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1 Lne. L9C

[ . 1 of the department of labor and industrys
2 INTRODUCED BY S e

i 2 {5} T"Eligible employer” means a covered employer who
3 BY REQUEST OF AHE DEPARTMENT OF LABGR AND INDUSTRY

3 hass
4
4 {a) paid contributions during each of the 3 fiscal
5 A BILL FOR AN ACT ENTITLED: "aN ACTYT TO REVYISE THE
5 years immediately preceding the cosputation date;
& UNEMPLOYMENY COMPENSATION LANS RELATING TO EMPLOYER
& (b} with respect to such 3 fiscal yearsy filed a1l
7 CONTRIDUTIONS AND EMPLOYER CLASSIFICATION AND EXPERIENCE
7 contribution reports prescribed by the divisioni
3 RATINGS AMENDING SECTIONS 39-51-401y 39-51-1103, AND
8 (c) paid a1l contributions due with respect to the 3
E4 39-51-1301s MCA; AND REPEALING SECTIONS 39-51-1106
9 fiscal years befare the cutoff date of the rate year:
10 39-51-1107e¢ AND 39-51-1201 THROUGH 39-51-1205+ MCA."™
! : 10 {d) established a record of accumulated contributions
3
t 11 in.excess of benefits charged te his accounti and
12 BE IT ENACTED BY THE LEGISLAYURE DF THE STATE OF MONTANA: 12 (e) achieved a b]us exper ience factore
13 NEH SECTIONs Section 1. Definitionse As  used in 13 (6) "Fiscal year" means the four consecutive calendar
14 {Title 39+ chapter Sle part 11]s the following definitions 14 quarters ending an June 30.
15 apply: 15 (7) ™Governmental entities”™ means the state or any
156 {1} “Computation date” wmeans June 30 preceding the 16 political subdivision of the state or an instrumentality of
17 calendar year for which a covered ewmployer's contribution 17 the state or a political subdivisiony including any
18 rate is effectivees i8 employing unit funded directly by tax leviese
19 (2) *"Cutoff date® wmeans September 30 Iimmediately 19 (8) ™“Unrated employer® means a covered employer who
20 following the computation date. 20 has not paid contributions in each of the 3 fiscal vyears
21 (3) "Deficit employer™ means a covered employer who 21 impediately preceding the computation date or an employer
22 has established 2 record of accusulated benefits charged to 22 who has established a record of accumulated contributions in
23 his account in excess of his accumulated contributions paid 23 excess of benefits charged to his account but has not filed
24 as of the cutoff date and has a minus experience factore. 24 al' required payroll reports or paid contributions by the
25 {4) "Oivision™ wmeans the employment security division 25 cutoff date for any of the quarters in the 3 fiscal years
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imsediately preceding the computation date.

NEM SECTIONa Section 2. Extension of cutoff datee. The
division may extend the cutoff date in muritorious casess

NEW SECYIONe Section 3. Trcatmoent of ®minor
irreqgularities in determination of eliyinTc employer statuse
for the purpose of determining if a covered emplioyer is an
eligible employers delinguenci2s of 3 minor nature may Dde
disreqgarded if it is shown to the satisfaction of the
division that the covered employer acted in good faith and
that forfeiture of 3 reduced contribution rate because of
such minor delinquency would be inaquitables

MEd_SELTIIONes Section Q.( Rates of contributionse All
covered employerss except governmental entities and those
qualtified and electing to make payments in lieu of
contributionse shall pay contributions at rotes assigned
annually by the divisions

NEW SECYION. Section 5. Procedure for election to
make payments in lieu of contributionse {1) Any nonprofit
organization defined in 39-51-1103 or qovernmental entity
etecting to become liable for payments in Tieu of
contributions wust file a written notice of its election
with the division not later than 30 days issediately
following the date of the determination of subjectivity to
[Title 39y chapter 5l]e This election shall be for & period

of not less than 2 years.
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{2} Any nonprofit organization defined in 39-51-1103
or governmental entity which has been paying contributions
for ot least 2 taxable years may change to payments in lieu
ot enntributions Ly filing @ written notice to that effect
with the division within 30 days before the beginning of the
taxabl~ year for which the change is effective.

P4 SECTIONe Section 6. Computation of payments in
licu of contributionse {1) Qualified employers electing to
moke payments in  lieu of contributions shall pay intc the
fund <n amount equivalent to the full cmount of reqular
benefits plus one-half of the amount of extended benefits
paid to individuals based on wages paid by the employing

unite After December 31y 1978y governmental entities shall

pay the full amount of extended benefitse.

(2) If benefits paid an individual are based on wages
paid by both the employer and one or more other employerss
the umount payable by any one umpioyer to the fund bears the
same Tatio to total bemefits paid to the individual 3s the
base period wages paid to the individual by such employer
bear to the total amount of base periocd wages paid to the
individual by all his base period employerss

{3) If the base period wages of an individual include
wages from more than one such employer, the amount to be
paid into the fund With respect to the benefits paid to the

inudividual shall be prorated among the liable employers in

—-G—
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proportion to the wages paid to the individual by each such
employer during the base periode

{(4) The amount of payment required from employers
shall be ascertained by the division monthly and becomes due
and payable by the employer quarterly as directed in [Title
39y chapter 51)e Penalty and interest for delinquency shall
Lte assessed such employers as specified in 39-51-1301.

(5) A nonprofit orggnization which elects to make
payments in lieuw of contributions into the unemployment
compensation fund is not liable to make such payments with
respect to the benefits paid to any individual whose base
period wages include wages for previously uncovered
servicese a5 defined in 39-51-204({3}(c)e to the extent that
the uncwploymant compensation fund is r2imbursed for such
nend Fits pursuanl to section 121 of Public Law 94-566.

NEW SECTIONs Section Te Termination of election to
make payments in  lieu of contributionse (1) Any nonprofit
oryanization or governmental entity wmay tecrminate its
election to make payments in lieu of contributions after 2
years from the effective date of such election by filing o
written notice with the division not later than 30 days
prior to the beginning of the taxable vyear Ffor which the
termination is effective.

(<) 1f & nonprofit orqganization or governmentsl entity

is delinguent in making payments in lieu of contributionsy
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the division may terminate the election to make payments in
lieu of contributions as of the beginning of the next
taxable yerars and the tersination is effective for that and
the next taxable yeara

NEM SECTIONe Section 8. Experience rating for
governmental entitiess ({1} Governmental entities newly
covered under [VTitle 39+ chapter 51) after December 31,
1974y shall make payments for the period prior to July 1.
1977y equal to 0«4 of total wages paid employees for
services in employment during the calendar quarter and for
the, period after July 1l¢ 1977+ shall sake payments at the

medlan rates

{2} The rates of governmental entities who have
accumulated experience rating credits shall be adjusted
annually as follows with each governmental entity assigned a

rate based upon:

{a) its benefit cost experiencey, to be arrived at by
dividing the total sum of benefits charged to the employer’s
sccount for all past periods which are completed
transactions by Cecember 31 by total wages from date of
subjuectivity of the employing unit through December 31; and

(b)) the henefit cost for all past years of
governmental entities electing to pay contributions compared
with total payrolls reported for all past years by these

qovernmental entities used as a medians with the rates so

He 110
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fixed using the median that the rates wille when applied to
the total annual payroll for subject governacntal entitiess
yiveld total paid contributions equaling approxisately the
total benefit costse

{3) HNew governmental entities electing to pay
contributions shall be assigned the median rate for the year
in which they become subjecte.

{4) At no tiwe may the minimum rate be less than 0.1%
or the maxisum rate be graeater than 1.%%. The rates are to
be oraduated at one—tenth intervalse

{5) In the event benefit charges exceed contributions
paid in the last 2 co-ploto& fiscal yearss governsenta)l
entities® rates will be adjusted by intreasing all rates to
the next higher schedule.

{6) The computed rate is effective July 1 of each
yeare

MEM SECTIONs Section 9« (lassification of employers
for experience rating purposess (1} The division shall for
each calendar year <classify employers in accordance with
their actua) experience in the payment of contributions and
with respect to benefits charged against thelr accountss
with contribution rates reflecting benefit experiences Each
cnployer*s rate for a calendar year shall be determined on
the basis of his record as of July 1 of the preceding

calendar yeare
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tz) in making the classification: each eligible and
deficit employer®s contribution rate is determined in the
mann.r sct Forth below for the calendar year 1980 and for
each calendar year thereaftar:

{a) Each employer is given an ®experience factor™
which is contributions paid minus benefits charged on each
employcr®s account since July 1l 1976+ divided by his
average annual taxable payroll rounded to the next lower
dollar amount for the 3 fiscal years immediately preceding
the computation date. The computation of the Texperience
factor™ shall be to six decimal places.

{b) Schedules shall be prepared tisting all eligible
and deficit employers in inverse numerical order of their
experience factorse. There shall be listed on such schedules
for each employer in addition to the experience factor:

{i}] the amount of his taxable payroll for the fiscal
year ending on the computation date; and

{(ii) the cumulative total consisting of the sum of the
emplioyer®s taxable payroll for the fiscal year ending on the
computation date and the corresponding taxable payrolls for
all other employers preceding him on the schedules.

{3) The cumulative taxable payroll amounts listed on
the schedulns provided for in [section 14] shall be
seqregated into groups that will vyield approximately the

average  tax tate according to the tax schedule assigned for

-8
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that particular taxable yeare. Each group shall be identified
by the rate <class number 1listed in the table which
represents the percentage limits of each groupe Each
employer on the schedules is assigned that contribution rate
opposite his rate ctass for the tax schedule in effect for
the taxable yeare

(4) {a) If tha grouping of rate classes requires the
inclusion of exactly one-half of an employer's taxable
payrolly the employer is assigned the lower of the two rates
designated for the two classes in which the halves of his
taxable payroll are so requiredas

(by If the group of rate classes requires the
inclusion of a portion other than exactly one-half of an
employer®s taxable payrolls the employer is assigned the
rate designated for the class in which the greater part of
nis taxable payroll is so requireds

{c) 1If one or wmore employers on the schedules have
experience factors identical to that of the last employer
included in a particular rate classs all such employers are
included in and assigned the contribution rate specified for
such classs notwithstanding the provisions of [section 10].

15) If the taxable payroll amount or the experience
fFactor or both such taxable payroll amount and experience
factor of any eligible or deficit employer listed on the

schedules s changeds the employer is placed in that

-9-
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position on the schedules which he would have occupied had
his taxable payroll amount or experience factor as changed
been used in determining his position in the first instances
but such change does not affect the position or rate
classification of any other employer listed on the schedules
and does not affect the rate determination for previous
yearse

NEM SECTIIONe Section 10e Benefit payments chargeable
to employer exparience rating accounts. Benefits paid prior
to June 30s with }espect to benefit years commencing with
Jul! le 1976y and thereafter shally as of June 30 of each
year preceding the calendar year for which a covered
employer*s contribution rate is effectivey be charged to the
account of the covered employeres except cost reimbursement
and jovernasental employerss whe paid the largest individual
amount of base period wages as shown on the determination
usaed as the basis for the payment of such benefits. After
June 30y 1979s no charge shall be made to the account of
such covered employer with respect to benefits paid under
the following situations:

(1) if paid to a worker who terminated his services
voluntarily without good cause attributable to such covered
employer or who had been discharged for misconduct in
connection with such services;

{2} #f paid in accordance with the extended benefit

-10- ﬂB / ?0
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program triggered by either national or stat: indicatorse

MEW SECTION. Section ll. Maintenance of experience
rating records. An experience rating racord  shall be
maintained for each covered employcre The rocord is credited
with all contributions which thne covered eoployer has paid
for covered employment prior tuo the cutoff dates The record
is also chorged with the amount of benctits paid which are
chargeable to the covered eaployer®s accounte Nothing in
this section grants any covered employer or individual in
his service a priority with respect to =#ny claim or right
because of amounts paid by the covered esployer into the
employment security funde .

MEM SELTION. Section 12« Experience rating record
voided when account iInactive. Whenever an employer whose
coverage has been tersminated because he has ceased to do
business or because he has not covered eaployment for a3
period of 3 yearsy becomes a covered omployere he s
considered a new employer and he is not to be credited with
nis previous experience for the purpose of computing any
future “experience factor®.

MEM SELTIOMe Section 13. Schedule of rates assigned
based on trust fund reservee. f1) The rate schedule for cach
calendar year is assigned based upon the percent of average
trust fund balance of the 1?2-month period pricr to the

computation date to total wdages in covered employment for
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the same periode
{2) The ratioc at the top of e¢ach tax scheduie in the
tix table shown in [section 14] represents the minimug fund
l2ve) reqguired for a specific tax sehedule to be in effect.
{3) €mployer rates are assigned in accord with the
rates provided in each schedule for eligibles wunratedy and
deficit employerse based upon their experience as defined in

this sectione

NEW SECTIONe Section l4e hate schedulese.
SCHEDULE OF CONTRIBUTION RATES —-- Part I

Schede. Schede. Schede Schede
1 II 11 iv
Minimum Ratio of
Fund to Total Wages («0475) («0425) {0375} {-0325)
Average Tax Rate 1.3 15 1.7 la9

Rate Class Contribution Rates for Eligible Employers

1 O0«2% 0.3% Q5% Oe7X
Z et 0.6 0.8 1.0
3 DT 0.9 lel le3
4 1.0 le2 le4 leb
5 1e3 le5 1.7 1.9
-} 1e6 18 2e0 242
T l.9 2l 2e3 2.5
-12-
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Contribution Rates For

Unrated Employers: 2.1% 243% 245% ZeT2

Rate Class Contribution Rates For Deficit Employers

1 2422 2e4X 263 282

2 2ok 26 2.8 3.0

3 2.6 2«8 3.0 32

4 2.8 3.0 3.2 ek

5 3.0 3.2 3.4 3.6

& 3.2 3eh 3.6 3.8

SCHEDULES OF CONTRIBUTION RATES —— Part 11

Scned. Schede Schede Sched. Sched. Schede.

v Vi vil vill X X
{«0275) («0225) [«0175) {=015) {+0125) {eces)
Zel 23 2e5 2e7 2% 3.1

Contribution Rates For Eligible Employers

De 9% lelX 13X 1.5% l.7% 19X
le2 le4 1.6 l.8 2.0 202
15 1.7 1.9 201 243 25
1.8 2.0 22 2e4 246 28
Z2el 23 25 2T 2.9 3.1
2elt Z2eb 2.8 3.0 3.2 3a4
207 29 3.1 3.3 3.5 37
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Contribution Rates For Unrated Employers:

.92 3.1 3033 3.5% 3.7% 3.9%

Contribution Rates For Deficit Employers

3.0% 342X 34X 3a6% 3.8% 4.0%
3.2 EXT 36 3.8 4.0 §e2
3uh le6 3.8 4.0 &2 Sk
3.6 38 &0 4.2 Godr Geb
3.8 4e0 4.2 “oh 4ok fot
4.0 q4e2 hoh ho4 4ok 4ab
MEH SECIION, Section 15. FProcedures for the

substitutions wergers or acquisition of an employer account
by a successor employing unite (1} Subject to the provisions
of subsection (3)+ whenever any individual or organization
(whether or not a covered eamployer) in any manner succeeds
to or acquires all or substantially all of the business of
an employer who at the time of acquisition was a covered
eaployer and whenever in respect to whom the division finds
that the business of the predecessor is continued solely by
the successor:

{a) the separate account and the actual contributions
bencfitey and taxable payroll experience of the predecessor
shalls upon the joint application of the predecessor and the
successor within 90 days after such acquisition and approval

by the divisions be transferred to the successor employer

HB 190
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for the purpose of determining the successor®s liability and
rate of contribution; and

{b) any successor who was not un veplcyer on the date
of acquisition becomes a covered =aplogre s of ~uch date.

