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FEBRUARY 5, 1993 

MARCH 13, 1993 

MARCH 20, 1993 

MARCH 22, 1993 

MARCH 25, 1993 

MARCH 26, 1993 

MARCH 26, 1993 

APRIL 12, 1993 

APRIL 13, 1993 

APRIL 14, 1993 

HOUSE BILL NO. 504 

INTRODUCED BY BENEDICT 
BY REQUEST OF THE JOINT SELECT 

COMMITTEE ON WORKERS' COMPENSATION 

IN THE HOUSE 

INTRODUCED AND REFERRED TO SELECT 
COMMITTEE ON WORKERS' COMPENSATION. 

FIRST READING. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

ON MOTION, REREFERRED TO COMMITTEE 
ON LABOR & EMPLOYMENT RELATIONS. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO PASS. 

ON MOTION, RULES SUSPENDED TO ALLOW 
THIRD READING THIS DAY. 

THIRD READING, PASSED. 
AYES, 49; NOES, 46. 

TRANSMITTED TO SENATE. 

ENGROSSING REPORT. 

IN THE SENATE 

INTRODUCED AND REFERRED TO SELECT 
COMMITTEE ON WORKERS' COMPENSATION. 

FIRST READING. 

COMMITTEE RECOMMEND BILL BE 
CONCURRED IN AS AMENDED. REPORT 
ADOPTED. 

SECOND READING, CONCURRED IN AS 
AMENDED. 

THIRD READING, CONCURRED IN. 



APRIL 15, 1993 

APRIL 20, 1993 

APRIL 22, 1993 

APRIL 22, 1993 

APRIL 24, 1993 

APRIL 24, 1993 

APRIL 24, 1993 

AYES, 28; NOES, 21. 

RETURNED TO HOUSE WITH AMENDMENTS. 

IN THE HOUSE 

SECOND READING, AMENDMENTS NOT 
CONCURRED IN. 

ON MOTION, CONFERENCE COMMITTEE 
REQUESTED AND APPOINTED. 

IN THE SENATE 

ON MOTION, CONFERENCE COMMITTEE 
REQUESTED AND APPOINTED. 

IN THE HOUSE 

ON MOTION, CONFERENCE COMMITTEE 
DISSOLVED. 

ON MOTION, FREE CONFERENCE COMMITTEE 
REQUESTED AND APPOINTED. 

IN THE SENATE 

ON MOTION, CONFERENCE COMMITTEE 
DISSOLVED. 

ON MOTION, FREE CONFERENCE COMMITTEE 
REQUESTED AND APPOINTED. 

IN THE HOUSE 

SECOND READING, FREE CONFERENCE 
COMMITTEE REPORT ADOPTED. 

THIRD READING, FREE CONFERENCE 
COMMITTEE REPORT ADOPTED. 

IN THE SENATE 

FREE CONFERENCE 
COMMITTEE REPORT ADOPTED. 

IN THE HOUSE 

SENT TO ENROLLING. 

REPORTED CORRECTLY ENROLLED. 
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Uo vlf. BILL NO. -5lli... 
INTRODUCED BY ~ EllPJ,a= 

BY REQUEST OF TBE JOINT SELECT 

COHIUTTEE ON WORKERS' COMPENSATION 

A BILL FOR AN ACT ENTITLED: "AN ACT INCREASING THE EMPLOYER 

PAYROLL TAX TO 1 PERCENT AND IMPOSING A 1 PERCENT EHPLOYEE 

WAGE TAX; DIRECTING THAT TBE TAX PROCEEDS BE USED TO 

ELIMINATE THE STATE FUND'S OLD FUND UNFUNDED LIABILITY; 

AMENDING SECTIONS 39-71-2351, 39-71-2501, 39-71-2502, 

39-71-2503, AND 39-71-2504, MCA; AND PROVIDING AN IMltEDIATE 

EFFECTIVE DATE AND AN APPLICABILITY DATE." 

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

Section 1. Section 39-71-2351, MCA, is amended to read: 

"39-71-2351. Purpose of separation of state fund 

liability as of July l, 1990, and of separate funding of 

claias before and on or after that date. (l) An unfunded 

liability exists in the state fund. It has existed since at 

least the mid-1980s and has grown each year. There have been 

numerous attempts to solve the problem by legislation and 

other methods. These attempts have alleviated the problem 

somewhat, but the problem has not been solved. 

(2) The legislature has determined that it is necessary 

to the public welfare to make workers' compensation 
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LC 1391/01 

insurance available to all eaployers through the state fund 

as the insurer of last resort. In making this insurance 

available, the state fund has incurred the unfunded 

liability. The legislature has determined that the most 

cost-effective and efficient way to provide a source of 

funding for and to ensure payment of the unfunded liability 

and the best way to administer the unfunded liability is to: 

(a) separate the liability of the state fund on the 

basis of whether a claim is for an injury resulting from an 

accident that occurred before July 1, 1990, or an accident 

that occurs on or after that date; 

(b) extend and increase the payroll tax iaposed by 

39-71-2503, expand the tax to include an employee wage tax, 

and dedicate the tax money first to the repayment of bonds 

issued under 39-71-2354 and 39-71-2355 and then to the 

repayment of loans given under 39-71-2354 and 39-71-2355 and 

the direct payment of the costs of adainistering and paying 

claims for injuries from accidents that occurred before July 

l, 1990. 

(3) The legislature further determines that in order to 

prevent the creation of a new unfunded liability with 

respect to claims for injuries for accidents that occur on 

or after July 1, 1990, certain duties of the state fund 

should be clarified and legislative oversight of the state 

fund should be increased.• 

-2-
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Section 2. Section 39-71-2501, MCA, is amended to read: 

"39-71-2501. Definitions. As used in this part, the 

following definitions apply: 

11) •Department• means the department of revenue 

provided for in 2-15-1301. 

(2) "Employee" has the meaning as definefl in 39-71-118. 

titill "Employer• has the meaning 

39-71-117. 

set forth in 

t3till "Payroll" means the payroll of an employer for 

each of the calendar quarters ending March 31, June 30, 

September 30, and December 31, for all employments covered 

under 39-71-401. 

t•tltl •state fund" means the state compensation mutual 

insurance fund. 

t5till "Tax• ..,ans the workers' compensation payroll 

and wa~ tax provided for in 39-71-2503. 

t6t1ll •Tax account• means the workers• compensation 

tax account created by 39-71-2504. 

(8) "Wages• has the ..,aning as defined in 39-71-123." 

Section 3. Section 39-71-25D2, MCA, ls amended to read: 

"39-71-2502. Pindinga and purpose. {l) eased on current 

liabilities and actuarial analysis, an unfunded liability 

presently exists in the state fund with regard to claias for 

injuries resulting from accidents that occurred before July 

l, 1990, and it may increase. While legislative action_ is 

-3-
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required to correct the causes of the unfunded liability, 

those actions will not provide sufficient funds to permit 

the state fund to pay its existing liabilities and 

obligations in a timely manner from premium and investment 

income available to the state fund. Therefore, it is 

necessary to provide a-aettree other sources of funding for 

the unfunded liability in addition to premium and investment 

income. 

(2) The police power of the state extends to all great 

public needs. The state, in the exercise of its police 

power, has determined that it is greatly and i-edlately 

necessary to the public welfare to make workers' 

compensation insurance available to all employers through 

the state fund as the insurer of last resort. In making this 

insurance available, the state fund has incurred the 

unfunded liability described in subsection {l). The burden 

of this unfunded liability should not be borne solely by 

those employers who have insured with the state fund because 

the availability of insurance to all employers through the 

state fund has benefited all employers who have workers• 

compensation coverageT, nor should this unfunded liability 

be borne only by employers. Therefore, all employers and all 

employees who have e■ployments covered by the workers' 

compensation laws should share in the cost of the unfunded 

liability. 

-4-
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(3) The purpose of this part 

supplemental aoaree sources of financing 

liability.• 

LC 1391/01 

is to provide a 

for the unfunded 

Section 4. Section 39-71-2503, MCA, is amended to read: 

"39-71-2503. workers' coapenaation payroll tax and wage 

tax. (l} ta) There is imposed on each employer a workers' 

compensation payroll tax in an amount equal to 8Ti8' l\ of 

the employer"s payroll in the preceding calendar quarter for 

all employments covered under 39-71-401, except that if an 

employer is subject to 15-30-204(2), the tax is an amount 

equal to 8Ti81 11 of" the employer's payroll in the preceding 

week. 

(bl There is imposed on each employee a workers' 

compensation wage tax in an amount equal to l\ of the 

employee's wages in the preceding calendar quarter for all 

employments covered under 39-71-401. Par the purpose of this 

tax, a sole proprietor shall pay only the employer's payroll 

tax on the proprietor's own employment. ~h¼a-peyro¼¼-ta• 

(cl These taxes must be used to reduce the unfunded 

liability in the state fund incurred for claims for injuries 

resulting from accidents that occurred before July l, 1990. 

If one or more loans or bonds are outstanding, the-~as-anst 

be-continaed-at-the-8Ti81-rate-and the legislature may not 

aodify--the--tax--rateT-the-aae-of-the-tax-proeeed■T-or-thia 

aeetien-in-•--nner-thet-redaeea reduce the security for 
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repayment of the outstanding loans or bonds, except that the 

legislature may forgive payment of the~ tax or reduce the~ 

tax rate for any 12-month period if the workers' 

compensation bond repayment account contains on the first 

day of that period an amount, regardless of the source, that 

is in excess of the reserve maintained in the account and 

that is equal to the amount needed to pay and dedicated to 

the payment of the principal, premium, and interest that 

must be paid during that period on the outstanding loans or 

bonds. ~he-¼e,is¼aeare-aay-not-inerease-ehe-ta•-rate-e•eept 

apon-a-two-th¼rds-•ote-of-eaeh-hoaaeT 

tbtill Each employer shall maintain the records the 

department requires concerning the employer"s payroll and 

the employee wage tax. The records are subject to inspection 

by the department and its employees and agents during 

regular business hours. 

(2) All collections of the tax~ are-appropr¼ated 

to-and must be deposited as received in the tax account. The 

ta•-¼• taxes are in addition to any other tax or fee 

assessed against employers and employees subject to the ta• 

taxes. 

(3) (a) On or before the last day of April, July, 

October, and January, each employer subject to the tax shall 

file a return in the form and containing the information 

required by the department and, except as provided in 

-6-
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subsection (3)(b), pay the amount of tax required by this 

section to be paid on the employer"s payroll for the 

preceding calendar quarter and in addition shall withhold 

fro■ an employee's wages the wage tax provided for in 

subsection (l)(b) and pay it to the department. 

lb) An employer subject to 15-30-204{2) shall remit to 

the department a weekly payment with its weekly withholding 

tax payment in the amount required by subsection (l)(a) and 

shall remit withholdings for employees' wage taxes at the 

same time. 

(c) A--taK--payaent Tax payments required by subaect¼sn 

subsections (l)(a) and (l)(b) must be made with the return 

filed pursuant to 15-30-204. The department shall first 

credit a payment to the liability under 15-30-202 and credit 

any remainder to the workers' compensation ta~ account 

provided in 39-71-2504. 

(4) An employer"s officer or employee with the duty to 

collect, account for, and pay to the department the amounts 

due under this section who willfully fails to pay an amount 

is liable to the state for the unpaid amount and any penalty 

and interest relating to that amount. 

(5) ,Returns and remittance■ under subsection (3) and 

any information obtained by the department during an audit 

are subject to the provisions of 15-30-303, but the 

department aay disclose the infor.ation to the depart■ent of 
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labor and industry under circumstances and conditions that 

ensure the continued confidentiality of the information. 

{6) The department of labor and industry and the state 

fund shall, on July 1, 1991, or as soon after that date as 

possible, give the department a list of all employers having 

coverage undet any plan administered or regulated by the 

department of labor and industry and the state fund. After 

the lists have been given to the department, the department 

of labor and industty and the state fund shall update the 

lists weekly. The department of labor and industry and the 

state fund shall provide the department with access to their 

computer data bases and paper files and records for the 

purpose of the department's administration of the tax 

imposed by this section. 

(7) 

conflict 

The provisions of Title 15, 

of 

chapter 30, not in 

this part regarding with the provisions 

acbainistration, remedies, enforcement, collections, 

hearings, interest, 

overpayment, statute 

department rulemaking 

deficiency assessments, credits for 

of limitations, penalties, and 

authority apply to the ta• taxes, ts 

employers, eaployees, and to the departmenta• 

Section 5. Section 39-71-2504, MCA, is a■ended to read: 

"39-71-2504. Workers• coapensation ta.z account. (1) 

There is a workers' compensation tax account in the state 

special revenue fund. The workers' compensation tax account 

-8-
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consists of a tax account and a workers• compensation bond 

repay■ent account. 

(2) All collections of the ta• taxes imposed under 

39-71-:1~9~, interest and penalties on the tax taxes, and 

revenue appropriated to the workers• compensation tax 

account under section 11, Chapter 9, Special Laws of June 

1989, must be deposited in the workers' compensation tax 

account. All such money deposited in the workers' 

compensation tax account must be credited to the workers' 

compensation bond repayment account to the extent necessary 

to pay the principal of and redemption premium and interest 

due on workers' compensation bonds issued under 39-71-2354 

and 39-71-2355 and to establish and maintain a reserve for 

the bonds equal to the maximum annual principal of and 

15 interest on the bonds in any future year. The balance in the 

16 workers' compensation bond repayment account must be 

17 credited to the tax account within the workers' compensation 

18 tax account and is statutorily appropriated, as provided in 

19 17-7-502, to the state fund to be used to reduce the 

20 unfunded liability in the state fund incurred for claims for 

21 injuries resulting froa accidents that occurred before July 

22 1, 1990." 

23 NEW SECTION. Section 6. Severability. If a part of 

24 (this act) is invalid, all valid parts that are severable 

25 from the invalid part remain in effect. If a part of (this 
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act) is invalid in one or acre of its applications, the art 

remains in effect in all valid applications that are 

severable from the invalid applications. 

