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The Montana Administrative Register (MAR), a twice-monthly
publication, has three sections. The notice section contains
state agencies' proposed new, amended or repealed rules, the
rationale for the change, date and address of public hearing

and where written comments may be submitted. The rule
section indicates that the proposed rule action is adopted
and lists any changes made since the proposed stage. The

interpretation section contains the attorney general's
opinions and state declaratory rulings. Special notices and
tables are inserted at the back of each register.
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BEFORE THE DEPARTMENT OF ADMINISTRATION
OF THE STATE OF MONTANA

IN THE MATTER OF AMENDMENT ) NOTICE OF PROPOSED AMENDMENT
of rule concerning mistakes )} of Rule 2.5.505 Mistakes in
in bids. ) Bids ) :

NO PUBLIC HEARING CONTEM-
PLATED

TO: All Interested Persons.

1. On July 1, 1988, the Department of Administration
proposes to amend the above-noticed rule 2.5.505, regarding
the acceptance of minor mistakes in bids by the Procurement
Officer.

2. The rule is proposed to be amended as follows:

2.5.505 MISTAKES IN BIDS Subsections (1) through (1)(4)
remain the same.

{e) signature omitted.

~ Subsection (2) remains the same. AUTH: 18-4-221 MCA,
IMP: 18-4-3-3 and 18-4-303 MCA.

3. The rationale for the amendment is that allowing a
vendor to validate an unsigned bid affords the State the
opportunity to obtain additional competition and pricing. It
iz in best interest of the State to declare unsigned bids as
mistakes.

4. Interested parties may submit their data, views or
arguments concerning the proposed change in writing to
Mr. Earl Fred, Bureau Chief, Purchasing Bureau, Procurement
and Printing Division, Room 165, Mitchell Building, Helena,
MT . 59620, no later than June 23, 1988.

5. If a person who is directly affected by the rule
change wishes to express his data, views and arguments orally
or in writing at a public hearing, he must make written
request for a hearing and submit this request, along with any
written comments he has, to Mr. Fred at the above address, no
later than June 23, 1988.

6. If the Department receives requests for a public
hearing on the proposed amendment from either 10
percent or 25, whichever is less of the persons who are
directly affected by the proposed changes, the administrative
code committee or the legislature; a governmental subdivision
or agency; an association having not less than 25 members who
will be directly affected, a notice of hearing will be
published in the Montana Administrative Register. The number
of those persons directly affected has been determined to be
more than 25.

DEPARTMENT OF ADMINISTRATION

b

Ellen Feaver, Director
Certified to Secretary of State, May 16, 1988

MAR Notice No. 2-2-173 10-5/26/88
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BEFORE THE STATE AUDITOR
AND COMMISSIONER OF INSURANCE
OF THE STATE OF MONTANA

AMENDED NOTICE OF PUBLIC
HEARING ON PROPOSED
AMENDMENT OF RULES
6.6.1502 and 6.6.1503.

In the matter of the
amendment of rules pertaining
to crop hail insurance rate
filings

TO: All Intérested Persons.

1, ©On May 16,_1988, at 10:00 a.m., a public hearing was
scheduled to be held in the conference room of the state
auditor's office in the Mitchell Building at Helena, Montana,
to consider the amendment of ARM 6.6.1502 and ARM 6.6.1503,
The public hearing was not held at that time because of lack of
notification to interested parties and a scheduling conflict
with the hearing examiner. Therefore, a public hearing will be
held on July 12, 1988, at 10:00 a.m., in the conference room of
the state auditor's office in the Mitchell Building at Helena,
Montana.

2. The proposed amendments replace present rules ARM
6.6.1502 and ARM 6.6.1503. The proposed amendments would set
March 15 of each year as the filing deadline for both
promulgated and deviated rates.

3. The text of the proposed amendments to the rules is
published at pages 631-32 of the Montana Administrative
Register, Issue No, 7.

4. The above amendments are being proposed to eliminate
confusion among c¢rop hail agents and insurers about when they
must file their rates, To end this confusion and make it
simpler for agents and insurers to file properly, the Insurance
Department proposes that a March 15th date for both promulgated
and deviated rates be adopted. This will also allow more time
for the agents to begin selling their product prior to the hail
season. '

5. Interested parties may submit oral or written comments
at the hearing. Written comments may also be submitted no
later than June 30, 1988, to Jim Borchardt, Chief Examiner,
State Auditor's Office, Mitchell Building, Helena, MT, 59604,

6. Jim Borchardt will preside over the hearing.

7. The authority of the 'state auditor to amend the above

- rules is based on 33-1-313, MCA, and the rules implement
sections 33-16~201 and 33-16-203, MCA.

Andrea "Andy" Benget
State Auditor

Commissioner Securities

Certified to the Secretary of State this [(, day of May, 1988.

10-5/26/88 MAR Notice No. 6-19
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BEFORE THE STATE AUDITOR
AND COMMISSIONER OF SECURITIES
OF THE STATE OF MONTANA

In the matter of the proposed ) NOTICE OF PUBLIC HEARING

amendment of ARM 6.10.101 ) ON PROPQSED REPEAL AND

through ARM 6.10.124 and the ) AMENDMENT OF ARM 6.10.101

proposed adoption of rules on = ) THROUGH ARM 6.10.124

whole mortgages and certificates ) AND THE PROPOSED ADOPTION

of deposit ) OF RULES ON WHOLE MORTGAGES
) AND CERTIFICATES OF DEPQSIT

TO: All Interested Persons.

1. On June 30th, 1988, at 9:00 a.m., a public hearing
will be held in Room 270, Mitchell Building, Helena, Montana,
to consider the amendment of ARM 6.10.101 through ARM 6.10.124.

2. The rules as proposed to be amended or repealed
provide as follows:

6.10.101 APPLICABILITY OF SUB-CHAPTER (1) ¥Hi# Except
as provided In subsection (2), this sub-chapter applies to
securities/ and to transactions involving securities, subject
to the Securities Act of Montana, Title 30, ZHAB¥#Y chapter 10,
PArYEg parts 1 through 3, MCA.

( Vid/2piEendpEdy Except as provided in ARM 6.10.124,
ARM 6.10.103 does not apply to any eXempt securities or exempt
transactions, as set forth in Ad£¥igrhg 30-10-104 and 30-10-105%,
MCA. ARM 6.10.123 does not apply to securities exempt under
30-10-104(1), MCA.

AUTH: ~ 30-10-107, MCA IMP: 30-10-107, MCA

6.10.102 DEFINITIONS As used in this sub-chapter, unless
the context indicates otherwise:

(1) The definitions contained in B##¥igd 30-10-103, MCa,
apply.

(2) "Affiliate” means a person who, directly or
indirectly through one or more intermediaries, controls or is
controlled by or is under common control with the perscn
specified. For example, corporations with common principal
owners or common eXxecutive management are “"atfiliates.™

(3) "Branch office™ means an office, other than a main
office but Including a corporate subsidiary and any place of
business of one or more registered salesmen of a registered
broker-deajer, which is located In this state, owned or
controlled by the broker-dealer, and engaged in the securities
Dusiness in this state.

(4) "pPromoter”

a means a person who, acting alone or in conjunction
with one or more persons, directly or indirectly, takes the
initiative in founding and organizing the business or
enterprise of an 1issuer Or an officer, director or party
owning, directly or indirectly, 5% or more of the outstanding
shares of the corporation before or immediately following the

MAR Notice No. 6-20° 10-5/26/88
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public offering, or any affiliate of the aforesaid persons: and

{b) does not include an. unaffiliated institutional
purchaser who purchased its shares more than 1 year prior to
the public offering.

fZ¥ (5) T"pPromotional security" means:

{a) a security issued within 3 years frgw before the date
of registration in return for:

YAY (i) a price less than §5% of the consideration for
which such securities are proposed to be sold to the public; or

(11) BfLFIFFE Bervices rendered, patents, copyrights
other 'intangibles, of Teal ©r personal property, the actual
value of which has not been established to the satisfaction of
the ggfdri¥idd commissioner; or

(b)  MEWKIYY / LOLBLAREALLLL/ VSB[ /AR / £ N
CONELARL KL TSR/ AN [ RRLER ) /AN S RLR ) RV /BB Y  ARRA DAY
Eidaointy /6 pd£dE a security issued or to be issued to a
promoter while a corporation 1Is in a promotlonal or
developmental stage.

() "Sales material” means an advertisement, display,
pamphlet, brochure, letter, article, or communication published
in_a newspaper, magazine, or periodical, or script, or a
recording, radio or television announcement, broadcast, or
commercial to be used or circulated in connection with the
offer or sale of a security to a person in this state,

AUTH: 30-10-107, MCA —~ 1IMP; 30-10-~107, MCA :

6.10.103 SALES MATERIALS (1) Xf¥ Except as provided in

subsections (3) and (4) of this tule, sales materialf

EXBLL/ ARKRAALLLAL / And
dﬁY/ﬁtllléﬂl/éwAA&Ed//Aﬁ%ﬁﬂ%/ﬁVV/i#YdVY#fdd/dd#étliﬁiﬁﬂ/ to be
used in connection with the offer or sale of securities to
persons in this state must f£1F#Y be ApPpProaved/Py¥ filed with the
ERPUFTEIEd commissioner at least 10 days prior to being used in
this state.

(2] MAWEYYAYE/ LOL/ MARNY /ABBY VAL | AB/ AL /Y /SMAYY / e
ELXEA/ RALR/ KA/ AOARASB MY /XY / ARABE] /Y (ALY AR EE / BAYE/ DAL DOEE
EREYY /@Y dPddedd /Mgg{ The commissioner may by order disallow the
use of sales material filed pursuant to this rule if the
commissioner finds that such an order 1s necessary to protect
the Investor or a person engaged in securitieS transactions and
Is" Inthe public interest. Unless the commissioner disallows
the use of sales material filed pursuant to this rule within 10
days from the date Tfiled, the sales material may be
disseminated.

This rule does not apply to sales material that is
used exelusively in connection with the offer or sale of
securities that are registered in this state by notification or
coordination purguant to 30-10-203 or 30-10-204, MCA,

{4) This rile does hot apply to sales maEErlal that is
used exclusively in connection with the offer or. sale of
securities that are exempt from registration pursuant £o
30-10-104 or 30-10-105, MCA, or the rules thereunder, unless
the exemption statute of rule specifically provides that sales
material must be filed,

f37 (5) The commissioner may, upon written request and

10-5/26/88 MAR Notice No. 6-20
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for good cause shown by AA/IEEU@r/¢r/APPri¢ANY_a person wishing
to use sales material, waive any of the requirements of this
rule.

AUTH: 30-10-107, MCA IMP: 30-10-107, MCa

6.10.104 PROMOTIONAL SECURITIES--ME¥VYRFVOATION /MY /ESCROW
KLY/ /BT ABBAERT AAr ARG 4o [ U [ oY oREE I B AL/ EEFML I XTI/ ERAT T

LALBY/ASLLEY ) ENE S BELREALLBES LAASBLONAL) /oY /TUAVY /BYSY YA/ BAY
égé$§§§§é¢ﬁl//Ve??b@#d#/ﬁJKV/ltaﬂSétliﬂﬂ///VQQU@@HVJ/I%V/lhé

fZY (1) The commissioner may require that promotional
securities be placed in escrow with AW/APPLONAA/ ABELLR/ ALERY a
financial institution approved by the commissioner for a period
of 2 years from the date that the registration becomes
effective, or for such other period, or upon such terms and
conditions as the cOMmis&ioner may, in his discretion, redquire,

FZY (2] An issuer may not sell or transfer ZRY an
escrowed promotional FEgUririgé security or an interest in n ¢ REm
one, except by will, intestate succession, “Br other similar
methods, without First obtaining written consent from the
commissioner. The owner of an escrowed promotional security
may exercise voting rights that attach to that security.

AOTH: 30-10-107, MCA 1IMP: 30-10-107 ang 30-10-206, MCA

6.10.104A DEFINITION OF PROMOTIONAL OR DEVELOPMENTAL
STAGE (1} For the purposes of 30-10-206, MCA, and ARHN
§.10,102(5), a corporation in the "promotional or dévelopmental
stage” means a corporation which has no public market for its
shares and has no significant earnings within the past fiXg 5
years (or shorter period of its existence),

(2) “significant earnings™ #RAXY/ DA/ BLLHEL/ g exist if
the corporation's catnings record over the last fi¥¢ 5 years
(or shorter period of its existence) demonstrates that for such
period the corporation's net earnings per share is 30% of the
public offering price per share (as adjusted for stock splits
and stock dividends) or the corporation has earnings per share
of 10% or more of the public offering price per share for any
¥¥@ 2 consecutive years.

TAUTH: 30-10-107, MCA  IMP: 30-10-206, MCA

6.10,105 PROMOTIONAL SECURITIES--REQUIRED WAIVERS (1)
Each promotional security ZKZYY must contain a provision
wailving dividend rights and rights of participation, in the
distribution of assets in the event of liquidation or
dissolution, in favor of shareholders who paid cash or its
equivalent for their securities that are not promotional
securities,

WEYVeVS /eWdYY /L ¢ A waiver remains in effect fgf

ENE/ A [ EEABT YRR/ AN 1 EXE ) Fhd AR R 7S FRRI IR LIy / LR/ L
BAYYI¢AYAY/¢4#% only while the security is in escrow.

AUTH: 30-10-107, MCa IMp:  30-10-107, MCA

6.10.106 NEW VENTURE FINANCING is proposed to be repealed
and ,can be found at page 6-280, Administrative Rules of Montana.
AUTH: 30-10-107, MCA IMP: 30-10-107, MCA

MAR Notice No. 6-20 10-5/26/88
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6.10.107 FILING QF REGISTRATION STATEMENTS--WHEN COMPLETE
is proposed to be repealed and can be found at page 6-280,
Administrative Rules of Montana,

AUTH: 30-10-107, MCA IMP: 30-10-107, MCA

6.10.108 NOTICE OF TERMINATION OF OFFERING~--CHANGE OF
OFFICERS (1] An issuer WAIZK that has completed,
discontinued, or terminated the sale of securities registered
with the #&¢dr7¥i#g commissioner shall annually while
registered and upon completion, discontinuance, or termination
of the sale of registered securities, notify the commissionfT
in writing and shall also submit a complete sales report WHIZK
BRAYY/ AMEAAAE that includes, for this state, YHE/AOMBEY/BE
£dYd9//the number of units gF/AEUKAA RS /sold/ and the
aggregate dellar amount of sales.

(2) Until written notice has been provided as required by
subsection (1) of this rule, the commissioner shall be
notified//RLENLN/ NS/ A /o 1YNe /EEEREYINE/ DELEL OF/ARY/ ERANFEE
each change in the offjcers, directors, trustees, partners, or
other principal members of a registrant within 15 days of the

change,
AUTH: 30-10-107, MCaA IMP: 30-10-107, MCA

6,10.1039 FILING BY BROKERS, DEALERS, AND SALESMEN is
proposed to be repealed and c¢an be found &t pages 6-280 and
6-281, Administrative Rules of Montana.

AUTH: 30-10-107, MCA IMP: 30-10-107, MCA

6.10, 110 HKSIS/W/SEZZIKG/MWS’W/ U IP

1 (33
REE/ KE ’ tnﬁéﬂt/»émhééﬁy/ﬂérf/iﬁéd
ivl/){b!e’/Yv(s/a’s’tz'ufdvft’/ftMMM/K#/M/IMﬂ/ifr(d/ﬁtﬂét/lﬁdrﬁ/ﬁﬂtﬂiﬁﬁ
Ligrda/ pty /&) AarAltl/ /S EC UL I LR/ /dWQUAT TS / / LOIBALBALRE! /¥ 8
BYBKELFARRLELE ) SN/ [ BAYBEMERL / BOGY [AVY / BEREL | RASANGRA/ /I / BAT B
ERELAERBIE /KA /AU [ BALEREBEL L 1 VAN 8 ) hfarhedY /8R4 7 Y / AN
ALOSAVIN /BRLA S B/ /e [ BAL LR EE L | ARG/ /o T ABER/ KB&S [ty / B
Sé¢xdti)!i;‘#/¢t/ﬁs&lé#¢iiz$ti¢ri/ld)€¢ri/

KZY (1) TULAE/ERAX L/ Db/ A AN /o7 /oYy /By BH L 81 BR
Iu/ARY A "“stock purchase agreement or stock subscription
agreement may not contain a defaylt or penalty provision.

AUTH: 30-10-107, MCA IMP: 30-10-105 and 30-10-107, MCA

6.10.111 WARRANTS AND OPTIONS (1) ‘The E£&fUriyiés
commissioner will consider the granting of warrants or g¥geéK
options, to persons other than purchasers of securities, as
grounds for denial of an application for registration, with the
exception of:

(a) @PpPLidhg options to management in the nature of
restricted £¥@#K optlons For incentive purposes, if reasonable
in number and method of exercise;

(b) Qpridrd options to employees or their nominees
pursuant to stock purchase plans or profit sharing plans, if
reasonable in number and method of exercise; and

KEY 7/ BRLYAAL ) bE ) ML /Y E BRARERELEBLE! i/ / #BRARLLL g1
HLER/d/BABL L/ BRES IR/ 1LY

10-5/26/88 MAR Notice No. 6-20
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L1y ZHSY [ATA /A MY A Il A ey ey /i der / &
ELAW / AAOREREARARG / AGEEERENL, / ARR/ /AYE / /O | ARAAHAINL/ / B
LA AT RGN [ty AAAS A AR NS AT T AR / £ R
UAAEYRLIYEY /id/ &/ BAYEREY BRLB S

KELY  Ide/ de’/ﬁi/w/é;é//ddve’v’e’d’/W/MWM&/D’#W&'/M
BBELBAE/ BB/ MoK/ VA

ALt NV A/ ANE AVARARE Y AN WA ANEE
M!éttﬂg/wﬂ d/M/M.WM:MWﬁ/ﬂ/Mﬁ/tmtléﬂdrf/hf//tm
KLELY  TUS /YUY AY / OREERB AL/ AALA, /o5 [ LR ADAALIAS /S / AE
YEALY/ LBARL/ RO/ Al AWK AAAERAAMY AR AR A /A" k7 AX
1séi!#/ﬂ/ﬁi/ﬁM¢/¢XH¢1!¢/§1i#/#ﬂ/ﬂ#t/!ﬂﬁ/dlﬁ/Mlﬂlr(diridl
ThE/ /o7 [RAL LAY B/ BB/ WK/ Aol /Y /Y #dYs /IR
i:;’:g’i{wl//afggd/ﬂd/AX####I¢//vb//s’ddn’di/lhdﬁ/ﬂ/l/ﬂiddw#/#t#t
0y Tﬁé/wtt¢ﬂ#/¢1/M#AMA/MN/S/S‘MM/W/#/MHH#!H
ERALY / LGB/ /i /EYE/ ptb)hb BLALS AEALA WY [V /X P X S / EX il
£n¢ /x:w /FAAYS / AR/ LALLOISEANCAS Y [ L EEAARER ) AT / ENE
mszx /MA:MW:N AM@%WWWWYM@D@WNMWM ¥
qu’/ddﬁﬁd//A,é//JM'K;'/afd/ﬁM//M/WW/MnMHSMM/W/KM
unmmmwuywwwwwwwmm
WEUXA/ B/ IR/ ERE/ EBEERES/ BE / SALK/ BBLLBRE/ BL/ REL L AALEL
{c) options or warrants issued to underwriters or other
persons 4as compensation, in whole or in part, for the sale of
securjties if:

1 the issuer does not have:
(A} a public market for its securities; or
(8] previously 1issued options or warrants to an

underwriter in connection with more than one public offering of
its securities;

11 the options or warrants are issued only to a
managing underwriter and no options or warrants are issued in
connection with a best efforts underwriting unless the entire
issue 1s s0.ld, except that options or warrants may be 1ssued 1n
connection wifh a minimum-maximum offering if the amount to be
issued is prorated depending on the amount Of the underwriting
which is sold;

{ii1) the exercise of the options or warrants is not
accomplished for a period of one year from the completion of
the public offering;

(iv) the options or warrants are nontransferable except
by will, by intestate succession, or by operation of law,
except that the options or warrants may be transferred without
payment thereto to:

(a) partners of the underwriter if the underwriter is a

artnership;
(B) persons who are both officers and shareholders of
the underwriter if the underwriter is a corporation; or

(C) employees of the underwriter;

wy the 1initial exercise price of the options or
warrants is at least equal to the public offering price plus
elther:

{3) 7% each year they are outstanding, commencing 1
year after issuance, so that the eéXercise price throughout the
second year is 107/%, throughout the third year 1is 114%,
throughout the fourth year is 121%, and throughout the fifth

MAR Notice No. 6-20 10-5/26/88
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ear ig 128%; or
{B) 20% at any time after 1 year from the date of

issuance; )
Vi the term of an option or warrant is not longer than

5 years; and
{vil) units of securities underlying the options or
warrants acquired by an underwriter and related persons,

whether acquited prior to, at the time of, or after the
offering (but which is determined to be in connection with or
related to the offering) are not, in the aggregate, more than
T0% of the total number OI &hares CHAt are outstanding at cie
conclusion of the offering. For purposes of this limitation,
over-allotment units and units underlying options, warrants, or
convertible securities that are a part of the proposed public
offering are not to be counted as part of the aggregate number
of shares being offered against which the 10% Jlimitation is to
be applied,

The commissioner may, upon a showing of good
cause/ﬁﬁf7qaidiiy/tlttnmﬁlAnﬁﬂs, approve an application even
though warrants or #¥@g¢K options have been dranted WHY€¥ that
do not meet the conditions specified in subsection fXJI£17(2)
of this rule. However, the burden of justifying issuance rests
upon the applicant, IA/MAXIAL/ A/ AAAARIAAARAY /i /RSN /EREEE L
LT /IS /LYY I EERELARE [ ADA/ /atle’y / BE ] RBALAOLA, /50 / Bé
iSS)A;‘M/A'/bb’/éX!t¢lﬂ)61¢//p't/3ﬁe’.//k'b!d/tébﬁ//%//wtidh(/lhﬁi/AM

EXL VS VS ARV /U [ ABELALE /BT BAEBAALY S B/ 1 /9y Ay /vaye / in
ENg/EXELELARRIE/ BLILEL
AUTH: 30-10-107, MCa IMP: 30-10-107 and 30-10-207, MCA

6.10.112 BLOTTERS OR RECORDS OF QRIGINAL ENTRY REQUIRED
is proposed to Be repealed and can be found at page 6-682.
AUTH: 30-10~-107, MCA IMP: 30-10-107, MCA

6.10,113 LEDGERS REQUIRED is proposed to be repealed and
can be found at page 6-6B8Z,
AUTH: 30-10-107, MCA IMP: 30-10-107, MCA

6.10.114 MEMORANDA OF BROKERAGE ORDERS AND INSTRUCTIOQNS
REQUIRED Is proposed to be repealed and can be found at pages

and 6-683.

AUTH: 30-10-107, McCa IMP: 30-10-107, MCA

6.10.115 MEMORANDA OF PURCHASE AND SALES ORDERS REQUIRED
is proposed to be trepealed and can be found at page 6-683.
AUTH: 30-10-107, MCA IMP: 30-10-107, MCA

6.10.116 COPIES OF CONFIRMATIONS REQUIRED is proposed to
be repealed and can be found at page 6-683.
AUTH: 30-19-107, MCA IMP: 30-10-107, MCA

6.10.117 CASH AND MARGIN ACCQUNT RECORDS REQUIRED is
proposed to be repealed and can be found at page 6-683.
AUTH: - 30-10-167, MCA IMP: 30-10-107, MCA

6.10.118 MONTHLY TRIAL BALANCES REQUIRED is proposed to

10-5/26/88 MAR Notice No. 6=20



-924-

be repealed and can be found at page 6-683,
AUTH: 30-10-107, MCa IMP: 30-10-107, MCaA

6,10,119 QUARTERLY AND ANNUAL STATEMENTS REQUIRED is
proposed to be repealed and can be found at page 6-684.
AUTH: 30-10-107, MCA IMP: 30-10-107, MCa

6.10.120 MRIFPRY MONTANA LIMITED OFFERING EXEMPTION (1)
By the authority delegated to the commissioner in
BEgridn/30-10-105428), MCA/XXFBAY, EME/ELLLLRLAA /X

FISUD /YO /g / £ BBAAK LALLOR] IAAAABLONG! ) /el /Sedu 1YY d / KeY
BE/NBALAAR L

[dY//KhY an offer or sale of securities offered or sold in
compliance with Securities Act of 1933, Regulation D, Rules
230.5014 through 230,503 apd 230.505 and/or 230.506 as made
effective 1in Release No. 33-6389 and amended by Release No.
6663 and Release No. 6758 WHIZH/ZA¥14F1] (33
EERATYIBRE/ ARA/ TUVIRRAABAEY 1s exempt from the registration
regquirements of 30-10-202, MCA.

¥77 (2] XIX Each personf who gfféf offers or g€Xl sells
securities 1n this state to nonaccredited and/or accredited
investors, as defined in Securities Act of 1933, Regulation D,
Rule 230.501(a)(5)# through 230 501(a)(7), shall be registered
in accordance with - MCA, It is a defense to
a violation of this subsectlon if tEe issuer sustains the
burden of proof to establish that he or she did not know and,
in the exercise of reasonable care, could not have known that
the PBrYedKér/4dé&lér broker-dealer or salesman was not
appropriately registered in this state.

FiiY Mg (3) An exemption under this rule EUIVV/BE is
not available for the securities of AA¥ an issuer if any of the
parties described in Securities Act of 1933, Regulation A, RYIg
Rules 230.252//8¢q%ibhs//(c), 230,252(d), 230.252(e), or
230.252(£):

TRY//Hdd {(a) has filed a registration statement W}ié¥ that
is the subject of a currently effective registration stop order
entered pursuant to #¥y a state's securities law within fi¥g 5
years prior to the filing of the notice required under this
exemption/;

[BY//A&#¢ (b) has been convicted within fi¥é 5 years prior
to the filing of the notice required under this ‘exemption of
dry a felony or misdemeanor in connection with the offer,
purchase, or sale of #AY a security or #Af a felony involving
fraud of deceit, including but not limited to forgery,
embezzlement, ~obtaining money under false pretenses, larceny,
or conspiracy to defraud/;

f2Y// Ak (c) is currently subject to #AY a state
administrative “enforcement order or judgment entered by that
state's securities administrator within fi¥¢ 5 years prior to
the filing of the notice required under this exemption or is
subject to AAY a state's administrative enforcement order or
judgment in which fraud or deceit, including but not limited to
making untrue statements of material facts and omitting to
state material facts, was found and the order or Jjudgment was
entered within fi#¢ 5 years prior to the filing of the notice
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required under this exemption/;

LBY//1¢ (4) is subject to Aff a state's administrative
enforcement order or Audgeu¢dy/wHi¢H Jjudgment that prohibits,
denies, or revokes the use of #d¥ an exemption from
registration in connection with the offer, purchase, or sale of
securities/; or

tey//f€ (e) is currently subject to AM¥ an order,
judgment, or decree of AA¥ a court of competent Jjurisdiction
temporarily or preliminarily restraining or enjeining, or is
subject to #AY an order, judgment, or decree of EAY a court of
competent jurisdiction, permanently restraining or enjoining,
#£4EN the party from engaging in or continuing any conduct or
practice in connec¢tion with the purchase or sale of AMY a
security or invelving the making of #AY a false filing with the
state entered within fi¥#¢ 5 years prior to the filing of the
notice required under this exemption.

[7Y (4) The prohibitions of PAVAYYAEUL /KAL) AN/ /B /AR E
#HAYY subsections (3)(a) through (3)(c) and subsection (3)(e)
do not apply if the person subject to the disqualificatjon is
ddl¢ licensed or registered to conduct securities-related
business in the state in which the administrative order or
Iedddn€rfY judgment was entered against #M¢¥ the person, or if
the person subject to the disqualification Is registered to
conduct securities-related buSiness by fhe Securities EXchange
Commission and the order or judgment was entered against the
person Dy the Securitiés and Exchange Commission, or i1f the
BYOKEL/AfAIEF broker—dealer employing £¥FR the PALYY person is
Yifgnded /4y /registered in this state and the Pgrs form BD as
adopted by the North American Securities Administrators
Associatlion, Inc,, and filed with this state discloses the
order, conviction, judgment or decree relating to #M#H the
person. M@ A person disqualified under this ZdPZgErign rule
may not act in a capacity other than that for which the peéerson
is 17@EnE4d/dY registered.

LEY//Kf¢ (5) A disqualification caused by this Agdfigh
rule is automatically waived if the Securities and Exchange
Commission, state securities administrator, or agency of the
state which created the basis for disqualification determines,
upon a showing of good cause, that it is not necessary to deny

the exemption under the circumstances/thék/ /e / dASRBEIBRT TR
liiil {6) The issuer shall file with the PZEWMiZEidrpy

commigsioner

(a a notice on an original, manually signed Fgrs form D
as adopted by the North American Securities Administrators
Association, Inc,, (17CFR239.500)7

FKT/7KE at Teast ¢ép 10 days prior to #f¥ an offer or sale
being made to a person in this state, annually until completion
and upon completion of the offer or sale, and at all such oOther
times and In the form required under gSecurities Act of 1933,
Regulation D, Rule 230.503, to be filed with the Securities and
Exchange Commission.

{BY The notice #gW&IYY must contain an undertaking by the
issuer to furnish to the C@HfS£i{dNér commissioner, upon
written request, the information furnished by the issuer to
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offerees, @{dept//WMEr# unless the ¢duWVaslbhét/ PvaVae/Es
YEdUYAYIdX commissioner, By order, requires that the
information be filed at the same time with the filing of the
notice.

L2) (L) BAYLIS /dYULYWide /AVALIA¥YE{ a consent to service
of process included with or in the initial notice/ZFRAIY/Wd/&

/RELALER/BE /B BERBEL s

IHY//EVWVV/ﬁd!#dd/liliﬂdi%hé/AJMAﬁAM/A%MﬁA%V/VﬁbVWH@W/[¢t
IR/ 1/ ARDNA, AN PpAR/E (c) the filing fee gf/8Z0D/EdY/YVE/ L1 8¢
B0V SOV WY /o ey 798/ 8X708984 prescribed, for the injtia}
registration of securities, in 30-10-209, MCA; and

{d) "the name and address Of each person who will offer or
gell, In this state, a security under this ruie.

LZ¥#F {7) In all sales to nonaccredited investors in this
state, thé Issuer and #AY each person acting on its behalf
shall have reasonable grounds to believe, and after making
reasonable ingquiry shall believe, that one of the following
conditions is satisfied: .

LXY//TH¢ (a) the investment is suitable for the purchaser
upon the basis of the tacts, if any, disclosed by the purchaser
as to his/HEY other HALfUri¥y¥ securities holdings and as to
his/Ag€Y financial situation and needs. For the purpose of this
condition only, it may be presumed that, if the investment does
not exceed 10% of the investor's net worth, it is sujtable,

LBY//TH# (b) the purchaser either alone or with his/Her
purchaser representativef#gJ has such knowledge and experience
in financial and business matters that he/gKg is gy /YWey/Ard
capable of evaluating the merits and risks of the prospective
investment.

LBLY [ WAL VS /AU /AE# (8) A transaction that is
exempt under this rule may not be combined wit
£AIEE an offer and sale exempt under any other rule
implementing or a section of EWi#/ALL/,/Rbkéxér{ the Securities
Act of Montana. However, nothing in this limitation
acts as an election. ZBRaMId/LOL/ AN/ tRbLSA{ 1f the offer and
sale fail to comply with all of the conditions for this
exemption, the issuer may claim the availability of any other
applicable exemption.

KLY (9) The ZAduiddidrdy commissioner may, by ru¥¢/#f¢
order, increase the number of pufchasers or waive any other
conditions of this exemption,

L4/ (10) The Zorpi£gidnér commissioner may, upon written
request and a showing of good cause, walve the examination
requirements of ARM 6.10.12 or /AGERE/ AL/ 10 /1 E8UEY a
securities salesman offering and/or selling securities exempted
by this RAYF rule/VP@n/A/enewing/vi/dedd/fadde .

L84 (1T) In the case of offerings of direct
participation programs as defined in Section 34 of Article III
of the National Association of Securities Dealers, Inc.'s Rules
of Fair Practice, A€YYvevy/#f each person who offers or sells
securities jin this state under this rule shall deliver a
disclosure document containing the information requited by RAX#
JYY¥WN/ /Bpf Securities Act of 1933, Regulation D, Rule
230.502(b), to individuals covered by AubgectAbny /TV/7ETY /A
TTT7BE RAIE/ BORAAN/ AL/ MedAY VS A /0 /YS /EBdM LA Securities. Act
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of 1933, Regulation D, Rules 230.502(a)(5), 230.502(a){6), and
230.502(a) (77,

{12) The commissioner may by order revoke, deny, or
further condition the use of this exemption with respect to a
particular offering when the commissioner finds that such an
order 18 necesgary to protect the investor or a perseon engaged
in securities transactions and is in the public interest,

{13) An issuer using the Montana Limited Offering
Exemption shall file such other information as the commissioner

require,
4) The exemption authorized by this rule gHAYY/X#
Krgvin/AAd may be cited as the "YAZFf@rM Montana Limited Offering
Exemption”.)
AUTH: 30-10-105 and 30-10-107, MCA
IMP: 30-10-105, MCA

6.10.121 REGISTRATION AND EXAMINATIDN gggg;‘Igg

M.p.rmaggmu%ﬁm ' T Bocons Tiseraee
egistered 1n 8 state as a securlties “galesman or an
investment AdAY¥Y£4Y adviser representative, the 1Individual
applicant//gd/gfL]i¢¢ ﬁVﬁddVbb@@%@bﬂ//di/d
AERELAY/ PALLBELL I AL/ MRS [0 YVl /X / B/ BRLERELERI B4 /shall pass
the MXZP National Association of Securities Dealers, Inc.,
Uniform Securities Agent BJtate Law Exam WiPR/A/AECLE/BE/TRE/ 8¢

PEYYEY or an examination designated by the commissioner. The
applicant must also complete /KBY an
application form described in subsection (2)., A salesman

applying to register with an issuer does not have to Fake an
examination,

Bach application for registration in this state must
be made on the most current revised uniform application form as
adopted by the North American Securities Administrators
Association, Inc., unless the commissioner, by order,
designates another form. Broker-dealers shall use form BD,
investment advigers shall use form ADV, and securifies salesmen
and investment adviser representatives shall use form U-4.

(3)(a) Except for a salesman representing an issuer or a
salesman representing a broker-dealer that is not a member of
the National Association of Securities Dealers, Inc., and
except as provided In subsection (3)(c) of this rule, éach
individual applying for registration as a salesman in this
state shall redister through the Central Registration
Depository, a division of the National Association of
Securities Deaters, Inc,

(b) Except as provided in subsection (3)(c) of this rule,
each applicant for registration as a broker-dealer, Investment
adviser, or investment adviser representative 1n this state
shall apply for registration with the commissioner.

{c) The commigsioner, in his discretion, may by order
provide for a manner of filing an application to register
different from the procedures provided In subsectlons {3){a)
and (31}(b) of this rule.