{2} Whenever any individual or of joaicatien  (whether
or not a covered employer) in any manaer sutcoeds to or
acquires part of the business of an cmployer +ito at the time
of acquisition was 2 covered eaployer and whenever such
portion of the business is continued Ly the successor:

ta) so much of the separate accaunt and the actual
contributions benefite and taxable payroll experience of the
predecessor as is attributable to the portion of the
business transferreds as determined on a pro rata basis in
the same ratio that the wages of covered employees properly
allocable to the transferred portion of the bhysinass bears
to the payroll of the predecessor in the Yast four coapleted
calendar quarters immediately preceding the date of
transfers shall, upon the joint application of the
predecessor and the successor within 90 days after such
acquisition and approval by tne divisions be transferred to
the successor employer for the purpose of determining the
successor®s liability and rate of contribution; and

(b) any successor who was not an employer on the date
of acquisition becomes a covered employer as of such date.

(3} (a} The 90-day period may be extended at the

-15-~
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discretion of the division.

{b} Whenever a predecessor covered employer has
deficit uxperience rating account as of the last computation
datcy the transfer provided for in subsections (1) ond (2)
is mandatory except when it is shown by substantial evidence
that the management or ownership or both the management and
vetiership  ore not substantially the same for the successor
as for the predecessors in which case the successor shall
begyin with the rate of a new employere Whenever such
mandatory transfer involves only a portion of the ¢xperience
rating record and the predecessar or successor ecmployers
fail to supply the required payroll information within 10
days after noticey the transfer shall be based on estimates
of the applicable payrolls.

{4) (a3} If the successor was 3 covered employer prior
to the dote of the acquisition of all or a part of the
predecessor®s businessy his rate of contributiony effective
the first day of the calendar year immediately following the
date of acquisitione is based on the combined experience of
the predecessor and successore

(b} If the successor was not a covered empioyer prior
to the date of the acquisition of all or a part of th:z
predecessor®s businesss his rate is the rate applicable to

the predecessor with respect to the period immediately

preceding the date of acquisitions but if there were more
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than one predecessors the successor®s rate shall be a newly
computed rate based on the combined experience of the
predecessorsy hecoming effective immediately after the date
of acquisition and remaining in effect for the batance of
the rate yeare

Section 16« Section 39-51-401e¢ MCAsy 5 amended to
read:

"39-5]1-401e Unemployment compensation account -
establishment and controle There is hereby established
separate and apart from all public money or funds of this
state an account in the agency fund known as the
unemployment compensation accounty which shall be
administered by the division exclusively for the purposes of
this cnapters Any reference to the unemployment compensation
fund in this code shall be taken to mean the unemployment
compensation account in the agency funde All money in the
account shall be mingled and undivided. This account shall
consist of:

(1) all contributions collected under this chapters
inclusive of voluntary contributions as provided in
[87-10%({c}{4)r ReCLeMs 194T]y and payments made in lieu of
contributions as provided in 39-5%t~1186t24-end—t3* [sections
5 _through 73:

{2} interest earned upon any money in the account;

(3) any property or securities acquired through the

-17-
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use of money belanging to the account;

{#) all earnings of such proparty or securities; and

(5) all money credited to this state®s account in the
unesployment trust fund pursuant to section 903 of the
Social Security Acte as amended.”™

Section 1T Section 39-51-1103, MCAe is amended to
read:

"39-51-1103« Contributions by employers required —
payments in lieu thereof authorized for certain employerse
(1) Contributionﬁ shall accrue and become payable by each
employer for each calendar year in which he is subject to
this chapter with respect to wagess as defined in
39-51-201{19}s paid for employmenty as defined in this
chapters accurring during such calendar yeare.

{2} Such contributions shall become due and be psid by
each emplioyer to the division for the fund in accordance
with such regulations as the division may prescribe and
shall not be deducted in whole or in part from the wages of
individuals in his employ.

{3) In the payment of any contributionss a fractional
part of a cent shall be disregarded unless it amounts to
one~half cent or mores in which case it shall be increased
to 1 cent.

{4) +teo) Nonprofit organizations defined in section

501¢{c)(3) of the federal Internal Revenue Code and which are

v HOfF o



i0

11

12

13

14

is

16

17

18

19

20

21

22

23

24

25

LC n2T1/0t

exempt from tax under section 501{a} of such ccde may ealect
to make payments in lieu of contributionse

thy-—A-grovp-of-nonprofit-orqaniretrons -may—elerty-with
the--approveol-—of--the--divisiony -to ~ct - As--a -qrodp--+n
fulfitHing-the—requiremsents—-—of--39-31-11H6 443~ or--of - —ehie
chapters

{(5) The state and its political  subdivisionse
effective January 1y 1977 for-the-rate-year-os- -defined--in
39-54-1166¢3rvy may elect to maka payacnts in lieu of
conxributions or pay under a special contricutions plan
established for governmental entities only."”

Section 18e. Section 39-51-1301y MCA, is amended to
read:

®39-51-1301. Penalty and interest on past-due
contributionse (1) Contribution reports not made and filed
on the date on which they are dues as provided by
subsections (1) and {2) of 39-51-1103 end-subsection—t24-of
39-53-1316864 shall be subject to a penalty assessment of $10.
Contributions unpaid on the date on which they are due and
payables as provided by subsections {1) ana (2) of
39-51-1103 and subsection—{2)--of--39-51-4106 [sectian &)«
shall be subject to a penalty assessment of $10 or 10X of
the contribution dues whichever is greatery and shall bear
interest at the rate of 12 per month or fraction thereof.

{2) 1Interest and penalty collected pursuant to this

-19~
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section shall be paid into the unemployment compensation
administration funde

{4) wWhen failure to pay <contributions in time and
before delingquency was not caused by willful intent of the
employer and for good cause showne the division may abate
the penalty for late filing or late payment or Dbothe
Interest shall not be subject to abatement.”

Section 19« Codificatione It is intended that sections
1 through 15 of this act be codified as an integral part of
Title 39¢ chapter Sly part 2ls and the provisions of Title
39y chapter Sl apply to sections 1 through 15 of this acte.

Section 20. Repealers Sections 39-51-1106s 39-51-1107s
and 39-51-1201 through 39-51-1205s MCA, are repealeds

-tnd-
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HOUSE BILL NO. 190
INTRODUCED BY HARPERe PORTER

8Y REQUEST OF THE DEPARTHMENT OF LABOR AND INDUSTRY

A BILL FOR AN ACT ENTITLENDT ®AN ACT YO REVISE THE
UNEMPLOYHMENT COMPENSATION LAWS RELATING YO IHE TAXABLE WAGE
BASEs EMPLOYER CONTRIBUTIONSs AND EMPLOYER CLASSIFICATION
AND  EXPERIENCE  RATING; AMENDING  SECTIONS 39-51-401,
39-51-1103, 39-51-1108s AND 39-51-1301s MCA; ANS REPEALING
SECTIONS 39-51-1106y 39-51-1107s ANS 39-51-1201 THROUGH
39-53-1203, AND  39-51-1205» MCAZ___ BREPEALING _ SECTION

EFFECTIVE DATE."

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

NEW _SECTIQOMas Section le Definitionse As used in
[Title 3%+ chapter 51y part 11]s the following definitions
apply:

{1} "Computation date"™ means June 30 preceding the
catendar vyear for which a covered employer®s contribution
rate is effectives

(2} “Cutoff date® means September 230 immediately
foliowing the computation date.

{3) "=Deficit employer® means a covered employer who

has established a record of accumulated benefits charged to
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his account in excess of his accumulated contributions paid
as of the cutoff date and has a minus experience factore.

{2) ™Division™ means the employment security division
of the department of labor and industrye

{5) ™Eligible employer™ means 3 covered employer who
has?

(a) paid contributions during each of the 3 fiscal
years immediately preceding the computation date;

(b) with respect to such 3 fiscal yearss filed all
contribution reports prescribed by the divisions

{c) paid al) contributions due with respect to the 3
fiscal years before thae cutoff date of the rate year;

(d} established a record of accumulated contributions
in excess of benefits charged to his account; and

{e) achieved a plus experience factor.

(6) %Fiscal year™ means the four consecutive calendar
quarters ending on June 30,

{T) ™Governmental entities®™ means the state or any
political subdivision of the state or an instrumentality of
the state or a political subdivisions including any
employing unit funded directly by tax levies.

{8) ™Unrated eaployer™ means 3 covered esployer who
has not paid contributions in each of the 3 fiscal years
immedi ately preceding the computation date or an employer

who has established a record of accumulated contributions in

' 190
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excess of benefits charged to his account but has not filed
all required payroll reports or paid contributions by the
cutoff date for any of the quarters in the 3 fiscal years
imeediately preceding the computation date.

NEW _SECTION. Section 2. Extaension of cutoff datee The
division may extend the cutoff date in wmeritorious cases.

NEW_SECTION. Section 3. Treatasent of minor
irregularities in determination of eligible employer statuse.
For the purpose of determining if a covered employer is an
eligible employer+ delinquencies of a minor nature may be
disragarded if it is shown to the satisfaction of the
division that the covered employer acted in good faith and
that forfeiture of a reduced contribution rate because of
such minor delinquency would be inequitables

NEM_SECTIIDN. Section &. Rates of contributionss All
covered employerss excapt governmental entities and those
qualified and electing to make payments in tieu of
contributionss shall pay contributions at rates assigned
annually by the divisione.

NEM_SECTIQM, Section Se Procedure for alection to
make payments in lieu of contributionss. (1) Any nonprofit
organization defined in 39-51-i1103 or governmental entity
electing to becowme liabte for payments in lieu of
contributions must file a written notice of its election

with the division not tater than 30 days immediately
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following the date of the determination of subjectivity to
[Title 39+ chapter 51ljJ. This election shall be for a period
of not less thamn 2 yearse

{2) Any nonprofit organization defined in 39-51-1103
or governmental entity which has been paying contributions
for at least 2 taxable years may change to payments in lieu
of contributions by filing a written notice to that effect
with the division within 30 days before the beginning of the
taxable year for which the change is effective.

NEW_SECTIQN. Section 6+ Computation of payments in
lieu of contributionse {1) Qualified employers electing to
make payments in lieu of contributions shall pay into the
fund an amount equivalent to the full amount of regular
benefits plus one~-half of the amount of extended benefits
paid to individuals based on wages paid by the employing
unite After December 31y 1978y governmental entities shall
pay the full amount of extended benefitse

(2) If ovenefits paid an individual are based on wage
paid by both the employer and one or more other employerss
the amount payable by any one employer to the fund bears the
same ratioco to total! benefits paid to the individual as the
base period wages paid to the individual by such employer
bear to the total amount of base period wages paid to the
individual by all his base period employersa

{3} 1if the base period wages of an individual include

—h=- HB 190
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wages from more than one such employers the amount to be
paid into the fund with respect to the benefits paid to the
individual shal'l be prorated among the liable employers in
proportion to the wages paid to the individual by each such
employer during the base periode.

{4y The amount of payment required Ffrom employers
shall be ascertained by the division monthly and becomes due
and payable by the employer quarterly as directed in [Title
39, chapter S51]. Penalty and interest for delinguency shall
be assessed such employers as specified in 39-51-1301.

(5} A nonprofit organization which elects to make
payments in lieu of contributions into the unemployment
compensation fund is not liable to make such payments with
respect to the Dbenefits paid to any individual whose base
period wages include wages for previously uncovered
serviceses as defined in 39-51-204{3){c)s to the extent that
the unemployment compensation fund is reimbursed for such
benefits pursuant to section 121 of Public Law 94-506.

NEW SECIIQN. Section T. Termination of election to
make pavments in lieu of contributionss (1) Any nonprofit
organization or governmental entity may terminote its
election to make payments in tieu of contributions after 2
years from the effective date of such election by filing a
written notice with the division not 1later than 30 days

prior to tnhe beginning of the taxable year for which the
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termination is effective.

(2) If a nonprofit organization or governmental entity
is delinquent in making payments in lieu of contributionss
the division may terminate the election to make payments in
lieu of contributions as of the beginning of the next
taxable vyears and the termination is effective for that and
the next taxable years

SECTION 8. SECTION 39-51-1108. MCA. 15 _AMENQED 10
BEAD:

*39-51-1108. Amount of wages per employee subject to
contributions £{1) Payment of contributions shall apply only
to wages paid up to and inctuding $4+200 by an employer to
an employee uWith respect to employment during the calendar
years 19T2+ 1973+ 19T4s and the first calendar quarter of
year 1975.

12} For the second calendar quarter of the calendar
year 1975 and-theresfter through the fourth calendar _quarter
of 191I1s the taxable wage base shsnli-bhe-estasbtished for each
year based--upon—-the-reserve-percent-of-total-wages-or-the
smount--of--texabte--waqge--base--apecified--+n--the--Federa?
dnempltoyment-Fax-Acty-whichever—-ia-Righer i5 $43:800.

13) Effective January 1le 1978y and-~thereafter the
Federal Unemployment Tax Act provides that contributions
shall be paid on wages up to and including $6+000 per

employee.
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14) For _the _first calepdar gquarter of 1979 __ang
thereafters the taxable wage base for each year is the

graater of3:
{al__the average aonual  wage _as determined _undec
32-55-2201(2) _frounded _tg _the nearest $16G0} during the

calendar _year _immediately preceding the sost recently
completed _calendar year _(isess the calendar year 1917 for
ihe paysent_year 19791: or

fu)__the amount of taxable wage base specified in _the
Eederal Uosmpigymeot Jax Act."

MEMW _SECTION. Section 9. Experience rating for
governmental entitiese (1} Governmental entities newly
covered under [Title 39, chapter 51)] after December 31l
1974+ shall make payments for the period prior to July 1l
1977+ equal to 0.4% of total wages paid employees for
services in employment during the calendar quarter and for
the perioa after July 1+ 1977 shall make payments at the
median rates

{2) The rates of governmental entities who have
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accumulated experience rating credits shall be adjusted
annually as follows with each governmental entity assigned a
rate based upon:

{a) its benefit cost experiences to be arrived at by
dividing the total sum of benefits charged to the employer's
account for all past periods which are completed
transactions by December 31 by total wages from date of
subjectivity of the employing unit through December 31; and

{b) the benefit cost for all past years of
governmental entities electing to pay contributions compared
with total payrolls reported for all past years by these
governmental entities used as a mediany with the rates so
fixed using the median that the rates willy when applied to
the total annual payroll for subject governmental entitiess
yield total paid contributions equaling approximateiy the
total benefit costse

{3) New governmental entities electing to pay
contributions shall be assigned the median rate for the yea
in which they become sub jects.

(4) At no time may the minimum rate be less than 0.1%
or the maximum rate be greater than 1.5%. The rates are to
be graduated at one-tenth intervalse.

{5) 1In the event benefit charges exceed contributions
paid in the last 2 completed fiscal yearss governmental

entities' rates will be adjusted by increasing all rates to

-8- HB 190
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the next higher schedule.