NEW SECTION. Section 7. Applicability. The employee's 

wage tax imposed by [section 4) c0111111ences with the calendar 

quarter ending March 31, 1993, 

NEW SECTION. Section 8. Effective date. [This act] is 

effective on passage and approval. 

-End-
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STATE OF N'.lNTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for HB0504, as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act increasing the employer payroll tax to 1 percent and imposing a 1 percent employee wage tax, directing that the tax 
proceeds be used to eliminate the state fund's old fund unfunded liability, and providing an innediate effective date and an 
applicability date. 

ASSUMPTIONS: 
Departaent of Revenue: 
1. FY91 and FY92 employer payroll tax collections at a 0.28 percent tax rate were $12,759,456 and $14,067,435, respectively 

(SBAS). 

2. Employers will not decrease their payroll as a result of going from a tax rate of 0.28 percent to a rate of 1.0 percent. 
3. Projections for the FY93-FY95 taxable payroll are based on the 1975-1991 linear trend in payroll covered by unemployment 

insurance. The implicit annual growth rate is approximately 3.St per year. 
4. Sole proprietors electing workers• canpensation coverage for FY94 and FY95 are assumed to be taxed as employers. The 

resulting difference between the eq,loyer and employee payroll base is considered iomaterial. Therefore, the tax 
collections for the combined employer/employee tax are assumed to be twice the projected FY94 and FY95 employer payroll 
tax, assuming a tax rate of 1.0 percent. 

5. Projected current law payroll tax collections (rounded to the nearest thousand$) are $15,019,000 for FY94 and 
$15,535,000 for FY95 ("Workers' Compensation Payroll Tax Report•, November 1992, Office of Budget and Program Planning 
and Department of Revenue). 

6. Revenue estimates reflected below represent revenues accrued in each fiscal year, rather than actual collections which 
would lag accruals by one quarter. 

7. The proposed tax is effective on payroll/wages for the January-March 1993 time period. Implementation of withholding 
procedures would not take place until the first quarter of FY94 at the earliest. Some tax liabilities applicable to 
employees in FY93 may not be collectible due to termination of employment. It is assumed that employers would be held 
liable for these amounts. 

8. An additional 10,000 filings would be processed by the department, requiring 0.75 FTE (grade 7) data entry personnel, 
1.00 FTE (grade 7) clerical for document processing, and 1.00 FTE (grade 9) audit technician. One-time costs would be 
incurred in FY93 for notifications and instructional materials sent to employers, taxpayer education, systems 
development, and basic office equipment for additional staff. Ongoing operating costs would be incurred for computer 
processing costs. All administrative costs will be charged to the workers• compensation payroll tax account. 

(continued) 

~£->+I. 2-l/·r3 ;)- JJ.-i:3 
DAVID LEWIS, BUDGET DIRECTOR DATE STEVE BENEDICT, PRIMARY SPONSOR DATE 
Office of Budget and Program Planning 

Fiscal Note for HB0504. as introduced. 
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Fiscal Note Request, HBOS04. as introduced 
Form BD-15 page 2 
(continued) 

ASSUMPTIONS: (continued) 
State Auditor: 
1. The state payroll system would be modified to acconmodate the 1 percent employee wage tax. The Information Systems 

Division of the Department of Administration would develop the system changes. ISO estimates that 1,148 hours will be 
required to upgrade the system at an estimated cost of $65,000. 

2. Modification and implementation will take place as soon as possible after the bill is signed. Estimated costs are 
applicable to FY93. 

Stat-ide: 
1. Total state payroll as projected/recamiended in the executive budget is $364.4 million in FY93, $403.5 million in FY94, 

and $406.7 million in FY95. 26\ of state payroll is ass~d to be funded by the general fund. 
2. Only the increase in the employer payroll tax (0.72\) is reflected as a fiscal impact. The payroll tax applicable to 

employees is not reflected as a fiscal impact to the state. 

FISCAL IMPACT: 

Depert:aant of Reflmue: 

ll!P"'Pslitures: 

"93 start-up costs are estimated to be 0.35 FT&: and $142,170, funded from the workers• compensation payroll tax account. 

QAtm PJ:QC!:!SBing Di~isiQD E'.I ':.!t EI ':.!S 
IVlfflldituree; !a.!,r[ent l!ll• l![ODOleg l!llw DiU:e;i;:!:!ni::e eur;i;:ent l!ll• trocos!i!d I&• Diff!i!ll!Di;§ 
PTB 49.60 50.35 0.75 49.60 50.35 0.75 
Personal Services $ 1,515,949 $1,531,262 $15,313 $ 1,520,006 $1,535,319 $15,313 
Operating Expenses 146,395 147,185 790 143,406 144,196 790 
Bquipment lJ,571! lJ,:P!I 0 J.i,§:.!J. 12, §21 0 

Total $ 1,675,922 $1,692,025 $16,103 $ 1,676,103 $1,692,206 $16,103 
Fup.ding; 
General Fund $ 1,046,610 $1.046,610 $0 $ 1,046,902 $1,046,902 $0 
State Special 85,313 101,416 16,103 86,505 102,608 16,103 
Liquor Enterprise :iU,22:.! 54J,222 0 54~,U§ 542,§2§ Q 

Total $ 1,675,922 $1,692,026 $16,103 $ 1,676,103 $1,692,206 $16,103 

(continued) 
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Fiscal Note Request, HB0504. as introduced 
Form BD-15 page 3 
(continued) 

FISCAL IMPACT: 

Income Tax Division 
Expenditures; 
FTE 
Personal Services 
Operating Expenses 
Equipment 

Total 
Funding; 
General Fund 
State Special 

Total 

Revenues: 

WC Payroll Tax (02) 

Net Impact: 
WC Payroll Tax Account (02) 

State Auditor: 

$ 

$ 

$ 

$ 

i;;urrgni; Lav 
123.45 

3,296,520 
1,424,031 

72.561 
4,793,112 

4,298,112 
U5, !!!!!! 

4,793,122 

i;;urreot Law 
$15,019,000 

FY '9j 
Proooged Lav 

125.45 
$3,348,363 
1,441,795 

72.561 
$4,862,719 

$4,298,112 
564,61!7 

$4,862,719 

FY '94 
Proposed Law 
$107,275,000 

FY93 one-time expenditure of $65,000 general fund. 

Statewide Costs: 

General Fund Payroll 
Non-General Fund Payroll 

Total 

(continued) 

Current Law 
265,000 
755,000 

1,020,000 

FY • 
Proposed Law 

606,000 
1. 726, QQQ 
2,332,000 

Dif;1;grggcg 
2.00 

$51,843 
17,764 

....l2 
$69,607 

$0 
§:i!.607 

$69,607 

Difference 
$92,256,000 

$92,170,290 

Difference 
341,000 
:i!71,000 

1,312,000 

$ 

$ 

$ 

$ 

i;;urrent J;,ilv 
123.45 

3,305,267 
1,390,128 

52 I :i!71 
4,748,366 

4,238,366 
5lQ. QQ!! 

4,748,366 

Current Lav 
$15,535,000 

l".I '95 
Proooaesl LA• 

125.45 
$3,357,110 
1,407,892 

52. 971 
$4,817,973 

$4,238,366 
579,6Q7 

$4,817,973 

FY ':i!5 
Proposed Lav 
$110,965,000 

o;U:fereocs:i 
2.00 

$51,843 
17,764 

....l2 
$69,607 

$0 
6:i!' §Q1 

$69,607 

Difference 
$95,430,000 

$95,344,290 

ff t9 -1-('.Jr 



Fiscal Note Request, HBOSOt. as introduced 
Form BD-15 page 4 

(continued} 

FISCAL IMPACT; 

~rr!i!nt l!A• 
General Fund Payroll 294,000 
Non-General Fund Payroll 836.000 

Total 1,130,000 

fI ':It 
frggg191d Law 

1,049,000 
;1,216,0Q0 
4,035,000 

BFFBCT ON COQNTY OR OTHBR LOCAL RBVBNUBS OR BXPBNI>ITQRBS; 

FI '25 
12i.UH'.91D~!I! ~runt 1,av frooo1u1d I.IA• !2iU!i![!l!llC& 

755,000 296,000 1,057,000 761,000 
a,1so,ooo 843,000 J.o;i.o,ooo ;!,;i,67,QQ!l 
2,905,000 1,139,000 4,067,000 2,928,000 

Local governments would incur additional costs related to the employer payroll tax and costs for modifying payroll systems 
for collection of the employees payroll tax. 

LONG-RANGE BFFBCTS Of fROJ'OSBD LEGISLATION· 
Under assumptions contained in HJR3, nonfarm wage and salaries will grow by 5.24\- in CY95. Continuation of growth in n~arm 
wage and salaries would increase payroll tax collections by similar proportions. 

TBCHNICAL NOTBS; 
The proposed tax is effective on payroll/wages for the January-March 1993 time period. Implementation of withholding 
procedures would not take place until the first quarter of FY94 at the earliest. Some tax liabilities applicable to 
employees in PY93 -Y not be collectible due to termination of employment. It is unclear whether employers would be held 
liable for these amounts. 

ttB .S:-"Y 



STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for HB0504, second reading. 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act increasing the employer payroll tax to 0.50 percent and imposing a 0.50 percent employee wage tax, directing that the 
tax proceeds be used to eliminate the state fund's old fund unfunded liability, providing appropriations, and providing an 
immediate effective date and an applicability date. 

ASSUMPTIONS: 
Department of Revenue: 
1. Fiscal Year employer payroll tax collections at a 0.28 percent tax rate were $12,759,456 and $14,067,435, respectively 

for FY 1991 and FY 1992 (SBAS). 
2. Employers will not decrease their payroll as a result of going from a tax rate of 0.28 percent to a rate of 0.50 

percent. 
3. Projections for the FY93-FY95 taxable payroll are based on the 1975-1991 linear trend in payroll covered by unemployment 

insurance. The implicit annual growth rate is approximately 3.5% per year. 
4. Sole proprietors electing workers' compensation coverage for FY 1994 and 1995 are assumed to be taxed as employers. The 

resulting difference between the employer and employee payroll base is considered immaterial. Therefore, the tax 
collections for the combined employer/employee tax are assumed to be twice the projected FY 1994 and 1995 employer 
payroll tax. 

5. Projected current law payroll tax collections (rounded to the nearest thousand$) are $15,019,000 for FY 1994, and 
$15,535,000 for FY 1995 ("Workers' Compensation Payroll Tax Report", (November 1992), Office of Budget and Program 
Planning and Department of Revenue). 

6. Revenue estimates reflected below represent revenues accrued in each fiscal year, rather than actual collections which 
would lag accruals by one quarter. The payroll tax base for a given fiscal year is the payroll earned in that same 
fiscal year. 

7. In January 1994, the projected amount to be borrowed by the state workers' compensation fund will not exceed $50 
million, and the projected fiscal year-end cash balance will not exceed $20 million. Therefore the employer and 
employee tax rates for both FY 1994 and 1995 will be 0.5 percent each. 

8. An additional 10,000 filings would be processed by the department, requiring 0.75 FTE (grade 7) data entry personnel, 
1.00 FTE (grade 7) clerical for document processing, and 1.00 FTE (grade 9) audit technician. One-time costs would be 
incurred in FY93 for notifications and instructional materials sent to employers, taxpayer education, systems 
development. Ongoing operating costs would be incurred for computer processing costs. All administrative costs will be 
charged to the workers' compensation payroll tax account. 

(continued) 

Jd~ -;ieJd~ 3-2C/·9'3 ,3 .- .:? S-7 .J 
DAVID LEWIS, BUDGET DIRECTOR DATE STEVE BENEDICT, PRIMARY SPONSOR DATE 
Office of Budget and Program Planning 

Fiscal Note for HB0504, ICHl~cond reading. 
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Fiscal Note Request, HB0504, second reading 
Form BD-15 page 2 
{continued) 

ASSUMPTIONS: {continued) 
State Auditor: 
1. The state payroll system would be modified to accommodate the 0.50 percent employee wage tax. The Information Systems 

Division of the Department of Administration would develop the system changes. ISO estimates that 1,148 hours will be 
required to upgrade the system at an estimated cost of $65,000. 

2. Modification and implementation will take place as soon as possible after the bill is signed. Estimated costs are 
applicable to FY93. 

Statewide: 
1. Total state payroll as projected/recommended in the executive budget is $364.4 million in FY93, $403.5 million in FY94, 

and $406.7 million in FY95. 26% of state payroll is assumed to be funded by the general fund. 
2. Only the increase in the employer payroll tax (0.22\) is reflected as a fiscal impact. The payroll tax applicable to 

employees 1s not reflected as a fiscal impact to the state. 

FISCAL IMPACT: 

Department of Revenue: 

Expenditures: 

FY93 start-up costs are estimated to be $47,190, funded from the workers' compensation payroll tax account. 