{4) Each person registered pursuant to 30-10-201, MCa,
wishing to terminate registration shall file, with the
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commissioner, an application to terminate registration. Each
application to terminate registration must be made on the most
current revised uniform termination form as adopted by the
North American Securities Administrators Association, Inc.,
unless the commissioner, by order, designates another form,
Broker-dealers shall use form BDW, investment advisers shall
use form ADV-W, and securities salesmen and investment adviser
representatives shall use form U-5,

(5)(a)  Except for a salesman representing an issuer
or a salesman representing a broker-dealer that is hot a member
of the National Association Of Securities Deaiérs, Inc., and
except as provided In subsection (5)(¢) of this ruie, each
individual applying for termination OfF registration as a
salesman in this state shall terminate through the Central
Registration Depository, a division of the National Association
of Securities Dealers, Inc.

(b} FExcept as provided in subsection (5})}{c) of this rule,
each applicant for termination of registration as a
broker-dealer, investment adviser, or 1nvestment adviser
representative in this state shall apply for termination of the
registration with the commissioner.

(c) The commissioner, in his discretion, may by order
provide for a manner of filing an application to términate
registration different from the procedures provided in
subsections (2)(a) and (5)1b) of this rule,

{6) Each change in the information included in an
application for registration or termination must be set forth
in an amendment to the application and filed with the
commissioner within 30 days after the change ocdcurs,

ABA

SR/ BERBLE/ S/ K /AW TS /ARBY Y EAY /B / LR /YT VISV / BEREL R
ERAYLLREY / WS/ /ST [ YRE/ SRARLAALABA] DAY Mo\ fol /3 / BRALERE L ERTE
ERASLS MY N (AR BELLEEE [ B/ ARARAANL/ Sl /el /A / BUBEX L &
BELALEY [ BE/ BbbLAL/ AﬁﬁﬁﬁﬁﬂvAﬁ!dV/ﬁddd/lMd/édeiﬁdtt¢ﬁ£/té4ﬁitéd
TA/ALY 7 ABBRE! AN / EAR 7 Ahe [ IR/ RARAS [ E8 7 Aty / ERg
IAREELRERL /AARLEBE /L IdERERL

(7} If an individual is not registered as an investment
adviser representative because he is registered as a salesman
pursuant to 30-10-201, MCA, then the investment adviser with
which the investment adviser representative is associated shall
notify the broker-dealer with which the investment adviser
represéentative is reglistered as a salesman that the individual
is _acting as an investment adviser representative for the
investment adviser. An investment adviser that uses an
individual who 1s not required to register as an investment
adviser representative because he 15 registered as a salesman
pursuant to 30-10-201, MCA, shall first file with the
commissioner a copy of the first page of the form U-4 as
adopted by the North American Securities Administrators
Association, Inc., disclosing the name of the individual's
employing broker-dealer. Upon termination of the Investment
adviser representative, the investment adviser shall file with
the commisSioner the form U-5 as adopted Dby the North American
Securities Administrators Association, Inc.

f37 (8) Upon the written request of AAY an applicant and
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for good cause shown, the ZoMmMigfidrgr commissioner 33§d;?;;2ﬂ
dadge /WHEU [ [ XN/ LA/ COBBABEALALAS &/ R ARARYY Y /e /Y e Y emeny /18
EXLEERIART A/ AAVAYRASONY [ BY 1 A/ / ARRERLBEZAL Y / ANV /X LBRE S A 1 LV
APBIILARL) E/ i EAnAY Arifdd any of the requirements of this rule.
AUTH: 30-10-107, MCA IMP: 30-10~201, MCA
6.10,122 REPGRTINE/ MEKTH/-\OL_'J_ ; :-1e] {,,
%%ﬁ%%%%? (1) BdAH 7 TAVd: £/ N
¢ﬂ¢i/A/A¢#ﬂVKﬁVﬂﬂMV/ddﬁﬂYdiﬂV/l!ldﬂéd/lb/AA#VAﬂﬂwaé /
¥ra s@btﬁﬁ#ﬂvAﬁ?A##ﬂ%ﬂﬁkﬁﬁ#ﬁAVAﬂﬁﬁyAﬂﬂﬂﬁ%/Aﬁﬂ#ﬂm¥/¥u¢/iﬂ¥¢ttdéﬂl
ad#tt¢t/ﬁdV/AMwV/ﬁl/Aﬁﬂy/éitlﬁétél/ﬁﬂ%ﬁkﬁﬁﬂy BY/ AMARAERE AL
AV YIRS fbfASont/at AN /o Rt AN /bW /Y /8Y /X IRT AR
ét¢¢¢¢dlﬁd#I//¢t//iﬂ//ﬁﬂY//ddiniiViiV!Yd/ﬁdﬂ/ﬁﬁﬁ%ﬁéﬂA Zy
ISV WY /Ay [ BRBLIR/ L/ MMMA/WWNW/&@’G’XIW//MMH
lﬂ/AAyA/AﬂVA%ﬂ¥ﬁﬂ&Vd/VVd/¢¢mp1¢tﬂ£/lA/A£#N Y AR At hERY
AEVVI W of (N /95 [ARY FAREAEE / L/ KRR/ MY /ol /e ol Y il / £ LA
By / KB/ ANKBALIEAR /AONAKAN AAIAN Y RValas/ AR/ A Al A ApbRgY
6!/té¢IY/AE/A%Aﬁﬁ%//ddd/A/A%#ﬁ//ﬁi/ﬁﬁﬁy/d#¢lti¢ﬁl/Aﬂﬁﬁﬁy/ﬁ
SARELIBA/ IbOE! MYV [ LBBEBEL / X0/ A/ SN [V odeeXiagy /Wi RYR / 38
BASE/BE/ AN/ AR L/ LG/ AELTELARL /X ABL /B BARRYIBR/ LA/ L ERALL EAL
LZ)// [RALU/ /Vlve ey / /NN [ BOBANY / ELLA/ /W YV / K1
t¢ﬁdi¢£t¢ﬁ¢i/l/ﬁ¢£ié!/ﬂf/!t#ﬂ#ldi/é[/l%#ﬂﬁfﬂ/ﬂﬁ?/vhHhVV/¢i/ﬂim¢
RBL/ LALA! KA [NV /Xy T /BY Y [ LB/ LRA/ DAL BYY WAL A MAARBLE &Y
BE/ LORELOL/ AR/ aGhy /o [oaue / 12/ L6/ btk MEAGNANG Y/ /97 / RdE )
BXBLEBL /AL DA/ AL/ Y Nd/EAMBLABY EREY /HAS / BEL ML L
LEY/ /ALY AR/ BYSAXRAAS LR/ EBBELS AAN AV /WY /AXY /AL AL L AL
LRARGEE/ LB/ KR! ARSARAAALAY /Yoo WS /YA / AR/ IR EELRERL /AAR T ABL) &
ﬂd#!/i!¢éﬂt/dé§11¢!lIﬂﬂ/tﬂt/tﬁéltltéldbﬁ/A#ﬁﬁﬂ/AﬂV/ﬁ@V/fd!VM/iﬂ
£n/ JEB/ AFAY /KDY / ARA/ FANRRY /W YRR/ KEA/ Sl isA bhd Y
ﬁiﬁVVd/MVﬁ%ﬂﬂvA#ﬂwﬂvAﬂﬁi/dudﬁdd/ﬁttﬂit[ Except as provided in
subsection (4), each broker-dealer registered in this state
shall make and keep all books and records in conformity with
Securities Exchange Act of 1934, regulation 240.,17a-3. 1In
addition, each broker-dealer registered in this state must make
and keep those books and records required to be made and kept
by any self regulatory organization of which it is a member and
by any federal government adency with which it is registered or
licensed,

Each broker-dealer shall keep and maintain at branch
offices the following items relating to the operations of that
branch office, which, together with any other books and records
made or kept at the branch office, are open to inspection by
the commissioner, pursuant to 30-10-204(11), MCA:

a a complaint file containing either:

ay a separate file of each written customer or client
complaint and the action taken by the broker—dealer With

respect to each complaint; or

{1i) a_separate record of each complaint and a clear
reference to the files containing the correspondence connected
with each complaint as maintained in the branch office;

(b) a Titigation file documenting each criminal or civil
action filed in a state or Ffederal court against the
broker-dealer branch office or against any of 1ts personnel
with respect to a securities or an investment advisory
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transaction and the disposition of any such litigation;

(c} a correspondence file contalning all correspondence
disseminated to or received from the public in connection with
the business of the branch office;

(d) copies of each confirmation of purchase and sale sent
tO each customer and- each order ticket completed at the
branch office;

e copies of each periodic statement sent to a customer;
(f) commission runs showing the amount of commissions

earned by each salesman of the broker-dealer: \
_TﬁTx_fEE“ﬂﬁﬁE'!ﬂa_ﬁaﬂTEEE—Er‘E!UH‘EUStomer or clientg,

whether the customer or client 1s leqally of age, the signature
of the salesman introducing the account, and the signature of
the officer or manager accepting the "account for the
broker-dealer. If a broker-dealer customer is associated with
or employed by another broker-dealer, this Tfact must be

recorded, In discretionary broker-dealer accounts, the
broker-dealer ghall also record:
(1) the age or approximate age and occupation of the
customer;
i1 the signature of the person authorizing the use of

discretion; and
the signature of each person authorized to exercise
discretion in such account;

{h) copies of each written margin agreement; and

{I) coples of each written option agreement.

(37 The commissioner may copy records made, kept, or
maintained pursuant to subsections (1) and (2} Of require a
broker-dealer registered in this state to copy those records
and provide the copies to the COmmisSSionet in _a manner
reasonable under the circumstances.

(4) The commissioner may by order, upen written request
and for good cause shown, waive any of the requirements of this
rule,

AUTH: 30-10-107, MCA  IMP: 30-10-201, MCA

6,10,123 BOOKS AND RECORDS (1) E¥éry
1i¢¢A#Ed Each regis%eteg Investmént AA¥IZEF adviser shall make
and keep frue, accurate, and current books and records relating
to his investment advisory business including at least the

following:
{a) X a list or other record of AXY/Ag¢#¥rEg each account
in which the investment Ad¥igdY adviser is vested with a

power of attorney with respect to AA¥ a client.

(b) KXY/pdwérd each power of attorney and other evidences
of the granting of any scretionary authority by a client to
the investment Ad¥iddY adviser, or copies thereof.

{(¢) KIY each written Ad/##derY# agreement (or copies
thereof) entered into by the investment adviser with
##¢¥ a client or otherwise relating to the business of BU¢K the
investment Ad¥iddY adviser as such,

{d) a complaint file containing each written customer or
client complaint and the action taken by the investment adviser
with respect to each complaint;

{e) a litigation file documenting each criminal or civil
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action filed in a state or federal court against the investment
adviser or against any of its personnel with respect to a
securities or an investment advisory transaction and the
disposition of any such litigation;

(f) a correspondence file containing all correspondence
disseminated to or received from the publi¢ in connegtion with
the business of the investment adviser,

(2) Each registered investment adviser, before ceasing to
conduct or discontinuing business as an_investment adviser,
shall arrange for and be responsible for the preservation of
the books and recoras reguired to be made and Kept and shall
notify the commissioner in writing of the exact address where
such books and recoras will be kept.

{3}) The commissioner may copy records made, kept, or
preserved pursuant to subsections (1] and (Z) or require an
investment adviser registered in this state to copy those
records and provide the coples to the commissioner in a manner
reasonable under the circumstances.

(4) The commissioner may by order, upon written request
and for godéd cause shown, walve any of the requirements of this
rule.

AUTH: 30-10-107, MCA; IMP: 30-10-201, MCA

6.10,124 ',mz MONTANA )IENI‘IAKE IN ,__ CAPITAL
K FOEARL T LA r

EXEMPTION 1A ‘ didndr
o'l / ZMVﬂAAAO&AA&A///M¢A//VW9V3Y//A%xtA£M¢V/JBf1ﬂ/ZﬂZ
EUYQAGY /X0 / IMQK/ LXIBRY / BYALL AR/ f Y Vo KL AR EAEE L BhE
BY/ AN/ ARBOAL, AN /e /Y [ BE AL B/ AELOAARLLE! AAY IO/ oL #
LHAW / BB/ et AR/ A [ BERER ) MY [ R 7 el ibold / S /X 2
EARELLUY LW/ OWOAARS,/ [V VST [ L BEL KA /9y Vo Vals /Y e/ BEEE L éd
AR/ AOLA/ 71N/ [ ESUBY VUL / NN/ A | ERAALIANG / R LIRS/ / RRA
¢ORAYY v A/ Pursuant to 30-10-105, MCA, securities offered or
sold in accordance with all the c¢onditions set forth in this
rule are exempt from the registration requirements of
30~10-202, MCX. The exemption authorized by this rule may be
cited as the Montana Investment Ca_ltal Exem-tion.
g FEEAAL/ a COE O TIVINIIE T INEA 1 4
éx¢ﬁ#ﬁiﬂﬂ/ﬁhéll//ﬁﬁ/ﬁﬁyﬁdﬁﬁbbba/di/éﬁld/ti/iﬂi/ﬂédﬂd/ﬁf/dﬁﬂétdl
AASELYAELNG /B /AEREL AL/ BBY LAY RA L BRS
18) /] AN/ Fevsonly /id /62 £/ 6L/ ALY (2) Each person who
offers or sells securities pursuant to the
Montana Investment Capital Exemption shall be registered as
ZZTEEAER a salesman or BroRgfrdgZlIgrg a broker-dealer in
accordancé With FZEFRigr 30-10-201, MCA/[
1¢Y//XV/Idd#ﬁ/l#ﬁ/AAyﬁ/tﬁdxﬂfAﬂY/&dV/dffd?/ﬁi/A*MﬁV/MV/A
BELEABR/ LB/ REAKS FrfANS S /S [ YA GULY JERAX L EALAS KA KAl k) L EE
diédlﬁ#ﬁté/dbtﬁméﬁt/ﬁﬁﬁ%VAﬂﬁ¥ﬁﬂﬁﬂ#V§$VthV/ﬁlﬁﬂd/ﬁﬂﬂﬂV/¥/¢K¢¢K
b4.199 7104 @WS’/W/VW/MM!M/AMM/MW/:/MM £
dddvb@ibh@bV// £/ NSRS [ BELARERL / S 1 BY/ Y /R AL R
CEREALR/ AL/ S Yda Y /AL S EBXXBRIRBL /[ KBS DAL/ oY /Ao /a8 /L Re
LEBABLL ) AIAS [ RARBE L SRS FBRE B L/ AR FBE L EB/ s /AR YA/ Ay / &
ALBRLIBELER/ Y/ /L RE/ [ArAVARARA /X B/ R/ BBLAL ) A / ARBAAY / B
LOUH VoS MY N /B BRI/ ABB/S AR/ [l 9 / AR/ AR/ NVYY /g
BAYAY /3 /RYSUOYY /BL [ LB/ ABECALS K WVSS Y fo /8 AY AR /BA/ L K EX
EAEYSYBL / NH 1 BE ] SBVASSSYS ) | BOMEANLRAS 18R | At/ a1/ AN / &
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MBRYERA/ BALELALLAA/ DEDARARSOR! ffofs Mol Sl ARy A/ Sk B/ BY
AUAYIEASAAINS 8L 4/ R [ L EEBRRERBR A/ AN /UBBIS /e | RREARA/ / BY
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ddddvvvvﬁy/wd{dﬁY/bttétﬁﬁ//AMV/ﬁdﬁﬁ¢d/Aﬁ*ﬂY/#Hé/Aﬁ%%ﬁﬁﬁ%//ﬂt
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iésﬁét/#/éétﬁtlliéé/ﬁﬂwwﬁ/ AWMOQOWVAMnﬁ%%y y PR 9d
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3 Only a corporation may use the Montana Investment
Capital EXxemption, The Montana Investment Capital Exemption is
available only 1f one class of stock is outstanding atter the
offering unless, upon written request, the COMMiSSiONer Waives
this requirement as not being necessary under the circumstances
to protect 1investors. The Montana Investment Capital EXemption
may not be used for the cffer and sale of debt securities. The
Montdana Investment Capital ExXemption is not avallable if the
issuer or i1ts affiliates have previously sold securities of
such issuer or affiliate under 30-10-203, MCA, {registration by
notification); 30-10-204, MCA, (registration by coordination):
30-10-205, MCa, (reyistration by qualification); or under
similar provisions of the securities or blue sky Jaws of any
other state, Tf an issuer has previously filed an application
for registration of its securities in this or any state but no
sales were made pursuant to that registration, the Montana
Investment Capital Exemption remains avaiiable, but the issuer
must advise the commissioner of its prior applications for
registration. The commissioner may redquire disclosure of the
reasons why no sales were made pursuant to the prior
registration applications. An issuer may use the Montana
Investment Capital Exemption more than once but the total
amount of funds raised by the issuer
{a) under the Montana Investment Capital Exemption,
excluding offerings by afflliates of the 1ssuer With respect to
business ventures unrelated to that of the issuer occurring
more than 24 months prior to or more than 24 months after the
offering by the issuer under consideration, may not exceed

$500,000; and
( under all exemptions, inc¢luding offerings by

affiliates of the issuer and excluding amounts raised pursuant
to the exemptions provided for in 30-10-105(7) and
30-10-105(8), MCA, may not exceed $500,000 in any 1Z-month
period during which the Montana Investment Capital Exemptlon is
used.

(4) Sales commissions or other remuneration may be paid
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for offering or making sales of shares under the Montana
fnvestment Capital Exemption, but the amount of all such
remuneration must be disclogsed on the Montana Investment

Capital Exemption Form,
{5) The maximum number of purchasers under the Montana

Investment Capital Exemption in any consecutive 12 months is
40. Husband and wife are counted as one purchaser, as Is an
estate, Each shareholder of a corporation and each beneficiary
of a Erust i1s counted geparately as a putchaser in addition to
the corporation or trust unless the shareholder or beneficiary
has been a shareholder or beneficiary for at Jeast & months
prior to the purchase,

“(6) Each offeree under the Montana Investment Capital
Exemption shall be furnished a disclogure document on a form,
called the F"Montana Investment Capital Exemption Form",
provided by the commissioner. A copy of the Montana Investment
Capital Bxemption Form with all attachments must be furnished
to each prosgpective purchaser at the time of the offer of such
shares and at least 24 hours before the prospective purchaser
either agrees to purchase the shares or pays consideration,
whichever 18 earlier. If during the course of an offering made
under the Montana Investment Capltal Exemption an event that
would materially affect the Issuer, its prospects, or
properties or otherwise materially affect the accuracy or
completeness of the information contained in the Montana
Investment Capital Exemptlon Form occurs, the offeror must
revise the Montana Tnvestment Capital Exemption Form promptly
to reflect the event, file the revised Montana Investment
Capital Exemption Form with the commissioner, and use the
revised Montana Investment Capital EXemption FOrm For each
offer and sale of shares In the offering thereafter,

(7} Upon effectiveness of the Montana Investment Capital
Exemption, sales material may be used, 1n accordanceé with ARM
6.10.103, to solicit investors.

{8) Each share s0ld pursuant to each Montana Investment
Capital Exémption offering must be sold for cash and must be
offered and sold at the sameé price,

~ [9] The terms of the subscription of purchase for all
shares sold under the Montana Investment Capital Exemption must
provide that the shares will be fully paid for within 30 days

of the date of subscription,
{10) The issuer shall specify, in the Montana Investment

Capital Exemption Form, the minimum amount of funds necessary
to achieve the results antlcipated, The minimum amount of
funds necessary to achleve the results anticipated shall be
equal to the minimum amount of funds to be raised through an
offering made under the Montana Investment Capital Exemption.
The Issuer shall also establish a maximum amount of tunds to be
so raised, and the minimum amount may not be less than /5% oOf
the maximum amount.

{11) The issuer must establish, through a signed escrow
agreement, a separate escrow account, with a financial
institution acting as escrow agent, for all funds received for
sales of securities under the Montana Investment Capltal
Exemption until at least the minimum amount has been raised.
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If the minimum amount is not raised within 6 months of the
effective date of the Montana Investment Capital Exemption
thén all funds, inciuding any 1nterest thereon, must be
promptly returned to the investors. Upon good cause shown, the
commissioner may, however, extend the date by which the minimum
amount must be raised.

(12) The Montana Investment Capital Exemption is
effective upon order of the commissioner and remains effective

for 1 year,
(¥§$ An initial management compensation in cash or
property may not be paid to a promoter, officer, director, or

person owning 10% or more of the outstanding shares of the
igsuer, but

a actual out-of-pocket expenses may be reimbursed to
the promoter, officer, director, or person owning l0% or more
of the outstanding shares of the issuer; and

(6] reasonable salaries may be paid to any such persons
during periods when the issuer is actually conducting business

operations.
(14)  The issuer shall place a legend on the stock
certificate evlidencing the shares sold under the Montana

Investment Capital Exemption In substantially the following
form: "These shares are not registered under the Securities
Act of Montana and may not be olfered, sold, pledged (except a
pledge pursuant to the terms of which any offer or sale upon
foreclosure would be made in a manner that would not viclate
the registration provisions of the Securities Act of Montana),
or otherwise distributed for value, nhor may these shares be
transferred on the books of the company without opinion of
counsel that no violatIon of reglstration provisions would
result therefrom.™

{15)(al A person may not purchase shares under the
Montana Investment Capital Exemption in excess of the greater of

(1) 15,000;

i 25% of his annual income for the last calendar year;

or

(iii) 25% of his net worth, exclusive of equity in
residence, automobiles, furnishings, Jewelry and péersonal
effects.

If a person purchases more than $15,000 worth of
shares in an offering, the issuer shall obtain from the
purchaser and preserve for 3 years a signed statement that the
amount of the purchaser's investment does not exceed 25% of his
annual income or net worth.

{¢) Tf shares are to be purchased for a pension_ fund, an
IRA account, or a Keough plan, the pension fund, TRA account,
or Keough plan must meet independently the requirements of
subsection iI§51a5l15 tEhrough lE§SZa5(1¥15.

(16) Each director, chief executive officer, and
accounting officer of the issuer shall sign the Montana
Investment Capita. Exemption Form an Yy such action shall
certify that each has made reasonable efforts to verify the
material accuracy and completeness of the Information it
contains, For the Montana Investment Capital EXemption to be
available, the chief executive and accounting officers of the
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issuer shall, before the investor invests, make themselveg and
the issuer's books and records available to each investor to
respond to questions and otherwise verify the information
contained In the Montana Tnvestment Capital Exemption Form.

{17) An 1ssuer using the Montana TInvestment Capital
Exemption shall file with the commissioner:

{(a] " an _original, manually signed copy of the Montana
Investment Capital Exemption Form;

{(b] "a filing fee of $200.00;

{c) a consent to seérvice of process, which is attached to
and made a part of the Montana Ihvesthient Capital EXemptich
Form;

(d) a copy of the signed escrow agreement required by
gubsection (11) of this rule;

(e) such other information as the commissioner may

reguire; and
{f) a final sales report within 60 days of either the

date of the last sale made pursuant to the Montana Investment
Capital Exemptlon or the end of the year for which the
exemption was granted, whichever is earlier. The final sales
report must include thé number of sales, thé number of
gecurities gold, and the aggregate dollar amount of sales,

(18) An exemption under this rule Is not available for the
gecurities of an issuer if the person filing the Montana
Investment Capital Exemption Form, the issuer, offlcer, ot
director of the issuer, a person occupying a similar status or
performing similar functions, .or a person directly or
indirectly controlling or controlled by the issuer

(a) has been convicted within 5 years prior to filing the
Montana Investment Capital Exemption Form of:

(i) a felony or misdeméanor in connection with the offer,
purchase, or sale of any security; or

(11) a felony involving Ffraud or deceit, including but not
limited to forgery, theft, or deceptive practices:

{(b) is currently subJect to a state administrative
enforcement order "or Judgment entered by that state's
commissioner within 5 vyears prior to filing the Montana
Investment Capital Exemption Form;

{c) is currently subjéct to an order or judgment entered
by the federal securities and exchange commission within 5
years prior to filing the Montana Investment Capital] Exemption
Form; or

d is currently subject to an order, 3judgment, or decree
of a court of competent Jurisdiction temporarily or permanently
restraining or enjoining the party from éngaging In a conduct
or practice in connection with the offer, sale, or purchase of

a security.
177 119) The ¢orfig£YdAEY commissioner may by order

revoke, deny, or further condition the use OF this exemption
with respect to #hY¥ a particular offering when the commissioner
finds that such an order is necessary £8Y/AM fvovetyiion /o8
Indg8Egrd to protect the investor or a person engaged in
securities transactions and is in the public interest,

fZ7 (20) Upon the entry of an order under subsection fZJ)
(22) of this rule, the commissioner shall promptly notify the

10-5/26/88 MAR Notice No. 6-20



~936-

issuer of the securities that an order has been entered and of
the reasons therefore and that, if regquested by the isgsuer
within 15 days after the receipt of the commissioner's order,
the matter will be promptly set down for hearing, If no
hearing is requested within 15 days and none is ordered by the
commissioner, the order will remain in effect until it is
modified or vacated by the commissioner. 1If a hearing is
requested or ordered, the commissioner, after notice of and
opportunity for hearing, may affirm, modify, or vacate the
order.

AUTH: 30-10-105 and 30-10-107, MCA

IMP: 30-10-105, MCA

3. The text of the proposed new rules is as follows:

Rule I WHOLE MORTGAGES EXEMPTI (1) By authority
delegated to the comm1551oner in 30-10- -105, MCA, a transaction
in a bond or other evidence of Indebetedness secured by a real
or chattel mortgage or deed of trust, or by an agreement for
the sale of real estate or chattels, 1s exempt from the
registration requirements OFf 30-10-201(1) Ethrough 30-10-201(3),
MCA, and 30-10-202, MCA, if the entire mortgage, deed of trusg,
or agreement, together with all the bonds or other evidences of
indebtedness secured thereby, is offered and sold as a unit.

AUTH: 30-I0-105 and 30-10-107, MCA

IMP: 30-10-105, MCA

Rule TII Bl
authority delegated to the commissioner 1n 30 -10-105, MCA, a
transaction in a certificate of deposit Issued bz;ﬁand
representing an interest in or a debt of or guaranteed by a
savings and loan association or a building and loan or similar
association, other than those described in 30-10-104(4), MCA,
15 eXempt from the regjstration requirements of 30-10-201(1)
through 30-10-201(3), MCA and 30-10-202, MCA, if:

{a) it 1s sold through a registered broker-dealer and
registered salesman;

(b} the issuer savings and loan association is a member
of the federal savings and loan insurance corporation; and

(c) the sums representing the certificate of deposit are
fully insured by the federal savings and loan insurance
corporation,

AUTH: 30-10-105 and 30-10-107, MCA

IMP: 30-10-105, MCA

4, The amendménts to ARM 6.10.101 identify specifically
the rule that applies to exempt securities or exempt
transactions. 'The amendments to ARM 6,10.102 add definitions
for terms used in the rules but not defined in the Securities
Act of Montana and to clarify existing rule definitions. The
amendments to ARM 6,10.103 specify the instances in which sales
material must be filed with the commissioner. The amendments
to ARM 6.10.104 eliminate obsolete provisions and describe the
escrow requirement authorized in 30-10-206(2), MCA. The
amendments to ARM 6.10,105 clarify that waivers remain in
existence only while a security is in escrow, ARM 6.10.106 is
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being repealed because the commissioner lacks authority to
enforce it. ARM 6.10.107 is being repealed because it imposes
unnecessary requirements. The amendments to ARM 6.10.108
clarify that an issuer must file a sales report annually while
registered and upon completion, discontinuance, or termination
of the sale of registered securities and that a complete sales
report must include information only for sales in this state.
ARM 6.10.109 is being repealed because it imposes unnecessary
requirements, The amendments to ARM 6.10.110 eliminate
obsolete provisions and prevent a promoter from assessing a
penalty against a subscriber who subsequently changes his mind
and refuses to purchase securities in a new company. To
promote uniformity in regulation, ARM 6.10.112 through ARM
6.10.119, providing recordkeeping requirements, are being
repealed and recordkeeping requirements are instead proposed in
ARM 6.10.122. The amendments to ARM 6.10.120 correct outlining
ptoblems, clarify that a subject of an order or judgment
entered by the SEC who is registered by the SEC is not barred
from obtaining an exemption for securities he wishes to offer
or sell, and change the name of the exemption provided in the
rule to reflect that it is not a uniform exemption, The
amendments to ARM 6.10.121 implement statutory authority to
regulate investment adviser representatives: specify which
applicants for registration must pass an examination and, if an
egamination is necessary, which examination the commissioner
requires; specify the place where an application for
registration or termination of registration must be filed; and
clarify that an investment adviser must advise the commissioner
if it uses as an investment adviser representative an
individual who is not licensed as such because he is licensed
4s a salesman. The amendments to ARM 6.10.122 describe the
books and records that each broker-dealer and each branch of a
broker-dealer must keep, maintain, and make available to the
commissioner. The amendments to ARM 6.10.123 describe the
books and records that each investment adviser must keep,
maintain, and make available to the commissioner. The
amendments to ARM 6.10.124 are reasonably necessary because the
exemption that the rule currently provides requires that
certain specific items of disclosure be provided to prospective
investors but does not specify the amount of disclosure that
must be made with respect to each item, Most filings curtently
filed pursuant to the exemption currently provided by the rule
would probably violate 30-10-30]1, MCA, because they do not
provide adequate disclosure to potential investors. TIf the
commissioner were to review current filings for compliance with
30-10-301, MCA, the issuers would likely have to obtain
professional assistance to ensure compliance. There would be
little incentive to use the existing exemption. ‘The proposed
amendments alleviate questions of adequate disclosure and allow
small businesses to raise investment capital without having to
go to the expense of registration. The amendments reguire an
issuer to use a fill-in-the-blank disclosure form that, if
properly completed, provides information similar to that
contained in a professionally prepared prospectus covering the
securities of a small issuer, A potential investor provided
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the fill-in-the-blank disclosure form would have sufficient
disclosure about the offered security. Use of the .
fill-in-the~blank disclosure form would protect the promoter of
a new venture from being accused of omitting material facts and
provide a clear understanding of the disclosures he must make
to avoid registration. Rule I is reasonably hecessary to
promote uniform regulation of securities among the state by
exempting, from registration, transactions involving whole
mortgages, Rule II is reasonably necessary to exempt from
registration certificates of deposit issued by an out-of-state
savings and loan association,

5. Interested persongs may present oral or written
comments at the hearing. Written comments may also be
submitted to Kathy M. Irigoin, State Auditor's.Office, P.O. Box
4009, Helena, Montana, 59604, before June 27, 1988.

6. KXathy M, Irigoin has been designated to preside over
and conduct the hearing.

7. The commissioner's authority to amend, repeal, and
adopt the rules is 30-10-107, MCA, and the rules implement
Title 30, chapter 10, parts 1 through 3, MCA.

commissioner/df Securities

Certified to the Secretary of State this 16th day of May, 1988,
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STATE OF MONTANA
N DEPARTMENT OF COMMERCE
BEFORE THE BOARD OF VETERINARY MEDICINE

In the matter of the proposed ) NOTICE OF PROPOSED AMENDMENT
amendment of a rule pertaining ) OF 8.64.402 FEE SCHEDULE
to fees. ) .

NO PUBLIC HEARING CONTEMPLATED

TO: All Interested persons:

1. On June 25, 1988, the Board of Veterinary Medicine
propoges to amend the above-gtated rule.

2. The proposed amendment of 8.64.402 will read as
follows: {new matter underlined, deleted matter interlined)
(full text of the rule is located at  page 8-1783,
Adninistrative Rules of Montana)

8.64.402 FEE SCHEDULE
(1) Veterinarians )
ta) Annual renewal of certificate

of registration $25.00
(b) Restoration 25+680 50.00
(c) Application for examination 75.00

Auth: 37-1-134, 37-18-307, MCA Imp: 37-18-307, MCA

REASON: The board is raising the restoration fee due to the
increased cost of sending late noticea (return receipt
requested), the cost of running duplicate renewala, and the
time spent by the board and staff on reviewing applications
for restoration of license.

3. Interested persons may submit their data, views or
arguments concerning the proposed amendment in writing to the
Board of Veterinary Medicine, 1424 - 9th Avenue, Helena,
Montana 59620-0407, no later than June 23, 1988.

4. If a person who is directly affected by the proposed
amendment wishes to express his data, views or arguments
orally or in writing at a public hearing, he must make written
request for a hearing and submit this request along with any
comments he has to the Board of Veterinary Medicine, 1424 -
9th Avenue, Helena, Montana 59620~0407, no later than June 23,
1988.

5. If the board receives requests for a public hearing
on the proposed amendment from either 10% or 25, whichever is
less, of those persons who are directly affected by the
proposed amendment, from the Administrative Code Committee of
the legislature, from a governmental agency or subdivision or
from an association having no less than 25 members who will be
directly affected, a public hearing will be held at a later
date. Notice of the hearing will be publighed in the Montana
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the fill-in-the-blank disclosure form would have sufficient
disclosure about the offered security. Use of the
fill-in-the-blank disclosure form would protect the promoter of
a new venture from being accused of omitting material facts and
provide a clear understanding of the disclosures he must make
to avold registration. Rule I is reasonably necessary to
promote uniform regulation of securities among the state by
exempting, from registration, transactions involving whole
mortgages, Rule II is reasonably necessary to exempt from
registration certificates of deposit issued by an out-of-state
savings and loan association.

S. Interested persong may present oral or written
comments at the hearing. Written comments may also be
submitted to Kathy M. Irigoin, State Auditor's Office, P.O. Box
4009, Helena, Montana, 59604, before June 27, 1988.

6. Kathy M. Irigoin has been designated to preside over
and conduct the hearing.

7. The commissioner's authority to amend, repeal, and
adopt the rules is 30-10-107, MCA, and the rules implement
Title 30, chapter 10, parts 1 through 3, MCA.

y
State Auditor
Commissioner/df Securities

Certified to the Secretary of State this léth day of May, 1988,

MAR Notice No. 6-20 . 10-5/26/88



~939-

STATE OF MONTANA
DEPARTMENT OF COMMERCE
BEFORE THE BOARD OF VETERINARY MEDICINE

In the matter of the proposed ) NOTICE OF PROPOSED AMENDMENT
amendment of a rule pertaining ) OF 8.64.402 FEE SCHEDULE
to feesn. )

NO PUBLIC HEARING CONTEMPLATED

TO: All Interested persons:

1. On June 25, 1988, the Board of Veterinary Medicine
proposes to amend the above-stated rule.

2. The propomed amendment of 8.64.402 will read as
follows: {new matter under)lined, deleted matter interlined)
(full text of the rule is located at page 8~-1783,
Administrative Rules of Montana)

8.64.402 FEE SCHEDULE
(1) Veterinarians
(a) Annual renewal of certificate

of registration 525.00
(b} Restoration 25-00 50.00
(¢) Application for examination 75.00

Auth: 37-1-134, 37-18-307, MCA Imp: 37-18-307, MCA

REASON: The board is raising the restoration fee due to the
increased cost of sending late notices (return receipt
requested), the cost of running duplicate renewals, and the
time =mpent by the board and staff on reviewing applications
for restoration of license.