{6) The computed rate is effective July 1 of each
yeare

NEW _SECTIIONe Section 10« Classification of employers
for experience rating purposese () The division shall for
each calendar year «classify employers in accordance with
their actual experience in the payment of contributions and
With respect to benefits charged against their accountss
with contribution rates reflecting benefit experiences E£ach
employer*s rate for a calendar year shall be determined on
the basis of his record as of July 1 of the preceding
calendar yeare

{2) In making the classifications each etigible and
deficit employer®s contribution rate is determined in the
manner set forth below for the calendar year 1980 and for
each calendar year thereafter:

(a) Each employer is given an “experience factor®
which is contributions paid minus benefits charged aon each
employer®s account since July 1y 1976 divided by his
average annual taxable payroll rounded to the next lower
dollar amount for the 3 fiscal years immediately preceding
the computation dates The computation of the "experience
factor™ shall be to six decimal places.

{b) Schedules shall be prepared listing all eligible

and deficit employers in inverse numerical order of their
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experience factorse There shall be listed on such schedules
for each employer in addition to the experience factor:

(i) the amount of his taxable payroll for the fiscal
year ending on the computation date; and

{ii) the cumulative total consisting of the sum of the
employer's taxable payroll for the fiscal year eanding on the
computation date and the corresponding taxable payrolls for
all other employers preceding him on the schedules.

(3) The cusulative taxable payroll amounts listed on
the scnedules provided for in [section 1I4] shald be
segregated into groups that will yield approximately the
averaqge tax rate according to the tax schedule assigned for
that particular taxable yeare £ach group shall be identified
by the rate class number 1listed in the table which
represents the percentage 1limits of each groupe Each
empliovyer on the schedules is assigned that contribution rate
opposite his rate class for the tax schedule in effect for
the taxable yeores

{2) (a) If the grouping of rate classes requires the
inctusion of exactly one-hatf of an employer®s taxable
payrolls the employer is assigned the lower of the two rates
designated for the two classes in which the halves of his
taxable payroll are so reguired.

{by If the gqgroup of rate classes requires the

inclusion of a portion other than exactly one-half of an
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employer®s taxable payrolls the employer is assigned the
rate designated for the class in which the greater part of
his taxable payroll is so reqguired.

{c) If one or more employers on the schedules have
experience factors identical to that of the last employer
included in a particular rate classe 311 such employers are
included in and assigned the contribution rate specified for
such classs notwithstanding the provisions of [section 10].

{sS) If the taxable payroll amount or the experience
factor or both such taxable payroll amount and experience
factor of any eligible or deficit employer listed on the
schedules is <changedsy the employer is placed in that
position on the schedules which he would have occupied had
his taxable payroll amount or experience factor as changed
been used in determining his position in the first inétance-
but such change does not affect the position or rate
classification of any other employer listed on the schedules
and does not affect the rate determination for previous
yearse

NEMW SECTIONs Section lle. Benefit payments chargeable
to employer experience rating accounts. Penefits paid prior
to June 30s with respect to benefit years commencing with
July 1e 1976, and thereafter shalls as of June 30 of each
year preceding the calendar year for which a covered

employer®s contribution rate is effectives be charged to the
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account of the covered employers except cost reimbursement
and governmental eaployerss who paid the largest individual
amount of base period wages as shown on the determination
used as the basis for the payment of such benefits. After
June 30y 19T79¢ no charge shall be made to the account of
such covered employer with respect to benefits paid under
the following situations:

(1) if paid to a worker who terminated his services
voluntarily without good cause attributable to such covered
employer or who had been discharged for misconduct in
connection with such services;

{2) if paid in accordance with the extended benefit
program trigqered by either national! or state indicators.

MEM_SECTION. Section 12. Maintenance of experience
rating recordse An experience rating record shall be
maintained for each covered employere. The record is credited
with all contributions which the covered employer has paid
for covered employment prior to the cutoff date. The recor.
is also charged with the amount of benefits paid which are
chargeable to the covered employer®s account. MNothing in
this section grants any covered employer or individual in
his service a priority with respect to any claim or right
because of amounts paid by the covered employer into the
empioyment security fund.

HEW_SECTIQN. Section 13. Experience rating recor 1
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voided when account inactivee. Whenever an employer whose
coverage has been terminated because he has ceased to do
business or because he has not covered employment for a
period of 3 yearses becomes 3 <covered employere he s
considered a new employer and he is not to be credited with
nis previous experience for the purpose of computing any
future "experience factor®™.

NEW SECTIQN. Section l4e Schedule of rates assigned
based on trust fund reservee (1) The rate schedule for each
calendar vyear is assigned based upon the pereent-of-aversge
trost—fund-batonce-of QATID QF _THE TRUST FUND BALANCE AS__OF
DECEMBER 31 PRIDR_TQ THE RATE YEAR YO JOTAL WAGES IM COYERED
EMPLOQYMENT _EQR the 12-month period prior to the computation
date to-totalt-wages—-in--covered--employment-~for--the--some
period.

{2) The ratio at the top of each tax schedule in the
tax table shown in [section 14] represents the minimum fund
level required for a specific tax schedule to be in effects

{3) Employer rates are assigned in accord with the
rates providad in each schedule for eligibler. unrateds and
deficit employerss based upon their experience as defined in
this sections EXCEPT_JHAT FOR CALENDAR YEAR. _1973s _THE_ _TAX
RATE _SCHEDULE X SHALL__BE_ APPLIED AS PROVIQED FOR 1IN
23-51-1202.

NEW_SECTIOMs Section 15. Rate schedules.
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SCHEDULE OF LONTRIBUTION RATES -- Part 1
Sched. Sched. Schede Schede.
1 IT 111 Iv
Minimum Ratio of
Fund to Total wWages (.0475) {+0425) {«0375) {«0325)
Averaqge Tax Rate 1.3 15 1.7 1.9

Rate Class Contribution Rates For Etigible Employers

1 D.2% 0.3% 0a5% Q.7%
2 Ot 0.6 0.8 1.0
3 D7 G lel le3
& 1.0 l1e2 let 16
5 1.3 1% 1.7 1.9
& leb 1.8 2.0 2.2
7 1.9 2.1 243 245

Contribution Rates For

unrated Employers: 241% 243% 252 2.7%

Rate Class Contribution Rates For Deficit Employers

1 242% Z244% 2e6% 2.8%
2 2ot 246 2.8 3.0
3 246 2e8 3.0 3.2
4 248 3.0 3.2 Je%
5 3.0 3.2 et 3.6
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6 3.2 3.4 3.8 3.8
SCHEDULES OF CONTRIBUTION RATES ~-- Part 11
Schede Sched. Schede Sched. Scheds Scheds
v ¥l vil VIl 18 x

{«0275} («0225) («0175) (v83530123) (v8¥25,0075) (eecee)

2.1 23 245 2T Ze9 3.1

Contribution Rates For £ligiblte tmployers

0.9% 1.1% 1.3% 1.5% 1.7% 1.9%
1e2 le# leb 1.8 20 2.2
1.5 1.7 1.9 2e1 23 25
1.8 240 22 244 2eb 2.8
2e1 243 2e5 2.7 29 3.1
2ot Ze6 28 3.0 3.2 3t
2.7 29 3.1 3.3 3.5 3.7

Contribution Rates For Unrated Employers:

29% 3.1% 3«32 3a5% 3.7 3.9%

Contribution Rates For Deficit Employers

3.0% 3.2% 342 36X 3.8% 4.0%
3.2 EPL ) 3e6 3.8 40 Ge2
T 36 3.8 4o He2 Qe
3e6 3.8 4.0 LY “ed Gak
3.8 40 §e2 LY hed Ge%
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4eC Ge2 Geoly Geb bab et

NEW _SECTIONa. Section l6e Procedures for the
substitutions mergers or acquisition of an employer account
by @ successor employing unite (1) Subject to the provisions
of subsection (3}+ whenever any individual or organization
{whether or not a covered employer) in any manner succeeds
to or acquires all or substantially all of the business of
an employer who at the time of acquisition was 3 covered
employer and whenever in respect to whom the division Ffinds
that the tusiness of the predecessor is continued solely by
the successor:

{a) the separate account and the actual contributions
benefits and taxable payroll experience of the predecessor
shalls upon the joint application of the predecessor and the
successor within 90 days after such acquisition and approval
by the divisiones be transferred to the successor employer
for the purpose of determining the successor's liability and
rate of contribution; and

(b} any successor who was not an employer on the date
of acquisition becomes a covered employer as of such date.

(2) Whenever any individual or organization (whether
ar not a covered employer) in any wmanner succeeds to or
acquires part of the business of an employer who at the time
of acquisition was a covered employer and whenever such

portion of the business is continued by the successor:
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{a) so much of the separate account and the actual
contributions benefite and taxable payroll experience of the
predecessor as is attributable to the portion of the
business transferreds as determined on a pro rata basis in
the same ratio that the wages of covered employees properly
allocable to the transferred portion of the business bears
to the payroll of the predecessor in the last four completed
catendar quarters immediately preceding the date of
transfers shalls wupon the joint apptication of the
predecessor and the successor within 90 days after such
acquisition and approval by the divisions be transferred to
the successor employer for the purpose of determining the
successor's liabitity and rate of contribution; and

(b) any successor who was not an employer on the date
of acquisition becomes a covered employer as of such date.

(3) {a) The 90-day periocd may be extended a3t the
discretion of the division.

{b) wWhenever a predecessor covered employer has a
deficit experience rating account as of the last computation
datey the transfer provided for in subsections (1) and {2)
is mandatory except when it is shown by substantial evidence
that the management or ownership or both the management and
ownership are not substantially the same for the successor
as for the predecessors in which case the successor shall

begin with the rate of a new employers Whenever such
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mandatory transfer involves only a portion of the experience
rating record and the predecessor or successor employers
fFail to supply the required payroll information within 10
days after noticees the transfer shall be based on estimates
of the applicable payrollse.

{4) ({3) If the successor was a covered employer prior
to the date o©f the acquisition of atl or a part of the
predecessor's businesss his rate of contributions effective
the first day of the calendar year immediately following the
date of acquisitions is based on the combined experience of
the predecessor and sucCCcesSsore

(b} 1f the successor was not a covered employer prior
to the date of the acquisition of al'l or a part of the
predecessor®s businesss his rate is the rate applicablie to
the predecessor with respect to the period immediately
preceding the date of acquisitiones but if there were more
than one predecessors the successor®s rate shall be a newly
computed rate based on the combined experience of the
predecessorssy becoming effective immediately after the date
of acquisition and remaining in effect for the balance of
the rate year.

Section 17. Section 39-51-401y MCA,2, is amended to
read:

"39-51-40l. Unemployment compensation account -

establishment and controls There s hereby established
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separate and apart from all public money or funds of this
state an account in the agency fund known as the
unemployment compensation accounts which shall be
administered by the division exclusively for the purposes of
this chaptere. Any reference to the unesployment compensation
fund in this code shall be taken to mean the unemployment
compensation account in the agency funde A1l money in the
account shall be mingled and undividedes This account shall
consist of:

{l) all contributions collected under this chaptery
inclusivae of voluntary contributions as provided in
[87-109{c)(4)r ReCeM. 1947]¢ and payments made in lieu of
contributions as provided in 39-5i-1106{2}-and-¢3% [sections
3 through 11:

{2) interest earned upon any money in the account;

{3) any property or securities acquired through the
use of money belonging to the account;

{4) a1l earnings of such property or securities; and

{5) all money credited to this state’s account in the
unesployment trust fund pursuant to section 903 of the
Social Security Acte as amended.”

Section 18. Section 39-51-1103s MCA: is amended to
read:

*39-51-1103. Contributions hy employers required --

payments in lieu therz2of authorized for certain employers.
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{1) Contributions shal} accrue and become payable by each
employer for each calendar year in which he is subject to
this chapter with respect to wagessy as defined in
39-51-201({19)s paid for employmente as defined in this
chapters occurring during such calendar yeare.

{2) Such contributions shall become due and be paid by
each employer to the division for the fund in accordance
with such regulations as the division may prescribe and
shall not be deducted in whole or in part from the wages of
individuals in his employs

{3) In the payment of any contributionse a fractional
part of a cent shall be disregarded unless it amounts to
one~half cent or wmores in which case it shall be increased
to 1 cent.

{4) +¢8) Nonprofit organizations defined in section
501(c){3) of the federal Internal Revenue Code and which are
exempt from tax under section 501(a) of such code may elect
to make payments in lieu of contributionse.

tb}-~A-group-of-nenprefit-orqanirations-may-etecty-with
the--approvei--of--the--divistony-—to——act--as-—-a--group--+n
futfitiing--the--requirements--o0f--39-51-1196¢{1)--or-of-this
chapters

{S) The state and its potitical subdivisionse
effective January 1+ 1977+ for-the-rate-year-ass-defined-in

39-53-+186¢34r may elect to make payments in lieu of

-20- HB 190



10

11

12

13

L4

15

16

17

18

19

20

é2

23

24

25

HB 0190/02

contributions or pay wunder a special contridbutions plan
established for governmental entities only."”

Section 19« Section 39-51-1301s MCAs is amended to
read:

"39-51-1301. Penalty and interest on past-due
contributionss (1) Contribution reports not made and filed
on the date on which they are dues as provided by
subsections (1) and (2] of 39-51-1103 snd-subsection-{2}-——of
39-53-11864 shall be subject to 3 penalty assessment of 310.
Contributions wunpaid on the date on which they are due and
payables as provided by subsections (1) and {2) of
39-51-1103 and subsection--{t2y--o0f-39-5+-1106 [section 6]
shall be subject to a penalty assessment of $10 or 10% of
the contribution dues whichever is greaters and shall bear
interest at the rate of 1% per month or fraction thereof.

{2z} Interest and penalty collected pursuant to this
section shall be paid inte the unemployment compensation
administration funde

{3y when failure to pay contributions in tiwme and
pafore delinquency was not caused by willful intent of the
emplover and for good cause showns the division mwmay abate
the penalty for 1late filing or Jlate payment or both.
Interest shal)l not be subject to abatement.”

Section 20. Codificatione It is intended that sections

1 through 15 of this act be codified as an integral part of
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Title 39y chapter 51y part 2le and the provisions of Title
39, chapter 5le apply to sections 1 through 15 of this acte.

Section 21. Repealer. Sections 39-51-1106+ 39-51-110T,
end 39-51-1201 through 39-51-1203s AND 39-51-1205+ MCAs are
repealed. JECTION 33-51-1204, MCAy I3 REPEALED RETROACTIVE
I0_JANUARY 1. 1912a

SECTION 22, EFFECTIVE __ OATE __ AND _ BEJTROACTIVE
APRPLICATIONS. SECTION 39-51-1108e¢  MCAs IS5 EFFECTIVE UPON
BASSAGE _AND_APPBOVAL AND SHALL BE CONSIQOERED JTO APPLY AS OF
JANUARY 1e_ 1979

-End-
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HOUSE BILL NOe 190
INTRODUCED BY HARPER, PNRTER

BY REGUEST OF THE DEPARTMENT OF LABOR AND INDUSTRY

A BILL FOR AN ACT ENTITLED: "AN ACT TO REVISE THE
UNEMPLL MENT  COMPENSATION LAWS RELATING TO IHE_ TAXABLE WAGE
gA3Es EMPLOYER CONTRIBUTIONSy AND EMPLOYER CLASSIFICATION
AND  EXPERIZNCE  RATING; AMENDING  SECTIONS 39-51-4015
39~51-1103, 32-51-1108s AND 39-51-1301s MCA; AN REPEALING
SECTIDNS 39-51-1106y 39-51-1107+ #ANB 39-51~1201 TVHROUGH
39-51-1203s___ANR  39-51-1205+ MCAi__ _REPEALING __SECIION
39-51-1204%as _HCAs RETROACTIVELY: AND PROVIDING A RETRCACTIVE
EFEECTIVE DATE."

