that is necessary to
identify your company with the Federal government, the Montana State government, and
your local government. Additionally, you must have a name in order to do business with
your suppliers and your customers.

Your name is important because it gives your company an image and, later,
projects your reputation. When a customer hears your name, an immediate image of
what your company is comes to that customer’s mind. The name must not mislead or
confuse the customer. It must conjure up an idea of what and who you are and what it
is that you do. Choose the name carefully - your company must live with it for a long
time and change can be very expensive.

Your name also may depend, to a degree, on what company structure you choose.
The three common forms of company structure available to small, for profit companies
are a sole proprietorship, a partnership, and a corporation. If your company is a
corporation, the State of Montana has specific rules regulating the name and the words
used in the name.

The structure you choose also establishes how the ownership of the company will
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be organized, the amount of liability of the owners with regard to the debt incurred by
the company, how taxes are assessed and paid, who gets the profits, and what happens
to the company in the event of the death of an owner. Liability for debts can come from
losses from operating the business, taxes owed, or any other claims such as legal
damages resulting from a lawsuit.

Once you have decided on a name and structure, you can begin the process of
registering your business with the Federal and State governments. You must first
register with the Montana Secretary of State and then with the Internal Revenue Service.

As you begin the process, it is vitally important that you establish a file for your
company records. Each time you complete a step and send in the necessary paper work,
you will normally receive some kind of conformation or response from the agency you
are dealing with. You must keep copies of each of the forms and documents you send
in and you must keep copies of the response you receive. Buy a file cabinet and dedicate

a drawer to your company papers.

CHECKLIST

I Choose a company structure
A. Sole Proprietorship
B. Partnership

C. Corporation
1. Montana Close Corporation
2. S corporation election
II. Choose a company name
III. Check with Montana Secretary of State to see if name is used
A. File a name reservation if needed
IVv. File the company papers
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A. Sole proprietorship
1. File an ABN with Secretary of State
B. Partnership
1. File an ABN with Secretary of State
2. File form SS4 with IRS
3. Develop a partnership agreement
a. Limited partnership files partnership agreement
with Secretary of State
C. Corporation
1. File and ABN with Secretary of State (optional)
a. Existing "foreign" corporations file
Form FC4 with Secretary of State
2. Choose a regular or Montana Close Corporation
a. Regular corporation
1) Develop Articles of Incorporation
b. Montana Close Corporation
1) Develop Bylaws
2) Determine stock transfer process
3) Develop Articles of Incorporation
. Register with the Secretary of State
a. Articles of Incorporation
b. Filing fee
. File form $S4 with IRS
. Develop By-Laws
. Hold organizational meecting
a. Determine initial capitalization & investment
and allocate stock to imtial stockholders
b. Adopt by-laws
c. Elect board of directors
d. Appoint officers
e. Decide S corporation election
1) file form 2553 with IRS
7. Issue stock certificates
a. Obtain corporate seal (optional)
b. Complete and distribute certificates
¢. Start and maintain shareholders records
IV.  Establish and maintain company records

W

o NN I -8

CHOOSING A COMPANY STRUCTURE

There is no one type of structure that is the best. Individual circumstances must
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be considered while evaluating the pro’s and con’s of each type of structure. The
individuals involved, the tax consequences for both the business and the owners, the
sharing of profits, the potential liability, and the continuation of the business in the event

of death of a owner are major factors in determining the best structure.

Sole Proprietorship

A sole proprietor is an individual who owns 100% of the company. If others will
have an ownership share, then the structure must be either a partnership or a corporation.
An individual can own 100% of the stock of a corporation.

The owner will receive all the profits and will pay all the taxes. Taxes are paid
on the owners’ individual tax return using Schedule C. Sole proprietors are exempt from
unemployment taxes and from workers compensation insurance. The owner will be
totally responsible for all business debts.

Sole proprietorships are the easiest and least expensive to start, operate, and
terminate. There is no paper work required to start; however, it is strongly urged that
the name be registered with the State of Montana.

Capital investment for the sole proprietorship is provided only by the owner. If
additional funds are needed, they must be obtained through debt. A bank loan or a loan
from family or friends are the most common sources of debt. Many times, debt
financing is difficult. The owner’s financial resources usually provide the collateral that

a lending institution will demand.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



8

The sole proprictorship ends when the owner wishes it to or when the owner dies.

Partnership

A partnership is owned by two or more persons. The most common form is the
"general partnership” where the partners share in the management of the business, the
profits (or losses) of the business, and are totally responsible for the debts of the
company.

Each partner is an "agent" for the partnership and therefor can enter into
agreements and contracts on behalf of the partnership, hire and fire employees, borrow
money, and do whatever is necessary to operate the business. Potential liability problems
can arise when partners can’t agree on actions or if they take individual actions not
agreeable to the other partner. Each partner is responsible for the actions of the other
partner, whether agreed to or not. If one partner accumulated debts and cannot pay, the
debtor can seek payment from the other partners.

Partnerships can be started and ended without legal forms. However, it is
strongly recommended that a partnership agreement be written and signed by all partners
before entering into any business. This agreement will address the share of ownership,
how profits (and losses) are to be shared, and how the partnership may end. Table 1-5
lists some of the elements of a partnership agreement. A partnership ends when one of
the partners wishes it to, when one of the partners dies, when a partner is removed, or

with the bankruptcy of a partner. Most partnership agreements specifically address how
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the partnership will end in any of these circumstances. Although the partnership will
end, the company can continue with a new partnership agreement modified to reflect the
new ownership.

Because of the nature of partnerships, one of the most important considerations
in forming one is to be sure that the partners are compatible. A frequent reason for the
breakup of a partnership is disagreements between partners. The best advice is to know
your partners very well before you agree to go into business together.

Profits are allocated to the partners based on the partnership agreement. A
partnership tax return must be filed, but taxes are paid by the partners on their individual
tax returns.

Partnerships are more expensive to set up than sole proprietorships. It is a good
idea to have an attorney experienced in structuring partnerships help develop the
partnership agreement.

Capital investment is provided by the partners. Additional capital can be obtained
by additional investment from the current partners, by allowing another partner to buy
in, or by debt financing. Debt financing from lending institutions is usually easier than
for a sole proprietorship because the company has two or more partners to provide the
needed collateral through personal loan guarantees.

There is a special kind of partnership called a "limited partnership" that may be
applicable in some situations. The partnership is structured with a general partner, who
manages the business and is personally responsible for the debts of the company, and

limited partners, who invest but are not involved in the management or operation of the
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company and are responsible for debts only to the limit of their investment. Limited

partnerships are complex and require an attorney who is experienced in setting them up.

Corporations

A corporation is a legal entity that exists in the eyes of the law as separate and
distinct from its owners. The corporation enters into contracts, borrows money, hires
and fires employees, and is solely responsible for its debts. Individuals and other
companies can become owners (shareholders) of a corporation by purchasing shares of
stock. The purchasing of stock is the method of investing money in the company. The
owners of the corporation may or may not participate in the management and operation
of the company and they are limited in their liability to the amount of their investment
in the corporation. Corporations can have one or more stockholders.

Profits can be kept by the corporation or can be distributed to the owners through
stock dividends. The corporation is responsible for paying the taxes on the profits. The
owners are responsible for paying taxes on any dividends that they receive. In this
manner, the profits of a corporation can be taxed twice - paid once by the corporation
and the second time by the shareholders. It is important to remember, however, that the
corporation does not have to pay dividends.

Corporations are run by a "board of directors" who are elected by the
shareholders. In most small corporations, each share of stock represents one vote.

Shareholders cast one vote for each share of stock that they own and a majority of votes
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decides the winner. Directors are responsible for managing the business. The directors
appoint corporate officers who are responsible for the day-to-day operation of the
business under the direction of the directors. A director can also be an officer (which
is usually the case in small corporations.) Duties of the directors can be specified in the
Articles of Incorporation and the corporate bylaws. Montana law requires at least one
director.

The board of directors of most small corporations quite often are made up of the
founder, their spouse, and perhaps two to four acquaintances. In many cases, little
thought is given to selecting board members who can significantly contribute to the
company. Often the most useful members are those who have had experience with the
types of problems the new company is about to face. When selecting board members,
seek out individuals that can help you in specific areas where you anticipate problems.

Corporations are the most difficult and expensive business structure to establish.
Articles of incorporation, bylaws, a board of directors, corporate officers, annual
directors’ meetings, annual stockholders’ meetings, and ownership records all must be

established. Table 1-1 lists the requirements for starting a corporation.

Capital investment is obtained by selling stock to shareholders. Additional
investment can be obtained by selling additional stock - to either the present owners or
to new owners. Debt financing will depend on the assets of the corporation to provide

collateral. Many times, a new corporation will require a "co-signer" for loans. The
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TABLE 1-1

Requirements of a Corporation

Articles of Incorporation

Bylaws

A registered agent and location

A board of directors

Board of director appointed officers

Shareholder(s) - owners of stock

Stock certificates for each shareholder

An organizational meeting

Minutes of organizational and subsequent

board of director meetings

10.  An annual meeting of shareholders

11.  Notifications of all meetings of
shareholders and directors

12.  Records of authorized and issued shares
of stock

13. Name and address lists of shareholders

14.  Records of all dividends issued

15.  Annual report for Montana Secretary
of State

16.  Corporate accounting records

17.  Corporate records of all above available

for inspection at any time by shareholders

RN RN

assets of the co-signer provide the needed collateral. The co-signer can be any
individual, partnership or corporation that is willing.

Corporations do not end with the death of an owner. That deceased owner’s stock
is passed on to his heirs or is sold to another owner. A corporation can be terminated
only by filing Articles of Dissolution and by disposing of all assets, settling all debts, and
distributing whatever is left to the shareholders.

Because small corporations depend heavily on a few stockholders, it is of the
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utmost importance for the shareholders to have “shareholders agreements.” These
agreements provide a process for the corporation or its surviving owners to purchase the
shares of stock of the sharcholder who dies. The deceased owner’s heirs may not be
capable (or desirable by existing owners and management) of participating in the
management of the company. An agreement that allows the surviving owners to
purchase the shares or to sell them to another investor who may be more acceptable to
the surviving owners can mean the survival of the company. In this manner, a
corporation can insure its survival. Purchasing the stock of a deceased owner may,
however, be financially prohibitive. Many shareholder agreements include life insurance
techniques to provide funds for share purchases, Chapter 7 discusses these insurance

techniques.

Montana Close Corporation

A Montana Close Corporation can be established under a special Act passed by
the Montana legislature, which is described in Montana Code Annotated Title 35 Chapter
9. The Act is designed specifically for small businesses. A close corporation must
specify that it is a "close corporation” in its Articles of Incorporation and must have 25
or fewer shareholders. It has all the advantages and liability protection afforded a
regular corporation, but can be set up to eliminate many of the costly operational
‘requirements. Some of the features that can apply to a close corporation are listed in
Table 1-2. The Articles of Incorporation of a close corporation essentially replace the

bylaws and therefore will be more complex, time consuming, and expensive to write.
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TABLE 1-2

S Corporation Requirements

1. It must be a US corporation and not
have any alien shareholders

2. There cannot be more than 35
shareholders

3. All shareholders must be individuals -

other corporations or partnerships
cannot be shareholders

4, The corporation cannot own shares in
another corporation
5. There can only be one class of

common stock and there can be no
preferred stock

A close corporation can change back to a regular corporation by amending its
Articles of Incorporation and submitting the changes to the Secretary of State.
Conversely, a regular corporation can become a close corporation by amending and filing
its Articles of Incorporation.

The restrictions on share transfers replace the shareholder agreements that were

discussed earlier. The agreement is now contained in the Articles of Incorporation.

S Corporation

Every corporation is a "C corporation" unless the owners apply with the IRS for
an "S Corporation" status. An S corporation is no different than any other corporation
but is taxed like a partnership. Profits (or losses) are allocated to the shareholders based
on their percentage of ownership and the taxes are paid by the shareholders on their

individual tax returns. The specific requirements that a company must meet to qualify
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as an S corporation are shown in Table 1-3. A Montana Close Corporation can be either

a C or an S corporation,

TABLE 1-3

Montana Close Corporation Features

Eliminate the Board of Directors

Treat the corporation as a partnership
Allow one or more shareholders to dissolve
the corporation

Eliminate the Bylaws (Articles of
Incorporation replace bylaws)

Eliminate the Annual Meeting

Allow one person to hold all corporate offices
Absolve shareholders from personal liability
Restrict share transfers (shareholder
agreements to allow the corporation first
opportunity to purchase stock of another
owner from his/her heirs)

> e

XN

A new company must request an S corporation election within 75 days of
beginning its taxable year (not necessarily when it files its Articles of Incorporation with
the secretary of state.) The first taxable year can begin when it issues stock to
shareholders, acquires assets, or begins to do business - whichever comes first. It can
request an election in subsequent years by filing within the first 75 days of the beginning
of the current taxable year. IRS form 2553 is used to request S corporation election and
must be signed by all shareholders.

If any of the requirements cannot be met after receiving S status, the company

reverts to a regular C corporation status (for example, a company may need additional
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capital and it sells stock to another corporation. It then loses its S corporation status and
reverts to a C corporation.) The shareholders also can revoke the S election at the
beginning of a tax year. If S status is revoked or is lost, the corporation cannot re-apply
for S status for a period of five years. Changing status should be done only under the

consultation of a qualified tax consultant.

Business structures - a comparison

When comparing the choices of business structure, it is helpful to compare the
major differences. Table 1-4 gives a brief comparison. The primary considerations
when choosing a structure are how the taxes will affect the owners, and the degree of
liability the owners are willing to personally assume. Each company’s situation can be
different. It is important to discuss these considerations with both a tax accountant and

an attorney who are familiar with business start-ups and with tax ramifications.

CHOOSING A COMPANY NAME

Once a company structure is chosen, the company name can be finalized. The
name is important to the company. It must live with it for a long time because changing
can be expensive - not only must legal paperwork be re-filed, but advertizing, stationary,

phone-book listings, signs, and business cards must be changed. Customers and
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TABLE 1-4

Business Structure Comparison

Characteristic
Ease of

Formation:

Ease of
Operation:

Liability Exposure
for compsany
debts

Tax on Profits:

Duration of
Company:

Ease of Obtaining
Capital:

Sole Proprietorship

Simplest

Simple - owner runs

Owner 100% Responsible

Owner taxed at individual
rate. No Company tax
return.

Ends with death or wishes
of owner

Owner provides - can be
difficult to obtain debt
financing

Partnership

Simple but needs
partnership agreement

Partners agree on operating
decisions

Partners 100% responsible
for debts and other
partners’ actions

Partners taxed at individual
rate. Partnership files a tax
return.

Ends with death,
withdrawal, or bankruptcy
of any partner

Owners provide - easier to
obtain than sole
proprietorship

Corporation

Formal documents - most
difficult and costly

Shareholders elect a board
of directors who, in turn,
appoint officers who are
responsible for running the
business.

Stockholders liable to the
limit of investment. Some
potential liability for
corporate officers and
directors.

Corporation files return -
pays rate higher than
individual’s. Dividends
paid to shareholders are
taxed at individual rate,

Perpetual - ends only
when shareholders wish

Owners provide, but can
sell stock to additional
owners, Debt can be
easier to obtain.

suppliers must also be notified and some degree of confusion will occur.

A name must clearly identify the product or service that your company is going

to offer. The name should be recognizable and should also not be confused with existing

companies.

Most importantly, it must be legal. Careful research and selection can

prevent you from being sued by another company that accuses you of infringing on their

name. A law suit can be expensive and you may be forced to change your name and
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incur the cost and confusion of changing.

Once you have one or more names that you would like to use, call the Montana
Secretary of State and check to see if there are any other companies that are using that
name. Montana recognizes two types of names. The first is an "Assumed Business
Name", referred to as an ABN. The Secretary of State will not allow you to file a name
that is "deceptively similar" to another assumed business name registered in Montana.
Any company can file an ABN whether it is a sole proprietorship, a partnership, or a
corporation. It is the only method for a proprietorship or a partnership to legally use a
name.

A corporate name is the second method of registering a business name. Montana
requires that a corporation name contain one of the following words or abbreviations:
"corporation, incorporated, company, limited, corp., inc., co., or 1td." A business
incorporates by sending Articles of Incorporation and the appropriate fee to the Secretary
of State. The corporation name is then compared to other corporate names. A name will
be accepted if it is "distinguishable in the record” from another name. Care must be
taken here. The name "McDonald’s Hamburger Company” would be registered, but
McDonald’s, Inc. would most likely instigate legal processes to prevent you from using
a name that is so similar to this established company’s name. Just because the name is
"legal" in Montana doesn’t mean that you won’t be subject to a law suit, that you could
lose the suit, that you could pay damages, and that you will have to change your name.
Unfortunately, the Montana and Federal court systems will have the final decision.

If the name you choose is rejected by the Secretary of State, you can either
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change your name or try to get a release from the other company for you to use the
name. If that company rejects your request, you can contest the registration by sending
a notice to the Secretary of State along with a $100 fee. The State will ask for facts and
arguments from each business and then make a decision. If the decision is not favorable
to one of the parties, they can file a protest with the District Court. It is important to
recognize that another company can try the same process with your business if they wish
to file a name that is similar to yours. Registration with the State gives you legal
grounds to defend the nght to your name. The best method of making sure you are
protected is to file both and ABN and the corporate name if you are incorporating in
Montana.

Once your name is chosen, you can call the Secretary of State to see if the name
is acceptable. You can reserve a name by filling out Form C-5 and sending it to the
Secretary of State along with a $10 fee. Your name will be reserved for 120 days. You
can reserve the name two more times, effectively reserving the name for one year. A
new form C-5 and the $10 fee must be submitted each 120 days. You would need to
reserve the name to allow time to complete the rest of your paperwork and you are ready

to officially file your assumed business name or your incorporation papers (or both.)

FILE THE COMPANY PAPERS

Sole Proprietorship
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No papers need to be filed to start a sole proprietorship. However, to protect
your name from use by other companies and to prevent possible problems with another
business who may have the same or a similar name, an Assumed Business Name must
be filed with the Secretary of State. Form ABN-23 can be obtained from the Secretary
of State, filled out and submitted along with a check for $15.00 and mailed back to the
Secretary of State. Within two weeks, you will receive confirmation of the registration
of your name.

The Secretary of State will notify the Montana Department of Revenue and you
will receive tax information from them.

If you will hire employees, the Federal government must also be notified. An
Internal Revenue Service (IRS) form SS4 must be filled out and sent to the IRS in
Ogden, Utah. This form requests a "Federal Employer Identification Number" referred
to as an FEIN or an EIN. It is your business’s "social security number." You must
have this number even if you don’t have any employees. All correspondence with the
IRS and the Montana Department of Revenue must contain this number. When you go

to a bank to open a business checking account, the bank will ask for your EIN number.

Partnership

The process for filing you name is the same as that for a sole proprietorship.
Form ABN-23 and the $15.00 fee is sent to the Secretary of State, and form SS4
completed and sent to the IRS.

Although a partnership requires no formal agreements, it is critical that a
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partnership agreement be prepared. Important elements that should be part of an
agreement are listed in Table 1-5. It is recommended that an attorney experienced in

setting up partnerships be consulted to assist you in developing your agreement.

TABLE 1-5
Partnership Agreement Elements

Name and address of the partnership

Capital investment by each partner

How additional investment can and

must be made - partners’ capital

account balances

4, How profits and losses are distributed
to the partners

5. Regular withdrawal of profits

6. The participation of each partner in the

management and operation of the

business - duties, responsibilities, and

time contribution

Procedures for admitting a new partner

Method of valuing a partners

ownership share in the event of

withdrawal or death

Method of liquidating that partners

share

10.  Procedures of removing a partner

11.  The operation of the business, handling

of money, investments, equipment,

accounting, and the signing of checks

et

o~

o

If you want to form your partnership as a limited partnership, you must send your
Limited Partnership Agreement, along with $20, to the Montana Secretary of State.
Additional tax, organizational, and reporting considerations must be included in a limited

partnership agreement. An attorney experienced in setting up limited partnerships should

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



22

be retained to develop your agreement.

Corporation

Establishing a corporation is more complex than either the Sole proprietorship or

the partnership start-up. The following steps must be taken:

1. File an ABN with the Secretary of State (optional)
2. File a name reservation with Secretary of State (optional)
3. Write Articles of Incorporation, sign, and notarize

Decide if you will be a Montana Close Corporation
Send Articles and fee to Secretary of State
File form SS4 with the IRS
Write corporate bylaws
Hold an organizational meeting
File election for S corporation with IRS (optional)
Purchase a corporate seal (optional)
10 Issue stock certificates
11. Establish corporate books

v 0N v s

An existing corporation that was founded in another State or in a foreign country
can obtain a “certificate” to do business in Montana. Form FC4, "Application for
Certificate of Authority of Foreign Corporation”, can be filed with the Montana
Secretary of State. The remainder of the above list is not applicable. The laws of the

State or country of incorporation will apply.

1. File ABN - Although filing an ABN is not necessary, it is recommended to

protect your business name and to give you an indication if any other business names are

similar to yours.
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2. File name reservation - If you will not be able to officially apply for your

corporation certification in the near future, you can reserve your corporate name using

form C-5.

3. Articles of Incorporation - The Articles of Incorporation is a document describing
the corporation (see the sample at the end of this chapter.) Montana law dictates the
contents of the Articles and a complete set of requirements can be found in MCA 35-1-
216. The Articles should contain the following information:
The name of the corporation
The name must contain one of the words: "corporation, incorporated,
company, limited, corp., inc., co., or 1td." It is important that your exact
corporation name appear on all company letterhead and other documents
where you might sign your name as a corporate officer.
The number of shares authorized
Shares that are authorized to be issued don’t necessarily have to be issued.
Each corporation must issue at least one share of stock so that there is,
indeed, an owner. For example, a corporation may authorize 100,000
shares, but only issue 1,000 shares during its life - if that is all it needs
to get its capital. The registration fee is based on the number of shares
authorized. Fees range from $50 for up to 50,000 shares, to $1,000 for
over 1,000,000 shares. If there is anticipated growth that will require

sales of stock to obtain additional capital, it would be worth authorizing
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a large number of shares. Should the corporation need more shares later,
the Articles of Incorporation must be amended to reflect more authorized
shares, which requires a majority vote of the shareholders. The cost in
filing fees and legal fees may be significant. If the corporation is small
and no significant growth is anticipated, you should still authorize a
minimum of 50,000 shares since it will cost you no more that authorizing
1 share.

The par value of the shares
The par value of a share of stock is the minimum dollar amount for which
new shares can be issued and sold. Many companies will now declare
their stock to be "no par" stock and thus it can be issued and sold for
whatever price can be obtained. If a par value is established, say $1.00,
and the corporation can’t find anyone to pay more than $.75 per share, the
stock can’t be sold and no money can be raised.

The corporation’s address & mailing address (if different)

The initial registered agent
This is usually one of the incorporators. There must be words in your
Articles stating "the initial registered agent is ..."

The name and address of each incorporator

The name and address of the initial directors
The initial directors can be changed at the organizational meeting. Often

the initial agent, the incorporator and the initial director are all the same
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person. A Montana corporation must have at least one director.
The purpose for which the corporation is organized

The purpose will state why you are in business and what you will be
doing. Normally, additional language is placed in the Articles to allow
the corporation to anything. Many companies evolve into areas of
business that they did not originally foresee. If general language is in the
Articles, they will not have to be amended and re-submitted when the new
business areas are started.

The notarized signature of the incorporator.

If you are incorporating as a Montana Close Corporation, your Articles must
contain some additional information. The Montana Close Corporation Act is described
in MCA 35-9. The Articles must contain the statement that the corporation is "... a
statutory close corporation.” Your Articles should also address the following:

Share Transfer restrictions

Elimination of the board of directors

Elimination of bylaws

Elimination of the annual shareholder meeting

Holding of more than one office by any one individual

Execution of documents in more than one capacity

MCA 35-9 should be followed when writing the Articles of Incorporation and an

attorney who is experienced not only in corporate start-ups, but in establishing close

corporations should be consulted.

4, Send Articles and fee - Be sure to sign and notarize your Articles. Send the
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Articles along with a check for the required fees. The fee schedule is listed below:
Filing of Articles of Incorporation

Fee based on authorized shares:
0 to 50,000 shares 50.00

50,001 to 100,000 shares 100.00

$ 20.00

$

$
100,001 to 250,000 shares $ 250.00

$

$

$

250,001 to 500,000 shares 400.00
500,001 to 1,000,000 shares 600.00
over 1,000,001 shares 1,000.00
If you need to change you Articles of Incorporation for any reason, an additional
fee of $15.00 will be assessed. Be sure that the Articles authorize at least 50,000 shares!
When the Secretary of State accepts your Articles, you will receive a "Certificate
of Incorporation" signed by the Secretary of State and affixed with his seal. The

Secretary of State will notify the Montana Department of Revenue and you will receive

information form them also.

S. File form SS4 with the IRS - This form is an application for an federal employer
identification number and it is the same form as was described in the sole proprietor and

partnership filings.

6. Write corporate bylaws - If your company is not a Montana Close Corporation,
bylaws must be written and accepted by the board of directors (see the sample bylaws
at the end of this chapter.) Bylaws contain the rules under which the corporation
manages the business and regulates the affairs of the corporation. Bylaws must be
consistent with the Articles of Incorporation and should address the following major

topics:
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A. Shareholders

1.  When and where annual or regular meetings will be held. Shareholders
must meet at least annually.

2. The election of a board of directors and how directors are removed.

3. Definition of a quorum and the manner of voting.

4. How meetings are called including notices of meetings, how special
meetings are called, and how the annual meeting can be delayed or
changed.

B. Directors

1. The number of directors, the length of their term, and how the number of
directors may be changed.

2. Definition of a quorum and the manner of voting.

3. The election of officers.

4. When and where meeting are to be held, how meetings are called, how
special meeting are called, and how meeting notices are sent.

5. The general and specific powers of the directors.

6. Compensation of directors.

7. The indemnification of the directors and officers (this can also be
addressed in the Articles of Incorporation.)

C. Officers

1. Define the officers - a president, one or more vice presidents, a treasurer,
and a secretary. Often one person can share two offices consisting a
combination of vice president, treasurer, or secretary.

2. Describe the duties of each officer.

The resignation and filling of vacancies of directors or officers.
Stock

Issuing of stock certificates.

2. Transferring of shares of stock in the event of the death of an owner or
if an owner wants to relinquish ownership.

Declaring of dividends.

Assigning and voting of proxies.

F. Miscellaneous provisions

Authorization of a corporate seal (optional).

Location of the corporate office.

Signing of checks.

Amending the bylaws.

m o

W -

ralh ol

Examples of bylaws can be obtained from books, but if the corporation is

expected to grow to a significant size, the assistance of an attorney is advised.

7. Hold an organizational meeting - An organizational meeting must be held to begin
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the corporation. Minutes of the meeting must be recorded and signed by the corporate
secretary. The meeting should accomplish the following:

Elect an initial board of directors

Appoint the initial corporate officers

Adopt the bylaws

Awarding of the founding shares of stock
Founders’ stock can be exchanged for money, equipment, property, time
and effort, expertise, or any other thing that can be of value to the
corporation. This stock is usually declared "1244 stock" so that is
qualifies as founders stock under IRS codes. This type of stock is
discussed in Chapter 4 in the "Owners Financing" section.

E. Authorizing signatures for the corporate money accounts and for

corporate contractual commitments
F. Decide if an S corporation election is desired

Caow»

8. File election for S corporation - If the corporation qualifies and the shareholders
agree, IRS form 2553 must be filled out, signed by all the shareholders, and sent to the

IRS. A copy should also be sent to the Montana Department of Revenue.

9. Purchase a corporate seal - Montana law no longer requires that a corporation
have its own seal. However, some documents may ask for the seal to be affixed (some
bank forms still list this requirement.) The seal is often used to imprint stock certificates
for validation and may be used for other legal documents required by other organizations
or institutions. A seal can be purchased at most office product stores, will cost between

$25 and $40, and can take seven to ten days to receive.

10.  Issue stock certificates - Stock certificates can be purchased in most office product

stores. The certificate should be filled out and state the owner and the number of shares

the certificate represents. An entry in a shareholders’ ledger should made for each
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certificate issued.

11.  Establish corporate books - A book or a set of files must be established and
maintained for all corporate records. The books should contain the following:

The stockholders’ ledger - a record of all stock issued or transferred, and a name
and address list of all stockholders.

The Certificate of Incorporation - this certificate is sent to the company by the
Secretary of State after filing the Articles of Incorporation and paying the required fees.

The Articles of Incorporation

The corporate bylaws

The minutes of the organizational meeting

The minutes of all subsequent board of directors’ meetings

The minutes of all subsequent shareholders’ meetings

Failure to maintain these records can result in a legal declaration that the company
is not a true corporation. This declaration is referred to as "piercing the corporate veil."
Should this occur, the owners of the company can lose their corporate liability protection.
They will then be personally liable for all debts of the company including legal
obligations resulting from any lawsuits against the company.

Establishing the company as a Montana Close Corporation can relieve the
business of much of the on-going activities needed to maintain the corporate structure.

If the company qualifies, consideration should be given to this structural option. A close

corporation can always be changed by amending the Articles of Incorporation.
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SAMPLE FORMS

1 ABN23 Application for Assumed Business Name

2 C-5 Application for Reservation of Corporate Name

3 FC4 Application for Certificate of Authority of Foreign Corporation
-4 SS4 Application - Employer Identification Number

5 2553  Election by a Small Business Corporation

6 Sample stock certificate

SAMPLE DOCUMENTS

1-1  Articles of Incorporation

1-2  Bylaws

1-3  Partnership Agreement

1-4  Organizational Meeting Minutes and waiver

SOURCES OF INFORMATION

Montana Secretary of State
State Capitol

Business Services Bureau
Room 225

Helena, Mt 59620

Phone (406) 444-2034
FAX (406) 444-3976

Internal Revenue Service - Tax guides
Federal Building

Helena, MT 59601

Phone (800) 829-1040

Montana Department of Commerce - "Start-a-Business Center” checklist packet
Small Business Development Center
1424 Ninth Avenue
Helena, MT 59620
Phone (406) 444-4109
(800) 221-8015
FAX (406) 444-2808

Small Business Administration
Federal Building
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Helena, MT 59601
Phone (406) 449-5381

Montana Code Annotated
Title 35 - Partnerships and Corporations
Title 30 - Assumed Business Name

Attorneys Experienced in your business form
Partnerships
General Partnerships
Limited Partnerships
Corporations
S corporations
Montana Close Corporations

Accountants experienced in personal and business taxes
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CHAPTER 2

COMPANY LOCATION

INTRODUCTION

Location is one of the most important factors facing many businesses. A proper
location can be critical to the success of the company. Location must provide a
convenient access to the customer. Signs are often utilized to inform the customer of the
location and the products or services offered. The location can positively or negatively
impact the image of the company. It also must provide a cost effective place to conduct
the business of the company.

Additionally, the operation of the business must conform to the laws that govern
the use of the geographic area and of the physical building where the business locates.
Local government officials will require proof that your business operation in your chosen
location conforms to all local ordinances prior to approving and issuing a business
license.

The local zoning ordinance covers how the land in a specific area can be used.
Local building codes dictate how the buildings must be constructed and how the facilities
can used. Building permits must be obtained to construct new buildings or to remodel
or add on to an existing building.

If a business location violates local ordinances, a business license can be denied.

If the business continues to operate in violation of ordinances, it can be ordered by the

32
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court system to cease operation. The business owners’ options are then to relocate,
modify the location if permissible, modify the way the business operates if permissible,
effect a change in the appropriate ordinance, or to terminate the business. Any or all of
these alternatives can be very expensive.

If you are purchasing a business or a building, the real estate agent involved
should be able to provide you with a significant amount of assistance in determining the
legal suitability of the location. Be gure, if you are purchasing a location that the seller
proves the legal suitability. If you are leasing space, the lessor should also be able to
provide information on the zoning requirements. As in the case of a purchase, demand
proof of suitability before signing any lease agreements. However, the ultimate
responsibility is the buyer’s.

If the business is located in the home, it is a requirement that you go through the
process of verifying the suitability of your location. Most communities have a specific
ordinance that covers home operated businesses. The home occupation ordinance is
usually very specific and can be quite restrictive. Any business operated from the home
is subject to these ordinances. Many business owners assume that they can operate their
business from their home with no problems. Also, they may assume that the city/county
will never find out and will not bother them. However, the home business is subject to
the same laws as any other business. All it takes is for one neighbor to complain to the
planning department and your business may be discovered and shut down. You also may
be subject to fines and /or penalties.

The local "planning department” is the focal point for all activities related to the
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local zoning ordinance and the to successful application for a local business license. You
must consult them to find out the specific regulations and procedures that apply in your

community.

CHECKLIST

L Obtain a business license application form
A. City/County Treasurers office or
B. City/County Planning Department
II. Verify compliance with zoning ordinance
III.  Verify compliance with building codes

ZONING REQUIREMENTS

Local governments in the State of Montana may enact a zoning ordinance that
defines the uses of lands within their jurisdiction, and are designed to protect the health,
safety, and general welfare of the public. Most zoning ordinances regulate the density
of residence and business development and the intensity of uses, such as resulting traffic
growth. This ordinance provides the citizens living in the communities with the ability
to plan how they want their community to develop physically. They can plan for the
types of building permitted, the numbers of families that can live in an area, the types
of businesses that can operate, and the types of recreational uses that are permitted.
Zoning ordinances can be adopted by counties and by the cities and towns located within
the counties to conform with the plans developed. At the present time, there are few,

if any, counties in Montana that are completely zoned.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



35

The first step taken by local governments in Montana is to develop a "Master
Plan." The State of Montana requires that a master plan be developed before a zoning
ordinance can be implemented. The Master Plan will contain a profile of the
community, state its goals and objectives, describe pertinent history, discuss population,
describe existing land uses, and define future land uses. The Master Plan is not law, but
once approved by the a governing body, such as the county Council of Commissioners,
it guides the development of the zoning ordinance which is law.

The second step is the development of a zoning ordinance. The ordinance defines
specific geographic areas and defines the intended and permitted uses of the land. They
will normally define residential, commercial, industrial, and agricultural uses. In
Montana, most of the larger cities are completely zoned while most counties are not. A
zoning ordinance can be passed by either the county or by cities within the county.

Local ordinances can define zones as they please and zones are usually defined
differently from one local area to another. Some typical zones that define land use are
shown in Table 2-1. Normally, uses of zones include the uses of any zone of more
restrictive uses. For example, businesses that can locate in a local commercial zone also
can operate in a community commercial zone.

Each zone class will define the purpose of the zone, its permitted uses, and
building requirements. The building requirements include such items as minimum lot
size, building size, utility specifications, distance from streets and lot boundaries (called
"set-backs"), parking, signs, landscaping, fences, traffic density, noise levels, types of

businesses allowed, and many more regulations pertaining to the types of activities and
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physical structures allowed. Since each local area can be different, it is vitally important
to determine the zoning requirements in your local community and for the area in which

you would like to locate.

TABLE 2-1
Common Montana Zoning Classifications

Single family residences

Dual family residences, duplexes

Multiple family residences, apartments

Local Commercial Zone - neighborhood shopping
Community Commercial Zone - community shopping & businesses
Central Commercial Zone - "downtown" shopping and businesses
Commercial and light manufacturing

Light industrial - reduced noise, odors, and smoke
Heavy industrial - less restrictive - residences prohibited

The Master Plan and the zoning ordinance are administered in most communities
by the local "planning department.” This department often operates under a larger
department such as the "community development" department and can operate under a
variety of names depending on the city and county, but the functions are essentially the
same from location to location. The role of the department is to maintain and enforce
the ordinance and assist users in conforming to the ordinance. The Planning Department
reports to an appointed Planning Board or Planning Commission.

The Planning Board is responsible for making changes to the Master Plan, zoning,
re-zoning, and amending the ordinance. The local city council or County Commissioners

are responsible for passing the ordinance into law.
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Assisting the Planning Board is a Board of Adjustment. The Board of Adjustment
has the responsibility to grant zoning variances if it determines that a variance will not
cause undue hardship to other members of the community or if it is a unusual
circumstance that deserves special consideration. In some communities, either the Board
of Adjustment or the Planning Board may grant special use permits or grant conditional
use permits for particularly unusual situations. Variances and permits provide a vehicle
to permanently or temporarily allow uses that are not normally permitted by the zoning
ordinance. A typical process for obtaining a permit or a local business license for a
regular or a home operated business that is locating in an existing building is contained

in Table 2-2.

TABLE 2-2

Typical Business Licensing Process

1. Discuss plans with the planning department staff and obtain a
business license application form

2, Submit the application which will contain a legal description,
a site plan, and the nature of the business

3. Planning department staff reviews the application and
approves or denies

4, Building code enforcement department reviews the
application and approves or denies

5. Other appropriate departments, such as the health
department, review the application and approve or deny

6. If approved, the application is forwarded to business

licensing staff
7. If denied, an appeal process is available through the Board
of Adjustments
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In some cities, a new use of a building will require closer scrutiny by the planning
department and the process may be more involved. If a new building is being built or
if remodeling is necessary, the process may become much more complicated. At a
minimum, a building permit will be required. The scrutiny afforded building permits

may be extensive in some local communities.

The first step in the process is to contact your local planning board to verify
zoning requirements and make any application that is required (samples of business
license application forms from Missoula and Butte-Silver Bow are shown at the end of
this chapter.) You should discuss your plans wit the department staff to get a complete
understanding of how the process works in your community. Your planning department
staff can also provide guidance and recommendations for how to conform to the
requirements and how to proceed with your application. If there are problems and the
application is denied, necessary changes to the site can be made or an appeal to the
Board of Adjustments may result in a variance, a special use permit, or a conditional use
permit.

Generally speaking, if the planning department supports your case, you may have
a good chance of obtaining a permit. An appeal to the Board of Adjustments will result
in a public hearing where you can state your case and anyone else from the area can
voice their protest or support. Based on the law, the hearing, and the recommendation
from the planning department staff, the board will render a decision. If it is not

favorable, there is one more path of appeal - to the Planning Board itself.
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The Board of Adjustments can apply its interpretation to the zoning ordinance,
but cannot change it. The Planning Board is the source of zoning ordinance changes.
An request for a zone change can be submitted to the Planning Board. Again, a public
hearing must be held, the Board will forward a recommendation to the appropriate
governing body who must then approve the ordinance change. If you are turned down
by the Planning Board, the last recourse is to hire an attorney and take the case to the
District Court.

The chances of successfully utilizing the appeals and change processes will depend
greatly on individual situations, the content of the Master Plan, and the willingness of
the neighbors to allow the change. The local planning department will be the most

reliable source of information regarding the possibilities of success.