3. Interested persons may submit their data, views or
arguments concerning the proposed amendment in writing to the
Board of Veterinary Medicine, 1424 -~ 9th Avenue, Helena,
Montana 59620-0407, no later than June 23, 1988.

4. If a person who is directly affected by the proposed
amendment wishes to express his data, views or arguments
orally or in writing at a public hearing, he must make written
request for a hearing and submit this request along with any
comments he has to the Board of Veterinary Medicine, 1424 -
9th Avenue, Helena, Montana %59620-0407, no later than June 23,
1988.

5. If the board receives requests for a public hearing
on the proposed amendment from either 10% or 25, whichever is
lesa, of thoge persons who are directly affected by the
proposed amendment, from the Administrative Code Commjittee of
the legimlature, from a governmental agency or subdivision or
from an association having no less than 25 members who will be
directly affected, a public héaring will be held at a later
date. Notice of the hearing will be published in the Montana
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Administrative Register. Ten percent of those persons
directly affected has been determined to be 75 based on the
licensees in Montana.

BOARD OF VETERINARY MEDICINE
WILLTAM J. QUINN, D.V.M.
PRESIDENT

~ ‘ N,(‘
KEITH L. COLBO, DIRECTOR
- DEPARTMENT OF COMMERCE

BY:

Certified to the Secretary of State, May 16, 1988,
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BEFORE THE BCARD OF PUBLIC EDUCATION
OF THE STATE OF MONTANA

In the matter of the } NOTICE OF PUBLIC HEARING ON PROPOSED
amendment of Teaching ) AMENDMENT OF ARM 10.55,303, TEACHING
Assignments, Definjtions) ASSIGNMENTS, ARM 10.57.102, DEFINI-

and Endorsement Informa-) NITIONS, AND ARM 10.57.301, ENDORSE-
tion ) MENT INFORMATION

TO: All Interested Persons

1. on Jane 17, 1988, at 10:00 a.m., or as soon
thereafter as it may be heard, a public hearing will be held
in Room 303, Workmen's Compensation Building, 5 South Last
Chance Gulch, Helena, Montana, in the matter of the amendment
of ARM 10.55.303, Teaching Assignments, ARM 10.57.102,
pefinitions and ARM 10,57.301, Endorsement Information.

2. The rules as proposed to he amended provide as
follows:

10.55.303 TEACHING ASSIGNMENTS (1) and (a) remain the
same’,

(b) Teachers assigned in grade 7 or 8 who hold a
secondary certificate may teach in subject areas for which
they hold no endorsement if they have 15 gquarter hour (10
semester) credits of preparation in the assigned subject area
and are assigned by September 1, 1988, The 15 credits shall
include a methods course in the teaching of that subject area
appropriate to the grade levels. Transcripts reflecting the
15 specific subject credits including a methods course must be
submitted with the 1988-89 Fall Report for evaluation and
certification by the certification office. If this
requirement 1s not met, a deviation would occur on the
school¥s™ accreditation status, Teachers not meeting this
requirement, or those who are reassigned or moved to a
different school, shall need endorsement.

(c) and (d) remain the same.

(2) Certification at the elementary level bhased on a
bachelor's degree entitles the holder to teach in grades
kindergarten through mine- eight. Exception: In schools
organized as a Jjunior high school, teachers with such
certification who are assigned at the ninth grade level by
September 1, 1888, shall have & minimum of 30 quarter (20
semestey) credits 1In all subjects which_they _Lfeach at-Lhe
minth-gwade- for which they hold no endorsement, Transcripts
reflecting the 30 specific subject credits must be submitted
with the 1988-89 Fall Report for evaluation and certification
by the certification office. Tf this requirement is not met,
a _deviation would occur on the school's accreditation status,
Teachers not meeting this reguirement, or those who are
reassigned "or moved to a different school, shall need
endorsement .

AUTH: Sec. 20-7-101 MCA

IMP: Sec, 20-4-101, 20-4-102 MCA

3. The bnard is proposing this amendment to delete an
exception from the existing rules and provide continuity in
the presaent rules.
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10.57.102 DEFINITIONS (1) through (8) remain the same.

(5) T"Elementary endorsement”™ of class 1, class 2 and
class 5 certificate means the holder is authorized to teach in
grades kindergarten through eight. piney—-excapt--that-ninth

3 LT Ot- 30

3 : i -

grade—teactrers-—shal--—fra SRR 20
" kY A i A a2 Y 3

semesterr-gredtte—dm-gdl-a & vhich-they_teach

(10) through (21) remain the same,

AUTH: Sec. 20-4-102 MCA

IMP: Sec. 20-4-106 MCA

3. The board is proposing the amendment to the rule to
remove @ misleading statement from the certification rules
since, in practice, an elementary teacher cannot teach in the
secondary level.

10.57.301 ENDORSEMENT INFORMATION (1) through (8) remain
the same.

(9) An endorsement may be dropped from a teaching or
administrative certificate at the end of the valid term of the
certificate provided minimum certification requirements ({as
outlined 1n 10,57.402 or 10.57.403) "are met without Tthat
endorsement, The applicant must request removal of the
endorsement in  writing and indicate where  he/she 15
teaching/administering, if appropriate., The school district
will be "advised of the actlon.  Once an endorsement has been
removed from a certificate, future endorsement in that area is
contingent on vertification of completion of a current college
approved program.

AUTH: Sec. 20-4-102 MCA

IMP: Se¢, 20-4-103, 20-4-106 MCA

3. The board 1is proposing this amendment to provide a
procedure that allows for the removal of an endorsement while
protecting interested parties,

4. Interested persons may present their data, views or
arguments either orally or 1In writing to Alan Nicholson,
Chairman of the Board of Public Education, 33 South Last
Chance Gulch, Helena, Montana 59620, no later than June 23,
1988,

5. Alan Nicholson, Chairman, and Claudette Morton,
Executive Secretary to the Board of Public Education, 33 South
Last Chance Gulch, Helena, Montana, have been designated to
preside over and conduct the hearings,

, CHATIRMAN
BOARD OF PPBLIC EDUCATION

BY:

Certified to the Secretary of State May 16, 1988,
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BEFORE THE DEPARTMENT OF REVENUE
OF THE STATE OF MONTANA

IN THE MATTER OF THE AMEND- ) NOTICE OF PUBLIC HEARING on
MENT of ARM 42,25.511 relat- ) ARM 42.25.511 relating to
ing to Coal Gross Proceeds ) Coal Gross Proceeds on
on Processing, Refining, ) Processing, Refining,
Royalties for Contract Sales ) Royalties For Contract Sales
Price. ) Price

NO PUBLIC HEARING CONTEMPLATED

TO: All Interested Persons:

1. On July 5, 1988, the Department of Revenue proposes to
amend ARM 42,25.511 relating to Coal Gross Proceeds on
Processing, Refining, Royalties.

2, The rule as proposed to be amended provides as
follows:

42.25.511 DETERMINATION OF CONTRACT SALES PRICE (1) = The
department shall consider the date the coal iIs loaded for final
trangportation to the purchaser ag the time for determining the
contract sales price of the coal., To arrive at FOB mine price
any shipping or any other expenses incurred after the coal is
prepared for shipment may be excluded from the contract
revenue. The contract sales price will be determined by
deducting from the coal sales value Pve-Br-ﬂuﬂnr1n*ee—amonnts
eharged-4to—the-purcheser-—o pay-taxes-on-production the
allowance for federal, state, and Indian royalties, (4) the
processing allowance resulting from Imputing value according to
42,235,515, and (c) the amounts charged to the purchaser to pay
taxes on production.

(2) In computing production taxes the operator may include
that amount which he expects to pay or the amount charged to the
purchaser, If the taxes actually paid on the production are
more or less than the production taxes deducted and affect the
contract sales price, the difference shall be an adjustment in
production taxes deducted for the following year.

(3) The-formura--for-computing-eontrace-saies—prive--shalti
be-POB-mine-price-equais-contract-sates-price-pius-severance-tax
plus--pesonree-—indemnity-~trast —tar—gross--proceeds—-tayr-~---In
computing-thecontract--sates—pricer-che-calendar -year--sates-or
revende—-witlk - be--the--knownr-reference-—point s Contract sales
price should be computed for each contract individually with the
exception of those contracts for which the department imputes
value. The rescource indemnity trust tax and the gross proceeds
tax deductions shall be the actual amount charged to the
purchaser,

(4) remains the same. AUTH, 15-23-108 MCA; IMP, 15-23-701
and 15-23-702 MCA,

3. ARM 42,25,511 is proposed to be amended because in 1983
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the legislature added deductions for federal, state, and Indian
royalties and value added by processing coal. This amendment
adds those deductions to the rule which discusses the
computation of contract sales price.

The starting peoint in the computation of contract sales
price has been referred to as "FOB mine price" in this rule. It
has been changed to "coal sales value", a more general term, to
include situations when FOB mine price is not the value from
which contract sales price is computed. For example, when value
is imputed according to 15-35-107(a), (c), of (d) MCA.

4. Interested parties may submit their data, views, or
arguments concerning the proposed adoption in writing to:

Cleoc Anderson

Department of Revenue

Office of Legal Affairs

Mitchell Building

Helena, Montana 59620
no later than July 8, 1988.

5. If a person who is directly affected by the proposed
amendments wishes to express his data, views and arguments
orally or in writing at a public hearing, he must make written
request for a hearing and submit this request along with any
written comments he has to Cleo Anderson at the above address no
later than July 8, 1988.

6. 1If the agency receives requests for a public hearing on
the proposed amendments from either 10% or 25, whichever is
less, of the persons who are directly affected by the proposed
adoption; from the Administrative Code Committee of the
Legislature; from a governmental subdivision, or agency; or from
an association having no 1less than 25 members who will be
directly affected, a hearing will be held at a later date.
Notice of the hearing will be published in the Montana
Administrative Register. Ten percent of those persons directly
affected has been determined to be 2 /i P

i3

;
[

\U\,<Hb¥mv o
{JOEN p. LaFAVER, Director
‘e tment of Revenue

Certified to Secretary of State 5-16-88.
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BEFORE THE DEPARTMENT QF REVENUE
OF THE STATE OF MONTANA

IN THE MATTER OF THE AMERD- )] NOTICE OF PUBLIC HEARING on
MENT of ARM 42,25.1115 relat- ) ARM 42.25.1115 relating to

ing to Deduction For New Red- ) Deduction For New Reduction
uction Equipment Related To ) Equipment Related To Mines

Mines Net Proceeds. ) Net Proceeds.

TO: All Interested Persons:

1. On June 29, 1988, at 10:30, a public hearing will be
held in the 4th Floor Conference Room of the Mitchell Building,
at Helena, Montana, to consider the amendment of ARM 42.25,1115
relating to Deduction For New Reduction Equipment Related to
Mines Net Proceeds.

2. The rule as proposed to be amended provide as follows:

42,.25.1115 COSTS QOF MILLING7y-SMEBFERy AND REDUCTION WORKS

(1) remains the same.

(2) An amount egqual to six percent of the assessed
valuation of the milly--smeltter; or reduction works, for the
calendar year for which the return is made, may be deducted if
the person working the mine or deposit also operates the milly
smettery or reduction works and millsy-smettss; or treats the ore
or deposit mined by him. However, if the mills--emelter, or
reduction works is used to milly—-smelt, or treat the ore or
deposit from any other mine or mines, then the amount of such
depreciation must be apportioned so that only the proper
proportionate part thereof will be included in this return.

(3) Milling and reduction expenses are either (a) repairs
or replacements or (b) additlions or betterments to the plant.
Costs for repairs and replacements which are fully deductible
when incurred may not be added to the amortization base, AUTH,
15-23-108 MCA; IMP, 15-23-503 MCA.

3. Amendments to ARM 42.25.1115 are proposed to explain
that reduction expenses fit into one of twe deduction
categories, but not both. This amendment limits the deductible
amount to actual cost for replacements and advises taxpayers
that replacement costs may not be added to the amortization base
for plant additions and betterments.

Also, all language referring to smelters and smelting has
been deleted since this tax no longer pertains to metals.
Metals are subject to the metal mines gross proceeds tax.

4. Interested parties may submit their data, views, or
arguments either orally or in writing at the hearing. Written
data, views, Or arguments may also be submitted to:
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Cleo Anderson

Department of Revenue

Office of Legal Affairs

Mitchell Building

Helena, Montana 59620
no later than July 2, 1988.

5. Paul Van Tricht, Tax Counsel, Department of Revenue,
Office of Legal Affairs, has been designated to preside over and

conduct the hearing.

JOHN.D. LaFAVER, Director
artment of Revenue

Certified to Secretary of State 5-16-88,
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BEFORE THE DEPARTMENT OF REVENUE
OF THE STATE OF MONTANA

IN THE MATTER OF THE ADOPTION ) NOTICE OF PUBLIC HEARING on

of Rules I, II and III relat- ) the PROPOSED ADOPTION of

ing to Partnerships In Appor- ) Rules I, II and III relating

tionment Formula. ) To Partnerships In Apportion-
) ment Formula.

TO: All Interested Persons:

1. On June 16, 1988, at 1:30, a public hearing will be
held in the 4th Floor Conference Room of the Mitchell Building,
at Helena, Montana, to consider the adoption of rules I, II and
I1I relating to Partnerships In Apportionment Formula.

2. The proposed rules I, II and III do not replace or
modify any section currently found in the Administrative Rules
of Montana.

3. The rules as proposed to be adopted provide as follows:

RULE T PARTNERSHIP DEFINED (1) For purposes of rules I
and TI, a partnership is defined as an enterprise involving
undivided joint ownership and includes but is not limited to
joint ventures and trusts with joint beneficiaries.

AUTH. 15-31-501 and 15-31-313 MCA; IMP. 15-31-305 MCA.

RULE II TREATMENT OF PARTNERSHIPS IN THE APPORTIONMENT
PORMULA (1) 1If the operations of the partnership are unitary
with the business operations of the corporate partner, the
corporate partner's prorata share of the partnership's property,
payroll and sales will be included in the computation of the
apportionment factors.

(2) The definition o¢f unitary will be the same as the
definition of a unitary business as outlined in 15-31-301(2).
However, the corporate partner need not own in excess of 50% of
the partnership for the partnership to be unitary.

AUTH, 15-31-501 and 15-31-313 MCA; IMP. 15-31-305 MCA.

RULE III PARTNERSHIPS - NON-BUSINESS INCOME (1) A
partnership that 1s not part of a corporate partner's unitary
business operation will be treated as follows:

(a) The corporate partner's share of partnership income
will not be included in business income to be apportioned, but
allocated to the states where the partnership operates based
upon the apportionment formula outlined in 15-31-305.

(2) Gain or loss from the sale of a non-unitary
partnetship interest is allocable to this state in the ratio of
the original cost of partnership tangible property in this state
to the original c¢ost of partnership tangible property
everywhere, determined at the time of sale. 1In the event that
more than 50% of the value of a partnership's assets consgists of
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intangibles, gain or loss from the sale of the partnership
interest shall be allocated to this state in accordance with the
sales factor of the partnership for its first full tax period
immediately preceding its tax period during which the
partnership interest was sold. AUTH. 15-31-501 MCA; IMP. 15-31-
304 and 15-31-305 MCA.

4. The Department is propesing rule I to define what a
partnership is.

Rule II is needed to outline the treatment of partnerships
for apportionment factor purpceses and define what constitutes a
unitary partnership for purposes of inclusion in the
apportionment factors. Before the property, payroll and sales
of any business may be included in the computation of the
apportionment factor, a unitary business relationship must exist
between the payor and the payee. This c¢riteria has been upheld
in numerous court cases involving the unitary business principle
including recent U.S. Supreme Court cases involving ASARCO and
Woolworth.

Rule III is needed to clarify the treatment of non-unitary
partnerships for Montana corporate license or income tax
purposes. Rule III is also needed to correct a potential
problem that has occurred in California regarding the disposal
of a non-unitary partnership interest. 1In the California case a
non-unitary partnership with 100% of it's buginess operations in
California was disposed of by its corporate partners. The
california court assigned the gain on the sale of the
partnership to the corporate partner's commercial domicile which
was not in California. The Department believes the gain should
be assigned to those states where the partnership's tangible
property is located. Without this rule, Montana would be faced
with the same situation as in California.

5. Interested parties may submit their data, views, or
arguments either orally or in writing at the hearing. Written
data, views, oOr arguments may also be submitted to:

Cleo Anderson
Department of Revenue
Office of Legal Affairs
Mitchell Building
Helena, Montana 59620
no later than June 23, 1988.
6. Eric Fehlig, Tax Counsel, Department of Revenue,
Office of Legal Affairs, has been designated to preside over and
conduct the hearing.

Certified to Secretary of State 5/16/88.
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BEFORE THE DEPARTMENT OF REVENUE
OF THE STATE OF MONTANA

IN THE MATTER OF THE ADOPTION ) NOTICE OF PUBLIC HEARING on

of Rule I relating to "Point ) the PROPOSED ADOPTION of Rule
Of Beneficiation" Mines Net ) I relating to "Point Of Bene-
Proceeds. ) ficiation" Mines Net Proceeds.

TO: All Interested Persons:

1, On June 29, 1988, at 9:30, a public hearing will be
held in the 4th Floor Conference Room of the Mitchell Building,
at Helena, Montana, to consider the adoption of rule I, relating
to "Point of Beneficiation" Mines Net Proceeds.

2. The proposed rule does not replace or modify any
section currently found in the Administrative Rules of Montana.

3. The rule as proposed to be adopted provides as
follows:

RULE I MINING VERSUS NONMINING PROCESSES (1) The gross
value of minerals subject to tax will be determined at the point
where mining processes end and manufacturing or non-mining
processes begin. In general, mining includes overburden
removal, blasting, loading, transportation between mining
processes, sorting, reduction and drying. Processes which will
be considered non-mining are fine grinding, burning or
calcining, blending with other materials, and treatment
effecting a chemical change and packaging.

The points at which mining processes end for specific minerals
are listed below.

Mineral Valuation Point
Bentonite after crushing and drying
Gypsum after crushing
Limestone ' after crushing
Talc after crushing and sorting
Vermiculite after screening

No deductions will be allowed for costs incurred beyond the
valuation point. AUTH. 15-23-108 MCA; IMP. 15-23=502 and 15-23-
503 MCA.

4. The Department is proposing rule I because the mines
net proceeds statute does not address the point at which a
mineral is to be valued for this tax. The Montana Supreme Court
decision in the Pfizer vs. Madison County represents the first
authority on this subject. This rule establishes the guidelines
for minerals not at issue in that case and also provides
guidelines for future determinations of the valuation point for
other minerals.
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The Internal Revenue Service also makes a distinction between
mining and non-mining processes for determining depletion
allowances. The valuation points established in this rule are
well within the guidelines set forth in the Internal Revenue
Code and regulations.

5. Interested parties may submit their data, views, or
arguments either orally or in writing at the hearing. Written
data, views, or arguments may also be submitted to:

Cleo Anderson
Department of Revenue
Office of Legal Affairs
Mitchell Building
Helena, Montana 59620
no later than July 2, 1988.
6., Paul van Tricht, Tax Counsel, Department of Revenue,
Office of Legal Affairs, has been designated to preside over and
conduct the hearing.

Certified to Secretary of State 5-16-88.
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BEFORE THE DEPARTMENT OF REVENUE
OF THE STATE OF MONTANA

IN THE MATTER OF THE AMEND- ) NOTICE OF PUBLIC HEARING on
MENT of ARM 42.26.236 relat- ) ARM 42.26,236 relating to
ing to Exclusion of Royalties ) Exclusion of Royalties From
From Property Factor ) Property Factor

TO: All Interested Persons:

1. On June 16, 1988, at 2:30, a public hearing will be
held in the 4th Floor Conference Room of the Mitchell Building,
at Helena, Montana, to congider the amendment of ARM 42.26.236
relating to Exclusion of Royalties from Property Factor.

2. The rule as proposed to be amended provide as
follows:

42.26.236 VALUATION OF RENTED PROPERTY (1) through
(3)(a)(1i) remaln the same.
(b) "Annual rent" does not include:

i incidental day-to-day expenses such as hotel or motel
accommodation, daily rental of automobiles, etc.

{ii) royalties based on extraction of natural resources,
whether represented by delivery or purchase. TFor this purpose,
a royalty includes an amount paid to a holder of an interest in
real property which constitutes a sharing of current or future
production of natural resources from such property, whether
denominated as a royalty, advance royalty, rental, Or
otherwise.

(4) remains the same. AUTH, 15-1-201, 15-31-313 and 15-31~-
501 MCA; IMP, 15-1-601 MCA and Title 15, chapter 31, part 3,
MCA.

3. ARM 42.26.236 is proposed to be amended because
taxpayers have raised the argument that royalties paid on oil or
gas production is a form of rent expense and therefore should be
capitalized times 8 and included in the property factor for
corporate license tax purposes.

The c¢orporation tax division has reviewed this issue with the
MTC and other MTC state members. The consensus has concluded
that a royalty payment is not a form of rent expense and should
not be included in the property factor.

We have consistently taken the position that a royalty payment
is in effect a reimbursement to the royalty owner from the
producer for the royalty owner's share of the oil and gas
production i.e. the producer is purchasing the royalty owner's
share of production by making the royalty payment.

In addition, the United States Supreme Court on several
occasions has held that holders of a royalty interest are deemed
to have an economic interest in the o0il and gas subject to
depletion and therefore are entitled to a depletion allowance
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under the federal income tax laws. On the other hand recipients
of rents are not entitled to any such depletion allowance.

4. Interested parties may submit their data, views, or
arguments either orally or in writing at the hearing. Written
data, views, or arguments may also be submitted to:

Cleo Anderson

Department of Revenue

Office of Legal Affairs

Mitchell Building

Helena, Montana 59620
no later than June 23, 1988.

5, Eric Fehling, Tax Counsel, Department of Revenue,
Office of Legal Affairs, has been 6651gnated to presxde over and

conduct the hearing. .
RSy ‘
/’Zﬁi&b&,—:;%—éi;;uka‘
JOHN/ D, LaFAVER, Director
rtment of Revenue

Certified to Secretary of State 5/16/88.
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BEFORE THE DEPARTMENT OF REVENUE
OF THE STATE OF MONTANA

IN THE MATTER OF THE AMEND- ) NOTICE QF PUBLIC HEARING on
MENT of ARM 42.25.1112 relat- ) ARM 42.25.1112 relating to
ing to Machinery Expense Deduc-) Machinery Expense Deduction
tion For Mines Net Proceeds. ) For Mines Net Proceeds.

TC: All Interested Persons:

1. On June 29, 1988, at 1:30, a public hearing will bhe
held in the 4th Floor Conference Room of the Mitchell Building,
at Helena, Montana, to consider the amendment of ARM 42,25.1112
relating to Machinery Expense Deductions for Mines Net Proceeds.

2. The rule as proposed to be amended provides as follows:

42.25.1112 EXPENSES RELATED TQ MACHINERY (1) All monies
expended expenditures for machinery may be deducted in computing
net proceeds as provided under ARM 42.25.1102 and 42.25.1103,

(2) Machinery shall include all that is used in the
construction, sinking, or running of shafts, tunnels, drifts, or
other works in the extracting or mining of the ore deposit.

(3) In open pit, piaecer; and gquarry mining operations,
heavy equipment, including shovels, draglines, dozers, graders,
loaders, trucks, railroad cars, locomotives, drilling and
pumping equipment used in the actual mining area (extracting ore
to point of reductiony-benefietation—of-shipping;-es--reiated Lo
the--indiridual--eperationa) are to be considered as costs of
machinery used in extracting and mining the mineral.

(4) Expenditures Monies -expended for the--rentai-—of
machinery or equlpment rental used in the mining operations are
considered-a deductible. ttems

(5) No expenditures for montes--invested--inm-machinery
including leased and rented machinery shall be allowed as a
deduction unless this machinery represented-by-such momey--shedd
be-returned is reported to the county assessor of the county in
which such mine is located for assessment purposes.

(6) Deductions for mining equipment shared by otherwise
separate mining operations must be pro rated to each operation.
Tonnage removed, manhours expended, or other appropriate
criteria may be used to allocate the expenses.

(7) Oonly the actual cost to acquire machinery and the
subsequent direct operating, maintenance, and insurance costs
are deductible. Personal property taxes paid on machinety are
not deductible. AUTH, 15-23-108, MCA; IMP, 15-23-503.

3. ARM 42.25.1112 is proposed to be amended because
several changes were needed to update this rule. All the old
references to "monies" were changed. The word "placer" was
deleted since this tax no longer applies to metals. The
language "beneficiation of shipping” was eliminated.
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Machinery expenses have been pro rated in the past, to
solve the problem of computing deductions for shared equipment,
but the procedure has never been described in a rule.

The Anaconda v. Junod Montana Supreme Court decision stated
that personal property taxes on mining eguipment are not
deductible. This lanquage is added to the rule for clarity.

4, Interested parties may submit their data, views, or
arguments either orally or in writing at the hearing. Written
data, views, or arguments may also be submitted to:

Cleo Anderson

Department of Revenue

Office of Legal Affairs

Mitchell Building

Helena, Montana 59620
no later than July 2, 1988.

5. Paul Van Tricht, Tax Coungel, Department of Revenue,
Office of Legal Affairs, has been designated to preside over and
conduct the hearing.

UA_ComdO —abadn
AT AT T A DRAT D T —s
JOHW D. LaFAVER, Director
partment of Revenue

Certified to Secretary of State 5-16-88.
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BEFORE THE DEPARTMENT OF REVENUE
OF THE STATE OF MONTANA

IN THE MATTER OF THE AMEND- ) NOTICE OF PUBLIC HEARING on

MENT of ARM 42.25.1101 and ) ARM 42,25.1101 and 42.32.101
42.32.101 relating to Scoria ) relating to Scoria and

and Travertine For RITT and ) Travertine For RITT and Net

Net Proceeds. ) Proceeds.,

TO: All Interested Persons:

1. On June 29, 1988, at 2:30, a public hearing will be
held in the 4th Floor Conference Room of the Mitchell Building,
at Helena, Montana, to consider the amendment of ARM 42.25,1101
and 42,32.101 relating to Scoria and Travertine for RITT and Net
Proceeds.

2, The rules as proposed to be amended provide as follows:

42,25.1101 DEFINITIONS (1) remains the same.

(2) T"Mineral” includes precious or semiprecious stones or
gems, gold, silver, 1lead, coal, lime rock, granite, marble,
travertine, graveiy talc, phosphate, and other minerals, rock,
or stone extracted from underground mines, piacer--minessy
quarries, open pits, dumps, or tailings.

(3) "Reduction works" shall be meant to include smeitersy
mills, crushing, washing, or treatment plants which prepare the
product mined to a point where it has marketable value. AUTH,
15-31-501 MCA; IMP, 15-31-201 and 15-31-202 MCA.

42.32.101 TERMINOLOGY (1) For resource indemnity trust
tax purposes, mineral is defined as any precious stones or gems,
gold, silver, copper, coal, lead, scoria, travertine, petroleum,
natural gas, o©il, uranium, or other non renewable merchantable
products extracted from the surface or subsurface of the state
of Montana, including sand and gravel. AUTH, 15-1-201 MCA; IMP,
15-38~103 and 15-38~105 MCA.

3. ARM 42.25.1101 and 42.32.101 are proposed to be amended
because the definition of mineral in 15-38-103 MCA does not
specifically 1list scoria or travertine as taxable minerals, but
is does state that "other nonrenewable merchantable products
extracted” are taxable. Scoria and travertine are non-renewable
merchantable products and are subject to the Resource Indemnity
Trust Tax. This amendment adds scoria and travertine to the
list of taxable minerals.

Travertine, which is a dense concretionary form of
limestone, is subject to the mines net proceeds tax as is
ordinary limestone. Travertine is included in the statutory
language "other valuable mineral" but should also be
specifically identified as a taxable mineral in this rule.
Gravel should be stricken from the list of taxable minerals
because of the Tressler-Lowe v. Department of Revenue district
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court decision which held that sand and gravel are not subject
to the net proceeds tax. The references to "placer mines" and
"smelters" have been stricken since the net proceeds tax no
longer applies to metals.

4. Interested parties may submit their data, views, or
arguments either orally or in writing at the hearing. Written
data, views, or arguments may also be submitted to:

Cleo Anderson

Department of Revenue

Office of Legal Affairs

Mitchell Building

Helena, Montana 59620
no later than July 2, 1988.

5. Paul Van Tricht, Tax Counsel, Department of Revenue,
Office of Legal Affairs, has been designated to preside over and

conduct the hearing.
T

/ JOHW D. LaFAVER, Director
artment of Revenue

Certified to Secretary of State 5-16-88.
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BEFORE THE DEPARTMENT OF REVENUE
OF THE STATE OF MONTANA

IN THE MATTER QF THE AMEND- ) NOTICE OF PUBLIC HEARING on
MENT of ARM 42.25.512 Imputed) ARM 42,25.512 Imputed valuation
valuation of Coal. ) of Coal.

TO: All Interested Persons:

1. On June 16, 1988, at 9:30 a.m., a public hearing will
be held in the 4th Floor Conference Room of the Mitchell
Building, at Helena, Montana, to consider the amendment of ARM
42.25.512 relating to Imputed Valuation.

2. The rule as proposed to be amended provides as
follows:

42.25,512 IMPUTED VALUATICON (1) When coal is sold or
used under the following circumstances, the department may
impute the value;

(a) the operator of a coal mine is using the produced
coal in an energy conversion or other manufacturing process;

(b) a person sells coal under a contract which is not an
arm's length agreements-or and the transaction price is less
than market value;

{c) the person neglects or refuses to file a statement.

(2) The department will consider market value to mean the
amount-determined-by-multipiying-the FOB mine price of a similar
ton of coal, as established by the marketplace. at-the-time-the
saie-weas-negotiated - ~by—the number-of-—-tons--of -coai-solds In
determining said FOB mine prices, the department will consider
the contract term, and-other-contract-conditions e -they--affect
the-currene-FOB-mine-price-of-the-simiiar-ton-of-coatr tonnage,
guality, Btu rating, and any other appropriate comparability
criteria.

{3) The department will not impute a value according to
(1)(b) unless the price differential is more than J0 cents/ton
or 1% of FOB mine price, whichever is greater.

(4) The department will maintain the confidentiality of
all comparable contract data and will use contract data provided
by the producer in question whenever possible. AUTH, 15-23-108;
IMP, 15-23-701 and 15-23-702 MCA,

3. Paragraph (1)(b) ARM 42.25.512 jis proposed to be
amended to address the question of whether the department will
always impute value in the case of a non arm's length sale. The
tule states that the department will adjust the sales price only
in those cases where the price does not reflect market value,
This interpretation is consistent with 15-35-107 MCA which
states that the department may impute a value to the coal which
approximates market value when a non arm's length sales contract
exists.

The language relating to computing value by multiplying a per
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ton price by the quantity has been deleted. The wvaluation
question is addressed in this rule as value or price per ton.
It follows logically that the gross value of production is
computed by multiplying production guantity by unit value.

The "other contract conditions" are specifically listed by the
proposed amendment. A tolerance or threshold for imputing value
in (1)(b) is established to allow for price variations related
to outside factors. Paragraph (4) emphasizes the fact that all
customer specific contract data will be kept confidential by the
department in accordance with the provisions of 15-35-205 MCA
which require that coal sales agreements be kept confidential.

4. Interested parties may submit their data, views, or
arguments either orally or in writing at the hearing. Written
data, views, or arguments may alsoc be submitted to:

Cleo Anderson

Department of Revenue

Office of Legal Affairs

Mitchell Building

Helena, Montana 59620
no later than June 24, 1988.

5. Paul Van Tricht, Tax Counsel, Department of Revenue,
Office of Legal Affairs, has been designated to preside over and

conduct the hearing.
@: ‘4-..
Department of Revenue

Certified to Secretary of State 5-16-88.

MAR Notice No. 42-2-396 10-5/26/88
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BEFORE THE DEPARTMENT OF REVENUE
OF THE STATE OF MONTANA

IN THE MATTER OF THE AMEND- ) NOTICE OF PROPQOSED AMENDMENT
MENT of ARM 42.25.1116 re- ) of ARM 42,25.1116 relating to
lating to Mines Net Proceeds) Mines Net Proceeds

NO PUBLIC HEARING CONTEMPLATED

T0: All Interested Persons:

1, On July 5, 1988, the Department of Revenue proposes to
amend ARM 42.25.1116 relating to Mines Net Proceeds.

2. The rule as proposed to be amended provides as
follows:

42,25.1116 TRANSPORTATION EXPENSES (1) Cost of
transporting crude ore or deposit to millsy--smeiter; or
reduction works may be deducted in computing net proceeds as
provided under ARM 42.25.1102 and 42.25.1103. Included in these
deductions shall be costs actually expended for hauling, freight
charges, and other expenses eonnected related directly with to
transporting the ore or deposit from the mine teo the mill,
ameiter, or reduction works. Transportation expenses incurred
beyond the point of mineral valuation for net proceeds purposes
are not deductible. AOTH, 15-23-503 MCA; IMP, 15-23-503 MCA.

3. RARM 42.25.1116 is proposed to be amended to eliminate
the reference to smelters. This language relates to metals
which are no longer subject to the Mines Net Proceeds Tax., When
metal mines became subject to the Metal Mines Gross Proceeds Tax
this net proceeds rule was not changed.

The last sentence was added to emphasize the fact that expenses,
in this case transportation, and valuation stop at the same
point. The Montana Supreme Court acknowledged this in Pfizer,
Inc. v. Madison County in 1973.

4, Interested parties may submit their data, views, or
arguments concerning the proposed adoption in writing to:

Cleo Anderson

Department of Revenue

Office of Legal Affairs

Mitchell Building

Helena, Montana 59620
no later than June 24, 1988,

5. If a person who is directly affected by the proposed
amendments wishes to express his data, views and arquments
orally or in writing at a public hearing, he must make written
request for a hearing and submit this request along with any
written comments he has to Cleo Anderson at the above address no
later than June 24, 1988.

6. If the agency receives requests for a public hearing

10-5/26/88 MAR Notice No. 42-2-397
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on the proposed amendments from either 10% or 25, whichever is
less, of the persons who are directly affected by the proposed
adoption; from the Administrative Code Committee of the
Legislature; from a governmental subdivision, or agency; or from
an association having no less than 25 members who will be
directly affected, a hearing will be held at a later date.
Notice of the hearing will be published in the Montana
Administrative Register. Ten percent of those persons directly
affected has been determined tch% 25.

JOHN |D. LaFAVER, Director
De9a4tment of Revenue

Certified to Secretary of State 5-16-88.

MAR Notice No. 42-2-397 10-5/26/868
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BEFORE THE DEPARTMENT OF REVENUE
OF THE STATE OF MONTANA

IN THE MATTER OF THE AMEND- ) NOTICE OF PROPOSED AMENDMENT
MENT of ARM 42.25,503 relat-) of ARM 42.25.,503 relating to
ing to Failure to File Coal )} Failure to File Coal Gross
Gross Proceeds Returns ) Proceeds Returns

NO PUBLIC HEARING CONTEMPLATED

TO: All Interested Persons:

1. On July 5, 1988, the Department of Revenue proposes to
amend ARM 42.25.503 relating to Failure to File Coal Gross
Proceeds Returns,

2. The rule as proposed to be amended provides as
follows:

42.25.503 FAILURE TQ FILE (1) Any person producing coal
in this state must, on or before March 31 each year, file with
the department of revenue a coal gross proceeds tax return for
coal produced in the preceding calendar year. who-fatis-teo-frie
department-ef-revenue-form-igrosa-proceeds-fit4~by-March-3ir-must
do-se-within-10-days-after-receipt—of-demand-by-the-departments

(2) Any person refusing or neglecting to file after
receipt of demand by the department will have the value of his
coal computed by the department for gross proceeds tax purposes
according to ARM 42,25.512. AUTH, 15-23-108 MCA; IMP, 15-23-701
MCA.