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

NEW_SECIIQNe Section le Definitionse AS used in
{Title 39, chapter Sks part ll}s the following definitions
apply:

(1) ™Computation date™ means June 30 preceding the
calendar year for which 3 covered employer®s contriblution
rate is effectives

(2) "Cutoff date® means September 30 immediately
following the computation datee.

(3) "Deficit employer® means a covered employer who

has established a record of accumulated benefits charged to
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his account in excess of his accumultated contributions paid
as of the cutoff date and has a ainus experience factore.

t4) ™Division™ means the employment security division
of the department of labor and industry.

{5) "“Eligible employer™ means 3 covered employer who
has:

ta} paid contributions during each of the 3 fiscal
years immediately preceding the computation date;

tb} with respect to such 3 fiscal yearss filed all
contribution reports prescribed by the division:

(c) paid all contributions due with respect to the 3
fiscal years before the cutoff date of the rate year;

{d} established a record of accumulated contributions
in excess of benefits charged to his account; and

{e) achieved a plus experience factor.

{6) “Fiscal year™ means the four consecutive calendar
quarters ending on June 30.

{7) "“Governmental entities™ means the state or any
political subdivision of the state or an instrumentality of
the state or a3 political subdivisions including any
employing unit funded directly by tax leviess

{8) “Unrated employer™ means a covered employer who
has not paid contributions in each of the 3 fiscal years
immedi ately preceding the computation date or an emplover

who has established a record of accumulated contributions in

-2- H8 190
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excess of benefits charged to his account but has not filed
all required payroll reports or paid contributions by the
cuteoff date Ffor any of the quarters in the 3 fiscal years
imsediately preceding the computation date.

NEY SECTION. Section 2. Extension of cutoff date. The
division may extend the cutoff date in meritorious Casese

MEW_SECTION. Section 3. Treatment of minor
irregularities in determination of elijible employer statuse
For the purpose of determining if a covered employer is an
aligible employars delinquencies of a minor nsture may be
disregarded if it is shown to the satisfaction of the
division that the covered employar acted in goed faith and
that forfeiture of a reduced contribution rate because of
such minor delingquency would be insquitable.

NEM _SECIION. Section 4. Rates of contributionss Al
covered employerss except governmental cntities and those
qualified and electing to make payments in lieu of
contributionss shall pay contributions at rates assigned
annually by the division.

HEM _SECIION. Section Ss Procedure for election to
make payments in lieu of contributionse (1) Any nonprofit
organization defined in 39-51-1103 or governmental entity
electing to become tiable for payments in lieu of
contributions must file a written notice of its election

with the division not later than 30 days immediately

-3- HB 190

10

L

12

13

14

15

16

17

18

19

20

21

22

23

24

25

HB 01%0/03

following the date of the determination of subjectivity to
[Title 39 chapter 51])« This election shall be for a period
of not tess than 2 yearse.

{2) &any nonprofit organization defined in 39-51-1103
or governmental entity which has been paying contributions
for at least 2 taxable years may change to payments in lieu
of contributions by filing a written notice to that effect
with the division within 30 days before the beginning of the
taxable year for which the change is effective.

NEM _SECTIDONa. Section 6e Computation of payments in
tiew of contributionse {1) Qualified employers electing to
make paysents in lieu of contributions shall pay into the
fund an awmount equivalent to the full amount of regular
benefits plus one-half of the amount of extended benefits
paid to individuals based on wages paid by the employing
unite After December 31+ 1978+ governmental entities shall
pay the full amount of extended benefitse

t2y If benefits paid an individual are based on wa. .5
paid by both the employer and one or more other employerss
the amount payable by any one employer to the fund bears the
same ratio to total benefits paid to the individual as the
base period wages paid to the individusal by such employer
bear to the total amount of base period wages paid to the
individual by all his base period employerse

(3) If the base periocd wages of an individual include

- HB 190
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wages from more than one such employers the amount to be
paid into the fund with respect to the benefits paid to the
ingividual shall be prorated among the liable employers in
proportion to the wages paid to the individual by eacth such
enployer during the base periode

{4y The amount of payment reqguired from employers
shall be ascertained by the division monthly and hecomes due
and payable by the employer quarterly as directed in [Title
3%+ chapter 51}« Penalty and interest for delinquency shall
be assessed such empioyers a3s specified in 39-51-1301.

(5) A nonprofit organization which elects to make
payments in lieu of contributions into the unemployment
compensation fund is not liable to make such payments with
respect to the benefits paid to any individual whose base
period wages include wages for previously uncovered
servicesy as defined in 39~-51-204{3}({c)» to the extent that
the unemployment compensation furd is reimbursed for such
benefits pursuant to section 121 of Public Law 94-566.

NEW _SECIION. Section T« Termination of election to
make payments in lieu of contributionss (1) Any nonprofit
arganization or governmental entity may terminate its
election to make payments in tieu of contributions after 2
years from the effective date of such election by filing a
written notice with the division not later than 30 days

prior to the beginning of the taxable year for which the

-5 HB 190
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termination is effectivees

t2) if a nonprofit organization or governmental entity
is delinquent in making payments in lieu of contributionsy
the division may terminate the election to make payments in
lieu of contributions as of the beginning of the next
taxable years, and the termination is effective for that and
the next taxable yeare

SECTION B, SECTION _239-51-1109, MCA. 15 _AMENDED _10
READ:

®39-51-1108. Amount of wages per employee subject to
contributione (1) Payment of contributions shall apply only
to wages paid up to and including $4+200 by an employer to
an employee with respect to employment during the calendar
years 1972¢ 1973s 1974+ and the first calendar quarter of
year 1975.

12} For the second calendar quarter of the calendar
year 1975 and-theresfter through the fourth caleodar_gquarter
gf _L311s the taxahble waqge base shsil-be-estab¥ished for cach
year based--gpon--the-reserve-percent-of-total-wages-or-the
amount--of--taxabte--wage--bsae--specified—-in--the--Federat
draemployment-Fax-Aety-whichever—+s-hiaher i5 342800+

L3} Effective January 1y 1978y sand--thereafter-the
Federat-tdnemployment-Fex--Act--provides--that--contributions
shati--be--patd--on--wages-—up--to--snd-inciuding-$6vy008-per

emproyeew AND JHEREAFTER THE TAXABLE WAGE BASE FOR EACH YEAR

-6~ HB 190
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13_$62000,.
Reserve-Pepcent—~-——m— - c e e e m— e e Faxnble-
of -Fotat-Weges-~-- - et e e Hage-fAnve
2SOk -onNd-ABOYe - - - m e e e e mm e - $4v260
L R L R L Lk 4 et ittt 4v400
L L R L ettt il D Db bl 4y 68R
L g L L e ittt 4v888
tad-cFae-c-the--firat--catendar-—quacter-~of--39¥9---and

thereaftery--the--toxahie--wage--bose--for--each-year-is-the
geeater-ofs

tad--the--ayerage--annust--wege--aa--deterginad---cader
39-43-2202¢23-~trounded=-~to--the--neareat--$1083--during-the
caiendar--yeor--issedintely--preceding--the--poat--—recently
coapleted-—catendar--—year--{inaxy-the-coatendar-year-333i-for
the-paysant-year-12323t-or

fei--the-amount-of-toxahte-wnge-pase-snecified--io--the
fedepai-tUnempioyeent-Fan-Acty

14) _FOR___THE _FIRSY CALENDAR _QUARTER _QF 1273 _AND
IHEREAFTERs THE TAXABLE WAGE BASE FOR EACH YEAR IS THE
GREATER QF:

L1A) 803 OF THE AYERAGE ANNUAL WAGE AS DETERMINZD UNDER
39-53-220112) (ROUNDED TO THE NEAREST _$100) QURING THE
CALENDAR _YEAR _IMMEDIATELY PRECEDING THE MOSI _ RECENTLY
COMPLETED CALENDAR YEAR (IeEase THE CALENDAR YEAR 1977 EQR
IHE PAYMENYT YEAR 197%: OR

-1- HB 190
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{a)_ THE AMOUNT OF TAXABLE WAGE BASE SPECIFIER TN THE
EEDERAL UNEMPLOYMENT TAX ACIL"

NEM_SECTIIONa. Section 9. Experience ratinn for
yovernmental entities. (l) Governmental entities newly
covered under [Title 39s chapter 51] after December 31,
1974, shall make payments for the period prior to July 1.
1977+ equal to 0.4% of total wages paid employees for
services in employment during the calendar quarter and for
the puarios after July ls 1977, shall make payments at the
median rates

t2) The rates of governmental entities who hayve
accumulated experience rating credits shall be adjusted
annually as follows with each governmental entity assigned a
rate based upon:

{a) its benefit cost experiences to be arrived at oy
dividing the total sum of benefits charged to the employer's
account for atl past periods which are completed
transactions by December 31 by total wuages from date of
subjectivity of the empleying unit through December 31; and

{b) the benefit cost for anl past yaars of
governmental entities electing to pay contributions compared
with total payrolls reported for all past years by these
governmental entities used as g mediansy with the rates so
fixed wusing the median that the rates wills when applied to

the total annual payroll for subject governmental entitiess

-8~ H8 190
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yield total pa.d contributions egualing approximately the
total benefit costse

(3y New governmental entities electing to pay
contributions shali be assigned the median rate for the year
in which they become subjects

(4; At no time may the minimum rate be less than 0.1%
or the maximum rate be greater than l.5%. The rates are to
be graduated at one-tenth intervalse

{5) In the event benefit charges exceed contributions
paid in the last 2 completed fiscal yearss governmental
entities' rates will be adjusted by increasing all rates to
the next higher schedules

(6} The computed rate is effective July 1 of each
Yyears

NEW _SECTIONs Section 10e (lassification of employers
for experience rating purposese (1) The division shall for
each calendar vyear «classify employers in accordance with
their actual experience in the payment of contributions and
with respect to benefits charged against their accountsy
with contribution rates reflecting benefit experience. Each
employer*®s rate for a calendar year shall be determined on
the basis of his record as of July 1 of the npreceding
calendar years

(2) In making the ctlassificationy each eligible and

deficit employer's contribution rate is deterained in the

-9- HB 190

i0
11
12
13
14
15
16
1?7
18
19
20
21
22
23
2%

25

HB 0190703

manner set forth Dbpelow for the calendar year 1980 and for
each calendar year thereafter:

ta) Each employer is qgiven an “experience factor®
which is contributions paid minus benefits charged on each
employer®s account since July 1+ 1976s divided by his
averasge annual taxable payroll roundad to the next lower
dollar amount for the 3 fiscal years imaediately preceding
the computation datee. The computation of the ™experience
factor™ shall be to six decimal places.

(b} Schedu!és shall be prepared listing 2al} eligible
and deficit employers in inverse numerical order of their
experience factorse There shall be listed on such schedules
for each eaployer in addition to the experience factor:

{i} the amount of nis taxable payroll for the fiscal
year ending on the computation date; and

(ii) the cumulative total consisting of the sum of the
employer®s taxable payroll! for the fiscal year ending on the
computation date and the corresponding taxable payrolls for
311 other employers preceding him on the schedulese.

(3} The cumulative taxable payroll amounts listed on
the schedules provided for in [section 14] shall be
segregated into groups that will yield approximately the
average tax rate according to the tax schedule assigned for
that particular taxable year. Each group shall be identified

by the rate <¢lass number listed in the table which

-10- HB 1%0
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represents the percentage 1limits o©of each groupe Each
employer on the schedules is assigned that contribution rate
opposite his rate class for the tox schecdule in effect for
the taxable year.

{4) (a) If the grouping of rote classes requires the
inclusion of exactly one-half of an enployer's taxable
payrcolly the employer is assijned the lower of the two rates
designated for the two classes in which the haltves of his
taxable payroll are so required.

{b) If the group of rate classes requires the
inctusion of a portion other than exactly one-half of an
employer®s taxable payrolly the ewployer is assigned the
rate designated for the class in which the greater part of
his taxable payroll is so required.

{c) If one or more employers on the schedules have
experience facturs identical to that of the last employer
included in a particular rate classs all such employers are
included in and assigned the contribution rate specified for
such classe notwithstanding the provisions of [section [0].

{9) If the taxable payroil amount or the experience
factor or ooth such taxable payroll amount and experience
factor of any eligible or deficit employer listed on the
schedules is changeds the employer is placed in that
position on the schedules which he would have occupied had

his taxable payroll amount or experience factor as changed
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been used in determining his position in the first instances
but such change does not affect the position or rate
clussification of any other employer listed on the schedules
and does not affect the rate determination for previous
yedrse

HEW_SECTIUN. Section lle denefit payments chargeable
to employer experience rating accountse. Benefits paid nrior
to June 30y with respect to benefit vyears commencing with
July 1ls 1976¢ and thereafter shalls as of June 30 of each
year preceding the calendar year f r which a covered
employer*s contribution rate is effectives be charged to the
account of the covered employers except cost reimbursement
and jovernmental employers» who paid the Yargest individual
amount of base period wages as shown on the determination
used as the basis for the payment of such benefitss After
June 30y 1979y no charge shall be made to the account of
such covered emplioyer with respect to benefits paid under
the following situations:

{1} if paid to a worker who terminated his services
voluntarily without good cause attributable to such covered
employer or who had been discharged for misconduct in
connection with such services;

(2) if paid in accordance with the extended benefit
program triggered by either national or state indicatorse.

NEW _SECYIONe Section 12« Maintenance of experience

~-12- HE 190
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rating records. An experience rating record shall be
maintained for each covered employere« The record is credited
with all contributions which the covered employer has paid
for covered employment prior to the cutoff datee The record
is at. charged with the amount of benefits paid which are
chargeab = to the covered employer®s accounte Nothing in
this sectson grants any covered employer or individual in
nis service o priority with respect to any claim or right
because of amounts paid by the covered employer into the
empioyment security funde

NEW SECTIQONs Section 13. Experience rating record
voided when account inactives Whenever an employer whose
coverage has been terminated because he has <ceased to do
business or pecause he has not covered employment for a
period of 3 yearss becomes a covered employere he s
considered a new employer and he is not to be credited with
nis previous experience for the purpose of computing any
future “experience factor®™e.

NEW_SECTIIONe. Section l4es Schedule of vrates assigned
based on trust fund reserves (1) The rate schedule for each
calendar vyear is assigned based upon the percent-of-averaqe
trust-fund-batance-of RATIQ OF THE YRUSY FUND ODALANCE AS QF
DECEMBER 31 PRIQR 1O THE RATE YEAR TU JOTAL WAGES IN COVERED
EMPLOYMENRT _FQOR the l2-month period prior tc the computation

date te-tetat-wages--in--covered--employment--for--che--seme

-13- HB 190
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period.

(2) The ratio at the top of each tax schedule in the
tax table shown in [section 1&] represents the minimum fund
level required for a specific tax schedule to be in effect.

(3) Employer rates are assigned in accord with the
rates provided in each schedule for eliqgibles unrateds and
deficit employarss based upon their experience as defined in
this sectiona EXLCERT THAT FOBR CALENDAR YEAR 1979s. THE TAX
SATE. _SCHEQULE X SHALL 8E APPLIFD _AS _PRONIDED _FOR__IN
32-51-1202.