BUILDING CODES

In addition to conforming with the zoning ordinance, the physical facility - the
building - must conform to the building codes applicable to your intended use. Power
requirements, ventilation, access, fire retardency, sewerage, building construction, and
many other criteria may affect the suitability of the building for your particular use. If
you are intending to renovate, remodel, or build an addition or a separate building, you
will need a building permit. The permitting process will require verification that all
applicable building codes are met. Local inspectors will visit the site to verify that the

building and the site meets the specifications of the codes and then will indicate their
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approval on the business license application form.

While investigating the suitability of your chosen location, you must visit the local
building department to verify your building and any plans you have for changes will meet
the local codes. You will need written verification from this department before you can
be granted a local business license. If your site doesn’t meet the applicable codes, you
can make the necessary modifications and reapply for verification.

In most communities, the planning and building departments, along with the
treasurer’s office, work together and cooperate in assisting the businessman in meeting
the local laws and rules. Depending on your location, you may be faced with these
departments in both the city and the county. It is very important to verify with both the

city and county that you are conforming with the proper procedures.

SAMPLE FORMS

2-1  License application - City of Missoula
2-2  License application - Butte-Silver Bow

SOURCES OF INFORMATION
City/County Treasurer’s Department
City/County Planning Department

City/County Building Department
Local real estate agencies
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CHAPTER 3
BUSINESS LICENSES

INTRODUCTION

Many businesses are required to have licenses in order to legally do business in
the State of Montana. Licenses may be required by a department of the Montana
government.  Licenses also may be required by the city or the county where the
company resides and/or where it conducts business. A license bond or a surety bond
may be required before a license is issued (Chapter 7 describes these bonds.)
Additionally, other licenses may be required by the Federal government.

It is very important to recognize that obtaining a Federal or a State of Montana
license does not mean that you don’t have to obtain a local license. The State license
does not address the actual location (other than in the State of Montana) where the
business will be conducted. Many times, the local ordinances will not permit the
business to operate in restricted areas. For example, you could obtain a Montana
petroleum dealer’s license, but you can’t open a gasoline station in your back yard. It
is essential that you contact your local planning board to verify that your proposed
location meets the local zoning ordinance.

The new business must check with the Montana Department of Commerce
Licensing Center to determine if Federal or Montana licenses are required. The new
business also must check with both the city treasurer and the county treasurer to

determine if any local licenses are needed. Most counties in Montana do not require
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licenses. Most cities, however, do require them. Local licensing agencies will require
an application form and approval from the local planning and building code departments
(described in Chapter 2) and other applicable departments, such as the health department,
the fire department prior to granting a business license.

Licenses are normally issued annually so you must re-new them each year. Some

agencies will assess a penalty if your license re-newel is received late.

CHECKLIST
I Federal Licenses
II. Montana licenses
A. Obtain the "Montana Business Licensing Handbook"
III.  Local licenses
A. Business License Application
1. County Treasurer
2. City Treasurer

B. City/County Planning Department
C. City/County Building Department

FEDERAL LICENSES

Federal licensing requirements are the most difficult to determine. Unlike state
and local licensing procedures, there is no one place that you can go in the Federal
Government to find out all the licensing requirements. The Federal agencies in Montana
will normally refer general inquiries to the Montana Department of Commerce Business
Licensing Center in Helena. The licensing specialist there can direct you to specific
agencies or give you some starting points in the Federal government to start your

information search.
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Some of the Federal agencies that often are involved are:
The Securities and Exchange Commission

Provides investment advice and stock offering regulations
Interstate Commerce Commission

Regulates common carrier ground transportation
The Food and Drug Administration

Regulates the preparation of meat products,

the production of drugs, and

the production of biological products
The Treasury Department - Bureau of Alcohol, Tobacco, and Firearms

Regulates the production of tobacco products,

the production of alcohol products, and

the making or dealing in firearms
The Federal Communications Commission

Regulates radio and television broadcasting

MONTANA LICENSES

There are fourteen departments within the State of Montana that issue licenses for
business operations. License fees vary greatly from department to department and by
type of business activity.

The Montana Department of Commerce (DOC) under its Business Development
Center has established a Business Licensing Center. This center publishes annually the
"Montana Business Licensing Handbook,"” which every new starting business should
obtain. This free handbook is a compilation of state licenses and fees required by
Montana law to do business in State of Montana. It lists requirements by business type
and by State department. It also lists professional and occupational licensing
requirements and the governing boards (see Table 3.1) which are regulated by the DOC

Professional and Occupational Licensing Bureau.
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TABLE 3-1

Professional and Occupational License Requirements

Occupation:

Acupuncture
Architect
Audiologist & Aide

Boxer/ Wrestler
Broker
Certified Public
Accountants
Chiropractor
Cosmetologist
Cosmetologist Student
Dental Hygienist
Dentist
Dentist Anesthesia
Denturists
Electrologist
Engineer

Funeral Director
Hearing Aid Dispensers
Land Surveyor

Landscape Architect

Licensed Public
Accountants

Manager

Manicurist

Manicurist - Student

Medical Doctor

Mortician

Nurse registered or LPN

Nursing Home
Administrator

Nutritionist

Occupational Therapist

Optometrist

Qutfitter

s
——

Governing Board:

Medical Examiners

Architects

Speech Pathologists &
Audiologists

Athletics

Real Estate

Public Accountants

Chiropractors

Cosmetologists

Cosmetologists

Dentistry

Dentistry

Dentistry

Dentistry

Cosmetologists

Professional Engineers &
Land Surveyors

Morticians

Hearing Aid Dispensers

Professional Engineers &
Land Surveyors

Landscape Architects

Public Accountants

Athletics

Cosmetologists
Cosmetologists

Medical Examiners
Morticians

Nursing

Nursing Home Administrators

Medical Examiners

Occupational Therapists

Optometrists

Outfitters and Professional
Guides
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A Department of Commerce Business Licensing Specialist can provide help to businesses
in finding information and obtaining their necessary licenses. You must be registered
with the Montana Secretary of State with either an assumed business name or as a
registered corporation before you can obtain a license.

Montana recently eliminated its requirements for "store licenses.” Retail and
wholesale businesses do not need licenses and can now use their Federal Employer
Identification Number to obtain sales tax exemption when purchasing goods from out-of-
state suppliers.

Montana does not, as of 1992, have a state sales tax. Therefore, there is no
"sales tax number," registration, or licensing pertaining to sales tax collection.

Table 3.2 shows the license requirements by Montana departments. Type of
businesses are listed showing which departments may issue licenses. Some licenses also
have bonding requirements. An "X" in the table indicates that a license may be required
and you should check with that department. The following abbreviations are used for
the departments:

AG - Department of Agriculture

DOC - Department of Commerce

DFS - Department of Family Services

FW& - Department of Fish, Wildlife, and Parks

HES - Department of Health & Environmental Services

DHS - Department of Corrections & Human Services

DOJ - Department of Justice

L&I - Department of Labor & Industry

LVST - Department of Livestock

DNR - Department of Natural Resources & Conservation

PSC - Public Service Commission

DOR - Department of Revenue

DSL - Department of State Lands
DOT - Department of Transportation
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It is very important to understand that holding a Montana State license does not
necessarily allow you to do business at a local level. Local licenses must be obtained
and these licenses will be issued only if your business is in the proper location (as
described in Chapter 2.) There are times when State and Local licenses are in conflict.
The Local license will take precedence.

TABLE 3-2

MONTANA STATE LICENSING REQUIREMENTS

Type of Business AG | DOC| DFS | FW&] HES | DHS | DOJ | L& | LVST| DNR} PSC| DOR| DSL| DOT
[Aaricutural Feed/Fertilizer X
Alcoholic Beverages X
Bakery X
Barber/Beauty Shop X
Builder/Contractor/Construction X X X
Camp and Trailer Parks X

Candy,Nut,& Confectionery X X
Car Dealers - New and/or Used X
Dairy Products X X X X
Environmental Sarvices X
Fireworks X
Fishing / Hunting X X
Fruit & Vegtable Stands X X
Fuels - Oil/Gas X X
Fur Dealer X
Game Farms X
Grocery Stores X X X X
Hardware Stores X
Health Care X X X
Hotels, Motels, & Lodging Places X X
Individual and Family Services X
Lmber & Othr Bldg Spplies X
Meat & Fish X X X X
Medical Services X
Misc. Food Sellers X X
Motorcycle, Boat, or RV stores X
Nurseries & Garden Stores X
Outfitter and/or Guide X
Public Vocational Schools ).
Restaurants X
Retirement Homes
S & Recreation X X X
Timber/ Forest X
Transportation X X X
Water X

bod
bl Bl
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LOCAL LICENSES

In addition to any federal and state licenses that are required, most local
governments require businesses to have a license to operate in the community where they
reside. Licenses may be required by the county, the city, or both. The starting business
should check with both the county treasurer and the city treasurer where the business is
located. If any local licenses are required, the treasurer’s office can direct you to the
responsible officials. Some cities and counties in Montana do not have any licensing
requirements, but you must check with them to be sure as regulations can change at any
time.

Normally you will have to fill out a local business license application form
(samples from Missoula and Butte-Silver Bow are shown at the end of chapter 2.) You
will need to provide pertinent information about your business, its employees, its
location, and the type of business activity that will be conducted. You will usually have
to have the local planning department and the local building department approve your
application before the treasurer’s office will accept it. Refer to Chapter 2 for details on
these departments. Additionally, depending on the type of business, you may have to
have the fire department, the health department, the police department, and perhaps
others approve the application.

There are several types of business licenses that local governments may require.
There is usually an "all business” license with fees based on the number of employees,

the physical size of the business, or the total revenue earned by the business. Every
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business must obtain one of these licenses. Local governments also may require specific
types of businesses to obtain special licenses. Table 3-3 lists license requirements for all
businesses, fee schedules, and additional business type requirements for the six largest
communities in Montana. In most of these communities, the city issues licenses and the
county does not. Gallatin County issues transient licenses for $5.00, and Butte, which
has a consolidated city/county government, has only one treasurer’s office and one
licensing entity. Other counties and communities in Montana will have different
regulations.

Local governments also may require surety bonds for certain types of businesses.
The two most common are transient businesses and itinerant businesses. A transient
business is one that uses a temporary place of business such as a motel room, a van, or
a trailer. The business sets up, sells its wares, and Jeaves. A surety bond is required
to insure that the location is cleaned up prior to the business leaving. An itinerant
business is one that employs door-to-door sales persons. Surety bonds are required to
protect against fraud and illegal business practices that have been common in these types

of businesses.
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TABLE 3-3

City Business License Fees

Billings

Bozeman

Butte

Helena

Gt Falls

Missoula

All Businesses required
Fee Range ($)
Based on:

Employees

Revenue

Square Footage
Fixed Fee ($)

ADDITIONAL FEES:
Special Fees:
Investigations
Health Inspection
Alcoholic Beverages

Special Type of Businesses:
Auctioneers

Banks

Bill Board

Boiler Room Operation
Boxing/Wrestling
Breeding Kennels
Broadcasting Stations
Carnival

Coin Operation/Amusement
Contractors

Distributing only
Finance/Loan Broker
Gambling/Video Poker
Going out of Business Sale
Home Based Businesses
Hotel/Motel

Itinerant

Junk Dealers

Mining Companies
Newspaper

Pawn Broker

Pool Tables

Property Manager
Railroads

Refuse

Salesman {peddlers)
Taxi

Telemarketers
Theater/Drive In
Transient

Utility Companies
Water Companies

Surety Bonds Required

X
$55-5215

X

$6

X
$0-$250

$25

> X XX

X
$35-$200

X

> X X X x X

X X X

x X X X X

xX X X X

x

X

$10

X
$30-$144

X

X
$20-$400

X

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



SOURCES OF INFORMATION

Montana Department of Commerce - "Business Licensing Handbook"
Business Licensing Center
1424 Ninth Avenue
Helena, Mt 59620
Phone (406) 444-4109
(800) 221-8015

Local city and/or county treasurer’s office

Local city and/or county planning department
Local city and/or county building department
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CHAPTER 4

CAPITALIZATION

INTRODUCTION

A company must have some initial funds to cover the costs of starting the
business, initial purchases, and operating expenses. Starting costs can include legal fees,
consultant fees for accountants and attorneys, research and development costs, business
cards and letterhead stationery, and other similar items. Initial purchases can include
such things as equipment, furniture, and product and/or raw material inventory.
Operating expenses include labor, operating supplies, rent, utilities, and other costs of
operating the business. There must be enough money to cover these operating expenses
until the business sells enough product or services to cover these expenses out of gross
profit. One of the most common mistakes a new business makes is underestimating the
operating costs and underestimating the amount of time needed to generate revenues and
gross profit sufficient to cover these expenses.

There are two common sources for this required initial capital - equity, which is
money supplied by the owner(s) of the business, and debt, which is money borrowed
from another source such as banks or family and friends. The only source of equity in
a sole proprietorship and a partnership is the proprietor and the partners respectively.
Additional equity investment must come from adding another partner (in the case of a

sole proprietorship, the business form must change to either a partnership or a
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corporation.) Any other funds must come from debt. In many cases the investment is
not in the form of cash, but represents property, equipment, services, or cash equivalents
which can be assigned a cash value.

A corporation can sell stock to raise capital. It also can exchange stock for
property, equipment, services, or cash equivalents. It is imperative that corporations
wishing to sell stock to raise funds for initial formation, growth, diversification, or any
other reason to be aware of the securities laws of the State of Montana. Disclosure of
pertinent financial and business information to prospective purchasers of stock is required
for all stock sales. This chapter presents an overview of the stock sale options available
to Montana corporations. Anyone contemplating a stock offering should take the time
to investigate these in detail with the Montana State Auditor’s Office Securities
Department. Although it is a regulating body, the Department is very helpful to those
businessmen seeking information.

The most common sources of debt financing are lending institutions (such as
banks), family, and friends. A detailed and formal procedure must be followed if the
business is seeking a bank loan. A loan from a bank will result in a signed contract
(note) with the bank defining the terms of the contract and of the repayment and interest
schedules. When borrowing from family or friends, the company should always sign a
similar contract so that both parties - the borrower and the lender - agree on the terms
of the loan and the repayment.

Obtaining a loan from a bank will necessitate providing collateral to guarantee the

loan. Collateral is something of value that the bank can sell to recover the amount
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loaned in the event that the company can’t repay the loan. Many times, a new business
does not have adequate collateral. The Small Business Administration has a loan
guarantee program for qualifying businesses that provides "collateral” to the bank for the

loan. Banks can provide information and help with SBA loans.

CHECKLIST
I Develop a business plan with proforma cash flow statement
II. Determine owners’ financing

A. Founders’ stock
III. Determine outside financing
A. Debt financing
1. Bank
2. Private - family and friends
B. Equity financing
1. Small stock offerings
a. Limited offer
b. Montana Investment Capital Exemption (MICE)
¢. Small Corporation Offering Registration (SCOR)
2. Public stock offerings

BUSINESS PLAN

The first step in determining the amount of capital a company needs is to prepare
a business plan. Preparing a business plan is a lengthy and detailed process. Table 4-1
lists the necessary components of a business plan.

Although producing the plan is a big job, the effort will not be wasted. A bank

will want to see your business plan. Potential stockholders or partners will want to see
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TABLE 4-1

Components of a Business Plan

A brief description and history of your company

A complete description of your company’s products and/or services
A description of the market area and your customers

A description of your competitors and why customers will buy from
you instead of the competition

Your marketing strategy including pricing and promotion plans

A plan of how you will operate the company

A description of the management team including resumes

A list of any critical risks and problems

A "pro-forma" financial plan for the next three years including:

1. Cash flow statement

2. Income statement

3. Balance sheet

4. List of financial notes and assumptions

Fmomm SO

Ir

the plan. The plan also can be used to help provide the necessary "disclosure” that the
Montana Securities Department requires that you provide to potential investors.

There are numerous books that describe how to develop a business plan. The
"Montana Entrepreneur’s Guide" written by Dr. Paul Larson is an excellent guide and
even provides computer software to assist with the pro-forma financial plan. There are
also organizations that provide free assistance for business planners. The Small Business
Development Centers (SBDC’s) located in many larger cities in Montana have
experienced counselors ready and anxious to help. A call to the Montana Department
of Commerce will provide you with the name and location of the SBDC nearest you.

The important part of the business plan relating to capitalization is the cash flow

statement. This statement will tell you how much capital in excess of any generated
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profit will be needed to get you through the first three years of operation. The amount

needed can be obtained by debt, equity, or a combination of the two.

Owners of the company can provide both equity and debt funds. For example,
Montana Stitchery, Inc. needs $63,000. The owners buy $40,000 of stock (equity) and
loan $23,000 to the corporation (debt.) As time goes by and the company starts making
a profit, it can begin repaying the loan. The owners are able to receive cash from the
company, in the form of the loan principle repayment, without declaring dividends or
receiving a salary, both of which are taxable (the interest paid on the loan will be
taxable.) The corporation also establishes a credit record which may be important if it
needs to borrow money from a bank at a later time.

The total ratio of debt to equity should not exceed 3 dollars of debt to each dollar
of equity. This ratio includes all sources of debt. A ratio that exceeds 3 to 1 will
severely inhibit the company’s ability to obtain any additional debt (additional debt may

be needed if business is good and more money is needed to finance an expansion.)

OWNERS FINANCING

The first step is to determine the ability of the owners of the company to provide

funds. The amount that can be provided must then be divided between debt and equity.

The ratio of total debt to equity should not exceed 3 to 1.
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Sole-proprietorship:

Any funds needed that cannot be supplied by the owner must be obtained through
debt. Sources are family, friends, and lending institutions such as banks, savings and
loan associations, and credit unions. Lending institutions will need to have collateral
provided. If the owner cannot provide the collateral, a co-signer who has the necessary
collateral must be found. The co-signer is usually a member of the family or a friend.
Debt financing is discussed in detail below.

If the only alternative for additional funds is through another investor who wants
some ownership in the company, the sole proprietorship must change business forms to
either a partnership or to a corporation. Either of these two forms will allow additional

investment by an additional owner.

Partnership:

As is the case with a sole proprietorship, any funds that cannot be provided by
the partners must be obtained through debt. Unlike a proprietorship, the partnership can
admit another partner in exchange for investment funds. If another partner is admitted,
the partnership agreement must be changed and the profit sharing ratios will be changed
to provide the new partner with a share of the profits. It is important to remember that
a partner does not need to be involved in the operation and management of the business.

A "silent"” partner simply provides funds in exchange for a share of the company’s assets

and profits.
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Corporation:

Owners provide funds to the corporation by purchasing stock. This stock will
usually qualify as "section 1244" stock, or "founders” stock. If 1244 stock later becomes
worthless or if you sell it at a loss, section 1244 of the Internal Revenue Code allows the
owner to deduct up to $50,000 ($100,000 for a joint return) as an ordinary loss rather
than a capital loss. The distinction can be significant because any capital loss exceeding
$3,000 can only offset a capital gain, whereas an ordinary loss can always be deducted
in full. 1244 stock is limited to the first $1,000,000 of stock sold. In order to qualify,
the owner must receive the stock in the form of a stock certificate.

If the founders of the corporation can’t provide all the necessary funds, additional
stock can be sold to other investors. Methods for selling stock are discussed in the
"outside financing” section below.

In the case of a "C" corporation, equity investment is paid back to the investors
through stock dividends, which must be declared by the corporate board of directors.
Dividends of a "C" corporation are taxable to the shareholders on their individual tax
returns.

In the case of a "S" corporation, the profits of the corporation are taxable to the
owners in the ratio of the number of shares each owner holds. Selling stock to more
owners therefore changes the profit allocation to the current owners. Selling stock in a
profitable S corporation subjects the owners to a potential tax liability.

Losses of the corporation are also passed to the shareholders in the ration of their

ownership. The total losses that can be taken by the owners is limited to the amount of
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their investment of both debt and equity. In the example above in which the owners
bought $40,000 in stock and then loaned the company $23,000, the maximum corporate
loss that can be passed to the shareholders would be $63,000. The total of equity and
debt that each shareholder holds forms what is called the "tax basis." An accountant
should be consulted when determining the tax basis for the owners. It is important to
remember that stock sold to another corporation or partnership will cause the corporation
to revert to a C corporation.

Debt financing is similar to the situation in the other business forms and is

discussed below.

OUTSIDE FINANCING

If the owners of the company cannot provide all the necessary funds needed,

outside sources must be found.

Debt financing:

Most common sources of debt for the small company is family and friends. It is
very important to sign a contract (note) for the loan amount, interest to be paid, and
terms of payment. An example of a personal note is included in Appendix B.

The other common source of debt is a lending institution - usually a bank. Banks
have a set of specific requirements for a company applying for a loan. Table 4-2 lists

the most common requirements. Examples of a loan application and personal financial
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statements are included in Appendix A.

TABLE 4-2
Bank Requirements for a Commercial Loan

A bank loan application form

A business plan

Including three years proforma financial statements
Personal financial statements for past 3 years

for all major owners

Personal tax returns for past 3 years

3 to 5 credit references

= >

mo 0

Banks are particularly concerned about how the loan will be repaid and, if it can’t
be repaid, how they can recover their money through the sale of the loan collateral.
Therefore, the cash flow statement is very important to the bank. They will look first
for sources of money that can be used to repay the loan. Common sources are:

1. Converting accounts receivable and inventory to cash through collections

and sales

2. Cash flow resulting from profit on the sale of products and/or services

3. Re-financing the current debt (if interest rates go down)

4. Personal guarantees by principles of the corporation (sole

proprietors and partners personally guarantee loans by the nature of the
business structure)

5. Collateral that is not required for the operation of the business

6. Liquidation of the company - as a last resort

Other important cash sources that the bank will look closely at are increasing
equity through additional owner investment and other potential sources of debt.

In many instances, the bank will require a co-signer for the loan. The co-signer

will provide any collateral that the company cannot provide. The bank will require
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personal financial statements and tax returns for the co-signer.

The Small Business Administration provides loan guarantee programs for
qualifying small businesses. Often the only source of collateral is through the SBA loan
guarantee program. All banks that deal in commercial loans will be familiar with the

SBA programs and can provide information on how these programs can be used.

Equity financing:

Discussion of outside equity sales will be limited to situations where no more than
$1,000,000 of stock is offered in any 12 month period. Larger offerings require
significantly more legal processes and professional consultants must be utilized when
planning for large stock offerings. The discussion on public stock offerings contained
later in this chapter would be appropriate for larger offerings.

The Securities Act of Montana governs the securities industry for any securities
issued or traded within the State boundaries. The definition of a security includes,
among other financial instruments, common stock issued by a small corporation.

The Montana Commissioner of Securities administers and enforces the Act
through statutes and administrative rules. The Act was intended to protect investors,
issuers, and traders of securities through rules designed to provide proper disclosures and
to prevent fraudulent practices. These rules provide for registration of securities,
registration of people involved in advising, trading, and selling securities, and providing

penalties for offenses involving fraud, registration violations and other violations of the
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act. In addition to other circumstances, fraud can be claimed if any "material
information” is not made available to the investor, making disclosure documents such as
prospectuses important to the capital raising process. Montana registration and
exemption forms used for the Small Corporation Offering Registration (SCOR) and the
Montana Investment Capital Exemption (MICE), which are described below, can be used
to provide investor disclosure.

Anyone selling securities must meet certain qualifications outlined by the State.
These qualifications generally deal with the legal and financial character of the seller.

Certain securities and transactions involving securities are exempt from the rules
provided by the Securities Act. Some of these exemptions are of particular interest to

the small businessman.

Importance to corporations:

Why should a businessman involved in raising a small amount of capital be
concerned with the securities laws of Montana? After all, only a small amount of money
and few people may be involved and the businessman may strongly feel that it is none
of the State’s business.

In most cases, there is not an overriding need for concern other than the legal and
ethical issues (which are of undeniable importance) of obeying the laws of the State
where the business is located. There are, however, issues that can drastically affect the

pocketbook of the corporation owners and thus may attract more attention from those
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owners.

Problems can occur when a corporation loses money, fails, or does not live up
to expectations. If an investor wants to recover his/her lost investment, there are several
avenues available to pursue. One of those is to charge that the corporation failed to
properly register the stock and thus violated State statutes by dealing in unregistered
securities. The burden of proving that the transaction was exempt from registration
under the Montana Securities Act is not on the shoulders of the investor, but on those of
the seller - ie. the corporation. Should this approach result in the conclusion that laws
were violated - either with or without intent - the seller of the securities, the corporate
board of directors, the corporate officers, and any other involved entities (including
attorneys and accountants) can be held liable for the losses suffered by the stock holders.
That liability, and the ramifications of a conviction for violating securities laws, certainly
may be significant. Because of these possibilities, it is in the best interests of small
corporation officers to be aware of the securities laws and to be aware of how they can

protect themselves - and their investors - from potential problems.

Available options:

The most obvious method of conforming to Montana securities laws would be to

register the corporate stock with the Securities Exchange Commission (the "SEC") in

Washington, DC and with the Montana Securities Department. This process is complex,

expensive, and results in strict federal reporting requirements. However, this type of
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registration is probably unnecessary for the majority of small corporations.

The SEC has an exemption from registration under Regulation D of the 1933
Securities Act. This exemption was designed for corporations, limited partnerships, and
other organizations dealing in interstate securities sales. Montana corporations dealing
just within Montana will not normally be affected by Reg D, yet Montana has adopted
rules that parallel SEC Regulation D rules. SEC Regulation D rules are of concern when
sales of securities cross state boundaries for distribution beyond Montana, but which are
not publicly offered. If you are offering sale of your company’s stock in other states
then you must be aware of Montana’s and the other state’s securities laws.

The first step in determining the best course of action for a small corporation
seeking equity capital investment is to examine the securities and transaction exemptions
that presently exist in Montana. There are two exemptions and one simplified
registration process that will pertain to small corporations; a limited offer exemption, the
Montana Investment Capital Exemption (MICE), and the Small Corporation Offering
Registration (SCOR). [Each of these programs has advantages, limitations, and
disadvantages. A summary of these programs is contained in Table 4-3.

It is important to recognize that these programs can be used in the initial
formation of a corporation or whenever additional equity capital is required. It is also
important to recognize that disclosure of material information must be made to investors

under any circumstances.
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TABLE 4-3

Stock Offering Options Available in Montana

Limited

Offer MICE SCOR
Maximum Amount Raised no limit (1) $500,000 $1,000,000
Maximum # of Offers 10 - 25 (2) no limit no himit
Maximum # of Sales 25 (2) 40 no limit
Allowable Time Frame 12 mo 12 mo 12 mo
Escrow Required no yes sometimes (3}
Registered Sellers no yes yes
Sales Commissions Allowed no yes yes
Qualified Investors Needed no yes sometimes (3)
Advertising Allowed no no yes (4)
Disclosure Required yes yes yes
Montana Form Required no (2) yes yes
Fees none (2) $200 $200 - $1,000

(1) SEC regulations apply when State Boundaries are crossed

(2) At present, a letter is needed to notify Montana for offerings to more
than 10 but less than 25 persons. A $50 fee is required for offers
exceeding 10.

3) Based on circumstances, Montana may impose requirements and usually
does require an escrow account. However, there is more flexibility in
establishing requirements.

(4)  Strict limitations are imposed. Advertising must be approved in
advance by the Montana Securities Department. “Tombstone" adds are
acceptable.
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LIMITED OFFER:

Characteristics:

This is the most commonly used method for small corporations. The securities

need not be registered if there are fewer than 10 offers to potential investors
made within a period of twelve consecutive months. A notification to the
Montana Securities Commission for an "expanded exemption" is required to go
beyond 10 up to a maximum of 25 offers. There are vague interpretations of
the law as to whether the corporate officers who are stockholders are
considered as part of the 25, or if the 25 are in addition to the officers (this
would be a consideration only during initial formation). An offer does not
constitute a sale but merely an offer to sell. There is no limit to the amount of
capital that can be raised, however, if State boundaries are crossed, SEC rules
apply and the seller should investigate with the SEC. No notification to the
Securities Commissioner is required until you go beyond 10 to 25. No
remuneration to the seller can be given. The seller does not need to be

registered with the State.

Disadvantages:
The term "offer” puts some severe constraints on this method. Even if a sales

is not made, an offer was extended and counts as one of the 10 to 25 offers.

"Offer" is defined in a manner that is subject to interpretation. Strictly
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interpreted, if the seller communicates to a person that stock in the corporation
is for sale, an offer is made and only nine more offers can be made. If none
of the 25 offers (under the expanded exemption) results in a sale, then no

stock can be offered or sold for a period of twelve months from the date of the

first offer.

Danger exists here because of the definition of the term "offer". For example,
if a newspaper article about the start of a new business contains statements
indicating common stock is for sale, a strict interpretation could result in an
offer being made to every reader of the article. If a disgruntled investor can
demonstrate that offers were made to more than 25 people, a securities
violation is proven. It is extremely important that the seller of the stock keep
meticulous records regarding all offers, including the circumstances and the

dates of both offers and sales.

MONTANA INVESTMENT CAPITAL EXEMPTION (MICE):

Characteristics:
A maximum of $500,000 of stock can be sold to forty or fewer qualified investors
in a twelve month period. Qualified investors are those who are knowledgeable
and able to afford the investment as specifically defined in the statutes. There is

no limit to the number of offers that can be made. Commissions may be paid to
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registered sellers of the stock if such commissions are disclosed to the investor.
A minimum and maximum number of shares to be sold and the offering price
must be specified and the minimum must not be less than 75% of the maximum.
Funds raised must be deposited in an escrow account until the minimum is raised.
If the minimum is not raised within six months, the funds must be returned to the
investors. A twelve month period can be used to raise the stated maximum

amount. Sellers must be registered with the State (use Form U-4).

A fairly elaborate exemption form must be filled out and approved by the State.
The form is designed to make fairly complete disclosure of the corporation’s
financial status, the management team, the nature of the business, risks, history
and the intended use for the funds. This form also must be used to provide the
investor with the necessary information to meet disclosure requirements.
Disadvantages:

The major disadvantage of this method is the requirement for an escrow fund
until the stated mintmum amount of shares are sold. The funds are not available
to the corporation during this period. Also, if the corporation fails to raise the

minimum within six months, it must return the funds to the investors.

Because of the limited number of investors and the restrictions on the minimum

number of shares that can be sold, there is considerable consideration that needs

to be given to the structure of the offering in terms of number of shares, their
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price, and the minimum needed.

SMALL CORPORATE OFFERING REGISTRATION (SCOR)

Characteristics:
SCOR is a Registration by qualification which requires that a Form U-7
disclosure document be prepared. This method has been used in Montana since
March, 1991. It is also in use in all the States surrounding Montana making it
easier to register for sales to investors living in those States. The form was
developed and adopted by the North American Securities Administrators
Association, Inc. SCOR can be used for both equity and debt offerings. Sellers

must be registered with the State (use Form U-4).

Investment of up to $1,000,000 in a twelve month period can be obtained from
an unlimited number of offers to an unlimited number of investors. Commissions
may be paid to registered sellers of the stock if such commissions are disclosed
to the investor. Regional brokerage firms may be used to market the security and
investor qualification is the responsibility of the seller. "Tombstone" advertising
also may be used. If the offering is less than $500,000, reviewed financial
statements may be used in the disclosure process. If the offering is greater than
$500,000, audited statements must be used. A minimum (which can be zero) and

maximum number of securities must be specified. The minimum is established
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on a case by case basis. It is not always necessary to meet the minimum before
funds can be used by the corporation. However, the State may, at its discretion,
require investments to be directed into an escrow account until a minimum

investment is raised; usually this is required.

A "fill in the blank" registration form must be filled out and approved by the
State. As with the MICE form, this form is also designed to make an even more
complete disclosure of the corporation’s financial status, the management team,
the nature of the business, risks, history and the intended use for the funds. The
completed Form U-7 must also be used to provide the investor with the necessary
information to meet disclosure requirements prior to making a sale. Also, under
the SCOR Registration, shares of stock may not be sold for less than $5.00 per

share.

A requirement to submit a Form D of Regulation D of the Securities Act of 1933
must also be filed with the SEC claiming exemption from SEC regulation. if state
boundaries are crossed.

Disadvantages:
In some circumstances, the State may require an escrow account be used until the
minimum number of shares are sold. An example is when a company needs a
minimum amount in order to build a plant. If the minimum can’t be raised, the

plant cannot be built and the offering must be rescinded. Investors funds are

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



70

protected in the escrow account in the case that a “refund” must be made.

The State of Montana usually will require that "Founders’ Stock” be placed in
escrow for two years if the founders of a company purchased stock at less than
80% of the offering price. This restriction is designed to protect new investors
from actions by founders to dispose of their stock once new funds have been

raised at a higher price per share.

Although the registration form is involved and complex, it is designed to be
completed by a "layman" and does not require the assistance of a securities
professional. Experience in the State of Washington has shown that the

completed form is a useful tool in the marketing of the securities.

The SCOR form may not be used by mining, oil and gas companies, or other

companies engaged in extractive industries.

OTHER CONSIDERATIONS

There are sources of equity and debt financing available in Montana as a result
of recent legislative actions. One of those sources is the Montana Science and
Technology Alliance. State monies are available from the Alliance in exchange for

convertible bonds issued by the corporation receiving the funds. It is the intent of the
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Alliance to sell those bonds at some future date in order to liquidate its holdings and re-
investment in other opportunities. It is conceivable that the corporation could issue an
offering under the SCOR program in order to raise equity capital to purchase the bonds
back from the Alliance and retire the debt. Securities sold to the Montana Science and
Technology Alliance will generally be considered as "exempt transactions” by the
Securities Department of Montana and will not be subject to registration requirements.

Other situations in which venture capital companies have investe;i and later desire
to harvest their investment could be funded through stock offerings that must follow
Montana securities procedures. The SCOR program appears to have the most potential

for satisfying State requirements while providing the most flexibility for the corporation

seeking capital.

PUBLIC STOCK OFFERINGS

Although the extremely complex process of public stock offerings are beyond the
scope of this guide, a brief description of the process is important for those companies
that may consider the process at some future date. A company is in a position to
consider public offerings when it reaches annual sales of $15-20 million, has an annual
net income of $1 million or more, and is experiencing an annual growth rate of 30-50%.

A company "goes public” when it sells its stock to the general public for the first
time. This process is called an "initial public offering” (IPO.) Sales to the public

require the company to file a registration with the US Securities and Exchange
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Commission (SEC) following the rules adopted with the Securities Act of 1933 before
any share can be sold or delivered using interstate commerce or the mails. In addition,
all pertinent information regarding the company and the owners must be disclosed to all
potential investors. This disclosure document is called a prospectus. The registration
with the SEC must include the prospectus.

The company can sell new shares of stock, existing stockholders can sell part of
their holdings, or both. An investment banking firm must be retained to assist with the
registration process and to "underwrite" the sale of the stock on one of the recognized
stock exchanges located throughout the country. In addition to the investment bankers,
experienced accountants and attorneys are required to assist with the registration and sale
of the stock.

There are numerous advantages to going public. The stock may bring a higher
price than would be obtained with a limited offering, an improved debt to equity ratio
can enhance the company’s ability to borrow money, the company’s ability to offer
additional public sales can be enhance its ability to raise additional equity, the company
can be valued more effectively, the owners’ ability to sell or liquidate all or a portion of
their stock will be greatly enhanced, the company will gain a significant amount of
prestige, and the owners can gain considerable personal wealth.

There also are some significant disadvantages. The cost of going public is very
high both initially and on an ongoing basis. Out-of-pocket costs can range from
$200,000 to $300,000 for a small offering plus a commission to the underwriters of up

to 10% of the total offering. On-going expense of reporting financial information on an
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annual basis to the SEC and to shareholders can be significant. All significant
information about the company must be disclosed and therefore is available to the public,
the customers, and the competitors. There will be constant pressure to maintain a growth
pattern in order to keep the price of stock at a level that satisfies the shareholders. If
enough stock is sold to the public, the original owners can lose control of the company.

Any serious consideration of public offerings should be discussed with
experienced professionals. Unfortunately, in the State of Montana, there are few
experienced professionals. Most Montana firms that have issued IPO’s have utilized out-
of-state attorneys, accountants, and underwriters. There are national firms with offices
in Montana such as Dorsey & Whitney and Holland and Hart that are qualified to assist
in many situations. The best source of practical information would be those corporate

officials that have successfully completed an IPO.

SAMPLE FORMS

4-1 Bank Application Form
4-2 Personal Financial Statement

SAMPLE DOCUMENTS
4-1 Personal Note

SOURCES OF INFORMATION

Montana Code Annotated - Title 30, Chapter 10 1989
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Montana State Auditor’s Office

Securities Department

Room 270, Sam W. Mitchell Building

Helena, MT 59620

Phone (406) 444-2040

(800) 332-6148

Small Corporate Offering Registration Form (U-7) 1989
Administrative Rules of Montana 6.10.120 1988
Administrative Rules of Montana 6.10.124 1988

Montana Department of Commerce
1424 Ninth Avenue
Helena, MT 59620
Small Business Development Center
Phone (406) 444-4109

(800) 221-8015
FAX (406) 444-2808

Small Business Administration
Federal Building

Helena, MT 59601

Phone (406) 449-5381

Reference Books:
"Strategies for Going Public - An Entrepreneur’s Guidebook”, Deloitte Haskins & Sells
"Montana Entrepreneur’s Guide" by Paul Larson, University Press, 1990

Banks

Attorneys
Certified Public Accountant’s
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CHAPTER 5

EMPLOYEES

INTRODUCTION

At some time during the life of a company, the decision to hire an employee will
be confronted. Having employees significantly increases the complexity of management,
the requirements for record-keeping, and the complexity of the appropriate legal
processes. More time will be spent in accounting, payroll calculations, and government
reporting.

The employer must accept additional responsibilities for calculating wages,
conforming to wage and hour laws, calculating and paying employee withholding taxes,
calculating and paying the employer’s portion of taxes, providing a safe work place,
establishing fair and equal treatment policies for employees, and establishing fair and
non-discriminatory hiring practices.

This chapter covers the requirements for small businesses with fewer than 50
employees. When the company grows to larger numbers of employees, additional
Federal requirements must be satisfied. ERISA, the Employee Retirement Income
Security Act of 1974, specifies requirements for businesses to provide retirement plans
for their employees. Compliance with ERISA requirements can be extremely complex.
Additional State and Federal requirements are continually being developed, and business

owners and corporate officers continually must be aware of ramifications to their
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companies. Additional employees are often hired just to keep the company in compliance
with existing and new regulations.

As you will find as you read this chapter, there are numerous Federal and State
agencies involved with employee regulations. Each of these agencies has material
designed to help the new business owner. Many have an "Employer Handbook" or
similar brochure that details their requirements. Additionally, the Montana Department
of Revenue publishes the "Montana Taxpayers Digest” that describes not only taxes
pertaining to employees, but lists all license, permit, and other related fees and taxes plus
available tax incentives provided by the State of Montana. This book is a must for the

new business owner.