3. ARM 42.25.503 is proposed to be amended to eliminate
the conflict with 15-23-701 MCA caused by language in the
existing rule., The gross proceeds tax return is due March 31
each year not 10 days after the department of revenue notifies a
taxpayer that his return has not been filed.

4. Interested parties may submit their data, views, or
arguments concerning the proposed adoption in writing to:

Cleo Anderson

Department of Revenue

Office of Legal Affairs

Mitchell Building

Helena, Montana 59620
no later than June 24, 1988,

5. If a person who is directly affected by the proposed
amendments wishes to express his data, views and arguments
orally or in writing at a public hearing, he must make written
request for a hearing and submit this request along with any
written comments he has to Cleo Anderson at the above address no
later than June 24, 1988,

6. If the agency receives requests for a public hearing
on the proposed amendments from either 10% or 25, whichever is
less, of the persons who are directly affected by the proposed
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adoption; from the Administrative Code Committee of the
Legislature; from a governmental subdivision, or agency; or from
an association having no 1less than 25 members who will be
directly affected, a hearing will be held at a later date.
Notice of the hearing will be published in the Montana
Adminigtrative Register., Ten percent of those persons directly

affected has been determined to be 25,
J«’Aﬁibu-—

. LaFAVER, Director
epartment of Revenue

Certified to Secretary of State 5-16-88.

MAR Notice No, 42-2-398 10-5/26/88
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BEFORE THE DEPARTMENT OF REVENUE
OF THE STATE OF MONTANA

IN THE MATTER OF THE ADOPTION) NOTICE OQOF THE PROPOSED ADQP-

of Rule I and Rule II relat- ) TION of Rule I and II relat-
Installment Gains - ) ing to Installment Gains -
Corporations. ) Corporations.

NO PUBLIC HERRING CONTEMPLATED

TO: All Interested Persons:

1. On July 5, 1988, the Department proposes to adopt
rules I and rule II relating to Installment Gains.

2. The rules as proposed to be adopted provide as follows:

RULE I SPECIAL RULES RELATED TO INSTALLMENT SALES (1)
The amount of the gain or loss from the sale of assets used in
the regular course of business which is apportioned to this
state shall be calculated separately if the taxpayer elects to

report the gain on the installment method. The sgeparate
calculation shall be made:
{a) for installment sales of Montana assets which

generate net gains in excess of $2,500,000, or

{b) installment sales of major assets located outside the
state of Montana which generate net gains in excess of
$10,000,000.

{2) The separate calculation shall be made as follows:

(a) for purposes of the sales factor the gross receipts
from the sale shall be included in the sales factor in the year
of the sale unless specifically excluded from the sales factor
under another part of ARM 42,26.263(1)(a);

(b) for purposes of c¢alculating apportionable business
income from the installment sale, the factors of the year of
sale shall be utilized in apportioning the gain regardless of
the year in which the income is reported; and

(¢) the factors of the year of sale shall be applied to
the gain from the sale as it is reported by the taxpayer to
determine the amount of business income from the sale which is
apportionable to this state, unless the gain is accelerated
under Rule II, AUTH, 15-31-501 and 15-31-313 MCA; IMP,
15-31-305 MCA.

RULE II UNREPORTED INCOME ON INSTALLMENT OBLIGATION IN
YEAR OF DISSOLUTION (1) Where a taxpayer elects to report
income arising from the sale or other disposition of property as
provided under this regulation and the entire income therefrom
has not been reported prior to the year that the taxpayer ceases
to be subject to tax under 15-31-301 MCA, the unreported income
shall be included in the measure of the tax for the last year in
which the taxpayer is subject to tax under 15-31-301 MCA. AUTH,
15-31-501 and 15-31-313 MCA; IMP, 15-31-305 MCA.

3. Rule I addresses the situation where a taxpayer

10-5/26/88 MAR Notice No. 42-2-339
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reports the gain on the sale of an asset on the installment
basis over a period of years, If the taxpayer has multistate
operations, the guestion arises as to what portion of the gain
that is reported each year is apportioned to Montana. The rule
states that in computing Montana's portion of the gain that is
recognized each year, the taxpayer must use the apportionment
factor that was determined in the year of the actual sale.
Since that was the year in which the income was earned, that
must also be the year in which Montana's portion of the income
must be determined. This procedure does not necessarily work to
the taxpayer's advantage or disadvantage. However, it will more
accurately reflect the amount of income earned in Montana.

Rule IT is very similar to Rule I except it deals with the
situation where the taxpayer, who is reporting gains on the
installment basis, withdraws from the state prior to reporting
the entire gain. A rule is needed to explain how the state
would deal with that portion of the installment gain that
remained unreported. This rule properly states that that
portion of unreported gain must be reported in the last year in
which the taxpayer operates in the state. This rule will ensure
that all income earned in Montana will be reported and that
merely by leaving the state will not allow the taxpayer to avoid
reporting income.

4. Interested parties may submit their data, views. or
arguments concerning the proposed adoption in
writing to:

Cleo Anderson

Department of Revenue

Office of Legal Affairs

Mitchell Building

Helena, Montana 59620
no later than June 24, 1988,

5. If a person who is directly affected by the proposed
adoption wishes to express his data, views and arguments orally
or in writing at a public hearing, he must make written request
for a hearing and submit this request along with any written
comments he has to Cleo Anderson at the above address no later
than June 24, 1988.

6. If the agency receives reguests for a public hearing
on the proposed adoption from either 10% or 25, whichever is
less, of the persons who are directly affected by the proposed
adoption; from the Administrative Code Committee of the
Legiglature; from a governmental subdivision, or agency; or from
an association having no less than 25 members who will be
directly affected, a hearing will be held at a later date.
Notice of the hearing will be published in the Montana
Administrative Register., Ten percent of those persons directly

affected has been determined e 25. :jlf
f- O W A

JOHN D. LaFAVER, Director
partment of Revenue

Certified to Secretary of State 5-16-8B.
MAR Notice No. 42-2-349 10-5/26/88
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BEFORE THE DEPARTMENT OF REVENUE
OF THE STATE OF MONTANA

IN THE MATTER OF THE ADOFTION) NOTICE OF THE PROPOSED ADOP-
of Rule I relating to Limit- ) TION of Rule I relating to
ation On Charitable Contri- ) Limitation On Charitable
bution Deduction for Corp- ) Contribution Deduction for
orations, ) Corporations.

NO PUBLIC HEARING CONTEMPLATED

T0: All Interested Persons:

1. On July 5, 1988, the Department proposes to adopt rule
I relating to Limitation On Charitable Contribution Deduction.

2. The rule as proposed to be adopted provides as
follows:

RULE I LIMITATION ON CHARITABLE CONTRIBUTION DEDUCTION

{1) The charitable contribution deduction provided for in
15-31-114 cannot exceed 10% of the Montana taxable income
figured without regard to the charitable contribution deduction
or any net operating loss carryback to that year.

(2) This limitation can create a difference in the amount
of the deduction claimed for Montana and federal income tax
purposes. When a difference exists, the taxpayer is required to
include a reconciliation between the Montana deduction and the
federal deduction. If the federal deduction includes any
carryover of contributions previously made, a schedule must be
included showing the amount and the year of such contributions.
The Montana deduction must be adjusted accordingly for any
contributions previously deducted for state purposes and not
deducted in prior years on the federal return. AUTH, 15-31-501
MCA; IMP, 15-31-114(7)(a) MCA.

3. A rule is necessary to clarify the provisions of 15-
31-114(7) McCA. Specifically, that section states "charitable
contributions and gifts that qualify for deduction under section
170 of the Internal Revenue Code" are deductible. Section 170
of the IRC states that the deduction for charitable
contributions is 1limited to 10% of federal taxable income
figured without regard to the contribution deduction and certain
other deductions.

The reference in 15-31-~114(7) MCA to Section 170 of the IRC was
intended to clarify what types of contributions qualify for the
deduction and the methodology to be used in computing the
limitation. However, 15-31-114(7) MCA was not intended to
restrict the deduction for charitable contributions at the
federal level. Since Montana taxable income is normally greater
than federal taxable income, this rule will provide the taxpayer
the benefit of claiming a larger deduction for charitable
contributions.

10-5/26/88 MAR Notice No, 42-2-400
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4. Interested parties may submit their data, views, or
arguments concerning the proposed adoption in
writing to:

Cleo Anderson

Department of Revenue

Office of Legal Affairs

Mitchell Building

Helena, Montana 59620
no later than June 24, 1988,

5. If a person who is directly affected by the proposed
adoption wishes to express his data, views and arguments orally
or in writing at a public hearing, he must make written request
for a heating and submit this request along with any written
comments he has to Cleo Anderson at the above address no later
than June 24, 1988.

6. If the agency receives requests for a public hearing
on the proposed adoption from either 10% or 25, whichever is
less, of the persons who are directly affected by the proposed
adoption; from the Administrative Code Committee of the
Legislature; from a governmental subdivision, or agency; or from
an assocliation having no less than 25 members who will be
directly affected, a hearing will be held at a later date.
Notice of the hearing will be published in the Montana
Administrative Register, Ten percent of those persons directly
affected has been determined to be 25.

Sy

partment of Revenue

Certified to Secretary of State 5-16-88.

MAR Notice No. 42=-2-400 10-5/26/88
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BEFORE THE DEPARTMENT OF REVENUE
OF THE STATE OF MONTANA

IN THE MATTER OF THE AMEND~ ) NOTICE OF PROPOSED AMENDMENT
MENT of ARM 42,26.236 relat-) of ARM 42.26.236 relating to
ing to valuation of Rented ) Valuation of Rented Property
Property )

NO PUBLIC HEARING CONTEMPLATED

TO: All Interested Persons:

1. On July 5, 1988, the Department of Revenue proposes to
amend ARM 42,26.236 relating to Valuation of Rented Property.

2. The rule as proposed to be amended provides as
follows:

42.26.236 VALUATION OF RENTED PROPERTY {1) through
(3)(a)(iil) remain the same,

(iii) any amount Eaxable for a delay rental as defined by
U.S. Treasury regulations Section 1.612- (c)(l)ngBO) which

efines delay rental as follows: A delay rental is an amount
pai or _the ¥r1v1 ege o e err;n% evelogment of the property
and which cou have been avoide abandonment of the lease,
or_ by commencement of development operations, or by obtaining
production, .

(3){b) through (4) remains the same, AUTH, 15-31-501 MCA;
IMP, 15-31-307.

3. ARM 42.26.236 is proposed to be amended because the
question of whether delay rentals are considered a rent expense
and includable in the apportionment formula needs to be
addressed in a rule. Based upon the nature of a delay rental,
the department considers it to be a rent expense and to be
included in the apportionment formula. This treatment is
consistent with most other states that have a similar
apportionment statute.

4. Interested parties may submit their data, views, or
arguments concerning the proposed adoption in writing to:

Cleo Anderson

Department of Revenue

Office of Legal Affairs

Mitchell Building

Helena, Montana 59620
no later than June 24, 1988.

5. If a person who is directly affected by the proposed
amendments wishes to express his data, views and arguments
orally or in writing at a public hearing, he must make written
request for a hearing and submit this request along with any
written comments he has to Cleo Anderson at the above address no
later than June 24, 1988,

6, If the agency receives requests for a public hearing

10-5/26/88 MAR Notice No. 42-2-401
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on the proposed amendments from either 10% or 25, whichever is
less, of the persons who are directly affected by the proposed
adoption; from the Administrative Code Committee of the
Legislature; from a governmental subdivision, or agency; or from
an association having no less than 25 members who will be
directly affected, a hearing will be held at a later date.
Notice of the hearing will be published in the Montana
Administrative Register. Ten percent of those persons directly
affected has been determined to be 25.

. N A

BN 3. LaFAVER, Director
eparkment of Revenue

Certified to Secretary of State 5-16-88.

MAR Notice No. 42=-2-401 10-5/26/88
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BEFORE THE DEPARTMENT OF REVENUE
OF THE STATE OF MONTANA

IN THE MATTER OF THE AMENDMENT) NOTICE OF PUBLIC HEARING on
of ARM 42,28.324 relating to ) ARM 42.28.324 relating to
Motor Fuels Tax. ) Motor Fuels Tax.

TO: All Interested Persons:

1. On June 17, 1988, at 1:30 p.m., a public hearing will
be held in the 4th Floor Conference Room of the Mitchell
Building, at Helena, Montana, to consider the amendment of ARM
42.28.324 relating to fallure to maintain records.

2, The rule as proposed to be amended provides as
follows:

42.28.324 FAILURE TO MAINTAIN RECORDS (1) remains the
same.

(2) The department of revenue shall, in the event a
special fuel user fails to retain the required records, make
estimates of the miles traveled, special fuel purchases, and
average miles per gallon in order to determine the special fuel
users tax liability. These estimates will be based, whenever
possible, on records for a portion of the operations of the
user's vehicles consuming special fuels or other available
information indicating fuel usage by the vehicles for which
reports are being made. 1In those cases where the records are
not adequate to verify the average miles per gallon (ampg)
reported and the average cannot be estimated, an ampg of--45
witi-be-used specified in (4) will be used.

(3) 1If, within ays of the date the department issues
an assessment based on the ampg ef-4v5 in (4), the user provides
the department with adequate records to verify or estimate fuel
ugsage for the uger's vehicles, the department will review the
records and adjust the assessment to the extent necessary.

{(4) An ampg in accordance with the following schedule will
be used: .

(a) trucks and truck tractors whose manufacturers gross
vehicle weight rating ls 9,000 1bs. or more 4.5;

(b) pickups and trucks whose manufacturers gross vehicle
weight rating i1s 6,000 1bs, or less than 9,000 lbs. 10; and

{c) automobiles and pickups whose manufacturers gross
vehicle weight rating is less than 6,300 1bs. 15,

3. The proposed amendment updates the rule to reflect the
growing use of special fuels in automobiles and trucks. It
provides ampg figures that more accurately reflect the actual
fuel use, resulting in less assessment litigation. AUTH, 15-
70-104 MCA; IMP, 15-70-306 and 15-70-323 MCA,

4. Interested parties may submit their data, views, or
argumentg either orally or in writing at the hearing., Written
data, views, or argumentg may also be submitted to:

10-5/26/88 MAR Notice No, 42-2-402
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Cleo Anderson

Department of Revenue

Office of Legal Affairs

Mitchell Building

Helena, Montana 59620
no later than June 24, 1988.

5. Paul Van Tricht, Tax Counsel, Department of Revenue,
Office of Legal Affairs, has been designated to preside over and
conduct the hearing.

A Ut e
D. LaFAVER, Director
Depdrtment of Revenue

Certified to Secretary of State 5-16-88.

MAR Notice No. 42-2-402 10-5/26/88
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BEFORE THE DEPARTMENT OF REVENUE
OF THE STATE OF MONTANA

IN THE MATTER OF THE ADOPTION ) NOTICE OF THE PROPOSED ADOP-
of Rule I, relating to Metall-) TION of Rule I relating to
iferous Mines Tax. ) Metalliferous Mines Tax.

NO PUBLIC HEARING CONTEMPLATED

TO: All Interested Persons:

1. On July 5, 1988, the Department proposes to adopt rule
I relating to Metalliferous Mines tax.

2, The rule as proposed to be adopted provides as follows:

RULE I AVERAGE PRICE QUOTATIONS (1) The average price
during the calendar quarter referred to in 15-37-102 MCA, is a
weighted average as opposed to an arithmetic average of daily
prices for each day of the guarter. The quarterly gross value
will be determined by multiplying the quantity of each metal
produced in each lot by the prevailing price per unit on the day
the quantity is determined. In most instances this computation
is reflected on the smelter returns. AUTH, 15-1-201 MCA; IMP,
15-37-102 MCA.

3. Rule I is necessary to clarify requirements of 15-37-
102. It provides that the prices based on market authorities
for the sgettlement of each lot may be used. This, in effect,
results in the use of a weighted average.

4. Interested parties may submit their data, views, or
arguments concerning the proposed adoption ) in
writing to:

Cleo Anderson

Department of Revenhue

Office of Legal Affairs

Mitchell Building

Helena, Montana 59620
no later than June 24, 1988.

5. If a person who is directly affected by the proposed
adoption wishes to express his data, views and arguments orally
or in writing at a public hearing, he must make written request
for a hearing and submit this request along with any written
comments he has to Cleo Anderson at the above address no later
than June 24, 1988.

6. If the agency receives regquests for a public hearing on
the proposed adoption from either 10% or 25, whichever is less,
of the persons who are directly affected by the proposed
adoption; from the Administrative Code Committee of the
Legislature; from a governmental subdivision, or agency; or from
an association having no less than 25 members who will be
directly affected, a hearing will be held at a later date.
Notice of the hearing will be published in the Montana

Administrative Register. Ten percen%.of those pergons directly
affected has been determined to be 25. ‘ f \3/9

£, TU S
JPBEN) D, LaFAVER, Director

rtment of Revenue

Certified to Secretary of State 5-16-88.
10-5/26/88 MAR Notice No. 42-2-403
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STATE OF MONTANA
DEPARTMENT OF COMMERCE
BEFORE THE BOARD OF OCCUPATIONAL THERAPISTS

In the matter of the amendment } NOTICE OF AMENDMENT OF
of a rule pertaining to fees ) 8.,35.407 FEES

TO: All Interested Persons:

1. On April 4, 1988, the Board of Occupational
Therapists published a notice of proposed amendment of the
above-stated rule at page 633, 1988 Montana Administrative
Register, issue number 7.

2. The Board amended the rule exactly as proposed.

3. No comments or testimony were received.

BOARD OF OCCUPATIONAL
THERAPISTS

DEBRA J. AMMONDSON, OTR/L
CHAIRMAN

ov: Gt 2.0

KEITH L. COLBO, DIRECTOR
DEPARTMENT OF COMMERCE

Certified to the Secretary of State, May 16, 1988,

Montana Administrative Register l0-5/26/88
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STATE OF MONTANA
DEPARTMENT OF COMMERCE
BEFORE THE BOARD OF MILK CONTROL

NOTICE OF AMENDMENT OF
RULE 8.86.301

In the matter of proposed
Amendment of Rule 8,86.301
(6)(g),(h) as it relates to
price formula

—~—

DOCKET # 81-87

TO: ALL LICENSEES UNDER THE MONTANA MILK CONTROL ACT
(SECTION 81-23-101, MCA, AND FOLLOWING) AND TO ALL INTERESTED
PERSONS:

1. On December 14, 1987 the Montana Board of Milk
Control published notice of a proposed amendment of rule
8.86.301(6)(g),(h) relating to its class I price formula.
The notice was published at page 2318 of 19%87 Montana
Administrative Register, iszsue No. 24, as MAR NOTICE No.
8-86-22.

2. The hearing was held January 25, 1988 at 9:00 a.m.
in the SRS auditorium, 111 Sanders, Helena, Montana. A total
of sixty-six persons attended the hearing. Twenty-gix
persons offered testimony on the proposed rules. Of those
offering testimony, thirteen spoke in favor of the second
proposal, identified as the "Alke" proposal and against the
first proposal, identified as the "Kelly" proposal. Ten of
those testifying spoke against both the proposals. One
person spoke in favor of the Kelly proposal, but only as it
pertained to the elimination of servicing of shelves under
subsection (B)Y(I) and (IIX) of rule 8.86.301(6)(g)(i}. Two
other persons spoke against the "Alke" proposal. They were
only in favor of the "Kelly" proposal from the standpoint
that it was considered the better of the two alternatives. A
total of thirty-six written comments were submitted,
twenty-seven at the hearing, nine were received prior. Of
those in favor of the "Alke" proposal, thirty-three were from
retailers, one from an economist. Two additional comments
received were opposed to both proposals.

3. After thoroughly considering all of the testimony
and comments received, the board is denying the entire
context of the rules as proposed except for the following
change which they are adopting: (text of matter stricken is
interlined and new matter added is underlined)

"8.86.301 PRICING RULES

(1) through (6)(g)}(i)(B) remain the same as before
proposed.

(C) Wholegale dock pickup er-deiivery price:

(1) Delivery shall be FOB the distributor's dock er

FOB-the-wholesatea-grecaris-doak.

10-5/26/88 Montana Administrative Register
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(II) . . ." remain the same aas before proposed.
AUTH: 81-23-302, MCA IMP: 81-23-302, MCA

4. Principal reasons given for the adoption of the
amendments to the rule were as follows:

(a) Current retailer margins do not permit a profit on
nilk sales.

{(b) Elimination of the imbalance in retailers' margins
might forestall potential competitive pressures 1in the
marketplace as a result of higher Montana prices in relation
to prices currently charged in adjacent and surrounding
states.

(c) Adoption of the proposal should eliminate
inefficiencies in the distribution of milk which are fostered
by current pricing regulations., This would be because the
products can all be purchased from one source. Milk will be
delivered by one driver. This will reduce security problems
for stores.

(d) Adoption of the proposal will tend to insure
minimum prices which are fair and equitable to producers,
distributors, jobbers, retailers and consumers of the state
because prices will match-~up with costs associated with the
distribution of milk.

5. Principal arguments against adoption of the
proposed rules were as follows:
(a) Rural areas will be left without service to

gschools, hospitals, rest homezs and cafea because jobbers and
small distributors will be forced out-of-business.

(b) Adoption of the proposals will cause total disarray
in the marketplace because everyone will try to stay in
business and look elsewhere to offset their losaes.

(e) Retailers' margins are high enough to permit
reagsonable profit on sales at current price levels.

(d) Montana's milk prices are hased on cost. Since no
actual cost evidence has been submitted to show that milk can
be processed and distributed any cheaper, than presently the
proposals were not supported by sufficient evidence that
shows the plan is viable.

(e} There was not sufficient evidence that the milk
industry in Montana could afford the implementation of the
proposals,

6. The board's reasons for denying proposals were as
follows:

(a) The board did not believe from the evidence
submitted that retailers’ margins were inadequate. Evidence
introduced indicates milk is one of the most profitable items
in other areas where margins are only half of what they are
in Montana.

{b) Adoption of the proposals would not foster
stability or efficiencies in the marketplace., Instead it
would eliminate many jobbers and some small distributors.
This would leave rural areas without service to schools,
hospitals, rest homes and cafes.
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(c) fajled to present actual costs to
support their Evidence regarding margins and
percentages distorted picture of costs of
distribution large part because there was no
consideration of the effects of inventory turnover. By not
providing coste, proponents failed to prove that the
industry could afford such reduction in their margins.

{d) board adopted the proposed amendment in
paragraph noted for purposes of clarification because

both petitioners

requested it and there wasn't any

countervailing testimony specifically against that change.

MONTANA BOARD OF MILK CONTROL

BY:
CURTIS C. COOK, CHAIRMAN

Certified to the Secretary of State May 16, 1988.
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BEFORE THE BOARD OF PUBLIC EDUCATION
QOF THE STATE OF MONTANA

In the matter of the) NOTICE OF ADOPTION OF ARM 10.56.101
adoption of RULE I ) (RULE I) STUDENT ASSESSMENT

T0: All Interested Persons

1. On February 25, 1988, the Board of Public Education
published notice of a proposed amendment of ARM 10.56.101
(RULE I), Student Assessment, on page 340 of the 1988 Montana
Administrative Register, issue numher 4.

2. The Board has adopted the rule as proposed with the
following additions and changes:

10,.56,101 (RULE I) STUDENT ASSESSMENT (1) By the
authority ofF section 20-2-121(127, MCA, the board of public
education adopts rules for student assegsment in the public
schools and those private schools seeking accreditation,

(2) The board recognizes that the primary purpose of
student assessment is to improve the quality of education and
that there are a variety of assessment tools. At the local
level, because norm-referenced tests are not designed to
measure local program$, districts shodid begin to deveiop
appropriate school and classroom assessment tools to measure
the attainment of educational goals and objectives and the
level of Individual student achievement. Assessment results
will be used Tn Instructional planning and in evaluating the
effectiveness of educational programs. Because,r--a At the
state level, since i1t 1s useful to know how Montana students
generally compare to students from other states, all
accredited schools will annually administer norm-referenpced
tests selected from a list of such tests approved by the board
and provided by the office of public instruction, except that
schools that on the effective date of this rule are either:

(a) not using norm-referenced tests from the board
approved list;

(b) not wusing norm-referenced tests to test in grade
levels three, eight and eleven;: or

(c) using only partse of the approved norm-referenced
tests,;
have until July 1991 to comply with this subsection. The
tests will be administered to students in grades three, eight
and eleven in reading, writimg- language arts, math, science
and social studies, A spring test will he given and the test
date will be within the empirical norm date for the selected
test, The-ftest-will-be given in_the month-of-April,-and-a All
scores will be sent to the office of public instruction by
June 30 in a format specified by the office of public
instruction and approved by the board of public education.

(3) Test scores are a part of each student's records
which will be governed by the office of public instruction's
guidelines for student records.

(4) The office of public instruection will collect and
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provide a statewide summary of the results to the board and
legislature, The-——-gummary--~-+wiii-—~inctude ——a—-comparison-—-of
Mortanala-~gtatewtde—achievement—tevets—to--tie-~acihrtevemsnt
levels-of--states—with-gini-tar-denographic-characteristics: No
comparison of one Montana school or district to another will
be made by the board of public education or the office of
public instruction but schools are encouraged to compare their
gscores with the state norms and share testing information and
results with parents and the local community.

(5) All norm-referenced test results released to the
public by schools will be accompanied by a clear statement of
the purposes of the test, subject areas that have been tested,
how they were tested, limitations of norm-referenced tests,
what is meant by the results and how the results will be used.

6 r——pevause1rormereferenced——test are-—not-—designed—to
MeFsure~—-toealt-—-programns, ——sehool6--should---develop—appropriate-
dhatri-et-—-and--elassroom-—-36eSEMenE——+£003 8- - Lo —— MRa EUreé——-the
attatnment--of--edieati-onal--goals-—-and -objeckives—and--the-Jlavel
of-individiral-student—achievement-r-—Assesement-—febuLE6-will-be-
AR~~~ A SR e fiORAd-——planni-Ag- - —and ——— i H——-avaduat ing--—the-
effectiteneaa——of-—eduaationalt-—-programe-~--Lhe--effice--of.—-public
4nstreetion-wilti--gapualliy-—review--these--efforts--and--report--to
+he-board-of-publie—edueabion

+F)--A-gEudent—-Who--has-an-ipdividualized--education-progran
puranert-£e-4-0--16-1207--shad-l-not--be-regiired--to-participate-in
£he-——norf---referepecd ~-—testiRg-——PFOGEMT————Fr— —EEUGe Ak ——-Ray-
paetivipate-if-parental-eonsent -io--obtaineds

(6) Full time special education students shall not be
required to particjpate in the norm-referenced testing
program. Those students receiving only gspecial educatlon
instruction In any of those tested academic areas shall not be
required to parficipate in that séction ol the test for which
they receive exclusive special education instruction,

3. At "the public hearing which was held on March 24,
1988, three persons testified as proponents, six as opponents
and three with general comments. The Board received three
written comments as opponents, one as a proponent and two with
general comments prior to March 25, 1988, the date on which
the Board closed the hearing record. The Board considered all
comments and then made additions and deletions in the proposed
rule which: «clarified the Board's intent, provided more
flexibility in testing dates, and ensured continuity
throughout the rule. The Board, therefore, feels the rule as
written sufficiently addresses the comments from the public
hearing.

ALAN NICHOL
BOARD OF P

BY:
Certified to the Secretary of Stat& M

10-5/26/88 Montana Administrative Register



-978-

BEFORE THE DEPARTMENT OF
FAMILY SERVICES OF THE
STATE OF MONTANA

In the matter of the } NOTICE OF THE AMENDMENT OF
amendment of Rule 11.5.407 ) RULE 11.5.407 DEFINING
defining supplemental ) SUPPLEMENTAL PAYMENT
payment eligibility based on ) ELIGIBILITY BASED ON LIVING
living arrangement and Rule ) ARRANGEMENT AND RULE
11.5,410 setting standards ) 11.5.410 SETTING STANDARDS
for supplemental payments ) FOR SUPPLEMENTAL PAYMENTS

TO: All Interested Persons

1. Oon April 14, 1988, the Department of Family Ser-
vices, published notice of the amendment of Rules 11.5.407 and
11.5.410 pertaining to defining supplemental payment eligi-
bility based on living arrangement and setting standards for
supplemental payments at page 642 of the 1988 Montana
Administrative Register, issue number 7,

2. The Department has amended Rule
11.5.407 ELIGIBILITY BASED ON LIVING ARRANGEMENT and Rule
11.5.410 ©PAYMENT STANDARDS as proposed.

3. No comments or testimony were received.

//"

Certified to the Secretary of State May 16, 1988.
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BEFORE THE DEPARTMENT OF
FAMILY SERVICES OF THE
STATE OF MONTANA

In the matter of the
amendment of Rule 11.6.104
pertaining to eligibility
requirements for adoptive
applicants

NOTICE OF THE AMENDMENT OF
RULE 11,6,104 PERTAINING TO
ELIGIBILITY REQUIREMENTS
FOR ADOPTIVE APPLICANTS

et e

TO: All Interested Persons

1, On April 14, 1988 the Department of Family Services
published notice of the proposed amendment of Rule 11.6.104
pertaining to eligibility reguirements for adoptive applicants
at page 644 of the 1988 Montana Administrative Register, issue
namber 7.

2. The Department has amended Rule 11,6.104 HOME
APPROVAL, ELIGIBILITY REQUIREMENTS as proposed.

3. No public hearing was held and no written comments

or testimony were received.
/ 7
4111.17/1 J

,..am{

Certified to the Secretary of State May 16, 1988.
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BEFORE THE DEPARTMENT OF REVENUE
OF THE STATE OF MONTANA

IN THE MATTER OF THE ADOPTION
of Amendments to 42.25.100],
42.25.1011, 42.25.1013,
42,25.1014, 42.25.1015,
42.25,1017 & 42.25,1021,
42,25,1022 and 42.25.1023,

) NOTICE OF THE ADOPTION,
)
)
)
)
)
the Repeal of 42.25.1006, )
)
)
)
I)
)
)

AMENDMENTS and REPEAL

of Net Proceeds Rules

for the Natural Resource

& Corporation Tax Division.

42.25.1024, 42.25,1025 and
42,25.1026 and the Adoption
of Rule I(42.25.1010);

Rule II (42.,25.1026); Rule II
(42.25.1009) and Rule IV
(42.25.1018)

TO: All Interested Percsons:

1. On February 25, 1988, the Department published notice of
the proposed adoption, amendment and repeal of the above~
referenced rules relating +to Net Proceeds Tax at pages 361
through 376 of the 1988 Montana Administrative Register, issue
no. 4.

2. A public hearing was held on March 16, 1988, to consider
the proposed adoption, amendment and repeal of these rules.
Thirteen persons appeared at this hearing and presented testimo-
ny. Nineteen written comments were received concerning the
rules. The Department has attempted to address each comment.
In those cases where comments were very similar, they were com-
bined and given one response,

3. Several changes have been made to the rules as they were
published in the February 25, 1988 Administrative Register.
However, the philosophy of the regulations has not changed.
That is, the gross sales proceeds will be based upon an arm's-
length sale; all consideration received will be included in
gross sales proceeds and only limited deductions are allowed in
calculating net proceeds.

Many of the comments that were received provided a positive
contribution te the process. When posesible the Department
incorporated those comments into the regulations. The amend-
ments are as follows:

42.25.1001 DEFINITIONS +i}--iGress vaiue! means the werth
of the gross yieids as determined by the operaterls eor preodue-
erla anles eomtrackar If che econtraets are not arms-length; =&
vaiue must be appiied which refieets the markes vaiue at the
sales contraet dater The gross value ia net dependent upen &
aater

(2) and (3) will be renumbered (1) and (2).

(3) "OPERATION AND_Development" means AN_aay activity at or
near a well site which enhances or causes the continuation of
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production from a well~s FThis imeludes but is net iimibked ko
such things as wepaivs; instatiing new equipment; puilingy
eleaningy pailing; acidirimg; and sandfracing which eceur after
the date of initial DATE OF production fer ehe weli. THIS ONLY
INCLUDES THOSE ACTIVITIES AS LISTED UNDER ARM 42.25.1012,
42,25.1013, 42.25.1014 AND 42.25.1017.

(4) through (20) remain the same as originally proposed.

(21) "stored gas" means UNPROCESSED natural, gas OR RESIDUE
produced IN MONTANA from one producing formation and injected
into another depleted formation for purposes of temporary stor-
age.

+22} Yheae definitions apply +o returns filed for predue-
tion years 3987 and afeers

(22) "POSTED PRICE" MEANS THE PRICE PAID FOR OIL BY PUR-
CHASERS TO PRODUCERS IN ARM'S~LENGTH CONTRACTS/TRANSACTIONS AND
SPECIFIED IN PUBLICLY AVAILABLE PRICE BULLETINS OR OTHER PRICE
NOTICES PUBLISHED BY ARM'S LENGTH PURCHASERS. THE PRICE WILL BE
NET OF ALL ADJUSTMENTS FOR QUALITY (E.G. API GRAVITY, SULFUR
CONTENT, ETC.) AND LOCATION FOR OIL IN MARKETABLE CONDITION,
WHEN APPLICABLE.

(23) THESE RULES CODIFY THE EXISTING LAW, POLICY, PRACTICES
AND DECISIONS OF THE COURTS AND TAX APPEALS BOARD, AND APPLY TO
ALL TAXABLE PERIODS NOT CLOSED BY THE APPLICABLE STATUTE OF
LIMITATIONS. AUTH: Sec. 15~-23-108 MCA; IMP, Secs., 15-23-602
and 15-23=603 MCA,.

42.25.1011 TREATMENT OF ROYALTIES (1) Remains the same.

(2) All taxable royalty payments shall be assessed at full
cash value regardless of the net proceeds of the operator.
Certain royalty interests are considered to be nontaxable. The
following are nontaxable royalties: are set fordh in subsserion
43

4+3r—~A3t reyaleies are subjast €8 taxation with ecereain
execeptions as definmed belowsr

{a) Royalties paid to the U, S. government, state, county,
city, school district, or other political subdivision of the
state. awe econsidered te be nentanxabie

(b} Royalties paid to Indian tribes from production on
tribal land leased pursuant to the 1938 Indian Mineral Leasing
Act, 25 U.S.C. §§ 396a-396g have been determined te be taxabier
bue and royalties paid to the U. §. government from production
on allotted Indian land. have been determined to be nontanabie
AUTH: Sec. 15=23-108 MCA; IMP, Secs. 15-23-603 and 15-23-605
MCA,

42.25.1013 LABOR COSTS (1) All monies expended for labor
to the extent used in the OPERATION AND development o» produe-
tiem of a well, lease, or wunit, except as provided in ARM
42.25.1015, may be deducted in computing net proceeds as provid-
ed under ARM 42.25.1002 and 42.25.1004., Labor costs incurred in

drilling a well must be amortized through the procedures in
ARM 42,25.1015.
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(2) Labor shall include all monies expended for labor in
the OPERATION AND development or production of gas or oil
including payments to a person for pumping and metering a well,
lease or unit.