MEW_SECIIQONs Section 15. Rate schedules.

SCHEDULE OF CONTRIBUTION RATES -~ Part I

Sched. Sched. Scher. Schede.
1 I1 Int v
Miniaum Ratio of
fund to Total Wages (.0475) {+0425) {«0375) (0325}
Average Tax Rate 1.3 le5 le7 1.9

Rate Class Contribution Rates For Eliqible Employers

1 0.2% 0.3% 0.5% 0.7x

2 0e% 0.6 0.8 1.0

3 0.7 0.9 1.1 1.3

& 1.0 1.2 la4 1.6

5 1.3 1.5 1.7 1.9

6 1.6 1.8 2.0 2.2
14 HB 190
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Unrated tmployers:

Rate Clas

1

Scheds
v
(«0275)

2.1

Ge9%

s Lontribution Rates For Deficit Employers
2e2% 2e4% Ze5% 2eBX
Zah 2eb 2.8 3.0
26 2.8 3.0 3.2
2.8 3.0 3.2 3.4
3.0 32 3.4 3.6
362 Je& 3.6 3.8
SCHEDULES OF CONTRIBUYION RATES ~- Part 11
Scheds Sched. Sched. Sched. Schede
Vi Vil YIII Ix x
(«3225) {+0175) {w825,0125) («8:25,007%) (ewas)
23 2.5 27 2.9 3.1
Contribution Rates For Eligible €mployers
1.1% le33 1.5% la7% 1e9%
le4% le6 l.8 240 2e2
le7 1.9 2al 2e3 225
20 2.2 2eb 246 2.8
2+3 2.5 27 2.9 3.1
2eb 28 3.0 3.2 3.4
~1i5- HB 190
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Contribution Rutes For Unrated Employers:

2e9% 3.1 3.3% 345% 1.7% 3a9%

Contribution Rates For PDeficit Employers

3.0% Je23 342 Je6% 3.8% 403
3.2 3.4 3.6 3.8 4a0 4e2
3.4 3.6 3.8 4.0 Ge?2 4ot
3e6 3.8 4.0 4e2 dats bats
3.8 40 42 Geoh el be
%0 42 Geb Gok Gat he
NEM SECTIONa. Section lée Procedures for the

substitutions mergers or acquisition of an employer account
by @ successor eamploying unite (1) Subject to the provisions
of subsection (3)s whenever any individual or organization
{whether or not e covered employer) in any manner succeeds
to or acquires all or substantially all of the business i
an employer who at the time of acquisition was 3 covered
employer and whenever in respect to whom the division finds
that the business of the predecessor is continued solely by
the successor:

(3) the separate account and the actual contributions
benefits and taxable payroll experience of the predecessor

shally upon the joint application of the predecessor and the

~16- HB 190
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successor within 90 days after such acquisition and approval
by the divisions be transferred to the successor employer
for the purpose of determining the successor®s liability and
rate of contribution; and

(b any successor who was not an employer on the date
5f acqui:ition becomes a covered employer as of such date.

[2) shenever any individual or organization {whether
or not 3 covered employer} in any manner succeeds to or
acquires part of the business of an employer who at the time
of acquisition was a covered employer and whenever such
portion of the business is continued by the successor:

fa} so much of the separate account and ¢the actual
contributions benefity and taxable payroll experience cf the
predecessor as is attributable to the portion of the
business transferreds as determined on a pro rata basis in
the same ratio that the waqes of covered employees properly
allocable to the transferred portion of the business bears
to tne payroll of the predecessor in the last four completed
calendar quarters immediately preceding the date of
transfers shalls wupon the joint application of the
predecessor and the successor within 90 days after such
acquisition and approval by the divisione be transferrad to
the successor employer for the purpose of determining the
successor®s liability and rate of contributioni and

(b) any successor who was not an employer on the date

-17- HB 190
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of acquisition becomes a covered employer as of such date.

(3} {a) The 90-day period may be extended at the
discretion of the divisione

(b) Whenever a predecessor covered employer has a
daficit experience rating account as of the last computation
dates the transfer provided for in subsections (1) and (2)
is mandatory except when it is shown by substantial evidence
that the manayement or ownership or both the management and
ownership are not substantially the same for the successor
as for the predecessors in which case the successor shal)
pegin with the rate of a new employer. Whenever such
mandatory transfer involves only a portion of the experience
rating record and the predecessor or successor employers
fail to supply the required payroll information within 10
days after notices the transfer shall be based on estimates
of the applicable payrolls.

{4) (a) If the successor was a covered employer oprior
to the date of the acyuisition of all or a part of the
predecessor®s businesss his rate of contributions effective
tha first gay of the calendar year immediately following the
date of acquisitiony is based on the combined experience of
the predecessor and sSuccessore

{b) 1If the successor wds not a covered employer prior
to the date cf the acqguisition of all or 3 part of the

predecessor®s pusinessy his rate is the rate applicable to

-18- HB 190
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the predecessor with respect to the period immediately
preceding the date of acquisitiones but if there were more
than one predecesscrs the successor®s rate shali be a newly
computed rate based on the combined experience of the
proedecessorss becoming cffective immediately after the date
of acquisition and remainina in effect for the balance of
the rate year.

Section 17T« Section 39-51-401s “CAy, is amended to
read:

*39-51-401e Unemployment compensation account --
establishment and controlea There is hereby established
separate and apart from all public money or funds of this
state an account in the agency fund known as the
unemployment compensation accounty which shall be
administered by the division exclusively for the purposes of
this chaptere Any reference to the unemployment compensation
fund in this code shall be taken to mean the unemployment
compensation account in the agency funde A1l money in the
account shall be minglted and undivideds This account shall
consist of:

(1) all contributions collected under this chapters
inclusive of voluntary contributions as provided in
[BT-109(c){%)}s Rele%e 1947 )¢ and payments made in lieu of
contributions as provided in 39-51-1i66t2¥y-and-¢34 [sections

5 through 1);
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(2) incerest earned upon any money in the account;

(3) any property or securities acquired through the
use of money belonging to the account;

{4) all earnings of such property or securities; and

{5) all money credited to this state®s account in the
unemployment trust fund pursuant to section 903 of the
Social Security Acts as amended.”

Section 18. Section 39-51-1103s MCAsy is amended to
read:

*39-51-1103. Contributions by employers required --
payments in lieu thereof authorized for certain employersa
{1} Contributions shall accrue and become payable by each
employer for each calendar year in which he is subject to
this chapter with respect to wagess as defined in
39-51-201(19)e paid for employmente as defined in this
chapters occurring during such caltendar yeara

{2) Such contributions shal?! become due and be paid by
each employer to the division for the fund in accorde .e
with such requlations as the division may prescribe and
shall not pe deducted in whole or in part from the wages of
individuals in his employ.

(3} In the payment of any contributionse a fractional
part of a cent shall be disregarded unless it amounts to
one-half cent or mores in which case it shall be increased

to 1 cente

~-20~ HB 190
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{¢) +4e% Nonprofit organizations defined in section
501{c)(3) of the federal Internal Revenue Code and which are
exempt from tax under section 501(a) of such code may elect
to make payments in lieu of contributionsse

tu? ~-A-group-of-nenprofit-organizetions-may-etecty-with
che--spprovel--of--the-~divistony—~to--sct--as--a--groop--in
fuifitiing--the--requirements--of--39-51-1166¢{t}1--er-of-thie
ehapters

(5) The state and its political subdivisionss
effective January 1ls 1977y for-the-rete-yesr-ss-defined-+n
39-5%-1106¢33y may elect to make payments in lieu of
contributions or pay under & special contributions plan
estaplished for governmental entities only."™

sSection 194 Section 39-51-1301y M™CA, is amended ¢to
read:

"39-51-1301. Penalty and interest on past-due
contributionss (1) Contribution r2ports not made and filed
on the date on which they are duey J3s provided by
subsections (1} and {2) of 39-51-1103 snd-subsection-t2}--of
39-5t-1186y shall be subject to a penalty assessment of $10.
Contributions wunpaid on the date on which they are due and
payables as provided by subsections (1} and {2} of
39-51-1103 and subsection——{2}--of-39-51-3106 [section £])»
shall be subject to a penalty assessment of 310 or 10% of

the contribution duey whichever is greaters and shall bear
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interest at the rate of 1X per wonth or fraction thereof.

{2) 1Interest and penalty collected pursuant to this
section shall be paid into the unemployment compensation
administration fund.

{3} owhen failure to pay contributions in time and
before delinquency was not caused by willful intent of the
employer and for good cause showns the division may abate
the penalty for late filing or late payment or bothe
Interest shall not be subject to abatement."™

Section 20a. .Codification. It is intended that sections
1 through 15 of this act be codified as an integral part of
Title 39+ chapter Sls part 21s and the provisions of Title
394 chapter 51ls apply to sections 1 through 15 of this acte

Section 2le« Repealer. Sections 39-51-1106, 39-51-1107,
and 39-51-1201 through 192-51-1203s ANQ 39-51-1205¢ MCAs are
repealteds SECTION 32-51-1204. MCAy IS REPEALED RETROACTIVE
JO_JANUARY 1» 197%.

SECTION 22, EFFECTIYE ~_ DATE __ aND  _RETROACYIVE
APPLICATIONS _SECIION 29-51-1108s NCAe IS EFFCCTIVE _UPON
BASSAGE _AND APPROYAL AND SHALL BE CONMSIDERED YO APPLY A3 QF
JAHUARY ks 19734

~End-

-22- HB 190



March 21, 1979

SENATE STANDING COMMITTEE REPORT
(Labor & Employment Relations)

That House Bill No. 190, third reading bill, be amended as follows:

1. Page 7, line 18 through line 2 on page 8.
Following: 1line 18 on page 7
Strike: subsection 4 in its entirety

2. Page 14, line 9.
Following: "“SCHEDULE"
strike: "X"

Insert: "XI"

3. Page 15, line 14.
Following: sixth "Sched."
Insert: "Sched."

4., Page 15, line 15,
Following: "X"
Insert: "XI"

5. Page 15, line 16.
Following: " (+6%25 .0075)"
Strike: "(....)"

Insert: "(.0025) (....)"

6. Page 15, line 17.
Following: "3.1"
Insert: "3.3"

7. Page 15, line 20.
Following: "1.9%"
Insert: "2.1%"

8. Page 15, line 21.
Following: "2.2"
Insert: "2.4"

9. Page 15, line 22.
Following: "2.5"
Insert: "2.7"

10. Page 15, line 23.
Following: "2.8"
Insert: "3.0"

11. Page 15, line 24.
Following: "3.1"
Insert: "3.3"

12. Page 15, line 25.
Following: "3.4"
Insert: "3.6"



March 21, 1979
Page 2
House Bill No. 190

13. Page 16, line
Following: "3.7"
Insert: "3.9"

14, Page 16, line
Following: "3.93%"
Insert: "4.1%"

15. Page 16, line
Following: -"4.0%"
Insert: "4.2%"

16. Page 16, line
Following: "4.2"
Insert: "4.4"

17. Page 16, line
Pollowing: "4.4"
Insert: "4.6"

18. Page 16, line
Following: "4.4"
Insert: "4.6"

19. Page 16, line
Following: "4.4"
Insert: "4.6"

20. Page 16, line
Following: "4.4"
Insert: "4.,6"

10.

11.

12.
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HOUSE BILL NO. 190
INTRODUCED BY HARPERs PORTER

BY REQUEST OF THE ODEPARTHENT OF LABOR AND INDUSTRY

A BILL FOR AN ACT ENTITLED: ®AN ACT TO REVISE THE
UNEMPLOYMENT COMPENSATION LAWS RELATING TO IHE _TAXABLE WAGE
BASEs EMPLOYER CONTRIBUTIONSy AND EMPLOYER CLASSIFICATION
AND  EXPERIEMCE  RATVINGS  AMENDING  SECTIONS 39-51-40ls
39-51-1103, 39-51-1108s AND 39-51-1301s MCA; ANS REPEALING
SECTIONS 39-51-1106s 39-51-1107y AN® 39-51-1201 THROUGH
39-51-1203s _AND  39-51-1205 MCA;__ _REPEALING_ __SECTION
39-51-1204s _MCAs RETROACYIVELY: ANO PROVIDING A BETROACTIVE
EEFECTIVE DATE.™

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

NEW_SECTIONMe Section ls Definitions. As used in
{Title 39+ chapter 51y part 11Js the following definitions
apply:

(1) ™Computation date® mcans June 30 preceding the
caltendar year for which a covered employer®s contribution
rate is effectives

(2) “Cutoff date™ wmeans September 30 immediately
following the computation date.

{3) ™Deficit employer™ means a covered employer who

has established a record of accumulated benefits charged to
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his account in excess of his accumulated contributions paid
as of the cutoff date and has 3 minus experience factore

{4} ™Division™ means the employment security division
of the department of labor and industrye.

{5} ™Eligible employer™ wmeans a covered eaployer who
has:

(a) paid contributions during each of the 3 fiscal
years immediately preceding the computation date;

(b) with respect to such 3 fiscal yearsye filed ald
contribution reporis prescribed by the division;

(c) paid all contributions due with respect to the 3
fiscal years before the cutoff date of the rate year;

(d) established a record of accumulated contributions
in excess of benefits charged to his account; and

{e) achieved a plus experience factor.

(6} ™Fiscal year™ means the four consecutive calendar
quarters ending on June 30.

(7} "Governmental entities™ means the state or any
political subdivision of the state or an instrumentality of
the state or a political subdivisions including any
employing unit funded directly by tax ¥eviese

{8) *™Unrated employer™ means a covered employer who
has not paid contributions in each of the 3 fiscal years
impediately preceding the computation date or an employer

who has established a record of accumutated contributions in

-2 HB 190
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excess of benefits charged to his account but has not filed
all required payroll reports or paid contributions by the
cutoff date for L any of the quarters in the 3 fiscal years
immediately preceding the computation date.

NEM_SECTION. Seaction 2e¢ Extension of cutoff date. The
division may extend the cutoff date in meritorious caseses

NEY _SECTIION, Section 3« Treatment of ainer
irregularities in determination of eligible employer statuse.
For the purpose of determining if a covered employer is an
eligible employers delinquencies of a minor nature may be
disregarded - if it is shown to' the satisfaction of the
division that the covered esployer acted Iin good Ffaith and
that forfeiture of a reduced contribution rate because of
such minor delinquency would be inequitables

NEM _SECTION. Section 4. Rates of contributionse All
covered employerss except governmental entities and those
quatified and electing to make payments in tieu of
contributionss shall pay contributions at rates assigned
annually by the divisione

NEW _SECTION. Section S. Procedure for election to
make payments in lieu of contributionse (1) Any nonprofit
organization defined in 39-51-1103 or governmental entity
electing to become tiable for payments in lieu of
contributions must fite a written notice of its election

with the division not 1lYater than 30 days immediately

-3 HB 190

1o
1
12
13
14
15
16
17
18
19
20
21
22
23
24

25

HB 0190704

following the date of the determination of subjectivity to
[Titie 39¢ chapter S51]e This election shall be for a period
of not less than 2 yearsSe

{2) Any nonprofit organization defined in 39-51-1103
or governmental entity which has been paying contributions
for at least 2 taxable years may change to payments in lieu
of contributions by filing a written notice to that effect
with the division within 30 days before the beginning of the
taxable year for which the change is effective.