Data Processing Division FY '94 FY '95 
Expenditures: Current Law Progosed Law Difference Current Law Progosed Law Difference 
FTE 49.60 50.35 0.75 49.60 50.35 0.75 
Personal Services $ 1,515,949 $1,528,659 $12,710 $ 1,520,006 $1,535,319 $15,313 
Operating Expenses 146,395 147,051 656 143,406 144,196 790 
Equipment 13,578 13,578 0 12,691 12,691 0 

Total $ 1,675,922 $1,689,288 $13,366 $ 1,676,103 $1,692,206 $16,103 
Funding: 
General Fund $ 1,046,610 $1.046,610 $0 $ 1,046,902 $1,046,902 $0 
State Special 85,313 101,416 13,366 86,505 102,608 16,103 
Liquor Enterprise 543,999 543,922 0 542,6~!:i ~42,6~6 Q 

Total $ 1,675,922 $1,689,288 $13,366 $ 1,676,103 $1,692,206 $16,103 

(continued) 
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Fiscal Note Request, HB0504, second reading 
Form BD-15 page 3 
(continued) 

FISCAL IMPACT: 

Income Tax Di vi·sion 
Expenditures: 
FTE 
Personal Services 
Operating Expenses 
Equipment 

Total 
Funding: 
General Fund 
State Special 

Total 

Revenues: 

WC Payroll Tax (02) 

Net Inmact: 
we Payroll Tax Account (02) 

State Auditor: 

$ 

$ 

$ 

$ 

Current Law 
123.45 

3,296,520 
1,424,031 

72,561 
4,793,112 

4,298,112 
495,000 

4,793,112 

Current Law 
$15,019,000 

FY '94 
PrOJ;lOSed Law 

125.45 
$3,348,363 
1,455,377 

83,171 
$4,862,719 

$4,298,112 
588,799 

$4,862,719 

FY '94 
ProJ;losed Law 
$ 53,638,000 

Difference 
2.00 

$51,843 
31,346 
10.610 

$93,799 

$0 
93.799 

$93,799 

Difference 
$38,619,000 

$38,511,835 

$ 

$ 

$ 

$ 

Current Law 
123.45 

3,305,267 
1,390,128 

52,971 
4,748,366 

4,238,366 
510,000 

4,748,366 

Current Law 
$15,535,000 

FY93 one-time expenditure of $65,000 funding from the workers compensation payroll account. 

Statewide Costs: (amounts may not add due to rounding) 

General Fund Payroll 
Non-General Fund Payroll 

Total 

(continued) 

Current Law 
294,000 
836,000 

1,130,000 

E'_".i '94 
!?rOJ;lOBed Law 

525,000 
1. 493,000 
2,017,000 

I.lifference 
231,000 
657,000 
888,000 

Current Law 
296,000 
843.000 

1,139,000 

FY '95 
PrOJ;lOSed Law 

125.45 
$3,357,110 
1,406,110 

52.971 
$4,816,191 

$4,238,366 
577,825 

$4,816,191 

FY '95 
PrOJ;lOSed Law 
$ 55,483,000 

FY '95 
PrOJ;lOSed Law 

529,000 
1,505.000 
2,034,000 

Difference 
2.00 

$51,843 
15,982 

0 
$67,825 

$0 
67,825 

$67,825 

Difference 
$39,948,000 

$39,864,072 

Difference 
233,000 
662.000 
895,000 

H 13 rflt/ 



Fiscal Note Request, HB0504, second reading 
Form BD-15 page 4 
(continued) 

EFFECT ON COUNTY OR OTHER LOCAL REVENUES OR EXPENDITURES: 
Local governments would incur additional costs related to the employer payroll tax and costs for modifying payroll systems 
for collection of the employees payroll tax. 

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION: 
Under assumptions contained in HJR3, nonfarm wage and salaries will grow by 5.24\ in CY95. Continuation of growth in nonfarr 
wage and salaries would increase payroll tax collections by similar proportions. Using a more conservative estimate of 3.5\ 
payroll growth rate and the State Fund actuary's estimate of claims expenditures through FY 2009, the following long term 
effects are estimated: 

1. Taking into account an estimated $23 million to be borrowed from the new fund in FY93, the old fund will require loans 
from the new fund of at least approximately $37 million in FY94 and $4 million in FY95. There are no other amounts 
anticipated to be borrowed through FY 2003. Therefore, it is not anticipated that the tax rate would increase from the 
initial 0.50\ rate. 

2. The tax rate could be triggered downward by 0.05\ each year beginning in FY98, decreasing to 0.20\ by FY 2003. 
3. By FY 2004, the old fund would have accumulated a fund balance sufficient to pay any remaining claims in subsequent 

years. Beginning in FY 2004, the current 0.28\ tax rate on employers will generate approximately $10 million per year 
in excess of the amount required to service the current Series 1991 Payroll Tax Bonds or to pay old fund claims. 
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53rd Legislature HB 0504/02 

APPROVED BY THE SELECT COMMITTEE 
ON WORKER'S COMPENSATION 
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HOUSE BILL NO. 504 

INTRODUCED BY BENEDICT 

BY REQUEST OF THE JOINT SELECT 

COMMITTEE ON WORKERS' COMPENSATION 

A BILL FOR AN ACT ENTITLED: "AN ACT INCREASING THE EMPLOYER 

PAYROLL TAX 'fe--1--PBReBN~ AND IMPOSING A--1--PBReBN~ AN 

EMPLOYEE WAGE TAX; DIRECTING THAT THE TAX PROCEEDS BE USED 

TO ELIMINATE THE STATE FUND'S OLD FUND UNFUNDED LIABILITY; 

PROVIDING APPROPRIATIONS, AMENDING SECTIONS 15-30-207, 

39-71-406, 39-71-2351, 39-71-2501, 39-71-2502, 39-71-2503, 

AND 39-71-2504, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE 

DATE AND AN APPLICABILITY DATE." 

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

Section 1. section 39-71-2351, MCA, is amended to read: 

"39-71-2351. Purpose of separation of state fund 

liability as of July l, 1990, and of separate funding of 

claims before and on or after that date. (1) An unfunded 

liability exists in the state fund. It has existed since at 

least the mid-1980s and has grown each year. There have been 

numerous attempts to solve the problem by legislation and 

other methods. These attempts have alleviated the problem 

somewhat, but the problem has not been solved. 

(2) The legislature has determined that it is necessary 
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to the public welfare to make workers' compensation 

insurance available to all employers through the state fund 

as the insurer of last resort. In making this insurance 

available, the state fund has incurred the unfunded 

liability. The legislature has determined that the most 

cost-effective and efficient way to provide a source of 

funding for and to ensure payment of the unfunded liability 

and the best way to administer the unfunded liability is to: 

(a) separate the liability of the state fund on the 

basis of whether a claim is for an injury resulting from an 

accident that occurred before July 1, 1990, or an accident 

that occurs on or after that date; 

(b) extend and increase the payroll tax imposed by 

39-71-2503, expand the tax to include an employee wage tax, 

and dedicate the tax money first to the repayment of bonds 

issued under 39-71-2354 and 39-71-2355 and then to the 

repayment of loans given under 39-71-2354 and 39-71-2355 and 

the direct payment of the costs of administering and paying 

claims for injuries from accidents that occurred before July 

1, 1990. 

(3) The legislature further determines that in order to 

prevent the creation of a new unfunded liability with 

respect to claims for injuries for accidents that occur on 

or after July 1, 1990, certain duties of the state fund 

should be clarified and legislative oversight of the state 

-2- HB 504 
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HB 0504/02 

fund should be increased." 

Section 2. Section 39-71-2501, MCA, is amended to read: 

•39-71-2501. Definitions. As used in this part, the 

following definitions apply: 

(1) "Department" means the department of revenue 

provided for in 2-15-1301. 

(2) "Employee 11 has the meaning as defined in 39-71-118. 

ti7 ill. "Employer" has the meaning set forth in 

39-71-117. 

t3t ill "Payroll• means the payroll of an employer for 

each of the calendar quarters ending March 31, June 30, 

September 30, and December 31, for all employments covered 

under 39-71-401, 

t•till "State fund" means the state compensation mutual 

insurance fund. 

t5tilJ.. "Tax• means the workers' compensation payroll 

and wage tax provided for in 39-71-2503, 

t6till "Tax account" means the workecs' compensation 

tax account created by 39-71-2504. 

(8) "Wages 11 has the meaning as defined in 39-71-123." 

Section 3. Section 39-71-2502, MCA, is amended to read: 

"39-71-2502. Findings and purpose. (l) Based on current 

liabilities and actuarial analysis, an unfunded liability 

presently exists in the state fund with regard to claims for 

injuries resulting from accidents that occurred before July 
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1, 1990, and it may increase. While legislative action is 

required to correct the causes of the unfunded liability, 

those actions will not provide sufficient funds to permit 

the state fund to pay its existing liabilities and 

obligations in a timely manner from premium and investment 

income available to the state fund. Therefore, it is 

necessary to provide a-settree other sources of funding for 

the unfunded liability in addition to premium and investment 

income. 

(2) The police power of the state extends to all great 

public needs. The state, in the exercise of its police 

power, has determined that it is greatly and immediately 

necessary to the public welfare to make workers• 

compensation insurance available to all employers through 

the state fund as the insurer of last resort. In making this 

insurance available, the state fund has incurred the 

unfunded liability described in subsection (l). The burden 

of this unfunded liability should not be borne solely by 

those employers who have insured with the state fund because 

the availability of insurance to all employers through the 

state fund has benefited all employers who have workers' 

compensation cover~geT, nor should this unfunded liability 

be borne only by employers. Therefore, all employers and all 

employeee who have employments covered by the workers' 

compensation laws should share in the cost of the unfunded 

-4- HB 504 
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liability. 

(3) The purpose of this part is to provide " 
supplemental source sources of financing for the unfunded 

liability." 

Section 4. Section 39-71-2503, MCA, is amended to read: 

"39-71-2503. Workers' compensation payroll taz and wage 

tax. (1) (a) There is imposed on each employer a workers' 

compensation payroll tax in an amount equal to e.ie, ¼I 

0.281, PLUS THE ADDITIONAL AMOUNT OF PAYROLL TAX PROVIDED IN 

[SECTION 5], of the employer's payroll in the preceding 

calendar 

39-71-401, 

quarter 

except 

for all employments covered under 

that if an employer is subject to 

15-30-204(2), the tax is an amount equal to e.20, !! ~ 
PLUS THE ADDITIONAL AMOUNT OF PAYROLL TAX PROVIDED IN 

1SECTION -21,_ of the employer's payroll in the preceding 

week. 

(b) There is imposed on each employee a workers' 

compensation wage ta~ in an amount equal to 1\ of the 

employee's wages in the preceding calendar quarter for all 

employments covered under 39-71-401. For the purpose of this 

tax, a sole proprietor shell-p~y-en¼y-~h~-employeri~-payrol¼ 

tax-on-th~-propr±etori~-ewn-emp¼oy~e~~• ~his-payre¼½-tax OR 

A WORKING PARTNER OF A PARTNERSHIP WHO ELECTS COVERAGE UNDER 

39-71-401 SHALL PAY ONLY THE EMPLOYER'S PORTION OF THE 

PAYROLL TAX ON THE SOLE PROPRIETOR'S OR WORKING PARTNER'S 
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OWN EMPLOYMENT. A CORPORATE OFFICER WHO IS ALSO AN EMPLOYEE 

OF THE CORPORATION AND IS ENGAGED IN A COVERED EMPLOYMENT, 

AS PROVIDED IN 39-71-401, SHALL PAY ONLY THE EMPLOYER'S 

PORTION OF THE PAYROLL TAX ON THE CORPORATE OFFICER'S OWN 

EMPLOYMENT. ALL OTHER EMPLOYEES OF A CORPORATION, SOLE 

PROPRIETORSHIP, OR PARTNERSHIP SHALL PAY THE WAGE TAX AS 

RE_Q_UIRED IN THIS SECTION. 

(c) These taxes must be used to reduce the unfunded 

liability in the state fund incurred for claims for injuries 

resulting from accidents that occurred before July 1, 1990. 

If one or more loans or bonds are outstanding, the-tax-must 

be-eent¼ntted-at-the-8.iB,-rate-and the legislature may not 

medify--the--tax--rate7 -the-use-o£-tfte-tax-preeeedsT-or-this 

section-in-a-manner-that-reduces reduce the security for 

repayment of the outstanding loans or bonds, except that the 

legislature may forgive payment of the~ tax or reduce the a 

tax rate for any 12-month period if the workers' 

compensation bond repayment account contains on the first 

day of that period an amount, regardless of the source, that 

is in excess of the reserve maintained in the account and 

that is equal to the amount needed to pay and dedicated to 

the payment of the principal, premium, and interest that 

must be paid during that period on the outstanding loan$ or 

bonds. ~he-¼e9is¼ature-may-not-increase-the-tax-~ate-exeept 

upon-a-two-th±~ds-~ote-of-eacft-honse, 
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tbtill Each employer shall maintain the records the 

department requices concerning the employer's payroll and 

the employee wage tax. The records are subject to inspection 

by the department and its employees and agents during 

regular business hours. 

(E) AN EMPLOYEE DOES NOT HAVE ANY RIGHT OF ACTION 

AGAINST AN EMPLOYER FOR ANY MONEY DEDUCTED AND WITHHELD FROM 

THE EMPLOYEE'S WAGES AND PAID TO THE STATE IN COMPLIANCE OR 

INTENDED COMPLIANCE WITH THIS SECTION. 

(F) THE EMPLOYER IS LIABLE TO THE STATE FOR ANY AMOUNT 

OF WAGE TAXES, PLUS INTEREST AND PENALTY, WHEN THE EMPLOYER 

FAILS TO WITHHOLD FROM AN EMPLOYEE'S WAGES OR FAILS TO REMIT 

TO THE STATE THE WAGE TAX REQUIRED BY THIS SECTION. 

(2) All collections of the tax~ ere-appropriated 

to-and must be deposited as received in the tax account. The 

tax-is taxes are in addition to any other tax or fee 

assessed against employers and employees subject to the ~aK 

taxes. 

(3) (a) On or before the last day of April, July, 

October, and January, each employer subject to the tax shall 

file a return in the form and containing the information 

required by the department and, except as provided in 

subsection (3)(b), pay the amount of tax required by this 

section to be paid on the employer's payroll for the 

preceding calendar quarter and in addition shall wi~hhoid 
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from-an-empioyeeis--wages--the--wage--~ax--provided--£or--in 

s~bsecc¼o"--tlttbt--and--pay--¼t--to--the--deparcment REMIT 

WITHHOLDING FOR EMPLOYEES' WAGE TAXES AT THE SAME TIME. 

(bl An employer subject to 15-30-204(2) shall remit to 

the department a weekly payment with its weekly withholding 

tax payment in the amount required by subsection (l)(a) and 

shall remit withholdings for employees' wage taxes at the 

same time. 