(3) Salaries of engineers, geologists, maintenance and
other technical personnel are a deductible item only to the
extent that such personnel devote time to the specific well,
lease, or unit.

(4) Buperintendents Superintendence akai: be meant te
includes only the WAGES PAID TO persons or officers actually
engaged directly in the working of the well, lease, or unit or
superintending the management thereof. This deduction is not
meant to include any personnel in a corporate or headgquarters
office who are not involved in the actual on site operations.
Superintendence does not include salaries of engineers, geolo-
gists, maintenance and other technical personnel delineated in
(3) above,

(5) Labor costs include, in addition to salaries and wages,
payroll taxes and payments by employers to health, welfare, and
retirement plans for the benefit of employees whose salaries or
wages are deductible under this rule.

(6) Except as provided for in (3) above, labor costs are
deductible only to the extent that the emplovee's services are
performed at the site of a welly ®he ALL LABOR costs are MUST BE
verifiable through contemporaneous record keepingy. AN am actu-
al payment mas MUST BE beenm made for the costs, and the amount
claimed MUST BE #s reasonable and consistent with amounts paid
for comparable services within the o©il and gas industry in
Montana.

(7) Fhaese amendments appiy 4o weturns filed for production
years 1587 and afeer. THESE RULES CODIFY THE EXISTING LAW,
POLICY, PRACTICES AND DECISIONS OF THE COURTS AND TAX APPEALS
BOARD, AND APPLY TO ALL TAXABLE PERIODS NOT CLOSED BY THE APPLI-
CABLE STATUTE OF LIMITATIONS.

AUTH: Sec. 15-23-108 MCA; IMP, Secs. 15-23-602 and 15-23-603
MCA,

42.25.1014 COSTS OF IMPROVEMENTS, REPAIRS, AND BETTERMENTS
(1) All monies expended for improvements, repairs, and better=-
ments necessary in and about the working of the well, lease, or
unit may be deducted in computing net proceeds as provided under
ARM 42.25.1002 and 42.25.1004.

(2) All monies expended to workover a well may be deducted
and shall include but are not limited to pulling, cleaning,
bailing, acidizing and sandfracing. These costs shall not

include any amounts expended for chemical supplies needed and
used in a_tertiary recovery project as these costs are amortized
pursuant to ARM 15.23.603(5).

(3) Fhese amendments apply to raturns filed for produckion
years 3087 and afters THESE RULES CODIFY THE EXISTING LAW,
POLICY, PRACTICES AND DECISIONS QF THE COURTS AND TAX APPEALS
BOARD, AND APPLY TO ALL TAXABLE PERIODS NOT CLOSED BY THE
APPLICABLE STATUTE OF LIMITATIONS. AUTH: Sec. 15-23-108 MCA;
IMP, Secs. 15-23-602 and 15-23-603 MCA.
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42.25,1015 DEDUCTION FOR DRILLING COSTS AND CAPITAL
EXPENDITURES (1) through (5) remains the same.

{(6) Acquisition c¢osts cannot be deducted in the year
jincurred or capitalized and amortized pursuant to this rule.
However, the new owner of a previously producing well, lease or
unit will be allowed to continue to deduct any unamortized
drilling costs and capital expenditures of the previous owner(s)
over the remainder of the original amortization period.

{7) Fhese amendments appiy &6 returns filed for preduction
yeaws 1387 amd mfeers THESE RULES CODIFY THE EXISTING LAW,
POLICY, PRACTICES AND DECISIONS OF THE COURTS AND TAX APPEALS
BOARD, AND APPLY TO ALL TAXABLE PERIODS NOT CLOSED BY THE APPLI-
CABLE STATUTE OF LIMITATIONS. AUTH: Sec, 15-23-108 MCA; AUTH
Extension, Sec. 3, Ch. 642, L. 1985, Eff. 4/30/85 and Sec. 25,
Ch. 655, L. 1987, Eff. 5/13/87; IMP, Secs. 15-23-602, 15-23-603
and 15-23-604 MCA.

42.25.1017 ABMINESPRAFIVE ANB OTHER OPERATIONAL COSTS (n
All monies expended for supplies, tools, chemicals and additives
to the extent used in the OPERATION AND development er preodue~
tien of a well, Ilease, or unit except as provided for in ARM
42.25.1015 may be deducted in computing net proceeds as provided
under ARM 42.25.1002 anQ 42.25.1004. Chemicals and additives as
used in this section are not meant to include chemicals and
additives used Iin a tertlary recovery project. Eierzent and
office enpenses are alievwed eniy ke the extent that they reiate
to the actual productien of the produects

(2) +through (5) remain as originally proposed on February
25, 1988,

(6) All monies expended for fuel and power used in the
operation AND DEVELOPMENT of a well, lease or unit may be
deducted. To the extent that fuel consumed on a lease, well, or
unit is produced from that well, lease or unit and the volume
and value has been included in the gross product yielded as
described in 42.25.1004, the fue]l may be deducted.

(7) remains as originally proposed.

(8) All on site expense actually incurred in the develep~
ment and operation AND DEVELOPMENT of a well, lease or unit, may
be deducted and must be documented pursuant to 42-25-1018 RULE
Iv.

(9) and (10) remain as originally proposed.

(11) Ne misceiimnesus items wiil be alieoweds All deduc~
tions must be itemized.

(12) Fhese amendments apply teo returns fiied for preduction
iears 1587 and afterrs Previdedy; hewever &heat the ianquage

elete 4n subseetiron {1} appiies ¢o aiil production years spen

under the appiicmble statute of limitatieomst THEGES RULES GODI-
FY THE EXISTING ©LAW, POLICY, PRACTICES AND DECISIONS OF THE
COURTS AND TAX APPEALS BOARD, AND APPLY TO ALL TAXABLE PERIODS
NOT CLOSED BY THE APPLICABLE STATUTE OF LIMITATIONS. AUTH:
Sec. 15-23-108 MCA; AUTH Extension, Sec, 3, Ch. 642, 1L, 1985,
Eff. 4/30/85 and Sec. 25, Ch. 644, L. 1987, Eff. 5/13/87; IMP,
Secs. 15=-23-602 and 15-23-603 MCA.

10-5/26/88 Montana Administrative Register



-984-

42.25.102]1 NEW PRODUCTION REPORTING REQUIREMENT (1) Will
be adopted as originally proposed. AUTH: Sec. 15-23-108 MCa;
AUTH Extension, Sec. 22, Ch. 695, L. 1985, Eff. 5/9/85 and Sec.
25, Ch. 655, L. 1987, Eff. 5/13/87: IMP, Secs. 15-23-602 and
15~-23-603 MCA.

42.25.1022 NET PROCEEDS COMPUTATION - QUARTERLY FILINGS
Will be adopted as originally proposed.
AUTH: Sec. 15-23-108 MCA; AUTH Extension, Sec. 22, Ch. 695, L.
1985, Eff. 5/9/85 and Sec. 25, Ch. 655, L. 1987, Eff. 5/13/87;
IMP, Secs. 15-23-603 and 15-23-604 MCA,

42.25.1023 COMMENCEMENT OF NEW PRODUCTION EXEMPTION Will
be adopted as originally proposed. AUTH: Sec. 15-23-108 MCA;
AUTH Extension, Sec. 22, Ch, 695, L. 1985, Eff. 5/9/85 and Sec.
25, Ch. 655, L. 1987, Eff. 5/13/87; IMP, Secs. 15-23-601 and

15-23-612 MCA.

42.25.1006 NATURAL GAS EXEMPT FROM ONE-HALF THE NET PRO-
CEEDS TAX TS HEREBY REPEALED. AUTH: Sec. 15-23-108 MCA; AUTH
Extension, Sec. 25, Ch. 655, L. 1987, Eff, 5/13/87; IMP, Sec.
15-23-612 and 15-36~121 MCA. -

42.25.1024 UNITIZED LEASES - NEW PRODUCTION DETERMINATION
IS HEREBY REPEALED. AUTH: Sec. 15-23-108 MCA; ég!& Extension,
Sec. 22, Ch. 695, L. 1985, Eff, 5/9/85 and Sec. 25, Ch. 655, L.
1987, Eff. 5/13/87; IMP, Sec. 15-23-601 MCA.

42.25.1025 PRODUCTIQN FROM NEW FORMATION OF CURRENTLY PRO-
DUCING LEASE 1S HEREBY REPEALED.
AUTH: Sec. 15-23-108 MCA; AUTH Extension, Sec. 22, Ch. 695, L.
1985, Eff. 5/9/85 and Sec. 25, Ch. 655, L. 1987, Eff. 5/13/87;
IMP, Sec. 15-23-601 MCA.

42.25.1026 CHANGES IN LEASES 1S HEREBY REPEALED. AUTH:
Sec. 15-23-108 MCA; AUTH Extension, Sec. 22, Ch. 695, L. 1985,
Eff. 5/9/85 and Sec. 25, Ch. 655, L, 1987, Eff. 5/13/87; IMP,
Sec. 15-23~601 MCA.

RULE T (42.25.1010) POLICY ON NET PROCEEDS DEDUCTIONS (1)
The net proceeds of oil and gas law provides for limited deduc-
tions for expenses incurred at the well or lease located in
Montana. The net proceeds tax is a property tax and is signifi-
cantly different from an income tax. Accordingly, the net pro-
ceeds law does not allow the broad spectrum of deductions
allowed wunder an income tax. Deductions are allowable only to
the extent that they represent expenses directly related to
extracting o0il and gas from the ground and were actually
incurred and paid for. Further, the expenses must only be for
those costs specifically listed in the law and in these rules.

(2) This rule oppiies tes returans filed for preduection yeaers
1987 and afeey: THESE RULES CODIFY THE EXISTING LAW, POLICY,
PRACTICES AND DECISIONS OF THE COURTS AND TAX APPEALS BOARD, AND
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APPLY TO ALL TAXABLE PERIODS NOT CLOSED BY THE APPLICABLE STAT-
UTE OF LIMITATIONS. AUTH: Sec. 15-23-108 MCA; AUTH Extension,
Sec. 3, Ch. 642, L, 1985, Eff. 4/30/85 and Sec., 25, Ch. 655, L.
1987, Eff, 5/13/87; IMP, Secs., 15-23-602 and 15-23-603 MCA.

RULE II (42.25.1026) DECLARATORY RULING PROCEDURE (1) When
an operator is uncertain how these regulations will apply to a
particular circumstance that person may petition the Department
for a declaratory ruling as to the applicability of the statute
and/or these regqulations to his activity or proposed activity.
Section 2-4-501 provides the authority, and ARM 1.3.227 through
1.3.229 provides for the procedures to be used in requesting a
ruling,

(a} In addition to the contents of the petition outlined in
ARM 1.3.227, a petition must delineate the well or wells for
which the petition is submitted.

(2) This ¥uie applies teo weturns fited for preduction years
$987 and afeerr THE FACT THAT A PERSON DID NOT PETITION THE
DEPARTMENT FOR DECLARATORY RULING AS TO THE APPLICABILITY OF A
STATUTE AND/OR REGULATION TO THAT PERSON'S ACTIVITY OR PROPOSED
ACTIVITY SHALL NOT BE CONSTRUED AS A FAILURE TQ EXHAUST ADMINIS-
TRATIVE REMEDIES IN ANY SUBSEQUENT ADMINISTRATIVE OR JUDICIAL
REVIEW, OR LITIGATION, BETWEEN THE DEPARTMENT AND THE PERSON
INVOLVED OVER ANY PARTICULAR ITEM WITH RESPECT TO NET PROCEEDS
TAXATION.

(3) THESE RULES CODIFY THE EXISTING LAW, POLICY, PRACTICES
AND DECISIONS OF THE COURTS AND TAX APPEALS BOARD, AND APPLY TO
ALL TAXABLE PERIODS NOT CLOSED BY THE APPLICABLE STATUTE OF
LIMITATIONS. AUTH: Sec, 15-23-108 MCA; AUTH Extension, Sec. 3,
Ch. €42, L. 1985, Eff. 4/30/85 and Sec. 25, Ch. €55, L. 1987,
Eff. 5/13/87; IMP, Secs. 15-23-602 and 15-23-603 MCA,

RULE III (42.25.1009) GROSS SALES PROCEEDS (1) The gross
sales proceeds from the sale of oil and condensate shall be
equal to the total production sold times the stated comtract
priee for the eii-and-condemsate; in ne event wiil &he awated
price be ieas than +the peseed field price for aimilar oiis
"POSTED PRICE." IF THERE IS A NON-ARM'S-LENGTH OR NO CONTRACT
FOR THE SALE OF OIL OR CONDENSATE THE PRICE REPORTED MAY NOT BE
LESS THAN THE "POSTED PRICE" FOR SIMILAR OIL AND CONDENSATE.

t2} Where an armie-iength sales contract price or a pested
priece includes a provision whereby the listed price is redueed
by a transportation factor the gress sales preoceeds wiltd egqual
the econtraet priece or pested price less the transporeatien fae-
tors

if an eoperater has a nen-armlia-iength ¢eranapertation eon-
tract or perfoerms ehe transporkation serviees himself; the
ameunt of tramspertation wiii be based upon the operaterlis actu-
2% eest +to éeranapere the oilc Hewever; this eest shaii nes
exeeed the transpertation eosta inecurred under eemparabie
armis-iengeh saies esntraces or as-provided-for-in-pested prices
in the arear In determining comparabiiity the feliewing facters
witt Bbe econsideredr type oFf transpertatien {truek vs pipeliney
discance transperted; velume and such OPHER factors as may be
apprepriate 4o refleee the actual eost ko eransperées
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(2) (a) remains as originally proposed.

(b) If there is no contract or a non-arm's-length contract
at the wellhead and the wellhead is the point of sale, the gross
sales proceeds will be equivalent to a contract price derived
from, or paid under, comparable arm's-length contracts for pur-
chases, sales or other dispositions of like-guality gas in the
same field multiplied by the volume of natural gas. In deter-
mining comparability the following factors will be considered:
time of execution, duration, market or markets served, terms,
quality of gas, volume, and such OTHER factors as may be appro-
priate to reflect the value of the gas. .

(2) (c) and (d) remain as originally proposed.

(3) (a) through (c){ii) remain as originally proposed.

(iii) If natural gas liquids are sold pursuant to an
arm's-length contract the gross sales proceeds for the natural
gas liquids will be the contract price received multiplied by
the volume of liguids and adjusted for the plant products price
adjustment attributable to the natural gas liquids determined as
follows:

(a) The plant products price adjustment for the matural
gas liquids onilyy divided by the totail gaiions produced for the
epearater; and other produsers; +if anyr This gqueotient is she
piant products price aodiustmentsigaiien: Pey each rveturm £iled
purauant &e 5-23-6027 MCA the epervater may adjuat the eontraet
priece of each gaiion wreporead by the piant predueks priece
adjusementsLIQUIDS ONLY WILL BE MULTIPLIED BY THE FOLLOWING
PERCENTAGE :

TOTAL GALLONS ATTRIBUTABLE TO OPERATOR

TOTAL GALLONS ATTRIBUTABLE TO OPERATOR & OTHERS

THIS IS THE PLANT PRODUCTS PRICE ADJUSTMENTS, FOR LIQUIDS ONLY,
ATTRIBUTABLE TO THE OPERATOR. THIS FIGURE IS THEN SUBTRACTED
FROM THE 100% GROSS SALES PROCEEDS OF LIQUIDS PRODUCED BY THE
OPERATOR TO DETERMINE THE TAXABLE GROSS SALES PROCEEDS FIGURE
FOR THE OPERATOR.

(iv) Remains the same as originally proposed.

(v) If other products are sold pursuant to an arm's-length
contract the gross sales proceeds for the other products will be
the contract price received multiplied by the volume of other
products adjusted for the plant products price adjustment
attributable to the other products determined as follows:

(A) The plant products price adjustment for +he other
produet only divided by the teta} units produced fer the opera-
tovy; and sther produsers; £ anyr This quetienet &8s whe piane
preducts price adjustmentsiunitr For cach veburn filed purasuant
ke 15-23-602; MEA the operater mey adijust the esneraet price of
each unit reperted by the piant products price adjustment-OTHER
PRODUCTS ONLY WILL BE MULTIPLIED BY THE FOLLOWING PERCENTAGE:

TOTAL UNITS ATTRIBUTABLE TO OPERATOR
TOTAL UNITS ATTRIBUTABLE TO OPERATOR AND OTHERS

THTIS IS5 THE PLANT PRODUCTS PRICE ADJUSTMENTS, FOR OTHER
PRODUCTIONS ONLY, ATTRIBUTABLE TO THE OPERATOR. THIS FIGURE IS
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THEN SUBTRACTED FROM THE 100% GROSS SALES PROCEEDS OF OTHER
PRODUCTS PRODUCED BY THE OPERATOR TO DETERMINE THE TAXABLE GROSS
SALES PROCEEDS FIGURE FOR THE OPERATOR.

(vi) If other preoducts are sold pursuant to a non-arm's-~
length contract the gross sales proceeds will be equivalent to
the gross sales proceeds contract price derived from, or paid
under, comparable arm's-length contracts for purchases, sales or
other dispositions of like-quality products in the same field or
area multiplied by the volume of other products. In determining
comparability the following factors will be considered: time or
execution, duration, market or markets served, terms, quality of
gas, veolume, and such other factors as may be appropriate to
reflect the value of the products.

(A) plant products price adjustments will be allowed as
described in (iii) (A) above.

(vii} IF A NEGATIVE FIGURE IS CALCULATED WHEN TOTALLING
(iii) (A) OR (iv) (A). + (v) (A) OR (vi) (A} THE REMAINDER MAY BE
SUBTRACTED FROM THE GROSS SALES PROCEEDS OF THE RESIDUE
ATTRIBUTABLE TO THE OPERATOR, TO CALCULATE THE TAXABLE GROSS
SALES PROCEEDS FOR NET PROCEEDS PURPOSES.

(4) and (5) remain as originally proposed.

(6) This rule appiies to returns fiied for production yeawrs
19687 and afeers THESE RULES CODIFY THE EXISTING LAW, POLICY,
PRACTICES AND DECISIONS OF THE COURTS AND TAX APPEALS BOARD, AND
APPLY TO ALL TAXABLE PERIODS NOT CLOSED BY THE APPLICABLE STATUE
OF LIMITATIONS. AUTH: Sec. 15-23-108 MCA; AUTH Extension, Sec.
3, ch. 642, L. 1985, Eff. 4/30/85 and Sec. 25, Ch., 655, L, 1987,
Eff. 5/13/87; IMP, Secs. 15~23-602 and 15-23-603 MCA.

RULE IV (42.25.2518) NECESSITY OF PROOF (1) Any expense oY
adjustment will be disallowed if the operator does not keep
adequate records or other proof to show the amount and purpose
of the expense. To satisfy the adeguate records requirement,
there must be records maintained that were prepared at or near
the time of use, and the records must be supported by receipts,
vouchers or other documentary evidence.

(2) Fhis rule appliies to returns filed for preductien years
587 and afters THESE RULES CODIFY THE EXISTING LAW, POLICY,
PRACTICES AND DECISIONS OF THE COURTS AND TAX APPEALS BOARD, AND
APPLY TO ALL TAXABLE PERICDS NOT CLOSED BY THE APPLICABLE STAT-
UTE OF LIMITATIONS. AUTH: Sec. 15-23-108 MCA; AUTH Extension,
Sec. 3, Ch. 642, L, 1985, Eff. 4/30/85 and Sec. 25, Ch. 655, L.
1987, Eff. 5/13/87; IMP, Secs. 15-23-602 and 15-23-603 MCA.

4. Proposed Rules V through VII are not going to be adopt-
ed.

5. Public comments were received and are addressed as fol-
lows:

42.25.1001(3) - DEFINITIONS - DEVELOPMENT

COMMENT : The Department should adopt a definition of
"operation”.
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RESPONSE: The department has reviewed the issue of defining
"operation". Section 15-23-603, MCA describes what expenses may
be deducted in the "operation and development" of a well. The
term "operation" is always used in conjunction with the term
"development". There doesn't need to be a separate definition
for "operation", but rather a definition that describes both
terms. "Operation and Development" means an activity at or near
the well site which enhances or causes the continuation of pro-
duction from a well after the initial date of production. This
only includes those activities as Jlisted under 42.25.1013,
42.25.1014 and 42,25.1017.

Drilling costs and capital expenditures as described in
42.25.1015 are not treated as "operation and development" activ-
ities.

42.25.1001(4) - DEFINITIONS - ARM'S-LENGTH CONTRACT

COMMENT : Many comments were submitted stating the proposed
definition of arm’s-length contract was "too narrow" and
"restrictive.

RESPONSE : The cornerstone to any determination of whether a
sale is an actual arm’'s-~length sale is what influence any party
to a sale had over the other party to that same sale. If a sale
begins with two parties at arm's-length, the total price
received should be accepted as the gross sales proceeds. Howev-
er, if the transaction is not at arm's length, other factors
must be taken into account to determine if the resulting price
under a non-arm's-length contract is reascnable. If the price
arrived at under a non-arm's-length contract is reasonable, the
determination of whether it is arm's 1length is of no conse-
quence. The department believes the definition needs to be
restrictive to insure that only contracts which are truly
arm's-length be accepted without question.

COMMENT : The definition of arm's-length contract recently
adopted by the Minerals Management Service (MMS) should be
adopted by Department of Revenue. The MMS definition does not
use the term "adverse economic interest"” and it has tests to
determine if there is control.

RESPONSE: The MMS definition uses the term “"opposing®™ economice
interest, the Webster's New World Dictionary defines adverse as
"moving or working in an opposite or contrary direction; oppos-
ing; opposite in position.," 1t would appear that the two defi-
nitions are substantially the same. The de¢partment believes the
result (i.e. opposite or opposing economic interests) clearly
describes what an arm's length transaction should he. In addi-
tion, the issue of "adverse economic interest" has been
addressed by Federal Court, Creme Manufacturing Co,, Inc. v.
United States 492 F.2d 515:
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To be at arm's length under Section 4216(b), a transaction
must be between parties with "adverse economic interests".
Campana Corp. v. Harrison, 7 Cir. 1940, 114 F.2d4 400, 408,
overruled on other grounds, F. W. Fitch Co. v. United
States, 1945, 323 U.S. 582, 65 5. Ct, 409, 89 L.Ed. 472.
Each party t¢ the transaction must be in a position to
distinguish his economic interest from that of the other
party and where they conflict, always choose that to his
individual benefit. In other words, if the seller would
hesitate to raise the price for the sole reason that it
would hurt the buyer, the parties are not at arm's-length.

The definition as proposed by the Montana Petroleum
Association (MPA) uses only formal affiliation or ¢ommon owner-
ship between contracting parties to establish arm's length con-
tract. This concept was also rejected by the Federal Court in
Creme Manufacturing:

Overlapping ownership and control are indicators that the
parties may not be adverse, see e.g. Campana Corp. V.
Harrison, supra, but the absence of these factors does not
automatically signal an arm's-length transaction. We must
examine the entire relationship of the parties.

The department believes the definition as proposed by MPA
ignores the fact that parties may have contractual or other
relationships which may have had an influence on how the price
is arrived at under the contract.

COMMENT : There were several comments submitted stating that in
the past many, if not all, of the non-arm's-length contracts pay
higher wellhead prices.

RESPONSE: If this is true, the "non-arm's-length" contract will
be accepted as gross sales proceeds provided the 50% requirement
in Rule III(2)(c){ii) is also met.

COMMENT : The Department of Revenue's arm's length interpreta-~
tion allows for bureaucratic mischief and will simply mire the
state and industry in needless lawsuits and taxes paid under
protest. '

RESPONSE: While there may be differing interpretations of the
statute and these regulations, the declaratory ruling provisions
which have been proposed should help to clarify any particular
circumstances. The department intends for these rules to reduce
the number of lawsuits and taxes paid under protest by eclarify-
ing the policies pertinent to the administration of the tax.

COMMENT : Department of Revenue's definition of "arm’s length"

makes it impossible for independents +to compress or progess
their own gas.
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RESPONSE: As previously stated, if the department determines
that a contract is "non= arm's-length" it would not necessarily
mean that the gross sales proceeds under the contract would bhe
invalidated. If the sales proceeds from a non- arm's-length
contract reasonably reflects market value, the non arm's length
gross sales proceeds would be accepted.

COMMENT: A single arm's-length contract in a particular field
should be sufficient evidence of the market value of the gas in
that field. It seems ludicrous to reguire that the arm's length
contracts be for more than 50% of the producing wells in the
field.

RESPONSE: This particular standard was adopted to provide rea-
sonable assurance that there were sufficient arm's-length sales
in a field to provide a good comparison for the non-arm's-length
contracts. By adopting the 50% standard, the department has
provided an objective measure to determine if the sellers in the
arm's~length contracts had a sufficient market share to remove
market dominance by the purchaser.

COMMENT: There are many, many situations where an arm's-length
contract does exist by virtue of the purchase of the natural gas
by the lessee from the 1lessor. The market price agreed to
between the 1lessor and the lessee should, and does, establish
the market price of the natural gas in that particular area or
in that particular field.

RESPONSE : Clearly the market price of a product is not deter-
mined by a lease agreement. Accordingly, this comment is
rejected. Market price 1is established between purchasers and

producers not lessor.

COMMENT: Why is it that 0il and Gas is selected out as influ-
encing the sale price? Are we automatically guilty? It appears
so! Why can not two parties enter into an honest contract or
agreement simply t¢ s#ell or purchase product without being
guilty in the State Revenue's eyes?

RESPONSE: The department does not believe that the oil and gas
industry is being singled out. fThe standards under which the
contracts will be evaluated have been used by courts in other
jurisdictions, as was previousgly discussed. 1In addition, coal
contracts are evaluated for the coal severance and gross pro-
ceeds tax using the same arm's-length standards.

COMMENT : The proposed definition of arm's length will make it
nearly impossible for an arm's length contract to exist, whether
there is only one or numerous operators in the area. Many oper=-
ators have other businesses, where relatjionships other than

their operations exist. The arm's length c¢ontract must be
assumed to be valid unless there is strong evidence that indi-
cates otherwise. A proposal was given to the department to

address this problem. A copy of this proposal is enclesed
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(encl. 1). This proposal is still in a very rough form, but the
basic idea could be developed into a workable method for the
department and industry.

RESPONSE : Again, the mere fact that a contract is non-arm's
length does not nullify the calculation of gross sales proceeds.
The department agrees there must be evidence to the contrary
before the results on any agreement are invalidated. The pro-
posed rules will provide a methodology to evaluate the results
of non-arm's length contracts.

The proposal submitted was studied at length subsequent to its
submission on February 10, 1988. There are two primary reasons
why the department did not incorporate the concept into the
rules:

1) The determination of arm's-length vs. non- arm's-length is
still a critical component to this concept. Therefore, the
department could not eliminate the language describing how
arm's-length will be determined,

2) The proposal uses an "average field price" calculated from
the net proceed returns filed each year. A "lower pricing lim-
it" is determined by subtracting one-half the standard deviation
of the wellhead prices from the "average field price". If any
price for natural gas is equal to or greater than the "lower
pricing limit" the wellhead price on the particular well or
group of wells for which the comparison is made would be accept-
ed as gross sales proceeds. The major flaw in this calculation
is that all wellhead prices are included. No attempt is made to
eliminate from the calculation the non-arm's-length wellhead
prices. As a result, many prices that are not bona fide sales
prices would be included in the universe of prices used to cal-
culate the "average field price". Verification of the wellhead
prices could not be done in many cases until after audit. This
would render the sample unusable as a standard until after the
returns were audited, perhaps after several years. In the mean-
time, no prodiucer would know what price would be used for calcu-
lating gross sales proceeds.

42.25.1001(21) - DEFINITION - STORED GAS

COMMENT : The "natural gas" in the definition of stored gas
should be changed to "residue”.

RESPONSE: The department agrees in part with the comment.
However, rather than delete "natural gas" entirely, the depart-
ment has changed the definition so stored gas can be both unpro-
cessed natural gas and residue. Not all gas would be processed
prior to being stored.

The definition of stored gas is amended to read as follows:
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(21) "Stored gas" means unprocessed natural gas or residue
produced in Montana from one producing formation and injected
into another depleted formation for purposes of temporary stor-
age.

COMMENT: Concern was raised that under the proposed definition
of stored gas, it was unclear whether the department intended to
tax only gas produced in Montana. Some gas that is presently
being stored in Montana was produced in other states.

RESPONSE: It was never the department's intent to tax natural
gas that wasn't produced in Montana. Specific amendments have
been made to clarify that point. In particular, the language
"in Montana" has been added to the @efinition in order to clari-
fy that the department is not trying to tax gas produced outside
Montana.

COMMENT : We do not believe the entire definition for the tax
treatment of stored gas is in accord with the statute. The net
proceeds statute is based on gross sales proceeds, so without a
sale, there can be no taxable gross sales proceeds. By defini-
tion, stored gas has not been sold.

RESPONSE: Under Rule ITI(4) the operator may exercise an option
whereby any gas that is stored may be reported and the tax paid
as though it were sold or the stored gas can be inventoried and
reported when it is sold. The department believes that there is
very clear statutory authority to require the second option
{(i.e. inventory the gas and pay the tax when required from stor-
age}, However, the department recognizes that the recordkeeping
may be burdensome. Therefore, the department has allowed the
operator to choose the method.

42.25.1011 -~ TREATMENT OF ROYALTIES
COMMENT: Are royalty payments to government deemed a Tax?

RESPONSE: Royalty payments are not a tax. By definition, they
are a share of production, free of the expenses of production.

42.25.1013 - LABOR COSTS

COMMENT: With respect to "superintendence", the provision mere-
ly defines what superintendence is without specifically stating
that superintendence is a labor cost which can be deducted in
computing net proceeds. An amendment is suggested.

RESPONEE: The department agrees that this could be clarified
and has amended 42.25.1013 to state that "superintendence”
refers to wages paid to persons or officers actually engaged in
the working of the well.

COMMENT: Delete from part 6 the phrase "an actual payment has
been made for the costs". This deletion relates to "in kind"
deductions.
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RESPONSE: The district court case of Somont 0il Company V.
Department of Revenue, Cause No. 12994 Ninth Judicial District
affirmed the State Tax Appeal Board's decision Docket No.
PT-1982-117, which states:

2. Further, Somont seeks to deduct for "in-kind" activi-
ties in which no money exchanged hands. For example,
Somont seeks to deduct money for Carl Jansky's
superintendency. However, he did not receive any money
from Somont. Since he did not receive any income from
somont Carl Jansky probably did not report this "in-kind"
superintendency on his income tax return or pay any income
tax on this sum,

The decisions of the Montana Supreme Court and the legislative
history of the Net Proceeds Tax demonstrates that only "actual
costs" can be deducted from the gross sales proceeds under the
Net Proceeds Tax. Sections 15-23-602 and 15-23- 603, Montana
Code Annotated. Also, see Anaconda Copper Mining Company v.
Junod, 71 Mont. 132, 227 P. 1001 (1924).

The legislature did not intend for these types of "non-taxable",
"in-kind" deductions to be deducted from the gross sales pro-
ceeds."

COMMENT : Amend 42.25.,1013(7) from 1987 to 1988. The time is
too short to expect producers to have the data necessary to file
a return based upon rules still to be heard, amended, and adopt-
ed.

RESPONSE: These rules are intended to clarify present Depart-
ment procedures, and do not represent a significant change from
previous Department interpretations and appeals decisions.

COMMENT: The Department of Revenue should permit a deduction
under 42.25,1013(4) for costs incurred by the operator associat-
ed with the performance of functions required by the laws and
rules of the State of Montana.

RESPONSE: ARM 42.25.1013(4) explains the superintendence
expenses allowable for labor costs.

The Montana Supreme Court has stated:

. . » not all, but only the direct costs and expenses were
contemplated as deductible items.. . . It was the aim and
intention of the legislature to fix some definite and uni-
form basis for the determination of the net proceeds for
taxing purposes. This it has done by authorizing deduction
of only actual costs. It was not its intention to permit
deductions of every conceivable item of expense.
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Anaconda Copper Mining Co. v. Junod, 71 Mont., 132, 138-140, 227
P, 1001 (1924).

"Performance of functions required by the State of Montana"
aren't direct costs incurred by person(s) directly engaged in
the working of the well which the legislative history of the net
proceeds laws provide for.

COMMENT: Change line 3 of 42.25.1013(6) to read ‘"performed at
the site of or directly attributable to a well, lease, or utit,
etc."”

RESPONSE: Adding the language "directly attributable" would
allow for costs away from the well site for superintendence
(i.e. Somont Qil Company v, Department of Revenue, Cause No.
12994, Ninth Judicial District of Montana). This would oppose
statutory and case law. Therefore, the amendment is not includ-
ed.

42.25.1015(b) - ACQUISITION CQSTS

COMMENT : By the department not allowing acquisition costs,
there has been a total disreqgard of 15-23~603(2) and 15-23-604.
It was stated that the phrase "money invested in the well and
improvements" as provided in 15-23-607(2) supports the position
that acquisition costs should be allowed.

RESPONSE: If 15-23-603(2), MCA ig read in its entirety, it does
not support the idea of deducting acquisition costs.

15-23-603(2), MCA states:

No money invested in the well and improvements during any
year except the year for which such statement is made may
be included in such expenditures, except as provided in
15-23-604, and such expenditures may not include the sala-
ries or any portion thereof of any person or officer not
actually engaged in the working of the well or superintend-
ing the management thereof.

Section 15-23-603(2), MCA, when read properly states only
expenses incurred in the year for which a return is filed may be
deducted on that return, with the exception of drilling costs
and capital expenditures which are to be deducted as stated in
15-23-604, MCA. Both 15-23-603(2) and 15-23-604, MCA do not
provide what can be deducted, but rather how the deduction will
be calculated.

The law provides deductions for the "cost of construction,
repairs and betterments" per 15-23-602(2)(ii), MCA and more
specifically, for "all money expended for improvements, repairs
and  betterments in and about the working of the well"
15-23-603(d), MCA. The law specifies how these capital costs
will be amortized over a period of years (15-23-604, MCA).
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There is no statutory support in either 15-23-603(2) on
15-23-604, MCA for the deduction of acquisition costs.

The sales price of a producing lease may be derived from many
factors that go beyond the cost of a well. The fact that the
ownership changes does not effect the costs that will be
incurred to actually extract oil or gas from the well,

COMMENT: The Department of Revenue is penalizing the owner for
not being the entity which incurred the initial drilling costs
and capital expenditures.

RESPONSE: As stated previously, all costs associated with the
actual production of the oil and gas are allowed, However, once
the cost of the drilling and production equipment have been
amortized, no additional deduction will be allowed.

COMMENT : Several individuals stated that many of the producing
properties that are sold are marginal, and if the department
does not allow the amortization of acquisition costs those prop-
erties will be rendered unsalable.