CHECKLIST

L. The Decision to Hire Employees
A. Independent contractors
B. Employees

1. Wage and Hour laws
2. OSHA requirements for the work place
3. Taxes, insurance, and withholding
a. Employer paid
1) Social Security and Medicare
2) Federal unemployment tax
3) Montana unemployment tax
4) Montana worker’s compensation insurance
b. Withholding - employee paid
1) Social Security and Medicare
2) Federal income tax
3) Montana income tax
II. Develop personnel policies
A. Employee manual
B. Application form
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VL
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C. Employee contracts (optional)
D. Job description
E. Recruitment process
D. Interview process
E. Evaluation process
F. Hiring process
Hire Employees
A. One-time forms:
1. UI-1 Montana Unemployment Insurance Employer Registration
2. RAUI1 Montana Unemployment Insurance Establishment Activity and
Location Statement
3. SF-MIS LF 100A Workers’ Compensation Insurance Application
4. ER-1 Montana Department of Revenue - Withholding
Tax/Workers Compensation Payroll Tax Registration
B. Individual employee forms:
1. Employee Contract
2. W-4 form
3. I-9 form - Employment Eligibility Verification
Employee Records
Quarterly reports
A. Federal reporting
1. IRS form 941 Quarterly Withholding
2. IRS form 8109 Deposit Federal quarterly withholding amount
B. Montana reporting
1. Montana MW-5 Quarterly withholding report
2. Deposit Montana quarterly withholding amount
3. Unemployment form UI-5 payroll report
Annual reports
A. Federal reporting
1. IRS form 940 FUTA Tax return
2. IRS forms W-2 Wage and Tax Statements
3. IRS form W-3 Transmittal of Income and Tax Statements
4. IRS form 1099-MISC independent contractor payments
B. Montana reporting
1. Montana MW-10 Annual Reconciliation

THE DECISION TO HIRE EMPLOYEES

If your business needs additional people to perform certain duties that you and the

other owners don’t have the time or abilities to do, you will need to hire help. That help
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can take the form of an employee or an independent contractor. It is very important for

the business to know the difference between a contractor and an employee.

An independent contractor is responsible for his/her own taxes, withholding,
insurance, and record keeping. The contractor invoices the company for services
rendered and the company simply pays the bill. An employee, on the other hand, is a
part of the company. The company, as the employer, must pay social security and
Medicare taxes, worker’s compensation insurance, and unemployment insurance for all
"common-law" employees. The employer may also have to withhold Federal and State
income tax from the employee’s wages and pay them on behalf of the employee to the
appropriate government agency. Records must be kept and quarterly and annual reports
submitted.

It is obviously simpler and less expensive to hire independent contractors rather
than employees. However, there are specific rules that define an employee and an
independent contractor. Even though you treat someone as an independent contractor,
they may be, in the eyes of the government, an employee; and you will be liable for all
appropriate taxes, insurance, and records.

The IRS definitions of employees and independent contractors, listed below, are
generally followed by all the other agencies involved in employee taxes, insurance, and
records. The IRS publication 15 - Circular E, Employer’s Tax Guide, and IRS

Publication 334 - Tax Guide for Small Business both have excellent descriptions.
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Independent Contractors

An independent contractor is one who follows an independent trade, business, or
profession in which they offer their services to the general public. A individual is an
independent contractor if the employer has the right to control or direct only the result
of the work and not the means and methods of accomplishing the work. Generally,
independent contractors must be in business for themselves. A corporation is, by default,
an independent contractor when it performs services. A very serious consideration for
independent contractors concerns the worker’s compensation insurance laws in the State
of Montana. Be sure to read the section on worker’s compensation later in this chapter
if you are an independent contractor or if you will be doing business with an independent
contractor.

The IRS has placed an additional burden on the employer of independent
contractors. The employer must file an annual report with the IRS, Form 1099-MISC,
that reports all payments to independent contractors. This is to insure that the
contractors properly report all their income to the IRS. Forms 1099-MISC must be
provided to all independent contractors and must be sent, along with Form 1096 (a
summary and transmittal form), to the IRS by the last day of February for the preceding

year.

Employees

The IRS defines a "common-law" employee as anyone who performs services to
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the will and control of the employer in situations where the employer can control both
what must be done and how it must be done. This is so even when you give the
employee discretion and freedom of action, so long as the employer has the legal right
to control both the method and result of the services. There are two usual characteristics
of an employer-employee relationship; the employer has the right to discharge the
employee; and the employer supplies tools and a place to work. All withholding, taxes,
and insurance rules apply to common-law employees.

A "statutory " employee may not be a common-law employee, but if they are in

one of the following categories, the employer must pay social security and Medicare:

1) A driver who distribute products from meat, vegetables, fruit, bakery
items, or beverages or picks up and delivers laundry or dry cleaning - if
the driver is your agent or is paid a commission.

2) A full time life insurance salesman.

3) An individual who works at home on materials or goods which the
employer supplies and which must be returned to the employer or one
designated by the employer, if the employer furnishes specifications for
the work to be done.

4) A full time traveling or city salesperson.

Federal unemployment tax must also be paid by statutory employees except for

those that are insurance salespersons or individuals who work at home.

“Statutory non-employees"” are treated as self employed independent contractors.

They qualify if they are real estate salespersons who are paid on production rather than

the number of hours worked, or if the individual’s services are performed under a written

contract that states they will not be treated as employees for federal tax purposes.

Wage and Hour Laws
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If you hire employees, you must conform to the wage and hour laws of the State
of Montana and the Federal Government. These laws address the minimum wage,

overtime pay, exempt and non-exempt employees, equal pay, restaurant and contractor

employees, and required record keeping.

Minimum Wage: Both the Federal and state governments set a required minimum
wage. Employees must be paid at least the Federal minimum, but under no cases can
they be paid less than the Montana minimum. The rate an employee is paid includes all
payment made to the employee by the employer. Commissions, monthly salary, and
hourly wages are all considered part of the employee’s regular rate. Employees also can
be paid on a "piece rate” basis. It is important for the employer to provide a piece rate
that allows the normal employee to at least equal the minimum wage rate. If, as an
example, Montana Stitchery paid employees $10 for each garment bag they sewed and
the normal employee took three hours to complete a bag, they would not be receiving the

minimum wage rate of $4.25 per hour ($10 divided by 3 hours is $3.33 per hour.)

Overtime pay: Non-exempt employees (generally hourly employees) must be paid
overtime if they work more than 40 hours in a week or if they work more than 8 hours
in a day. The overtime rate must be one-and-one-half times the regular rate. The total
regular wage for a week, including salary, piece rate payment, and hourly rate, is

divided by 40 to determine an hourly rate.
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Exempt Employees: Employees that are not subject to overtime pay are considered to
be "exempt." Exempt employees are those in executive, administrative, professional, or
outside sales jobs. The Montana law also dictates other qualified exempt employees.
Table 5-1 lists those specified employees that are exempt from both the minimum wage

and from overtime pay.

TABLE 5-1

List of Employees Exempt From Minimum Wage/Overtime

1. Any person employed in an executive, administrative, or
professional capacity.

2. Immediate family members of the employer, or who are dependent
on the employer for at least half of their support as a "dependent".

3. Persons working in homes whose duties include "chores" such as
baby-sitting, mowing lawns, and cleaning sidewalks.

4, Resident managers of lodging or personal care facilities who, as
part of their employment terms, live in the facility.

5. Retired or semi-retired persons performing part-time work as a
condition of their residence on a ranch or farm.

6. Learners under eighteen years of age employed as farm workers
only if their wage exceeds 50% of the minimum wage rate.

7. Persons employed by a head of household to care for dependent
children.

8. An employee of the United States Government.

9. Persons who volunteer their services to a non-profit organization -

on a partially or fully reimbursed basis.

10.  Certain persons, if a certificate is obtained from the Montana
Commissioner of Labor and Industry, including persons involved in
a accredited distributive education program, learners or apprentices
for a period not to exceed 30 days, and handicapped workers in
certain qualifying programs.

Source: Quick Reference Guide - Montana Wage/Hour Laws
The State of Montana also exempts other types of employees from overtime pay.

There is an extensive list of qualifying employees that partially includes: certain
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commissioned salespersons, certain delivery persons paid on a trip rate or delivery plan,
some agricultural workers, taxicab drivers, employees covered by certain Interstate
Commerce Act provisions, certain police and fire-fighters, and certain health care
employees. Because of the complexity and interpretation of exempt rules, it is important
for employers to determine from the Montana Department of Labor and Industry if their

situation qualifies for exemption.

Non-Exempt Employees: These employees are any employees who are not exempt.

These employees are subject to overtime pay.

Equal Pay: It is illegal in the State of Montana to employ any woman for wages that

are less than those paid to men for equivalent services.

Restaurant and Contractor Employees: The State of Montana places additional
requirements on restaurant and contractor employers. Restaurant, bar or tavern owners
must post a bond (see Chapter 7) with the Commissioner of Labor and Industry in the
amount of at least double the projected semi-monthly payroll plus 3.8%. The bond is
to ensure the payment of wages and payroll taxes. Contractors must file a surety bond
with the Commissioner in an amount equal to the contractor’s average monthly payroll.
Specific information can be obtained through the Employment Relations Division of the

Montana Department of Labor and Industry.
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Employee Records: Employers must keep certain records for their employees. These
records must be kept for a period of five years. Table 5-6 shows the records for each
employee as specified by the Montana Minimum Wage Law and other State and Federal
agencies plus other information that is useful to maintain. If there are unusual
compensation pay arrangements, such as lodging or board, they also must be included
in the records. Records must be kept for each pay period and include the beginning and
ending date of each period, total wages and withholding, and the number of employees

included in each pay period.

OSHA Requirements for Work Place

The Federal Occupational Safety and Health Act of 1970 provides job safety and
health protection for workers by promoting sale and healthful working conditions. The

Act provides requirements for the following:

1. Employers must furnish a place of employment free from recognized hazards that
are likely to cause death or serious harm to employees.

2. Employees must follow all safety and health regulations that apply to their own
actions and conduct on the job.

3. An OSHA compliance officer can inspect the work place for compliance to OSHA
regulations. The owner (or a representative) and an employee can accompany the
inspector.

4. Employees can file a complaint with OSHA requesting an inspection if they
believe there are unsafe or unhealthful conditions. Employees are protected from
repercussions by the employer.

5. If an inspection results in identifying a violation of the Act, a citation will be
issued with a time period specified for correction.

6. Penalties ranging to $1,000 for each violation can be assessed. If the violations
are not corrected in the specified time frame, additional penalties of up to $1,000
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per day can be assessed. Willful or repeated violations can result in fines up to
$10,000.

OSHA will provide assistance to companies to help them conform to the ACT.
It is very important for businesses to be aware of OSHA requirements and to be prepared
to provide safe and healthful work places. There are many consultants that can provide
assistance to companies that think they may be affected by the Act. Also, there are

programs available through the Montana University System that can assist businesses.

Taxes, Insurance, and Withholding

Employers also are responsible for the payment of social security, Medicare,
unemployment taxes, and worker’s compensation insurance for their employees. The
employer also is responsible for the withholding of the employee’s income tax and
his/her share of social security and Medicare taxes and for making the payments to the

appropriate government agency for the employee.

Employer Paid Taxes and Insurance:

The employer also is responsible for the payment of the employer’s share of the

social security and Medicare tax, federal unemployment tax, Montana unemployment

insurance, and worker’s compensation insurance.
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Social Security and Medicare Tax: The employer pays 6.2% of the employee’s wages

(up to $53,400) to the federal government for social security tax and an additional 1.45%
(up to first $125,000) of the wages for Medicare taxes. These taxes are paid by the
employer in addition to the worker’s wage. These taxes are usually remitted along with

the employee’s share of taxes withheld from the employee’s paycheck.

Federal Unemployment Tax: The Federal Unemployment Tax Act (FUTA) requires that
the employer pays tax of 6.2% on the first $7,000 of employee wages (a total of $434.)
However, if the employer pays State unemployment insurance on the employee, and pays
it on time, a credit of 5.4% ($378) can be taken against the amount due the Federal
government. This credit effectively reduces the FUTA tax to .8% or $56 per year.

These taxes are paid by the employer in addition to the worker’s wage.

Montana Unemployment Insurance: The employer in Montana pays Unemployment
Insurance payroll taxes if they meet one or more of the criteria listed in Table 5-2.
These taxes are paid in addition to the worker’s wage.

Unemployment Insurance rates are based on a rate class and on your company’s
experience factor. For a new business, the rate assigned is the average rate of employers
classified in the same industry. In addition to the class rate, an administrative tax of .1%
is assessed each quarter. If you pay Montana Unemployment Insurance, remember to

take a credit on your FUTA payment of up to 5.4% on the first $7,000 of each

employee’s wages.
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TABLE 5-2

Employers Covered by Unemployment Insurance

1. Total annual payroll for the current or preceding year

exceeds $1,000.

2. The employer acquired all or part of a business which is
already subject to unemployment law.

3. The employer is subject under the Federal Unemployment
Tax Act (FUTA).

4, Agricultural workers were employed and collectively paid

more than $20,000 in cash for agricultural labor in any
quarter of the current or preceding calendar year. “
3. More than 10 agricultural workers were employed in
agricultural labor on 20 days in 20 different weeks in the
current or preceding calendar year.
6. Domestic workers were employed and paid $1,000 or more
in cash for domestic services in any quarter during the "

current or preceding calendar year.

IRS Publication 334

Worker’s Compensation Insurance:

Worker’s compensation insurance is a legislative mandated insurance requirement
which provides wage loss and medical benefits to workers injured on the job. An
employer who properly carries the insurance is protected from legal action for damages
for work related injuries suffered by its workers. Neither general liability nor health and
accident insurance are substitutes for worker’s compensation insurance. The Workers’
Compensation Act of Montana, with limited exceptions, requires all employers to cover
their full-time, part-time, seasonal, or occasional workers with workers’ compensation
insurance. Table 5-3 lists the employees that do not require coverage. This insurance

payroll tax is paid by the employer in addition to the worker’s wage.
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It is of the utmost importance that the company recognize who is an employee and
provide worker’s compensation insurance for all employees. Hiring of independent
contractors relieves the company from paying this insurance. The independent contractor
must provide worker’s compensation insurance for him/herself and for his/her
employees. Should someone you do not consider to be an employee be injured and the
State of Montana later determines this person was an employee, you will be liable for
his/her medical expenses and lost wages (past and future.) The liability can be

enormous!

TABLE 5-3

Employees Not Requiring Worker’s Compensation Insurance

e
.

Sole proprietors or working members of a partnership

2. Dependent family member employees who are claimed as
dependents for Federal tax purposes

Corporate officers who reject coverage

Employees covered by federal compensation laws

Casual workers who do not work in the usual course of the
business operation

Licensed real estate brokers or salespersons

Volunteers (except for some police, fire, and search and
rescue volunteers)

Household or domestic employees

Persons working in return for aid or sustenance only

bW

o

\0 0

Source: State Fund Employer’s Pamphlet (SF-MIS PAMS)

Worker’s compensation insurance can be obtained in three ways. Compensation
Plan I allows financially capable companies to self insure. This method is not available

to start-up companies. Compensation Plan II allows companies to purchase the coverage
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from an approved independent insurance carrier. Compensation Plan III allows
companies to purchase insurance provided by the Montana State Fund. Even though the
rates for the Montana State Fund are higher than most surrounding states, they are
usually lower than those provided by independent carriers (see Chapter 7.) For this

reason, most employers use the State Fund for their coverage.

Montana State Fund rates for worker’s compensation insurance are based on
experience. All employers are subject to a one percent assessment on wages paid for a
"Uninsured Employers’ Fund", an assessment up to five percent for a "Subsequent Injury
Fund", and a 0.28% assessment for Fund administration. Employers’ are then assessed
a rate based on experience and the classification of the occupations of their employees.
New employers will be rated on industry averages for their employees job classifications.
As would be expected, jobs that have little potential for injury, such as secretarial jobs,
will be subject to a lower rate than high risk jobs, such as timber fallers. Conditions in
the work place also can affect the rates. Rates are based on experience for established
companies with the last three years as the base for the rates. An unsafe work place that
contributes to injuries will result in much higher insurance taxes than one that is safe and

experiences no injuries.
Business owners can be exempted from Worker’s Compensation Insurance taxes.

Corporate officers can apply to the State Fund for permission to reject coverage. State

Fund form LF220E is used to reject coverage. Independent contractors also can apply
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for exemption using State Fund form LF840A. This form also can be used for
partnerships and sole proprietorships. Independent contractors normally will have to
provide proof to their customers that they either have coverage or that they are exempt
from coverage. The customers will not be willing to accept the possibility that, in case
of injury, the State of Montana will rule that the contractor is an employee and that they
(the customer) are responsible for coverage. It is important that you, as a business
owner, recognize your potential liability if you hire an independent contractor that is not
covered or is exempt. Be sure that any independent contractors that you hire prove
coverage or provide documents from the Montana State Fund proving that they are

exempt and that the State Fund cannot make you liable for injury costs.

If your company functions as an independent contractor, then you must supply the
information described above to your customers. You can obtain the necessary forms
from the State Fund to supply to your customers. The forms available are:

State Fund form LF220E - "Corporate Officer Rejection”

State Fund form LF840A - "Application for Independent Contractor Exemption"

- for sole proprietorships or partnerships

Withholding - Employee Paid Taxes

Withholding taxes are those taxes that the employee is liable for, but that the
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employer must withhold from the employee’s paycheck. The withholding amounts must
be paid to the Federal and Montana governments in behalf of the employee. The taxes
that are included are the employee’s share of social security and Medicare taxes and
Federal and Montana individual income taxes.

These taxes must be paid to the government on a timely basis depending on the

amount of taxes withheld and owing. Table 5-4 contains the IRS deposit rules.

TABLE 5-4

Deposit Rules for FICA , Medicare, and Withheld Income Tax

Deposit Rule Deposit Due

1. If at the end of the quarter your total
tax liability for the quarter is less than
$500:

No deposit is required. You may pay
the taxes to IRS with FORM 941 or
941E, or you may deposit them by the
due date of the return.

2. If at the end of any month your total
tax liability is less than $500:

3. If at the end of any month your total
tax liability is $500 or more but less
than $3,000:

4. If at the end of any eighth-monthly
period (the 3rd, 7th, 11th, 15th, 19th,
22nd, 25th, and last day of each month)
your total tax liability is $3,000 or
more but less than $100,000:

5. If at the end of any day during an
eighth-monthly period your total tax
liability is $100,000 or more:

No deposit is required. You may carry
the tax liability over to the following
month within the quarter.

Within 15 days after the end of the
month (unless you made deposits under
rule 4).

Within 3 banking days after the end of
that eighth-monthly period.

By the end of the next banking day.

]

Publication 15

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.




92

Social Security and Medicare Taxes: The employee’s share of social security is 6.2%
of the first $53,400 of his/her wages and Medicare is 1.45% of the first $125,000 in
wages. This amount is deducted from the employee’s wages and is paid quarterly to the

Federal government (see the sections covering quarterly and annual reports following.)

Federal and Montana Income Taxes: An amount approximately equal to the employee’s
annual tax liability must be withheld from the employee’s wages and paid to the
government for the employee. It is the employee’s responsibility to tell the employer
how to determine the appropriate withholding amount using IRS Form W-4, which must
be filled out by the employee at the beginning of his’her employment. The W-4 form
can be re-submitted by an employee any time he/she wishes to change his/her claim.
The W-4 form contains the number of dependents the employee wishes to claim and must
be signed by the employee.

The employer subsequently uses this information and withholding tax tables
provided by the Montana Department of Revenue and the IRS to determine the
appropriate withholding amount. That amount is deducted from the employee’s
paycheck. The IRS provides withholding information in Publication 15 - Circular E -
Employer’s Tax Guide. Montana provides its information in the Montana Department
of Revenue "Payroll Tax/ Withholding Tax Guide", published annually. Both the IRS
and the Montana Department of Revenue have tax kits available that contain all the

appropriate information for the business owner.
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DEVELOP PERSONNEL POLICIES

Once the company has decided to hire employees, it is necessary to establish some
policies and procedures before actual hiring occurs. In the current legal climate of fair
treatment, non-discrimination, and legal retribution, care must be taken that the hiring
process protects both the employer and the employee. General policies and procedures
that apply to applicants and employees need to be developed and be in place to provide
the employer a basis for selection, evaluation, and termination. A human resources
policy manual containing hiring practices, job descriptions, application forms, employee
contracts, interviewing procedures, and evaluation and hiring procedures will provide a

basis for managers for fair and equal treatment of applicants and employees.

Employee Manual

The new company that is hiring employees needs to have the answers to many
questions before it undertakes the task of recruiting, interviewing, selecting and hiring
those employees. You must know what these employees will do for you, what you will
pay them, what benefits you will provide, how you will evaluate them, and how you will
terminate an unsatisfactory employee. Each prospective employee will want answers to
the same questions in addition to an understanding of what is expected of them, the
working conditions, the codes of behavior, the work hours, and how time off is handled.

Employers should document their expectations, procedures, and benefits prior to
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hiring employees. Consistency of treatment among employees and an atmosphere of
fairness can be maintained. An Employee Manual should address their policies, benefits,
and special services. Table 5-5 lists some of the subjects that should be addresses in an
employee manual. The company can print these policies in an employee manual that can
be provided to each employee hired. The manual also will be the basis for decisions

regarding the treatment of all employees.

Application Form

An application form should be used to gather required information about the
applicant. In addition to providing information about the qualifications of the applicant,
the form can be used to gather the information that must be maintained for every
employee (see the Employee Records section following.) In addition to the information
required to be kept in the employee records (see employee records section), the
application form should request information about the applicant’s education, work
history, and other qualifications. Samples of application forms can be obtained from
companies you know, employment agencies, and numerous text books. A sample

application form is included in the Sample Documents Section.

Employee Contracts

Most employers are unsure of hiring a relatively unknown employee. They can

use employment contracts to protect themselves from having to retain an unsuitable

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



95

TABLE 5-5 I
Employee Manual Contents

Policies:

1. Employment, including probationary periods, equal "
opportunity, non-discrimination, and hiring of family
members

2. Supervisory system, including management structure

3. Pay periods, payroll deductions, pay days, payroll reporting,
and overtime

4, Job classifications u

5. Conditions for employment such as criminal records,
substance abuse, and any other conditions pertinent to
maintaining employment

3. Job promotion including seniority, pay for performance, and
job evaluation policies

6. Job conduct including codes of dress, conduct, attendance,
absences, and hours of work

7. Rules and regulations including use of company equipment
and facilities, smoking, record keeping, and safety

8. Employee grievance, termination, layoff, and recall policies l

B. Benefits:

1. Holidays including a list of paid and unpaid holidays

2. Personal time off for religious reasons, military leave, jury
duty, and medical and legal appointments

3. Vacation including number of paid days and how they are
accumulated

4. Maternity leave including amount of time available and job
retention

5. Leave of absences ||

6 Group insurance for medical, dental, and disability including
eligibility, cost, and rules.

7. Travel Reimbursement

8. Unemployment and worker’s compensation insurance

9. Retirement plans

10.  Profit sharing incentive plans

C. Special Services:

1. Any special services including use of company facilities such
as recreation facilities, lunch room facilities, parking
facilities, use of company equipment, or any other service
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employee. An employee contract will include the job duties (from the job description
developed - as discussed in the next section), the term of employment if it is not
perpetual, the wage to be paid, how the employee can be terminated, and the description
of a probationary period. The probationary period will allow the employer to terminate
the employee without cause or justification within a period of time after employment
begins. The normal probationary period is six months. This probationary period
protects the employer from having to retain an employee that is not necessarily doing
things wrong, but simply is not performing to expectations.

If either employment contracts are not in place or the company does not have
specific policies presented to the employee, discharging an employee can be a difficult
procedure. If the terminated employee can prove that he/she was discharged unfairly,
was discriminated against in any way, or was not given the chance to improve their
performance before dismissal, the employer may be subject to legal damages in addition

to paying back wages and re-hiring the employee.

Job Description

A job description must be developed for each job position for which the company
will hire an employee. The job description will contain the job title, a brief description,
an outline of the duties and responsibilities of the job, and the requirements in terms of
education, skills, and experience for the job. The job description can be provided to the

interested applicant. It will be used to compare the qualifications of the applicant for the
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job, and it can become part of the employment contract. Later, it will be used to
evaluate the performance of the employee in the job. A sample job description for a

bookkeeper/accountant is contained in the Sample Documents Section.

Recruitment Process

Once the employee manual, the application form, and the job description are
completed, the search for suitable applicants can begin. Advertisements in newspapers
and publications can announce the job. You want many applications to choose from, so
the advertisement must make the job attractive to readers. It should contain brief but
pertinent information about the job, the requirements, when applications are due, and
how to apply.

Other sources of applicants are employment agencies and the Montana Job
Service. Professional employment agencies will charge for their services by asking a fee
of the employer or the successful employee. The Montana job service does not charge
a fee.

One of the more popular and reliable sources of recruits is networking through
other companies and personal acquaintances. Let people know that you are hiring. They
may personally know someone that may be suitable that they can recommend. These
applicants must still undergo the same evaluation processes that any other applicant goes
through.

Each applicant should submit an application, provide a resume, and provide

personal and professional references.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



98

Interview Process

Once the applications are submitted, the employer can begin the evaluation
process. Applications are reviewed using the job description as a base for evaluation.
The first task is to eliminate any applications that don’t meet the minimum qualifications
stated in the job description. The applications that remain can then be ranked according
to your impressions of the applicants. You then can select the top applicants (often
called "finalists") for a personal interview. Most companies will select at least three and
as many as five applicants for interviews.

The interview will provide the employer the opportunity to ask many questions
of the applicant and to evaluate his/her responses. The interview can be the most
important step in the hiring process. Conducting an interview requires planning and
preparation. A list of questions along with an evaluation "score sheet” should be
prepared. Not only will this assist in the interview by making sure that you ask all the
appropriate questions, it will provide a base for treating all applicants the same. If
different questions are asked of each applicant, unsuccessful applicants can claim that
they were discriminated against by preventing them from answering pertinent questions.
This does not mean that every question must be asked of each applicant, but that the
pertinent questions used in the evaluation of the applicants must be asked of each and
every applicant.

Prepare a question and evaluation sheet for each interview, fill them out and keep
them for at least one year. A sample of appropriate and inappropriate questions are

included in the Sample Documents Section. The interviewer should take care to avoid
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questions that are considered discriminatory. Although there are no questions that are
expressly prohibited, direct or indirect questions related to race, color, age, religion, sex,
or national origin should be avoided. As a general rule, if a question is job-related, is
asked of everyone, and does not discriminate against a certain class of applicants, it is

likely to be acceptable to government authorities.

Evaluation Process

The process of evaluation and selection of an employee also must be done
carefully. The employer needs to be able to determine the best applicant while insuring
that no discrimination takes place and that the process is fair to all applicants. In
addition to the application form, a resume, and a personal interview, the employer can
ask the applicant to complete an employment test. Although testing lost popularity in the
seventies and eighties, it is becoming popular again. It is, as a general rule, illegal to
administer a lie detector test to applicants in the State of Montana.

Employment testing is an acceptable tool when it directly measures the applicants
ability to perform the job. The most popular tests are those used to determine secretarial
and clerical skills. Other commonly used tests are general aptitude, psychology and
personality, mechanical aptitude, management skills, and industrial skills. If an employer
is interested in using employment tests, consuitants should be employed to provide
guidance in administering the tests and in selecting acceptable tests that have been shown
to have industry wide acceptance as a valid measure of skill or aptitude. Professional

testing organizations and the business, education, and psychology departments in any of
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the Montana University campuses can assist the employer.

There also are tests administered by professional organizations that certain
professionals must complete to obtain professional credentials. Certified public
accountants, professional engineers, licensed nurses, and other professionals have passed
these tests, and prospective employers can ask for proof that the credentials were actually
awarded.

An evaluation sheet should be developed with a list of all the important
considerations. The criteria should include what the applicant "can do" and what the
applicant "will do." Table 5-6 contains some typical criteria that can be used to evaluate
applicants. The employer can expand these into specific criteria applicable to the job,
assign a score for each criteria, and total the score for a relative ranking of each

applicant. Other more intangible criteria also can be considered such as general

suitability, job stability, growth potential, and cost of hiring.

TABLE 5-6

Applicant Evaluation Criteria

education

experience

employment test results

2. References: past employers
personal references
validation of experience & education |

3. Can-do factors: knowledge

skills

aptitudes

Motivation

Interests

Personality characteristics

Qualifications:

Will-do factors:

e ]
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The results of the evaluation should be kept for a period of one year in the case
a complaint of discrimination is filed against the employer. The evaluation results will
be the basis for justification of the hiring of the successful applicant.

If you cannot find any applicant that is acceptable, you do not have to hire the top
ranked applicant. You may wish to hold the job open or to re-advertize later or in

another geographic area.

Hiring Process

When the best applicant is chosen, an offer of a job can be given to him/her. A
phone call to verbally extend the offer is normal and is always followed by a written
offer. The written offer should state the wage, the starting date, and any conditions of
employment. If an employment contract is to be signed, the offer should reference the
contract. A copy of the contract, if no negotiations are to be held between the employee
and the employer, can be included.

It is generally best to receive acceptance of the offer before informing any of the
other finalists that they were not selected. Should your first choice reject your offer, you
can make an offer to the second choice without informing him/her that they were not the
first choice.

Once the applicant accepts the position, you should inform the other applicants
that you have made a selection, that you appreciate their time and their interest in your

company, and thank them for applying.
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HIRE EMPLOYEES

One-Time Forms

When your first employee is hired, there are three forms that must be filed with
the State of Montana. These forms are one-time only and do not have to be filed with
subsequent hires. The forms are used to register with the unemployment, workman’s
compensation, and payroll withholding administering agencies within the State of

Montana. Samples of each of these forms are contained in the Sample Forms Section.

UI-1 Montana Unemployment Insurance Employer Registration form: This form must
be filed with State of Montana Department of Labor and Industry Unemployment
Insurance Division in Helena. The form contains information on the business, the

owners, the company payroll record-keepers, and general employment information.
RAUI1 Montana Unemployment Insurance Establishment Activity and Location
Statement: This form must be filed along with form UI-1. This form requires
information on the activities of the business and its location or locations.

SF-MIS LF 100A Workers’ Compensation Insurance Application: This form must be
filed with State Compensation Mutual Insurance Fund (State Fund) in Helena. This form

contains information on the business and the types of workers employed.

ER-1 Montana Department of Revenue - Withholding Tax/Workers Compensation
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Payroll Tax Registration: This form must be filed with the Montana Department of

Revenue Business Tax Section in Helena. This form contains information on the

business and its owners.

These forms can be obtained from the appropriate department along with

instructions by contacting them by mail or by phone. Phone numbers and addresses are

listed in the Sources of Information Section.

Individual Employee Forms

Each employee that you hire will require two government forms to be completed

and a employee contract, if you choose to use one.

Employee Contract: An employee contract is used at the option of the company.
Contracts can differ from employee to employee depending on the circumstances and the
requirements of the job to be performed. A sample contract is contained in the Sample

Documents Section.

W-4 form: This form is required by the IRS for each employee that is subject to payroll
withholding taxes. This form does not have to sent to the IRS, but must be kept on file
in the employee’s records. This form is filled out by the employee and it directs the

employer to withhold income taxes based on the information supplied. The form
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contains the number of exemption allowances claimed by the employee and requesting
any additional money to be withheld from the employee’s paycheck. The number of
exemption allowances will be used to calculate the amount of withholding from the

employees paycheck.

I-9 form - Employment Eligibility Verification: This form is required by the U.S.
Department of Justice and is used to prove that you are hiring either a U.S. Citizen or
an alien (citizen of a foreign country) authorized by the Federal government to work in
the U.S. This process is to prevent the employment of illegal aliens. It is the duty of
the employer to obtain proof that the employee is a legal worker. The back of the I-9
form contains a list of acceptable documents that can furnish proof of eligibility. A U.S.
citizen can provide a driver’s license containing a photograph (a Montana driver’s license
is permissible) or a U.S. social security card issued by the Social Security
Administration. If the employee is not a U.S. citizen, there are several documents that
will provide the necessary proof of eligibility. Completion of the form and a photocopy
of the employee’s driver’s license should be kept in the employee’s permanent records.
This form does not have to be sent to the Department of Justice, but must be kept in the

company’s employee records.

EMPLOYEE RECORDS

Once you have hired employees, you must establish a set of records to keep for

each employee. Table 5-7 lists the information that must be kept for each employee and
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the records that must be kept for employees as a group. Unemployment insurance rules
require that employment records for each employee be kept for five years.

It is imperative to maintain proper records. Any question from an employee, a
Montana agency, or a Federal agency can be answered if the forms are filed
appropriately and copies of the forms and any response received or correspondence from

agencies kept in properly maintained files.

QUARTERLY REPORTS

The company is responsible for filing quarterly reports on all employee tax
payments and employee tax withholding. In addition to filing these reports, the amount
of money owed by the company and the amount withheld from the employees’ paychecks

must be deposited with the IRS and the State.

Federal Reporting:

IRS Form 941 Employer’s Quarterly Federal Tax Return contains information
about the number of employees, total wages paid, total employee income tax, FICA, and
Medicare payments withheld, and total employer FICA and Medicare tax owed. These
reports must be filed for each quarter of the calendar year and are due according to Table

5-8.
Taxes are paid using IRS Form 8109, Federal Tax Deposit Coupon. This Form

is also used to make estimated income tax deposits for a C corporation (see Chapter 6

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



TABLE 5-7

Required Employment Records

General Information for Each Employee:

Name

Social Security Number

Home address

Date of birth

Sex

Occupation

Hire date

Date and cause of termination

Method of payment - hourly/salary/piece/commission
W-4 form

I-9 form and photo copy of driver’s license
Proper documents if non-U.S. citizen

Payroll Information for Each Employee:

A e Al ol e

Time of day and day of week worker’s work week begins
Regular hourly rate of pay and length of pay period
Hours worked each day and total hours worked each week
Total daily or weekly straight-time earnings

Total weekly overtime compensation

Total additions to and deductions from earnings

Total wages paid each pay period

Date of payment and pay period covered by payment

W-2 forms

General Group Information:

1.
2.

N

UI-1 State Unemployment Employer Registration form
SF-MIS LF 100A Workers’ Compensation Insurance
Application

ER-1 Montana Department of Revenue - Withholding
Tax/Workers Compensation Payroll Tax Registration
Copies of all quarterly IRS 941 reports

Copies of all quarterly Montana MW-5 reports

Copies of all annual IRS 940 FUTA reports

Copies of all annual Montana MW-10 reports
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for corporation estimated income tax payments.) This form will be sent to you when
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you obtain your Federal Employer Identification Number (described in Chapter 1) or at

the beginning of each year for existing businesses. The coupon and the payment should
be sent either directly to the IRS or to a Federal Reserve Bank (FRB.) The bank you
have your checking account with may be a FRB. If so, you can submit your payment

to them. Your bank representative can help you with the process.

TABLE 5-8

Quarterly Tax Report Schedule

Quarter Ending Due Date
Jan-Feb-Mar March 31 April 30
Apr-May-Jun June 30 July 31
Jul-Aug-Sep September 30 October 31
Oct-Nov-Dec December 31 January 31

Source: Employer’s Tax Guide - IRS Publication 15
Montana State Reporting:

Quarterly reports must be submitted to the Montana Department of Revenue for
withholding taxes, the Montana State Fund for worker’s compensation insurance, and to
the Montana Department of Labor and Industry for unemployment insurance tax.

The Department of Revenue form MW-5 Quarterly Report, which will be mailed
to you when you register with Montana using form ER-1, must be filed on the same
schedule as shown in Table 5-8. Your payment must be included with your filed report.

The Montana State Fund prepares and sends a quarterly employee report to each

business registered with them. The report must be filled out by the employer and the
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payment calculated according to the instructions. The payment along with the completed

report must then be returned to the State Fund.

The Montana Department of Labor and Industry requires form UI-5, Employer’s
Quarterly Wage Report, to be filed according to the schedule shown in Table 5-8. The
report along with the payment must be returned to the Department of Labor and Industry.

Instructions for completing form UI-S are located on the back of the form.

ANNUAL REPORTS

Federal Reporting:

IRS form 940 or 940-EZ is used to report Federal unemployment tax. This form
must be filed by January 31 for the prior year. The form and the payment due is mailed
to the IRS. Federal unemployment tax is 6.2% of the first $7,000 of wages paid for
each employee. Remember, a 5.4% credit can be taken if you paid Montana (or any
other state) unemployment tax.

IRS form W-2 is used to report to all your employees the amount of their taxable
wages and the amounts withheld from their paychecks for State and Federal income tax,
FICA, Medicare, and other applicable amounts. These forms must be supplied to the
employees by January 31, for the prior year. W-2 forms are available at office supply
stores, accounting firms, computer form companies, and from the IRS. The W-2 forms

are multiple copy forms and have copies for the employee, the Federal government, the

State of Montana, and the employer.
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IRS form W-3 is used to report the total amounts for all the employees’ W-2

forms to the Social Security Administration. The W-3 form is a "transmittal” form and
must accompany “copy A" of all the W-2 forms that are to be sent to the Social Security
Administration. Form W-3 must be sent to the IRS by the last day of February for the
prior year.

If you have hired independent contractors and have paid them $600 or more
during the calendar year, you must file an IRS Form 1099-MISC for each contractor.
Also, if you sell products to a direct seller of consumer goods and have sold more than
$5,000 of product to them during the year, you must prepare a Form 1099-MISC, with
a copy for the contractor and a copy for the IRS. These forms are due by the last day
of February for the preceding year. The 1099-MISC sent to the IRS must be
accompanied by a Form 1096, which is a summary of all your 1099-MISC forms. You
do not have to withhold any taxes or pay any taxes or insurance taxes for the independent
contractors. They are responsible for these items themselves. The IRS is particularly
concerned with independent contractor’s taxes and thus have instituted this reporting

procedure.

Montana State Reporting:

The Department of Revenue requires an annual reporting of all wages and
withholding amounts. Form MW-10 Annual Reconciliation is similar to IRS form W-3
and reports total amounts. The report is due by February 28 for the preceding year.

Form MW-10 accompanies the Montana copy of the employees’ W-2 forms. Montana
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also requests that an adding machine tape, or similar report showing a recap of the
Montana State Tax from the W-2 forms along with your report. The MW-10, State
copies of the W-2’s, and the recap report is sent to the Montana Department of Revenue.

The Montana State Fund does not require any annual reports for workman’s
compensation insurance and the Montana Department of Labor and Industry does not

require any annual reports for unemployment insurance.