(c) A--tax--paymen~ Tax payments required by subsection 

subsections (l)(a) and (l)(b) must be made with the return 

filed pursuant to 15-30-204. The department shall first 

credit a payment to the liability under 15-30-202 and credit 

any remainder to the workers' compensation tax account 

provided in 39-71-2504. 

(4) An employer's officer or employee with the duty to 

collect, account for, and pay to the department the amounts 

due under this section who wi¼¼£ttiiy fails to pay an amount 

is liable to the state for the unpaid amount and any penalty 

and interest relating to that amount. 

(5) Returns and remittances under subsection (3) and 

any information obtained by the department during an audit 

are subject to the provisions of 15-30-303, but the 

department may disclose the information to the department of 

labor and industry under circumstances and conditions that 

ensure the continued confidentiality of the information. 
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(6) The department of labor and industry and the state 

fund shall, on July 1, 1991, or as soon after that date as 

possible, give the department a list of all employers having 

coverage under any plan administered or regulated by the 

department of labor and industry and the state fund. After 

the lists have been given to the department, the department 

of labor and industry and the state fund shall update the 

lists weekly. The department of labor and industry and the 

state fund shall provide the department with access to their 

computer data bases and paper files and records for the 

p~rpase of the department's administration of the tax 

imposed by this section. 

(7) The provisions of Title 15, chapter 30, not in 

conflict with the provisions of this part regarding 

administration, remedies, 

hearings, interest, deficiency 

enforcement, 

assessments, 

collections, 

credits for 

overpayment, statute 

department rulemaking 

of limitations, penalties, and 

authority apply to the tax taxes, to 

employers, employees, and to the department." 

NEW SECTION. SECTION 5. PAYMENT OF UNFUNDED LIABILITY 

FOR INJURIES RESULTING FROM ACCIDENTS OCCURRING BEFORE JULY 

1, 1990, (1) BEGINNING JULY 1, 1993, THE STATE FUND SHALL 

PAY FOR THE COST OF ADMINISTERING AND PAYING CLAIMS FOR 

INJURIES RESULTING FROM ACCIDENTS THAT OCCURRED BEFORE JULY 

1, 19!l__Q__,_ NOT COVERED BY ANY OTHER FUNDING SOURCE, BY 
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BORROWING FROM THE BOARD OF INVESTMENTS, FROM TIME TO TIME, 

THE AMOUNT THAT THE STATE FUND DETERMINES AND THE BUDGET 

DIRECTOR CERTIFIES, AS PROVIDED IN 39-71-2354, WILL BE 

NEEDED TO PAY FOR ADMINISTERING AND PAYING THE CLAIMS FOR 

THE ENSUING YEAR. 

(2) (Al IN JANUARY OF EACH YEAR, PRIOR TO THE START OF 

THE FOLLOWING FISCAL YEAR, THE STATE FUND SHALL FORWARD TO 

THE BUDGET DIRECTOR INFORMATION PERTAINING TO THE AMOUNT 

THAT THE STATE FUND WILL BORROW FOR THE ENSUING FISCAL YEAR 

TO PAY FOR THE COST OF ADMINISTERING AND PAYING CLAIMS FOR 

THE INJURIES PROVIDED FOR IN SUBSECTION (1), EXCEPT THAT FOR 

FISCAL YEAR 1994, THE INFORMATION ON THE AMOUNT TO BE 

BORROWED BY THE STATE FUND MUST BE FORWARDED TO THE BUDGET 

DIRECTOR NO LATER THAN 45 DAYS PRIOR TO THE START OF THE 

FISCAL YEAR. IN ADDITION, THE STATE FUND SHALL FORWARD TO 

THE BUDGET DIRECTOR THE SCHEDULE OF PROJECTED LIABILITY 

PAYMENTS AND CASH NEEDS ON WHICH THE AMOUNT TO BE BORROWED 

IS BASED. THE SCHEDULE MUST INCLUDE BUT IS NOT LIMITED TO 

TOTAL PROJECTED LIABILITY PAYMENTS, LOANS AND BOND DEBT 

PAYMENTS, REVENUE FROM THE EMPLOYER PAYROLL TAX AND EMPLOYEE 

WAGE TAX PROVIDED FOR IN 39-71-2503, PROJECTED FISCAL 

YEAREND CASH, AND THE PROJECTED FISCAL YEAREND CASH FOR THE 

YEAR 2003. 

(BJ (I) THERE IS IMPOSED ON EACH EMPLOYER A WORKERS' 

COMPENSATION PAYROLL TAX AND ON EACH EMPLOYEE A WORKERS' 
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COMPENSATION WAGE TAX AS PROVIDED IN 39-71-2503. FOR FISCAL 

YEAR 1994, THE EMPLOYER PAYROLL TAX IS AN AMOUNT EQUAL TO 

0.5\ OF THE EMPLOYER'S PAYROLL IN THE PRECEDING CALENDAR 

QUARTER FOR ALL EMPLOYMENTS COVERED BY 39-71-401. FOR FISCAL 

YEAR 1994, THE EMPLOYEE WAGE TAX IS AN AMOUNT EQUAL TO 0.5\ 

OF THE EMPLOYEE'S WAGES IN THE PRECEDING CALENDAR QUARTER 

FOR ALL EMPLOYMENTS COVERED BY 39-71-401. 

(II) THE RATE OF THE EMPLOYER PAY~QLL TAX DETERMINED BY 

THIS SECTION INCLUDES THE 0.28% EMPLOYER PAYROLL TAX 

PROVIDED FOR IN 39-71-2503. 

L!.!.!.1 THE EMPLOYER PAYROLL TAX THAT IS IN EXCESS OF THE 

0.28\ TAX PROVIDED FOR IN 39-71-2503 AND THE EMPLOYEE WAGE 

TAX TERMINATE AT THE END OF FISCAL YEAR 2003. 

(IV} THE EMPLOYER PAYROLL TAX AND THE EMPLOYEE WAGE TAX 

DESCRIBED IN THIS SECTION MUST BE COLLECTED AND DEPOSITED AS 

PROVIDED IN 39-71-2503 AND 39-71-2504. 

(3) IF IN ANY JANUARY THE PROJECTED AMOUNT TO BE 

BORROWED BY THE STATE FUND EXCEEDS $50 MILLION FOR THE 

FOLLOWING FISCAL YEAR, TBE TAX RATE ON THE EMPLOYER AND 

EMPLOYEE MUST BE INCREASED BY 0.05\ FOR THE FOLLOWING FISCAL 

YEAR OVER THE CURRENT TAX RATE. IF IN ANY JANUARY THE 

PROJECTED FISCAL YEAREND CASH BALANCE FOR THE CURRENT FISCAL 

YEAR EXCEEDS $25 MILLION, THE TAX RATE ON THE EMPLOYER AND 

EMPLOYEE MUST BE REDUCED BY 0.05\ FROM THE CURRENT TAX RATE 

FOR THE FOLLOWING FISCAL YEAR. 
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(4) THE TOTAL TAX ON EMPLOYERS MAY NOT EXCEED 0.75\, 

AND THE TOTAL WAGE TAX ON EMPLOYEES MAY NOT EXCEED 0.75\. 

(5) THE BUDGET DIRECTOR SHALL CERTIFY THE CASH FLOW 

PROJECTIONS OF THE STATE FUND REQUIRED BY THIS SECTION AND 

SHALL NOTIFY THE DEPARTMENT OF REVENUE NO LATER THAN APRIL l 

OF THE RATE OF TAX TO BE COLLECTED PURSUANT TO THIS SECTION. 

Section.&. Section 39-71-2504, MCA, is amended to read: 

•39-71-2504. Workers' compensation tax account. (1) 

There is a workers' compensation tax account in the state 

special revenue fund. The workers' compensation tax account 

consists of a tax account and a workers' compensation bond 

repayment account. 

(2) All collections of the t8K taxes imposed under 

39-71-25,Q_J, interest and penalties on the t!a~ taxes, and 

revenue appropriated to the workers' compensation tax 

account under section ll, Chapter 9, Special Laws of June 

1989, must be deposited in the workers' compensation tax 

account. All such money deposited in the workers' 

compensation tax account must be credited to the workers' 

compensation bond repayment account to the extent necessary 

to pay the principal of and redemption premium and interest 

due on workers 1 compensation bonds issued under 39-71-2354 

and 39-71-2355 and to establish and maintain a reserve for 

the bonds equal to the maximum annual principal of and 

interest on the bonds in any future year. The balance in the 
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workers' compensation bond repayment account must be 

credited to the tax account within the workers• compensation 

tax account and is statutorily appropriated, as provided in 

17-7-502, to the state fund to be used to reduce the 

unfunded liability in the state fund incurred for claims for 

injuries resulting from accidents that occurred before July 

1, 1990." 

SECTION 7. SECTION 15-30-207, MCA, IS AMENDED TO READ: 

"15-30-207. Annual statement by employer. (1) Every 

employer shall, on or before February 28 in each year, file 

with the department a wage and tax statement for each 

employee in such form and summarizing such information as 

the department requires, including the total wages paid to 

the employee during the preceding calendar year or any part 

thereof and showing the total amount of the federal income 

tax deducted and withheld from such wages and the total 

amount of the tax deducted and withheld therefrom under the 

provisions of 15-30-201 through 15-30-209 and 39-71-2503. 

(2) The annual statement filed by an employer with 

respect to the wage payments reported constitutes full 

compliance with the requirements of 15-30-301 relating to 

the duties of information agents, and no additional 

information return is required with respect to such wage 

payments. 

(3) In addition to any other penalty provided by law, 

-l3- HB ~04 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0504/02 

the failure of an employer to furnish a statement as 

required by subsection (1) subjects the employer to a 

penalty of $5 for each failure, provided that the minimum 

penalty for failure to file the statements required on or 

before February 28 of each year shall be $50. This penalty 

may be abated by the department upon a showing of good cause 

by the employer. The penalty may be collected in the same 

manner as are other tax debts.n 

SECTION 8. SECTION 39-71-406, MCA, IS AMENDED TO READ: 

"39-71-406. Deduction from wages of any part of premium 

a misdemeanor. It is unlawful for the employer to deduct or 

obtain any part of any premium required to be paid by this 

chapter from the wages or earnings of his workers, and the 

making or attempt to make any such deduction is a 

misdemeanor. The employee wage tax under 39-71-2503 is not a 

premium for the purpose of this section." 

NEW SECTION. Section 9. Severability. If a part of 

[this act] is invalid, all valid parts that are severable 

from the invalid part remain in effect. If a part of [this 

act] is invalid in one or more of its applications, the art 

remains in effect in all valid applications that are 

severable from the invalid applications. 

NEW SECTION. SECTION 10. APPROPRIATIONS. ill THERE IS 

APPROPRIATED $65,000 FROM THE WORKERS' COMPENSATION PAYROLL 

TAX ACCOUNT TO THE STATE AUDITOR FOR FISCAL YEAR 1993. 
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1 (2) THERE IS APPROPRIATED $47,190 FROM THE WORKERS' 

2 COMPENSATION PAYROLL TAX ACCOUNT TO THE DEPARTMENT OF 

3 REVENUE FOR FISCAL YEAR 1993. 

4 NEW SECTION. SECTION 11. CODIFICATION INSTRUCTION, 

5 [SECTION 5] IS INTENDED TO BE CODIFIED AS AN INTEGRAL PART 

6 OF TITLE 39, CHAPTER 71, AND THE PROVISIONS OF TITLE 39, 

7 CHAPTER 71, APPLY TO (SECTION 5]. 

8 NEW SECTION. Section 12. Applicability. The employee's 

9 wage tax AND THE INCREASE IN THE EMPLOYER PAYROLL TAX 

10 imposed by (seet¼en-4 SECTIONS 4 AND 5] commenees--w¼th--the 

11 ea¼endar--~~arter--end¼ng-Mareh-3¼7-¼993 COMMENCE ON JULY 1 1 

12 1993. 

13 NEW SECTION. Section 13. Effective date. [This act] is 

14 effective on passage and approval. 

-End-
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APPROVED BY COMMITTEE 
ON LABOR & EMPLOYMENT 
RELATIONS 

AS Al-£NDED 

HOUSE BILL NO. 504 

INTRODUCED BY BENEDICT 

BY REQUEST OF THE JOINT SELECT 

COMMITTEE ON WORKERS' COMPENSATION 

A BILL FOR AN ACT ENTITLED: "AN ACT INCREASING THE EMPLOYER 

PAYROLL TAX ~e--¼--PBReBN~ AND IMPOSING A--¼--PBReBN~ AN 

EMPLOYEE WAGE TAX; DIRECTING THAT THE TAX PROCEEDS BE USED 

TO ELIMINATE THE STATE FUND'S OLD FUND UNFUNDED LIABILITY; 

PROVIDING APPROPRIATIONS, AMENDING SECTIONS 15-30-207, 

39-71-406, 39-71-2351, 39-71-2501, 39-71-2502, 39-71-2503, 

AND 39-71-2504, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE 

DATE AND AN APPLICABILITY DATE." 

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

Section 1. Section 39-71-2351, MCA, is amended to read: 

"39-71-2351. Purpose of separation of state fund 

liability as of July 1, 1990, and of separate funding of 

claims before and on or after that date. (1) An unfunded 

liability exists in the state fund. It has existed since at 

least the mid-1980s and has grown each year. There have been 

numerous attempts to solve the problem by legislation and 

other methods. These attempts have alleviated the problem 

somewhat, but the problem has not been solved. 