RESPONSE: As the department has stated during the entire rule
making process, the main objective has been to provide clarity
to the regulations. Allowing acquisition costs would not be a
clarification, but statutory change.

COMMENT : Suggestion that, if the sale of a producing property
is pursuant to an arms'-length contract and the sales price is
allocated to the capital improvements and drilling costs, the
deduction for acquisition costs could be allowed on the same
basis. Also, if the sale was pursuant to a non-arm's-length
contract, the burden would be on the taxpayer to establish how
the sales price would be allocated.

RESPONSE: Although this suggestion does describe a methodology
on how to segregate the sales price, it does not address the
statutory problem outlined above. 1In addition, it illustrates
the problem with the whole concept of acquisition costs by sug-
gesting that there are additional "drilling costs" that need to
be recovered., The "actual cost" to drill a well is a one-time
expense and will not reoccur. This concept of an asset being
depreciated several times by several different owners is an
income tax concept and not appropriate for net proceeds.

42.25.1017 - OTHER OPERATIONAL COSTS

COMMENT : Administrative expenses have been allowed in the past
through numerous audits.

RESPONSE: As a general rule, administrative expenses relate to
costs incurred away from the well and are not for the "operation
and development” of the well. Administrative expense most often
includes such things as tax return preparation, accounting,
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disbursements of funds, etc, none of which are incurred directly
to enhance or continue actual production.

COMMENT : Change the language of 42,25.1017 to "all on site or
directly attributable expenses actually incurred”.

RESPONSE: Adding the language “directly attributable" could
allow for costs away from the well site. This would be contrary
to statutory and case law, and therefore is not be included.

COMMENT: 42.25.1017(8) refers +to Administrative Rules of
Montana 42.25.1018 which has been reserved by the Department of
Revenue.

RESPONSE: The reference to 42.25.1018 in this section has been
deleted and replaced by "Rule IV",

COMMENT ¢ The existing regulations state that clerical and
oifice expenses are allowed only to the extent that they relate
to the actual production of the product. Why has this language
been stricken from the proposed regulations? Please name case
and statutory law.

RESPONSE: Although the existing regulations state that there is
an allowance for deduction of clerical and office expenses,
recent case law established that such items are not deductible.

Section 15-23-603(1) (b), MCA states that net proceeds shall be
determined by subtracting from the gross sales proceeds "all
money expended for necessary labor and machinery needed and used
in the operation and development (of the well)". Clerical and
office expense would fall under the labor category of this stat-
ute. But, as they dc not relate to the actual operation and
development of the well they are not an allowable deduction.

This concept was established by case law in the 1924 Anaconda
Copper Mining v. Junod 71 Mont. 132, 227 Pp. 1001. This case
established three main principles for net proceeds deductions:

1. Producers must actually incur and pay for an item of
expense.

2. The expense must be for direct costs of extraction, and

3. The item must be specifically named in the statute.
Clerical and office expenses would fall under 1. as listed
above, but not 2. and 3. Therefore, this item is not deduct~
ible.
Even though this reading is based on a Net Proceeds of Mines
case, the Legislature, in writing the net proceeds law for oil

and gas, carried over the mines net proceeds language on actual
costs of production to the o0il and gas proceeds law. Thus the
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Anaconda decision does apply to the administration of the oil
and gas law. These decisions have also been upheld in Somont
0il Company v. Department of Revenue, Cause No. 12994, Ninth
Judicial District of Montana. Ed Vanderpas 0il v. Department of
Revenue, Cause No. 12995, Ninth Judicial District of Montana.
Duard Rogsmiller v. Department of Revenue, PT=1979-5, State Tax
Appeal Board.

COMMENT: By what law or statute was it determined that there
are no administrative costs directly related to producing oil or
gas?

RESPONSE: Please see responses to comments above.

COMMENT: ARM 42,25.1013 and 42.25.1017 refer to the necessity
of activity taking place at the site of the well to be deduct-
ible. However ARM 42.25.1013(3) allows for geologic, mainte-
nance, engineering and other technical work to take place at
some other peoint.

RESPONSE: The department recognizes that certain labor costs
relating to oil and gas production is unable to be performed at
the well site. It is not always feasible for technical work to
be performed on site, even though, if possible it would be.
However bv allowing this deduction, the Department of Revenue is
not wavering from statutory or case law as the cost of this
labor is necessary as a direct cost of extraction. Also these
regulations are specific in identifying that only the costs as
listed in 42.25.1013(3) are allowable away from the well site as
can be seen by the language in 42,25,1013(4) and (6). 1In addi-
tion, these costs clearly fit within the definition of “opera-
tion and development"”.

COMMENT : Issue 1s taken with the Department of Revenue state-
ment that only "on site" costs related to o0il and gas are
deductible. Nowhere in the statute, nor in the current regqula-
tions are the words "on site".

RESPONSE: Section 15-23-603(1)(b), MCA states that the Net
Proceeds shall be calculated by subtracting from the gross sales
proceeds thereof the following:

All money expended for necessary labor and machinery needed
and used in the operation and development (of the well).

The definition for development in ARM 42,25.1001(3) states "at
or near a well site.. . ." Even though "on site" is not specif-
ically mentioned in the language "at or near the well site"
infers the same.

COMMENT: Considering the statutory definition of "well™ why can

a net proceeds tax report not be filed on all of the wells in
one field or water flood unit, or one lease or group of leases?
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RESPONSE: The statutory definition of a well is found under
15-23-601(5), MCA. It states:

The term "well” includes each single well or group of
wells, including dry wells, in one field or production unit
and under control of one operator or producer.

In addition, the present regulations clearly define both a lease
and a unit in terms of wells or pools. ARM 42.25.1001(2) & (3).

When the Department refers to filing on a well basis it relates
directly to the definition in 15=23-601(5), MCA. The "well"” as
used in the regulations is defined in statute, Numerous produc-
ers in the state file returns based on a unitized production
area, or on a leasehold area. (The only exception to this would
be returns filed on wells that are not a part of an actual
lease, or outside of a unitized area and included in the same.)

COMMENT: The deductibility of travel expense is too restrictive
in that it does not allow for travel between wells on a
waterflood unit or leasehold area.

RESPONSE: Travel between wells on a waterflood unit or lease-
hold area are allowed per ARM 42.25.1017(7) by ‘the statutory
definition of "well". This expense has never been disallowed if
specific documentary evidence supports the expense. Vehicle
expense to travel from well to well is provided for in
15-23-603(1) (e), MCA.

COMMENT : Necessary travel expenses would be required for the
planning and designing of a waterflood unit. Would these
expenses be allowed?

RESPONSE : Travel expenses related to a waterflood unit are
handled exactly as for a non-waterflcod unit.

COMMENT: An amendment to the proposed rules has been made which
benefits the major companies. This is where you are allowing
"the supervision or superintendence of the persons or officers
actually engaged directly in the working of the well, lease or
unit or superintending the personnel in a corporate or headquar-
ters office who are not involved in the actual on-site opera-
tions."

RESPONSE: ARM 42.25,1013(4) states:

Superintendence shall be meant to include only the persons
or officers actually engaged directly in the working of the
well, lease or unit or superintending the management there-
of. This deduction is not meant to include any personnel
in a corporate or headquarters office who are not involved
in the actual on-site operations. (emphasis added)
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When the overall rule is read, the meaning becomes obvious. The
Department treats all oil and gas operators the same.

COMMENT: ARM 42.25.1017, in defining "operational costs" disal-
lows "chemicals and additives used in tertiary recovery pro-
jects". There is no logical reason why chemicals and other
additives should be excluded. They are absolutely necessary in
order to effect recovery, whether it be primary, secondary or
tertiary. The proposal of this rule indicates to me a complete
lack of understanding on the part of the person writing that
rule of what constitutes "tertiary recovery project.

RESPONSE: These expenses are not disallowed but rather clari-
fied as to how they will be deducted.

ARM 42.25.1017(1) gquotes the same language as listed above and
explains that the costs will be amortized pursuant to
15-23-603(5), MCA as enacted by the 1985 Legislature. The rule
is a clarification of statutory law and legislative intent as it
pertains to filing the net proceeds return.

42.25.1021 - NEW PRODUCTION REPORTING REQUIREMENT

COMMENT: The DOR should allow an operator of an oil or gas well
completed after March 31, 1987 the option to elect under the
provisions of the laws defining "New Production” or under prior
laws governing "0ld Production” or wells completed prior to
March 31, 1987.

RESPONSE: 1In reading both 15-23-602(2) and 15-23-607(2), MCA
there is no statutory authority to allow an operator an option:

15-23-602(2) states:

Each operator having interim production or new production
as defined in 15-23-601 shall, on or before the last day of
the months of October, January, April, and July, make out
and deliver to the department of revenue a statement of the
gross sales proceeds of such interim production or new
production from each well owned or worked by such person
during the preceding calendar quarter. ‘The statement must
be in the form prescribed by the department and verified as
provided in subsection (1). The statement shall show the
information required in subsections (1) (a) through (1) (d).
{(Emphasis added.)

This section states the operator shall file interim on new pro-
duction as provided for. Therefore, we believe there is no
option available,

15-23~-607(2) states:

For interim production or new production, as defined in
15-23-601, the county assessor may not levy or assess any
mills against the value of such interim production or new
production, but shall instead levy a tax as follows:
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(a) for interim production or new production of petrole-
um or other mineral or crude o0il, 7% net proceeds, as
described in 15-23-603(3); or

(b} for interim production or new preduction of natural
gas, 12% of net proceeds, as described in 15-23-603(3).
(Emphasis added.)

For there to be any authority to allow "new production” to file
as "old production" the assessor would have to have been given
the ability to use either mill levies or the flat 7% or 12% tax
rates, no such authority is granted.

COMMENT : Twelve comments were received pertaining to Rules
42.25.1021, 42,25.1022, 42,25,1023 and Rules V, VI and VII.
These comments related to inconsistences with, and restatements
of the statute.

RESPONSE: The statute is clear as to the filing requirements
for New and Interim Production. Therefore, proposed Rule V, VI
and VII will not be adopted and rules 42.25.1021, 42.25.1022 and
42.25.1023 will be repealed pursuant to a separate rule notice.

Miscellaneous

COMMENT : Replace the Net Proceeds Tax with a Gross Proceeds
Tax.

RESPONSE: The change to a Gross Proceeds Tax would encompass a
change in statute and can only be done by an act of the Legisla-
ture.

COMMENT: An operator of an oil and gas lease should not be
responsible for filing any production taken in~kind.

RESPONSE: The responsibility for filing the Net Proceeds return
lies with the operator of the well, lease or unit, not with the
individual interest owners. It is a long standing rule of the
Department of Revenue that one operator file the Net Proceeds
form. This can be seen under ARM 42.25.1001(2) and (3) which
states that:

One operator shall be named as lease operator and be
responsible for filing the Net Proceeds form.

RULE II - DECLARATORY RULING PROCEDURE

COMMENT: Three individuals raised the concern that a failure to
request a declaratory ruling under this rule could be construed
as a failure to exhaust administrative remedies. Thus, barring
the taxpayer from any further remedies.

RESPONSE: This was never the intent of the department. The

department does acknowledge the concern. Therefore, the
following language has been added to Rule II:
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The fact that a person did not petition the Department for
declaratory ruling as to the applicability of a statute
and/or regulation to that person's activity or proposed
activity shall not be construed as a failure to exhaust
administrative remedies in any subsequent administrative or
judicial review, or litigation, between the Department and
the person involved over any particular item with respect
to net proceeds taxation.

COMMENT : One person asked if a declaratory ruling would be
applicable to other parties? Will these rulings be published,
and when must an application be filed in order to be applicable
to particular production year?

RESPONSE: Rule II makes reference to the statutory and regula-
tory provisions that apply to declaratory rulings. Declaratory
rulings as stated in 1.3.229 Administrative Rules of Montana are
binding between the agency and the petitioner based on the facts
presented. A ruling would be in effect as long as the facts
upon which the ruling was based remained unchanged, and any
ruling would affect only the petitioner. The department's rul-
ings must be filed with the Secretary of State for publication.
Declaratory rulings will generally be considered prospective and
will be related to the facts presented at that time,

RULE III - GROSS SALES PROCEEDS

COMMENT : Why will an operator/producer be penalized if he is
forced to furnish his own compression and treating facilities.

RESPONSE: When an operator furnishes his own compression and
treating, the natural gas value at the wellhead will be deter-
mined under a non-arm's-length or no contract situation. If the
gross sales proceeds under these circumstances are comparable to
the gross sales proceeds under other arm's-length contracts in
the field or area, the non-arm's-length or no contract gross
sales proceeds will be accepted for net proceeds purposes, If
the gross sales proceeds arxe not comparable or the sales of
arm's~length represents less than 50% of the wells in the field,
a different method will be used to determine gross sales pro-
ceeds. Under Rule III(d) the gross sales proceeds would be
based upon the first arm's-length sale less the delivery price
adjustments.

Both methods described above are not intended to penalize an
operator, but rather are to give every operator the opportunity ’
to base his gross sales proceeds upon a reasonable basis.

COMMENT: What or how do you handle it if the central facility
and processing plant are in fact one facility? You seem to feel
they must be separate facilities. Please explain the need for
separation of operations.
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RESPONSE: All delivery price adjustments, plant product price
adjustments or combinations of these will be allowed up to the
point of valuation. This holds true whether the operations are
performed at a combined facility or separate facilities.

COMMENT: Delivery price adjustments: In your definition, it
seems only new facilities can be amortized over ten years. Wwhy
can not a new purchase of an old facility be deducted over 5 or
10 years?

RESPONSE: Please see the discussion regarding acquisition
costs,

COMMENT: Change "field" in Rule III(2)(8) 1line 6:(c) 1line
6,(c) (ii) line 3, and perhaps other places to "area".

RESPONSE: The department views the word "field" as used in Rule
I1I, to a geographical area. Therefore, "field" isn't too
restrictive in the context in which it is ugsed. In addition,
the last paragraph of Rule III describes that other factors can
be used.

COMMENT : In many of the circumstances of which I am aware,
these "non-arms-length" contracts were specifically designed to
provide a price to the well owner equal to or greater than the
price which such well owner could have received had he been able
to obtain an arms-length contract with a non affiliated buyer.
The well owner should be able to use the "non-arms-length" price
under this circumstance.

RESPONSE : The department agrees that if "non-arms- length”
contracts where the wellhead is not the "point of sale”, provide
a price greater than the price the operator could have received
had he been able to obtain an arms-length contract, the "non-
arms-length" price will be used if the requirements in Rule
I1I(c) (11) and (ii) are met.

COMMENT: The situations which are not covered are where non-
arms~-length contracts are in effect for oil. Remarks were
received that requested additional language be added under Rule
III.

RESPONSE: The department agrees that additional language should
be added for non-arms-length oil transactions. Pleage see pro-
posed amendment to Rule III.

COMMENT : Too complicated and too long. Issue of valuation is
complicated and the new rules as proposed causes more confusion
and uncertainty than it clarifies. Department and industry
would be bound to a rule which at this time is unworkable.

RESPONSE: The valuation of natural gas is a complicated sub-

ject. This is largely due to the variety of selling
arrangements under which gas is sold, Therefore, any rules
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developed +to address this very complicated subject will also
have to be complicated. Hcwever, the fact that the rules are
long and complicated does not make them incorrect or inappropri-
ate. The department's objective is to provide a set of rules
that will cover as many of these selling arrangements as possi-
ble.

COMMENT: Two industry representatives stated that Plant Prod-
ucts Price BAdjustments should be allowed for residue (dry) gas
as they are for "liquids” and "other products"”,

RESPONSE: We have amended the rules to allow for the deduction
of processing costs against residue to the extent the processing
costs exceed the gross sales proceeds or the natural gas liguids
and other products.

COMMENT : Plant Product Price Adjustments and Delivery Price
Adjustments, reliant on operational and maintenance expenses,
lead to valuation beyond the wellhead, contrary to statute, and
may not reflect true market value.

RESPONSE: The use of Plant Product Price Adjustments and Deliv=
ery Price Adjustments are used only when there is a non-arm's-
length contract or no contract at the well and the first
arm's-length sale is at a point away from the well. By using
these adjustments, a wellhead price is determined and it will be
at this wellhead price that the tax will be based.

COMMENT : Four industry representatives requested clarification
as to how the Department of Revenue is going to consider "compa-
rable contracts", Also, once the department establishes a com-~
parable price will the operator be advised of how the comparison
was made and will he be able to rebut the price.

RESPONSE: The department feels that the wording used for the
comparing of contracts needs no further clarification. It is
clear as to the comparisons that will be made.

When the department uses a comparable contract basis for estab-
lishing price, usually during the audit process, the operator
will be advised of all comparisons used. He will have the
opportunity, through discussions with the Department of Revenue
and other administrative procedures, to provide evidence if he
ig in disagreement with how the price was calculated.

COMMENT: No provision is made for transportation costs associ-
ated with gas.

RESPONSE: The Plant Productz Price Adjustment and Delivery
Price Adjustment in allowing for the costs of construction of
the ‘"central facilities" and "processing plant" have taken into
account the transportation costs, All other sales occur at the
wellhead, and therefore transportation is not a factor in
marketing the gas.
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COMMENT: The regulations do not clarify that no Plant Process-—
ing Price Adjustment will be allowed when there is an arm's-
length transaction at the wellhead.

RESPONSE: Rule III{3) relates to processed natural gas. It
clarifies that there can be a separate sales contract for resi-
due, liquids and other products and/or processing contracts for
the same. In any arm's-length contract, gross sales proceeds
will equal the price received for all products, However, if a
processing contract/transaction is non-arm's-length, gross sales
proceeds will be calculated as outlined in Rule IITI (3} (c).

COMMENT: A definition of "unprocessed natural gas" and "pro-
cessed natural gas" would help in situations where gas is sold
at the wellhead on a percentage ¢ontract to a gas plant opera-
tor?

RESPONSE : The classification of ‘"processed" versus "unpro-
cessed" is irrelevant for a well-head sale. If gas is sold at
the wellhead the contract price reflected from an arm's-length
sale will be the gross sales and the rules so state.

COMMENT : When an arm's-length contract exists, +the price
received should be recognized as gross sales proceeds.

RESPONSE: In fact, the rules recognize an arm's-length contract
price for determinating gross sales proceeds.

COMMENT: On a natural gas contract, explain what the gross
sales price would be for partially compressed gas, but unrefined
from a liguids stripping standpoint whose dew point had not been
sufficiently lowered to gualify as pipeline quality when the
selling producer is the only comparable sale in the area,. This
is what is called partially processed gas.

RESPONSE : The question does not state whether a sale has actu-
ally taken place, only that the gas does not qualify as pipeline
quality as it is only partially processed. Since the department
is unable to angwer because of incomplete information, it is
recommended that the operator seek a declaratory ruling as out-
lined in Rule II.

COMMENT: We buy unprocessed low pressure gas on an arm's-length
basis at the wellhead and put it in a form suitable for resale
to Montana Power Company.

Since the gas we purchase is a long way from our central facili-
ties and the gas is low pressure, we install booster compressors
at various points in the gathering system so we can take the gas
at low suction pressures. Our contracts with third parties call
for the booster compression and the gathering system to be
installed at our expense but require the energy needed to get
the gas to our own central facilities (in particular the gas
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used by the booster compressors) to be supplied by the producer
at no cost to us.

May the third party producers deduct this gas so expended in
computing their gross sales for net proceeds and royalty purpos-
es? FPlease reference all laws statutes and proposed regulations
that support the reply given.

The only alternative third party producers would have to get
their gas into our system would be for them to put in their own
booster c¢ompressors at their cost and supply the gas for same,
In such cages the energy usage would clearly be deductible as
on-lease fuel gas.

RESPONSE: First, in relation to the valuation of royalties
thege regulations relate only to the Net Proceeds of Mines Tax
and cannot be used in valuing royalties as this is beyond the
scope of the department.

Secondly, based upon the information presented, no allowance for
fuel used in the booster compressors would be allowed, The
reasons for this are:

1. There is an arm's-length contract at the wellhead, There-
fore, gross sales proceeds will be accepted as contract price
received at the wellhead. (Rule III(2)(a) in the proposed regu-
lations and 15-23-602(2) (d), Montana Code Annotated)

2. Since the point of valuation is the wellhead, only on-site
expenses incurred up to that point will be allowable. As stated
in the comment, the booster compressors are placed along the
gathering lines which would be away from the site of the well,
ARM 42,25,1013, 42.25.1014 and 42.25,1017 of the proposed rules
and 15=-23-602(2) (e) (i), MCA state only on site, actual extrac-
tion costs are allowable. Also, in the Supreme Court decision
Pfizer v. Madison County, 161 Mont. 261, 505 P. 201, 399, the
court affirmed that only costs up to the point of valuation are
allowable deductions for Net Proceeds purposes. As the point of
valuation is at the wellhead in this case only deductions to
that point are allowable.

Since the booster compressors are beyond the point cf valuation,
these costs would not be allowed.

COMMENT : The department should adopt a definition of posted
price and amend Rule III incorporating a definition of posted
price.

' RESPONSE: The department agrees and the following definition
for posted price has been added.

(22) "Posted price" means the price paid for oil by purchasers

to producers in arm's-length contracts/transactions and
specified in publicly available price bulletins or other price
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notices. The price will be net of all adjustments for guality
(e.g. API gravity, sulfur content, etc.) and location for oil in
marketable condition, when applicable.

Rule III with respect to oil will now read:

(1) The gross sales from the sale ¢of oil and condensate
shall be equal to the total production s0ld times the
"posted price". If there 1is a non- arm's-length or no
contract for the sale of o0il or condensate the price
reported may not be less than the "posted price" for simi-
lar oil and condensate.

RULE 1V - NECESSITY OF PROOF

COMMENT: Rule IV is invalid. This rule is adding additional
record keeping expense to the operator.

RESPONSE : For any expenses claimed as deductions on the net
proceeds returns, the operator must maintain the necessary
records to support the deductions. This rule hasn't changed or
added to that requirement.

COMMENT: Why adopt rules now? The department should wait for
the 1989 legislature because the project has become too big and
involved,

RESPONSE: At the outset of this rule making process the primary
objective was to provide clarity to the net proceeds regula-
tions, and to have stated as clearly and concisely as possible
how the net proceeds should be filed. This has been accom-
plished.

To delay the adoption of these would not serve to resolve the
disagreements regarding the rules.

Finally, there were several comments made regarding how and why
the department conducts audits. A review of the paper presented
on September 11, 1987 to the Revenue Oversight Committee enti-
tled Auditing in the Department of Revenue will answer many of
the guestions raised.

Morm
JOHN . LaFAVER, Director
De tment of Revenue

Certified to the Secretary of State 5/16/88.
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BEFORE THE DEPARTMENT OF SOCIAL

AND REHABILITATION SERVICES OF THE
STATE OF MONTAN2Z

In the matter of the amend- ) NOTICE OF THE AMENDMENT OF
ment of Rules 46,8.102, ) RULES 46.8.102, 46,8.104
46.8.104 and 46.8.105 ) AND 46.8.105 PERTAINING TO
pertaining to individual ) INDIVIDUAL HABILITATION
habilitation plans for ) PLANS FOR DEVELOPMENTALLY
developmentally disabled ) DISABLED PERSONS
persons )

TO: All Interested Persons

1. On April 14, 1988, the Department of Social and
Rehabilitation Services published notice of the proposed
amendment of Rules 46.8.102, 46.B8.104 and 46.8.105 pertaining
to individual habilitation plans for developmentally disabled
persons at page 695 of the 1988 Montana Administrative Regis-
ter, issue number 7.

2, The Department has amended Rule 46.8.104 as pro-
posed.

3. The Department has amended the following rules as
proposed with the following changes:

46.8,102 DEFINITIONS For purposes of this chapter, the
following definitions apply:

Subsections (1) through (15) remain as proposed.

(l6) "HOME BASED SERVICES" MEAN SERVICES PROVIDED TO
CHILDREN WHO LIVE IN FOSTER HOMES OR NATURAL HOMES.

Subsections (16) through (26) remain as proposed but will
be renumbered as (17) through (27).

AUTH: Sec. 53-20-204 MCA; AUTH Extension, Sec., 1, Ch.
426, L. 1987, Eff. 10/1/87; Sec. 113, Ch. 609, L. 1987, Eff,
10/1/87

IMP: Sec. 53-20-203, 53-20~204 and 53-20-205 MCA

46.8.105 TINDIVIDUAL HABILITATION PLANS (1) An--indivi-
duai-habiliieakion--pian-ts-a-writtan——plan-ef-intervenkion-and
aetion--developed-by-an-interdiasciplinary-—team-of—-persens-en
the-basts--sf-a--skili-assessment--and--determination--of~-the
status-—-and--needs-—of-a-~okient- An IHP must be developed
and maintained by an IHP team for each individual who is a
recipient of state funded developmental disabilities servicess
EXCEPT FOR HOME BASED SERVICES, The individual habilitation
plan (IHP) ensureg that the provision of services will be
systematic and that émkewventiems-awre training is designed to
enhance the development of the-el4ent persons receiving devel-
opmental disabilities services.

42} Each eiiemt person receiving state funded develop-
mental disabilities services EXCEPT FOR HOME BASED SERVICES is
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entitled to am & single, comprehensive individual habilitation
plan (IHP).

Subsections (2} through (4) remain as proposed.

445 —-Advisery—-membera—-ef-she—-individuai--habiiitation
planning-team-may--inetudes——Ein-onder--to-heotd-an-FHP-meetingy
cach-person-tisted-in-subscetiony--{33{aj-through-{3}{g}-above
who-ts-a--member-—-cf-ehe-team--must-be--present-at-the-meering
untess-unable-teo-attend-

fa}--any-famity-member-or-retakiver-and

tb} -~ psvehologises,- -medicat -personnei-and--other —consui-
tantss

Subsections (5) through (14) (d) remain as proposed.

(e} further appeal may be made to the director of the
departmenty of social and rehsbilitation services, whose-deesi-
sten—-shaii--be-fimals WHO WILL, IN CONSULTATION WITH THE
DIRECTOR OF THE DEPARTMENT CF FAMILY SERVICES, MAKE THE FINAL
DECISION,

Subsections (14) (f) through (15} remain as proposed.

AUTH: Sec, 53-20-204 MCA; AUTH Extension, Sec. 113, Ch.
609, L. 1987, Eff. 10/1/87
IMP: Sec. 53-20-203 MCA

4. The Department has thoroughly considered all commen-
tary received:

COMMENT: A staff person commented that the proposed IHP rule
includes home-based providers who may not be able to comply
with the IHP requirements,

RESPONSE: Wording has been inserted to define and create an
exception for home based services in regards to IHP require-
ments. A rule will be promulgated in the future which will
deal specifically with home based services.

COMMENT: The requirement that each IHP team member be present
at the meeting unless unable to attend contradicts itself.

RESPONSE: The Department agrees and the contradictory wording
has been deleted.

COMMENT: In the interest of a dual agency review process, the
Department of Family Services' Director should be consulted
before the 5RS Director make the final decision.

RESPONSE: The Department agrees and appropriate wording has
been added.

COMMENT: The subsections of ARM 46.8.105 were misnumbered in
the first notice.

Montana Administrative Register 10-5/26/88



~-1009-

RESPONSE: The Department agrees, but deletion of ARM 46.8,105
{5) has corrected the numbering,.

4%_‘__
Director, ial and Rehabilita-

tion Services

Certified to the Secretary of State ﬂéj‘ / 4 , 1988.
e
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VOLUME NO. 42 OPINION NO. 80

CITIES AND TOWNS - Authority to contract with entities
to provide fire protection outside city limits;

FIRE DISTRICTS - When constitute a "taxing unit" under
Title 15, chapter 10, MCA;

TAXATION AND REVENUE - Application of property tax
limitations in Title 15, chapter 10, part 4, MCA, to new
taxing units;

MONTANA CODE ANNOTATED - Title 15, chapter 10, part 4;
sections 1-2=-101, 2-17-112, 7-5-4301, 7-33-2101,
7-33-2104, 7-33-2105, 7-33-2107, 7-33-2109, 7-33-4201,
15-10-402, 15-10-412;

OPINIONS OF THE ATTORNEY GENERAL - 42 Op. Att'y Gen,
No. 21 (1987), 42 Op. Att'y Gen., No. 73 (1988).

HELD: 1. A rural fire district that is operated by a
board of trustees is a "taxing unit" under
Title 15, chapter 10, part 4, MCA.

2. The creation of a new taxing unit is not a
"transfer of property into a taxing unit"
under section 15-10-412, MCA,.

3, The taxes levied on property in one taxing
unit have no effect under Title 15,
chapter 10, part 4, MCA, on the amount that
may be levied by another taxing unit in which
the same property is located.

4, A taxing unit created after 1986 is not
subject to the tax limitations in Title 15,
chapter 10, part 4, MCA.

5. A c¢ity may contract with entities to provide

fire protection services outside the city
limits.

4 May 1988

Representative Bob Marks

State House of Representatives
302 Lump Gulch

Clancy MT 59634

Dear Representative Marks:

You requested an opinion concerning several questions
pertaining to fire districts:
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1. May a fire district created wunder
Title 7, chapter 33, part 21, levy taxes
to fund the district operations in light
of Title 15, chapter 10, part 4, MCA?

a. Iz a fire district a "taxing unit”
under Title 15, chapter 10, part 4,
MCA?

b. Does the creation of a new taxing

unit entail "transfer of property
into a taxing unit" under section
15-10~-412, MCA?

c. How do the taxes paid to a fire
district affect the amount of taxes
that could be collected by the
county or another taxing unit in
which the property is located?

da. If the fire district may levy taxes,
is there any freeze applicable to
taxes levied by that district since
it did not exist in 19867

2, May the City of Billings, through a
contract  between the city and a
corporation, homeowners' association, or
other entity, provide direct fire
protection to areas outside of the city
limits?

Title 7, chapter 33, part 21, MCA, authorizes the
creation of rural fire districts in unincorporated
areas, and their funding by the levy of an annual
district-wide property tax. §§ 7-33-~2101, 7-33~-2109,
MCA., VYour first set of questions addresses the effect
of recent legislation limiting property taxes on rural
fire districts.

Initiative No. 105 (I-105) and chapter 654, 1987 Mont.
Laws, are codified in Title 15, chapter 10, part 4, MCA,
entitled "Limitation on Property Taxes." Those
provisions generally limit the amount of property taxes
which may be agsessed upon individual taxpayers to the
1986 tax year level. See 42 Op. Att'y Gen. No. 21
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(1987) . Although there are specifié¢ exceptions to the
property tax limitations, fire districts are not listed
among them. § 15-10-412(8), MCA.

Section 7-33-2109, MCA, authorizes a property tax to be
levied upon all property in the rural fire district.
Since this tax levy is based on the value of the
properties taxed, and benefits the entire fire district,
it is the kind of tax that is subject to the limitations
in Title 15, chapter 10, part 4, MCA. See 42 QOp. Att'y
Gen. No. 21 (1987) and 42 Op. Att'y Gen, No. 73 (1988),
which discuss the distinction between assessments or
user fees, which are not subject to the property tax
limitation, and ad valorem property taxes levied to
benefit the taxing jurisdiction as a whole.

You have asked if a rural fire district is a "taxing
unit” within the meaning of section 15-10-412, MCA,
which uses the term throughout. For example, subsection
(2) provides: "The limitation on the amount of taxes
levied is interpreted to mean that the actual tax
liability for an individual property is capped at the
dollar amount due in each taxing unit for the 1986 tax
year." .

"Taxing unit" is defined in section 15-1-101(2), MCA,
for all tax purposes:

The phrase .., "taxing unit" shall be deemed
to include a county, city, incorporated town,
township, school district ... or any person,

persons, or organized body authorized by law
to establish tax levies for the purpose of
raising public revenue. [Emphasis added.]

A rural fire district is established by the board of
county commissioners of the county in which the district
is located. § 7-~33-2101, MCA. The board of county
commissioners may either operate the fire district
itself or appoint a board of trustees to operate the
district. § 7-33-2104, MCA. When a board of trustees
has been appointed, its duties include preparing the
district's budget and determining the tax levy, which is
collected by the county. §§ 7-33-2105, 7-33-2109, MCA.
Clearly a rural fire district is a "taxing unit" when it
is operated by a board of trustees. Howevey, when a
rural fire district is operated by the county
commissioners, the applicability of the texm "taxing
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unit" is less clear. Where the county commissioners and
not the fire district itself establish the tax levy for
the district, the definition of "taxing unit" does not
encompass the fire district. A "taxing unit" entails an

entity that establishes its own tax levy. In this
situation, the board of c¢ounty commissioners and not the
fire district has this role. Thus, a fire district

operated by the county and not by a board of trustees is
not a "taxing unit."” A rural fire district operated by
a board of trustees, however, is a "taxing unit" within
the meaning of section 15-10-412, MCA.

Your next question is whether the creation of a new
taxing unit entails "transfer of property into a taxing
unit" under section 15-~10-412, MCA. I conclude that it
does not. Section 15-10~412, MCA, provides that the
limitation on property taxes to 1986 levels does not
preclude an increase in total taxable valuation of a
taxing unit or in actual tax liability on individual

property as a result of, inter alia, "transfer of
property into a taxing unit.® § 15-10-412(3) (c),
(4) (b), MCaA. The rules of statutory construction

require that the language of the statute be given their
plain and ordinary meaning. Rierson v. State, 188 Mont,
522, 614 P.2d 1020, 1023, on rehearing, 622 P.2d 195
(1980) . Transfer of property into a taxing unit
presumes the existence of a unit into which property may
be transferred. Since the rural fire district is newly
created, there is no transfer of property into it at the
time of its creation.

Your next question is whether taxes levied by a rural
fire district created after 1986 affect the amount of
taxes that may be levied by another taxing unit in which
the same property is located. The provisions limiting
property taxes focus on taxing units or jurisdictions;
they limit the amount of taxes which may be assessed on
property in  each taxing unit or jurisdiction.
§§ 15-10-402, 15-10-412(2), MCA. A property may be
included in several taxing units or jurisdictions, and
the amount taxed by one taxing unit or jurisdiction has
no legal effect on an amount taxed by another.

Your next question is whether a rural fire district
created after 1986 is subject to the limitations on
property taxes, since it has no 1986 level to which it
may limit its levy. I conclude that such district,
egtablished as a taxing unit, is not subject to the
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property tax limitations. Those provisions specifically
limit the property tax levies to 1986 amounts. There is
no provision for new taxing units to limit their levies
to their first year of existence, or to 1986 amounts
levied by another taxing unit. I cannot construe such a
limitation on new taxing units where the Legislature has
not done so. See § 1-2-101, MCA.

Your last question is whether the City of Billings,
through a contract between the city and a corporation,
homeowners' association, or other entity, can provide
direct fire protection to areas outside the city limits.

The statutes that regulate fire protection in the State
of Montana are found in Title 7, chapter 33, MCA,.
Section 7-33-4201, MCA, sets forth the general authority
of a city council to establish a fire department and to
prescribe its duties. The city's ability to enter into
agreements in furtherance of this power is established
in section 7-5-4301, MCA. There is no specific
provision concerning the authority of a municipality to
contract to provide fire protection outside its
boundaries. However, several statutory sections imply
that such contracts may be entered into by a city.