SAMPLE FORMS

1 Form W-4 - Employee’s Withholding Allowance Certification

2 Form I-9 Employment Eligibility Verification Form

-3 Form UI-1 - Montana Unemployment Insurance Employer Registration

4 RAUII - Montana Unemployment Insurance Establishment Activity and Location
Statement

5-5 Form SF-LF100A - Worker’s Compensation Application

5-6 Form SF-LF220E - Corporate Officer Rejection Endorsement

5-7 Form SF-LF840A - Application for Independent Contractor Endorsement

5-8 Form ER-1 - Montana Department of Revenue - Withholding Tax registration

5-9 Form 941 - Employer’s Quarterly Federal Tax Return

5-10 Form 940 - Employer’s Annual Federal Unemployment (FUTA) Tax Return

5-11 Form W-2 - Wage and Tax Statement

5-12 Form W-3 - Transmittal of Income and Tax Statements

5-13 Form MW-5 - Employers Payroll/Withholding Tax Report

5-14 Form MW-10 Annual Reconciliation (Withholding Tax)

5-15 Form UI-5 - Montana unemployment annual payroll report

5-16 Form 1099-MISC - IRS independent contractor payment reporting

5-17 Form 1096 - IRS Annual Summary & Transmittal of US Information Returns

SAMPLE DOCUMENTS

5-1 Job Description - Bookkeeper/Accounting clerk
5-2 Employment Application Form

5-3 Employee contract

5-4 Interview questions
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SOURCES OF INFORMATION

Montana Department of Revenue
1. "Quick Reference Guide Montana’s Wage/Hour Laws"
2. "Montana Withholding Tables"
3. "Montana Payroll Tax/ Withholding Tax Guide”
4. "Montana Taxpayers’ Digest"
Income and Miscellaneous Tax Division
Third Floor, Sam W. Mitchell Building
Helena, MT 59620
Phone (406) 444-2837
(800) 332-6103

State Compensation Mutual Insurance Fund
1. "General Information Pamphlet"
2. "Employer’s Pamphlet”
3. "Application Instruction Pamphlet”
5 South Last Chance Gulch
Helena, MT 59601
Phone (406) 444-7711
(800) 332-6102
FAX (406) 444-5963

Montana Department of Labor and Industry - "Unemployment Insurance Employer
Handbook"

Unemployment Insurance Division

Lockey & Roberts Streets

Helena, MT 59620

Phone (406) 444-3834

Internal Revenue Service
1. Publication 15 - Circular E - Employer’s Tax Guide
2. Publication 334 - Tax Guide for Small Business
3. Publication 910 - Taxpayer’s Guide to IRS Information, Assistance, and
Publications
Federal Building
Helena, MT 59601
Phone (800) 829-1040
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Department of Justice - "Handbook for Employers"
U.S. Immigration Service

Department of Justice

Federal Building

Helena, MT 59601

Phone (406) 449-5288

US Department of Labor
OSHA
Phone (800) 332-7087
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CHAPTER 6

TAXES

INTRODUCTION

This chapter provides information about business related tax requirements of the
Federal, Montana, and local governments. It is not the purpose to give advice or
instruction on how taxes are reported or calculated. Individual situations can vary so
significantly that it is recommended that a tax consultant or a CPA be used to advise the
business owner about their own situation. This chapter describes the types of taxes that
the company is or may be subject to and the reporting requirements. Taxes associated
with employees, however, were described in detail in Chapter 5. Those taxes will not
be revisited in this chapter.

Companies and/or their owners are subject not only to income taxes, but to other
possible taxes or fees. In some cases, such as partnerships and S corporations, taxes
may not be assessed but reporting of income must still be made to the government.
Income taxes are paid to the IRS and the State of Montana. Property taxes are assessed
by both the State and local governments, but are paid only to the local government (with
a few exceptions.)

Other taxes are paid in the form of excise taxes or license, permit, or other fees.
Some of these fees are paid by the company to the collecting authority and others (such

as some excise taxes and license fees) are collected from the customers by the business
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and paid to the collecting authority on behalf of the customer. The collection and
payment are the responsibility of the company (see Chapter 7 for information regarding
surety bonds required for companies collecting taxes of fees from customers.) At the

present time, Montana does not have a State Sales Tax so no bonding, collection, or

reporting for sales taxes is required.

CHECKLIST

I Income and Self-Employment Taxes
A. Sole Proprietorship
1. Federal - Individual 1040 and Schedules C and SE
2. Montana - Form 2 Montana Individual Income Tax Return
3. Quarterly estimated tax - IRS Form 1040-ES
B. Partnership
1. Federal
a. 1065 US Partnership Return of Income
b. Schedule K-1 (Form 1065)
c¢. Individual 1040 and Schedules E and SE
2. Montana - PR-1 Montana Partnership Return of Income
3. Quarterly estimated tax - IRS Form 1040-ES
C. Corporation
1. C corporation
a. Quarterly estimated payments - IRS Form 8109
b. Annual tax return - IRS Form 1120
c. Montana Form CLT-4
2. S corporation
a. Annual tax return - IRS form 11208
b. Individual 1040 with K-1
c. Montana Form CLT-4
d. Quarterly estimated tax - IRS Form 1040-ES
II. Property Taxes
III.  Excise and Business Taxes and Fees
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INCOME and SELF-EMPLOYMENT TAXES

Income taxes are paid on the profit generated by the business. The business form
that you have chosen will determine the method that will be used to report your income
and to pay your taxes, if any are due. Even if taxes are not due because you did not
make a profit, the proper tax reports must be submitted to the IRS and to the State of
Montana.

Profit is determined by subtracting all business related costs and/or expenses from
the total income received from the sale of your business’s products and/or services.
Income can take the form of money received from the sale of your product or service,
interest the company earns on deposits, fees for services, rents, dividends, and "barter”
items. Barter items are those things received from another source in exchange for
services or products that you or your business provides. The IRS considers the fair
market value or the product or service to be the income.

Generally speaking, any costs that you incur that are directly related to the
operation of your business qualify as expenses. Wages paid, the amount paid for
products you are reselling, rent, telephone, heat, supplies, accounting fees, use of an
automobile, travel, uncollectible debts, and equipment depreciation are all allowable
expenses. Any costs related to your personal needs are not considered to be expenses.

The "Tax Guide for Small Business" published by the IRS is an excellent guide
for the small business. It explains what constitutes income and expense, what records

and information is needed, what business assets are, how to figure profit, how to sell
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business assets, the requirements of each type of business structure, and even provides
examples of competed tax forms. This guide is a must for the new small business. A
checklist for Federal Taxes is provided in Table 6-1. The other important source of
assistance is a Certified Public Accountant (CPA).

It is vitally important that the small business keeps accurate records in order to
be able to calculate taxes. There are numerous microcomputer software packages
ranging in prices from $50 to $300 that do an amazingly good job for many small
companies. Additionally, there are personal financial software packages that can satisfy
basic requirements. If the business doesn’t have a personal computer, a manual book-
keeping system can be used to record all income and expenses. At the minimum, each
business should contact its local bank and open a business checking account that should
be used for all expenses and income. The checking account transactions will provide
most of the information an accountant will need to prepare the income taxes.

With properly maintained company financial records that are kept up to date, the

process of filing and paying taxes will be greatly simplified.
Sole Proprietorships:

The sole proprietor is responsible for income taxes on the profit generated by the

business and is also responsible for self employment taxes.
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TABLE 6-1

Federal Tax Checklist

You may be liable for:

Income Tax

Self-Employment Tax

Estimated Tax

Annual Income Return

Excise Taxes

Income Tax:

Business Form:

Sole Proprietor
Individual - partner
or S corporation
owner

C Corporation

$ Corporation

Sole Proprietor or
Partner

Sole Proprietor,
Partner, or $
Corporation owner

Corporation

Partnership

ALl forms

e
form:

Schedule C (1040)
1040

1120 or 1120-A
11208

Schedule SE (1040)

1040-ES

1120-w
1065

Various

Due Date:
April 15
April 15
March 15
March 15
April 15
15th of April,
June, Sept, &
January
same as 1040-ES
April 15

Varies

Source: Tax Guide for Small Business - IRS Publication 334

The owner of a sole proprietorship will report taxes on his/her personal income

tax return. All appropriate business income and expense activity is reported on Schedule
C of the owner’s IRS Form 1040 Annual Tax Return. There are no separate Federal or
Montana tax reporting requirements on the business. The Form 1040 return is due on
April 15 for the prior year. Montana requires this report to be included with its
individual income tax return also.

Although the tax payment isn’t due until April 15, the owner should be aware of
some additional and significant considerations. The IRS requires that individuals pay
90% of their tax liability or an amount equal to their prior year’s total taxes by January
15 of the following year. Failure to pay results in penalties and interest. Also, if the

business is quite profitable and a significant amount of tax is due, having the entire
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amount due at one time often places the owner in a very poor cash flow situation, and
may require him/her to seck a loan to pay the taxes. The owner should file estimated
tax returns on a quarterly basis and pay estimated taxes due. This spreads the taxes
owed over four payments and the cash flow problem is therefore reduced significantly.

Estimated tax returns can be filed using IRS Form 1040-ES.

Self-Employment Tax:

As the owner of a sole proprietorship, you will most likely be responsible for self-
employment taxes for social security and Medicare. The 1992 self employment rate for
social security is 12.4% of the first $53,400. For Medicare taxes, the rate is 2.9% of
the first $125,000. Self-employment taxes are reported on Schedule SE of the owner’s
IRS Form 1040 Annual Tax Return.

Partnerships:

The owners of a partnership are responsible for income taxes on the profit
generated by the business and also are responsible for self employment taxes.
Additionally, the partnership must file a Federal tax return, although the partnership pays

no income tax.

Income Tax:
Partnerships are very similar to sole proprietorships except that the partnership
must file an “information” annual return of income using IRS Form 1065 - U.S.

Partnership Return of Income, and Montana Form PR-1 - Montana Partnership Return
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of Income. Along with forms 1065 and PR-1, a Schedule K-1 will list each partner’s

share of the income. The shares are determined by the partnership agreement.

The partners are responsible for reporting their income on their individual IRS
Form 1040 and Montana Form 2, similar to the sole proprietor. The K-1 form must be
included with the IRS Form 1040. Estimated tax considerations are the same as those

for sole proprietors.

Self-Employment Tax:

As a partner in a business, you will most likely be responsible for self-
employment taxes for social security and Medicare. The 1992 rate for social security is
12.4% of the first $53,400 and for Medicare is 2.9% of the first $125,000. Self-
employment taxes are reported on Schedule SE of the partner’s IRS Form 1040 Annual
Tax Return.

Corporation:

The corporation will be responsible for paying taxes if it is a C corporation. An
S corporation is treated like a partnership with the income (or losses) allocated to the
shareholders who are responsible for paying taxes on their individual tax returns.
Corporation owners are not subject to self-employment taxes. Tax returns must be filed

even if the corporation did not make a profit for the year.

C Corporation:

The C corporation uses IRS Form 1120 to report its income and any tax due.
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Certain small corporations can use the simplified Form 1120-A. Filing is due on the

15th day of the 3rd month after the end of the corporation’s tax year (normally March
15.) If the corporation expects to make over $500 in profits for the year, it must make
an estimated tax payment each quarter. Estimated payments are made with IRS form
8109 (the same form used to report employee withholding as discussed in Chapter 5) and
must be made on the 15th day of the 4th, 6th, 9th, and 12th months of the corporation’s
tax year. Form 1120-W can be used to determine the amount of tax to be paid, but the
form should be kept by the corporation - not sent in with the payment. Tax rates for C
corporations are shown in Table 6-2.

Montana requires that the corporation file an annual income tax return using the
Montana Corporation License Tax Return Form CLT-4. The return should be
accompanied by the corporation’s Federal return 1120. Montana’s 1991 corporate tax

rate is a flat 6.75%.

S Corporation:

The S corporation is taxed just like a partnership. The corporation must file an
annual tax return using IRS Form 1120S. The return must be sent to the IRS, but no tax
payment is required. IRS Form K-1 (Form 1120S) Shareholder’s Share of Income,
Credits, Deductions, Etc. is used to report each shareholder’s share of the corporation’s
income (or loss.) The K-1 forms are then included with the individual’s annual 1040
Income Tax Return.

The considerations for the individual shareholder’s tax liability are the same as
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for partnerships. If there is income to be reported, the individual shareholders may need

to file quarterly estimated taxes using IRS Form 1040-ES.

TABLE 6-2
Corporate Tax Rates
[ Taxable Income Tax Rate

Not over $50,000 15%

Over $50,000 but not over $75,000 25%

Over $75,000 34%

Over $100,000 Additional 5%
At Least $335,000 Flat rate of 34%

Source: Tax Guide for Small Business - IR§_1>ublication 334

Although the S corporation is treated like a partnership for tax purposes, the
individual shareholders are not responsible for self-employment taxes. Your CPA should
be consulted regarding retirement plans that may substitute for or augment social
security.

Montana requires that the S corporation, the same as a C corporation, file an

annual income tax return using Montana Corporation License Tax Return Form CLT-4,

PROPERTY TAXES

Both real (real estate) and personal (equipment) property are subject to property
(ad valorem) taxation. Most real and personal property is assessed locally. Property that
is in more that one county, such as railways, telephone lines, power lines and pipelines,

are centrally assessed by the Montana Department of Revenue.
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Tax rates vary slightly depending on the type of property. The rate is calculated

using a "mill rate" that is an aggregate of State and local mill levies determined annually
for the purpose of funding city and county governments, schools, and the university
system. The mill rate is expressed in one thousandth of a percent (ie. a mill rate of 350
results in a tax percentage of 3.5%.) The tax liability for each item of property is

calculated as follows:

Market Value X Classification Rate = Taxable Value

Taxable Value X Mill Levy = Tax Liability

The classification rates vary depending on the type of property being taxed. The
1991 Montana Legislature grouped most commercial property into a single classification
with a rate of 9%. The only exception is lease or rental property valued at less than
$5,000. Table 6-3 lists property classifications and their corresponding rates. For
example, the tax for a new $5,000 computer system in a city/county with a mill levy rate
of 425 mills would be (5000 X 9% X .0425) $19.12.

The local assessor’s office will send Form PPB-2 "Business Property Reporting
Form" to businesses sometime in January or February. The form must be filled out with
all the commercial property owned by the business on January 1 of the current year, and
returned to the assessor’s office within 30 days of receipt of the form. The assessor’s
office will apply depreciation schedules appropriate for the equipment type, calculate the

tax liability, and send an assessment notice to the business. The assessed taxes must be
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paid within 30 days of the receipt to the assessment notice. Assessment notices are
usually sent out by May of each year. Your local treasurer’s office will have

classification and mill levy rates that apply in your location.

TABLE 6-3
Property Tax Classifications

Supplies Class 8 9%
Commercial Furniture and Fixtures Class 8 9%
Hand Held Shop Equipment & Tools Class 8 9%
Non-Hand Held Shop Equip & Tools Class 8 9%

Warehouse Equipment/ Heavy Equip. Class 8 9%
Manufacturing Machinery & Tools Class 8 9%
Mining Machinery & Tools Class 8 9%
Cable Television Systems Class 8 9%
Theater Projectors & Sound Equip. Class 8 9%
Radio-TV Broadcasting Equipment Class 8 9%
Lease & Rental Property < $5000 Class 6 4%
Lease & Rental Property > $5000 Class 8 9%

EXCISE AND BUSINESS TAXES AND FEES:

Both the Federal and Montana government collects excise and other business taxes
for certain products and activities. These taxes have been levied as a result of Federal
or State legislative actions. Table 6-4 shows items that are subject to Federal excise
taxes.

Table 6-5 shows items that are subject to Montana Taxes. Licenses, which are

also required by some Federal and Montana agencies, are not included in these lists and

are discussed in Chapter 3.
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TABLE 6-4

Federal Excise Taxes

Environmental Taxes:
Domestic crude oil
Imported crude oil
Manufacturers or importers of:
Ozone-depleting chemicals
Certain other chemicals
Air Transportation:
Persons
Property
Facilities
Communications:
Telephone services
Fuel:
Gasoline
Diesel fuel
Alcohol and alcohol mixtures
Aviation fuel
Manufacturer’s
Sport fishing equipment
Electric outboard motors & sonar
Bows and arrows
Highway tires
certain vaccines
Gas guzzler cars
Coal
Heavy trucks, trailers, and tractors
Foreign insurance policies
Ship passenger
Highway use on trucks, tractors, and buses
Luxury items
Wagering
Firearms, alcohol, and tobacco

Source: Tax Guide for Small Business - IRS Publication 334
In addition to taxes that the State of Montana requires, some tax incentives are

provided to stimulate the implementation of certain programs, development of some types
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of industries, and extractions of some natural resources. Table 6-6 lists the business tax

incentives currently available in Montana.

TABLE 6-5

Montana Business Taxes
Aviation Fuel Micaceous Mineral Mines
Beer Net and Gross Proceeds
Boiler and Steam Generators (mineral extraction)
Cement & Gypsum Producers Nursing Facilities Bed Tax
Cigarette Oil or Natural Gas Severance
Coal Severance Pari-mutuel Racing
Consumer Counsel (PSC) Passenger Tramway
Contractor’s Gross Receipts Public Service Commission
Corporation License (non-transportation)
Diesel Fuel Resource Indemnity and
Electrical Energy Producers Groundwater Assessment
Freight Line Companies Rural Electric & Telephone
Gambling Taxes Co-operatives
Gasoline Distributors Statewide Emergency Telephone
Insurance Premium System Fee
Liquified Petroleum Gas Telephone License Tax
Liquor Excise Tobacco Products
Liquor License Wine Tax
Metal Mines License Tax

Source: Montana Tax Payer’s Digest 1991-9
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TABLE 6-6

_

Montana Business Tax Incentives

Rural Physician Tax Credit
Reduced rate for "New Industry”
Abatements for Expanding "value-added" machinery and equipment
Abatements for remodeling/reconstruction
Reduced rate for machinery and equipment used in canola seed oil
processing facilities
Exemptions for certain personal property including:
oil and gas well "down-hole" equipment
certain property used in film production
all harness, saddlery and other tack equipment
title insurer or agent offices
some hand-held tools
Exemption for local government business incubators
Exemptions for local government or local development corporation
industrial parks
Abatements for new or expanding industries
Reduced assessments for non-producing agricultural and timber
processing plants
Reduced rate for research and development firms, pollution control
equipment, gasohol producing property, and electrolytic reduction
equipment
Freeport merchandise and business inventories
Qil and gas net proceeds exemption for certain wells
Reduced severance tax rate for oil and natural gas stripper well
production
Oil severance tax rate reduction for tertiary oil production
Fuel alcohol (gasohol) subsidy

The "Montana Taxpayers’ Digest”, published by the Montana Department of
Revenue, is a concise and comprehensive book that briefly describes Montana taxes and
license, permit, and related fees. There are numerous other fees that apply to certain
businesses and activities. The new business owner should obtain a copy of this guide for

information regarding all applicable State fees. This digest does not, however, describe
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any local taxes and fees. Business owners must contact their local planning department

(as described in Chapter 2) to determine any applicable local licenses and/or fees.

SOURCES OF INFORMATION

SBA/Department of Commerce "Start-a-Business Center" checklist -

1. IRS Request Form for tax packet for Sole Proprietor,
Partnerships, and Corporations

1424 Ninth Avenue

Helena, MT 59620

Small Business Development Center

Phone (406) 444-4109
(800) 221-8015

FAX (406) 444-2808

Internal Revenue Service

Publication 334 - Tax Guide for Small Business
Publication 509 - Tax Calendars

Publication 583 - Taxpayers Starting a Business
Publication 910 - Guide to Free Tax Services

. Publication 937 - Business Reporting

Federal Building

Helena, MT 59601

Phone (800) 829-1040

DB W -

Montana Department of Revenue

1. "Montana Taxpayer’s Digest"
Income and Miscellaneous Tax Division
Third Floor, Sam W. Mitchell Building
Helena, MT 59620
Phone (406) 444-2837

(800) 332-6103

Local County Assessor’s Office
Certified Public Accountant
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CHAPTER 7

BUSINESS INSURANCE

INTRODUCTION

Insurance is designed to help cover losses in the case of unexpected and
unplanned for circumstances. Businesses, just like individuals, are exposed to all kind
of risks. Awareness of the types of risks that your company is exposed to can help you
control and plan for them.

Insurance can cover property, liability, job performance, company management,
and company ownership. However, insurance is no substitute for risk management.
Every effort to economically eliminate or reduce risk should be taken by the company
management. Awareness of risk and awareness of how insurance can protect your
company from disastrous loss or how it can allow you to expand your business is an
important aspect of business management. It is as important in a new business as it is
in an established business.

With all insurance, it is very important to be aware of what is not covered by the
policy as well as those things that are covered. All policies have exclusions that list
things that are not covered.

Establishing a good working relationship with an insurance agent can be every bit
as useful as establishing a relationship with your banker. Both of these individuals can

help protect your company, expand your business, and protect your heirs.
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CHECKLIST
I Assess your exposure to risk
II. Purchase business insurance

A. Property insurance

B. Liability insurance

C. Workman’s compensation insurance

1. Coverage for independent contractors

ITI. Bonding

A. Fidelity bonds

B. Surety bonds
IV.  Business personnel protection

A. Key-Man insurance

B. Buy-Sell agreements

ASSESS YOUR EXPOSURE TO RISK

The first thing you must do is evaluate your exposure to risk - the chance that an
event will occur that will cause loss of money to your business. For example, do you
have a building that could be destroyed by fire, or can your product cause harm if used
improperly? You must also assess what that risk might mean in actual lost dollars and
lost income, and what your company can do to eliminate or minimize its potential loss.
A seven step process will help you with this evaluation.

1 Identify your risks - What events can happen that can cause your business, you,
or your employees a financial loss or a potential loss of income? You must
consider your chosen business structure and how you personally can be affected.
If your business is a sole proprietorship or a partnership, you are personally
exposed to losses suffered by your company. If your company is a corporation,

you are not personally liable for company losses - however, the corporate
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structure doesn’t always prevent both the company and its owners, board of
directors, or officers from being personally sued.

2 Measure the risks - What is the monetary loss that can be suffered by each event
and what is the likelihood of the event actually occurring? The loss can take the
form of additional expenditures for replacement of lost items or information,
payment of legal settlements and fees, and interruption of business operations.

3 Control the risks - What can you do to avoid, eliminate, or minimize the risks?
Such things as fire extinguisher, employee training, proper handling of hazardous
materials, and maintaining a safe work place can help control risk.

4 Retain some risk - Is the likelihood of suffering a loss worth the cost of
controlling the risk? It may be that, through experience, you decide that the
possibility of an event happening (your office window breaking) is so low that if
it does happen, you will pay for the loss out of cash (or take out a loan.)

5 Transfer the risk - Can you move the risk to someone ¢lse? Contracting with
someone else to perform a job may transfer the risk to the contractor.

6 Self insure - Can you accurately predict the losses and set aside money to cover
the expected losses? This takes experience and careful thought to determine and
measure the risk and to translate that into dollars that you can budget and set
aside to use when the losses occur. This process requires the discipline to set a
budget and to stick with it.

7 Purchase insurance - As a last step after all the above steps have been addressed,

you can purchase insurance from a licensed business insurance agency to cover
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your company’s potential monetary losses. It is a good idea to compare insurers’

coverages and rates.

PURCHASE BUSINESS INSURANCE

The insurance described below can be purchased separately or can be packaged
into a "Business Owners’ Policy." These packages are offered by most business
insurance companies. They can be easily tailored to individual businesses by the
insurance agent. These policies will not normally include worker’s compensation
insurance or surety bonding. The best source of assistance is a competent business
insurance agent. Be sure to shop around for an agent that gives good service and has
competitive prices. Asking for references and for price quotes for comparison purposes

is a normal business practice.

Property Insurance

Property insurance covers real property (buildings) and personal property
(equipment, furniture, tenants improvements, and inventory) on the business premise.
It usually has limited coverage for any employees’ personal property that may be at the
business. If any of the covered items, such as equipment, leave the premises (as when
a building contractor takes his saws to a job,) a policy addition called a "floater" is

usually needed. Coverage protects the business in case of a disaster such as fire or theft.
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Items normally covered under property insurance and appropriate policy riders

include:
equipment

furniture
any improvements to the premises (such as new carpeting)

inventory

computers and media

Items normally not covered under standard policies but which can be included in
extended coverage or separate policies are:

information stored on a computer

money and securities

automobiles, boats, planes

valuable papers

In the case of valuable papers and computer information, the insurance will cover
the cost of re-creating the lost information and papers.

Another important type of insurance is called "business interruption insurance."
If you have a fire, for example, and it will take some time to rebuild, you have three
choices: you can quit and close the business, you can relocate to a temporary location
until you rebuild or permanently relocate, or you can suspend doing business until you
have rebuilt or permanently relocated. You will be faced with additional expenses for
temporary quarters and loss of income if you suspend doing business. You can purchase
insurance coverage to compensate you for the additional expense and the loss of income.

Accounts receivable insurance will pay a portion of your outstanding accounts
receivable should your records be destroyed and you can’t provide proof of purchase to

your customer to demand payment. Records are necessary to determine a realistic level

of receivables for your company.
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Liability Insurance

Liability insurance covers the business and its employees against claims of bodily
injury, property damage, and personal injury (slander, libel, false arrest, etc) caused by
the business owners’ negligence. It is usually based on the premise of the business, but
can be extended outside the premise. It excludes coverage of automobiles, boats, and
planes. It does not cover intentional damage or injury.

Since liability coverage is based on establishing owners’ negligence, many
businesses purchase "no fault” medical coverage that will pay for an injury without
demanding proof of negligence. This may be important if the company wants to avoid
expense and bad will on the part of the injured person while trying to prove negligence
so the normal liability insurance will pay for the loss.

Liability insurance also covers against damages from faulty products (the handle
on a bag breaks and injures a customer’s foot) and from completed operations (a car
repair is completed and later the car fails and causes injury to the driver.)

Separate "professional liability" coverage can be purchased by professional
persons. These persons offer services based on their professional advice - such as
doctors, lawyers, investment counselors, accountants, and consultants. Mal-practice and
“errors and omissions" are covered by professional liability.

Automobile liability insurance is needed if you or your employees are driving a
company car. If an employee is driving his own car, "non-owned" auto liability may be

needed to cover the company if an accident occurs during business use - the victim may
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sue the driver and the company.

Workman’s Compensation Insurance

Other liability coverage that is required includes workman’s compensation
insurance, discussed in Chapter 5. The minimum limits of coverage are mandated by the
State of Montana. Insurance purchased from the State Fund meets these mandates.
However, the company does have the option of purchasing workman’s compensation
from private insurers. In most cases, private insurance is much more expensive than the
State Fund. There are some cases where coverage for certain types of jobs may be less
expensive. One other reason for purchasing from a private insurer is when the company
wishes to obtain more extensive coverage than is available from the State Fund. This
coverage, called "stop gap,” covers the gap between mandated coverage and the desired

level of employer’s liability.

Independent contractors

A very important consideration is workman’s compensation coverage for
independent contractors. Montana requires workman’s compensation for every worker
unless they are exempted by the state. Exemptions for sole proprietors, partners, and
corporate officers were discussed in Chapter 5. However, if an independent contractor

working for you is injured and he has no exemption or insurance, Montana may hold
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your company liable. To insure your company against claims involving independent
contractors, you should demand proof of insurance or proof of exemption (State Fund
forms LF805 or LF840A described in Chapter 5) from the contractor. If the proof can’t
be supplied, you can either hire another contractor or cover them under your company’s
policy. If you cover them under your policy, contact your insurer and have them added

to your coverage.

BONDS

Bonds are money set aside to guarantee the performance of a job. In order to
receive a contract to do a job, a company may be required to post a bond. The company
can either put cash equal to the required bond amount in a fund or they can purchase a
bond from an insurance company. The price that an insurance company will charge will

vary with the type of bond needed.

Insurance companies will only sell the company a bond if the company has the
financial resources to pay the insurance company back the entire amount of the bond if
the job is not performed. This means that a company must have significant financial
resources in order to purchase a bond. Insurance companies normally require that the
company purchasing the bond have financial statements that have been reviewed by a
CPA.

A new company usually doesn’t have the resources to purchase a bond. The

Small Business Administration has a program to insure bonds for small companies. This
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program is similar to the SBA guaranteed loan program. By having the SBA guarantee
the bond, new companies can obtain bonds and can bid for jobs that require large bonds.
The SBA or your insurance agent can provide information of the SBA Surety Bond

Guarantee program.

There are two types of bonds that may be needed by a business, fidelity bonds

and surety bonds.

Fidelity bonds

Fidelity bonds cover losses from employee theft from your company or employee
theft from your customers. Proof of theft must be supplied before the insurance will pay
the loss. Many purchasers of services, such as janitorial services may require the service
provider to provide fidelity bonds for their employees. Cost for fewer than 6 employees
is about $75 per year for a $10,000 bond. Companies with more employees will pay

about $5 for each additional employee.
Surety bonds

Surety bonds are required by customers to assure the satisfactory completion of
a job. Should the job contractor fail to complete the job, the bond will pay another

contractor to complete the work. The Bond provides a fixed amount of money that will

be available in such a circumstance.
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License bonds are a form of surety bonds and are required whenever a company
collects and holds government tax revenues. Examples are gasoline dealers who collect
state and federal excise tax from the person who fills up their automobiles gas tank, and
sporting goods stores that sell Montana hunting and fishing licenses. Montana requires
a license bond for these businesses. The cost of license bonds normalily won’t exceed
$100. They are usually written for a fixed period of time, such as three years. The
State agency that administers the business licenses (described in Chapter 3) will have

information on any required license bonds.

Performance bonds are required for the duration of a specific job and will be
described in the specifications for the job. Building contractors are usually faced with
providing performance bonds for building projects. Performance bonds will cost between
$20 and $25 per thousand dollars of bond requirement (for example, a $100,000 bond

will cost between $2,000 and $2,500.)

A company’s ability to purchase bonds will be limited by their amount of current
assets less their current liabilities. Bonding capacity is usually ten times that amount.

For example, the following company’s current financial situation is:

Current Assets: Current Liabilities

Cash 5,000 Accounts payable 12,000
Accounts Receivable 35,000 Short term loan 4,000
Inventory 7,500

Total 47,500 Total 16,000
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Their bonding capacity would be $315,000 (47,500-16,000 = 31,500 X 10). New

businesses will need to use the SBA Surety Bond Guarantee program until their financial

condition allows for sufficient bonding capacity.

BUSINESS PERSONNEL INSURANCE

Key-man insurance

Most small businesses are dependent on key individuals in their management and
ownership structure. If one of those key people should become disabled or die, the
business would be in serious trouble. Key-man insurance is a life and/or disability
insurance policy on those important to the continuation of the business. A policy owned
by the company and naming the company as the designated beneficiary, will provide
funds to replace that individual or to find alternative management options. One of those
options is to sell the business, and the insurance payoff will increase the value of the

business. Most small businesses have some kind of key-man coverage.

Buy-sell agreements

Most buy-sell agreements between business owners (as described in Chapter 1)
will make use of life insurance to finance the purchase of the deceased owners share of
the business. Policies are written on each owner with the non-insured owner(s)

designated as the beneficiary and policy owner. Each owner will have a policy on each
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of the other owners. In this way, if any of the owners die, the life policy will pay for
the buy-out of his ownership share by the surviving owners. In the case of a

corporation, the corporation may own the policy and be the beneficiary, thus allowing

the corporation to buy the deceased owner’s shares of stock.

SOURCES OF INFORMATION

Montana State Auditor’s Office
Montana Insurance Commissioner
Room 270, Sam W. Mitchell Building
Helena, MT 59620
Phone (406) 444-2040

(800) 332-6148

Montana Department of Commerce - "Business Licensing Handbook”
1424 Ninth Avenue
Helena, MT 59620
Business Licensing Center
Phone (406) 444-4109
(800) 221-8015
FAX (406) 444-2808

Small Business Administration - Surety Bond Guarantee program
Federal Building

Helena, MT 59601

Phone (406) 449-5381

Insurance agents

Attorneys experienced in your type of business
Accountants experienced in your type of business
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1-1 ABN23 Application for Assumed Business Name

ABN e Zaw 11/28

Prepare. execute and submit oae ariginal and one copy with 2 fee of $15.00

TO: MIKE COONEY
Secretary of State
State Capitol
Heieaa, MT 59620

{For yse oy the Jecretary of State only)

Fillng Fee: 515.00

STATE OF MONTANA

APPLICATION FOR REGISTRATION
OF ASSUMED BUSINESS NAME

for the surpose or registering an Assumed 3dusiness Name in the
Scate or Monwana for 1 penrod of {ive vears, Aczaraing 0 30-13-203,
MC.A, the ynaersigned suomics the fotlowmg statements of facs o
the Secratary of State:

I.  The Assumed Susines: Name 0 ge sopiseeres
Movrana Sm—- Ae s | T

The gescriprion of the 2usiness (o be ransacied ynder the As~

r C_‘L-kaf‘ ‘1"C

sumed Business Name: v 1 QYIRS ”

ra) ‘:M\ 2
» ¥

-
-

3. The date of first use. in commerss, of the Assumed Susiness
Name (Note: The name must be used in Moncana before it ean

Be regiscered.}1___Liapad. \ 1992

4. The name of the Montana councy or souncies in whicit busi-

ness is presencly being :nnsac'.ed:_g_"u‘d.a“-‘____

The name of the sopiiczne:
e

| ipn L.{gi(ﬂ'r‘

The address or the appiicant (inciuding strees and numoer),
ted AL 0! e

! {
CI T [ Ct T

i

/V{f)ﬁf;lu@.

The appticant (s (chesk one and compiete where approgriate):

Z An [naividuai

{— A Partnerznio, and the names and addresses of the Jart-
aers are:

[

-

3
4

(Attact an aaditonst sheee, ;I needea)
ﬂ-'\ Carperation organiced and cvisting under the laws of
the Suae or_Momtoma

C Al ASSCCIALION (Aacn lisk of names and iddresses of MeMoers)

Date af Aoplicstion: _ S e o 3G 2,

(Caomoiete 2pprooniate acfidavit on reverse side and submat one onginal and ane copy.)
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COMPLETE THE ONE AFFIDAVIT THAT (S APPROPRIATE.

¢ Alfidavitif applicant is a corpormtion. partnershig. oc association.

' Le
[ [ irn =2 2R being first duly swarn
Meame of Qficer masing uilcavay
depose and sav that [ am [2s ;T.{Lu “l af

(Prengem., Vice Pressaent or Seaetary o 3 Pannarn

-~ e

/t/{dm -Lafua S‘llx éc.lxzi—:/ Lwe . the appifcant
C: (e Namy oV

hewtin. and make this arfidavic in its behalf; thac [ have cead the forezoing appilcarion; that the fac:s set

tizuces an atfirmation. under the penaity of

Qut therein are true: and the oxecudon of chis do
ral;e swearing.

PLEASE NOTE: The name (0 be registered can't include the words “:orporetion”™. “amoany ™.
“Incorgorated ™, or “lintuea® or an aooreviarion of ane of these whtest the QP 15 g corporaon.

o Affidavicif applicant is an individual.

be:ng lirst duly sworn

(Mame o( Acoucami

'H

depose and say that [ am che gppiicant her=in (doing dusiness as
chat [ have read the foregoing appiication: (hat the facss set out therem are ruc; ana the secugon of this

- document constitutes an affirmacion. under the penalty of false swearns,

X

(Figamurn

PLEASE NQTZ: The name 10 be rey e can’t i the words “corgoration”, “company”,
“incorporeted™, or “limired ™ ar an abbreviation of ane of these excear whest the spplicant i3 @ corgaranon.
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C-5—Rav. 12/

MIKE COONEY
Secretary of State
State Capitoi
Helena, MT 39620

T0O:

(For use by the Secretary of State only)

143

Filing Fee: 510.00

STATE OF MONTANA

APPLICATION FOR RESERVATION
OF CORPORATE NAME

For the purpose of reserving a corporate name in the State of Mon-
tana for 1 penod of 120 days. according to the provisions of 35-1-
309 or 35-2-306. MCA, the undersigned subrmuts the fotlowing
starements of fact ta the Secretary of State:

{. Thecorporate name (o be reserved is

M stlina. Q—-‘J—fﬁ\uu e

For a prorit corporauon, the name must contain the word
“corporation’’, “company’”, “incorporaied’, '‘limited”, or
an aobreviation of such.

2. Thename of the applicant s
UM,

[ipn [tadev

and the address of the appiicant’s business office is

1 w ﬁ {AAL

(street nUEDErE (streett
Concdral (£, sr S84
(ty of wwn) t (stated (op code)

3. A brief description of the business or arfairs in which the cor-

( o

poration intends (0 engage is M RALSR oy

/} M—:.f/d_ﬁ, Gf/u,J /LRALZLV

)

»’019*"
¥

4, The appiicant is {indicate which)
ﬂ A person intending (@ organize a1 domestic corporation.
C A domestic corporation intending to change its name,

C a foreign corporanon ntending to make appiication for
a cerulicate of authorLy to ransact business or conduct

arfairs in Moantana.

— A fOreign Ccorporanon Juthonzed 1O (FANsact business in
Montana and intending to change us name.

C a person intending to orgamze a foreign corporauon and
intendinz °o have such corporauon make appiication for
aceruficals .. tUINoMIVIO (ransact Tusiness in Montana.

Dated A:—;;-&i - 2k o 193_1.—
|y Leodlo
4 {signature ot appiicant)

(sigmature of otflcer of chaurman ot boam)

{utley

1priled name of ngividual siging)

Send an additional S5 if a formal ceruficate is desired.
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1-3 FC4 Application for Certificate of Authority of Foreign Corporation

FC&Rev, 12/N (For use by the Secretary of State only)

Prepare. execute and submit in one original and one copy.