NEM _SECTION. Section 8. Computation of payments in
lieu of contributionse {1) Qualified employers electing to
make payments in lieu of contributions shall pay into the
fund an amount equivaltent to the full amount of regular
benefits plus one-hatf of the amount of extended benefits
paid to individuals based on wages paid by the employing
unite After December 31+ 1978+ governmental entities shall
pay the full amount of extended benefits.

t2) If benefits paid an individual are based on waqes
paid by both the employer and one or more other employers,
the amount payable by any one employer to the fund bears the
same ratio to total benefits paid to the individual as the
base period wages paid to the individua? by such employer
bear to the total amount of base period wages paid to the
individual by all his base period employerss

{3) If the base period wages of an individual include

4= HB 190
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wages from more than one such employery the amount to be
paid into the fund with respect to the benefits paid to the
individual shall be prorated among the liable employers in
propertion to the wages paid to the individual by each such
employer during the base period.

{#) The amount of payment required from employers
shall be ascertained by the division monthly and becomes due
and payable by the ewmployer quarterly as directed in [Title
394 chapter S51}. Penalty and interest for delinquency shall
he assessed such employers as specified in 39-51-130].

{5) A nonprofit organization which elects to wmake
payments in lieu of contributions into the unemployment
compensation fund is not liable to make such payments with
respect to the benefits paid to any individual whose base
pariod wages include wages for previously uncovered
servicesy as defined in 39-51-204(3}(c)» to the extaent that
tha unemployment compensation fund is reimbursed for such
benefits pursuant to section 121 of Public Law 94-56b6.

NEW_SECTIONs Section Te Termination of election to
make payments in lieu of contributions. (1} Any nonprofit
organization or qovernmental entity may terminate its
election to make payments in lieu of contributions after 2
years from the effective date of such election by filing a
written notice with the division not later than 30 days

prior to the beginning of the taxable year for which the
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termination is effective.

{2) 1f a nonprofit organization or governmental entity
is delinquent in making payments in lieu of contributionss
the division may terminate the election to make payments in
lieu of contributions as of the beginning of the next
taxable years and the termination is effective for that and
the next taxable year.

SECTION 8. SECTION 39-51-1108s. MCAe IS5 AMENQED YO

i

*39-51-1108. Amount of wages per employee subject to
contributiones 1] Payment of contributions shall apply only
to wages paid up to and including $4+200 by an employer to
an employee with ;espect to eaployment &urlng the calendar
years 1972y 19T73s 1974 and the first calendar quarter of
year 1975.

12) For the second calendar quarter of the calendar
year 1975 end-thereafter through the fourth calendar quarter
of _1977s the taxable wage base sheit-be-estabivshed for each
yecar besed--upon--the-reserve-pereent-of-totat-wages—or-the
amount-—of-~taxable--wage--base--9pecifiod--in--the-—Federat
dnemployment-Fax—Actv-whichever—to-hitgher 5 _3$4:800.

£3) Effective January 1s 1978e end-~thereafter—the
Feders}-Unemployment-Fax--Act-~provides--that~--contributions
shati--be--poid--on--wages--up--to--—and-including-46v8908-per

employees AND THEREAFIER THE TAXABLE WAGE BASE FOR_EACH YEAR

-6~ HB 190
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15562000
Reserve-Percent-----—--w-ocecmccre et — o m e Faxable-
of-Fotel-WHeges~~——>---e o e Haqge-Base
2eS0N-ond-BboYe - e e et mm e n s $4y268
T O e 4v490
L T e 4y690
tess-thon-2wBBf~ -~~~ cocmse e s n e 4v808

t43--for-—the--first--catendar--gusrter--of--3979=---
thecsafterg--the--taxable-—wage--haas--for-—each-year-is-the
greater-ofe

toi--the--syerage--ennuab--wdge--as--dsterpined-——under
33-53-226034@3--frounded-—to--the--nearest--$16683-—during=the
colendor-—year--ismediately-—oraceding--tha--most--crecentiy
coanisted--catendar-—year--tivexs-—the-calendar-year-3973-for
the-poyaent-ysar-12793s-or

th¥--the-apount-of-taxable -wsge-baae-specified-—in-—ths
Eaderat-tnespioywent-fax-Acta

283 =cfOR- - - FHE--FIRGF--EALENBAR--~QUARTER-—OF --1929--ANA
IHEREATTER ~FHE - FARABLE ~HAGE - —BASE-~FOR-~EAEH-—¥EAR-~}5--FHE
GBEATER-GF

£A3--00A-OF - FIHE-AVERAGE - ANNUAL -WAGE-AS-BEFERNINED -UNRER
19=-53-2201 423~ tRBYUNDBED = $G~~FHE-~NEARESF--$2803 == DURINS~FNE
EALENBAR-—YEAR- - EMMERTATELY - - PRECEGING--FHE--#O5F-—-RECENTLY
COMPLEFRR-~EACENDAR - ¥EAR—~{EnEuy—FHE-CALENBAR-YEAR-X9F3-FOR
IHE-LAYMENT-YEAR-1979¢-0R
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L83 FHE-AMOUNT -~OF ~FARABEE - WAGE-BASE-SPECIFIER-—FN--FHE
EEBERAK-UNENPLOYNENF-FAX-ACES"
NEW SECIIONs Section 9. Experience rating for

governmental entitiess (1) Governmental entities newly
covered under [Title 39y chapter 51] after December 31,
1974+ shall make payments for the period prior to July 1.
1977+ equal to 0O«4% of total waqes paid employees for
services in employment during the calendar quarter and for
the period after July ls 1977+ shall make payments at the
amedian rate.

(2) The rates of governmental entities who have
accumulated experience rating credits shall be adjusted
annually as follows with each governmental entity assigned 3
rate based upon:

{a) its benefit cost experiences to be arrived at by
dividing the total sum of benefits charged to the employer’s
account for alt past periods which are completed
transactions by Oecember 31 by total wages from date of
subjectivity of the employing unit through December 31; and

{b} the benefit cost for all past years of
governmental entities electing to pay contributions compar~d
with total payrolls reported for atl past years by thes-
governmental entities used as a medians with the rates sc
fixed wusing the median that the rates wills when applied tc

the total annual payroll for subject qovernmental aeantities,

8- HE 19C
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yield total paid contridbutions equaling approximately the
total benefit costse

{3) New governmental entities electing to pay
contributions shall be assigned the median rate for the year
in which they become subject.

{4) At no time may the minimum rate be less than 0.1%
or the maximum rate be greater than l.5% The rates are to
be graduated at one—-tenth intervalse

(5) In the event benefit charges exceed contributions
paid in the last 2 completed fiscal yearss governmental
entities® rates will be adjusted by increasing all rates to
the next higher schedule.

{6) The cowmputed rate is effective July 1 of each
yeare

HEW SECTI0ON. Section 10. Classification of esplovers
for experience rating purposes. (1) The division shall for
each calendar year «classify employers in accordance with
their actual experience in the payment of centributions and
with respect to benefits charged against their accountse
with contribution rates reflecting benefit experience. €ach
employer®*s rate for a calendar year shall be determined on
the basis of his record as of July 1 of the preceding
calendar yeare

(2} In making the classifications, each eligible anea

deficit employer®s contribution rate is determined in the
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manner set forth Dbelow for the calendar year 1980 and for
each calendar year thereafter:

{a} Each employer is given an “experience factor®
which is contributions paid minus benefits charged on each
employer®'s account since July 1es 1976y divided by his
average annual! taxable payroil rounded to the next lower
dollar amount for the 3 fiscal years immediately preceding
the computation datee The computation of the ®experience
factor® shall be to six decimal placese.

(b} Schedules shall be prepared listing all eligible
and deficit employers in inverse numerical order of their
experience factorse There shall be listgd on such schedules
for each employer in addition to the experience factor:

{iy the amount of his taxable payroll for the fiscal
year ending on the cowputation date; and

{ii} the cumulative total consisting of the sum of the
employert*s taxable payroll for the fiscal year ending on the
computation date and the corresponding taxable payrolis for
a1l other employers preceding him on the schedules.

{3) The cumulative taxoble payroll amounts Jlisted on
the schedules provided for in [section 14} shal!l be
segregated into groups that will yield approximately the
average tax rate according to the tax schedule assigned for
that particular taxable year. fach group shall be identified

by the rate c¢lass number Ulisted in the table which

-10- HE® 190
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represents the percentage limits of each group. Each
employer on the schedules is assigned that contribution rate
opposite his rate glass for the tax schedule In effect for
the taxable year.

(4) (a) EF the grouping of rate classes requires the
inclusion of exactly one-half of an employer®s taxable
payrolls the employer is assigned the lower of the two rates
designated for the two classes in which the halves of his
taxable payrol'l are 50 required.

{b} 1If the group of rate classes requires the
inclusion of a portion other than exactly cne-half of an
employer®s taxable payrolly the employer is assigned the
rate designated for the class in which the greater part of
his taxable payroll is so required,

{c} 1If one or more employers on the schedules have
experience factors identical to that of the last employer
included in a particular rate classe all such employers are
included in and assigned the contribution rate specified for
such classs notwithstanding the provisions of [section 10]).

(5) 1f the taxable payroll amount or the experience
factor or both such taxable payroll amount and experience
factor of any eligible or deficit employer Jlisted on the
schedulaes is changeds the employer is placed in that
position on the schedules which he would have occupied had

his taxable payroll amount or experience factor as changed

-11- HB 190

10
il
12
13
14
15
18
17
18
19
20
21
22
23
24

25

HE 0190/04

been used in determining his position in the first instances
but such change does not affect the position or rate
classification of any cother employer listed on the schedules
and does not affect the rate determination for previous
yearss

MEW_SECIIONs Section 1l Benefit payments chargeable
to employer experience rating accounts. Benefits paid prior
to June 30y with respect to benefit years commencing with
July 1ls 1976y and thereafter shalls as of June 30 of each
year preceding the caltendar year for which a covered
employer®s contribution rate is effectives be charged to the
account of the covered employers except cost reimbursement
and governmental employerss who paid the largest individual
amount of base period wages as shown on the determination
used as the basis for the payment of such benefitss After
June 30s 1979y no charge shall be made to the account of
such covered employer with respect to benefits paid under
the following situations:

(1) if paid to a worker who terminated his services
voluntarily without good cause attributable to such covered
employer or who had been discharged for wmisconduct in
connection with such services;

{2) if paid in accordance with the extended benefit
program triggered by either national or state indicatorse.

NEM _SECTIONs Section 12. Maintenance of experience

~12-~ H3 190
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rating recordse An experience rating record shall be
maintained for each covered employere The record is credited
with all contributions which the covered employer has paid
for covered employment prior to the cutoff date. The record
is also charged with the amount of benefits paid which are
chargeable to the covered eamaplioyer's account. Nothing in
this section grants any covered employer or individual in
his service a priority with respect to any <c¢laim or right
because of amounts paid by the covered employer into the
employment security fund.

NEW SECTION: Section 13« Experience rating record
voided when account idnactives HWhenever an employer whose
coverage has been terminated because he has ceased to do
business or becouse he has not covered employment for a
period of 3 vyearss becomes 3 covered employery he s
considered a new employer and he is not to be credited with
his previous experience for the purpose of computing any
future “experience factor™e.

NEW SECTION. Section 14. Schedule of rates assigned
based on trust fund reserves (1) The rate schedule for each
calendar year is assigned based upon the pereent-of-average
trust-fund-bolence-of RATIQ OF IHE TRUST FUND BALANCE AS__QF
DECEMBER 31 PRIOR 10 THE BRATE YEAR IO TOTAL WACES IN _COYEREQD
EMPLOYMENI__FOR the 12-month period prior to the computation

date to-totel-wages—-in--covered--employment--for--the--same
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pervod.

{2) Yhe ratio at the top of each tax schedule in the
tax table shown in {section 14] represents the minisum fund
level vrequired for a specific tax schedule to be in effecte.

{3) Employer rates are assigned in accord with the
rates provided in each schedule for eligibles unrateds and
deficit employerss based upon their experience as defined in
this sectiony EXCEPY THAT FOR CALENDAR YEAR 1979s THE_ _TAX
RATE SCHEGUAE ¥ XI__SHALL _BE APPLIED AS PROVIDED FOR XN
32-51=1202.

NHEM_SECIIONs Section 15« Rate schedules.

SCHEDULE DF COMNTRIBUTION RATES -- Part I

Schede Sched. Sched. Schede.
I 11 11t 1v
KMinimum Ratio of
Fund to Total Wages (.0475) {0425} {«037%) («0325)
Average Tax Rate 1.3 le5 1.7 1.9

Rate Class Contribution Rates For €Eligible Ewployers

1 Q.23 032 0.5% 0.7%
2 Qe 0.6 0.8 1.0
3 ) 0.9 lel 1e3
4 1.0 1.2 led le6
5 1.5 1.5 1.7 le9
6 lob 1.8 240 2e2
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Contribution Rates For
Unrated faployerss:: 2.1% 2.3% 2452 2.7%

Rate Class Contribution Rates For Deficit Employers

1 2423 Ze4X 245X 248%
2 2% 2eb 2.8 i.0
3 246 2.8 3.0 3.2
4 2.8 3.0 3.2 3.4
5 3.0 3.2 3% 3.6
6 3.2 3:§ Jeb 3.8

SCHEDULES OF CONTRIBUYION RATES -- Part IT
Sched. Sched. Sched. Sched. Scheds Sched. SLHEQS
v vI VIl vIIT Ix x ElL
(«0275) (0225} (-0175) {v835 {w0126

tvewe} fga2al

201231  A0075)  La0025)
2e1 23 2.5 2.7 2.9 l.1 3.3

Contribution Rates For Eligible Employers

De9X% lelX 1.3% 1.5% 1.7% 1.9% 2all
1e2 la% leb 1.8 2.0 2.2 2a8
1.5 1.7 1.9 2e1 243 245 2a1
1.8 2.0 242 2ok 2.6 Ze8 329
2.1 23 2.5 2.7 249 3.1 3l
~1%5- HB 170
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24 2eb 248 3.0 3e2 3.4 1ab
2T 2.9 3.1 3.3 3.5 3.7 3.9
Contribution Rates For Unrated Employers:
Ze9% el 3.32 3.5% 3.7% 3.9% 491%

Contribution Rates For Deficit Employers

3.0% 3.2% 34X 3.6% 3. 8% 4.0% 422%
3.2 3ob 3.6 3.8 4.0 4.2 L 7L ]
3.4 3.6 3.8 4.0 4a2 Ge4 4ab
3.6 3.8 4.0 4e2 hath Geh 426
3.8 4.0 4e2 heh Gob LX) 4206
40 402 4ot Gk Gt &b 420
HEW_SECTIONs Section 1l6s Procedures for the

substitutions wmergere or acquisition of an employer account
by & successor employing unite (1) Subject to the provisions
of subsection (3)+ whenever any individual or organization
{whether or .not a covered employer) in any manner succeeds
to or acquires all or substantially all of the business of
an employer who at the time of acquisition was a covered
employer and whenever in respect to whom the division finds
that the business of the predecessor is continued solely hy
the successor:

{a) the separate account and the actual contributions

benefity and taxable payroll experience of the predecessor
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shalls upon the joint application of the predecessor and the
successor within 90 days after such acquisition and approval
by the divisions be transferred to the successor employer
for the purpose of determining the successor®s liability and
rate of contribution; and

(b) any successor who was not an employer on the date
of acquisition becomes a covered employer as of such date.