Section 2-17-112, MCA, provides that the State may
contract with local fire services and make payments to
local governments for fire services provided to state
agencies. Rural fire districts are given specific
authority to contract with city councils for the
extension of fire protection service by the city, and
may agree to pay a reasonable consideration therefor.
§§ 7-33-2104, 7-33-2107, MCA. Implementation of these
statutes would necessarily involve local governments
contracting to provide extraterritorial fire protection.
The city's authority to contract with entities outside
its boundaries is implicit because it is essential in
order to execute the power actually conferred in the
above~mentioned statutes, See 2A Sutherland, Statutory
Construction § 55.03 (1973).

The Montana Supreme Court has held that a city may enter
into contracts to provide services beyond its
boundaries. City of Billings v. Public Service
Commission of Montana, 38 St. Rptr. 1162, 1173, 631 P.2d
1295, 1307 (1981); Crawford v. City of Billings, 130
Mont. 158, 163, 297 P.2d 292, 295 (1956). Courts in
other jurisdictions have specifically addressed
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furnishing firefighting services outside municipal
boundaries, In Pueblo v. Flanders, 225 P.2d 832 (Colo.
1950), and Miller v. City of St. Joseph (Mo. Ct. App.
1972), the authority of a city to provide fire
protection outside city limits was upheld as within the
interest of the publie's health, safety, and welfare.

Thus, I conclude that a city may enter into contracts to
provide fire protection outside the boundaries of the
city.

THEREFORE, IT IS MY OPINION:

1. A rural fire district that is operated by a
board of trustees is a "taxing unit" wunder
Title 15, chapter 10, part 4, MCA,

2. The creation of a new taxing unit is not a
"transfer of property into a taxing unit”
under section 15-10-412, MCA.

3. The taxes levied on property in one taxing
unit have no effect under Title 15,
chapter 10, part 4, MCA, on the amount that
may be levied by another taxing unit in which
the same property is located.

4, A taxing unit created after 1986 is not
subject to the tax limitations in Title 15,
chapter 10, part 4, MCA.

5. A city may contract with entities to provide
fire protection services outside the city
limits.

vefy truly yqgurs,
L]

MIKE GREELY
Attorney General
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VOLUME NO. 42 OPINION NO. 81

CITIES AND TOWNS - Whether statutes allowing local
governments to contract with private parties to builg,
maintain, or operate Jjails conflict with statutes
requlating indebtedness, contracts, provision of djail
facilities, or interlocal agreements of local
governments;

COUNTIES -~ Whether statutes allowing local governments
to contract with private parties to build, maintain, or
operate jails and permitting multi-county jails conflict
with  statutes regulating indebtedness, contracts,
provision of jail facilities, or interlocal agreements
of local governments;

CORRECTIONAL FACILITIES - Whether statutes allowing
local governments to contract with private parties to
build, maintain, or operate Jjails and permitting
multi-county jails conflict with statutes regulating
indebtedness, contracts, provision of jail facilities,
or interlocal agreements of local governments;

MONTANA CODE ANNOTATED -~ Title 7, chapter 5, part 23;
7-5-2101, 7-5-2306, 7-5-2307, 7-11-104, 7-32-2201 to
7-32-2234, 7-32-4201 to 7-32-4203;

OPINIONS OF THE ATTORNEY GENERAL - 42 Op. Att'y Gen. No,
70 (1988), 42 Op. Att'y Gen. No., 13 (1987), 39 Op. Att'y
Gen. No, 37 (1981), 38 Op. Att'y Gen. No. 101 (1980), 38
Op. Att'y Gen. No, 75 (1980), 37 Op. Att'y Gen. No., 152
(1978) .

HELD: Chapter 447, 1985 Mont. Laws, does not
directly conflict with Montana statutes
regulating the indebtedness, contracts, jail
facilities, or interlocal agreements of local
governments. However, chapter 447 is subject
to the various applicable limitations
contained in those statutes.
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6 May 1988

Patrick L, Paul

Cascade County Attorney
Cascade County Courthouse
Great Falls MT 59401

Deay Mr. Paul:
You have requested an opinion concerning:

Whether the act allowing counties to contract
with private parties for the building,
maintenance, and operation of jails (1985
Mont. Laws, c¢h. 447) conflicts with any
statutes regulating indebtedness, contracts,
jail facilities, or interlocal agreements
entered into by local governments.

Chapter 447, 1985 Mont., Laws, created four new statutes
and revised fifteen others. Part of its purpose was
stated in the first section:

It is the purpose of 7-32-2231 through
7-32-2234 to allow regional or single-county
jails to be built by private industry and
leased back to the participating county or
counties for operation by the county,
collectively by participating counties, or by
a private entity with the concurrence of the
sheriff or sheriffs involved.

§ 7-32-2231, MCA, To further this purpose, new statutes
were written which detailed the requirements for jail
contracts between counties and private parties
(§ 7-32-2232, MCA), set forth the procedures for
counties to follow in regquesting and selecting bid
proposals (§ 7-32-2233, MCA), and enumerated the powers
of jail administrators and private-party Jailers
(§ 7-32-2234, MCA), Amendments to existing statutes
allowed counties to act in common to provide jail
facilities, either public or private (§ 7-32-2201(2),
MCA), and to maintain and operate, as well as build,
such jails (§§ 7-32-2204 to 2207, MCA).

Section 7-32-2201, MCA, regquires counties to provide
jail facilities. BAs I noted recently (42 Op. Att'y Gen.

10-5/26/88 Montana Administrative Register



-1018-

No. 70, (1988)), municipalities are not required to
provide jail facilities, but do have the power to
incarcerate offenders. Chapter 447, 1985 Mont, Laws,
made several revisions to existing statutes so that the
counties' responsibility to provide jail facilities
could be carried out consistently with the goal of
allowing counties to enter into agreements under which
private parties would build, maintain, or operate jails
(1985 Mont. Laws, ch. 447, §§ 10 to 19). I find that
chapter 447, 1985 Mont. Laws, is not in conflict with
either county or municipal powers or duties regarding
jail facilities (§§ 7-32-2201 +to 2234, 7-32-4201 to
4203, MCA).

With regard to interlocal agreements, section 7-11-104,
MCA, allows local governments to contract with each
other to perform jointly any undertaking which they are
authorized by law to perform individually., (See 39 Op.
Att'y Gen. No. 37 at 147 (1981), 38 Op. Att'y Gen. No.
7% at 261 (1980).) I find nothing in chapter 447
concerning the counties' responsibilities to provide
jail facilities, nor in sections 7-32-4201 and
7-32-4203, MCA, concerning the powers of municipalities
with regard to jails, that 1is inconsistent with

interlocal agreement statutes. Therefore, interlocal
agreements regarding Jjail services may be used where
authorized by law. 0f course, the relevant provisions

of an interlocal agreement should be disclosed to a
private party who has contracted to operate a jail.

The statutes regulating county contracts are contained
in Title 7, chapter 5, part 23, MCA, County
commissioners have general authority to enter into
contracts (s 7-5-2101, MCA) as well as specific
authority +o enter into installment purchase contracts
(§ 7-5-2306, MCA) and rental-purchase contracts
(§ 7-5-~2307, MCA). Although no special amendments to
these county contracting statutes were included in
chapter 447, 1985 Mont. Laws, I see no conflicts between
the statutes authorizing private parties to build,
maintain, or operate jails (§§ 7-32-2231 to 2233,
7-7-22Q1, 7-7-2203, MCA), and those statutes authorizing
counties to enter various types of contracts
(§§ 7-5-2101, 7-5-2306, 7-5-2307, MCA). While there is
no basic conflict among these statutes, the specific
statutory conditions of each type of contract must be
met, (See 37 Op. Att'y Gen. No. 152 at 627 (1978), 38
Op. Att'y Gen. No. 101 at 349 (1980).)
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Your final question asks whether there is any conflict
between chapter 447, authorizing private parties to
build, maintain, or operate jails, and the statutes
which regulate the amount of indebtedness which local
governments may incur. Chapter 447 made specific
changes to the bonded indebtedness statutes (§§ 5, 6) to
allow for the funding of multi-county jail facilities
for use by counties other than those in which the
facilities are located. I find this lanqguage limiting
the purposes for which general obligation bonds may be
issued to in-county projects to have been properly
amended for multi-county jails by chapter 447, sections
5 and 6. The other language in the statutes limiting
county indebtedness (concerning total amounts, purposes,
ete., cf. 42 Op. Att'y Gen. No. 13 (1987)) does not
create any direct conflict with chapter 447. While
these limitations must be observed where applicable,
they do not constitute a direct conflict that would
render chapter 447 a nullity.

THEREFORE, IT IS MY OPINION:

Chapter 447, 1985 Mont. Laws, does not directly
conflict with Montana statutes regulating the
indebtedness, contracts, jail facilities, or
interlocal agreements of local governments.
However, chapter 447 is subject to the various
applicable limitations contained in those statutes.

t{uly yours,

IKE GREELY
Attorney General
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VOLUME NO, 42 OPINION NO. 82

CITIES AND TOWNS - Authority to accelerate future
installments of special assessments;

CITIES AND TOWNS - Procedure to obtain tax deed prior to
1987;

CITIES AND TOWNS - Reguirement to continue funding SID
fund from revolving fund and to continue levying city-
wide property tax until SID bonds are discharged;
COUNTIES - Tax collection for city taxes;

DEEDS =~ Procedure for a city to obtain a tax deed prior
to 1987;

SPECIAL IMPROVEMENT DISTRICTS - Authority of city to
accelerate future installments of special assessments;
SPECIAL IMPROVEMENT DISTRICTS - Requirement of city to
continue funding SID fund from revolving fund and to
continue levying city-wide property tax until SID bonds
are discharged;

MONTANA CCDE ANNOTATED - Sections 1-2-101, 7-12-4181 to
7=-12-4183, 7-12-4201, 7-12-4202, 7=-12~4205, 7-12-4206,
7-12-4221 to 7=-12-4224, 15-17-303, 15-17-304 (1985);
OPINIONS OF THE ATTORNEY GENERAL - 41 Op. Att'y Gen.
No. 77 (1986).

HELD: 1, When a city has established a revolving fund
to secure payments on SID bonds, and when an
SID fund dces not have sufficient amounts to
make payments on its bonds, the city must
continue to make loans from the revolving fund
to the SID fund, and must continue to levy the
property tax in accordance with section
7-12-4222, MCA, until the obligations on all
bonds and warrants in the SID are discharged.

2, A city whose taxes are collected by the county
has statutory authority to accelerate future
installments of special assessments when one
installment becomes delinguent. -

3, Prior to 1987 a city could not obtain a valid
tax deed on property it received through a tax
sale until the outstanding and delinguent
assessments on the property were paid and
discharged.
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10 May 1988

Eric F. Kaplan

Deputy City Attorney

P.0O. Box 329

Columbia Falls MT 59912

Dear Mr, Kaplan:

You have requested my opinion on the following questions
concerning the city's special improvement districts:

1. Tf the city cannot pay the outstanding
principal on SID bonds on or before their
maturity date, for how long a period of
time will the city be required to levy
the tax reguired by section 7-12-4222,
Mca?

2, If money borrowed from the revolving fund
cannot be repaid by the SID fund due to
the delinguencies on payments of
assessments, can the c¢ity forgive or
write off those loans?

3. Does the city of Columbia Falls have
statutory authority to accelerate future
installments of special assessments when
one installment becomes delinguent?

4, Is the city required to recover
outstanding and delinquent SID taxes on
property it received through a tax sale
and which it proposes to sell to a third
party?

Your questions arise from a situation that is becoming
increasingly common in this state: Subdividers, unable
to market lots after a special improvement district
(SID) has been created and SID assessments imposed,
default on the payments of those assessments.

In 1980 the City of Columbia Falls created Special
Improvement District No. 28 (SID 28) and subsequently
sold bonds to finance the district's improvements. The
maturity date of the bonds is 2001, A major portion of
the SID is owned by a developer who, being unable to
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sell the lots, has defaulted on payment of the
assessments, The failure to pay the assessments has
resulted in a deficiency in the SID bond fund to such an
extent that the city has been unable to make all the
semi-annual interest and principal payments on the bonds
and anticipates being unable to redeem them on or before
the maturity date. The city established a special
improvement district revolving fund and, in order to
restore the deficiencies in the §8ID fund, has been
levying a tax on the entire city under section
7-12-4222, MCA. However, even with the revenue from the
revolving fund, the city is unable to meet its interest
and principal payments on the bonds.

The complexity of your questions requires some
explanation of the statutes governing SID bonds.
Section 7-12-4201, MCA, authorizes the city to issue
bonds to pay the cost of improvements in a special
improvement district. The proceeds from the sale of the
bonds are placed in a special improvement district fund
used to pay the costs of the improvements. § 7~12-4205,
MCA. The bonds are repaid with proceeds of assessments
levied on property in the special improvement district,
§ 7-12-4206, MCA, and a lien is created on behalf of the
bondholders on the assessed properties in the district,
§7-12-4202, MCA. The c¢ity may establish a revolving
fund to assure prompt payment of bond interest and
principal. § 7-12-4221, MCA. (In 1981, when the bonds
in gquestion were sold, the city was required to create a
revolving fund, under section 7-12-4221, MCA, prior to
its 1983 amendment.) The revolving fund is funded by
loans from the city's general fund and by a tax on all
taxable city property in an amount which would bring the
balance in the revolving fund to no greater than
5 percent of the principal of the outstanding SID bonds
and warrants. § 7-12-4222, MCA. 1In the event there is
insufficient money in the SID fund to pay the interest
and principal on the bonds, the revolving fund 1loans
money to the SID fund for such payments. § 7-12-4223,
MCA. Whenever the SID fund borrows money from the
revolving fund, a lien arises on behalf of the revolving
fund against all unpaid assessments in the SID and all
money coming inteo the SID fund. § 7-12-4224, MCA.

With respect to SID 28, Celumbia Falls established by
resolution an SID fund. The resolution sets forth in
detail the purposes of the SID, the bonds to be issued,
and the manner of assessments and the c¢ollection
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thereof. The resolution further provides that the
assessments are a lien upon the properties assessed and
that any tax deed issued will not eliminate subsequent

assessments on the property. A revolving fund was
established by ordinance in 1953 to be used for all city
SID's and is still in existence. The ordinance

authorizes the city to levy a city-wide property tax and
to borrow from the general fund. It provides that the
city may borrow money from the revolving fund for any
SIp fund by resolution. The resolution pertaining to
SID 28 incorporates the revolving fund. The resolution
contains no provisions should default on payment of the
bonds occur.

Your first guestion concerns the obligation of the city
to continue levying the city-wide property tax for the
revolving fund to pay interest and principal on SID 28
bonds when it anticipates that the bonds will not be
redeemed by their maturity date. Section
7-12-4222(1) {(b) , MCA, requires the city to levy a city-
wide property tax in an amount necessary to meet the
financial requirements of the revolving fund--but only
up to an amount that would bring the balance of the
revolving fund to 5 percent of the outstanding SID bonds
and warrants secured thereby. Section 7-12-4221, MCA,
provides:

Nothing herein shall authorize or permit the
elimination of a revolving fund until all
bonds and warrants secured thereby and
interest thereon have been fully paid and
discharged.

This language is clear and unambiguous and thus speaks
for itself. Blake v. State, 44 St. Rptr. 580, 735 P.2d
262, 265 (1987). Consequently, until all the SID honds
have been paid and discharged, Columbia Falls must
continue to supply the SID fund with money from the
revolving fund and must continue to levy the city-wide
property tax to fund the revolving fund. Because the
city anticipates being unable to redeem all the bonds by
their maturity date, it could conceivably be required to
impose the annual city-wide tax indefinitely because the
interest and principal on these bonds might never be
fully paid.

Columbia Falls anticipates being unable to retire the
bonds at any time in the foreseeable future, for various
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reasons including recent decline in marketability of the
delinquent properties in SID 28, The Legislature has
a0t provided authority for the city to terminate the
loans from the revolving fund to the SID on this basis.
I cannot construe such authority where the Legislature
has failed to act. See § 1-2-101, MCA. I therefore
conclude that the city is required to continue loaning
money from the revolving fund to the SID fund and to
continue levying the city-wide property tax for the
revolving funé for those loans, until such time that the
obligation on SID bonds has been discharged,

As 1 stated earlier, the revolving fund locans money to
the S1ID fund for payment on the bonds, and it has a lien
on all unpajd assessments and other money coming into
the SID fund. §§ 7-12-4223, 7-12-4224, MCA. The
revolving fund's only security is that lien. Hansen v.
City of Havre, 112 Mont. 207, 114 P.2d 1053, 1056
(1941). In providing for +the establishment of a
revolving fund and its operation with respect to
deficient SID funds, the Legislature placed upon the
city a limited obligation with respect to SID debts to
bondholders. In Stanley v. Jeffries, 86 Mont, 114, 284
P. 134, 138-39% (1929), the Court discussed the enactment
of the provision authorizing the establishment of an SID
revolving fund stating that the effect of the enactment
would give bondholders greater security for payment on
the Dbonds, The Court further observed that the
enactment "modified the SID law to impose upon the
general public, within the municipality, a conditional
obligation to pay a small portion of the cost of
erecting the public improvement, whereas it might have,
lawfully, imposed a much greater burden on the
municipality." 1Id.

It is well settled that SID bonds and assessments are
not general obligations of the c¢ity but are secured by
the properties assessed in the district. Hansen v.
Havre, 114 P.2d at 1057; Guffin v. Opinion Pub. Co., 114
Mont. 502, 138 P.2d 580, 588 (1943); State ex rel. Truax
v, Tewn ¢f Lima, 121 Ment. 152, 193 P.2d 1008, 1010
(1948). Any loss due to uncollectible assessments or
other deficiencies must fall on the bondholder and not
the city. Guffin, 138 P.2d at 588, Section 7-12=-4222,
MCA, provides an additional, albeit limited, security on
the bonds, and when the bond obligations are finally
discharged, the revolving fund must be reimbursed by any
remaining moneys in the SID fund.
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In summary, until such time as the obligations on all
bonds and warrants in the SID are discharged, the
revolving fund must continue to loan money to the SID
fund whenever deficiencies require such loans, and the
city must continue to impose the property tax in
accordance with section 7-12-4222, MCA.

This opinion does not address avenues of resolving the
city's inability to redeem the SID bonds because any
agreements with the bondholders concerning such
resolutions would involve particular facts and
negotiations between the city and the bondholders,

Your next gquestion is whether the city can forgive or
write off unrepayable loans made by the revolving fund
to the SID fund. This guestion concerns a city's
individual accounting practices and is therefore
inappropriate for an Attorney General's Opinion.

Your third gquestion is whether Columbia Falls may
accelerate future installments of assessments on parcels
of land whose installments are delinguent. I conclude
that Title 7, chapter 12, MCA, authorizes the city to do
50. Columbia Falls' assessments are collected by the
county, thus the collections are governed by section
7-12-4181, MCA. However, sections 7-12-4182(1) and
7-12-4183(1), MCA, which govern collection of taxes by
the city, are also relevant.

Section 7-12-4181, MCA, does not address the authority
of the city with respect to collection of taxes and
acceleration of future installments of assessments.
Such  authority is however provided in sections
7-12-4182(2) and 7~12-4183(2), MCA. Those subsections
contain identical language which states in pertinent
part:

When the payment of an installment of a
special assessment becomes delinguent, all
payments of subsequent installments may, at
the option of the city or town council and
upon adoption of the appropriate resolutions,
become delinquent.

This language is unambiguous and requires no
construction. Blake v. State, 735 P.2d at 265. The
city's authority to accelerate under sections
7-12-4182(2) and 7-12-4183(2), MCA, is not conditioned
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upon its method of collecting taxes, Thus, although the
authority is not included in section 7-12-4181, MCA, I
conclude that the Legislature intended that authority to
exist irrespective of the method of collection,

Your last question concerns the duty of the city to
recover and discharge outstanding and delinquent SID
assessments on property it received from the county
through a tax sale and which it proposes to sell to a
third party. Your concern focuses on the ability of the
city, under the statutes in effect prior to 1987, to
obtain a valid tax deed to the property in the following
manner: The SID assessments on the property became
delingquent and the city certified the delinquencies to
the county, which in turn unsuccessfully attempted to
sell the property at a tax sale. The property was then
struck off to the county which assigned it to the city
upon the city's payment to the county of all delingquent
taxes including the SID assessments. In order to obtain
the money to pay the delinquencies on the property, the
city borrowed money from another SID fund because the
5ID fund connected to the property was deficient. The
county returned to the city the SID assessments the city
had paid to obtain the assignment of the property. The
city placed this reimbursement into the SID fund from
which it had been borrowed. The effect of this
transaction was that the delinguent SID assessments on
the property assigned to the city were not paid and
discharged.

The property in question was assigned to the city by the
county under former section 15=17-303, MCA. Under that
statute, to obtain the assignment the city was required
to pay the county the total amount of outstanding taxes
due, including city SID assessments. See 41 Op. Att'y
Gen. No. 77 (1986). Upon the county's return of the
amount of the city assessments to the city, the city was
expected to remit that amount into the SID fund to
credit the assessments due on the property when assigned
to the city; the city was further obligated to discharge
any SID assessment which became due between the date of
agsignment and such remittance (§ 15-17-304, MCA
(1985)). Thus, prior to 1987, the city, as assignee,
was required to pay the delinguent and outstanding SID
assessments, together with all associated interest and
penalties on the assigned property in order to obtain a
valid tax deed.
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THEREFORE, IT IS MY OPINION:

1. When a city has established a revolving fund
to secure payments on SID bonds, and when an
SID fund does not have sufficient amounts to
make payments on 1its bonds, the city must
continue to make loans from the revolving fund
to the SID fund, and must continue to levy the
property tax in accordance with section
7=12-4222, MCA, until the obligations on all
bonds and warrants in the SID are discharged.

2, A city whose taxes are collected by the county
has statutory authority to accelerate future
installments of special assessments when one
installment becomes delinguent,

3. Prior to 1987 a city could not obtain a valid
tax deed on property it received through a tax
sale until the outstanding and delinguent
assessments on the property were paid and
discharged.

Verygftruly yours,
L]

MIKE GREELY
Attorney General
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VOLUME NO. 42 OPINION NO. 83

CRIMINAL LAW AND PROCEDURE - Definition of "explosives"
in statute prohibiting unlawful +transactions with
children;

FIRE MARSHAL - Definition of "explosives" in Uniform
Fire Code applied to statute prohibiting unlawful
transactions with children;

JUVENILES -~ Definition of "explosives" 1in statute
prohibiting unlawful transactions with children;
ADMINISTRATIVE RULES OF MONTANA - Section 23.7.111(1)
MONTANA CODE ANNOTATED - Sections 1-2-107, 7-33-4205
7-33-4206, 45-5-623(1) (a), 45-8-332(2), 45-8-344,
50-3-102(3), 50-37-103(2).

H
'

HELD: The term "explosives” in section
45-5-623(1) (a), MCA, does not include small
arms ammunition or fireworks permitted to ke
sold to the public under section 50-37-1041(1),
Mca.

10 May 1988

Ray E. Blehm Jr.

State Fire Marshal

Room 371, Scott Hart Building
303 North Roberts

Helena MT 59620-1417

Dear Mr., Blehm:

You have asked my opinion on the following question:
Does the term "explosives" in section
45-5-623(1) (a), MCA, include small arms
ammunition or fireworks?

Section 45-5-623(1) (a), MCA, provides:

A person commits the offense of unlawful
transactions with children if he knowingly ...
sells or gives explosives to a child under the

age of majority except as authorized under
appropriate city ordinances.
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The term "explosives" is not defined for the special
purposes of this statute. The Montana Criminal Code
does not contain a generally applicable definition in
section 45-2-101, MCA. However, a definition of
"explosive" is found in section 45-8-332(2), MCA, which
is helpful in answering your question., In the absence
of a clear legislative expression of contrary intention,
this definition is applicable to the term "explosives"
in section 45-5-623, MCA. See § 1-2-107, MCA.

Section 45-8-332(2), MCA, states that "explosive," as
used in the Montana Criminal Code's chapter on offenses
against public order, means any explosive defined in
rules adopted by the state fire marshal pursuant to
section 50-3-102(3), MCA. Section 50-3-102(3), McCa,
provides that the state fire marshal "shall adopt rules
based on naticnally recognized standards necessary for
safeguarding life and property from the hazards
assoclated with the manufacture, transportation,
storage, sale, and use of explosive materials."
Pursuant to his rulemaking authority, the state fire
marshal, through the Department of Justice, has adopted
and incorporated by reference the Uniform Fire Code,
International Conference of Building Officials (1985
ed.) See § 23.7.111(1), ARM, eff, March 28, 1986,

Section 9,107 of the Uniform Fire Code defines
"explosive" as follows:

EXPLOSIVE is any chemical compound or
mechanical mixture that is commonly used or
intended for the purpose of producing an
explosion, that contains any oxidizing and
combustible units or other ingredients in such
proportions, gquantities, or packing, that an
ignition by fire, by friction, by concussion,
by percussion or by detonator of any part of
the compound or mixture may cause such a
sudden generation of highly heated gases that
the resultant gaseous pressures are capable of
producing destructive effects on contiguous
objects or of destroying life and limb,

I note that this definition 1is identical, in all
substantial respects, to the definition of "explosives"
in section 61-1-506, MCA, concerning highway safety (see
§ 61-9-413, MCA), and the definition of "explosives" in
former section 50-38-101(3), MCa,
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In determining whether small arms ammunition or
fireworks should be viewed as "explosives" for purposes
of section 45-5-623(1)(a), MCA, I am guided by certain
provisions in Article 77 of the Uniform Fire Code, which
applies to the manufacture, possession, storage, sale,
transportation, and use of explosives. Sections
77.102(a) (3) and 77.102(a) (4) of the Code provide that
nothing in Article 77 shall be construed as applying to
the "sale, possession or use of fireworks" or to the
"possession, transportation, and use of small arms
ammunition." Although both fireworks and small arms
ammunition contain small amounts of explosive materials,
neither is considered an explosive for purposes of the
regulatory provisions of Article 77 of the Uniform Fire
Code.

I therefore conclude that neither small arms ammunition
nor permissible fireworks, as those terms are defined in
the Uniform Fire Code and Montana statutes, comes within
the meaning of "explosives" as that term is used in
section 45-5-623(1) (a), MCA.

This conclusion is supported by my review of the
background of section 45-5-623(1)(a), MCA, and is
consistent with the apparent intention of the
Legislature. See § 1-2-102, MCA.

Section 45-5-623, MCA, is a partial recodification of a
number of statutes on unlawful transactions with
children and was enacted by the Legislature as part of
the Montana Criminal Code of 1973, Subsection (1) (a)
was taken from section 69-1902, R.C.M, 1947, which
stated in pertinent part:

It shall be unlawful to sell, give away, or
otherwise dispose of, or deliver to any person
under eighteen (18) years of age any
explosives, whether said person is acting for
himself or for any other person.

Section 69-1902, R.C.M. 1947, was retained by the 1973
Legislature and was eventually recodified as section
50-38-302, MCA. As part of the statutory law regarding
explosives, this section was subject to the other
provisions of Title 50, chapter 38, including section
50-38-105(2), MCA, which stated that the chapter's
provisions did not apply +to small quantities of
explosives (not exceeding five pounds at any one time)
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or to persons carrying ammunition in reasonable amounts.
Chapter 38 of Title 50 was repealed in its entirety by
the Legislature in 1985 (section 3, chapter 187, 1985
Mont. Laws); however, prior to repeal the Legislature
apparently intended to exempt small arms ammunition and
small amounts of explosive materials, such as those
contained in lawful fireworks, from the provisions of
these former statutes, including the statute from which
section 45-5-623(1) (a), MCA, was derived,

I also note that the sale of fireworks is regulated by
separate provisions in both the Montana statutes and the
Uniform Fire Code. Tit. 50, e¢h. 37, MCA; Art. 78,
Uniform Fire Code (1985). While section 50-37-103(2)
MCA, makes it unlawful for an individual under the age
of 18 to possess for sale, sell, or offer for sale
permissible fireworks, it does not forbid the sale of
such fireworks to persons under the age of majority. If
the Legislature had intended to restrict the sale of
fireworks to persons who have attained a certain age, it
would have expressly provided for such a restriction in
chapter 37 of Title 50, ©Nor is any such age restriction
found in Article 78 of the Uniform Fire Code.

Another indication of legislative intent to treat
fireworks and explosives differently. is found in
sections 7-33-4205 and 7-33-4206, MCA, which provide
separate grants of authority for a city or town council
to regulate these two kinds of fire-causing materials,
If the Legislature considered fireworks to be
"explosives,” it would not have needed to grant
additional authority, in section 7-33-4206, MCA, to the
municipal council to regulate the sale and use of
fireworks.

Courts in other jurisdictions have held that the
commonly accepted meaning of "explosives" does not
include ordinary fireworks which are lawfully available

for sale to the public. See, e.g., People v,
Santorelli, 408 N.Y.S,2d 893 (N.Y. Sup. Ct, 1978);:
Henderson v. Massachusetts Bonding & Insurance Co., 84

S.W.2d 922 (Mo. 1935). while the annctation compiler's
comments to section 45-5-623, MCA, suggest that the
Legislature may have intended to include fireworks
within the coverage of subsgection (1) (a), MCA, I have
found no further indication of such intent in my review
of both present and former statutes regulating this
area.
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with respect tc snall arms ammurition, you correctly
point out that & contrary construction cf section
45-5-623(1) (a), MCA, would result in apparent conflict
with more specific statutes which regulate the use of
firearms, particularly for hunting. Section 45-§-344,
MCA, permits a child under the age of 14 to carry and
use a loaded firearm in certain supervised situations
and by implication allows a child over the age of 14 to
possess 8 loaded firearm without the direct supervision
of an adult. Provisions in part 5 of Title B7, chapter
2, MCA, allow persons who are 12 years of age or older
to obtain various game animal licenses which entitle the
helder to hunt, shoot, and kill game animals. Selling
or giving small arms ammunition to persons under the age
of majority is implicitly and necessarily authorized by
these statutes, and it would be inconsistent to construe
the term "explosives" in section 45-5-623(1) (a), MCA, in
a manner that would turn such sales or gifts into
unauthorized transactions with children.

You have directed my attention to certain hazardous
materials regulations of the United States Department of
Transportation. These regulations classify both common
fireworks and small arms ammunition as Class C
Explosives and set forth specifications for shipping
containers used in the transportation of explosives and
other dangerous articles. 49 C.F.R. §§ 173.50 +to
173.114. While I c¢an understand that the federal
government would view substantial quantities of common
fireworks and small arms ammunition as minimum~hazard
explosives for purposes of regulating their
transportatien, I am not persuaded that this
classification should apply to section 45-5-623(1) (a),
MCA, I note that the federal code chapter on explosive
materials does not apply to small arms ammunition and
its components. 18 U,.5.C. § 845(a) (4). Although the
definition of “explosives" in 18 U.S.C. § 841(d) has
been held to include certain illegal and highly powerful
fireworks (see, e.g., United States v. Womack, 654 F.2d
1034 (5th Cir. 1981), cert. denied, 454 U.5. 1156
(1982), the federal definition in Title 18 i=s
substantially broader than the Uniform Fire Code's
definition of "explosive" and, in any event, does not
appear to include permissible "common fireworks," as
defined in section 50-37-105, MCA, which may be lawfully
sold to the public pursuant to section 50-37-104, MCA,

Montana Administrative Register 10~5/26/88



-1033-

It is certainly possible, of course, that fireworks
which do not meet the definition of ‘"permissible
fireworks" under section 50-37-105, MCA, could come
within the purview of section 45-5-623(1) (a), MCA. My
holding is therefore confined to those €ireworks which
may be lawfully sold at retail in accordance with
section 50-37-104{(1), MCA,

Finally, I again call your attention to the specific
authority of cities and towns to regulate both
explosives and fireworks, §§ 7-33-4205, 7-33-4206, MCA.
Section 45-5-623(1) (a)}, MCA, acknowledges this authority
by expressly permitting a city to enact an ordinance
excepting certain transactions from the scope of the
statute. I do not find any indication of legislative
intent to extend this ordinance-making authority to
counties.

THEREFORE, IT IS MY OPINION:

The term "explosives" in section 45-5-623(1) (a),
MCA, does not include small arms ammunition or
fireworks permitted to be so0ld to the public under
section 50-37-104 (1), MCa,.

MIKE GREEL
Attorney Genera

10-5/26/88 Montana Administrative Register



~1034~

NOTICE OF FUNCTIONS OF ADMINISTRATIVE CODE COMMITTEE

The Administrative Code Committee reviews all proposals for
adoption of new rules or amendment or repeal of existing rules
filed with the Secretary of State. Proposals of the Department
of Revenue are reviewed only in regard to the procedural
requirements of the Montana Administrative Procedure Act. The
Committee has the authority to make recommendations to an agency
regarding the adoption, amendment, or repeal of a rule or to
request that the agency prepare a statement of the estimated
economic impact of a proposal. In addition, the Committee may
poll the members of the Legislature to determine if a proposed
rule is consistent with the intent of the Legislature or, during
a legislative session, introduce a bill repealing a rule, or
directing an agency to adopt or amend a rule, or a Jolnt
Resolution recommending that an agency adopt or amend a rule.

The Committee welcomes comments from the public and invites
members of the public to appear before it or to send it written
statements iIn order to bring to the Committee's attention any
difficulties with the existing or proposed rules. The address

is Room 138, Montana State Capitol, Helena, Montana 59620.
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HOW TO USE THE ADMINISTRATIVE RULES OF MONTANA AND THE

Definitions:

MONTANA ADMINISTRATIVE REGISTER

Administrative Rules of Montana (ARM) is a
TodseTeal  compliation by department of all
rules of state departments and attached boards
presently in effect, except rules adopted up to
three months previously.

Montana Administrative Register (MAR) is a soft
back, bound publication, issued twice-monthly,
containing notices of rules proposed by
agencies, notices of rules adopted by agencies,
and interpretations of statutes and rules by
the attorney general (Attorney General's
Opinions) and agencies (Declaratory Rulings)
issued since publication of the preceding
register,

Use of the Administrative Rules of Montana (ARM):

Known
Subject
Matter

Statute
Number and
Department

1. Consult ARM topical index.
Update the rule by checking the
accumulative table and the table of
contents in the last Montana Administrative
Register issued.

2. Go to cross reference table at end of each
title which list MCA section numberz and
corresponding ARM rule numbers.
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ACCUMULATIVE TABLE

The Administrative Rules of Montana (ARM) is a compilation of
existing permanent rules of those executive agencies which
have been designated by the Montana Procedure Act for
inclusion in the ARM. The ARM is updated through December
31, 1987. This table includes those rules adopted during the
period December 31, 1987 through March 31, 1988 and any
proposed rule action that is pending during the past 6 month
period. (A notice of adoption must be publiszhed within 6
months of the published notice of the proposed rule.) This
table does not, however, include the contents of this issue
of the Montana Administrative Register (MAR).

To be current on proposed and adopted rulemaking, it is
necessary to check the ARM updated through December 31, 1987,
this table and the table of contents of this issue of the
MAR.