TO: MIKE COONEY
Secretary of State
State Capitol
Heiena, MT 59620

STATE OF MONTANA

APPLICATION FOR CERTIFICATE
OF AUTHORITY OF FOREIGN CORPORATION

. FEES:
Filing .-\p_plication t‘qr Cerrificate of Authority 6. Thenames and respective business addresses of its current direc-
Profit Corporation .......cvvennnnennnnan eereeas -1 & tors and officers are (acttach list if not compiete):
Nonprofit Corporation .......c.veeeernnnrnnan. veste 320
For the surpose of procunng a certificate of authority 10 Tansact Directar
business or conduct arfars 10 the State of Montana, according to 35-
1-1028. MCA, (profit) or 35-2-822, MCA., (nonprofit), the under-
signed suomts the foilowing statements of fact 10 the Secretary of
State. and attaches a Ceruficate of Existence DULY CERTIFIED
AND ISSUED UNDER A CURRENT DATE BY THE SECRE- Dirsctor
TARY OF STATE of the State of its jurisdiction with the Great Seal
atfixed.
Part L. (To be compieted by a2l corporations.)
i,  The name of the corporaaon is Director
and if 15 name 15 not avatjacte it adopts to be knawn in
Montana as .
Director
i{The corporate name must contain the word ‘‘corporation’”,
“company’’, “incorporated”, “limied”, or an abbreviation of
such. Add the word the corporauon ¢lects to use in Montana.
This appiies anly (o profit corporations.) President
2. ltisincorporated under the {aws of
3.  Thedarte of its incorporation is
and the period of its duration is Vice-President
4.  The street address of its principal office in the state, territory,
country or other jurisdiction under the laws of witich it is incoe-
porated is
Secretary
[sirees numoer; istreet)
CITY OF 10w} fsiater 15tp codet
3. As required by Montana law. the address ot its proposed regis- Treasurer

tered office in Monrana is (does not need (0 De the same as its
place of business)

inumoer; il Y2 [ LWL T L g

Montana

IV 1 WAy P20 cevael

and the name of its proposed cegistered agent in vloneana at

suuh address i
(overs
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7. The purpose or purposes which ic proposes to pursue in rans-
acting business or conducting atfairs in Montana are: WARNING

- “PENALTIES IMPOSED UPQN QFFICERS AND DIREC-
TORS. The axecution of any document required to be {iled
with the Secretary of State consticutes an affirmacion, under
penaities of {aise swearing, by each person execuuing the docu-
ment that the facts stated thersin are true:® (Section 35-1-428,
. MCaA)

Part [1. (To be campieted only by noaprofit corportions.)

8. This nonprofit corporation

[€XaCE name af Corpomaion;
T bas members

T has no members
By
9. This nonprofit corporation is a (nigrature of officer of crarman of boars)

(T Public Benefit Corporation

C Mutual Benerit Corporation

(reiay

{0 Religious Corporation

Part I11. {To be completed by ail corp i ) 1pe name of
10. {t commenced or plans to commence transacting business in

Meontana on 19 Dated: 19
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1-4 SS4 Application for Employer Identification Number

m SS-4 | Application for Empioyer ldentification Number ' -
tRev Jugqust (289 (Far use by #mpioyers ana atners. Plaaze read the attached (rstructions -
Qegartmant qr tne fraasuey betore comoleting this form.) P'easa type or 9nint cleariy. l ::;‘::0‘54:10003

1nter~a) Pevenye Sernce
1 Nama - aomucam (True vegav mame (See nstructions.)

1] ———
M, 'M"‘:LM O 5-.—\ = i Ao,

< Trage -~ame JF JUSINASS. [ Jifterent IrQm name it unes , 3 Zaecuror wustee, “lare af ngme
| i T L
. frar ). el
13 “Jauing 30aress (stree? .mrD'ess» (#20M. J0L.. 37 Suite NO.) 5a Aagress of Susiness. (See nstrucons.)
.} 1 i - I ! /
4 Weee Fina 100 _MAid StrecT

i Lo ::at7. ang JiP :’noe
—
2ol CFe T < Gdid
§ Caunty ang state «nare onacioas Business .§ [ogatan
g{"‘\fu' - B g WA

7 MNama ot pnincioa orficar. 3rantor, of seneras panner. (See NSUUCLONS.) B ——arm—— pa—. .
) lirm o _eadeyr

) :.raame anaru z-“f | mT 394{.14‘-

8a Tvpe of anary (Chieck anty ane 90x.) (See instructions. ) Z Zstate C trust
= ual SSN I Pan aamimstrator SSN : s  Partnersnip
Z REMIC T Personal service corp. a Otner corporanan (scearty) Mamu=—z ot 727 (Z Farmers cooperaave
= Statesiocai government Z ~Nanonai guara (T Feceral govarnment/mtitary = Churzn or enyren controlied arganuzaaon
T Otner nonorarit organization {specify) It nonprorit organization encer GEM (if
= Otner (soeciiy) »
8d (fa corooranion. Jive name ar taregn country (if « Fareign country i State 7
aogucasie) ar state in the U.S. wnere incoraoratea » : I /V(amm&
9 Reason ror acoiving (Chegx omy one cox) cC Shangea type of arganizanian (saec:fy) »
. Starteg new qusinass T Purcnasea going gusiness
T Hirag emoiovees = Createn atrustispeciry) »
T Createq a cension pran (scecity type) =
'—  Janwing surcose rspecifv) » T Ather’soecitv) w

10 Date ousiness startea or accuired (Mo.. Jay, year) (See mstruclions.) ’ 11 Ember closiNg month of accaunting year. (See instructions.)
o i
Tume \ VCQQ Doz y™

<irst Jate ‘Mages ar annuities were 20d or wal be caig (Mo., day, year). Maote: f dogncant.s @ withnoiding a‘ssm', 2ncar dace creome wiil first Je oaid 1o

12
nopresigent anen. (Mo.  Jav. rear:, » Jwle L {Qd 2

L3 Znter mignest sumoer a7 emotavees exoected in the next L2 montns. Note: if (e 300ucant coes Ao (Nonagricuituralt Agncuitural « =tousenacrd
2Y0SCT 10 NAVE INY SMOIOVELS QUIING Ine oerrag, 2nter ~3.~ - 3’ | !

14 Does ine apoicant operate maore tNan ane 0lace af business? . LT ves r& No
it “Vag ' anter name of Business. w -~

15 3encioa acuviey or service | See sASTIUCTIONS. ) % A ok ga yomd oL YT Y 2

A ] —

16 s the anncioal business achivity manuractunng? . R TN I . 'Ej‘ Yas L. Mo
'f *Ves.~ anncigat 0r0GUET ang raw Materat useq ™ M,u lon« --o.L:v'n < Al 3 K.-f_ﬂ:L‘ﬁ-d v

17 Townarn are most ot the 0roducts of services soid? Pleasa cleck the approonate gox, T Rusiness (wnotesaie)
. Pusne rretain T Otnertsoecify) » = N/a

e . Yes /ZL Ne

18a ras the appicant ever 3opiied for an identification numoar for NS OF any other business?.
Note: /f ""Ves. =~ Jesss comuiecs tines [3b ana [8¢.
it you criecked the “Yes” Sox.:n ine | 3a, five aopncant’s rue name ang trade namae. .f different than name shawn on gnor acglcatiaen.

igb

True name » Trage name »

18¢ Sacer approximace gate, city, and state where the JopHCIton was filed ang the orevicus ampicyer :dentification nurnoer it Xxnown.
Agporozimate aate wnen filed (Mo.. Jay. year) I City anda state whers filed ’ Prevous EIN

Unase senaies o1 ourury, | GACLATE TNAT | Aave S13MiNed 1NIS J00HCINNN. AT {3 (NG SIT I3 (17Y ANCWIETSY 2nG Comet. i 13 [TUd, COTECT, INgG comaiete. j Teleonons numser (INCIuae area o8}

m— { | - -
Nama and tis ( Please tvpe or Gr Ciearl.] ™ | A L Liﬁé.’lf N ?rtSE’ 'LM-E ' (404\"“‘ - 1234

Sivmarure \; [/'V\,. z { U‘ L’\/- Care » 1”!;4/"*1- \ ‘ { a‘;‘, -

Tor HHC:at use aniv

Notae: 29 1ot weite Seow (NS ine.
e~ : |
, 1 na. Class Sice Reason tor JpowIng
Please ‘eave | j e ! . 1
b'aﬂk » ' '
W2, ovsrnmmar Criating Hflcer AL :52.:31/A018) Form SS5-d  Rev 3-89)

Far Paperwark Reduciion Act Notice. see attacned instructions.
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1-5 2553 Election by a Small Business Corporation

~E= H 3 - : RN
fm 25323 Eiectlion by a Smalil Business Corparation
(Rev. Sacemaer 399 ) (Unaer sectian 1362 of the Internal Revenue Cade) QM@ No. (3450148
Oecartment ot the Treasury » For Paperwerx Reguctian Act Netice. ses page 1 of instrucsans. Exures 11.30-93
intarnai Aevenue Servics » See separate instructions,

Nates: [, Thus ereczian. (3 ce tragted 35 am °S CIrTIraton. © can og qcgszraa aniy of il the tasts in Generas instrucson 3 are met: 3 sgnatures o Parts |
ang il are originais (MO 2NVIGCACIES); ING I8 2xICT TAME 1T 30AreSS CF S8 CIITOLANGN ANT CIfer requIred {OFM TArMATan are JraviaRd.

2. Do nor tfe Farm [120S unti you are 1anfisq 'nat your stecticn s 3Cz2sted. See General instructon £

Ltimuss Election informatiaon
Name gr C2rgaration (See nsrucCzoNs A E oy 1aentifl
b Y (seq 1nstrucuons)

N\«:JM,-&O\M& S—LC s Taee 88 ~430 1111

Numper, street. ang reom ar fuste ad. (If 2 2.0, 30X see nstrycnans,)

Name ang itreancae dumecer (iNCuding irea cmde) of carcomte
arfissr 3 legd redresentitive wna M3y o0 cuted for nicrmagon

3
00 Maim Sjvr-u,‘[’: (4’063 <4 - 1234
[

ity Qrtawn, state, ang JP wee sczan 13 1 o ARCTVE 100 TIX yeAr SAQAMNG (MO, I3y, JeAr)

el CTIT Me sg40d | © e »

—Please Typaoe Palnt _

D s ihe corcoration the QUIEFOWER OF cantinuation of any form of pregecessor? . . L Yes LQ.Na| £ Oatecrincorsorauon
It “Yes.” state namae of preqecasxgr, type of ArFANEADOA. aNd Jeriod ot its existenca » :)-_umal { N lqc"z‘
F Cheex here » . if the carcoraton nas cnangeq its namae or aadress sincs apotying far the l G State of incarooranon

smotover 'qanoficanion aumeer snown in item A anove. M durgana

H il this atecuign tanes arfect for the rirst Sax year e SSrIaAton ensts, anter TQNtR. Jay, ang vear 3T iNe sarnest ar N faiowing: (1) qite ne
Cereorafian rirst tag snarencidars. (I} date the corugranen rirst nag assets. or (3) Qate thq CArugraKcn Degan daing Dusiness. T { 1ag .
Lt !

| Seected tax year: Annual rerurn wiil be filea for Tax vear enaing (month ang aay) » D—_’,;;‘gf@&y_‘__;3_'\"_.““_‘_.""_."____‘ ______ P
It the rax year angs on anv Jate quter than QJacarmper 11, exceor ‘or an jutomanc 32-S3.weex tax vear anaing wih rersrence ta the momn of
Qecermoer. ;ou must camolete Part i on the gack. .f the cate you enter IS the 2naiNg Gate of an autormane 2.53.weex t3x year, wrte “S2-53.weex

sear * t0 the ngAt or e gate. See Temoorary Heguiations sectan L.441-2T(e)3).

J Hame of eacn snarenaider. Zeron Naving 3 K Sharemmoers Cansent Statement.
CAMMUMITY QrOGerty IRBCET 10 (e We. e yngerngnea snarenoigers, SANTeNt 19 st M Share-
CBrooration 3 SEOCx. 3nd 8¢ tAARE T he s s wos 38 30 oK awnea horder 3
camman. ;aint tenant. ang tenant ov e “€ corsoranon’ unaer sectan L 1621a), | M Socad tecunty mumoer | oLl
sntirery, (A NUSOAND aNG Wie (and the (Sharenagers Jign and date oeraw. ) f ar enas
estates) are COUNtEd 35 IAR SNIPENCICES 1A AUMOR (S8£1AINUCHONS) | (manch
dereremmng the Mumaoer af trarencrders Numger ot Qates ane gay)
WHACUT FETAIT 10 (e MINAEST IN WACH TS Signature l Qate shares | acoureq :
HOCK 13 Gwnied. ) — N
~ } \ |
— . s | e 1 T
i Leader \\rJ_;OL.OvL\ bisiaz |amo | b/v]ar: 555 -a~ s | 12f3
- j— | 7 ) ; ;
e ' T als o Toligianizeo | legs -2 |
Lok Worttanan AT pooe 161181212000 1/ ey less -5 - 11203y

|
Boayy /o fa2 [*"4‘-‘--46-7.2_22! lZ,/?{

1\_\} .\f,_w-&—zv‘ 1’-\—30 \.FMQXA 1&{L¢€ﬂl

|
| | |
| | |
| | |
| | |
| | |
| | |

|
|
| |
| |
| |
| | I | |

*Far this elecon 0 be valid. the consent of eac snarenoider. Zarson having 1 communmty praderty interest (n the carogration’s stock. and
£3¢n tenant i COMMan. ;oint tanant. ang ‘enant Dy the entrery Must either Jopear 300ve Jr e aachea 1o this iorm. (See nstructions for
Caumn « if continuation.«Teet of 3 separdte cansent statement is needect

Unaer cenaitiey ot ceruryyl geciyre that | na;;.:ummec R AeCLion. 1ACIUGIE ICCIMPANMyINg SCIECUIES NG SLILEMTeNtS. ing (O (Ne cest ol My anoweedde and Seunel. £ i3 Lue,

carrect. and comemere. (\ /
\ ";; VLZJJ—, Titla » flw\w;{’_ Date » (l /(5/0 .

Signature of niticer »

- it .-
See P3rts ik ana |1) an pacx. Form 533 Pev 1210)

——r
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1-6 Stock Certificate
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2-1 Business License Application - Missoula

EDWARD A, CHILZDERS, CITY TREASURER
CITY OF MISSOULA

i 433 RYMAN ST
MISSOLUTAL MONTANA 598021297
YOUR CT¢ 3USINESS LICENSE IS NOW DUE
AND PAYABLE FOR NEXCT LICENSE YEAR 3EE
REVERSE FOR FEE.

LICENSES £20PRE LAST DAY OF FE3RUARY. TO-
AFTER APRUL 1. ADD 25% PENALTY. '
AFTER MAY 1, ADD 0% PENALTY. :
AFTER JUNE L. ADD 100% PENALTY, ;

PLEASE COMPLETE AND RETURN WITH
YOQURREMITTANCE. YOUR LICENSZ !
WILL 3E MAILZD TO YOQU.

THANK YOU.
ED CHILDERS
CITY TREASURER
TS A MISCEMEANCR TO 0O BUSINESS WITH-
QUT A CIT™7 LICENSE AND ANY PERSCN SQ
DOING S LIABLS TO ARREST AND FINE 2OR
EACHOF=NSE
NOTE:
PLEASE RETURN THIS
CARD WITH YOUR
REMITTANCE. =z $2.00 PER EMPLOYES MINIMUM S0 A XTMUL Sa0.00
- SMPLOYEES: Person NUMEER 1IF
emploved by business. IMPLOYEZS S & 5N =3 =5.20

inciuQing owners, Mman-
agerss. 1clive pariners.
and igents. All persons

[EIE AT

m;a;tv BSOS PEI NS ENESS L PE IS LS
APARTMENT UNITS - 15.00 PER UNIT . MENIMUM SZ2.00 - TAXIMUM S200.00

hired 2¥. or werking 1 TyY—
tor. the Business. [ S PARTLENT UNITS &S00
. . “RAUER COURT 4OOKLPS - .5.00 PER HOOKL? :
[a gise of part-time MOBILE HOME PARK HEOKUPS « VIINIMILL $20.00 + AAXISHUM $400.00 f
empiovees. te numoer of 3 i
futltime equivalent NUMBER OF !
5 @ i5. 1 .
employess will be deter~ [ HOQKL?S LR Rl .
mined %y dividing the TENTAL OF OFFICZ OR AETAIL SPACE - !
total aumoer of hours 3 12 SR 15 PER SOUAAE FOOT - MINTMUM S0 00 « AXIMUM $00.08 [
. i
warked by 1ll part-cime SQUARE .
mg,oymyb‘_, 2030. | FO0OTAGE 200 @zOF e 0. e5  F.00 ,
AENTAL OF WAREHOUSE OR "WHOLESALE SPACT '
K= CHECKS PAY. Lz To: N t/a OF *~ PER SOUARE FOOT - VLNINUN S30.00 - LA XIMUM S%0 00 '
CITY OF MISSOULA SQUARE :
i ECOTAGE D UaQF ¥IERIQLFT. 2 8
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CITY OF MISSOULA — BUSINESS LICENSE APPLICATION
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L8Tais, 2Ousss PR ]
muom  f0O  MBn A S el T - OLILALS SAna PO SR R——
— # 4 Al BOS EY ¢ AU LI S A SEL A FICH PREY L
re——y L'-bagm a——y (DO WA At ad
w...._LLLf;'ﬂ-Ds‘- <, . Jass 2 pmstre
OWNER P TUTLOING ‘gﬁ MWM’J'M (E52 CW_M. ot N -G49;
e Q0k) Ai. e (406) St 1234 Setrs
L " f=—r—r—y P
PuacmasE SAre OB L/‘ ] e mesan o mL e <
MOmE MV, - E—————

) (//ﬁ'.'._

naruas oF o] aa s
“A—%—b—, < :
e | g )

this

haveit

Coy T

1 Office. Thank 7ou.

the Mi

COMPLETION BY CTTY

QFFICIAL SIGNATURE:

otl by the offiqals indicited on Uie reverse NIde. i0d FeTUM I WAL DaYIRent O

Edwarg A, Childers, Ciky Treasurer

QFFICIALS:
DATE REMARXS:

Fire Inspeczor

Poiice [nspector

Hewuth insoector

Ezeavagon (amecior

|
|
|
i

Buiiding [nypector

Electnienl lnspector

Zomng Offlcer

Owher (Dengnate

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



151

2-2 Business License Application - Butte-Silver Bow

BUTTE SILVER BOW

Receipts Division
Butte Sllver Bow County Court House
- 155 West Granite Street - telephone 406-723-8262

[ Please illl out tids Applcaton. The Butte SUver Bow Coae requires every business to have a
Gencral Business License. Regardless of the need for other licenses, this Application must be
complcted In {ts entirety before any consideration for a llcense will he given.

APPLICANT e

Name ! tra ZE@S/{
Street Address 4 West PFA,L
Comden | AL, mT S89,4
Phone (496 ) 4~ 12>d §
BUSINESS

Name M&A«-—L}M Slr-’Lc..L.zrq L.L\.MC.
Street Address 188 Ma iy Shrest ‘

Comtrat Cobo  mx Soacs
Phone (4o ) an - e

Detail Nature of Business Conducted at This Site:
N\«Mu—w-{.—uf:.r A rclm hans anad (xa:Q-&a,a— Loaa o

Number of Employees (owners, managers, part-time personnel) s

If Applicable: Nf;@ of Trailer Sites _MIA
Signature of Applicant _/ lf?/‘x ! X
Date of Application b /t‘S (42

For Qfflce Use Oniy
1 Occupancy Permit Numnber

License Number ssued

Zoning Approval
Building Code Approval
Remarks

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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4-1 Business Loan Application - Bank

:'.;7'.:.?;'”5 BORWEST BANK ANACONDA~-BUITE, K. A.
s on BUSINESS LOAN APPLLCATION
APPLICANT (Businass Trade Name) Dace
ADDRESS Fhone Nuober
TYPE OF BUSINESS Dace sacablished
Form of Organization / _/Propriecocship [/ __/Partnecsnip / /Corporation
OUNERS/PARTNERS/QFFLCERS
Name X Ownership Annual Cospensacion Life Insurance
$ 3
; 3 3
i N
J $ 3

AHOUNT OF LOAN/LINE REQUESTED. 3

PURPOSE OF THE LOAN/LINE: (Explain in detail)

PRIMARY SOURCE QF REPAYMENT:

SECONDARY SOURCE OF REPAYMENT:

REQUESTED TERMS )F REPAYMENT:
COLLATERAL OFFERED: ESTIMATED VALUE
$ ,
$
{ $

rd

IF YOU ARE CURRENTLY A NORWEST BANK CUSTOMER PLEASE INDICATE:

/ /Business X (-—73u-1n--- {7 Business
CHECK1NG SAYINGS LOANS —_
{__‘Personal / __/Pecrsonal /__/ Personal
ARE YOU OR YOUR “ANY CURRENTLY IMVOLVED LN ANY LAWSUITS?

HAVE YOU OR ZOUR COMPANY EVER DECLARED BANKRUPTCY?

DOES YOUR COMPANY BORROW FAOM OTHER BANKS? Where?

PROFESSIOMAL ADVISORS:

ACCOUNTANT {Name, address and phone)

LAWYER (Neme, addreses and phone)

INSURANCE AGENT (NaAme, address and phons)

The undersigned carcifles that the tnformaclon concained on thila form

is true and correct.
Applicant

By lata

NEW APPL'CANTS SEE REVERSE SIDE

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



4-2 Personal Financial Statemeﬁt - Bank
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3338 Personal

Iamag o cRaTon Financial Statement
r - F

To:

if | have any questions regardicg the completion of this
form, | shouid contac: my represemativa at the bank.

! may apply for a credit extension, loan or other financial accommaadation alone or together with someone aise,
ivzz-appticant’’). If | apply with a co-dpplicant and our compined assets and depts can meaningtully and farly be
zrazented together, the co-appiicant and | may compiate this required statement and any Supporting scheduies
sointy. Otherwise, separate forrns and scheduies are required.

APBLICANT
Narne Social Secunity number
Address
Tefepnone number Date of birth
ant ampioyer Position
Aggress
Business phone Lean purpose
CO-APPLICANT
Name Social Secunty number
Address
Teiephone number Date of birth
Prasent employer Position
Address
Business phone Loan purposa
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@ Aouna aH amaunts fo the nearsst $100

Oate 3 camauon

8 Anach _separatg sheef ! you_need more sOace 0 comoiele detail scheaule

Assats (25S0IS you own)

i

Amount ! Liasdities (Cabls you owe) Amount

Casn «r (s danw: Checxing

5Lcaﬂs Javagie 'n Danks iscredule 7)

|
Savings | Loans_savabie  omers ischeduie 7 |
COo3 | instaimant conmrac's ocavatie (schecuia M ]
IRA L AMounts Jue !0 aeor. stores and omers !

Casn i1 other Danks

| Creait_cargs 'MasterCard. Yisa & others)

|

Qua from ‘nengs. renaives and others (scenedule 1)

| tneome ‘axes Javanie

Morgage and coniracrs /of Jeedq owned /schequie )

Trmar 1x@s pavagle

Secunnas owned (scheduie 1)

Casn surrenger value ol life insyrance (scnaguie 4}

‘11 lifa_insuranca (scneauie 3}

Homasteaq /scneduie 3)

Qther ~sa1 as1are owned (screduie 3)

| Mortgage an Mo /seneduie 5)

AUtomonias (year, maxe. mouaei)

| Morrzace ar ens an other real sstate

| Qwnegd scheguia 5)

Rersonai aropertyv

| Qontracrs ‘or Jeed ‘scneguig 3)

;
|
i i
| Qinar aoditias (dertat) |

1 i

Othsr _3ssars . cegil)

TOTAL LIABILITIES -

iRt oM o3 3SSers ‘8Ss Otai ‘'iaguities)

TQTAL : ' l

TOTAL

Annuai income Appucant

l

|
Co-apphcant | Canungent iaoiites Amount

| As 2anorser

Saiarv

Commissions T 45 . irantor

Omgenas | Law suils ]
iargrest ! | For 'axes '
Rantals i ' Cther detan

Almany, chiid suoport of
mamnengance you need nor
SNow (Mg UMess you wisn
us g consiger «),

Other {

i
I
|
|
I _cneck ners 4 “none:’ !
!

TOTAL
INCOME

TOTAL CONTINGENT! . :
LIABILITIES | : :

SCHEDULE 1 DUE_FROM FRIENDS. RELATIVES AND OTHERS

Name of geoter | Qwad 0 | Corlaterat ) How Javacie | Maturty date | Unoaigd paiancs
| | | 5 er | ] :
| | (IF-1 ner | }
| ) 5 oer ) !

SCHEDULE 2 MORTGAGE_AND CONTRACTS FOR DESD OWNED

TQTAL

Name 3 Jeotor | Tvoe Of Jroceny | 1St ar 2na en Qwea 0 ! How paveoie ¢ Unoaia darance
1 | ] I s per !
I ' : | s oer I
: i oer i
; : I oer i
rorat !
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SCHEDULE 3 SECURITIES QWNED

No. snares ory | Srasent Listed
8ong amaunt Dascriouon I In wnose namers) regisierea ! Cost | Marxet vawe U-ersred
l f I i !
{ { | \ !
i i i | i
! | | i |
| | i ) ]
! ' | ! !
I | | | |
| | I |
TOTAL )
SCHEDULE 4 LIFE INSURANCE
Face vaiue
insureq insurance company Benarc. . l of poncy I Casn valve l Loans
| | | : [ |
T ] | : t |
! | ] : | |
| ; ] !
{ !
| |
TOTAL !
SCHEDULE 5 REAL ESTATE
Moniy | Cost Prosent | Amount of
Agaress ana type of progeny Titta i namms) of Incame | Yew acguired Manat vaive | Insurance
Homesteaq . .. . . ... .. ' | s ] |
i ' Yoar :
............................. | | s | :
| Yaar '
{ | [ ;’ |
Year | !
.................... | | S i !
| f Year i !
o | R ; |
| ' Yoar i
SCHEDULE § MORTGAGES OR LIENS QN REAL ESTATE
Intarest Matumty Unoaia
To whom payable How payaola Rare Date Baance
Homastead 13 oer | |
3 par | |
| S oer i ] |
F par | ] |
E] oar | } |
SCHEDULE 7 LOANS PAYABLE TO BANKS & QTHERS AND INSTALLMENT CONTRACTS PAYABLE
Corlaterat or| Merunty Unoant
To wnom pavatie Agaress Unsecure@ How pavaote Date Satance
| '3 aer i i
| | 1 oor ! |
} | s ser ! !
I | '3 oer ! 3
f | i * per i
| M oer i
i 5 zer
| 3 oer
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) APSLICANT CO-APPLICANT
Have | ever gone through bankruptcy or had a judgment - .
against me? v D Yes L wo D Yes D No
Are any assels pledged or dedts secured excspt as shown? D Yes D NG D Yes D No

Have |/ n;ade a will? . D Yas D No D Yes D No

Number of dependents
(it none, check “None™) D None D Nena
Marital status (answer only if this financiai staternent is D Married D Married
provided in connecuon with a request for secured credit or )
applicant is seeking a joint account with spouse.) D Separated D Separated
D Unmarried D Unmarned

(Unmarried includes single, divorced, widowed)

The foregoing statement. submitted for the purpose of obtaining creait, is true and correct in every getail and fairly
snows myrour financ:al conaition ar the time inaicateq. //we will qive you prompt writan nouce of any subsequent
suostanunal change in sucn financial congition accurnng befora discnarge of my/sour opligauons (o you. l/we
ungerstand that you wil ratain this personal financ:al statement wnether or not you approve the creoit in connecton
with wmicn it is suarmitted. You are authonzed to check my/our credit and employrent history or any other
informauon contamed heregin,

THE UNDEASIGNED CERTIFY THAT THE INFORMATION CONTAINED ON THIS
FORM HAS B8EEN CAREFULLY REVIEWED AND THAT IT 1S TRUE AND CORRECT IN ALL RESPECTS.

Dare My signacure

Qare Co-aopncant ugnanys (if you are g ne Junty)

NC 14023 LND (8-8%-1870)
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5-1 IRS Form W-4 Employee’s Withholding Allowance Certificate

1992 Form w-4

OCeoartment of the Treasury
Internai Revenue Service

Purogse, Comoiste Form W-4 1 that your
SOV 230 WANNQKS (DB COMSCT Wnoum of
Feoerss \NCOMa AR oM your 2av.

Esemodon Fram Withhowding. Aeaa line 7 of the
Cartficaie DeiOw (0 dee il YOU CIN LM exemot
status, [/ MmOt Comomte sne 7 Sut 90 nor com-
pmte unet § aNQ & NG Feoeral InCome tax wil be
NN ITOM YOUr DaY. YOUr BReMSTION 2 Qoo for
one yase Ondy. it eIOVeS Fedruary 15, 1992,
Bauc insguctions. SMOOYVewI who are nat exemat
NG SHMOWE T Personss Aldwancss

A e on
mZiummroawmuwmnmq
FOwances DISEO On dermIeT JeTuCTIONT.

13 _w-‘

b id) o0

T SUMDEr of WHMIOIIING AICWINCES YOu are
MUTIND 10 CLAWTY. HOWSVEr, 10U MaY CI3wm (gwer
AUOWINCES than i3,

Meea of Hausenoid. Sereraity, you may ¢l fasd
Qf NOuSenoIg MG 33IUT ON YOuUr 1ax rangm ondy
YOU 3re unmamed and 0ay MOre than 0% of 1ne
SOt Of ket NG LD A NOM S {OF YOUrseW InG your
decendent(st of AN SLUARYNG PGrOUNS.
Nomwege incame. I You fave a Qrge amount of
NOMWAGE NCOMA. SUCH 1S NNrest OF Avitenas. YOu
IhOyIG CONIDEr MAKNG FINMAC [AX DIvMents
usng Farm 1040-€5. Ctherwrse, you may ting 1hat
Yo Oww 2CHHOAM TAX I e w3 Of the yesr.
Two-Earrver/Twomios. .f YOu Nive 2 wonuvg
IDOUIE ¢r MOre NAN ONE K0, IGUre he 191

Wed, This (ot shousd De divded among i 00,
Your wrhhouding wil usudly 5 MOSE ACCIHE woen
Ul WoOwaNCES e CLMea On (e Wes fllaa 1O The
MGNesT OIVWG (00 AN 2D AMOWANCES are CLarmed
lor T othery.

Agvance Eamed income Creail it you are esqiDie
[OF TS Credit, YOu SN recave 1 JadeT 19 YOUr

Chack Your WIThRowng, Alter your Wi tanes
offect. YOu Cant use Aub. J19, I3 My Withhoxng
Comrect for 19927, 'ummmaﬂlﬂ‘mtm
e N3G a your
total v tax, Gl 140:-825-.!76 10 order they
puoRCANON. CHaCK 7Our 10C2 THGNONe TINeCIONY for

~
3 Mat acoty 0 ot vou are 1 cam on the {AS assance MumGer d you Aeed furner frey,

YOUr SIBON. ‘I"hqwm
e hee you Agure 2% 1003 UG wOAEEtS rBM ANty ane Fonn

Personat Allowances Worksheet For 1992, the vaiua of YOur Dersonal axermpuons) 1s requcea if your 1NCOMa 13 Qver
$105.250 ($157.900 f marmnea fling jointly, 3131.550 il heaa of housencid, ar $78.950 if

marneqg fling separately). Get Pup. 319 for getals.

A Enter "1 or yourselt i no one eise can ctam you as adeoendent . . . . . . . . . . . . . . a
® You are singte ang have only one jO8; ar

B Enter ik ¢ You are mammed. have anly one {00, aNd yOur SDOUSE JOeS AGE WOrk: or 8
* Youwr wages from a second jod or yOur SOOUSE’s ‘wages (or the total af Bot are 51,000 or less.
C Enter "1 for your spouse. 3ut, you may cnoose t0 enter -J- il YOu are mameq ana Nave arther 3 working SDouse of

more than one |00 Ithis May Meio you avaid Naving 100 litlie rax withnetaq) R

Enter numoer of dependents (GIhar than your SOCUSE OF YOUrsell wnsm you wul Glam on your 1ax return . .
Enter ~1° if you wail lile 35 nead of housenoid an your tax return (See conaitions ynder “Heag of Housenaid.” sbove) .
Znter ~7" il you nave at jeast $1.500 of cnild or dependent care expenses (or ‘¥NICH yOUu DIan 10 CIAIM a creoit

AQa ings A IRmwegn F ang 2ver 1012) here. Note: THS amonnt mav 0& OUITORGL IFGM NS AUMGer gf SXEMONNNS yOU CISIM 00 vour rerim > G
® Il you Dfan g itermize or ciaim adjustments 1o inCOMa ang want 1o ragycs your withnaiding, see the Ceguctions
ang Aaiusiments ‘Norksneet on oage 2,

¢ if you are singie ang Rave more than one (00 aNg vour comMoNed eamings from all jobs axcaea S22.000 CR «f

Il |° 4"

W Mmoo

For aczuracy,

Qo al
wOrksneets YOu are marmed and Nave 3 working spouse or more than one |ob, aNa the COMBINed eaMmNgs rom ail joDs exceed
! $SE50.000. zee the Two-ZamerTwo-,00 Warksneet on 0age 2 if you want 1o avoid naving 00 little rax withhed.
that acaty.
s { neither of the apove sILUALONS a00KES. SIOD here Ing anter the numper from ine G on fine 5 of Form Wl Selow.
Lemresasconsnensnsnennaen cd‘ herm ana glv' ‘n. Cﬂmﬂm(. 0 you' anlay.f- K.-n the [{-1-] oomnn for YOI.I’ IBCOrSS, recceecrasess envsvverrrey

QME No. 1S45-0010
f@\
ue./ -~

2 Your soQal secunty numer

Employee’s Withholding Allowance Ceartificate

& For Privacy Act and Paperwork Reducton Act Noucs, see rsverte,
Last name

Fom W‘4

Owosnmers oi the fremmsy
T Saverne Sevee

3 Type or pnnt your first name ana miadle mnal

3 singie  Marned [T Marmea, Sut winhoid &t nigner Singte rate.
ey fmﬂ St 160NV SE0IITED. N DOUSE rS I MOMMETICEN Jaen auclmtfmm

Home acdress (Mumoer ang sireet ar rJral route)

Cily ar town, state, ang 2IP caqe ' 4 U your ast name miliers rom Mag on your SO0 sscunty <rd.
cheex here 1nd cad 1-800-772-1213 for mare informaton » 7
$§ Total numper of allowances yau are ctawmung (from line G 3Dove or from (he Worksneets on pack if they aooty} S : s
3

Adaitionial amount, if anv, you want deducied from eacn paycheck . . . e e

7 1 clamn exempton from withholging ang | cermfy that | meet ALL of the fcuewmq conditions for EXEMOion:
® Last year { haa 3 ngnt 1o a refund of ALL Federa) income tax withhetq because | hag NO tax liaoiity: AND
o This year | exgec: a refund of ALL Tegeral income tax withheid because | exoect 10 fava NO tax liagiity; AND
o This year H my ncome exceeas 5500 ana nciuGes NONwage NCAMeE. ancther CErson CInnat ciaum me 33 3 gegenaent.

719

It you meet 3l of the 300ve conAihons. 2nter the year affecuve ang "SXEMPT here . . . »
8 Are vou a fuil-time stygent? (Nate: Sul-firne stuaents are ot 3Uomancaily exemot.) '3 _ Yes_ No
Unger cenaines af 0erury, | Cemiy INSL | amm enfiied 10 (Re MuMBer Of wINRAIING Uidwances ClavTed OO (Mid Camicaie of entiiea [0 ClaM azamMEt Status.

Cais ™ .19
Smolgver iGentiticaton AUMDYY

Emoiovee’s signature »

9  Emciover s name ana aadress ([Emoiaver Compiete 3 ana 11 only 1f senaing to ine 1RSH 10 Qltice coge 11
|Gonona:

srees gar; - T16.225
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5-2 Form I-9 Employee Eligibility Verification

U.S. Department of Justice OM8 o, 1115-0136
immigration and Nawrauzaton Serice Empioyment Sligibility Venfication

Please read instructions carefyily betora comoiating this form. The instructions must be avalaoia during compietion of
this tarm. ANTI-OISCARIMINATICN NQTICE, it is dlegat 10 discriminate 4ganst work ahgibis ngiviquais. Emgioyers
CANNQT sgecity wnich documant(s) they will accent Irom an ampioyee. The refusal 1o hire an INGividual Decausa of 3
futura expiration date mav aiso constitute illegal giscnmination.

Section 1, Empiloyee Information and Veriflcation. To be comoiesd and Signad Dy eMpioyes al Ui LMe emoioymen tegns

Prnt Name: _ Last Fiest Maogus insal Macen Name
Jokmo Ge_or‘qc. . /A
AGArass (Sirgdt Name ana Numpar) AgL ¢ Qaa at 2in (manmidaveyaart
145  Ele 0! G/ = /63
Gy Sae Zio Coos Social Secunty #
C—(A'L"IJ- CL-LHA . W 9‘?¢‘i J ' /2% -49-9976
1 am aware that federal law provides for | anast, uncer penaity of enury, iNal 1 am (CNecK 0ne of Ta aiovang):
Imprisonmant and/or fines for !aise statements or X :G“w‘ g navonal 0‘_; the U""!:!' Sﬂ;ﬂ:
use of faisa doguments in connection with the g N Lawny Permanent Resoent (Alen , i
compietion of tus form. T An auen aunonred 1o won unol ;
(Aban # or A . i
Emooyes's Sgnanuse Data imontnidavivear)
&me_ Q -SM {, /= la

Preparerana/or Transiator Cartification. (To be comorawed ang signea  Secgon 118 Jrecared Ov 3 oerson
Qer Man Me IMOIOVee.! | anesL .naer Jensity of Qenury, Mt | have n ne ot tms farm anG that

0 _Ma 083t 0f MV NOWIATQS /e AIOrmanon s e and sSorrect

Precarer w Transiawe' s Signatwre Pom Nams

ACQOress | Siremt Name ano Numoer. iy, 3iaie, Jf CIaer Jae 1monniaayyaar)

Sacuon 2. Empicyer Review and Venticauon. To 0e comoiaied and skned Dy eMOGver. SxamMing One ASCUMeNt 1rom Liat A CR
examing ons document rrom LSt 8 and one from Wst € as kstet Ot e raversa Gf Tug IS ang recors e UUe, NUMEer and 2xOFauon dala. f any, oi

na gocumantill

List A oR List 8 AND List C

Oocument wie: M- A=isers L‘u..ﬂ.zu-f-'

IssuuK] audenty: [ l OM.J(-!! o

Document »2 123 =24 .81 e
Exceavon Qaw vy Lo W - G5

Cocunent a:

Excnranan Dawe 1f anvy: li ;

CEARTIFICATION - | aftest. ungar penaity of parjury, that | have axamined the document{s) presantad by the anove-namad

ampiovyes, that the 0ove-ilsted document(s) appear {0 DE ganuine and O reiate to the ampioyee namead, that the
emolQyea negan ampigymant on (moninidayyear) Q /S /& 2 and that to the bast of my knowiedge the empioyee
is diigiiia to work in the United States. (State empioyment agencias may omit the date the ampioyea began

gMmolovmantl
Signause o1 EMORVY Cf Munonzea Representauve 2zn( Nama I‘l’nuoo e

VT Al SedAald A | e Lx_p.i-l-f resid 20"
Busmness o Organzaan Nams Aqdrass (Sireet Name ang Numoer. Ciy, Siate. Jo Caae) Daw (monmidaviyesr)

{ —

Morchara Sialelory o Malu S4. Coudn (Gt AT L/sla2
Saecton 1. Updating ana Revarification. Tao oa comoleteg ana sgned by emoiayer
A. New Name (f appucaols) l 8. Dawe of renve ¢ vear) f v

that Curment

C. !t emoioyes 3 Oravioud grant of WO 3ulNoNZaton Nas axowed, HrovIae 118 NICATELON Dalow [0 T8 ¢

shubity.
Oocument Titie: Qocumnen Expwrauon D31 of aryl i
| aTteat. UnGer JENIITY of DANUrY, that 1O (he Dast af MY KNOWISAQE. s IMOIOYeE I8 HIQIDIe 10 work A (e Umteo Statas, and it the amoisyee
o ), ihe W) | have tabeg and 10 raiste 1o the Naivaual.
Daie imontn:aaviyaar)

Sgrawe of Emoioyer of Auinonzed Represaniauve

Farm [-3 (Rev. 11-21-31) N
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5.3 Form UI-1 Employer Registration

State at Momana
Cepariment of Lator ang Industry
Uremoloyment Insurance Civision

Caonnoutions Sureau (406} <44-3834
P Q. Box 1738, 1327 Lockey
=eiena. MT €9524

EMPLOYER REGISTRATION

AGeNC USe CNLY

Empiloyer Numoer

Return criginal ta: Contributions Jureau Sucject Date Date input
Unempioyment Insurance Qivision

Retaw_copy for your files P.Q. Bax 1728, Helena, MT 55624 Remarns
Fil 1n 31l the S1anx S0aces Deiow. 1f 3n tem does not 300l 1O your Business, wite NCNE in thar soace
1. Susiness ar Trauo Name

M GMM Q-L\*Le,u ny T ¢
2. Mading Address ‘ Ciy Cqunry Stars JP Cace

100 Maia Sle v wired Gl | Sdven Bow Wi | CRaid
Montana dusiness Locauon (o Mot e 3as NMumoen Gy ) State 2P Caas ~hone Numaoer

Sawa .