(2) The legislature has determined that it is necessary 
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to the public welfare to make workers• compensation 

insurance available to all .employers through the state fund 

as the insurer of last resort. In making this insurance 

available, the state fund has incurred the unfunded 

liability. The legislature has determined that the most 

cost-effective and efficient way to provide a source of 

funding for and to ensure payment of the unfunded liability 

and the best way to administer the unfunded liability is to: 

(a) separate the liability of the state fund on the 

basis of whether a claim is for an injury resulting from an 

accident that occurred before July 1, 1990, or an accident 

that occurs on or after that date; 

(b) extend and increase the payroll tax imposed by 

39-71-2503, expand the tax to include an employee wage tax, 

and dedicate the tax money first to the repayment of bonds 

issued under 39-71-2354 and 39-71-2355 and then to the 

repayment of loans given under 39-71-2354 and 39-71-2355 and 

the direct payment of the costs of administering and paying 

claims for injuries from accidents that occurred before July 

1, 1990. 

(3) The legislature further determines that in order to 

prevent the creation of a new unfunded liability with 

respect to claims foe injuries for accidents that occuc on 

or after July 1, 1990, certain duties of the state fund 

should be clarified and legislative oversight of the state 
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fund should be increased," 

Section 2. Section 39-71-2501, MCA, is amended to read: 

"39-71-2501. Definitions. As used in this part, the 

following definitions apply: 

(1) 11 Department" means the department 

provided for in 2-15-1301. 

of revenue 

(2) "Employee" has the meaning as defined in 39-71-118. 

titill. "Employer" 

39-71-117. 

has the meaning set forth in 

tiltill "Payroll" means the payroll of an employer for 

each of the calendar quarters ending March 31, June 30, 

September 30, and December 31, for all employments covered 

under 39-71-401. 

t4till "State fund" means the state compensation mutual 

insurance fund. 

tStill. 11 Tax 11 means the workers' compensation payroll 

and wa~ tax provided for in 39-71-2503. 

t6till 11 Tax account" means the workers' compensation 

tax account created by 39-71-2504, 

ill "Wages" has the meaning as defined in 39-71-123." 

Section 3. Section 39-71-2502, MCA, is amended to read: 

•39-71-2502. Findings and purpose. (1) Based on current 

liabilities and actuarial analysis, an unfunded liability 

presently exists in the state fund with regard to claims for 

injuries resulting from accidents that occurred before July 
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l, 1990, and it may increase. While legislative action is 

required to correct the causes of the unfunded liability, 

those actions will not provide sufficient funds to permit 

the state fund to pay its existing liabilities and 

obligations in a timely manner from premium and investment 

income available to the state fund. Therefore, it is 

necessary to provide a-sottre~ other sources of funding for 

the unfunded liability in addition to premium and investment 

income. 

(2) The police power of the state extends to all great 

public needs. The state, in the exercise of its police 

power, has determined that it is greatly and immediately 

necessary to the public welfare to make workers' 

compensation insurance available to all employers through 

the state fund as the insurer of last resort. In making this 

insurance available, the state fund has incurred the 

unfunded liability described in subsection (1). The burden 

of this unfunded liability should not be borne solely by 

those employers who have insured with the state fund because 

the availability of insurance to all employers through the 

state fund has benefited all employers who have workers' 

compensation coverage., nor should this unfunded liability 

be borne only by employers. Therefore, all employers and all 

employees who have employments covered by the workers' 

compensation laws should share in the cost of the unfunded 
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liability. 

(3) The purpose of this part is to provide " 
supplemental sottree sources of financing for the unfunded 

liability." 

Section 4. Section 39-71-2503, MCA, is amended to read: 

"39-71-2503. Workers' compensation payroll tax and wage 

tax. (1) (a) There is imposed on each employer a workers' 

compensation payroll tax in an amount equal to 8•i81 ¼I 

0,28\, PLUS THE ADDITIONAL AMOUNT OF PAYROLL TAX PROVIDED IN 

[SECTION 5), of the employer"s payroll in the preceding 

calendar 

39-71-401, 

quarter 

except 

for 

that 

all employments covered under 

if an employer is subject to 

B-30-204(2), the tax is an amount equal to e~~8% !% 0,28\, 

PLUS THE ADDITIONAL AMOUNT OF PAYROLL TAX PROVIDED IN 

[SECTION 5], of the employer's payroll in the preceding 

week. 

(b) There is imposed on each employee a workers 1 

compensation wage tax in--an--amo~nt--eqtta¼--~o--¼I=~~ AS 

PROVIDED IN [SECTION 5), ON the employee's wages in the 

preceding calendar quarter for all employments covered under 

39-?1-401. For the purpose of this tax, a sole proprietor 

shaii---pay---only---the---empioyerLs--payroll--tax--on--the 

proprieterLs-own-emplepent~ ~his-payrali-tax OR A WORKING 

PARTNER OF A PARTNERSHIP WHO ELECTS COVERAGE UNDER 39-71-401 

SHALL PAY ONLY THE EMPLOYER'S PORTION OF THE PAYROLL TAX ON 
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THE SOLE PROPRIETOR'S OR WORKING PARTNER'S OWN EMPLOYMENT. A 

CORPORATE OFFICER WHO IS ALSO AN EMPLOYEE OF THE CORPORATION 

AND IS ENGAGED IN A COVERED EMPLOYMENT, AS PROVIDED IN 

39-71-401, SHALL PAY ONLY THE EMPLOYER'S PORTION OF THE 

PAYROLL TAX ON THE CORPORATE OFFICER'S OWN EMPLOYMENT. ALL 

OTHER EMPLOYEES OF A CORPORATION, SOLE PROPRIETORSHIP< OR 

PARTNERSHIP SHALL PAY THE WAGE TAX AS REQUIRED IN THIS 

SECTION. 

(c) These taxes must be used to reduce the unfunded 

liability in the state fund incurred for claims for injuries 

resulting from accidents that occurred before July 1, 1990. 

If one or more loans or bonds are outstanding, ehe-eax-mttse 

be-eontintted-at-the-9Ti8%-rate-and the legislature may not 

modi£y--ehe--Cax--rate7-tfte-ttse-0£-the-tax-~roceeds
7
-er-th¼s 

seetion-in-a-manner-tha~-redttees reduce the security for 

repayment of the outstanding loans or bonds, except that the 

legislature may forgive payment of the~ tax or reduce the a 

tax rate for any 12-month period if the workers• 

compensation bond repayment account contains on the first 

day of that period an amount, regardless of the source, that 

is in excess of the reserve maintained in the account and 

that is equal to the amount needed to pay and dedicated to 

the payment of the principal, premium, and interest that 

must be paid during that period on the outstanding loans or 
bonds. The-iegis¼at~r~-may-"ot-i"erease-the-tax-rat~-~xeept 
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~poft-a-two-thirds-Yote-of-eaeh-ho~se. 

tbtill Each employer shall maintain the records the 

department requires concerning the employer's payroll and 

the employee wage tax. The records are subject to inspection 

by the department and its employees and agents during 

regular business hours. 

(E) AN EMPWYEE DOES NOT HAVE ANY RIGHT OF ACTION 

AGAINST AN EMPWYER FOR ANY MONEY DEDUCTED ANO WITHHELD FROM 

THE EMPLOYEE'S WAGES AND PAID TO THE STATE IN COMPLIANCE OR 

INTENDED COMPLIANCE WITH THIS SECTION. 

(F) THE EMPWYER IS LIABLE TO THE STATE FOR ANY AMOUNT 

OF WAGE TAXES, PLUS INTEREST AND PENALTY, WHEN THE EMPLOYER 

FAILS TO WITHHOLD FROM AN EMPLOYEE'S WAGES OR FAILS TO REMIT 

TO THE STATE THE WAGE TAX REQUIRED BY THIS SECTION. 

(2) All collections of the ta~~ are-appropriated 

to-aftd must be deposited as received in the tax account. The 

eax-¼e taxes are in addition to any other tax or fee 

assessed against employers and employees subject to the tax 

taxes. 

(3) (a) On or before the last day of April, July, 

October, and January, each employer subject to the tax shall 

file a return in the form and containing the information 

required by the department and, except as provided in 

subsection (3)1b), pay the amount of tax required by this 

section to be paid on the employer's payroll for the 
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preceding calendar quarter and in addition shall withhold 

frea-an-emp¼eyeeis--wages--the--wage--tax--pre•¼ded--for--in 

s~bseetion--t¼ttbt--and--pay--¼t--to--the--department REMIT 

WITHHOLDING FOR EMPWYEES' WAGE TAXES AT THE SAME TIME. 

I b) An employer subject to 15-30-204 ( 2) shall remit to 

the department a weekly payment with its weekly withholding 

tax payment in the amount required by subsection (l)(a) and 

shall remit withholdings for employees' wage taxes at the 

same time. 

(c) A--taw--payment Tax payments required by sttbseet¼on 

subsections (l)(a) and (l)(b) must be made with the return 

filed pursuant to 15-30-204. The department shall first 

credit a payment to the liability under 15-30-202 and credit 

any remainder to the workers' compensation tax account 

provided in 39-71-2504. 

14) An employer's officer or employee with the duty to 

collect, account for, and pay to the department the amounts 

due under this section who wi¼¼ftt¼¼y fails to pay an amount 

is liable to the state for the unpaid amount and any penalty 

and interest relating to that amount. 

(5) Returns and remittances under subsection 13) and 

any information obtained by the department during an audit 

are subject to the provisions of 15-30-303, but the 

department may disclose the information to the department of 

labor and industry under circumstances and conditions that 
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ensure the continued confidentiality of the information. 

(6) The department of labor and industry and the state 

fund shall, on July 1, 1991, or as soon after that date as 

possible, give the department a list of all employers having 

coverage under any plan administered or regulated by the 

department of labor and industry and the state fund. After 

the lists have been given to the department, the department 

of labor and industry and the state fund shall update the 

lists weekly. The department of labor and industry and the 

state fund shall ,provide the department with access to their 

computer data bases and paper files and records for the 

purpose of the department's administration of the tax 

imposed by this section. 

(7) The provisions of Title 15, chapter 30, not in 

conflict with the provisions of this part regarding 

administration, remedies, enforcement, collections, 

hearings, interest, deficiency assessments, credits for 

of limitations, penalties, and overpayment, statute 

department rulemaking authority apply to the taw taxes, to 

employers, employees, and to the department." 

NEW SECTION. SECTION 5. PAYMENT OF UNFUNDED LIABILITY 

FOR INJURIES RESULTING FROM ACCIDENTS OCCURRING BEFORE JULY 

1, 1990. (1) BEGINNING JULY l, 1993, THE STATE FUND SHALL 

PAY FOR THE COST OF ADMINISTERING AND PAYING CLAIMS FOR 

INJURIES RESULTING FROl4_ ACCIDENTS THAT OCCURRED BEFORE JULY 
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l, 1990, NOT COVERED BY ANY OTHER FUNDING SOURCE, BY 

BORROWING FROM THE RESERVES ACCUMULATED FROM PREMIUMS PAID 

TO THE STATE FUND, BASED UPON WAGES PAYABLE ON OR AFTER JULY 

1, 1990, AND INVESTED BY THE BOARD OF INVESTMENTS, FROM TIME 

TO TIME, THE AMOUNT THAT THE STATE FUND DETERMINES AND THE 

BUDGET DIRECTOR CERTIFIES, AS PROVIDED IN 39-71-2354, WILL 

BE NEEDED TO PAY FOR ADMINISTERING AND PAYING THE CLAIMS FOR 

THE ENSUING YEAR. 

(2) (A) IN JANUARY OF EACH YEAR, PRIOR TO THE START OF 

THE FOLLOWING FISCAL YEAR, THE STATE FUND SHALL FORWARD TO 

THE BUDGET DIRECTOR INFORMATION PERTAINING TO THE AMOUNT 

THAT THE STATE FUND WILL BORROW FOR THE ENSUING FISCAL YEAR 

TO PAY FOR THE COST OF ADMINISTERING AND PAYING CLAIMS FOR 

THE INJURIES PROVIDED FOR IN SUBSECTION (1), EXCEPT THAT FOR 

FISCAL YEAR 1994, THE INFORMATION ON THE AMOUNT TO BE 

BORROWED BY THE STATE FUND MUST BE FORWARDED TO THE BUDGET 

DIRECTOR NO LATER THAN 45 DAYS PRIOR TO THE START OF THE 

FISCAL YEAR. IN ADDITION, THE STATE FUND SHALL FORWARD TO 

THE BUDGET DIRECTOR THE SCHEDULE OF PROJECTED LIABILITY 

PAYMENTS AND CASH NEEDS ON WHICH THE AMOUNT TO BE BORROWED 

IS BASED. THE SCHEDULE MUST INCLUDE BUT rs NOT LIMITED TO 

TOTAL PROJECTED LIABILITY PAYMENTS, LOANS AND BOND DEBT 

PAYMENTS, REVENUE FROM THE EMPLOYER PAYROLL TAX AND EMPLOYEE 

WAGE TAX PROVIDED FOR IN 39-71-2503, PROJECTED FISCAL 

YEAREND CASH, AND THE_J>ROJECTED FISCAL YEAREND CASH FOR THE 
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YEAR 2003. 

(Bl (Il THERE IS IMPOSED ON EACH EMPLOYER A WORKERS' 

COMPENSATION PAYROLL TAX AND ON EACH EMPLOYEE A WORKERS' 

COMPENSATION WAGE TAX AS PROVIDED IN 39-71-2503. FOR FISCAL 

YEAR 1994, THE EMPLOYER PAYROLL TAX IS AN AMOUNT EQUAL TO 

0.51 OF THE EMPLOYER'S PAYROLL IN THE PRECEDING CALENDAR 

QUARTER FOR ALL EMPLOYMENTS COVERED BY 39-71-401. FOR FISCAL 

YEAR 1994, THE EMPLOYEE WAGE TAX IS AN AMOUNT EQUAL TO 0.5\ 

OF THE EMPLOYEE'S WAGES IN THE PRECEDING CALENDAR QUARTER 

FOR ALL EMPLOYMENTS COVERED BY 39-71-401. 