(2) When:ver any individual or organization (whether
or not a covered employer} in any wmanner succeeds to or
acquires part of the business of an employer whe at the time
of acquisition was a covered eomployer and whenever such
portion of the business is continued by the successor:

{a) so much of the separate account and the actual
contributions benefits and taxable payroll experience of the
predecessor as is attributable to the portion of the
business transferredy as determined on a pro rata basis in
the same ratic that the wages of covered employees properly
allocable to the transferred portion of the business bears
to the payroll of the predecessor in the ¥ast four completed
calendar quarters inmediately preceding the date of
transferes shalle upon the joint applicotion of the
predecessor and the successor within 90 days after such
acquisition and approval by the divisions be transferred to
the successor employer for the purpose of determining the

successor®s liability and rate of contribution; and
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{b) any successor who was not an employer on the date
of acquisition becomes a covered employer as of such datee.

{3} {a) The 90-day period may be extended at the
discretion of the division.

(b} Whenever & predecessor covered employer has a
deficit experience rating account as of the last computation
dates the transfer provided for in subsections (1) and (2)
is mandatory except when it is shown by substantial evidence
that the management or ownership or both the management and
ownership are not substantially the same for the successor
as for the predecessors in which case the successor shall
begin with the rate of a new enp\oypr- Whenever such
mandatory transfer iInvolves onty a portion of the experience
rating record and the predecessor or successor amployers
fail to supply the required payroll information within 10
days after notices the transfer shall be based on estimates
of the applicable payrolls.

(%) f{a) If the successor was a covered employer prior

to the date of the acquisition of all or a part of the

predecessor®s businesss his rate of contributione effective

the first day of the calendar year immediately following the
date of acquisitione is based on the combined experience of
the predecessor and successor.

{by If the successbr was not a covered empioyer prior

to the date of the acquisition of al'l or a part of the
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predecessor®s businesss his rate is the rate applicable to
the predecessor with respect to the pericd ismediately
preceding the date of acquisitions but if there were wmore
than one predecessores the successor®s rate shall be a newly
computed rate based on the combined experience of the
predecessorss becoming effective immediately after the date
of acqulisition and remaining in effect for the balance of
the rate year.

Section 17« Section 39-51-40ls MCAy is amended to
reads

*39-51-40le Unemployment cémpensation  account -~
establishment and contro'e There is hereby established
separate and apart from 31t public money or funds of this
state an account in the agency fund known as the
unampl oyment compensation accounty which shalt be
administered by the division exclusively for the purposes of
this chapter. Any reference to the unemployment compensation
fund in this code shall be taken to mean the unemsployment
compensation account in the agency funds All money in the
account shall be mingled and undivideds This account shall
consist of:

{1) all contributions collected under this chapters
inclusive of voluntary contributions as provided in
{87-109{c){%)s ReCeMe 194T)s and payments made iIn lieu of

contributions as provided in 39-51-1i66¢2%-and-$3¢ {sections
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S_tbrough_1J];

{2) interest earned upon any money in the account}

{3) any property or securities acquired through the
use of money belonging to the account;

(4) all earnings of such property or securities; and

{5} all money credited to this state's account in the
unemployment trust fund pursuant to section 903 of the
Social Security Acte as amended.®

Section 18. Section 39-51-1103s MCAy is amended to
read:

*39-51-1103. Contributions by employers required --
payments in lieu thereof authorized for certain employers.
{1) Contributions shall accrue and become payable by each
employer for each calendar year in which he is subject to
this chapter with respect to wages, as defined in
39-51-201{19)y palid for employments as defiped in this
chaptery occurring during such calendar yeare.

{2) Such contributions shall become due and be paid by
each employer to the division for the fund in accordance
Mith such regulations as the division may prescribe and
shall not be deducted in whole or in part from the wages of
individuals in his employ.

{3) 1In the payment of any contributionss a fractional
part of a cent shall be disregarded unless it amounts to

one-nalf cent or mores in which case it shall be increased
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to 1 cente.

{4) +te¥ Nonprofit organizations defined in section
501{c){3) of the federal Internal Revenue Code and which are
exempt from tax under section 501{a) of such code may elect
to make payments in lieu of contributions.

tby--A-group-of-nonprofit-orqanizetions-may-etecty-with
the—-approvat--of-—the--divistony-—to-—-act--as--o--group--in
fotfitting--the--requirements—-of-—-39-51-1106t1}--or-of-this
chapters

(5} The state and its political subdivisionsy
effective January 1y 1977s for-the-rete-yenr-as-defined-in
39-54-1106¢33y may elect to make payments in ‘lieu of
contributions or pay under a special contributions plan
established for governmental entities only.™

Section 19. Section 39-51-1301s MCAs is amended to
raead:

#39-51-130l. Penalty and interest on past-due
contributionss (1} Contribution reports not made and fited
on the date on which they are dues as provided by
subsections (1) and {2} of 39-51-1103 and-subsection-tE¥y--of
39-53-13186+ shall be subject to a penalty assessment of $10,
Contributions wunpaid on the date on which thecy are due and
payabley as provided by subsections (1) and {2) of
39-51-1103 and subsection--t2)--of-39-5i-1106 [section &)

shall be subject to a penalty assessment of 810 or 10% of
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the contribution duey whichever is greaters and shall bear
interest at the rate of 1% per month or fraction thereof.

{2) Interest and penalty collected pursuant to this
section shall be paid into the unemployment compensation
adeinistration fund.

{3) When failure to pay contributions in time and
before delinquency was not caused by willful intent of the
employer and for good cause showne the division may abate
the penalty for late fiting or 1late payament or botha
Interest shal'l not be subject to abatement.™

Section 20. Codificatione. It Is intended that sections
1 through 15 of this act be codified as an integral part of
Title 3%s chapter 51y part 21s and the provisions of Title
37¢ chapter 5ls apply to sections 1 through 15 of this acte

Section 2ls Repealer. Sections 39-51-1106y 39-51-1107,
and 39-51-1201 through 33-51-1203s AND 39-51-1205s MCA, are
repealed. SECIION_239-51-1204s MCAs IS5 REPEALED RETROACIIVE
JO_JANDARY L2 19724

SECYION 22. EEERCTEVE ~ QATE  _ AND  REYRDACYIVE
APPLICATION, _SECYION 32-531-11Q8, _MCA, IS5 EEEECTIVE _UPON
BASSAGE _AND APPROYAL AND SHALL BE CONSIDERED TO APPLY AS QF
JANUARY 19 13724

-End-
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HOUSE BILL NOe. 190

INTRODUCED BY HARPERs PORTER

BY REQUEST OF THE ODEPARTMENT 0f LABOR AND INDUSTRY

A BILL FOR AN ACT ENTITLED: AN ACT 70 REVISE THE

UNEMPLOYMENT COMPENSATION LAWS RELATING TO THE TAXABIE _WAGE

BASEs EMPLOYER CONTRIBUTIGNS: ANO EMPLOYER CLASSIFICATION

AND EXPERIENCE RATING3 AMENDING SECTIGNS 39-51-4014

39-51-1103s 39-51-1108e¢ AND 39-51-1301y MCA; AND REPEALING

SECTIONS 39-51-1106s 39-51-1107y AMD 39-51-1201 THROUGH

39=51-1203s _AND 39-51-1205, MCAs; _ REPEALING  SECTION

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
NEW SECTION, Section le
[Title 39,

Definitionse _As used in

chapter 51y part 11]s the following definitions
applys:

(1) “Computation date™ wmeans June 230 preceding the
calendar year for which a covered employer®'s contribution
rate is effective.

{2y ™Cutoff date® means September 30 immediately

following the computation datea
(3) "peficit employer®™

means a covered employer who

has established a record of accumulated benefits charged to
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his account in excess of his accumulated contributions paid

as of the cutoff date and has a sinus experience factore

(4) "Division® weans the employment security division
of the department of labor and industry.

{S) ®"Eligible employer® wmeans a covered employer who
has:

{3} paid contributions during each of the 3 fiscal
years immediately preceding the computation date;

(b) with respect to2 such 3 fiscal yearse filed all
contribution reports prescribed by the division;

{c} paid all contributions due with respect to the 3
fiscal years before the cutoff date of the rate year;

{d) established a record of accumulated contributions
in excess of benefits charged to his account; and
{e) achieved a plus experience factore.

(6} ™Fiscal year™ means the four consecutive calendar
quarters ending on June 30.

(7) “Governmental entities® seans the state or any

political subdivision of the state or an instrumentality of

the state or a political subdivisions Iincluding any

employing unjit funded directly by tax levies.
(8) "Unrated employer®™ means a

covered employer who

has not paid contridbutions in each of the 3 fiscal years

immediately preceding the computation date or an ewmployer

who has established a record of accumulated contributions in

HB 190

Conference Compittee Report
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excess of benefits charged to his account but has not filed
all required payroll reports or paid contributions by the
cuteff date for any of the quarters in the 3 fiscal years
immediately preceding the computation date.

MEM SECTIOH, Section 2. Extension of cutoff date. The
division may extend the cutoff date In meritorious cases.

NEM SELTION. Section 3. Treatment of minor
trregularities in determination of eligible employer statuse
For the purpose of determining if a covered emnloyer is an
eligible employers delinquencies of a minor nature wmay be
disregardcd- if It s shown to the satisfaction of the
division that the covered employer acted In good faith and
that forfeiture of a reduced contribution rate because of
such minor delinquancy would be inequitables

NER SECTIONe Section 4. Rates of contributionse All
covered employerss except governsental entities and those
quatified and electing to make paysents in Tieu of
contributionses shall pay contributions at rates assigned
annually by the divislone

MEM SECIIONe Section S. Procedure for election to
make paysents In 1leu of contributions. (1) Any nonprofit
organization defined in 39-51-1103 or governsental entity
electing to become liable for payments in lieu of
contributions must fite a written notice of Its election

with the division not Jlater than 30 days immediately
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following the date of the determination of subjectivity to
{Title 39y chapter 51)e This election shall be for a period
of not less than Z years.

{2} Any nonprofit organization defined in 39-51-1123
or governmental entity which has been paying contributions
for at least Z taxable years may change to payments in liea
of contributions by filing a written notice to that effect
with the division within 30 days before the beginning of the
taxable year for which the change is effective.

NEM SECTION. Section 6. Computation of payments in
lieu of contributionss (L)} Qualified employers electing to
make payments in lieu of contributions shall pay into the
fund an awsount equivalent to the full amount of regular
benefits plus one-half of the amount of extended benefits
paid to individuals based on wages paid by the employing
unite After December 31y 1978y governmental entities shall
pay the full amount of extended benefitse.

{2) 1If benefits paid an individual are based on wages
paid by both the employer and one or more other employers:y
the amount payabie by any one employer to the fund bears the
same ratio to total benefits paid to the individual as the
base period wages paid to the individual by such employer
bear to the total amount of base period wages paid to the
individual by a1l his base period employerse

(3) 1If the base period wages of an individual include
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wages from more than one such employers the amount to be
paid into the fund with respect to the benefits pald te the
individual shall be prorated among the liable employers in
proportion to the wages paid to the individual by each such
employer during the base periods

(4) The amount of payment required from employers
shall be ascertained by the division sonthly and becomes due
and payable by the employer quarterly as directed Iin [Title
39+ chapter 51]e Penalty and interest for delinquency shall
be assessed such employers as specified in 39-51-1301.

{5) A nonprofit organization which elects to make
payments in lieu of contributions Into the unemployment
compensation fund is not liable to make such payments with
respect to the benefits paid to any individual whose base
period wages include wages for previously uncovered
servicesy as defined in 39-51-204(3)(c)s to the extent that
the unemployment compensation fund is reimbursed for such
benefits pursuant to section 121 of Public Law 94-566.

NEW SECYION, Section Te Teramination of election to
make payments in lieu of contributionse (1) Any nonprofit
organization or governmental entity may terminate its
election to make payments in lieu of contributions after 2
years from +the effectlve date of such election by filing a
written notice with the division not later than 30 days

prior to the beginning of the taxable year for which the
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termination is effective.

{2) If a nonprofit organization or governmental entity
is delinquent in making payments in lleu of contributionss
the division may terminate the election to make payments in
lieu of contributions as of the beginning of the next
taxable vyears and the termination is effective for that and
the next taxable yeare

SECYION B8a SECTION 39-53i-1108as MCAs IS AMENOED 7JQ
READ:

®39-~51-1108., Amount of wages per employee subject to
contributions [l) Payment of contributions shall apply only
to wages paid up to and including $4,200 by an employer to
an employee with respect to employment during the calendar
years 1972y 1973y 1974s and the first calendar quarter of
year 1975.

12} For the second calendar quarter of the calendar
year 1975 end-thereafeer through the fourth calepdar guarter
of 1971s the taxable wage base she¥t-be—establtished for each
year besed--upon—-the-reserve-percent—of-totel-wages-or—the
amount——of--taxebdie-—-wage—-bease-——specified—in-—the--Federad
Ynemptoyment-Fox-Actv-whicheaver—ts-higher |5 $4+800.

13} Effective January 1le 1978y end——-thereafter—the
Federol-dnemployment—Fex——Act—-provides——thet——contributions
shat-—be--peid-—-on—woqes—up-——to-—snd-inciuding-$6y0868-per

emptoyeew AND THEREAFTER IME TAXABLE WAGE BASE FOR EACH YEAR

-6- H8 190
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SHALL BE 314500

Reserve-fercent—— — e e e Foxabie—
of-Fotet-Hegeg————————— - —mer— oo e e —Hege-tease
2v50%-and-above——— e e e e e —— 54y 268
2eES—to—2v 4PN ~4&v408
2¢88-to-2vZ4k —————————biv 668
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-

EEQERAL—UNENPLEYMENT-FAX—RCTn"

NEM SECTION. Section 9. Experience rating for
governmental entitieses (1) Governmeatal entities newly
covered under [Title 39y chapter 51} after December 31,
1974y shall make payments for the period prior to July 1s
1977y equal to 04X of tota)l wagqges paid employees for
services in employment during the calendar quarter and for
the period after July 1, 1977y shall make payments at the
median rate.

{2) The rates of goveramental entities who have
accumul ated experience rating credits shall be adjusted

annually as follows with each governmental entity assigned a

~B- HB 190
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rate based upon:

(a) its benefit cost experiences to be arrived at by
dividing the total sum of benefits charged to the employer’s
account for all past periods which are complteted
transactions by December 31 by total wages from date of
subjectivity of the employing unit through December 31; and

{b) the benefit cast for all past years of
governmental entities electing to pay contributicons compared
witih total payrolls reported for al'l past years by these
governmental entities wused as a3 medians, with the rates so
fixed using the median that the rates wills when applied 1o
the +total annual payroll for subject governmental entitiesy
yie1ﬁ total paid contributions equaling approximately the
total benefit costsa

(3) New governmental entities electing to pay
contributions shall be assigned the median rate for the year
in which they become sub ject.

{4) At no time may the minimum rate be less than 0O.l1%
or the maximum rate be greater than l«5%s The rates are to
be graduated at one—tenth intervals.

(5) In the event benefit charges exceed contributions
paid in the last 2 completed fiscal yearsy goveramental
entities' rates will be adjusted by increasing all rates to
the next higher schedules

(5} The computed rate is effective July 1 of each
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years

NEW SECTI0ON. Section 10. Classification of employers
for experience rating purposese. (1) The division shall for
each calendar year classify employers in accordance with
their actual experience in the payment of contributions and
with respect to benefits charged against their accountss
with contribution rates reflecting benefit experience. Each
employer®s rate for a calendar year shall be determined on
the basis of his record as of July 1 of the preceding
calendar yeare.