3. Type ot Crgamzauen Carporatan Name

O Ingividual Gwaership [ Partnersnip E Corporation My [ Ve (V.90 § .5:11 A C L.L (R

C om QJate incorooratea v

r
81 lewoimm /\ / az

4 idenuficanon of Ownerisy, Coroorauon Citicars, Parners, Sie.

Social Sequity Numoer | Nivne Goen Name Must D8 SROwn « Fudl

e AGQters iMOMmer

Vg sicd e ]!4 w. Pime Guira \ G

8SS- 1u-raa ' Ma‘Hu, Lot L{ti‘l.‘f n-u
y ’
$55- 84- 1 -jx_‘-l-e'rv Wavrllangm, ¥t PP! ﬂu‘uui Ll B4 2 (2,.:3-1-1.( C-.'ru
4‘-\4'96‘1—12-7-]}.,\:&“5 N. \ft.?"."ﬁr I JuwiNtLYy “‘SOO?‘Z"““} b!ll_ g iz s
| | |
Nama 1 Parson VWNo Arepares Hecorqs ang Hepons | Accress \ Talspnane No.
Nt Woeiamann, 100 Mg, S+ Copsteal Cotu -4
3. Name ot Accountant Address N Taiaonone Na.
SOpme_. Sa Ml ay - 342

5. Principal Proquct Producad, Sommodity Soid or
Service Pertormed splease compicte as yus i used
COMPULE JOur SXTENENCE raang}

City or County of Montana in
wiich Mast Emoloyees Work

Greatest No. of Emolcyees  |Date Empioyment Segan

in Any Catengar Cuaner

y\w—\ﬂ-;[?bu"l (SLW\ \OMS

3?‘\\!(,1‘ By |

S | (/s ez

T. Sunotv ns 1aliowing infarmanaon ccncern'mq amoicyment given and wages caid 10 Moniana gunng wacn at the (oliowing years:

YELRS | | ] | [ ToQaten = .

Wages Paid Eaen Year - - ; < ! 5 I - ‘ -

Will your total payroil for the current caiendar year aqual or excsed $10007 m ves [ Ne Date payroil will 2qual ar exceed $1000

I you are no longer empioying, give date caased, ang the date you wiil resume

3. ' you acguireq your DuSINess rom anothar owner, give the dats, e fOMMer owner's name , lirm name and empigyer account numoer:

N/A
3. 1t you Qid not aczuirs ul of e IOrmer ownar § OuiNess aascnbe (he what part gid the formaer ownar ratan?
Fan you gid acguire:
NiA MiA

10. Are yOu required 10 pay Feceral Unempicymant Tax (FUTA)? A e Q] Ne

This numober 13 imoonant 10 insure you recerve credit for Federal Unemoioy-

ment Tax L2urooses. f you Nave not neen assignea a Federat Account Emer your Fegeral Accountnumeer 8 4 -4 3 6 L L L 1

s8 mad:his recon ana SUOOIY s NUMBDer wnen it 13 raceived.
mqn:num Titie 4 Jais
1
WA \,J,A_(Q,b\ \)rucémﬁ' b/v/a
mg'\,’m.oe' \ Title N 2ale
- N i -
QM \J L L \)‘f‘U\(_l_(;\-d- (3,/\- [G_
.)'qnmuj } \ ridey Sate
3 A [ ian
— i\\\ \(A‘ \)\) QQ)U\W E \u’a

Ul-t Ay, 10.39 ~‘ ~

Please Have All Qwners or Partners Sign This Document
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5-4 Form RAUI1 Establishment Activity and Location Statement

Siate of Montana Deparimentof Laoor ang \ngusiry ~esearch ang Analysis gureau
P.O. Box 1728 Emolovment Palicy Division Maiena, MT 59824

ESTABLISHMENT ACTIVITY AND LOCATION STATEMENT

This form must be completed and returned in the enclosed envelope.

1. Business Name Telephone Number

Mot A S"-'\'\‘C&G.‘f&{ TNC. dg5  “it-34Ly
whal (s die grnincigal dcuvily Qr progucy groduced Ty your Dusingss iy wvontana?

Mm—LLc;LJJ ¢ (gau) mj.nau. amd Voot boaas »
3. ACTIVITIES: Please read the statements listed below and check the box beside the stalement that Dest
describes your business. Follow the instructians for that specific economic group and list your astablisnment’s
specific products or services in Section 4 using a separate line for each activity.

G AGRICULTURAL, FORESTRY QR FISHING activities, specity separately each type of crop grown, ¢rop
sarvices, horticulturai specialty, livestock raised, fish caugnt, forastry work. Far crogs, aiso specify where
grown - field, greennouse, ate. For livestock, aiso specity purpose for which raised - meat, dairy, agg
progduction, et¢. Describe refated services parformed.

[: CCMMUNICATICNS activities, specify separately types of servics (e.g.. local, long distanca or data talephone
communicauons, TV or racio broadcasting, cable TV service, leasing of 19ng gistancs telepnonae lines, celluiar

tefepnone services, 21C.).

CCNSTRUCTICN activities, spegify the types of structures or projects (e.g., single family houses; residential,
industnal, or office huildings: 2ndges; roags) for which you have fuil responsibility, For spacial trade or
sug-contraclors, specity type and/or trade spec:aities (e.g., plumging, elecincal, heatng ang air conditioning,
roofing, painting, carpentry, drywall, atc.).

(] FINANCE, INSURANCE CR REAL SSTATE acuvities, specify type of (1) firancial insttution and Charter

(State, National or Fe2geral); (2) insurance soid and wnetner underwriter or igent: or (3) real astate actvities.
For aperaters of residential buildings. specify numper of tousing units ang wnetner you own the property or

operate it for others.

)
MANUFACTURING acuvities, specify separately the groduc:s produced, type of plant, and principal

* process{es) used. Also list the principal materials/products used in the process ang therr source (i.e.,
purchased from otner companias, transferred from otner estaplishments of your company, or producad as an

intermegiate proguct at your location).

(C] MINING, QUARRYING, OR CIL OR GAS EXTRACTION activities, specify separately sach mineral or product
extracted. [f coal mining, soecity whether surface or underground. If mining servica, describa servica and
mineral involved, and specify whether you have full responsibility for the site operaton.

[T PRIVATE HOUSEHCLDS employing domestic heip, pleasa check the box to the left and go to Question §.

(it oroviding SESVICES. (e.g.. loaging, mempership, educational, medical, legal, amusement, or fepair servicas)
specily separately the principal types of servicgs your Business performs.

TRADE activities, specify separately the different types of goods sold and (1) whether at WHOLESALE or
RETAIL, (2) wheter goods are new or used, (3) type of customers (e.g., individuals or other Jusinessas).

T TRANSPORTATICON AND/CR WAREHQUSING activities. specify saparately transpgonation mode {8.q.,
scheduled airline, air ar land courier, (rucking, picetine, water) and area of service (e.g., local or long distanca).
({ warehousing, describe type (a.g., farm products, refrigerated, general, atc.). if transportation reiated

services, describe type (e.g.. shipping agent, iravel agency).

[:'l UTILITY CR SANITARY SESVICE acuwities, specify separately each type af servica (e.g.. electric power
generaton, natural gas transmussion and/or distributicn, water, irrigation, sewage, refusa systems).
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4. PRCOUCTS CR SERVICES
Estimate the percentage that 2ach product or service reprasants of the estadlishmant’'s
total sales (recaipts or revenues). When compieted, the sum of ail products or sarvicas shouid equal

100%. if more space is required, attach a separate sheet using the same format.
u PESCENTAGE (%)
Uu‘m ﬂ\.f_g,.ur\gag's 10074
“AL (MUST EQUAL 100%)
5. Do you operate this business in mare than one pnysical locauon in Montana? ] Yes w\uo
If Yes, skip to question 7. It No, answer questions & and 6A oniy.
6. County in Moniana in which your business is located. §A. IS your Dysiness located within city fimits?
Selver Bow ] Yes I No
7. INFORMATION FOR MULTIPLE PHYSICAL LCCATIONS. if you operate this Jusiness in mora than one
physical location (e.g., worksites, plants, stores, sfficas, etc. n this State piease provide the information requested
below for each location. Also provide an estimate of the - nper of empioyees that normaily wark at each location.
Caunty in Montana wnere your main gttice or place of business 1s iocated.
Sireet Agaress (1) . CitysState Zip insige City
L0 Ma e Tt Ceomas . LT Sgaid Limits? Mers
Princ:pal proqucis arservices ‘Numoer of - iCoun,ty K
Man dutrivs  looa s Emclovees > D selvar b w
Street Agaress (2) ’ City/State ZJp Insige City
Limits?
Princigal progucts or services iINumner of ’Caumy
Empiayees
Street Aaaress (3) Cuy/Siate Zip Insige City
Limits?
Principat progucts or services "Numnar ot *Coumy
Emolovees
Street Agaress (4) CitysState .3p. Insige City
o . Limits?
Principal products or services Numper ot Lo |Gounty
a . Emoloyeaes: R
8. Does this @stablisnment primarily perform management of SuppPart sercas for other unds of the
company? (This applies only to businesses located in Montana.) [ Yes @Q\(e

If Yes, please indicate bejow the nature of these services.

(] Administrative (] Research , Development, or Testing

(Headguarters, Oara Processing Canters, e1c.)
(] storage (warenouse)

For Agency Use QOnly
If you have questions an this form, please call:

Sie___. Area
In-State (1-800-833-0229)
Auxiliary Muiti Ind Cut-at=-3tata (1 -800-541-3804)
Locai {(444-2430)
City Limuts
RAUIT1 Q2-30
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5-5 Form SF-MIS LF100A Workers’ Compensation Insurance Application

162

WORKERS' COMPENSATION STATE FUND MAIL A0OM DATE
INSURANCE APPLICATION
STATE COMPENSATION MUTUAL INSURANCE SUND
P.O. BOX 4759
MELENA, MONTANA 59604.475%
UNCEAWRITING DEPARTMENT
POLICY SERVICES (406) 444-3440

OPTIONAL MAILING ADDRESSES
QOrdinarily all pelicy and claims correspondence is directed to the above appiicant's mailing address, however,
either or both of the following options are availaole:
If you wish to have all POLICY CORRESPONDENCE (sucii as your policy, coverage status signs, payroll
reports and billings) sent to your accountant, enter the ACCOUNTANT'S MAILING ADDRESS:
Street or Box City State A

Nameof - Federsl Tax [D No. — Tetepnone No.
Applicant [ im1 Leader 89- 4360111 406 Al = 34am
Business Names Name Street City or Location
And Locations /

cations Yy, brmg S‘A{ol\tﬂ-{ Tase. 00 Maan S C}Ln-!m { Q'J‘llu
Mailing Street or Box City Staa 2P
Address EY-¥ P
Type of [ La' / Number of Wurkplnces:

3 P (Sew ying [nstryet regardl
Business /V IM{“-T" GTLL"Z- A "1 [0’\ # 7L'"W ba? s Poating Noaces (or description o('wor::zol.'? l
COMPLETE IF PAYROLL IS EEPT BY AN ACCOUNTANT Telephone
Accountant’s Name No.

If vou wish to have CLAIMS CORRESPONDENCE (such as requests {or accident reports and notices of benesit
status) sent to a separaca address, enter the CLAIMS MAILING ADDRESS:

Name Street or Box City State VAS
GENERAL INFORMATION
Have you previousiy teen 1nsureq .
by the Stata Fund (formeriy @ NO D YES Policy No. 03- Canceilation
Date

Workers' Compensadon Division)?

Cancellation or Expiration

Last Company with which
Data of Policy

insurance was active.

Were you insured under YES NG  Ifnot, explain.
this same ownership? D D )

Did you acquire thia business E NO D YES it; i::ona D Buy D Lease D (OEL::Irm )

from another owner?

Names of Effective
former Owner Date
Are you a subsidary of E NC D YES If yes, list name(s) and explain relationship(s).

another entity or do you
have any subsidiaries?

SF-M13 LT 100A {Rev. 3/81)
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OWNERSHIP INFORMATION AND COVERAGE

lensa refer to [nstructions prior to compietion of this section; ownership information must be given regardless of
coverage selection. Account for 100% ownership. Attach additional pages if necessary.

Checi one of the follow-
ing which best describes | I Sole Proprietorship Partnershi m Corporati Other (specify)
how business is operated. P D P Fporation D er ¢ €y

List Names of all ownars. Social Securd Montana | Coversge

parmars. corporate Now T |zl tide Duties ghnnual ::-m::r 1:::.«2:

-J'T.u\ Leader ST =1 d-1Qid 22% P“'LS’ Mama g mae K ~ -

'J,J{- Wo rlhanom, 655~ 4511y | 225 | VP M_o.;....a_;;{w;.f\h B v v

TN Vsl - a4 - - 2220 S Ly | = Newe Lt -
|

* Corporate officers: Rejection forms for exclusion will be supplied ail Montana resident corporats oificers who
DO NOT DESIRE COVERAGE. Coverage IS NOT sxtended to corparate officers who DO NOT reside and

DO NOT work in Montana.
Sole Proprietors and partners: An endorsement form to elect coverage will be suppiied for any owner or

parzners who DO DESTRE COVERAGE.

OPTIONAL COVERAGES

If you wish to ELECT COVERAGE fr any other exempted coverages, please request the endorsement forms be
suppiied by checking the appropriate boxies) below.

{0 Household 0 Casual Employment {0 Persons working ] Direct home seilers of
or Domestic in recurn for aid consumer products
Empioyvees O Voiunteer Workers or sustenanca only O Contract, licensed barhers

or cosmertoiogista

(O Dependent {0 Licensed reai estate [0 Schooi amateur [0 Newspaper carriers or
Family Members brokers or salespersons athletic event officials freelance correspondents

NOTE: The forms to apply for optional coverages and officer exclusion must be compieted and
returned and are subject to approval. Upon receipt of the completed forms, the State Fund will

notify you, in writing, of the effective dates of coverage or exclusion.

I CONTRACT WOREKERS AND EMPLOYEE INFORMATION

If yes, do you require

’_ -
Do you hava E NO D YES  certificates of insurance? D YES D NO

contract workers?

Do you have weorkers' Do you have employees who
compensation in D YES | 7\1 NO leave the state on business? D YES E NO
other states?

List names and lacations of operations in other states.
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i
I
|

OTHER GENERAL INFORMATICON

|

Does your business sperata an
aireratt for business purposes? YES @ NO

Is a formal safety Are pre-employment
program in operation? YES D NO physicals required? D YES NO
TYPES OF EMPLOYMENT INFORMATION
Describe the various jobs, duties or services performed by your EATE FUND{ ESTIMATED
employees. Do not include owner, partners or corporate USE ONLY ANNUAL NUMBER OF
officers. Use additional pages if necessary, CODE EARNINGS |EMPLOYEES
gl"‘\?‘\‘i 4 nqlam andfgr Lca:‘r{u' bowa s 15000

| |

OPERATIONS INFORMATION

Check the appropriate box or hoxes beiow which best describe the nacure of your -
detailed informatior as requestad.

FARMING OR RANCHING - Describe principal product.
MANUFACTURING - Describe operation from raw material to finished product.

0008 Oon

OTHER - Rastaurant, bar, hospital, laundry and so on. Describe nature of bur.ness.

%

N

GAS STATION Combined Gas Station &

%
[0 SeifService [J Full Service [J Grocery Store: Percentage Retail
of Gross Receipts

then Truciting classification does not apply.

=3 and complete the

CONSTRUCTION - Dexcribe type of work performed, type of souctures built, materials used and the trades invoived.

MINING (3 Underground[] Surface. Describe type of mineral extracted such as gold. coal and so on.
DRILLING {J Qilor Gas (] Water [J Other such as seismograph, shot-hole. Describe drilling methods.

Wholesaie

0 TRUCKING - Describe type of merchandise transported as well as areas of operations. [f you OWN the cargo.
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OPERATIONS INFORMATION(Continued)

0 GROCERY OR CONVENIENCE STORE

What are your business hours? Ei:t;}ldzgey::fuu_
Sunday TO 3 Groceries
Monday TO O Packaged meat
Tuesday TO O Fresh meat
Wednesday TO O Non-food items such as soap,
Thursday __ TO tobacco, pet food.. paper

- products, magazines, auto

Friday TO e oil, and so0 on.
Saturday TO o O Gasoline ___ #of pumps
How many squars feet are devoted to (0 Diesel fuel ____ # of pumps

display and sales? Da not include
warshouse or storage areas.
O STORES - Describe ail types of merchandise such as furniture, auto parts, and so on.

Delivery of merchmdisa?D YES E] NG

TOTAL

100.0%

O Retail [ Wholesale (] Combined Retail & Whoiesale: % %
Percentage of Gross Receipts ______ Rawail _____ Wholesale

Are you engaged in any other type of business not
addressed in this application? f yes, pieass expiain. D NO D YES

PROCESSING QUESTIONS

—

What date would you liks this coverage to be eifective? ¢L/Sis

assignment agreement will be provided with your statement of initial deposit. (Please
nate: 31,000 minimum certificata of deposit required.)

i3 1432 INCOMPLETE APPLICATIONS MAY CAUSE DELAYS IN YOUR COVERAGE

" . sl .. - : it? .
Wouid you like to submit the initial deposit in the form of a certificata of deposit? If so DYES NO

LTI RETURN ORIGINAL TO STATE FUND
CERTIFICATION
[ hereby certify that [ have read and fully undee- / Ry
stand the accompanying instructions and have / /"' %
completed this application form to the best of my L~ &
ability. All the information provided herein is / AUTHORIZED SIGNATURY
trua_ agd correct. I aiso authf)rize the State Fynd | WTAZJ( (/-f-—- é /4 42.
to obtain any previous experience data from the 7 E a—
Nationai Council on Compensation Insurance. TIT. ATE
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5.6 Form SF-MIS LF220E Corporate Officer Rejection Endorsement

S‘TA‘TE STATE COMPENSATION CORPCRATE CFFICER STATE FUND MAIL RGOM DATE
MUTUAL INSURANCZ FUND REJECTION
p.0.BO -
FUND \ HELEn T3 e ENCCRSZMENT
QREEIRENTR unoeAwRITING DERARTMENT  [iey T T 4RO
4 POULICY SERVICES (408) 444-s440 | '™

ENDORSEMENT AGREEMENT REJECTING COVERAGE FOR A CORPORATE OFFICER
(Subject to State Fund Approval)

Under Montmna's Warkers' Compensaton and Cecunatonal Cisease ACT, an officar of a COMDOFALEN i§ coversd undss Tie COIPOrATON'S Warkers' compens
340N iNsurancs policy uniess Me officer fles a repCTon form wmeh is appraved tiy the insurer.

e
CORPORATION CCRPORATE CFFICER
Neme  Morcrdaa Stiterary e Name ~7iaq Lzaper
M.d'::-. 100 Main SMC\L- Add":u é‘{ W ,@MC.‘ AT
L!,Né"rd.\ CE'L.\ IM'T_ 534,14 Titte: re<ide net= '
Oate Electea to Otfice: __& /1 /92
fhone No. 406 A4l =3azn Social Security No. SE S - 1474

Having Deen propefty esignamd under law as an officer of Tie ADCVA-NAMed COMPAranan, | act NOT 13 D COVersd A3 AN AMOICYee UNGAr The Workers'
Gampensaton Act | make TUs diechon Decause ! quaity under one {1) of More aof the Dllowing provisns. Checx the IDprooriale provision(s).

D (a) | am not sngaged in parfarMIng Me SraNary Gutes of 2 workst 1o¢ Me COMPOraton narmed atiove. ANa [ Jo NOt recsve any pay
from e corporazon tor performing Me ordinary duies of 4 worker 1or Tat corooraton.

G (20 | am sngaged pomanty 0 housenaid empigyment {0f e COrpOraton named above,
E (e | own twanty percsnt (20%) or more of he numvber of shares of SICK 11 Me corperanon named abave.
| | (d} (am (CIRCLE ONE) he nusoana, wiie, chid, adopted chiid, steocnild, mothaer, father, son-n-aw. daugnter-n-aw, nephew,

nISCe, SrOMer, SISTEr of an NANKIUZ) who owns twenty percent (20%) ar more of he numpar of snares of s1ock in the

COrcaraton named above.
D (o} The corporapon namad 200ve has DeeN Orgamzeda s a NoN-profit cordoranen.

Unun/p;rlarly—‘\cﬁaw‘ |

solamnty sweas iat e ADOve INTOMMADON, INCIUGING the.MTarmanon indicated next 1o he checkead box(as), s Tue.

g /’
. / g p/ -f_ A / (A
S, N LS (! (/62
< SIGMATURE OF OFFICER ELECTING NOT TO BE COVERED nTLE o DATE
Subscnbad and swom © Delore me, tus Qay ot 19 -
Notary Pubtie for tie State of resiging at
My Cammision expires 19— Notary Signature

From the effective date of this rejechon, samings of Me abave carparata officar shalil not Se included in payroil repons suomittad to the Stare

Fung.
Mal both copes of the pletad rejection to the State Fund. P.Q. Box 4759, Helena, MT 396034755, We will ratumn a completed copy of the

reecion lor the comporation's fles.
1 app d. this rerection will remain in effect unti! the palicy is canceiled or we recave the otfficar’s witten mRauest 10 be coversd.

Notity the State Fund IMMED/ATELY it there i3 a change in the officor’s COrooratd assocrabon.
LOWER PCRTION TO BE COMPLETED 8Y STATE FUND ONLY

This Endorsement is hereby: [] Approved (] Net Approved

Reascon not approved:

DATE EFFECTIVE DATE

AUTHORIZED SIGNATURE

SF-MIS LF 220E (Rav. 391 3F o0l
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5-7 Form ERD-840A Application for Independent Contractor Exemption

State ol Monana

Depaciment of Labor 3nd Indg A A Date Stamp
EmPIOvr:enl R_:Iau'u:s Dn:n‘::lry APPLIC \T10 NFO R

Standards Bureau (406 4e.7734 | INDEPENDENT CONTRACTOR EXEMPTION

P.Q. Box 8011
Helens, MT 55604-8011
Name of appiraant Sacuai Scewruy Nimaser
Adilres of appiecant Gy Sime Tip Crwde
Applant’s Teiephone Numder Dusincas Feteprone Number lAypb«:m t Federat 1.1, Nuesbey

utness Mame amd Unel Desanpiron of Buninems:

INSTRUCTIONS
Compicie this (orm oniy i{ you arc 2 sole proprictor or 3 working member of a pattnership holding yourseil ous to be an
imdependent contracior and do not wont workers' compensation and uncmplovment insurance on voursedl. Emplovers ur
independent contructors who wont workers' P ion or pinyment insurnace should nat comphete this feem.

I the informotion presenied shows you meet depariment requirements, wwe will send you an appraoval fetter. You must suse
aunpiete on Independent Contractar Exermptinn Annual Review (arm (genernted iy this oilice when due) to retnin this
swsus, [( your application is demed and you do not agree with the Department’s decision, you may appeal io the Depare.
ment of Labor and Industry (o present or clanly facis and present arguments in support of your application. Your appeal
musi be {iled within 10 days of the decision.

COMPLETE THIS SECTION
NOTE: A hiring agent is one for whom you provide the service.
1. Do you reccive anv traming from the hiring agent? (7] Yes ) Ne
if so. what kind?
[tow often?
b Are you given insiructions in the way the work is (o be Jone? T Yes D Ne

Il yes, give specilic examples:

3. Does the operation of the hiring agent's business require you to be supsrvised or controiied in the perfornmance
of 1he service ! £ Yes I Ne

4. [yoes the hiring agent engage vou for: [ Particular job I indefinite period [T Otlier (expineny

L Ate you required 10 follow a reutine or 3 schedule cstablished by the hiring agem? 21 Yes 3 Ne

Il yes, what is 1he routine or schedule?

6. State ihe kind and value of tools and cquipment furnished by:

The hiring agent

Yourseil
7. State the kind and value of supplics and materinis [urmished by:
The hiring agent
Yoursel(
8. Docs the hiring agent reimburse you lor any cxpenses? ] Yes 2 Ne

1€ yes, specily (he reimbursed expenses

ERL-B30A Rev. 1291
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9. Do you have heipe,s? T3 s o Ne 0 swr, ship (o quession 10
Are the helpers hired by: [T IHieing agent £ You
Il hircd by you, is the hiriug agent’s approvat necessary? I Yes No
Who pays the beipers? ] Uiring ngent T You =
Il you pay the heipers, does the Riring agent repay vou? 1 Yes 5 No

What services do the helpers perfoem?

Whe reports the helper's income to the Internsi llevenue Servica?
[ Hiring agent 3 Yuu [ Unkiowa
{fyou have cmployeey, list the account nuribers (or the fotdowing:
Your unemployment insurance sweount b
Your warkers' compensation aumber

10. Typo of payment you receiva: 1 Salary ] Commission 7 lHouriy Wage
{5 Piccework J Lump Sum ] Other (speciiy)
11 Are you prohibited (rom competing wath the hicing agent cither during the time you are performing seérvices
or at a later period? ] Yes ] Ne
12 Do you swn and operaie your own independently established trade, occupation, profession or business?
I Yes 0 No {lyes, please attach:

1) cvidence that you pay scil-empioyment tax for yourseif by submitting a copy o your most recent Federal er State
Income Tax {Cuiurn showing income and expenscs of your business, ¢.¢. Scheduie C or 1040125 (estimatesd 1ax form); pud

2} wo or more of the (ullowisg: printed invor:es, buswess cards, buniness liccnse or pernuts, public advertisements,
business checking accoust (3uthonzatuon card), or business wlepitone iisting: and

3} aletter, contract, or accepied bid proposal from the current hiring 2eent and from at {east two other hiring agents.
ach shouid state you are now ur werse under contract to them duriag the past tweive months 15 an independent
coutractor in the business Weniificd on 112 face of this lorm. and that you were 'ree of their control or direchian gver
the periormance ol your service, other than conuol or direction requited by ge -nment reguiation,

r Read Deelarations, sign and dake dui lore and return sith atiachments o Jepartment, l

DECLARATIONS

Please read the fulluwing carc{uily:
[ inake this statement wuh the undersianding that as an independent centractor, | am required 10 purchase workers'

LOMPERSALIUR INSUFANGE O abiain this cxeruptiun,

[ undersiand his appiication apptics valy to me aad vot to any person who is employed by me. It { kave cmplayees. |
must 0OL3in 30 uBEMPloymEnt WSYTaNce Jecouat and 2 WOCkers compepsation policy.

1 undersiand if this appiication is approved by the Department, the cxemption wiil be in cffcct untel I notify the
Deparimend in writing of 3 change in my status or :{ my status is deternuned to have changed during an independent
contractor cxemption annual review. I0any (uture investigation concludes [ am not an independent contractor, this

exemption will be voided by the Department.

11 this applicaiion is approved. | ynderstand the services | periorm as an independent contractor arc not covered
1y unemployment insurance,

[ understand if this application is approved and unless | purchase workers' compensation imsurance far myscll, Lam
wisving all my rights to compensating and werdient benetils in the event 1 sustaan an industrind ingary ve an
vccuputivuul disesse when | arm working =5 an indcpeirdent contracior. (Moter The benetits of a worker covered by
workers' compeesativn include: 1) medical services for 3 work-refated injury; b) compcnsaliop for wage loss dus 10
the injury; and ¢} additional benefits as Jeseribed in the Workers’ Compensation and Occupational Discass Acts.)

My signature on this application indicates my request for an excmption {rom the requircments of the \Yorkcfs' Compensalion
Act and Uncmployment {nsurance Law and that 2l the miarmation and deciarations { have suppiied with this application arc

irue. complete and correct to the best of my knowicdge.
Signature

iate
isappsoved () OEPARTMENT USE ONLY
Date

Approved (it}

Mamdagus Burcau Authornized yignature

Cxplanation, if denied:
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5.8 Form ER-1 Withholding Tax/Workers’ Compensation Payroll Tax Registration

MCONTANA

DEPARTMENT QF REVENUE

WITHHOLDING TAX/WORKERS' COMPSNSATION PAYROLL TAX REGISTRATION

CHECK TAX/TAXES YOU ARE REGISTERING FOR:

WITHHOLDING T

PAYROLL &

Fegers Emmover | Q. Numoer

€9 4361 FOA HELP IN COMPLETING FORM

SEEINSTRUCTIONS ON 8ACX

L 3tare Empiaver LO. Numoer (See mstruction sy

1 Namelasc Name. First. ue Name 33 Sistinguisned Fram Ta0e Nawne

Mo ttchery Tac

4 Em-r Quo Waqan First Pad andiof INe Gate you opg

Glw Jaz

L Traas Rame, . anyEnrer Name Under when 3, Y] o O Fromitem )

Enter Pasn of E

P

N NSEL 1T MOntng

'y

Vaiing Asaress

100 Ma s St

™

Maiung agarsse

11. Humness Mype:
18 yOus Business ssasanu? Yes O Mo A

H yoo. astes of ooerasion

From Ta
& Chy . 8, State 1. Do Coce 3 YOUr 3D0USE YOUS ONY SMOICYRee
1]
Qe Sy MT SBA A Yes No &
13 Type of Groar Checs A dox ang & Berow as 13 YOUr BUINEIE AGNGUHUIR vYas O Moa\
t © Govemmanisd 31 Q Paanarznio 5 Q Naon-@ront Qrqemzation Othee (or1ice yuse oy}
Compiete Section 1iy (Comoiaie Section i}
1< ngimoum 4 KComm-on § C] Othar (Soeeuty 12, Caunty of Princios Emaigymaent
(Comptete Sectian 1} cCamorate Sectan iy (Comovare Sections i & IV} gr.i vav W

Nayre of Business (See instructons)

Mosmucmetore, and lom 4 leadher heaas

14 Mesae Lasve dianz

REASON FOR APPLUICATION (Chtecx oox sng osiow ¥

XSlmnd New dusness el s Sectionivy = Rersquatrasion (Comorete Section i)
2 Entity Change (Comarete Secran iv) Z QineriComorate Sectian vy
Par3on Sasoanssole (or Precanng ang Fihag Withnoiging Forms e 1 Ahong e
e J Y, | L o
D W oy g ot s caad SRR LT dp-342)
FILL QUT THE FOLLOWING AS INDICATED:
Jusiness Aacress
| Comolare Mg ssc.
noA 1 INe  ablyal
SusINes’ 1GCaNON 3 | 3uMmNens Acaress
ditlerent ‘ram ne
manng T
Cuy i State Sacace
Il comarere tma see. | Qwmervame Ownar Socia Secunty Numoer

HON  or ngividual
3uaness,

Il comorere s see. JBrenrorPannen

Sociw Secunty Numoer

SSS =~ =148 4

oA o Gusness % a (RN Al.f'
2ANNrSNO, COMOMe
tion. or o | 1S +of tParthen Socia Secunty Numssr

SAMLZANGA. LSl 300k

Mary Lsader

bbb -4y -ara)

ronm  panners on

ravarse posof torm, | (TRAIUren ortPannen

T4t Warmaq m,

Socia Secunity NumMoer
ST -~y

IVCOmmud this sec: Prenaus Busineis Name

tign o you Surtnased

Date Acguinea

M9 TEGIIIeNNG, I
chanqing ennity ilype
af argamizationt.

Pravious Ownany

Preceding State Emgioyer 1.0. Numoer

V Comoiste !nis sec.

HON when requirea O
ARDIMA (YOW OF OTGM
MIM0N oiner (han

O3S 1Ited 1A Item
'3 ar razson tor ao-

GRCaNgN othar han
haas 1ste@ W 'O

centinue any other
Nermy

e
AT

ATURE QF (QWNER) | TNER (PRESIOEMNT
el oz \‘7“ Dreead et

.M_ ;

TELEPHONE NUMBER

=34y

“ BUSINESS TAX SECTION
0. BOX 5835
MT Department ot Revenus

AETURN COMPLETED FORM TO:

Heiena, Montana $9604.5835 Phone: 406-4442.3338

ER-1

FORM ER-1 (Rev. 5/91)
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5.9 IRS Form 941 Employer’s Quarterly Federal Tax Return

com 941 Employer’s Quarterly Federal Tax Return
g‘e:'ar-':"‘!‘:':"-ii"_"“““ 4141 » See Circular £ for more intormation cancerning emolayment tax returns.
intarnal Pavamue Smence Please type or arint.

Your name,

address. N
smgioyer Name L33 2istinguisned tram race ~ame: Jate quarter engeg __M___
identitication T
Aumoer. and ———————
catengar frage name. tanv Smoiover dentfication numger L S
quarter of )
returs, - — e —
Aci I
{1f nat , Gress ana JIP ~oce ' -]
corract, i | I
please ]
Sease | ey e, O —
L st P g E——4 Xy e
it address s ' PR R S . : oo v P )
Gitterent tram - - —
prior return, 3 T - S s ; '
checkrere + . 3 R : S R L T A T i
:.r—m_‘xg %% '-1— v ———— — e
3 3§ 3 3 ; 8 3 3 3 3 3 3 3 3 W0 0 0 0 ¢ 0 0 0 0 10
¥ you g0 not nave rg e returns in the ruture. check nera . . .- : Qate tinal wages oaig >
!f vou are 3 seasonal amotover. ses Seasonal emolovers on oage 2 and sheck hare | > !

la Numoer of amployees (exceot housendid) emgloyed i ihe pay nernog that inciydes Maren 12th |, »

% if you are a suosiaiary corooration AND your parent corporatian files a consolidatea Farm 1120. ’4/7 / //
anter Jarent corporaton emsigver rgentification numner (EIN) <1 1b ' - i //
2 Taral wages ang tigs supject 10 withhalding, pius ather comoensation T
3 Totai inccme tax withnesd from wages. 1105, 3ensions. annuities. 3ICK Jay, gamolmg ate. . . - L3
4 Adwstment of withheld income tax tor greceqing quarters ar caIengar year (see mstruchans} ERNE.
5 Aguusteq torat or income rax aitnneid (ine 3 as aciustad v Ine S—s32e IASiructons) ] ‘
§a Taxaole social secunty wages Comoiete 5 < 12.3%(12d) s 5a
b Taxaote soc:at secunty tigs iine 7 ) s M ST NN N B 1)
7 Taxaole Megicare wages ang ::0s s < 29%7/Q02% = 7
8 Tarai sggial security ang Megicare taxes {adq ines 8a. 30. ana 7) . o 8
9 Aquustment of social security ang Megicare taxes {See sirucions o requires exolananun) 2 .
10 Agiusted total of soc:at segurity ang “Mecicare raxes (line 3 as agiusteg by line 3——see instructions) - L0
11 Bacxuo withroicing (ses nstructons) 22
12 Agtustment ar zackug withhoig: ng Tax for :rr_u-ef‘mg qUrTers o1 S31engar year - 2
13 Aguusteqg tctai of sackud mtnnoimng-lme .1lasaqiustac ov tinte 120 2
14  Toraitaxes:acd lines S, 10, ang L3} lf : .
15 Aavance 2arneg .ncome creait (£:C) navments magde to emoiovess. . any -
16 Netrtaxes (sudtracztine 1S irom line .23, This snould equai line iV beiow (plus ing 1V or cc“et.’u.ne.-\ ! '
(Form 241) sf you nave treateg Dackuo withho:ding as 8 Se0arate nasity) : If
17 Totai deposits for quarter, ACIUGING overcayment ap0Heq rom 3 onor Juarter, fOM your recoras. ~ i
13 Balance due (suotract line 17 from iine 16). This snould be less than 3500. Pay to RS - 13
19 Overpayment, fline 17 is morae than iine 16, anter here > 35 ana check if to be:

™1 Aooliegtonextraturn QR | Refungec.

Recara ot Feaerai Tax Liatulity (You must compiets if line 16 is $500 or more and Scheduis 3 is not Jttacned.) See 1nNSITUCTIONS Sefore checxing thesa anxre&

Check oniv if vou made degosits using :ne 95% ryie > |1 Cheex antv f vou are 3 first tme 3-danlung-aav Jevesitor ~ |
i Show fax vagrity Nere. not degasits, (RS jers cegost §ara trom £70 cSugons.