(II) THE RATE OF THE EMPLOYER PAYROLL TAX DETERMINED BY 

THIS SECTION INCLUDES THE 0.28\ EMPLOYER PAYROLL TAX 

PROVIDED FOR IN 39-71-2503. 

i.!!!l fil THE EMPLOYER PAYROLL TAX THAT IS IN EXCESS OF 

THE 0.281 TAX PROVIDED FOR IN 39-71-2503 AND THE EMPLOYEE 

WAGE TAX TERMINATE AT THE END OF FISCAL YEAR 2003, 

(Bl IF THE DEBT SERVICE ACCOUNT HAS SUFFICIENT FUNDS TO 

PAY OUTSTANDING BONDS OR IF NO BONDS ARE OUTSTANDING, THE 

PAYROLL TAX MAY NOT BE IMPOSED AFTER THE END OF FISCAL YEAR 

2003. 

(IV) THE EMPLOYER PAYROLL TAX AND THE EMPLOYEE WAGE TAX 

DESCRIBED IN THIS SECTION MUST BE COLLECTED AND DEPOSITED AS 

PROVIDED IN 39-71-2503 AND 39-71-2504. 

( 3 l IF IN ANY JANUARY THE PROJECTED AMOUNT TO BE 

BORROWED BY THE STATE FUND EXCEEDS !50 MILLION FOR THE 
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FOLLOWING FISCAL YEAR, THE TAX RATE ON THE EMPLOYER AND 

EMPLOYEE MUST BE INCREASED BY 0.05\ FOR THE FOLLOWING FISCAL 

YEAR OVER THE CURRENT TAX RATE. IF IN ANY JANUARY THE 

PROJECTED FISCAL YEAREND CASH BALANCE FOR THE CURRENT FISCAL 

YEAR EXCEEDS $25 MILLION, THE TAX RATE ON THE EMPLOYER AND 

EMPLOYEE MUST BE REDUCED BY 0.051 FROM THE CURRENT TAX RATE 

FOR THE FOLLOWING FISCAL YEAR. 

( 4) THE TOTAL TAX ON EMPLOYERS MAY NOT EXCEED O, 7 51, 

AND THE TOTAL WAGE TAX ON EMPLOYEES MAY NOT EXCEED 0,751. 

( 5 l THE BUDGET DIRECTOR SHALL CERTIFY THE CASH FLOW 

PROJECTIONS OF THE STATE FUND REQUIRED SY THIS SECTION AND 

SHALL NOTIFY THE DEPARTMENT OF REVENUE NO LATER THAN APRIL 1 

OF THE RATE OF TAX TO BE COLLECTED PURSUANT TO THIS SECTION, 

Section 6. Section 39-71-2504, MCA, is amended to read: 

"39-71-2504. Workers• coapensation taz account. (1) 

There is a workers' compensation tax account in the state 

special revenue fund. The workers' compensation tax account 

consists of a tax account and a workers• compensation bond 

repayment account. 

(2) All collections of the ~ex taxes imposed under 

39-71-2503, interest and penalties on the tax taxesr and 

revenue appropriated to the workers' compensation tax 

account under section 11, Chapter 9, Special 

1989, must be deposited in the workers' 

account. All aach money deposited in 
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compensation tax account must be credited to the workers• 

compensation bond· repayment account to the extent necessary 

to pay the principal of and redemption premium and interest 

due on workers' compensation bonds issued under 39-71-2354 

and 39-71-2355 and to establish and maintain a reserve for 

the bonds equal to the maximum annual principal of and 

interest on the bonds in any future yeac. The balance in the 

workers' compensation bond repayment account must be 

credited to the tax account within the workers' compensation 

tax account and is statutorily appropriated, as provided in 

17-7-502, to the state fund to be used to reduce the 

unfunded liability in the state fund incurred for claims for 

injuries resulting from accidents that occurred before July 

1, 1990." 

SECTION 7. SECTION 15-30-207, !,!CA, IS AMENDED TO READ: 

"15-30-207. Annual statement by employer. (1) Every 

employer shall, on or before February 28 in each year, file 

with the department a wage and tax statement for each 

employee in such form and summarizing such information as 

the department requires, including the total wages paid to 

the employee during the preceding calendar year or any part 

thereof and showing the total amount of the federal income 

tax deducted and withheld from such wages and the total 

amount of the tax deducted and withheld therefrom under the 

provisions of 15-30-201 through 15-30-209 and 39-71-2503. 
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(2) The annual statement filed by an employer with 

respect to the wage payments reported constitutes full 

compliance with the requirements of 15-30-301 relating to 

the duties of information agents, and no additional 

information return is required with respect to such wage 

payments. 

(3) In addition to any other penalty provided by law, 

the failure of an employer to furnish a statement as 

required by subsection (1) subjects the employer to a 

penalty of $5 for each failure, provided that the minimum 

penalty for failure to file the statements required on or 

before February 28 of each year shall be $50. This penalty 

may be abated by the department upon a showing of good cause 

by the employer. The penalty may be collected in the same 

manner as are other tax debts." 

SECTION 8. SECTION 39-71-406, f,ICA, IS AMENDED TO READ: 

"39-71-406. Deduction from wages of any part of preaiua 

a aisdeaeanor. It is unlawful for the employer to deduct or 

obtain any part of any premium required to be paid by this 

chapter from the wages or earnings of his workers, and the 

making or attempt to make any such deduction is a 

misdemeanor. The employee wage tax under 39-71-2503 is not a 

premium for the purpose of this section. 11 

NEW SECTION. Section 9. Severability. If a part of 

[this act] is invalid, all valid parts that are severable 
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l from the invalid part remain in effect. If a part of [this 

2 act) is invalid in one or more of its applications, the art 

3 remains in effect in all valid applications that are 

4 severable from the invalid applications. 

5 

6 

7 

B 

9 

10 

ll 

NEW SECTION. SECTION 10. APPROPRIATIONS. ill THERE IS 

APPROPRIATED S65,000 FROM THE WORKERS' COMPENSATION PAYROLL 

TAX ACCOUNT TO THE STATE AUDITOR FOR FISCAL YEAR 1993. 

(2) THERE IS APPROPRIATED S47,190 FROM THE WORKERS' 

COMPENSATION PAYROLL TAX ACCOUNT TO THE DEPARTMENT OF 

REVENUE FOR FISCAL YEAR 1993. 

NEW SECTION. SECTION 11. CODIFICATION INSTRUCTION. 

12 [SECTION 5] IS INTENDED TO BE CODIFIED AS AN INTEGRAL PART 

13 OF TITLE 39, CHAPTER 71, AND THE PROVISIONS OF TITLE 39 1 

l4 CHAPTER 71, APPLY TO [ SECTION 5] • 

15 NEW SECTI()N. Section 12. Applicability. The employee's 

16 wage tax AND THE INCREASE IN THE EMPLOYER PAYROLL TAX 

17 imposed by [seet¼eft-4 SECTIONS 4 AND 5) ee111111enees-w¼th-the 

18 ee¼eftdar-~tterter-eftd½ng-Mareh-3¼7-¼993 COM!4ENCE ON JULY 1, 

19 1993. 

20 NEW SECTION. Section 13. Effective date. [This act J is 

21 effective on passage and approval. 

-End-
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HOUSE BILL IIO. S04 

IN'l'RODIICED BY BENEDICT 

BY REQUEST OF THE JOINT SELECT 

COMMITTEE ON NORltERS' COIIPENSATION 

A BILL FOR AN ACT ENTITLED: "AN ACT INCREASING THE EMPLOYER 

PAYROLL TAX '1!8--¼--PBReBN'l' AND IMPOSING A--¼--PlllleBll'l' AN 

BIIPLOYEE WAGE TAX; DIRECTING THAT THE TAX PROCEEDS BE USED 

TO ELIMINATE THE STATE FUND'S OLD FUHD UNFUNDED LIABILITY; 

PROVIDING APPROPRIATIONS, AMENDING SECTIONS l5-30-207L 

39-71~406, 39-71-2351, 39-71-2S01, 39-71-2502, 39-71-2503, 

AND 39-71-2504, MCA; AND PROVIDING AN IMMEDIATE· EFFECTIVE 

DATE AND AN APPLICABILITY DATE." 

BE IT ENACTED BY THE LF.GISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 39-71-2351, MCA, is amended to read: 

•39-71-2351. Purpose of separation of state fund 

liability as of July 1, 1990, and of separate funding of 

clai- before and on or after that date. (l) An unfunded 

liability exists in the state fund. It has existed since at 

least the mid-1980s and has grown each year. There have been 

numerous attempts to solve the problem by legislation and 

other methods. These attempts have alleviated the problem 

somewhat, but the problem has not been solved. 

(2) The legislature has determined that it is necessary 

~ ... .., ....... ,_ 
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to the public welfare to make workers' c0111pensation 

insurance available to all employers through the state fund 

as the insurer of last resort. In making this insurance 

available, the state fund has incurred the unfunded 

liability. The legislature has determined that the most 

cost-effective and efficient way to provide a source of 

funding for and to ensure payment of the unfunded liability 

and the best way to administer the unfunded liability is to: 

(a) separate the liability of the state fund on the 

basis of whether a claim is for an injury resulting fro■ an 

accident that occurred before July 1, 1990, or an accident 

that occurs on or after that date; 

(b) extend and increase the payroll tax imposed by 

39-71-2503, expand the tax to include an employee wage tax, 

and dedicate the tax money first to the repayment of bonds 

issued under 39-71-2354 and 39-71-2355 and then to the 

repayment of loans given under 39-71-2354 and 39-71-2355 and 

the direct payment of the costs of administering and paying 

claims for injuries from accidents that occurred before July 

1, 1990. 

(3) The legislature further determines that in order to 

prevent the creation of a new unfunded liability with 

respect to claims for injuries for accidents that occur on 

or after July 1, 1990, certain duties of the state fund 

should be clarified and legislative oversight of the state 

-2- HB 504 
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fund should be increased.• 

Section 2. Section 39-71-2501, MCA, is aaended to read: 

•39-71-2501. Definitions. As used in this part, the 

following definitions apply: 

(l) "Department" means the department 

provided for in 2-15-1301. 

of revenue 

(2) "Employee• has the meaning as defined in 39-71-118. 

titill •Eaployer• 

39-71-117. 

has the aeaning set forth in 

Otill "Payroll" aeans the payroll of an employer for 

each of the calendar quarters ending 11.lrch 31, June 30, 

September 30, and December 31, for all eaployaents covered 

under 39-71-401. 

t4till •state fund• means the state c011pensation autual 

insurance fund. 

t5till •Tax• means the workers' compensation payroll 

and wage tax provided for in 39-71-2503. 

titill "Tax account• means the workers• compensation 

tax account created by 39-71-2504. 

(81 •wages• has the aeaning as defined in 39-71-123." 

Section 3. Section 39-71-2502, MCA, is aaended to read: 

•39-71-2502. Findings and purpose. (1) Baaed on current 

liabilities and actuarial analysis, an unfunded liability 

presently exists in the state fund with regard to claims for 

injuries resulting from accidents that occurred before July 
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1, 1990, and it may increase. While legi11lative action is 

required to correct the causes of the unfunded liability, 

those actions will not provide sufficient funds to permit 

the state fund to pay its existing liabilities and 

obligations in a tiaely .,..nner from premium and investment 

income available to the state fund. Therefore, it is 

necessary to provide e-aoaree other sources of funding for 

the unfunded liability in addition to premium and investment 

ine011e. 

I 2) The police power of the state extends to all great 

public needs. The state, in the exercise of its police 

power, has· determined that it is greatly and ia.ediately 

necessary to the public welfare to make worker&' 

compensation insurance available to all employers through 

the state fund as the insurer of last resort. In aaking this 

inaurance available, the state fund has incurred the 

unfunded liability described in subsection (1). The burden 

of this unfunded liability should not be borne solely by 

those employers who have insured with the state fund because 

the availability of insurance to all employers through the 

state fund has benefited all employers who have workers' 

compensation. coverageT, nor should this unfunded liability 

be borne only by employers. Therefore, all employers and all 

e-eloyees who have eaployments covered by the workera• 

compensation laws should share in the cost of the unfunded 
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liability. 

(3) The purpose of this part is to provide " 
supplemental sedree sources of financing for the unfunded 

liability.• 

Section 4. s.-cuon 39-71-2503, MCA, is amended to read: 

"39-·H-2~0J. ~orkers' compensation payroll tax and wage 

tax. Ill (a) There is imposed on each employer a workers' 

compensation payroll tax in an amount equal to 8Tie, ¼' 
0.28\, PLUS THE ADDITIONAL AMOUNT OF PAYROLL TAX PROVIDED IN 

[SECTION SJ, of the employer's payroll in the preceding 

calendar 

39-71-401, 

quarter 

except 

for 

that 

all 

if 

employments covered under 

an employer is subject to 

15-30-204(2), the tax is an amount equal to 8Ti8' ¼' !!..:1..!!!.,. 

PLUS THE ADDITIONAL AMOUNT OF PAYROLL TAX PROVIDED IN 

(SECTION 5), of the eaployer's payroll in the preceding 

week. 

(bl The<e is imposed on each employee a wo<kers' 

cQmpensation wage tax in--an--aaednt--eqda¼--to--¼,--eE, AS 

PROVIDED IN [SECTION 5), ON the employee's wages in the 

p<eceding calenda< quarter for all employments covered under 

39-71-401. Fo< the purpose of this tax, a sole proprietor 

ehall---pay---en¼y---the---emp¼oyerLa--payro¼¼--tax--on--the 

preprieterLa-own-emp¼oyaent, ~his-payroli-tas OR A NORKING 

PARTNER OF A PARTNERSHIP WHO ELECTS COVERAGE UNDER 39-71-401 

SHALL PAY ONLY THE EMPLOYER'S PORTION OF THE PAYROLL TAX ON 
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THE SOLE PROPRIETOR'S OR iiORKING PARTNER'S OWN EMPLOYMENT. A 

CORPORATE OFJ;"!CER WHO IS ALSO AN EMPLOYEE OF THE CORPORATION 

AND IS ENGAGED IN A COVERED EMPLOYMENT, AS PROVIDED IN 

39-71-401, SHALL PAY ONLY THE EMPLOYER'S PORTION OF THE 

PAYROLL TAX ON THE CORPORATE OFFICER'S OWN EMP!,OYMENT. ~LL 

OTHER EMPLOYEES OF A CORPORATION, SOLE PROPRIETORSHIPL. OR 

PARTNERSHIP SHALL PAY THE WAGE TAX AS REQUIRED IN TRIS 

SECTION. 