This table indicates the department name, title number, rule
numbers in ascending order, catchphrase or the subject matter
of the rule and the page number at which the action is
published in the 1987 or 1988 Montana Administrative Register.

ADMINISTRATION, Department of, Title 2

I-v and other rules - Use of State's
Telecommunications Systems and Facilities, -
Approval of Installations, Modifications or
Removal of Telecommunications Systems - Use of
Systems, p. 1229, 2086

2.5.201 and other rules - Purchasing - Definitions -
Department Responsibilities - Delegation of
Purchasing Authority - Competitive Sealed Bids
and Proposals =~ Small Purchases of Supplies and
Services, p. 799, 2144

2.5.201 and other rules - Contracting for Supplies and
Services, p. 1151, 1961

2.21.605 and other rules - Holidays for State Employees,
p. 1848, 23869

2.21.804 and other rules - Sick Leave Fund, p. 733, 1202

2.21.810 and other rule - Sick Leave Fund - Structure of
Fund - Eligibility to Receive Grants, p. 1, 472

2.21.1301 and other rules -~ Sexual Harassment Prevention,
p. 446

2.21.6706 and other rules - Employee Incentive Award
Program, p. 505, 1337

{Public Employees' Retirement Board)

I-I11I and other rules - Salary and Service Credits for
Retirement Systems -« Qualifying Out-of-state
Service in PERS - Purchasing Military Service in
the Sheriffs' Retirement System - Granting Full
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Service Credit for Temporary Service Reductions,
p. 617, 1338
{(Teachers' Retirement Board)

I-1X and other rules = Teachers' Retirement System,
p. 1600, 2233
2.44.517 Formula for Determining Contributions Due on

Termination Pay, p. 2277, 473

(State Tax Appeal Board)

2.51.307 and other rule - Appeals from Real and Personal
Property Tax Appraisals - oOrders of the Board -
Decision by the Board, p. 154, 474

(Workers' Compensation Judge)

2.52.310 and other rule - Procedural Rules - Time and
Place of Trial - Appeals, p. 1149, 1618

AGRICULTURE, Department of, Title 4

I Assessment of Fees for Financial Consulting and
Debt Mediation, p. 803, 1342

I-II and other rules - Produce Wholesalers = Itinerant
Merchants - Establishing Bond Equivalents,
p- 622, 1341

I-II Emergency Rule - Creating a Quarantine to Prevent

the Entry of varroa Mite Infested Honeybees inte
Montana, p. 1963

I-VIT Administration of the Honey Bee Program, p. 1855

I-XI Administration of the Alfalfa Leaf-cutting Bee
Program, p. 1232, 1965

4.4.302 and other rules - Administration of Claims
Against State Hail Insurance, p. 1861, 267

4.5.110 and other rules - Regulation of Noxious Weed
Seeds and Seed Merchandising Licenses, p. 1859,
268

4.12.18086 Collection of Fees for Produce Inspections,
p. 805, 1340

STATE AUDITOR, Title 6

I-1V Group Coordination of Benefits, p. 940, 1371,
1766

I-VII Independent Liability Funds, p. 1864, 2372

I-1X Periodic Payment of Quarterly Premium Taxes,
p. 1868, 2373

I-X Health Maintenance Organizations, p. 1238, 1770

6.6.1502 and other rules - Crop Hail Insurance Rate

Filings, p. 631

COMMERCE, Department of, Title 8

{Board of Architects)

8.6.413 Fee Schedule, p. 2213, 166

{Board of Barbers)

8.10.1006 Procedure Upon Completion, p. 627, 1205
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(Board of Chiropractors)
8.12.603 Examinations, p. 2122, 44

8.12.606 and other rule - Renewals - Continuing Education
~ Inactive Status, p. 808, 1343

8.12.607 and other rules - Unprofessional Conduct -~ Code
of Ethics - Disciplinary Actions - Independent
Medical Evaluations - Consultations, p. 2215, 3,
475

(Board of Cosmetology)

8.14.601 and other rules =~ Scheols = Instructors -
Applications - Examinations - Electrology -
Sanitary Standards - Salons - Licenses, p. 2278,
4, 704

(State Electrical Board)

8.18.402 and other rules - Applications -~ Fees -

Examinations - Continuing Education, p. 5, 567
(Board of Horse Racing)

8.22.502 and other rules - Licenses Issued for
Conducting Parimutuel Wagering on Horse Racing -
General Provisions - General Requirements -

General Rules - Definition of Conduct Detrimental
to the Best Interests of Racing, p. 217, 569, 709

8.22.1804 Twin Trifecta, p. 739, 1619

(Board of Landscape Architects)

8.24.405 and other rule - Examinations - Renewals,
p. 2124, 1867

8.24.405 Examinations, p. 785

8.24.409 Fee Schedule, p. 9

{Board of Medical Examiners)

I-VII Licensing, Conduct and Fees for Nutritionists,
p. 453, 823

8.28.420 Fee Schedule, p. 2127, 45, 385

{Board of Morticians)

I and other rules - Transfer or Sale of Mortuary
License = Board Meetings and Fee Schedule,
p. 1251, 2088

(Board of Nursing)

I and other rules - Verification of License to
Another State = Application for Recognition -
Certificate of Nurse-Midwifery - Renewals,

p. 1253, 1620

(Board of Nursing Home Administrators)

8.34.403 and other rules =~ Board Meetings = Public
Information - Examinations - Continuing Education
- Fee Schedule - Reinstatement, p. 223, 1206

8.34.414 Examinations, p. 2129, 710

(Board of Occupational Therapists)

8.35.407 Fees, p. 633

{Board of Optometrists)

8.36.406 General Practice Requirements, p. 551

8.36.409 and other rules - Fee Schedule - Therapeutic
Pharmaceutical Agents, p. 1718, 2234
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8.39.101

8.39.401

(Board of
8.40.404

(Board of
8.42.403
(Board of
8.48.1105
(Board of
8.50.423

{Board of
8.52,401

(Board of
I~XVI

8.58.411
8.58.411
8.58.415A
{Board of
8.61.402

(Building
8.70.101

8.70.1401
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outfitters)
and other rules - Outfitters and Professicnal
QGuides, p. 553
and other rules - Board Organization - Procedural
Rules =~ ©Public Participation =~ Outfitters
Standards and Requirements, p. 1870, 46

Pharmacy)
and other rule - Examination Fee - Rescheduling
of Dangerous Drugs, p. 2294, 271

Physical Therapy Examiners)
Fees, p. 2220, 168

Professional Engineers and Land Surveyors)
Fee Schedule, p. 810, 1555

Private Security Patrolmen and Investigators)

and other rules - Definitions - Temporary
Employment Without Identification Card - Resident
Manager and Qualifying Agents - Identification
Pocket Card - Insurance Requirements ~
Termination of Business - Fee Schedule -~
Assessment, p. 629, 1779
Psychologists)

and other rules - Psychology - Applications -
Examination - Reciprocity - Licensing - Fees -
Standards - Unprofessional Conduct - Ethical

Practice, p. 2296, 570

Realty Regulation)
Licensure of Timeshare Brokers and Salespersons -
Registration of Timeshare Offerings, p. 332,
887
Fee Schedule, p. 1256, 1607, 2089
Fee Schedule - Late Renewals, p. 1720, 2236
Continuing Education, p. 634, 1780

Social Work Examiners and Professional Counselors)
and other 1rules - Licensure Reguirements -
Applications - Hours, Credits and Carry Over -
Noncompliance - Fees, p. 1721, 169

Codes Bureau)
and other rules - Incorporation by Reference of
Building Codes =+~ Extent of Local Programs -
Plumbing Fixtures - Permits - Standards -~ Fees -
Recreational Vehicles, p. 1725, 2237
Application for Fireworks Wholesaler Permit,
p. 1735, 171

(Passenger Tramway Advisory Council)

8.72.101

and other rules - Tramway Rules - ANSI Standards,
1159, 1621

(Milk Control Bureau)

8.79.301

Licensee Assessments, p. 338, 712

(Financial Bureau)

8.80.501

{Board of
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Application for Satellite Terminal Authorization,
p. 1527, 1968

Milk Control)
Notice of Public Hearing for a Statewide Pooling
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Arrangement With a Quota Plan as a Method of
Payment of Milk Producer Prices, p. 1737, 481,
713

Class I Price Formula, p. 846

Class I Price Formula, p. 849

Transportation of Class I Bulk Milk Between
Plants, p. 851

Emergency Amendment - Pricing Rules - Class I
Price Formula, p. 2238, 48

Pricing Rules - Class I Price Formula, p. 2318

(State Banking Board)

I

8.87.203

Emergency Rule - Chartering of State Banks
Without Notice, p. 1065
and other rule - Application Procedure for a

Certificate of Authorization  for a State
Chartered Bank - State Bank Organized for Purpose
of Assuming Deposit Liability of Any Closed Bank,
p. 1529, 1970

(Local Government Assistance Division)

I

8.94.101

Administration of the 1987 Federal Community
Development Block Grant (CDBG) Program, p. 357,
1207

administration of the 1988 Federal Community
Development Block Grant Program (CDBG), p. 635
Minimum Contents of Local Subdivision Regulations
Adopted Under the Montana Subdivision and
Platting Act, p. 1742, 50

{Montana Economic Development Board)

8.97.402

8.97.406
8.97.409

8.97.802

and other rules - Criteria for Determining
Eligibility =- Bonds and Notes of Board - Loan
Loss Reserve Account for the Instate Investment
Fund - Application and Financing Fees, Costs and
Other Charges - Taxable Revenue Bond Program -
Terms, Interest Rates, Fees and Charges -
Application Procedure to Become a "Certifjed"
Montana Capital Company - Application Procedure
to Become a "Qualified" Montana Capital Company,
p. 636, 1070

Economic Development Linked Deposit Program,
p. 405, 1210

Loan Participation - Working Capital, p. 1609,
2145
and other rules - Definitions - BApplications -

Tax Credits, p. 1874, 2241

(Hard-Rock Mining Impact Board)
8.104.203Aa Definitions, p. 1161, 1781
{Aeronautics Division)

8.106.602

Liability Insurance Requirements, p. 812, 1344

{Montana Health Facility Authority)

8.120.206

Fees, p. 2327, 272

(Montana Science and Technology Development Board)

8.122.101

and other rules - Investments by the Board,
p. 2018, 494
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{Video Gaming Control Bureau)

I-ITX

I-VIII

and other rule - Emergency Rules - Licensing
Video Gaming Machines, p. 1067

and other rules - Licenses and Software
specifications for video Gaming Machines - Policy
- Definitions - Application for License -~
Licensee Qualificationg - Denial - Judicial
Review - Quarterly Reporting Requirements -
Record Retention Requirements - General
Specifications for Machines - Software
$pecifications - Restrictions -  Prohibited
Machines -~ Possession of Unlicensed Machines -
Location « Approval by Department - Repairing
Machines - Inspection and Seizure -

Transportation - Registration of Manufacturers,
Suppliers or Distributors, p. 1258, 1972

(Montana State Lottery Commission)

8.127.610
8.127.1201

License Renewal Fee, p. 2330, 274
Prizes, p. 1279, 51

EDUCATION, Title 10

{Superintendent of Public¢ Instruction)

I-III
I-IV

I-IX

10.6.101
10.43.101

Special BEducation Transportation, p., 1003, 1383
Definitions and Tuition Rates for Special
Education, p. 221, 714

Establishment of Clearing Accounts for Use in
School Districts, p. 1745, 2375

and other rules - School Controversies, p. 2331
and other rules - Operation of Postsecondary
Vocational-Technical Centers, p. 1743, 2377

(Board of Public Education)

I
I

10.57.301
10.57.601

10.58.101
10.65.201

10.66.104

10-5/26/88

Student Assessment, p. 340

Student Transportation for the Montana School for
the Deaf and Blind, p. 1372, 2146

and other rule - Endorsement Information - Class
3 Administrative Certificate, p. 2131, 52

and other rules - Request to Suspend or Revoke a
Teacher or Specialist Certificate: Preliminary
Action - Notice and Opportunity for Hearing Upon
Determination that Substantial Reason Exists to
Suspend or Revoke Teacher or Specialist
Certificate - Hearing in Contested Cases - After
Hearing by Member of Board/Hearing Examiner/Board
of Public Education =- Appeal from Denial of a
Teacher or Specialist Certificate -
Considerations Governing Acceptance of Appeal -
Hearing on Appeal, p. 515, 1211

Advisory Group, p. 11, 637

and other rule - Policy Statement on Kindergarten
Accreditation and Schedule Variances - local
District Participation, p. 639

Fees for GED Test Battery, p. 637
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(Montana State Library Commission)

10.101.101 and other rules - Montana Library Services
Advisory Council - Library Services and
Construction Act (LSCA) Grants, p. 302, 1622

10.101.203 and other rules - Organizational and Procedural
Rules -~ General Policy and Public Library
Development, p. 283, 741, 1624

FAMILY SERVICES, Department of, Title 11

I-11 and other rule - Recovery of Foster Care or Day
Care Overpayments, p. 457, 825

I-IIT Designation of Loc¢al Services Areas and Local
Youth Services Advisory Councils, p. 1382, 1784

I-VITI Confidentiality of Case Records Containing
Reports of Child Abuse and Neglect, p. 949, 1980,
2378

I-VIIiI Temporary Rules - Youth Placement Committees,
p. 1163, 1556

I-VIIT Youth Placement Committees, p. 1169, 1625

I-XIII Procedures for Rulemaking - Declaratory Rulings -
Contested Case Hearings, p. 1374, 1782, 2378

T-XXVI Licensing Regquirements foxr Youth Detention

Facilities, p. 2037, 2379

11.5.407 and other rule - Defining Supplemental Payment
Eligibility Based on Living Arrangement - Setting
Standards for Supplemental Payments, p. 642

11.6.104 Eligibility Requirements for Adoptive
Applicants, p. 644

11.7.3086 and other rules - Requests for Fair Hearings,
p. 854

11.7.501 Foster Care Review Committees, p. 1879

11.12.101 and other rule -~ Substitute Care Placement

Budgets, p. 2133, 172
11.12.104 Youth Care Facility Licensing Criteria, p. 646
11.14.102 Defining Group Facilities Established Chiefly for
Educational Purposes, p. 342
46.5.922 Child bay Care Centers, p. 1175

FISH, WILDLIFE AND PARKS, Department of, Title 12

I Prerequisites for Special Elk Permit, p. 225, 879

I-v Administration of the Pheasant Enhancement
Program, p. 16, 720

I-VI Guidelines for the Sale of Excess Fish Eggs,

19, 497, 575

I-VII Establishing Procedures for Wildlife Habitat
Acquisition, p. 13, 880

I-VIII Rules Regulating Fishing Contests, p. 959, 1627

12.3.101 and other rules - Licenses and License Agents,
p. 227, 716

12.6.201 ang other rules - Field Trial Regulations, p. 28,
49
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12.6.701
12.6.703
12.6.901

12.6.901

12.6.901

12.6.1406

12.8.202

12.8.504

-1043-

Personal Flotation Devices and Life Preservers,
p. 308, 1072

Limit the Requirements For Fire Extinguishers on
Small Motorboats and Vessels, p. 363, 1073
Establishing a No Wwake Speed on Portions of
Harrison Lake, p. 242, 1557

Prohibiting Motor or Engine Operated Vessels on
the Bighorn River from Afterbay Dam to the
Bighorn Access Area, p. 244, 1480

Water Safety Regulations -~ Closing Crystal Lake
in Fergus County to Motor-Propelled Water Craft
and to Establish a No-Wake Speed Limit on
Portions of Lake Kookanusa on Cripple Horse Bay,
p. 955, 2242

Allowing for the Sale of the Progeny of Raptors
Under Certain Conditions, p. 344, 718

and other rules - Public Use Regulations for
Department's Designated Recreation Areas, p. 21,
498

Cultural Resource Coordinator, p. 29, 499

HEALTH AND ENVIRONMENTAL SCIENCES, Department of, Title 16

I

I-XII

I-XLIX

16.6.301

16.8.701

16.8.820

16.8.937

16.20.603

16.29.101

10-5/26/88

Licensing and Certification of Hospitals -
Hospital Protocols for Organ Procurement,
p. 1384, 1786

Procedures for Administration of the WIC
Supplemental Food Program, p. 346

and other rules - Control Measures to Prevent the
Spread of Communicable Diseases, p. 816, 964,
2147

and other rules - Records and Statistics - Birth
Certificates ~ Marriage Applications ~ Death and
Fetal Death Certificates, p. 997, 1481

and other rules -~ Air Qualilty - Definitions of
PM-10 - PM-10 Emissions and Total Suspended
Particulate - High-Volume Measurement Method for
Lead - Ambient Alir Quality Standards for PM-10 -
Significant Emission Rates for PM-10 - Ambient
Alr Increments for Total Suspended Particulate,
p. 463, 826

Alr Quality Standards for Sulfur Dioxide, p. 742,
815, 1482

and other rules - Alr Quality Models - Fuel
Burning Eguipment - New Source Performance
Standards -~ Emission Standards for Hazardous Air
Pollutants - Lewls & Clark County Clean Air

Ordinance, p. 2135, 500

and other rules - Surface Water Quality Standards
- Classification of Surface Waters in the State,
p. 631

and other rules - Dead Human Bodies - Embalming
and Transporting Dead Human Bodies, p. 648
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16.32.101

16.32.501
16.35.102

16.44.102

16.44.303

~1044-

and other rules - Review of Certificates of Need
for Health Care Facilities, p. 641, 1074, 725
Reportable Tumors, p. 358, 726

and other rules - End-stage Renal Disease -
Application Procedures - Benefit Periods -~ Non-
financial Eligibility Requirements - Eligible
Services and Supplies - Non-eligible Services -~
Conditions on Paying Claims, p. 1387, 1790

and other rules - Hazardous Waste Management -
Federal Regulatory Changes Pertaining to Closure
and Post-closure Requirements - Access to Public
Records - Transfer Facilities - Commercial
Transfer Facilities Holding Hazardous Wastes for
Ten Days or Less, p. 1881, 53

and other rules - Hazardous Wastes - Definition
of Hazardous Wastes - Requirements for Recyclable
Materials - Reclassification as a Boiler -
Regulation of Certain Recycling Activities -
Information Statement Pertaining to ARM Title 16,
Chapter 10, Regarding the Availability of
Information, p. 459

HIGHWAYS, Department of, Title 18

I

I
I

Certifying Drivers of Special Vehicle
Combinations, p. 31, 386

Special Vehicle Combinations, p. 747, 1484
Display of Monthly or Quarterly GVW Fee Recelpts,
p. 1000, 1483

INSTITUTIONS, Department of, Title 20

20.2.201
20.3,202

20.3.401

Contested Cases, General Authority, p. 2341, 387
and other rules - Certification and Evaluation of
Alcohol Programs, p. 1906, 2383

Certification of Chemical Dependency Counselor,
Costs of Re-examination, p. 156, 576

JUSTICE, Department of, Title 23

I-11
I-XIX
23.3.118
23.3.133
23.3.301

23.4.101

Exemption from the Seatbelt Use Act, p. 2058, 173
Implementation of the Victims Compensation Act by
the Crime Victims Unit and Division of Crime
Control, p. 1391, 1793

and other rule - Vision Tests - Vision Standards
for Driver Licenses, p. 1002, 1611, 503

and other rules - Licensing of Commercial Motor
Vehicle Operators, p. 139%9, 62

and other rules - Highway Patrol Qualifications
and Procedures, p. 1748, 72

and other rules - Alcohol Analysis, p. 2138, 275
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LABOR AND INDUSTRY, Department of, Title 24

I-VIII
24.9.214

24.12.204

24.16.9007

New Horizons Program, p. 1005, 1486

and other rules - Procedures for Contested Case
Hearings, p. 669

Establishing Qualifications of Daycare Providers
for the New Horizons Program, p. 33, 388

Annual Adoption of Prevailing Rate of Wages,
p. 1177, 1633

(Human Rights Commission)

24.9.210
24.9.214
24.9.1107
(Workers'
I

I

I

I

I

I

1

I-11
I-1Vv

Notice of Hearing and Petition for Declaratory
Ruling - In the Matter of Application of the
Missoula Community Hospital, as to Whether it May
Employ Only Males as Orderlies, p. 2060

and other rules - Procedures for Investigation
and Conciliation of Complaints Filed with the
Commission - Pre-hearing Procedures, p. 431, 1088
and other rules - Procedures for Contested
Case Hearings, p. 669

Age Discrimination in Housing, p. 1094

Compensation Division)

Temporary Rule - Impairment Rating Panel, p. 660,
1084

Temporary Rule - Distribution of Benefits from
the Uninsured Employers Fund, p. 662, 1083
Distribution of Benefits from the Uninsured
Employers Fund, p. 1532, 1991

Impairment Rating Dispute Procedure, p. 1534,
1985

Security Deposits of Plan Number Two Insurers,
p. 1549, 1992

Time TLimits for Administrative Review and
Contested Case Hearings, p. 668, 1212

Rates for Hospital Services, p. 1918, 2388
Temporary Rules - Rehabilitation, p. 664, 1086
Rehabjlitation, p. 1536, 1988

24.29.702A and other rules - Self-Insurers, p. 1549, 1920,

2385

STATE LANDS, Department of, Title 26

I

10-5/26/88

and other rules - Federal Farm Compliance Program
- Fee Schedule - Definitions - Rental Rates -
Lease and License Reports and Renewal -
Assignments - Subleasing ~ Pasturing Agreements -
Cancellation of Lease or License - Mortgages and
Pledges, p. 1281, 73

and other rule - Remining Under the Montana Strip
and Underground Mine Reclamation Act, p. 2063
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LIEUTENANT GOVERNOR, Title 30

{Statehood Centennial Office)

30.3.102 and other rule = Cchanging of Royalties for
Exclusive Licenses - Fees for Project Licenses,
p. 2222

LIVESTQOCK, Department of, Title 32

I Establishment of a State Meat and Poultry
Inspection Program, p. 2342, 390
32.3.104 Subject Diseases or Conditions, p. 1293, 83

32.3.216 Equine Quarantine Stations, p. 1288, 84

32.3.219 Protecting Montana Swine Industry Against
Importation of Disease, p. 1291, 1994

32.3.220 Importation of Bovine Semen, p. 2345, 389

32.3.401 and other rules =~ Clarifying Authority for
Control of Brucellosis - Affected Herd Owner
Rights and Obligations, p. 1295, 85

32.3.1203 and other rules - Updating Rabies Procedures,
p. 1930, 86

NATURAL RESOURCES AND CONSERVATION, Department of, Title 36

(Board of Natural Resources and Conservation)

I-~XXII Procedures and Policy for the Reclamation and
Development Grants Program, p. 2347, 727

36.12.101 and other rules =~ Definitions - Forms -
Application and Special Fees - Issuance of

Interim Permits, p. 857, 1560

36.15.216 Minimum Standards for Granting a Permit for the
Establishment or Alteration of an Artificial
Obstruction or Nonconforming Use in a Designated
Floodway, p. 691

36.16.101 and other rules - Policy and Purpose of Rules -

Definitions -~ Forms - Applications - General -
Application Content - Analysis of Need -
Determination of Amount - Management Plans -
Processing Applications and Monitoring
Reservations - Department Responsibilities -
Action on Applications and Monitoring
Reservations - Board Responsibilities - Action on
Applications - Board Decision Criteria -
Individual Users - Fees and Costs =~ Applications
in Missouri River Basin, p. 787

36.20.101 and other rules - Weather Modification

Regulation, p. 863, 1561

(Board of Water Well Contractors)

36.21.415 and other rules - Fee Schedule - Monitoring Well
Constructor Licenses, p. 1180, 1635

(Board of 0il and Gas Conservation)

36.22.501 and other rule - Location Limitations ~ Plugging
and Abandonment Procedures of Seismic Shot Holes,
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p. 520, 1095

PUBLIC SERVICE REGULATION, Department of, Title 38

I

I-IV
38.3.704
38.5.1801

38.5.2502

Allowing All Motor Carriers Registered with the
Montana Public Service Commission to Purchase a
Temporary Vehicle Trip Permit in Lieu of a
Vehicle Identification Stamp, p. 2224, 276
Ratemaking Treatment of Contribution in Aid of
Construction, p. 2356, 731

and other rule - Filing by Motor Carriers of
Proof of Insurance, p. 874, 1345
and other rules - Prohibiting the Nonessential

Use of Natural Gas for Qutdoor Lighting, p. 1616,
2161

Responsibility for the Expense of Maintaining
Water Utility Service Pipes from the Water Main
to the Consumer's Property Line, p. 1614, 2162

REVENUE, Department of, Title 42

I

I

HHH  HH

H

10-5/26/88

Partial Payment of Taxes =~ Rules on Waiver of
Penalty and Interest, p. 565, 882

Clarification of Exception to Tax Levy Limit for
the Property Assessment Division, p. 2071, 396
Motor Fuel Tax - Cardtrol Compliance and
Administration, p. 1008, 1565

Exempt Retirement Limitation, p. 1186, 1801
Income Tax Deduction for Household and Dependent
Care Expenses, p. 1188, 1642

Capital Gain Exclusion, p. 1190, 1640

10% Income Tax Surtax, p. 1192, 1639

Motor Fuel Tax Bonds - Problem Accounts, p. 1196,
1651

Severance Tax - Stripper Exemptions, p. 1198,
1650
Temporary Rule -+ Severance Tax - Stripper

Exemption in Excess of Actual Production,
p. 1200, 1563

Small Business Liability Funds, p. 1750, 2390
Definition of Earned Income, p. 1943, 2243

Surtax on Corporations, p. 1951, 277

and other rule - Residences of Disabled Veterans,
p. 243, 737

Low Income Residential Property Tax Benefit,
p. 238, 734

New and Expanding Industry and Class Twenty
Property, p. 264, 742

Withholding Tax-Lien-Affidavit, p. 1194, 1643
Operating Liquor Stores, p. 1183, 1798
Corporation Licenge Tax Exemption for Research
and Development Firms, p. 1450, 1802
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I-VI

I-VII

I-VIII

I-X

I-X

I-XI
I-XI1

I-XI
I-XI

I-XIII

42.
42.
42,
42.

42.
42,
42.
42,
42.
42.
42.
42,
42.
42.
42.

42.

6.101
6.121
11.201

12.128

13.222
15,311
17.105
17.105
17.105
17.131
21.101
21.106
21.114
21.120

21.201

22.101

-1048-

Sales Assessment Ratio Studies to Adjust Real
Property Values, p. 158, 577

Airline Regulations for Corporation License Tax,
p. 2073, 401

Purchasing and Distribution of Liguor and Table
Wine Products, p. 1932, 87

Tertiary Production for Natural Resource and
Corporations Tax, p. 1422, 2091

Dangerous Drug Tax Act, p. 1433, 2093

Temporary Rules - Accommodation Tax, p. 674, 1097
Temporary Rules -~ Light Vehicle and Motorcycle
Tax, p. 678, 1106

Accommodations Tax for Lodging, p. 1020, 1637
Water's Edge Election for Multinational
Corporations for Corporation Taxes, p. 1945,
2226, 278

Light Vehicle and Motorecycle Tax - Personal
Property Tax, p. 1014, 1646
and other rules - Scale of Suggested Minimum

Contributions for Child Support, p. 1941, 2391
and other rule - Child Support Collection Fees,

p. 360, 733

and other rule - Montana Liquor Vendors and
Representatives, p. 1441, 1795

and other rule - Catering Endorsements -

Permissible and Prohibited Activities Regarding
Selling Beer in Grandstands, p. 876, 1491

Beer Wholesaler and Table Wine Distributor
Recordkeeping Requirements, p. 754, 1213

and other rule - Withholding from Retirement Plan
Benefits, p. 1430, 1752, 392

Temporary Amendment -~ Computation of wWithholding,
p. 672, 1112

Computation of Withholding - Income Tax, p. 1029,
1564

Computation of Withholding - Income Tax, p. 1953,
2244

Withholding Allowance Review Procedures, p. 683,
1113

and other rule - Aircraft and Wwatercraft
Taxation, p. 236, 746

and other rules - Trending and Depreciation for
Personal Property for Taxation Purposes,
p. 249, 747

Abstract Record Valuation, p. 247, 748

and other rules - Taxation of Livestock, p. 232,
751 :

and other rulesz - Classification of Nonproductive
Patented Mining Claims and Nonproductive Real
Property, p. 758, 1214

and other rule - Taxation of Airlines, p. 229,
752
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42.25.1001

42.25.1005

42.25.1005

42.31.2141
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and other rules - Net Proceeds Rules for the
Natural Resource and Corporation Tax Division,
p. 361

and other rules - Temporary Rules - Severance Tax
- Stripper Well and New Well Incentives, p. 1010,
1489

and other rules - Severance Tax - Stripper Well
and New Well Incentives, p. 1031, 1647

Personal Property Tax and Overpayment Refunds for
Public Contractors, p. 1438, 1803

SECRETARY OF STATE, Title 44

1.2.204

1.2.331

1.2.419

1.2.421
44.9.202

and other rules - Fees for Filing Pederal Tax
Lieng - Fees for Filing Documents, p. 470, 828
and other rule - Fees and Format for Filing

Notice of Agricultural Lien and Certificate of
Information Obtained by Public Access, p. 1553,
2163, 2392

and other rules - Temporary Rules - Rule Types
and Their Location - Updating Procedures, p. 685,
1114

and other rule - Removal of Repealed Rules from
ARM - Official Report of the Recodification of
Title, p. 1299, 1652

1988 Scheduled Dates for Filing and Publication
of the Montana Administrative Register, p. 2080,
2392

and other rules - Subscription to the ARM - Cost
=~ Agency Filing Fees, p. 1956, 235%7A, 282

and other rules - Procedures for Conducting
Elections by Mail Ballot, p. 1753, 2394

(Commissioner of Political Practices)

44.10,.331

and other rules - Limitations on Receipts from
Political Committees to Legislative Candidates -
Uniform System of Accounts - Mass Collections at
Fundraising Events, p. 161, 535

SOCIAL AND REHABILITATION SERVICES, Department of, Title 46

I-VII

46.2.210

46.2.302
46.4.101

10-5/26/88

Inpatient Hospital Reimbursement System Based
Upon Diagnosis Related Groups (DRGs) for Montana
Medicaid Program, p. 1304, 1658, 1804

Medicaid Reimbursement for Services of Nurse
Specialistg, p. 1331

and other rule - Reporting and Handling of
Incidents Relating to Recipients of Developmental
Disability Services, p. 39, 381

and other rule - Administrative Fair Hearings,
p. 2082, 2395

Civil Rights Complaints, p. 693

and other rules - Transfer of rules from the
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I-VI
I-VII
I-VIII
I-X

I-X

I-XI
I-XI
I-XI
I-XI
I-XI1I
42.6.101
42.6.121
42.11.201

42.12.128

42.13.222
42.15.311
42.17.105
42.17.105
42.17.105
42.17.131
42,21.101
42.21.106
42.21.114
42.21.120

42.21.201

42.22.101

-1048-

Sales Assessment Ratio Studies to Adjust Real
Property Values, p. 158, 577

Airline Regqulations for Corporation License Tax,
p. 2073, 401

Purchasing and Distribution of Liquor and Table
Wine Products, p. 1932, 87

Tertiary Production for Natural Resource and
Corporations Tax, p. 1422, 2091

Dangerous Drug Tax Act, p. 1433, 2093

Temporary Rules - Accommodation Tax, p. 674, 1097
Temporary Rules - Light Vehicle and Motorcycle
Tax, p. 678, 1106

Accommodations Tax for Lodging, p. 1020, 1637
Water's Edge Election for Multinational
Corporations for Corporation Taxes, p. 1945,
2226, 278

Light Vehicle and Motorcycle Tax =~ Personal
Property Tax, p. 1014, 1646
and other rules - Scale of Suggested Minimum

Contributions for Child Support, p. 1941, 239]
and other rule - Child Support Collection Fees,
p. 360, 733

and other rule - Montana Liquor Vendors and
Representatives, p. 1441, 1795
and other rule - Catering Endorsements -

Permissible and Prohibited Activities Regarding
Selling Beer in Grandstands, p. 876, 1491

Beer Wholesaler and Table Wine Distributor
Recordkeeping Requirements, p. 754, 1213

and other rule - Withholding from Retirement Plan
Benefits, p. 1430, 1752, 392

Temporary Amendment - Computation of Withholding,
p. 672, 1112

Computation of withholding - Income Tax, p. 1029,
1564

Computation of Withholding - Income Tax, p. 1953,
2244

Withheolding Allowance Review Procedures, p. 683,
3113

and@d other rule - Aircraft and Watercraft
Taxation, p. 236, 746

and other rules - Trending and Depreciation for
Personal Property for Taxation Purposes,
p. 249, 747

Abstract Record Valuation, p. 247, 748

and other rules - Taxation of Livestock, p. 232,
751 :

and other rules - Classification of Nonproductive
Patented Mining Claims and MNonproductive Real
Property, p. 758, 1214

and other rule =- Taxation of Airlines, p. 229,
752
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42.25.1001

42.25.1005

42.25.1005
42.31.2141

and other rules -~ Net Proceeds Rules for the
Natural Resource and Corporation Tax Division,
p. 361

and other rules - Temporary Rules - Severance Tax
- Stripper Well and New Well Incentives, p. 1010,
1489

and other rules - Severance Tax - Stripper Well
and New Well Incentives, p. 1031, 1647

Personal Property Tax and Overpayment Refunds for
Public Contractors, p. 1438, 1803

SECRETARY OF STATE, Title 44

1.2.204

1.2.331

1.2.419

1.2.421

44.9.202

and other rules ~ Fees for Filing Federal Tax
Liens - Fees for Filing Documents, p. 470, 828
and other rule - Fees and Format for Filing

Notice of Agricultural Lien and Certificate of
Information Obtained by Public Access, p. 15353,
2163, 2392

and other rules - Temporary Rules - Rule Types
and Their Location -~ Updating Procedures, p. 685,
1114

and other rule - Removal of Repealed Rules from
ARM - Official Report of the Recodification of
Title, p. 1299, 1652

1988 Scheduled Dates for Filing and Publication
of the Montana Administrative Register, p. 2080,
2392

and other rules ~ Subscription to the ARM - Cost
- Agency Filing Fees, p. 1956, 2357A, 282

and other rules - Procedures for Conducting
Elections by Mail Ballot, p. 1753, 2394

(Commissioner of Political Practices)

44.10.231

and other rules - Limitations on Recejpts from
Political Committees to Legislative Candidates =~
Uniform System of Accounts - Mass Collections at
Fundraising Events, p. 161, 595

SOCIAL AND REHABILITATION SERVICES, Department of, Title 46

I-11

T-T%

I-¥il

46.2.210

46.2.302
46.4.101

10-%/26/88

Inpatient Heospital Reimbursement System Based
Upon Diagnosis Related Groups (DRGs) for Montana
Medicaid Program, p. 1304, 1658, 1804

Medicaid Reimbursement for Services of Nurse
Specialists, p. 1331

and other rule -~ Reporting and BKandling of
Incidents Relating to Recipients of Developmental
Disability Services, p. 39, 381

and other rule - Administrative Fair Heariags,
. 2082, 2395

Civil Rights Complaints, p. €93

and other rules -~ Transfer of rules from the

Montana Administrative