Oate wages sa1q | pu————— 1 3econa month of quarter ! “hirg monte of auarter
» | Lsttrrougn 3ra A . : 9
< | 4thtnraugn 7th IEN - 2
32 gthehrougn L1th . a 3
<% 12tmtnrougn i5tn 10D - -
23 16th trougn LSth £ 4 ’
23 20thehrougn 2270 i K L
% -,'. 2Zrathrougn ZSch 3 2 X
2™ _25th *hrougn e ast = z :
Total hagihity for menth i il
fV Totai ‘or quarter r3ag ‘ines {, /{, 3rg /N This inouia :gudt ‘ine 14 agave
. dNGer Jermities AT Cerrur  agidre tRIT CJvE 2NAMRT hin cetLrn CILOING JECIMOANVIEG SCTACL.eS NG TISIEMentd LNC 1T TT e ST My adnwieade Jng
Slgn Jenur 1% 3Mue COFTACT SNQ CIMOTels
H ere Siunature :0.1';:;5:'; Title Jae

For Paperwarn Reauction Act Matice, ee paee o,
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5-10 IRS Form 940 Employer’s Annual Federal Unemployment Tax Return

~m 940

Ostarnant of e T-easury
A Favany

Employer’s Annual Federal
Unemployment (FUTA) Tax Return

» Far Paperwerk Aaduction Act Notice, see separate instrucrions.

F—NMO (a8 disungu:sned Tom trage name:

it incorrect,
maxe any
necessary
changae.

Trags name, f any

Agddgress ang JIP zoce

[

Caienaar year

Empiover :denuficaton numoer

-1

h i)
"

bl
o

»n
R

[

—

A Cig you pay all required contributions o state unemoloyment ‘unas Dy the Jue date af Form 3407 (if a 0%

axgenenca rate :s granteq, cneck “Yes” ana see instructons.) |

If you checkea the *Yes® box. anter the amount of contnbutions paid 10 state unemployment funas -

B Are you required 10 pay contnbutions 1o onty one state? , . .

It you checked the “Yes” Box: (1) Enter *ha namae of ihe state wheré you have 19 pay contngutions »
(2} Enter your state repgrung numBerts) as shown on state ynemployment tax return. »

If you checked the “No” box, be sure 10 compiate Part lll ang see the nsTucuons.
C If any part of wages taxagle for FUTA tax 13 exempt from state unempioyment tax. check the Qox. (See the

instryclons.),

If you wit not nave 0 file returns in tha future, cneck here, comolate, ana sign tha retum |

If s 15 an Amenceda Return, check here

Yes [ No

1
------------------------ deanuan
C ves T No
|
» =

| Part | |

Computation of Taxable Wagqes o e compieted Ly all taxpayers)

1 Tomal payments (including exemot savments) dunng the catendar year ‘or services of amoioves-

Amaunt 03

2 Exemgt payments, (Exolain 2acn exemotion shown, artacn aaaitional

2 ;

3 Paymenrts of more han $7,000 for services. Enter anly ™e amounts

{

i
sneets f NeCessary. P e . i
- - i
over the iirst $7.000 caig to eacn emaigyee. 0o notinciuge sayments

from iine 2. Do not usa the state wage rrmitauon .
4 Total exempt savments (aag lines 2 ang 3.
Totai taxanie wages (suptract ine < from iine 1), . . . .
§ Aggitional tax resuiting from creait regucuon for unreoaig agvan

n

ces 10 the state of Micmigan. Enter

he wages inciuded on line 5 apove for that state ang muiliply Dy the rate snown. See the in-

structions.) Enter the credit recucnon armount here and i Part Il tine 2. ar Part Il line 3:

Micrigan wages % 008 =

. »

Cat No. 112340

Farm 940 1199%)
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Fomrm 240 (168G Bage 2

Tax Due or Refund (Camciete /f you cneckea ihe “Yes’ SOXEs in 0oth qQuesicns A ang a3 and did nat check
the box in C.}

1 FUTA tax. Muitioly e wages . Part 1. line 5. oy 008 ana 2nter rere. 1! !

2 Enter amount from Part |, line § L !

3 Total FUTA tax (acd lines 1ang2) . . . > 30 !

4 Totat FUTA tax depositeg for the year. inciucing any Qverpavment accuec rrom a pnor yea.r 4! !

5 Baiance due (subDrrac: line 4 from line 3), Thus sncula e 3100 or less. Pay ta the Internal Ravenue [ ‘
Service, . . . . . . L. L8

g Ovemayment subtrac: line 3 from line 4). Cheek if it is to te: T Applied to next return, r [
. Refunded . L ) . . > 8

m Tax Due or Refund (Comgtere if you checked the “No” box in aither question A or 8 or you cnecked the box in C.)

1 Gross FUTA tax. Muitiply the wages n Part |, line 3, oy .062. . . . . . . . . . . . . t |
2 Maxmum credit. Multioly the waces s Partl, line S, 5v 054 . | 2 | | G i %
3 Comuoutation of tentative creait

[ | L] n [ m i 0
Nam.' Staie recorong numoens | wa:'um“ State .,,_-,(2.":, rate Staza e,.l G * l & 2 et | &

33 SROwN On sMOIOver s | aenence ﬂumGM=-‘6lmmamm.m»ummm acnawn 0 1
; t

(as gennea n state agn

STate « SI3te COMTUDGN rerums | i from i Ta | e | ORI [ gresgen ) xcol en| 1O Or e mter U | Do ste
! i i [ | | I i
. | ! | | ! . 1 |
1 [ i { ' | | |
{ ! | { i I | i
) ; ; : : ;
3a_“orais R R A . '
3b  Total tentative creait 1aad na 24, coumns .M and () gntv—~—s@g MSIrUCTONS 'Ar IMItatoNs on iate Savments)  »
1 Credit Snter the smaller af the amount it Part I, iine 2, or line 3b  _ 3% : ”///A‘Z///////////;“///W
S CSater the amount from Part |, line 5 . . O .
§ Credit allowable (suotrac: line 3 from line -l) (lt zero or 'ess. anter Q.) §_. !
7 Total FUTA tax (suctrac: fine 3 from fine 1) L. T !
8 Total FUTA tax cepositeq for e year. inciuging any cvemayn-em aopued ‘rom 3 anor /ear 3 !
9 Balance due (suotrac: iing d from ne 7). This snould be 3100 or less. Pay 0 the ntarnal Revenua | i
Service. . '
10 Ovemaymem fsw:tracr :me T from tine 3). Check if it 15 0 be: _ Appiied to next return. | ! ‘
Refundea . w0 |
XTI Record of Quarterly Federai Tax Liability for Unempioyment Tax (0o 7ot inciuge stare liagiity)
Guamer ' st ! Secona ! Trg | Faun 1 Yota lor vear

Cagity "or quartar | 1 i i f

Under senaites of 0anury, | ABCiare At | Mave sxamined (N3 ratUM, NCIUGING 3CEOMOANVING SCreduisd ang STatements, NG tO e Dest of My MNowieage and Qenes. L3
true, COMRC:, AN COMOIETE, and tN3L N Gart Of ANy CayMent mage (0 a Stale Wamoaymant fung C1aMea as a creait was of 'S 10 De csauctea from e Daymants [C eMoKyees.

Signature = Tite (Owher, stc.! » Date »
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5-11 IRS Form W-2 Wage and Tax Statement

1 Control aumeer -== For QMics
23222 Use Gniy »
QM8 No. |S45 G008
2 Emotaover s name. sodress. ang ZIP cace

6 Clatutory Qeceasss Fanmon Leqm
MOIgYe piad 1,

- [ [ [

342 Suntotal Jetarve Yot
bl Lomoentahioe

= TR e

7 Allocated tios .

8 Advance £IC payment

9 Feageralincome tax withheid

l 10 Mages. ues, atner comoensaton

3 Emoioyer sicentiticanon numaer

S Emmayee ¢ so0ai security numaerl

LIJ Social secunty tips

LI‘ Medgicare wages and Lps

19a Emplayee’'s name (first, Miadle, last) C e

~115 Medicare mawithneld ...}

16 Nonguanfied plans - Gaiw

N ik a, o  ep  s

19& Emolovee’s adgress ang ZIP 2oae

25 Stm wages, tips, ele.

F2 4 State (ncome tax 26 Nameot mte

i

L Y

—— e A - . [ - -

17 Seeinsus. iorform W2 .-

18 Qther oo i

23 Berentsinciugeadn dox 10

‘27 Lacat income t5x 1 28 Licst wa

qes. a3, e | 29 Name of locaity

R o

TR - ¥

Capy A For Secial Secunty Administration

Cepantment of the Treasury—ntemat Revenue Servce

wmW-2 Wage and Tax Statement 1991

IRS Asp. 13-2874063
For Paperwork Reduciion Act Notice, 1ee 16D3r3te ingtructions.
Do NOT Cut or Separate Forms on This Page

For QHicias
1 Controi numaer az3zz iu" i janiarl

QM@ No. | 5450008

g 2P 2 Slatutery Jeceasea  ention  Letd 947 Sublaral Ceterrea vor
2 Zmoioyer 5 name, 20aress, ana ZIP zcgde Bﬁn“m: oot gfm"' o r'-"'-“ ~ o F-"“m
i

7 Allocatea ups

3 Agvance EIC payment

9 Fegeralincoms tax withihetd

10 wages. 1S, Oler COMBGASIBON

3 Emmoyer swentficauon numoes | 4 Empioyer's state 1.0, numoer

11 Social secunty tax withneid

12 S0CIA SRCUNTY WAERS e

5 E:nomyusmamnmymmoar’ e et e aew

¢

13 Sociai secunty tros

14 Meqicare wages ang tips -

192 Smpioyee s name (first. madie, last) - -

15 Megicars tax withhed

P

16 Nonquaified 0ians  .au.=f

17 Seeinsirs. for Form 'W-2

196 Emnlovee s agdress and 1P coae

|18 Qther

s e ot e 4} Y-

22 Cepenacent care oenents.

23 Senents inciuced in dox L0

25 Name of state

24 S!an income tax | 2% 'lau\nm. 1os, ete,

................................................................. I3

27 Lacal incame tax st Locat wag

es. 1103, ¢t ; 29 Name o1 lacanty

........................... -t

Capy A For Socia) Security Admumistration
rem W-2 Wage and Tax Statement 1991

far Paparwarn Raguction Act Nofice. 144 1evarate wstructions.

Depanment atthe

Da NOT Cut or Separate Forms on This Page

Treasurym=ternai Revenua Sevce

1AS Asn. 13-2673062
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5-12 IRS Form W-3 Transmittal of Income and Tax Statements

DO NOT STAPLE

U N tred aumewe O For Hicial Use Qaty &
2=
=523 OM8 He. 1545.0008 '
3 34 MDD Wby a3 R L Y N R Totat
= Kindg ~— "
= r umoer at
ki = C C siacements
Payer cT vaz Meaicare *
. - g2 -mo. 5
; :
& Z5i20usnMment Aumoer T wnocates tos Poauere s T Laviments
9 Fegerzincare "ax wthamg 1J Slages. DTS s oifter Tampersarae Do Lt 13CLIU LK ety
12 Sociarsecunty ~vages 13 Zuea secunty os T4 Cop care edues Ing as
13 Meaicare 1ax wennew I 1S ‘ignguantied pians A7 larertag comasnsaiion
18 Smoisyer s cennncanon numosr 148 2ther 2N seq s vear
20 cmowver $ name 21 Zagaszert dire sonents
22 -oryred I3tar SCC:N SECUNTY wages ang oS
28 usian taca Mecicare wages ang ngs
I3 ncome tax nthians Sv INR3-oarty paver
22 Emerover 4 aggress ang (1P 2208 '! qvanadle. Jiace 1ater aver Bores 18 ana 20,

Uncer Denaities of cenury, | deciane that ( have examinad this returh 30 JCCHMOINYNG AOCUMSnLS. JNG, 12 the GeSL OF MY KNOwIeaRe 2nJ Denef. ey are rue,
carrect, Jng camoiete.

Signature »

Titte »

Qare »

T

rem W-3 Transmittai of Income and Tax Statements 1991

(optIons)

Please return this entire nage with the
accomoanying Forms W-Z to the Social Secunty
Agministration agdress for your state as listed
betow. Housenold empioyers flling Forms W-2 for
househoid empioyees shouid send the forms to
the Albuquerque Data Qperations Canter.

1t your legai residence,
principal piace or husinass,
gftice or agency is (ocated in
v

Note: Sxtra postage may be necessary if the repart
you seng contains mare than a few oages or if the
envetooe 15 3722+ *han letter size. Do NOT orger
forms from =+ sadresses listed betow. You may
arger torms oy cailing 1-300-829-3676.

Use this address

v

Alaska. Anzona. Canforma, Calarage. Hawau, !dano,
lowa. Minnesata, Missount, Maontana, Negraska,
Nevada. North Oakota, Qregen. South Dawata, Utah,
Wasnington. ‘Wisconsin, ‘Myoming

Soctas Secunty Administration
Saiinas Dawa Coerauons Center
Sainas. CA 93911

Alapama, Arkansas, Flonda, Georgia, jllinois, Kansas,
Lowisiana, Mississiop1, New Mexica, Okianoma, South
Caraiina. Tennesses, Texas

Social Secunty Administracion
Albuguerque Data Operanons Canter
Albuguerque. NM 87180

Cannecticyt, Detaware, Distne: of Columoia. Indiana,
Kentucxy, Mamne. Maryland, Massachusetts,
Micmgan. New Hampsmire, New Jersey, New Yorx,
Nortn Carolina, Ohio, Pennsyivarua, Rhode isiand,
Vermont, Virgima, 'West Virgima

Social Secunty Administration
Wilkes-8arre Data Operanons Canter
Wilkes-Barre, PA 18763

It you nave na iegai residence or principal place of
business in any state

Soc:at Secunty Agminstragon
Wilkes-Barre Oata Ooerations Canter
Wilkes-Barre, PA 18763

Paperwork Heduction Act Notice.—Ne ask for the
ITOrMAtion on ths form to cacry out the internal Revenue
laws of the United States. You are required to @ive us this
intormation. ‘Ne need it 10 ensure that taxoayers are
COMOIYING with these taws ang to allow us 0 figure and
collect the ngnt amount af tax.

The time needed to comoiete ana file this form will vary
deoending on individual circumstances.

The esumatec average tme s 27 minutes, {f you have
comments concerning the accuracy of this time estimate

or SUggesTIOns for making this form mgre simoale. we
wayld De nacoy t0 hear from you. You can wate 1@ toth
the Intarnai Revanuae Service. Washingron, OC 20224,
Attention: IRS Reports Clearance Qfticer T:FP ana the
Ottice ot Management and Suagat. Pagerwark
Requcnon Pratect (1545-0008), ‘Wasmingten, OC 20503,
Do NQT seng the form [0 etther af these arfices. nsteaq,
see the chart 3Dove for IIormation on waers to seng this

farm.
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5-13 Form MW-5 Employers Payroll/Withholding Tax Report

1891 EMPLOYERS
PAYROLL / WITHHOLOING TAX REPGRT
4th Quartsr MW-3

1. Fenaras Ky Numoer 7. Payrod Tax Groas wagms . i DUE DATE

kinbieniiel JAN 31, 1892

2 SGum i0 Numoer 4. Favron Tan Mis Guarter -
GROSS X 0028

4 Quarter Enang 0 thes rarm

DEC 31, 1991 G P
Sum ol s 8 3

Lifn 11, Wcuciong Gmes wages i Change int Nams
oand s Quarar H WMMD

12 Stite income (a3 Wit .

S vow e 0 TR rOUred 15 e Mo - s Quarter - (qnlam an back}

oG ams‘ar Quwol (IS 2] wIPK YOO ACKTAME

CRICHENE. S (YN YOS GRGR. 13 ACRestents t 3 Preveous
, , Quartes. Exptam on Dacx =

- o this TYm
4 Tott Numoer Empicyees 14, Amownt ol Wit '

]
Sum ot tines 12 5 13
15 Tote amoise Qand B
Wit S rwtm i
(Sum ot lines 10 4 T8 :

[

;i e TILE ey, o3 TR N
. Make Checx P2yatie 1 STATE TREASURER 2 Renam wih 2us Cooy ax OEPT. OF REVENUE. Sax SEIS, Helera, Mornaina S9604-5535
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5-14 MW-10 Annual Reconciliation

1991 !
ANNUAL RECONCILIATION i
(WITHHOLDING TAX ONLY) i
{ 1091 w10 OUE DATE Fadruary 28, 1982 | sBove space zm opmsAmENTISE ChLY
2 |t Feceru Emaover O Numoar . T NumOar Wage Statarnencs (W-2) (Attacriea MONTANA TAX WITHNELD ANO PAID THIS YEAR
e Panog Encing Marcn 31
I O e et 6. Tow Tax T3 vear
L ECNA STAMANT AND A00NG MAc!ing Q08 of Panos Enging June J0
Terens 1907 W
Fanog Enging Sect X0
tummmmm:an:m NQTE 't there is a Oitference detween e
ST cancesed, AT TG 0AWON GaR. | AMOUNTS SHOWN on (4) and (B) Parmog Encang Oecemoer 33
, EXPLAIN fully on an attachied sheet. i
ATTACH EXPLANATION
T j
@) ToraL ;
o ) I Change nNams [}
or Address
{expiain on back)
@E . TEwTRE TITLE (awener, aie) TELEPHONE NUMBEA

Retum This Copy wath W-2 Statements Attacneat: OEPARTMENT QF AEVENUE. 3ax 5835, Helena, Vionana sos0e-s83s  ANNUAL
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5-15 Form UI-5 Employer’s Quarterly Wage Report

OO NCT 'NRITE N THIS SPACE

State of Montana PN
Oepartmant ot Labor and IngdusTy EMPLOYER'S AGENC'Y USE ONLY
Unempioyment Insurance Qivision

Conmoutions Bureay QUARTERLY WAGE
RO, Box 1728, Helena. MT 596241728 REP
Teigonona No. (406) 444.3824 ORT
Annual Taxacle Wage| Quaner Yaar Oue Qate Fegerai ID. No. Canir, Rate
Base Zacn Emgioyee YT
y
S Total Rate |

Amount Datit or Crecit

Ul Account No.

IMPORTANT

Fot your arotecton. venty your Fegeral 10 No. at
the 10D af tfis repart. If it 1S 1 arrar, pieasa show
cafrect numoer hera:

d. Compiate QNLY if there nas ceen any change
in name, MaNing aadrass. Jusingss locaton or
ownersnin. Enter arlecove dats of cnange.

COMPUTATION CF PAYMENT iSee instructons on Back ot Emotover Caay) Business Name
1. Total Wages Pawd This Quarter | ]

Y
2. Totar Excess ‘Wages This Quarter ! | Maning Acaress
3. Taxaole Waqes titem | Minus tem 2} i

4 Taxes Oue itam J Timas Totai Rate) ] |

3. Benanv ang tnterest Cue on itam 4 (Sae instrucuons)

1
3. Adystments (Plaasa Altacn an Exoiananon! { ] Businegss Losanon
T NET PAYMENT | |
SZASED CPSRATIONS ¢ SHecuva Cale
MAKE CHECK PAYABLE TO: UNEMPLOYMENT INSURANCE DIVISION “vas [ No
| CERTIFY THAT THE INFORMATION ON THIS REPORT AND Nama 3na Aadrass of Naw Cwner
ATTACHMENTS IS TRUE AND CORRECT. '3_,__.__ p—
Daie
! |
dignature - Taxpaver Titte | Telepnone Numoer
I t | 3. Yot Ne. 37 emoiavees iisiaa

Jignature - Preparer Titla Teieonone Numpaer 10, No. 3 SErsons an gavrol qunng waax

‘ whien INciuges the tweifth of the montn:

‘ 18t Mo. l 2na Mo. ( 3ra Mo.

Smoioves s Socal Name of Emoloyee Weexs Warked Tmis Cuaner This Cuanar

Sacunty Numoar

Numer of } Torai Wages Pad ' Excess Wages
| |
! !
J ]
| y
!
I
|

|
!
!
|
|
i
|
|

i

L TOTAL NAGES AND EXCESS THIS PAGE =
U3 Rev. 3-89
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5-16 IRS Form 1099-MISC Miscellaneous Income

178

I l 9595 Jvoio ] CORRECTED
Type or machune print PAYER'S name, street adoress, city, state, and 2IP code 1 Rents OME No. 1545-0115
$ 5 :
2 Royatoms Miscellaneous
s ﬂ@91 Income
T 3 Przes, awaros, ete.
3 s
2' PAYER'S Fegeral identification number | RECIPIENT'S ienttication number 4 Federaiincome tax withheld | 5 Fishing poat proceeds Copy A
2 % 3 For
' g Type or machine print RECIPIENT'S name 6 Medical and hesith care paymanls | 7 Nonempigyee compensation lnst:lrl:‘lcﬁg::'::
“ 3 $ Flis with Form 1096.
s ! B Substitute paymcgts nheuof| 9 Payer made direct saies of For Paperwork
Street address (incluging apt. no.) or unter $5.000 or more of consurmer Reduction Act
Procucts to & buyer Notice and
. s (recipient) 10r resaie b instructions for
: City, state, and ZIP code 10 Crop imsurance proceeds 11 State incoma tax withhelg Comblrtlne ts""s
orm, see
$ $ Instructions for
Account aumber (eptional) 2na TiN Not. 12 State/Payer's state number % / / / ’;%gﬂas éggg
' 0 7 % and W-2G.
i form 1099-MISC Department ot the Treasury - internal Revenue Semce
Do NOT Cut or Separate Forms on This Page i
9595 OJvoip [ CORRECTED
Typs or machine print PAYER'S name, street address, city, state, and 2IP coge 1 Rents OMS No. 1545-0115
3 .
T Foraes Miscellaneous
. s ﬂ@g-‘ Income
E 3 Prizes, awaras, etc
2 ]
- PAYER'S Feaeral identificatron number | RECIPIENT'S identification number 4 Federai income tax withheid | 5 Fishing baat proceeas Copy A
H For
: S $ internat Revenue
€ Type or mactune print RECIPIENT'S name & Modical 20g haaith care payments 7 Nonempioyee compensatian Service Center
=)
- 3 3 Flim with Form 1096.
N 8 Substitute payments inheuof ] 9 Payer made direct sales of For Paperwork
i of intefest $5.000 or more of consumer Reduction Act
Street acdress (Inciuding apt. no.) Proaucts to a buyer Notice and
3 (recipignt) for resgie b | instructions far
City, state, and ZIP code N0 Crop insurance proceeds 11 State income tax withbeiad Cmp'fot;"mg ts"e':
$ 3 Instructions tor
' PSS ——— Zd TIN Not_ 2 State/Payer s state rumber /777 Fl‘gg'ss éggg:
i . ) and W-26.
F -M Department of the Treasury - imemal Revenue Service
) om 1099-MISC Do NOT Cut or Separate Forms on This Page
]
: LYY Jvoip (] CORRECTED
Type or machine pnnt PAYER'S name, street address, city, state, and ZIP code 1 Rents OMB No. 1545-011%
s
Miscellaneous
' 2 Royaities
| - ﬂ@91 Income
3
3 3 Pnzes, awargs, etc.
(N
R $
! : PAYER'S Federal wentification number | RECIPIENT'S identriication numoer 4 Federaincome tax withheid | 5 Fishing boat proceeds COPl):'oAr
= 3 s Internal Revenue
I Type or machume prit RECIFIENT'S name 6 Meducal and heaith eare pay 7 ' Service Center
M 3 $ File with Form 1096,
i 8 Substitute payments in heu ot § 9 Payer made diect saies of For Paperwork
H of interest $5.000 or more ot consumer Reduction Act
! Street adaress (inCluding apt. no.) progucts 1o a buyer .1 Notice and
$ (recipient) tor resaie > +__| mstructncns‘:‘m
i compieting this
City, state, ang ZIP coae RO Crop nsurance proceeas 11 State income tax withfiewd !ormg. see
3 3 Instructions tor
. ” Forms 1099.
Account number (optional) 2nd TIN Not. [12 State; Payer s state number 1098, 5498.
D and W-2G.

Form 1099-MISC
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5-17 IRS Form 1096 Annual Summary and Transmittal of U.S, Information Returns

CORRECTED

«m 1096

Denartment of the Treasury
Internat Revenue Service

Annual Summary and Transmittal of
U.S. Information Returns

| OMB Mo 1549 0103‘]

1281

rType of machine pnint FILER'S name (or attach jabel)
Street address (room or suite number)

City. state, and ZIP code

DAY FrEEc R. XOP A

-

3

J

Narne of person

if you are not using a preprinted !abel, enter in \ntormation

Box 1 or 2 below the identification number you
used as the filer on the information returns being
transrrutted. Do not fill in both Boxes 1 and 2.

Telephone number
{ 3

to contact 1f IRS needs more

For Official Use Only

nEnjun

1E yer ider 2 Sotal secunty numper 3 Totat numper of T4 Fegarai income tax withheid |5 Total amoynt reported with this Form 1096
cocuments s s
Check only one box below to indicate the type of form being transmitted. | If this 15 your FINAL return, check here , ]
! :’ i '
—_— |- —_ — ' —_— — —
L ] — L J L l O O - o — L O
! |
w26 1 1098 | 1099 1099-8 1099-0/ 1099-G 1009NT | 1099-MISC | 1099-0D | 1099-PATR | 1099/ | 10993 5498
32 { 81 ! 8 79 91 [ 92 s | % @ 98 i 75 28
! B i i }

Unoer penalties of perjury, | dectare that | have examined this return
complete.

Signature >

ang accompanying gocumems, and, 10 the pest of my kAowiedge and belref, they are true, correct, and

Please return this entire page to the Internal Revenue Service. Photocopies are NOT acceptable.

Instructions

Purpose of Form,—Use this form to transmit paper Forms
1099, 1098, 5498, and W-2G to the Internal Revenue
Service. DO NOT USE FORM 1096 TO TRANSMIT
MAGNETIC MEDIA. See Form 4804, Transmittal of
information Returns Reported on Magnetic Media,

Use of Preprinted Label.—If you received a preprinted
label from IRS with Package 1099, place the label in the
name and address area of this form inside the brackets.
Make any necessary changes to your name and address on
the label, However, do not use the label if the taxpayer
identification number (TIN) shown is incorrect. Do not
prepare your own label. Use only the IRS-prepared label
that came with your Package 1099.

If you are not using a preprinted label, enter the filer's
name, address (including room, suite, or other unit number),
and TIN in the spaces provided on the form.

Filer.—The name, address, and TIN of the fller on this
form must be the same as those you enter in the upper
left area of Form 1099, 1098, 5498, or W-2G. A filer
includes a payer, a recipient of mortgage interest payments,
a broker, a barter exchange, a person reporting reai estate
transactions, a trustee or issuer of an individual retirement
arrangement (including an IRA or SEP), and a lender who
acquires an interest in secured property or who has reason to
know that the property has been abandoned.

Transmitting to IRS.—Group the torms by form number and
transmit each group with a separate Form 1096. For

example, if you must file both Forms 1098 and Forms 1098-A,

compiete one Form 1096 to transmit your Forms 1098 and
another Form 1096 to transmit your Forms 1099-A. Also
submit a separate Form 1096 for each type of corrected form

Box 1 or 2. —Complete ony if you are not using a preprinted
IRS iabel. Individuals not 1n a trade or business must enter
their social security number in Box 2; sote proprietors and all
others must enter theirr empioyer identification number in
Box 1. However, sole proprietors who are not required to
have an employer identification number must enter thesr
social security number in Box 2.

Box 3.—Enter the number of forms you are transmitting
with this Form 1096. Do not include biank or vaided forms or
the Form 1096 in your total. Enter the number of correctly
compieted forms, not the number of pages, being
transrmitted. For example, if you send one page of three-to-a-
page Forms 5498 with a Form 1096 and you have correctly
campieted two Forms 5498 on that page, enter 2 in Box 3 of
Form 1096.

Box 4.—Enter the total Federal income tax withheld shown
on the forms being transmutted with this Form 1096.

Box 5.—No entry is required if you are filing Form 1099-A
or 1099-G. For ali other forms, enter the totai of the
amounts from the specific boxes of the forms listed below:

Form W-2G Box 1
Form 1098 Boxes 1 and 2
Form 1099-B Boxes 2 and 3

Boxes 1a, 5,and 6

Boxes 1 and 3

Boxes 1,2,3.5,6,7.8.and 10
Boxes 1 and 2

Boxes 1.2, 3, and S

Form 1099-DIV
Form 1099-INT
Form 1099-MISC
Form 1099-0I0
Form 1099-PATR

Form 1099-R Box 1
Form 1099-S Box 2
form 5498 Boxes 1 and 2

For Paperwork Reduction Act Notice. see the separate instructions tor Forms 1099, 1098, 5498, and W-2G.

Form 1096 (1951)
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1-1 Articles of Incorporation 181
ARTICLES OF INCORPORATION

OF
MONTANA STITCHERY, INC.

I, the undersigned, desiring to form a corporation for the purpose hereinafter set forth,
do hereby, pursuant to and in conformity with the laws of the State of Montana
promulgate and adopt the following Articles of Incorporation:

L
The name of the corporation shall be:
Montana Stitchery, Inc.
IL.
The period of duration of this corporation shall be perpetual.
HI.
The purposes for which this corporation is organized are as follows:

(a) To engage in the design and manufacturing of original fabric or leather
bags, cases, packs, and any other containers or products, and to market these
products to the public, wholesalers, and/or retailers.

(b)  To provide design and manufacturing services to clients for the purpose
of manufacturing the clients products for their subsequent marketing by said
client.

(©) To acquire by purchase, lease, rental or otherwise, lands and interests in
lands, improved or unimproved, and own, hold, improve, develop, plat, sub-
divide, rent, lease, operate and manage any real estate so acquired, and to erect
or cause to be erected on any lands owned, held or occupied by the corporation,
buildings, or other structures, with their appurtenances, and to manage, operate,
rent, lease, rebuild, enlarge, alter or improve any buildings or other structures
now or hearafter erected on any land so owned, held, or occupied, and any
facilities, stores, shops, suites, rooms or parts of any buildings or other structures
at any time owned, leased, rented or otherwise held by the company, and to
invest, trade, deal in, sell, convey, encumber or otherwise dispose of any lands
or interest in lands and any buildings and other structures.
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1-1 Articles of Incorporation 182

(d) To engage in conduct and carry on a general mercantile business, at
wholesale or retail or both; to acquire by purchase, lease, manufacture or
otherwise, goods, commodities, wares, merchandise and personal property of
every kind and description, and to own, use, trade, deal in, lease, sell, assign,

transfer, encumber, pledge and otherwise utilize, invest in and dispose of the
same.

(e) To engage in any and all manufacturing, merchandising, construction,
service or transportation business of any kind or character whatsoever, and to that
end, to acquire, hold, own, improve and dispose of any and all property, assets,
stocks, bonds, rights, privileges and franchises, of any and every kind.

® To transact and carry on any and all other business which may be
necessary, incidental or proper to the exercise of any or all of the aforesaid
purposes of the corporation or which may tend directly or indirectly to effectuate
the aforesaid objects or any of them, and to facilitate the transaction by the
corporation of such said businesses or the transaction of any business which may
be calculated directly or indirectly to enhance the value of the assets and the
properties of the corporation.

® To provide and furnish services of every kind and description, whether
with compensation or otherwise, and to grant to other persons or corporations the
right or privilege to carry on any kind of business or businesses on any premises
or properties of the company, upon such terms and conditions as this company
shall prescribe.

(h)  To buy, sell, deal in, exchange, encumber, pledge and discount any and
all kinds of bills, notes, accounts, contracts, bonds, negotiable instruments,
commercial paper and other obligations whatsoever, secured or unsecured, and
to engage in the discount and finance business generally and all businesses
pertaining and incidental thereto; to lend and advance money or give credit to
such persons, firms, co-partnerships, societies or corporations, and on such terms
as may seem expedient, and to give guarantees or become security for any such
person; but nothing in these Articles of Incorporation shall be construed to give
this corporation banking powers.

(1) To acquire any business, good will, rights, property and assets of all
kinds, and to assume the whole or any part of the liabilities of any person, firm,
association or corporation engaged in any business which this corporation is
authorized to carry on, upon such terms and conditions as may be agreed. on, and
to pay for the same in cash, stock, bonds, debentures, notes, obllga}tlons,
evidences of indebtedness or other securities of this company; to hold or in any
manner dispose of the whole or any part of the property so acquired, to operate
or conduct in any lawful manner the whole or any part of any business so
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1-1 Articles of Incorporation 183

aqquired and to exercise all the powers necessary or convenient in, or connected
with the conduct and management of such business.

()] To make and perform contracts of any and every kind and description; to
do everything necessary, suitable or proper for the accomplishment of any of the
purposes, or the attainment of any of the objects or the furtherance of any of the
powers herein set forth, either alone or in association with other corporations,
firms or individuals, and to do every act or acts, thing or things, incidental or
appertaining to or growing out of or connected with the aforesaid purposes,
objects or powers, or any thereof, provided the same not be inconsistent with the
laws under which this corporation is organized.

(k) To purchase or otherwise acquire, and to own, hold, sell, assign, transfer,
encumber, pledge, or otherwise dispose of or deal with any bonds or other
securities or evidences of indebtedness created or issued by itself or any other
corporation or association, and any shares of the capital stock or itself or any
other corporation or association, and while owner thereof to exercise all the
rights, powers and privileges of ownership.

)] To the extent authorized by law, to use and apply its capital, capital
surplus, other surplus, earnings or accumulated profits to the purchase or
acquisition of property, and the purchase or acquisition of its own capital stock
from time to time, and to such extent and in such manner, and upon such terms
as its Board of Directors shall determine.

(m) To borrow money for the business of the company and for the purpose of
raising money necessary for the transaction of the business of the corporation or
for any of its purposes, or the acquisition of property, or to secure any
indebtedness of said company, or for any other purpose, to issue bonds,
debentures, notes or other obligations or evidences of indebtedness, and to secure
the same by mortgage, security interest or pledge of any part or all the property
of the company, whether real or personal, or both.

(n) To issue bonds, debentures or other obligations convertible into shares of
any class, in the amounts and on such terms and conditions as may be provided
by resolutions of the Board of Directors.

(0) To the extent authorized by law, to declare and pay dividends out of
depletion reserves, and to make distributions to its shareholders out of capital
surplus, in such amounts and on such terms and conditions as may be provided
by resolutions of the Board of Directors.

{)] The foregoing clauses shall be construed as both objects and powers; and
it is hereby expressly provided that the foregoing enumeration of specific powers
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shall not be construed as limiting or restricting in any manner the powers of the
company.

Iv.

The aggregate number of shares which this corporation shall have authority to issue is
fifty thousand (500,000). Such shares are to consist of one class only, and all of such
shares are and shall be $1.00 par value.

V.

The address of the initial registered office of this corporation is 301 West Main Street,
Central City, Montana 59701, and the name of the initial registered agent of this
corporation at such address is Timothy Leader.

VL.

The number of Directors constituting the initial Board of Directors of this corporation
shall be three. The name and addresses of the persons who are to serve as Directors
until the first annual meeting of shareholders or until their successors are elected and
qualify are as follows:

Timothy Leader Jeffery Workman Innus N. Vestor
301 West Main Street 1435 White Avenue 4500 Prestige Ave
Central City, MT 59991  Central City, MT 59991  Billings, MT 59101
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VIIL.

The name and address of the incorporator are as follows:

Timothy Leader
301 West Main Street
Central City, MT 59991

WITNESS my hand this day of , 1990.
Incorporator
STATE OF MONTANA )
ss:
County of Columbia )
On this day of , 1990, before me, , a

Notary Public for the State of Montana, personally appeared Timothy Leader, known to
me to be the person whose name is subscribed to the within instrument, and as
acknowledged to me that he executed the same.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my Notarial Seal
the day and year in the certificate above written.

Notary Public for the State of Montana
Residing at Central City, Montana
(NOTARY SEAL) My commission expires:
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BY-LAWS OF
MONTANA STITCHERY, INC.
ARTICLE I
SHAREHOLDERS

Section 1. PLACE OF HOLDING MEETINGS. All meetings of the shareholders shall be held at the
office of the corporation in the State of Montana.

Section 2. VOTING. Shareholders having the right to vote shall be entitled to vote at meetings either in
person or by proxy appointed by instrument in writing subscribed by the shareholder or by his duly
appointed attorney. Each shareholder shall be entitled to one vote for each share of stock registered in his
name on the books of the corporation; provided, however, that at each meeting after the first meeting of
the shareholders no stock shall be voted which shall have been transferred on the books of the corporation
within twenty days next preceding such meeting.

Section 3. QUORUM. Except as provided by law, any number of shareholders together holding a
majority of the stock issued and outstanding and entitled to vote thereat, who shall be present either in
person or by proxy at any meeting duly called, shall constitute a quorum for the transaction of business.

Section 4. ADJOURNMENT OF MEETING. If less than a quorum shall be in attendance at any time
for which the meeting shall be called, the meeting may, after the lapse of a least an hour, be adjourned
from time to time by a majority vote of the shareholders present or represented and entitled to vote thereat,
until a quorum be present.

Section 5. ANNUAL ELECTION OF DIRECTORS. The annual meeting of shareholders for the election
of directors and the transaction of other business shall be held on the 15th day of Januvary of each year,
at the hour of 9:00 a.m.: provided, that if such meeting date shall fall upon a legal holiday, then the
meeting shall be held upon the next succeeding business day.

Section 6. SPECIAL MEETINGS, HOW CALLED. Special meetings of the shareholders for any purpose
or purposes may be called by the President, and shall be called upon the written request of a majority of
the directors or of a majority in interest of the shareholders entitled to vote.

Section 7. MANNER OF VOTING. At all meetings of shareholders all questions, except as otherwise
expressly provided by statute or by these by-laws, shall be determined by a majority vote of the shares held
by shareholders present in person or by proxy and entitled to vote; provided, however, that any qualified
voter may demand a vote by ballot; and in that case, such vote shall immediately be taken.

Section 8. NOTICE OF MEETING. Written or printed notice, stating the time and place of meeting, and
in the case of special meetings, the general nature of the business to be considered, shall be given by the
Secretary to each shareholder entitled to vote at the meeting, by delivering the same in person or l?y
depositing the same in the United States mail, properly stamped and prepaid and addressed to said
shareholder at his last post office address, as shown by the records of the corporation, at least ten (10) days
before the meeting. No business other than that stated in the notice of a special meeting shall be transacted
at such special meeting without the unanimous consent of all the shareholders entitled to vote at such

meeting.

Section 9. DELAYED ANNUAL MEETING. Whenever the annual meeting of shareholders for the
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election of dil_'ectors shall for any reason not be held on the date or at the time in these By-Laws specified,
then 'the President or a majority of the directors may at any time there-after and before the mext annual
meeting, call a delayed annual meeting of the shareholders for the election of directors and the transaction

of other proper business. Notice of any such delayed annual meeting shall be given as provided in Article
1, Section 8, of these By-Laws.

ARTICLE 11
DIRECTORS
Section 1. NUMBER OF DIRECTORS. The number of directors shall be three.

Section 2. CHANGE IN NUMBER OF DIRECTORS. The number of directors may from time to time
be changed by amendment of Article II, Section 1 of these By-Laws.