(cl These taxes must be used to reduce the unfunded 

liability in the state fund incurred for claims for injuries 

resulting froa accidents that occurred before July 1, 1990. 

If one or aore loans or bonds are outstanding, the-taz-•••e 

be-continaed-at-the-&TiB,-rate-and the legislature may not 

aodiEy--ehe--ta•--rate7-the-aee-oE-the-ta•-proceeda7-or-ehi■ 

eect¼on-¼n-a-aanner-that-redacea ~ the security for 

repayaent of the outstanding loans or bonds, except that the 

legislature IIAY forgive payment of the~ tax or reduce the~ 

tax rate for any 12-month period if the worker■' 

coapensation bond repayment account contains on the first 

day of that period an amount, regardless of the source, that 

is in excess of the reserve maintained in the account and 

that is equal to the amount needed to pay and dedicated to 

the payment of the principal, premium, and interest that 

must be paid during that period on the outstanding loans or 
bonds. 'l'he-¼egia¼atnre-aay-ftet-¼nerease-the-tax-rate-exeep~ 
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ape11-e-t--thirde-•et:e-of-eeett-hoaeeT 

tbtill Each employer shall -intain the records the 

department requires concerning the employer's payroll and 

the employee wage tax. The records are subject to inspection 

b.y the department and its employees and agents during 

regular business hours. 

(El AN EMPLOYEE DOES NOT HAVE ANY RIGll'l' OF ACTION 

AGAINST AN EMPLOYER FOR ANY MONEY DEDUCTED AND WITHHELD FROtt 

THE EMPLOYEE'S WAGES AND PAID TO THE STATE IN Cc»Y'LIANCE OR 

INTENDED COMPLIANCE WI'lll THIS SECTION, 

U'l THE EMPLOYER IS LIABLE TO THE STATE FOR ANY AMOUNT 

OF WAGE TAXES 1 PLUS INTEREST AND PENALTY 1 WHEN THE EMPLOYER 

PAILS TO WITHHOLD PRON AN EMPLOYEE'S WAGES OR FAILS 'l'Q REMIT 

TO TBE STATE TBE WAGE TAX RJlQUIRED BY THIS SECTION. 

(2) All collections of the ta•~ are-appropriated 

ta-aftd muet be deposited as received in the tax account. The 

tea-is taxes are in addition to any other tax or fee 

assessed against e■ployers and employees subject to the tes 

~-
(3) (a) On or before the last day of April, July, 

October, and January, each a■ployer subject to the tax shall 

file a return in the for■ and containing the information 

required by the department and, except as provided in 

subsection (3)(b}, pay 

section to be paid on 

the ilJIOunt of tax required by this 

the e■ployer's payroll for the 
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preceding calendar quarter and in addition shall withhoid 

fr--a11-eap¼oyee~e--we9ee--the---9e--tas--pr.,.ided--far--¼ft 

aabaeetie11--tittbt--aftd--pay--it--ta--the--depart-nt !!!;!!!! 

WITHHOLDING POR EMPLOYEES' WAGE TAXES AT THE SAME TINE, 

(b) An employer subject to lS-30-204(2) shall remit to 

the depart■ent a weekly payment with its weekly withholding 

tax payment in the a■ount required by subsection (l.)(a) !!!!!! 

shall reait withholdings for employees' wage~- taxes at ~he 

same time. 

(c} A--tas--pay■ent Tax pa)'IIM!nts required by a,sbaeet¼o11 

subsections (l)(a) and (l)(bl must be -de with the return 

filed pursuant to lS-30-204. The depart-nt shall first 

credit a payment to the liability under lS-30-202 and credit 

any re■ainder to the workers' compensation tax account 

provided in 39-71.-2504. 

(4) An eapl.oyer•s officer or employee with the duty to 

collect, account for, and pay to the depart-nt the ~unta 

due under this section who w¼iifatiy fails to pay an aaount 

is liable to the state for the unpaid a■ount and any penalty 

and intereat relating to that aaount. 

(5) Returns and r-ittancea under subsection (3) and 

any infor■ation obtained by the depart-nt during an audit 

are aubject to the proviaions of 15-30-303, but the 

depart-nt ■ay disclose the information to the department of 

labor and industry under circu■stances and conditions that 

-B- es sot 
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ensure the continued confidentiality of the information. 

(6) The department of labor and industry and the state 

fund shall, on July 1, 1991, or as soon after that date as 

possible, give the department a list of all employers having 

coverage under ony plan administered or regulated by the 

department ut laboc and industry and the state fund. After 

the lists have been given to the department, the department 

of labor and industry and the state fund shall update the 

lists weekly. The department of labor and industry and the 

state fund shall _provide the department with access to their 

computer data bases and paper files and records for the 

purpose of the department's administration of the tax 

i■posed by this section. 

(7) The provisions of Title 15, chapter 30, not in 

conflict with the provisions of this part regarding 

administration, remedies, enforcement, collections, 

hearings, interest, deficiency assessments, credits for 

and 
overpay■ent, statute of limitations, penalties, 

depart■ent rule-king authority apply to thetas~• te 

eaployers, e■ployees 1 and to the depart■ent.• 

NEW SEC'l'_ION. SECTION 5. PAYMENT OF UNP'ONDED LIABILITY 

FOR INJURIES RESULTING FROM ACCIDENTS OCCURRING BEFORE JULY 

1
1 

1990. (1) BEGIIINIJIG JULY 1, 1993 1 THE STATE FUND SHALL 

PAY FOR THE COST OF ADNINJ!I_T~ING AND PAYING CLAiltS FOR 

INJURIES REl!_ULTIJIG FR08_ AC<;_IDEN'.l'_!I_ THAT OCCURRED BEFORE JULY 
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1 1 1990 1 NOT COVERED BY ANY OTHER FUNDING SOORCE 1 BY 

BORROWING FROM THE RESERVES ACCUMULATED FROM PREMIUMS PAID 

TO THE STATE FUND. BASED UPON WAGES PAYABLE ON OR Af"l'ER JULY 

1, 1990, AND INVESTED BY THE BOARD OF INVESTIIEIITS, FROM TIME 

TO TIME, THE AMOUNT THAT THE STATE FUND DETERMINES AND THE 

BUDGET DIRECTOR CERTIFIES, AS PROVIDED IN 39-71-2354, WILL 

BE NEEDED TO PAY FOR ADMINISTERING AND PAYING THE CLAIMS FOR 

TBE ENSUING YEAR. 

(2) (Al IN JANUARY OF EACH YEAR, PRIOR TO THE START OP 

THE FOLLONING FISCAL YEAR 1 THE STATE FUND SHALL FORWARD TO 

THE BUDGET DIRECTOR INFORMATION PERTAINING TO THE AMOUll'J' 

THAT TBE STATE POND WILL BORROW FOR THE ENSUING FISCAL YEAR 

TO PAY FOR THE COST OF ADMINISTERING AND PAYING CLAIMS P0R 

TBE INJURIES PROVIDED FOR IN SUBSECTION (1) 1 EXCEPT THAT POR 

PISCAL YEAR 199t, TBE INPORMATION ON THE AMOUNT TO BE 

BORROWED _ BY TBE STATE FUND M~T BE FORWARDED TO THE BUPGET 

DIRECTOR_liQ [,ATER THAN t5 DAYS PRIOR TO THE !!_TART OF TB]!: 

FISCAL YEAR. IN ADDITION. THE STATE FUND SHALL FORWARD TO 

TBE BUDGBT DIRBCTOR THE SCHEDULE OF PROJECTED LIABILITY 

PAYllEIITS A)ID CAS!I NEED!!_ ON lf!llCH THE AMOUNT TO BE !l()RROW1$D 

I~ BASED. THE SCHEDULE MUST IIICWDE BUT IS NOT LIMITED TO 

TOTAL PROJECTED LIABILITY PAYMENTS, LOANS AND BOND DEBT 

PAYMENTS« REVENOE FRON THE EMPLOYER PAYROLL TAX AND EMPLOYEE 

WAGE TAX PROVIDED FOR IN 39-71-2503, PROJECTED FISCAL 

YBAREND CASH 1 AND THE PROJECTED FISCM, YEAREND CASH FOR _ ~ 

-10- BB so, 
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l YEAR 2003. 

2 (Bl (I) THERE IS IMPOSED ON EACH EMPLOYER A WORKERS' 

3 . CONPENSATION PAYROLL TAX AND ON EACH EMPLOYEE A WORKERS' 

4 COMPENSATION WAGE TAX AS PROVIDED IN 39-71-2503. FOR FISCAL 

5 

6 

7 

8 

9 

10 

11 

12 

13 

u 
15 
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YEAR 1994, THE EMPLOYER PAYROLL TAX IS AN AMOUNT EQUAL TO 

0.5\ OF .THE EMPLOYER'S PAYROLL IN THE PRECEDING CALENDAR 

QUARTER FOR ALL EMPLOYMENTS COVERED BY 39-71-401. FOR FISCAL 

YEAR 1994, THE EMPLOYEE WAGE TAX rs AN AMOIJH'l' EQUAL TO o.s, 
OF THE EMPLOYEE'S WAGES IN THE PRECEDING CALENDAR QUARTER 

POR ALL EMPLOYJIBIITS COVEREQ. BY 39-11-401. 

(II) THE RATE OF THE EMPLOYER PAYROLL TAX DETERMINED BY 

THIS SECTION INCLUDES THE P~28\ EMPLOYER PAYROLL TAX 

PROVIDED FOR IN 39-71-2503. 

1!.!!.1. ill THE EMPLOYER PAYROLL TAX THAT IS IN EXCESS OF 

THE 0.281 TAX PROVIDED FOR IN 39-71-2503 AND THE EMPLOYEE 

WAGE TAX TERMINATE AT THE END OF FISCAL YEAR 2003. 

(B) IF THE DEBT SERVICE ACCOUNT HAS SUFFICIENT FUNDS TO 

PAY OOTSTAIIDiliG BONDS OR IP NO BONDS ARE OUTSTAIIDING, THE 

m!OLL T~ MAY IIDT ~I. IMPOSED U"1ER THE IPIJ> QP FIIICAL YEAB 

llih 
( IV) THE EMPLOYER PAYROLL TAX AIID THE EMPLOYEE WAGE TAX 

DESCRIBED IN THIS SECTION MUST BE COLLECTED AIID DEPOSITED AS 

PROVIDED IN 39-71-2503 AND 39-71-2504. 

(3) IP Ill AIIY JANUARY THE PROJECTED AMOUNT TO BE 

BORIIONED BY THE STATE PllllD EXCEEDS $50 MILLIO!I. l'OR THE 
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FOLLOWING FISCAL YEAR, THE TAX RATE 011 THE EMPLOYER AND 

EMPLOYEE MUST BE INCREASED HY 0.05\ FOR THE f'OLLOlfING FISCAL 

YEAR OVER THE CURREIIT TAX RATE. IP IN AIIY JAIIUARY TBB 

PROJECTED FISCAL YEAREND CASH BALANCE FOR THE CURRENT FISCAL 

YEAR EXCEEDS $25 MILLIOII, THE TAX RATE ON THE EMPLOYER AND 

EMPLOYEE MUST BE REDUCED BY 0. 05\ FROM THE CURREIIT TAX RATE 

FOR THE FOLLOWING FISCAL YEAR. 

(4) THE TOTAL TAX ON EMPLOYERS MAY NOT EXCEED 0.751 1 

A11D THE TOTAL WAGE TAX ON EMPLOYEES MAY NOT EXCEED 0.751. 

( 5 I THE BODGl!:T DIRECTOR SHALL CERTIFY THE CASH PLOW 

PROJECTIONS OF THE STATE FUND REQUIRED BY THIS SECTION AND 

SHALL IIOTIPY THE DEPARTMENT OF REVEIIUE 110 LATER THAii APRIL l. 

OF THE RATE OP TAX TO BE COLLECTED PURSUANT TO THIS SEC'l'IOII. 

Section&. section 39-71-2504, NCA, is -nded to read: 

•39-71.-2504. Workers' coapeDSiltion ta.a account. (l.) 

There i ■ a workers• c0111pensation tax account in the state 

special revenue fund. The workers' coapensation tax account 

consists of a tax account and a workers' coapensation bond 

repeyaent account. 

(2) Al.l collections of the ~a• taxes i■posed 9nder 

39-71-2~03, interest and penalties on the 

revenue appropriated to the workers' 
~-- ~. 

compensation 

and 

tax 

account under section 11, Chapter 9, Special Laws of June 

1989, ■ust be deposited in the workers' compensation tax 

account. All ■aeb -ney deposited in the worker■ ' 
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coapensation tax account 1111st be credited to the workers' 

coapensation bond repayment account to the extent necessary 

to pay the principal of and red-ption premiua and interest 

due on workers' compensation bonds issued under 39-71-2354 

and 39-71-2355 and to establish and uintain a reserve for 

the bonds equal to the maximum annual principal of and 

interest on the bonds in any future year. The balance in the 

workers• coepensation bond repayment account must be 

credited to the tax account within the workers• coapensation 

tax account and is statutorily appropriated, aa provided in 

17-7-502, to the state fund to be used to reduce the 

unfunded liability in the ~tate fund incurred for claims for 

injuries resulting froa accidents that occurred before July 

1, 1990." 