(2} In making the classificationy each eligible and
deficit employer®s contribution rate is determined in the
manner set forth below for the calendar year 1980 and for
each calendar year thereafter:

{3a) Each employer Is given an “experience factor®
which is contributions paid minus benefits charged on each
employer®s account since July 1y 1976y divided by his
average annual taxable payroll rounded to the next lower
dollar amount for the 3 fiscal years immediately preceding
the computation date. The computapion of the ™experience
factor®™ shall be to six decimal places.

(b) Schedules shall be prepared listing all eligible
and deficit employers in Inverse numerical order of their
experience factorse There shall be listed on such schedules

for each employer in addition to the experience factor:
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{i) the amount of hls taxable payroll for the fiscal
year ending on the computation date; and

{ii) the cumylative total consisting of the sum of the
employer®s taxable payroll for the fiscal year ending on the
computation date and the corresponding taxable payrolls for
all other employers preceding him on the schedules.

{3} The cumulative taxable payroll amounts listed on
the schedules provided for in [section $4] shall be
segregated into groups that will yield approxisately the
average tax rate according to the tax schedule assigned for
that particular taxable year. Each 'group shall be identified
by the rate class number listed In the table which
represents the percentage limits of each groupe Each
employer on the schedules is assigned that contribution rate
opposite his rate class for the tax schedule in effect for
the taxable year.

(4) (a) If the grouping of rate classes requires the
inclusion of exactly one-half of an employer®s taxable
payrolls the employer is assigned the lower of the two rates
designated for the two classes in which the halves of his
taxable payroll are so required.

{by If the group of rate <classes requires the
inclusion of a portion other than exactly one-half of an
employer®*s taxable payrolls the employer is assigned the

rate designated for the class in which the greater part of
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his taxable payroll is so required.

{c) If one or more employers on the schedules have
experience factors identical to that of the last employer
Included in a particular rate classy all such employers are
included in and assigned the contribution rate specified for
such classy notwithstanding the provisions of [section 10]e

{5} If the +taxable payroll amount or the experience
factor or both such taxable payroll amount and experience
factor of any eligibte or deficit employer listed on the
schedules is changedsy the employer is placed in that
position on the schedules which he would have occupied had
his taxable payroll amount or experience factor as changed
been used in determining his position in the first instances
but such change does not affect the position or rate
classification of any other employer listed on the schedules
and does not affect the rate determination for previous
yearse.

NEM SECIIDN. Section 1l Benefit payments chargeable
to employer experience rating accounts. Benefits paid prior
to June 30y with respect to benefit years commencing with
July 1y 19764 and thereafter shally as of June 30 of each
year preceding the calendar vyear for which a covered
employer®s contribution rate is effectives be charged to the
account of the covered employers except cost reimbursement

and governmental employerss who paid the largest individual
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amount of base period wages as shown on the determination
used as the basis for the payment of such benefits. After
June 30y 1979+ no charge shall be made to the account of
such covered employer with respect to benefits paid under
the foliowing situations:

{1) if paid to a worker who terminated his services
voluntarily without good cause attributable to such covered
employer or who had been discharged for misconduct in
connection with such services;

(2} if paid in accordance with the extended benefit
program triggered by either natlonal or state indicators.

NEX SECTIONes Section 12« Maintenance of experience
rating recordss An experience rating record shall be
maintained for each covered employere The record is credited
with all contributions which the covered employer has paid
for covered employment prior to the cutoff date. The record
is also charged with the amount of benefits paid which are
chargeable to the covered employer's accounte Nothing in
this section grants any covered employer or individual in
his service a priority with respect to any claia or right
because of amounts paid by the covered employer into the
employment security funde

NEW SECTIONe Section 13e. Experience rating record
voided when account inactives Whenever an employer whose

coverage has been terminated because he has ceased to do
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business or because he has not covered eamployment for a2
period of 3 yearss becomes a covered employery he is
considered a newx employer and he is not to be credited with
his previous experience for the purpose of computing any
future “experience factor™.

NEHW SECTION, Section l4e Schedule of rates assigned
based on trust fund reservee. (1) The rate schedule for each
calendar year is assigned based upon the percent-of——-average
trust-—Ffund-batence—of RATIO OF THE TRUST FUND BALANCE AS OF
AECEMBER 31 PRIOR TO THE RATE YEAR TO TOTAL MWAGES IN COVWFRED
EMPLOYMENT FOR the 12-month period prior to the computation
dates EXCEPTY THAT A RECOMPUTATION BASED ON THE APRIL ) TRUST
EUND BALANCE MWIIL BE MADE EACH YEAR ANOs TIF THE RECOMPUTED
BATIO RESULTS IN AN INCREASE OF 24X OR  MOREs ALL EMPLOYFR
BATES _MILL INCRFASE o232 BEGINNING JULY 1 FOR THE REMAINDER
OF THE YEAR to-totel-wages—in—cevered-—enploysent—Ffor—the
sane-period.

(2) The ratio at the top of each tax schedule in the
tax table shown in [section 14] represents the minimum fund
level required for a specific tax schedule to be in effect.

(3) Employer rates are assigned in accord with the
rates provided Iin each schedule for eligibles unrateds and
deficit employerss based upon their experience as defined in
this sections EXLEPT THAT FOR CALENDAR YEAR 1979s THE TAX
SATE SCHFOULE £ 2% X SHALL BE APPLIED AS PROYVIDED FOR IN

-14- HB 190
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NEM _SECTION, Section 15« Rate schedules.
SCHEDULE. OF CONTRIBUYION RATES -- Part I

Sched. Schedas Schede

1

Minisum Ratio of

11

III

0190/05

Schede

Iv

Fund to Total Wages {wB4¥5)———{v8425)——tv83¥54——tw0325)

Average Tax Rate 1e3 1.5 1.7 1.9

Rate Class Contribution Raées fFor Eligible Eamployers
1 Oe2% 0.3% 0.5% CeT%
2 Dot 0.6 D.8 1.0
3 0.7 0.9 lel te3
& 1.0 le2 le# le6
H 1.3 l.5 17 1.9
& l1a6 le8 240 2e2
T 1.9 2.1 2.3 Ze5

Contribution Rates For

Unrated Employers: 21X 2432 2e5% 2«TX

Rate Class Contribution
1 2.2%
2 2ol
—15-

Rates For Deficit Employers

Z2e 4%

2e6

2a5%

28

28X

3.0
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3 2e6 2.8 3.0

4 248 3.0 3.2

5 3.0 3.2 3e4

] 3.2 3.4 3e6
SCHEDULES OF CONTRIBUTION RATES -— Part II

Scheds Schede Sched. Schede Schede Schede

v vI VI VIII X X

SEHEDRs

.53

w2754 {tv0R225F— w85 ) — twb15——{vii2S———tverr) fyyyEd

=223y x0835) {=00233
1201203 (201103 {20095) (20075} {20023  (sess)

2.1 2.3 25 2e7 2«9 3.1 33
Contribution Rates For Eligible Employers
Ca 9% lelX 132 le5% le7X le9% Exik
1.2 14 1.6 1.8 2.0 2.2 2x%
le5 1.7 le9 2e1 2e3 Z2e5 2x3
l.8 20 2e2 2ak 2eb 2.8 3w8
2el 243 245 27 249 3.l Su3
2% 206 Za8 3.0 3a2 34 =1 43
2aT 249 3.1 3.3 345 37 293
Contribution Rates For Unrated Employers:
2.9% 3.1% 3.3% 3.5% 3.7% 392 Swkik
Contribution Rates For Deficit Employers
—16- HB 150
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3.0% 2e2% 34X 3e6% 3e8X 4e0% Sx?¥
3.2 3e4 3.6 3.8 4.0 hal Sxb
3.4 3.6 3.8 4«0 4e2 heok Lo <]
3.6 3.8 4.0 4a2 Ged4 4ot w6
3.8 4.0 4e2 Gad Gt hab Syb
440 4.2 4ot 4ot Qo4 bt sub
MNEMW SECTION. Section 16. Procedures for the

substitutions, mergery or acquisition of an employer account
by a successor employing unite (1) Subject to the provisions
of subsection {3)s whenever any Individual or organization
(whether or not a covered employer} in any m2nner succeeds
to or acquires all or substantially all of the business of
an employer who at the time of acquisition was a covered
employer and whenever in respect to whom the division finds
that the business of the predecessor is continued solely-by
the successor:

{a) the separate account and the actual contributions
benefity and taxable payroll expertence of the predecessor
shally upon the joint application of the predecessor and the
successor within 90 days after such acgquisition and approval
by the divisiony be transferred to the successor employer
for the purpose of deteraining the successor®s tlhabitity and
rate of contribution; and

{b} any successor who was not an employer on the date

of acquisition becomes a covered employer as of such date.

-17- HB 1%0

1o

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

HB 0190705

{2) whenever any individual or organization (whether
or not a covered employer) in any manner succeeds to or
acquires part of the business of an employer who at the time
of acquisition was a covered employer and whepever such
portion of the business is continued by the successor:

{a) so much of the separate account and the actual
contributiony benefity and taxable payroll experience of the
predecessor as is attributable to the portioa of the
business transferredy as determined on a pro rata basis in
the same ratio that the wages of covered employees properly
allocable to the transferred portion of the business bears
to the payroll of the predecessor in the last four completed
calendar quarters immedi ately preceding the date of
transfery shally wupon the joint application of the
predecessor and the successor within 90 days after such
acquisition and approval by the divisions be transferred to
the successor employer for the purpose of determining the
successor®s liablility and rate of contribution; and

(b} any successor who was not an employer on the date
of acquisition becomes a covered employer as of such date.

{3) (a) The %0-day period ;ay be extended at the
discretion of the divisions

(b} Whenever a predecessor covered employer has a
deficit experience rating account as of the last computation

datey the transfer provided for in subsections [1} and (2}
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is mandatory except when It is shown by substantial evidence
that the management or ownership or both the management and
ownership are not substantially the same for the successor
as for the predecessory in which case the successor shall
begin with the rate of a new employer. Whenever such
mandatory transfer involves only a portion of the experience
rating record and the predecessor or successor esployers
fail to supply the required payroll Information within 10
days after notlices the transfer shall be based on estimates
of the applicable payrollise

(#) (a) If the successor was a covered employer prior
to the date of the acquisition of all or & part of the
predecessor®s businesss his rate of contributions effective
the first day of the calendar year immediately folliowing the
date of acquisitions is based on the combined experience of
the predecessor and successores

{b) If the successor was not a3 covered employer prior
to the date of the acquislition of all or & part of the
predecessor®s businesss his rate is the rate applicable to
the predecessor with respect to the period immediately
preceding the date of acquisitiony but If there were wmore
than one predecessors the successor®s rate shall be a newly
computed rate based on the combined experience of the
predecessorsy becoming effective immediately after the date

of acquisition and remaining in =2ffect for the balance of
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the rate year.

Section 1Te Section 39-51-401s¢ MCAs is amended to

"39-51-401. Unemployment compensation account -
establishment and controls There 1is hereby established
separate and apart from all public money or funds of this
state an account in the agency fund known as the
unemployment compensation accounts which shall be
adsinistered by the division exclusively for the purposes of
this chapters Any reference to the uneamployment compensation
fund in this code shall be taken to mean the unemployment
compensation account In the agency funde A1l money in the
account shall be mingled and undivideds. This account shall
consist of:

(1} all contributions collected wunder this chaptery
inclusive of voluntary contributions as provided in
[8T-109(c)(4)}s RaleMs 1947]e and payments made in lieu of
contributions as provided in 39-5i-3ie6¢2y-end-+3% [sections
3. through 1];

(2) interest earned upon any money in the account;

{3) any property or securities acquired through the
use of wmoney belonging to the account;

{4) all earnings of such property or securities; and

(5) a1l money credited to this state®s account in the

unemployment trust fund pursuant +to section 903 of the
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Social Security Acty as amended."

Section 18. Section 39-51-1103s MCAey is amended to
read:

®39-51-1103« Contributions by employers required --
payments in lieu thereof authorized for certain employers.
{1} Contributions shall accrue and become payable by each
employer for each calendar year in which he is subject to
this chapter with respect to wagess as defined in
39-51-201(19)s paid for employmenty as defined Iin this
chaptery occurring during such calendar year.

(2} Such contributions shall become due and be paid by
each employer to the division for the fund in accordance
with such regulations as the division may prescribe and
shall not be deducted in whole or in part from the wages of
individuals in his employe.

13) In the payment of any contributionss a fractlonal
part of a cent shall be disregarded unless it amounts to
one-half cent or morey in which case it shall be increased
to 1 centas

4y +a¥ Nonprofit organizations defined in sectlon
501fc){3) of the federal Internal Revenue Code and which are
exempt from tax under section 50l(a} of such code may elect
to make payments in liev of contributions.

1dr—~A—group-of-nonprofit-organizetions-may-etecty—with

the——approvel-——of--the--divisiony-——to-—act--as--g--groap-—in
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futfitiing-—the—-requirements——of--39-51-1106¢t1 - —or-of—this
ehepters

{5) The state and its political subdivisionss
effective January 1y 1977y for-the-rate—yeasr—es—defined—in
39-51-4396¢t3yy may elect to make payeents in lieu of
contributions or pay wunder a special contributions plan
established for governmental entities only."

Section 19. Section 39-51-1301y MCAy is amended to
read:

"39-51-1301. Penalty and interest on past—due
contributionss {1} Contribution reports not made and filed
on the date on which they are dues as provided by
subsections {1) and (2} of 39-51-1103 and-subsection—{2}—of
39~54-#16864 shall De subject to a penalty assessment of $10.
Contributions wunpaid on the date on which they are due and
payables 2as provided by subsections (1) and 12) of
39-51-1103 and swohsection——¢{2y-—of-39-51-2386 Isection 6]y
shall be subject to a penalty assessment of $10 or 10X of
the contridbution duey whichever is greatere and shall bear
interest at the rate of 1X per month or fraction thereof.

{2] Interest and penalty collected pursuant to this
section shall be paid into the unemployment compensation
adainlstration funde

(3} When failure to pay contributions in time and

before delinguency was not caused by willful intent of the
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employer and for good cause showne the division wmay abate
the penalty for 1late filing or late‘ payment or bothe
Interest shall not be subject to abatement.™

Section 20. Codification. It is intended that sections
1 through 5 71 AND 9 THROUGH 1§ of this act be codified as
an integral part of Title 39+ chapter 51y part 2le and the
provisions of Title 394 chapter 51y apply to sections 1
through #5 T _AND 9 THROUGH 16 of this acte

Section 21, Aepealer. Sections 39-51-1106s 39-51-1107»
and 39-51-1201 through 3%=%51-1203« ARD 39-51-1205¢ MCAs are
repealede SELTIDN 39-51-1204e MCAs 1S REPEALED RETROACTIYE
I0_JANUARY 1 1979e

SELTION 224 EFFECTIVE. ~ QATE  AND  BETROACTIVE
APPLICAYION, . SECTION 39-51-1108s MCAs IS EFFECTIVE UPON

PASSAGE _ANj APPROVAL AMD SHALL BE CONSIDERED TO APPLY AS QOF
JANUARY 15 19794

-End-
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