Section 3. FIRST MEETING. The newly elected directors may hold their first meeting for the purpose
of organization and the transaction of business, if a quorum be present, immediately after the annual
meeting of the shareholders, without notice; or the time and place of such meeting may be fixed by consent
in writing of all the directors.

Section 4. ELECTION OF OFFICERS. At such meeting the directors shall elect a President, one or more
Vice-Presidents, a Secretary and a Treasurer. The President and Vice-Presidents shall be directors. Each
officer shall hold office until the next annual election of officers, and until his successor is elected and
qualified. In case such successor shall not be elected at such annual organization meeting, he may be
chosen at any subsequent meeting of directors, or by unanimous resolution of the directors acting without
a meeting.

Section 5. REGULAR MEETINGS. Regular meetings of the directors shall be held without notice on the
1st of each month, at the hour of 9:30 o’clock A.M.; provided, that is any such meeting date shall fall
upon a legal holiday, then the meeting shall be held upon the next succeeding business day.

Section 6. SPECIAL MEETINGS. Special meetings of the directors may be called by the President or
Secretary on his own initiative, and shall be called on the written request of any two directors; and two
days actual notice thereof shall be given to each director.

Section 7. QUORUM. A majority of the directors shall constitute a quorum for the transaction of
business.

Section 8. PLACE OF MEETING. The directors may hold meetings and have one or more offices, and
keep the books of the corporation outside of the State of Montana, at any office or offices of the
corporation, or at any other place as they may from time to time by resolution determine.

Section 9. GENERAL POWERS OF DIRECTORS. The Board of Directors shall have oversight over
the management of the business of the corporation, and, subject to the restrictions imposed b-y law, by the
articles of incorporation, or by these By-Laws, may exercise all the powers of the corporation.

Section 10. SPECIFIC POWERS OF DIRECTORS. Without prejudice to such general powers it is hereby
expressly declared that the directors shall have the following powers, to-wit:

(a) To make and change regulations, not inconsistent with these By-Laws,
for the management of the corporation’s business and affairs.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



1-2 By-Laws 188

{(b) To adopt and alter a common seal of the corporation.

(c) To Purcjhase or f)therwise acquire for the corporation any property, rights, or privileges which the
corporation is authorized to acquire, and dispose of or otherwise deal with the same.

(d) To pay for the property purchased for the corporation either wholly or partly in money, stock, bonds,
debentures or other securities of the corporation.

(¢) To fix and from time to time change the consideration for which shares of the capital stock of the
corporation may be issued and sold.

(f) To borrow money and to make and issue notes, bonds and other negotiable and transferable
instruments, mortgages, deeds of trust and trust agreements, and to sell, lease, exchange or otherwise
dispose of property and assets, with or without the good will, of the corporation, upon such conditions,
and for such consideration, which may consist in whole or in part or money or property, real and personal,
including shares of any other corporation, domestic or foreign, as shall be authorized by the Board of
Directors, and to do every act and thing necessary to effectuate the said powers and either and all thereof.

(8) To remove any officer at any time with or without cause and with or without notice, and in their
discretion, from time to time, to devolve the powers and duties of any officer upon any other person for
the time being.

(h) To appoint and remove or suspend such subordinate officers, agents, or factors as they may deem
necessary and to determine their duties, and to fix, and from time to time change, their salaries or
remuneration, and to require security as and when they think fit.

(1) To confer upon any officer of the company the power to appoint, remove and suspend subordinate
officers, agents and factors.

()) To determine who shall be authorized on the corporation’s behalf to make and sign bills, notes,
acceptances, endorsements, checks, releases, receipts, contracts and other instruments.

(k) To determine who shall be entitled to vote in the name and behalf of the corporation upon, or to assign
and transfer, any shares of stock, bonds, or other securities of other corp[orations, or of itself, held by this
corporation.

(I) To delegate any of the powers of the Board in relation to the ordinary business of the corporation to
any officer or officers, to be exercised between meetings of the directors.

(m) To call special meetings of the shareholders for any purpose.

Section 11. COMPENSATION OF DIRECTORS. Directors shall not receive any stated salary for their
services as directors, but by resolution of the board a fixed fee and expenses of attendance may be allowed
for attendance at each meeting, Nothing herein contained shall be construed to preclude any directors from
serving the corporation in any other capacity as an officer, agent or otherwise, and receiving compensation
therefor.

Section 12. INDEMNIFICATION OF DIRECTORS AND OFFICERS. Each director and each officer
of this corporation, and each person who may have served at the request of this corporation as a direc.tor
or officer, or both, of another corporation in which this corporation owns or may own shgres of capital
stock or of which it is or may be a creditor, shall in consideration of his services be indernified, whether
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then in office or not, against any and all claims, liabilities, expenses and costs reasonably incurred by him
in connection with the defense, comprise or settlement of any action, suit or proceedings, civil or criminal

in which he is_ made a party by reason of being or having been such director or officer, or by reason 0;’
any act or omission to act as such director or officer, provided that he shall not have been derelict in the
performance of his duty as to the matter or matters in respect of which such claim is asserted or such

action,.suit or prqceeding brought. the foregoing right of indemnification shall not be exclusive of any
other rights to which any officer or director may be entitled as a matter of law.

ARTICLE III
OFFICERS

Section 1. The officers of the corporation, in addition to the directors, shall be a President, one or more
Vice-Presidents, a Secretary and a Treasurer; one person may hold the offices of Secretary and Treasurer,
or Vice-President and Secretary, or Vice-President and Treasurer.

Section 2. PRESIDENT. The President shall be the chief executive and administrative officer of the
corporation. He shall when present preside at all meetings of the directors, and act as temporary chairman
at and call to order all meetings of the shareholders; he shall have power to call special meetings of the
shareholders and of the directors for any purpose or purposes, to appoint and discharge, subject to approval
of the directors, the employees and agents of the company and fix their compensation, and to make and
sign contracts and agreements in the name and behalf of the corporation, and while the directors are not
in session he shall have general management and control of the business and affairs of the corporation; he
shall see that the books, reports, statements and certificates required by the statutes of Montana or those
of any other jurisdiction in which business is transacted by the corporation, are properly kept, made and
filed according to law; and he shall generally do and perform all acts incident to the office of the President
or which are authorized or required by law.

Section 3. VICE-PRESIDENTS. The Vice-Presidents shall be vested with all the powers and shall
perform all the duties of the President in the absence of disability of the latter, unless or until the directors
shall otherwise determine. They shall have such other powers and perform such other duties as shall be
delegated to them by the President or Board of Directors. Whenever there shall be two or more Vice-
Presidents in office, then in case of the absence or disability of the President, his powers and duties shall
devolve upon the Vice-Presidents in the order of their election, or if elected simultaneously, in the order
designated by the Board of Directors.

Section 4. SECRETARY. The Secretary shall give, or cause to be given, notice of all meetings of
shareholders and directors, where necessary, and all other notices required by law or by these By-Laws,
and in case of his absence or refusal or neglect so to do, any such notice may be given by any person
thereunto authorized or directed by the President, or by the Directors or shareholders upon whose
requisition the meeting is called. He shall record all the proceedings of the meeting of the shareholders
and directors in a book to be kept for that purpose, and shall perform such other duties as may be assigned
to him by the Directors or the President. He shall have the custody of the seal of the corporation and shall
affix the same to all instruments requiring it , when authorized by the Directors of the President, and attest

the same.

Section 5. TREASURER. The Treasurer shall have the custody of all funds, securities, evidence of
indebtedness and other valuable documents of the corporation; he shall receive and give or cause to be
given receipts and acquittances for moneys paid in on account of the corporation and shall pay out of the
funds on hand all just debts of the corporation or whatever nature upon maturity of the same; he shall enter
or cause to be entered in books of the corporation to be kept for that purpose full and accurate accounts
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of all moneys received and paid out on account of the corporation, and whenever required by the President
or the Directors, he shall render a statement of his cash accounts; he shall keep or cause to be kept such
other books as will show a true record of the expenses, losses, gains, assets and all liabilities of the
corporation; he shall, unless otherwise determined by the directors, have charge of the original stock books
transfer books and stock ledgers and act as transfer agent in respect of the stock and securities of tht;
corporation; and he shall perform all of the duties incident to the office of Treasurer. When required by

the Board of Directors he shall give the corporation a bond for the faithful discharge of his duties in such
amount and with such surety as the board may prescribe.

ARTICLE 1V
RESIGNATIONS; FILLING OF VACANCIES

Section 1. RESIGNATIONS. Any director, member of a committee or other officer may resign at any
time. Such resignation shall be made in writing, and shall take affect at the time specified therein, and if
no time be specified, at the time of its receipt by the President or Secretary. The acceptance of a
resignation shall not be necessary to make it effective.

Section 2. FILLING OF VACANCIES. If the office of any director or other officer becomes vacant, the
directors in office may appoint any qualified person to fill such vacancy, who shall hold office for the
unexpired term and until his successor shall be elected or appointed and qualified.

ARTICLE V
CAPITAL STOCK

Section 1. ISSUE OF CERTIFICATES. The President shall cause to be issued to each shareholder one
or more certificates, under the seal of the corporation, signed by the President or Vice-President and the
Treasurer or Secretary, certifying the number of shares owned by him in the corporation.

Section 2. TRANSFER OF SHARES. The shares of stock of the corporation shall be transferable only
upon the books of the corporation by the holders thereof in person or by their duly authorized attorneys
or legal representatives, and upon such transfer the old certificates shall be surrendered to the corporation
by the delivery thereof to the person in charge of the stock and transfer books and ledgers, or to such
other person or corporation as the directors may designate as Register or Transfer Agent, by whom they
shall be cancelled, and new certificates shall be thereupon issued. A record shall be made of each transfer,
and a duplicate thereof mailed to the principal office in Montana, if made elsewhere, and wherever a
transfer shall be made for collateral security, and not absolutely, it shall be so expressed in the entry of
the transfer.

Section 3. DIVIDENDS. The directors may declare dividends from the surplus or net profits arising from
the business of the corporation, and from reserves when allowed by law, as and when they deem expedient.
Before declaring any dividend there may be reserved out of accumulated profits or reserves a such sum
or sums as the directors from time to time in their discretion think proper for working capital or as a
reserve fund to meet contingencies or for equalizing dividends, or for such other purposes as the directors
shall think conducive to the interests of the corporation. The directors shall not close the transfer' books
but may set a record date upon which the transfer agent will take a record of all shareholders entitled to
the dividend without actually closing the books for transfer of stock.
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ARTICLE VI
MISCELLANEOUS PROVISIONS

Section 1. CORPORATION SEAL. The Corporate Seal shall be circular in form and shall contain the
name of the corporation and the words, "Corporation Seal Montana.”

Section 2. PRINCIPAL OFFICE. The principal office shall be established and maintained at 301 West
Main Street, Central City, Montana 59991.

Section 3. CHECKS, DRAFTS AND NOTES. Until otherwise ordered by the Board of Directors, all
checks, drafts and other orders for the payment of money, and notes or other evidences of indebtedness

issued in the name of the corporation shall be signed by any one of the President, a Vice-President or the
Treasurer.

Section 4. AMENDMENTS. The Board of Directors, by the affirmative vote of a majority of the
directors, may at any meeting amend, alter, or repeal any of these By-Laws, or adopt new By-Laws;

provided, however, that in the case of special meetings the substance of the proposed amendment shall have
been stated in the notice of the meeting.

CERTIFICATION OF ADOPTION OF BY-LAWS

1, the undersigned, as Secretary of Progressive Communications, Inc., a Montana corporation, do
hereby certify that the above and foregoing By-Laws were duly adopted as the By-Laws of said corporation
by the Board of Directors by resolution adopted on .

Secretary
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PARTNERSHIP AGREEMENT

Tim Leader (hereinafter Tim), Jeff Workman (hereinafter Jeff), and Innus N. Vertor
(hereinafter Innus), of Silver Bow County, in the State of Montana, agree as follows:

1. To voluntarily associate themselves together as General Partners
for the purpose of conducting the general business of manufacturing nylon and leather
bags and other such related activities as may pertain to same. The scope of this
partnership shall not be limited to any one specific field of endeavor and may be
expanded at any future time by agreement of both Partners.

2. The name of the partnership shall be Montana Stitchery.

3. Said partnership shall commence on the execution of this Agreement and shall
continue until dissolved by mutual agreement of the parties or terminated as herein
provided.

4. The principal places of business of the Partnership shall be at 100 Main Street,
Central City, Montana, and such other place or places as may be mutually agreed on by
the parties hereto.

5. The initial capital of said partnership shall consist of computer equipment valued
at $5,000 and cash of $5,000 from Tim, $10,000 in cash from Jeff, and $20,000 from
Innus, totalling Fourty Thousand dollars ($40,000).

6. Partnership income shall come from the following sources:

Sales of Nylon and leather Bags;

Interest on partnership funds deposited in interest bearing accounts;

and any other source that may presently or in the future realize income
through the joint efforts of the partners.

7. No partner shall withdraw any portion of the capital of the Partnership, borrow
against any asset of the Partnership, or otherwise encumber any asset of the Partnership
without the express written consent of the other Partners.

8. Any net profits or losses that may accrue to the Partnership shail be distributed
to or be borne by the Partners in proportion to their initial investment as described in
part 5, that is Twenty-Five Percent (25 %) for Tim, Twenty-Five Percent (25 %) for Jeff,
and Fifty Percent (50%) for Innus: It is understood that each of the Partners be
responsible for any encumbrances, taxes, insurance and other expenses related to the
operation of said business in the same proportions as profit and losses.

9. The partnership shall maintain checking or other accounts in such
bank or banks as the Partners shall determine, and all funds received by
the firm shall be deposited. Withdrawals shall require both partners’
signatures.

10. At all times during the continuance of the Partnership, the Partners shall keep
accurate books of account in which all matters relating to the Partnership, including all
income, expenditures, assets and liabilities thereof, shall be entered. S:}id books shall
be kept on a cash or accrual basis and shall be open to examination by either Partner at
any time.

1l. The fiscal year of the Partnership shall end on the 3lst day of
December of each year.
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12. A complete accounting of the Partnership affairs as of the close of business on
the last day of each calendar month of each year shall be rendered to each Partner within
ten (10) days after the close of each such month. On each accounting being made, the
net profits and losses of the Partnership shall be distributed to the Partners as herein
provided or by subsequent agreement. Except as to manifest errors brought to the other
Partner within thirty (30) days after its rendition, each such accounting shall be final and
conclusive as to the Partners.

13. The interest in the overall good of the Partnership shall take precedence over the
individual interest of a Partner.

14. In general, the responsibilities of the Partners shall be as follows:

Tim: Shall be responsible for the general management of the company,
marketing, overseeing operations, and scheduling of work efforts.

Jeff: Shall be responsible for the financial management of the company
including funds management, payroll, taxes, invoicing, collections, and
complying with all governmental regulations regarding employee
withholding, taxes, insurance, and all other financial and fiduciary
responsibilities.

Innus: Shall have no responsibilities in the day to day operations, but shall
participate in overall company goals and strategies.

15. Each Partner shall devote such time as may be necessary to carry out the
Partnership business, it being specifically understood that the Partners will utilize their
best efforts to divide the responsibilities for the operation of the Partnership on an equal
basis.

16. Each Partner shall have an equal voice in the management of the Partnership and
shall have authority to bind the Partnership in making contracts and incurring obligations
in the name and on the credit of the firm. Provided, however, no Partner shall incur any
obligations in the name or on the credit of the firm exceeding FIVE-HUNDRED
DOLLARS ($500.00) without the express written consent of the other Partners. Any
obligation incurred in violation of this provision shall be charged to and collected from
the individual Partner incurring such obligation.

17. No Partner shall be entitled to a salary unless otherwise agreed to by a subsequent
agreement.

18. The term "net profits” as used in this Agreement shall mean the net profits of the
Partnership as determined by generally accepted cash accounting principals for each
accounting period provided for in this Agreement. .

19. Any Partner may withdraw from the Partnership at the end qf any accounting
period by giving the other Partner thirty (30) days’ written notice of his intention to do
$O.

20. On dissolution of the Partnership by the death, withdrawal, termination or other
act of any Partner, the remaining Partners may continue the Part'nership business by
purchasing the interest of the other Partner in the assets and goodw1_11 of the Partnership
and the remaining Partners shall have the option to purchase such interest of the other
Partner by paying to such Partner or his personal representative the value of such interest
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determined as provided in Paragraph 21 of this Agreement.

21. On exercise (?f Fhe option described in Paragraph 20 of this Agreement to
purchase the Partnership interest of a deceased, withdrawing, or terminated Partner, the
remaining Partners shall pay to the person legally entitled thereto the value of such
interest_as shown on the last regular accounting, per appraisal, of the Partnership
preceeding such dissolution together with the full unwithdrawn portion of such deceased,
withdrawi'ng, or terminated Partner’s distributive share of any net profits earned by the
Partnership between the date of such accounting and the date of the dissolution of the
Partnership.

22. Should the Partnership be dissolved by the death of either Partner, the remaining
Partners shall have ninety (90) days from the date of the death of the deceased Partner
to purchase the interest of the deceased Partner in the Partnership and to pay to the
personal representative of such deceased Partner the value as provided in Paragraph 21
of this Agreement. During such ninety (90) day period following the death of either
Partner, the remaining Partners may continue the business of the Partnership but the
estate or personal representative of the deceased Partner shall not be liable for any
obligations incurred in the Partnership business during such period beyond the amount
includable in the estate of the deceased Pariner already invested or involved in the
Partnership on the date of the deceased Partner’s death. The estate of the deceased
Partner shall be entitled, at the election of the personal representative of the deceased
Partner, to either the respective proportion of the net profits earned by the Partnership
business during the thirty (30) day accounting period or, to interest in the Partnership
business at the rate of Ten Percent (10%) per annum on the value of such interest
determined as provided in Paragraph 21 of this Agreement.

23. On any purchase and sale being made pursuant to the provisions of Paragraph
20, 21, or 22 of this Agreement, the remaining Partner shall assume all obligations of the
Partnership and shall hold the withdrawing Partner, the personal representative and estate
of a deceased Partner, and the property of any such withdrawing or deceased Partner free
and harmless from all liability for such obligations. Further, the remaining Partner, at
his own cost and expense, shall immediately cause to be prepared, filed, served, and
published all such notices as may be required by law to protect the withdrawing Partner
or the personal representative or estate of a deceased Partner from liability for the future
obligations of the Partnership business.

24. On dissolution of the Partnership other than as provided in Paragraphs 20, 21,
and 22 of this Agreement, the affairs of the Partnership shall be wound up, the assets of
the Partnership liquidated, all debts paid, and the surplus divided among the partners
according to their net worths in the Partnership business.

25. The Partners agree to determine a net worth of the Partnership business at the
end of each fiscal year based upon standard accounting and business appraisal principles.
This value will serve as an established market value of the business for the purposes of
a deceased, withdrawing, or terminated Partner. The Partners agree that.any discrepancy
as to the value of the business shall be determined by a third party arbitrator
within ninety (90) days from the death, withdrawal or termination of sa%d Partner.

26. Any and all notices between the parties provided for or permitted under this
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Agreement or by law shall be in writing and shall be deemed duly served when
personally delivered to a Partner, or, in lieu of such personal service, when deposited
in the United States mail, certified, postage prepaid, addressed to such Partner at the
address of the principal place of business and signed copy thereof shall be filed and kept
with the books of the Partnership.

27. On all monthly accountings provided for in this Agreement, the goodwill of the
Partnership business shall be valued at One Dollar ($1.00) and no more.

28. This instrument contains the sole and only agreement of the parties relating to
their Partnership and correctly sets forth the rights, duties, and obligations of each to the
other. ir} connection therewith as of its date. Any prior agreements, promises,
negotiations, or representations not expressly set forth in this agreement are of no force
or effect.

Executed on at

State of )
) Ss.
County of )

Before me, the undersigned authority, personally appeared

, and

2

, who, after being

duly sworn, acknowledged execution of the preceding instrument.

Sworn to and subscribed before me this day of ,

19

Notary Public

My commission expires:
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MINUTES OF ORGANIZATION MEETING
OF BOARD OF DIRECTORS OF MONTANA STITCHERY, INC.
June 1, 1992

The organization meeting of the board of directors of Montana Stitchery, Inc., a
Montana corporation, was held at Central City, Montana, on June 1, 1992 on Monday,
at 1:00 PM, pursuant to call thereof by the incorporator and waiver of notice thereof by
the director, which Call and Waiver, marked Exhibit "A" is hereby annexed. Tim

Leader, Jeffery Workman, and I.N. Vestor, being the initial directors, were all present
and participated in the meeting.

Tim Leader acted as chairman and designated Mary Leader to act as secretary of
the meeting.

Tim Leader was nominated for the position of Chairman of the Board. There
being no further nominations, it was moved and unanimously carried that said nominee
be elected to said position.

The chairman presented a proposed code of By-laws, a copy of which, Marked
Exhibit "B", is attached to these minutes. After examination of said proposed By-laws
by the directors, and general discussion, it was moved, seconded, and unanimously
carried that the following resolution be adopted, to-wit:

"BE IT HEREBY RESOLVED, that the proposed code of By-laws
presented to this meeting be and is hereby adopted as the By-laws
of this corporation.”

The next order of business being the election of officers, Tim Leader was
nominated for the office of president, Jeff Workman for the office of vice president,
Mary Leader for the office of secretary, and Jeff Workman for the office of treasurer.
There being no further nominations for any of the said offices, it was moved and
unanimously carried that the nomination for each of said offices be closed, and that the
secretary of the meeting be directed to cast the unanimous ballot of the directors for the
election of each said nominee for said respective offices. That having been done, the
chairman declared Tim Leader elected as president, Jeff Workman as vice president,
Mary Leader as secretary, and Jeff Workman as treasurer of the corporation, to serve
until their respective successors are elected and qualified.

The next order of business was a discussion of a depository for t'he funds of _the
corporation. After further discussion, it was moved, seconded, and unanimously carried

that the following resolution be adopted to-wit:

"RESOLVED, That the Montana Bank of Central City is hereby designated as a
depository for the funds of this corporation, and any officer or other person
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hereinafter named is hereby authorized for and on behalf of this corporation to
open or continue an account or accounts with said Bank and to execute and
deliv_er to said Bank signature card or cards supplied by said Bank containing
specimen signatures of officers or other persons hereinafter named and assenting
to said Bank’s Rules and Regulations Governing Bank Accounts, and that any
officer or other person hereinafter named is hereby authorized for and on behalf
of this corporation to endorse or cause to be endorsed and to deposit or cause to
be deposited in such account or accounts from time to time checks, drafts and
other instruments and funds payable to or held by this corporation.

"RESOLVED, That checks, drafts and other withdrawal orders and any and all
other directions and instructions of any character wit respect to funds of this
corporation now or hereafter with said Bank may be signed by any one of the
following:

Tim Leader

Jeff Workman
and said Bank is hereby fully authorized to pay and charge to such account or
accounts any checks, drafts and other withdrawal orders so signed, and to honor
any directions or instructions so signed, whether or not payable to the individual
order of or deposited to the individual account of or inuring to the individual
benefit of any of the foregoing officers or persons.

"RESOLVED, That both of the following:

Tim Leader and

Jeff Workman
hereby are authorized, for and on behalf of this corporation, at any time or from
time to time to borrow money from said Bank in such amounts, at such rate or
rates of interest and upon such terms as they may see fit; to execute and deliver
notes or other evidences of indebtedness of this corporation therefor, and
extensions and renewals thereof; to sell, assign, transfer, mortgage, pledge or
otherwise hypothecate to said Bank any bills receivable, accounts, contracts,
warehouse receipts, bills of lading, stocks, bonds, chattels, real estate or other
property of this corporation as security; to give guaranties and other undertakings
to said Bank; to discount with said Bank bills receivabie of this corporation and
to authorize modifications and extensions with respect thereto and to waive
demand presentment, protest and notice of dishonor; and to do, authorize and
agree to any and all other things at any time or from time to time in connection
with any of the foregoing as they may deem appropriate.,

"RESOLVED, That Said Bank shall be entitled to rely upon a cer.tiﬁed copy of
these resolutions until written notice of modification or rescission has been

furnished to and received by said Bank."
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The chairman stated that Tim Leader has offered to transfer to this corporation
a computer plus $5,000 cash in exchange for 2,000 shares of the capital stock of this
corporation; that Jeff Workman has offered to transfer to this corporation $10,000 cash
in exchange for 2,000 shares of the capital stock of this corporation; that Innus N. Vestor
has offered to transfer to this corporation $25,000 cash in exchange for 5,000 shares of
the capital stock of this corporation; all stock to be at $5.00 per share and to be issued
as fully paid an non-assessable. After further discussion, it was moved, seconded and
unanimously carried that the following resolution be adopted, to-wit:

"BE IT HEREBY RESOLVED, That this corporation purchase from Tim Leader
the computer plus $5,000 cash in exchange for said 2,000 shares of capital stock
of this corporation; that this corporation purchase from Jeff Workman $10,000
cash in exchange for said 2,000 shares of capital stock of this corporation; and
that this corporation purchase from Innus N. Vestor $25,000 cash in exchange for
said 5,000 shares of capital stock of this corporation.

"BE IT FURTHER HEREBY RESOLVED, that Tim Leader’s equity in the said
properties be and hereby found to be of a true value of $10,000; and that in
payment for said interest of Tim Leader this corporation issue to Tim Leader
2,000 shares each of its capital stock, upon receipt of conveyances and
assignment of the said property; that in payment for said interest of Jeff Workman
this corporation issue to Jeff Workman 2,000 shares each of its capital stock,
upon receipt of conveyances and assignment of the said $10,000 cash; and that
in payment for said interest of Innus N. Vestor this corporation issue to Innus N.
Vestor 5,000 shares each of its capital stock, upon receipt of conveyances and
assignment of the said $25,000 cash.

"BE IT FURTHER HEREBY RESOLVED, That the said capital stock when
issued shall be fully paid and non-assessable.

"FURTHER RESOLVED, That the officers of the corporation be and are hereby
authorized and directed to make, execute and deliver any and all instruments and
to perform any and all acts which shall in their judgment be necessary and proper
to give effect to this resolution.”

It was stated that in connection with the authorization and issuance of said stock,
it would be advisable to take advantage of the provisions of Section 1244 of the Internal
Revenue Code 1954 and regulations issued thereunder, and for that purpose to adop_t a
plan to issue Section 1244 stock. After discussion, it was moved, seconded and carried

that the following resolutions to be adopted, to-wit:

"BE IT HEREBY RESOLVED, that the following plan be and the same is hereby
adopted by this corporation, to-wit:

"Plan to issue Section 1244 stock.

'1. The plan as herein set forth, after its adoption by the board of directors of
this corporation, shall become effective June 1, 1992.
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2. The corpqration is authorized to offer and issue 9,000 shares of its capital
stock at a price of $5.00 per share, and all of said stock shall be issued
subsequent to the date and time as of which the plan becomes effective.

’3. The corporatiop shall offer and issue such 9,000 shares of capital stock from
and after the effective date and time of this plan, until May 31, 1994, or until the

date and ti.me when the corporation shall make any subsequent offering of capital
stock, whichever termination date shall sooner occur.

’4. During such period as set forth in paragraph 3 of this plan, the corporation
shall offer and issue only the capital stock included in this plan and no other
capital stock.

’5. The maximum amount to be received by the corporation in consideration of
the stock to be issued pursuant to this plan shall be $45,000.00.

’6. The capital stock to be issued pursuant to this plan shall be issued only for
cash and other property (other than stock or securities).

7. All such other actions shall be taken by the corporation as shall be
appropriate to qualify the stock to be offered and issued pursuant to this plan as
"Section 1244 Stock", as such term is defined in the Internal Revenue Code and
the regulations issued thereunder.

“BE IT FURTHER HEREBY RESOLVED, that there is hereby authorized to be
issued by this corporation pursuant to the terms of the foregoing plan, 9,000
shares of the capital stock of this corporation at a price of $5.00 per share, and
that all of said capital stock when issued and paid for shall be fully paid and non-
assessable;

*BE IT FURTHER HEREBY RESOLVED, that the officers of this corporation
be and are hereby authorized and directed to make, execute and deliver to the
purchaser or purchasers of said capital stock, or their nominees, a certificate or
certificates for the said shares of capital stock so purchased and sold upon receipt
by this corporation of payment in full therefor;

"BE IT FURTHER HEREBY RESOLVED, that the officers of this corporation
be and are hereby authorized and directed to do and perform all such acts, and
to make, execute and deliver all such documents as shall in their judgement be

necessary and proper to give effect to this resolution.”

After further discussion, it was moved, seconded and unanimously carried that
the following resolution be adopted, to-wit:

"BE IT HEREBY RESOLVED, that this corporation upon completioq of the
transfer of said assets to the corporation enter into and conduct a business to
engage in the design and manufacturing of original fabric or leather bags, cases,
packs, and any other containers or products, and to mark?t these products to _the
public, wholesalers, and/or retailers; and to provide design and manufacturing
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services to clients for the purpose of manufacturing the clients products for their
subsequent marketing by said client;

"BE IT FURTHER HEREBY RESOLVED, that the officers of this corporation
be and are hereby authorized and directed to make, execute and deliver any and
all instruments and documents and to perform any and all acts, which shall in
their judgment be necessary and proper to give effect to this resolution."

No further business appearing, it was moved and unanimously carried that the
meeting adjourn.

APPROVED:

Chairman
ATTEST

Secretary
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EXHIBIT "A"
CALL AND WAIVER OF ORGANIZATION MEETING OF
MONTANA STITCHERY, INC.
June 1, 1992

The undersigned, incorporator of Montana Stitchery, Inc., a Montana corporation,

hereby calls the organization meeting of the Board of Directors, on June 1, 1992, at 1:00
PM, for the following purposes, to-wit:

1. Adoption of a code of By-laws for the corporation;

2. Election of Chairman of the board of directors;

3. Election of Officers;

4. Designation of a depository for the funds of the corporation;

5. Consideration of Tim Leader, Jeff Workman, and I.N. Vestor transferring

to the corporation assets in exchange for stock;
6. Consideration and adoption of a plan for issuance of Section 1244 Stock;

DATED this 1st day of June, 1992.

INCORPORATOR

The undersigned directors hereby waives any other or further notice of said
meeting, and consents to the holding thereof without other or further notice.

DATED this 1st day of June, 1992,

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



4-1 Personal Note 202

PROMISSORY NOTE

$10, 000 July 1, 1992

As hereinafter provided Montana Stitcherv, Inc., the
undersigned corporation promises to pay Tim Leader of Central

City, Montana,or order, the sum of Ten Thousand Dollars

($10,000) for value received, payable at Central City,
Montana, plus interest upon the principle balance at the rate

of Twelve percent (12%) per annum from July 1, 1992, payable

on or before June 30, 1993.

Failure to pay this note in full when due shall, at the option
of the holder hereof, cause the entire unpaid principle
balance, plus all accrued interest, to become immediately due

and payable.

The maker agrees in case of default in the payment of this
note, principal of interest, to pay all costs and expenses of
collecting the same, including reasonable attorney’s fees to

be fixed and determined by the court.

The Maker hereof and endorses hereon waives demand, protest

and notice of non-payment.

Montana Stitchery, Inc.

As its President
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TITLE: Bookkeeper/Accounting Clerk

DESCRIPTION:

This position will maintain systematic and current
records of accounts and business transactions, and to
prepare periodic financial statements showing all
accounts receivable and accounts payable.

DUTIES AND RESPONSIBILITIES:

1. Analyze and record all accounts receivable and accounts
payable transactions.

2. Balance accounts and compute interest charges.

3. Calculate company payroll.

4. Make up employees’ paychecks and record payroll
deductions.

5. Handle employees’ check requests, advancements and
purchases.

6. Record all internal financial transactions.

7. Prepare and mail customer bills.

8. Answer telephone requests regarding orders and billing.

9. Report to and follow direction of Company accountant or
head bookkeeper.

10. Assist accountant 1in following Company’s operating
expenses.

JOB SPECIFICATIONS:

Education: High school diploma with additional
business courses including training in
bookkeeping machines, computers, business
math, and office practices.

Experience: A minimum of one year experience beyond
training with duties including processing
payroll and accounting debit and credit
transactions.

Skills: Use of a 10 key calculator by touch. Use
of a personal computer accounting system
and spreadsheet calculator. Accuracy and
an ability to concentrate on details and
numbers essential. Cooperative nature
required.
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MONTANA STITCHERY, INC
EMPLOYMENT APPLICATION

Prospective Employees will not be discriminated against because of race, creed, color,

. . . sex, age, national
origin or handicap. ge,

Last Name First Middle Date

Street Address Home Phone

City State Zip Business/Message Phone
Position Applying For Wage Expected Social Security Number
In Emergency Notify Phone

Have you applied for employment with us previously?
Yes No If yes: When Where

Are you available for full time work?
Yes No If not, what hours/days can you work?

Are you legally eligible for employment in the U.S.? Yes No

How soon are you available?

How did you learn of our organization?

Special training, skills, languages, machines etc.

EDUCATION

School  Name and Address Course of  Years  Did You Degree Or
Study  Completed Graduate Diploma

College

High

Other
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EMPLOYMENT MONTANA STITCHERY, INC. Page 2

Please complete regardless of resume, beginning with most recent Employer.
Note: We may contact Employers listed below unless you indicate otherwise.

1.)
Company Name Phone

From To
Address Dates of Employment

Start Last
Name of Supervisor Weekly Pay

Job Title and Description of Duties

Reason For Leaving

2.)
Company Name Phone

From To
Address Dates of Employment

Start Last
Name of Supervisor Weekly Pay
Job Title and Description of Duties

Reason for Leaving

3)
Company Name Phone

From To
Address Dates of Employment

Start Last
Name of Supervisor Weekly Pay

Your Position and Description of Duties

Reason for Leaving

Do Not Contact Employer Number Reason
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MONTANA STITCHERY, INC. Page 3

APPLICANT INPUT

What could your major contribution to the Company be?

What could the Company contribute to you?

How could your employment with us contribute to your personal goals?

The information requested below is for a legally permissible reason, including, without limitation, national
security considerations, legitimate occupational qualification or business necessity. Federal Law prohibits
discrimination based upon ancestry, marital status, or physical or mental

handicap.

Marital Status Sex

Single ~ Mammed __ Separated_ Divorced Male  Female
Height Weight

Previous Address

Length at Previous Address yrs. mos. Present Address yrS. mos.

Have you ever been bonded? yes no If yes, with which Employer

Have you been convicted of a felony in the last 7 years? yes no
If yes, explain in full

Have you any physical handicap which prevents you from performing certain
Jjobs? yes no If yes, describe

Have you received workmen’s compensation or disability income payments?
yes no If yes, describe

APPLICANT’S SIGNATURE

I hereby declare that the information I have provided herein is correct and complete to the best of my
knowledge. -

I authorize the Employer to contact previous employers, except where otherwise noted, for reference and
verification of statements made. I understand that this application is not a contract of el_nplpyment_.

I understand that if employed, any false or misleading information gi\.'en in this application or in my
interview(s), shall be grounds for disciplinary action, including termination.

I understand that the Employer offers Equal Opportunity treatment to all Employees
applicants.

Employment with the Employer relies on the consent of both myself and the Company.
terminated by either party at any time.

and qualified

It can be

Signature Date
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EMPLOYMENT CONTRACT

THIS AGREEMENT is made this day of , 19 between Montana
Stitchery, Inc, of Central City, Montana, and — of

s

: : . In consideration of the mutual promises contained herein and other good
and valuable considerations, it is agreed as follows:

1. The term of employment is ,commencing on )
19__ and ending on 19
2. Employee agrees to devote his entire work time as and such other duties as

employer may designate from time to time. Employee shall abide by employer’s rules and
regulations and shall faithfully perform the duties assigned to him to the best of his ability, to
devote his full and undivided time to the transaction of the Company’s business, to make to the
Company prompt, complete, and accurate reports of his work and expenses, to promptly remit to
the Company all monies of the Company collected by him or coming into his possession, and not
to engage or be engaged or be interested in any other business during the existence of this

contract,
3. Employer shall pay employee the sum of dollars ($ ) per
,payable commencing J9_ .
4, If during the term the employee is ill or is incapacitated for more than four consecutive weeks,

the employer may thereafter cease his compensation during such illness or incapacity.

5. The employee will serve a probationary period of six months during which time the employer may
cancel this contract without cause by giving the employee written notice. Termination will be
effective at the end of the day when such notice is received.

6. The employer may, at any time, with or without cause, terminate the employment by giving the
employee written notice of such termination. Termination shall be effective when stated in such
notice. If the termination is due to the fault of the employee, he shall be entitled to compensation
to the date of termination. If the termination is not due to the fault of the employee, he shall be
entitled to $ in addition to compensation to the date of termination.

7. The employee may terminate this agreement by giving written notice in advance.

Dated: , 19
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INTERVIEW QUESTIONS: TO ASK OR NOT TO ASK

INAPPROPRIATE
QUESTIONS

1. Do you have any physical defects?

2. Have you had any recent or past
illness or operation?

3. What was the date of your last
physical exam?

4. Are you a U.S. citizen?

5. Date of birth?

6. Age?

7. Emergency information: (Relationship)?
8

. Do you possess a legal driver’s license?

9. What are your hobbies? Interests?

10. Have you ever been arrested for a
misdemeanor or felony?

11. Dates attended high school?
Grammar school?

12. Date graduated or last attended
high school? Grammar school?

13. In what extracurricular activities did
you participate? Clubs?

14. College subjects of interest?
15. What salary earnings do you expect?

16. Memberships (with or without EEO
disclaimer)?

MORE APPROPRIATE
QUESTIONS

bo  you have_ any physical disabilities or
1m9e@1ments which might in any way hinder your
abvl!ty to perform the job for which you have
applied?

Have you had recent or past illnesses or operations
which might, in any way, hinder your ability to
perform the job for which you have applied?

Are you willing to take a physical exam at our
expense if the nature of the job requires one?

Do you have the legal right to live and work in the
u.s.?

Are you over 18?7
Are you over 18?
Emergency information: Name, address, telephone

Only for applicants who desire a job driving a
company vehicle: Do you possess a legal and current
driver’s license?

Do you have any hobbies or interests which have a
direct bearing on the job you are seeking?

Have you, since the age of 18, ever been convicted
of a misdemeanor or felony? (Note: A conviction
will not necessarily bar you from employment. Each
conviction will be judged on its own merits with
respect to time, circumstances, and seriousness.)

Did you complete grammar school? High school?
Same as item 11.

While in school, did you participate in any
activities, or belong to any clubs, which have &
direct bearing upon the job for which you are

applying?

while in college, did you take any courses that
directly relate to the job for which you are

applying?

1f you are employed, are you willing to accept the
prevailing wage for the job you are seeking?

Have you ever belonged to a club, organizatiop,
society,or professional group which has a direct
bearing upon your qualification for the job which
you are seeking?
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