SECTION 7. SECTION 15-30-207 1 MCA, IS AMENDED 'l'O READ: 

"15-30-207. Annual atat-nt by eaployer. (1) Every 

eaployer shall, on or before February 28 in each year, file 

with the department a wage and tax atate■ent for each 

employee in such fora and •-rizing such infor-tion aa 

the department requires, including the total wages paid to 

the e■ployee during the preceding calendar year or any part 

thereof and showing the total amount of the federal income 

tax deducted and withheld froa such wages and the total 

a110unt of the tax deducted and withheld therefrom under the 

provisions of 15-30-201 through 15-30-209 ~!!_d 39-71-2503. 
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(2) The annual statement filed by an e■ployer with 

respect to the wage payments reported constitutes full 

co■pliance with the requirements of 15-30-301 relating to 

the duties of information agents, and no additional 

information return ia required with respect to such wage 

payments. 

(3) In addition to any other peruolty provided by law, 

the failure of an employer to furnish a atate-nt as 

required by subsection (1) subjects the employer to a 

penalty of $5 for each failure, provided that the ■ini■u■ 

peruolty for failure to file the atate-nta required on or 

before February 28 of each year shall be $50. Thia penalty 

may be abated by the depar~nt upon a showing of good cause 

by the e■ployer. The penalty may be collected in the aa■e 

manner aa are other tax debts.• 

SECTION 8. SECTION 39-71-406, MCA, IS AMENDED 'l'O READ: 

"39-71-406. Deduction fro■ wages of any part of pr-iua 

a •i~nor. It ia unlawful for the employer to deduct or 

obtain any part of any preaiwa required to be paid by thia 

chapter fro■ the wages or earnings of hia workers, and the 

■aking or atte■pt to ■ake any such deduction is a 

■iade■eanor. rhe employee wage tax under 39-71-2503 la not a 

preaiua for the purpose of this section.• 

NEW SECTION. Section 9. Severability. If a part of 

[this act] ia invalid, all valid parts that are severable 
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l froa the invalid part reaain in effect. If a part of [this 

2 act] is invalid in one or aore of its application■, the art 

3 reaains in effect in all valid applications that are 

4 severable from the invalid applications. 

5 NEW SECTION. __ SECTION 10. APPROPRIATIONS. (l) THERE IS 

6 APPROPRJAT~D $6;,-000 FROM THE WORKERS' COMPENSATION PAYROLL 

7 '!'AX ACCOUNT T9 T~JITA'l'_E~UDI'l'OR POR FISCAI. '!EAR 1993. 

8 (2) THERE IS APPROPRIATED $47 1190 FROM THJ:: WORKg!IS' 

9 COMPENSATION PAYROLL TAX ACCOIJN'l' TO TBB DEPAR'l'NENT OF 

10 REVENUE FOR ~ISCAL YEAR 1?93. 

11 

12 

13 

u 

15 

NEW SECTION. _SECTION 11 . . CODIFJCATION IIIS'rRIJCTION. 

[SECTION 5) IS IIITBIIDED TO BE CODIFIED AS Ml IIITBGRAL PART 

OF TITLE 391 CIIAP'l'ER 71, AND THE PROVISIOIIS OF TITLE 39, 

CHAPTER 71 1 APPLY TO (SECTION SJ. 

NEW SBCTIQ!h Section 12. Applicability. The aaployee's 

16 wage tax ANO THE INCREASE IN THE EMPLOYER PAYROLL TAX 

17 iaposed by (aeee*--• SECTIONS 4 ANO SJ •-nce•-•*~h-~he 

11 -*---r-~aar~er-end*n9-llaN:h-3*7-t993 COIIIIENCE ON JULY 1, 

19 !ill.· 

20 HII SEC'l'ION. Section 13. Bffective date. (Thia a.ct) is 

21 effective on passage and approval. 

-Bnd-
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SENATE SELECT COMMITTEE REPORT 

MR. PRESIDENT: 

Page 1 of l 
April 12, 1993 

We, your select committee on Worker's Compensation having had 
under consideration House Bill No. 504 (third reading copy -­
blue), respectfully report that House Bill No. 504 be amended as 
follows and as so amended be concurred b-- _ 

Signed: ~~~ 
Senator Thomas E. "Tom" Towe, Chair 

That such amendments read: 

l. Page 11, line 8. 
Strike: "0.5%" 
Insert: "0.22%" 

Coard. 
,-..f C:: .. nAI-P 

-END-

Senator Carrvinq Bill 

SENATE 
H-1.JJ~'f 

800911SC.San 



SBNATB COIUII'f'l'BB OP TIIB WHOLE AltBIIDNBlff 

April 13, 1993 12:0l pm 

Mr. Chairman: I move to amend House Bill No. 504 (third reading 
copy -- blue). 

~ 
REJECT Signed: >f=','f':l.:.Y:Z!' .:-' ... r Tu .......... 

That such illllendments read: 

l. Title, line■ 7 and 8. 
Following: "PettCl!llft' on line 7 
Strike: the remainder of line 7 through the first "TAX" on line 8 

2. Title, lines 10 and 11. 
Strike: "PROVIDING APPROPRIATIONS;" on line 10 
Following: •sECTIONS1 on line 1D 
Strike: the remainder of line 10 through "39-71-406," on line 11 
Following, "39-71-2351," on line ll 
Strike: "39-71-2501, 39-71-2502," 

3. Paga 2, line 14. 
Following, "39-71-2503" 
Strike: the remainder of line 14 in its entirety 

4. Page 3, line 2 through page 5, line 4. 
Strike: section■ 2 and 3 in their entirety 
Renwaber: subsequent section■ 

s. Page 5, lines 6 and 7. 
Following: •tax• on line 6 
Strike: the remainder of line 6 through "!!l£" on line 7 

6. Page 5, lines 10 and 15. 
Strike: •s• 
Insert: •!• 

7. Page 5, line 17 through page 6, line 9. 
Strike: line 17 through "taxes" on page 6, line 9 
Insert: "(b) This payr01rtai• 
Renumber: aubaequent subsections 

8, Page 7, lines 3 and 4, 
Following: •payroll" on line 3 
Strike: the remainder of line 3 through "!!l£" on line 4 

9. Page 7, lines 7 through 14. 
Strike: subsections (El and (Fl in their entirety 

~- Amd. Coord. r8ll201CW. Sma 

10. Page 7, lines 15 and 19. 
Strike: "taxes .. 
Insert: •~ 

11. Page 7, line 17. 
Strike: "taxes are• 
Insert: 0 tax 1s• 

12. Page 7, line 18. 
Strike: "and_~~ees" 

13. Page 8, lines l through 4. 
Following: "quarter" on 1ine 1 

April 13, 1993 
Page 2 of 3 

Strike: the remainder of line 1 through•~• on line 4 

14. Page 8, lines 7 through 9. 
Following: "ll)(a)" on line 7 
Strike: the remainder of line 7 through "time" on line 9 

15. Page 8, line 10. 
Strike: "Tax payments" 
Insert: "A tax payment• 

16. Page a, line 11. 
Strike: "subsections• 
Insert: "subsection• 
Strike: "and (ll(bl" 

17. Page 9, line 19. 
Strike: "taxes,• 
Insert: "tax, to" 

18, Page 9, line 20. 
Strike: "employees,• 

19. Page 10, lines 23 and 24. 
Following: "TAX" on line 23 
Strike: the r'eiiiainder of line 23 through•~• on line 24 

20. Page 11, lines 3 and 4. 
Following: "TAX" on line 3 
Strike: the r'eiiiainder of line 3 through "TAX" on line 4 

21, Page 11, lines 7 through 1D. 
Following: "39-71-401," on line 7 
Strike: the remainder of line 7 through line 10 in their entirety 

SENATE 
It" 5()'( 

r8ll201CW. Sma 



April 13, 1993 
Page 3 of 3 

22. Page 11, lines 15 and 16. 
Following: "39-71-2503" on line 15 
Strike: the remainder of line 15 through "TERHINATE" on line 16 
Insert: •terminates• 

23. Page ll, line 21. 
Following: the first "TAX" 
Strike: the remainder ol""line 21 

24. Page 12, lines land 5. 
Strike: "AND" 

25. Page 12, lines 2 and 6. 
Strike: "EMPLOYEE" 

26. Page 12, lines Band 9. 
Fallowing: "0.751" on line 8 
Strike: the rema1nder of line 8 through ".!!.:.ill" on line 9 

27. Page 12, lines 20 and 21, 
Strike: •taxes• 
Insert: •tii"' 

28, Page 13, line 15 through page 14, line 23. 
Strike: sections 7 and 8 in their entirety 
Renumber: subsequent section■ 

29. Page 15, lines 5 through 10, 
Strike: section 10 in it■ entirety 
Renwaber: subsequent sections 

30, Page 15, lines 12 and 14. 
strike: •s .. 
Insert: •3• 

31. Page 15, lines 15 and 16. 
Following: "Applicability.• an line 15 
Strike: the remainder of line 15 through the first•~• on line 

16 
Insert: "The• 

32. Page 15, line 17. 
Strike: "4 AND 5• 
Insert: •2 and]• 

33. Page 15, line 18. 
Strike: "COMKENCE" 
Insert: •commences• 

-END-

r8ll 20lCW. Sma 
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HOUSE BILL NO. 504 

INTRODUCED BY BENEDICT 

BY REQUEST OF THE JOINT SELECT 

COMMITTEE ON WORKERS' COMPENSATION 

A BILL FOR AN ACT ENTITLED: "AN ACT INCREASING THE EMPLOYER 

PAYROLL TAX 'l'e--l--PBReBN~ ANB--iMPeStNS A--l--PHReBN~ AN 

BllPbEIYl!B--WA8B--~AM; DIRECTING THAT THE TAX PROCEEDS BE USED 

TO J;:LIMINATE THE STATE FUND'S OLD FUND UNFUNDED LIABILITY; 

PR8YfBfN6---APPR8PRiA~ieNs, AMENDING SECTIONS ¼5-~8-i8~I 

39-il-4867 39-71-2351, 39-il-i58l7--39-il-i5Qi, 39-71-2503, 

AND 39-71-2504, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE 

DATE AND AN APPLICABILITY DATE." 

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

Section 1. Section 39-71-2351, MCA, is amended to read: 

"39-71-2351. Purpose of separation of state fund 

liability as of July l, 1990, and of separate funding of 

claiaa before and on or after that date. (l) An unfunded 

liability exists in the state fund. It has existed since at 

least the mid-1980s and has grown each year. There have been 

numerous attempts to solve the problem by legislation and 

other methods. These attempts have alleviated the problem 

somewhat, but the problem has not been solved. 

{2) The legislature has determined that it is necessary 
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to the public welfare to make workers' compensation 

insurance available to all employers through the state fund 

as the insurer of last resort. In making this insurance 

available, the state fund has incurred the unfunded 

liability. The legislature has determined that the most 

cost-effective and efficient way to provide a source of 

funding for and to ensure payment of the unfunded liability 

and the best way to administer the unfunded liability is to: 

(a) separate the liability of the state fund on the 

basis of whether a claim is for an injury resulting from an 

accident that occurred before July l, 1990, or an accident 

that occurs on or after that date; 

(b) extend and increase the payroll tax imposed by 

39-71-2503T--ezpand-the-tax-te-¼ne¼ttde-an-emp¼eyee-waqe-taxr 

and dedicate the tax money first to the repayment of bonds 

issued under 39-71-2354 and 39-71-2355 and then to the 

repayment of loans given under 39-71-2354 and 39-71-2355 and 

the direct payment of the costs of administering and paying 

claims for injuries from accidents that occurred before July 

1, 1990. 

(3) The legislature further determines that in order to 

prevent the creation of a new unfunded liability with 

respect to claims for injuries for accidents that occur on 

or after July 1, 1990, certain duties of the state fund 

should be clarified and legislative oversight of the state 

-2- HB 504 
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fund should be increased~" 

2~-Serl~Oft-39-~¼-~5&¼T-M€~7-is-amended-to-read~-­

•39-~¼-i56¼•--Be!¼n¼t¼onaT--As--uaed--±n--th±s-part,-the 

foiiow*ftg-def¼ft*t¼ofts-appiyT 

tlt--•Bepartment•--meana--the--department---0£---revenue 

pro•*ded-for-tft-i-i5-i3&iT 

tit--•Bmp¼eyee•-has-the-meaning-ae-defined-i~-39-~¼-¼¼0. 

titfil--•l!mpioyer•---has---the---meaft*ftg--set--forth--¼ft 

3!1-'H-ii'h 

t~ttl1--•Payro¼¼•-means-the-payroi¼-o£-an--emp¼oyer--£or 

each--o£--the--calendar--quarters--ending-March-3i,-dune-387 

September-387-and-Beeember-3¼7-tor-ali--emp¼oyments--covered 

ttftder-3!1-Ti-48iT 

t4t~--•state-£~na•-meane-the-etate-eompensation-muttta¼ 

insttranee-£1:u'ld• 

tStf.!1--•~ax•--meana--the--workers~-eompensat¼on-payrol¼ 

and-va.9..! ta•-pro¥¼ded-for-¼n-39-T¼-i583• 

t6ttll--•~a•-aeeonnt•-meane--the--workersi--eompensation 

ta•-aeeottftt-ereated-by-39-T¼-i584. 

te+--•wages•-nas-the-meaning-as-defined-in-39-71-1~3.u 

Section--3~-serl~Oft-39-~¼-~5&~7-M€A7-ia-amended-to-read~-­

•39-Ti-i~8iT--¥iftd*ftgs-aftd-pnrposeT-t¼t-Based-oft-enrreftt 

¼iabi¼ities--and--aetaaria¼--ana¼ysis7-an-anfanded-¼iabi¼ity 

present¼y-es±sts-in-the-state-£and-with-regard-to-e¼aims-£or 

in;aries-resa¼ting-£rom-aeeident■-that-oeenrred-before--du¼y 
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¼7--¼9967--and--it-may-inerease.-Whi¼e-¼egis¼ati•e-aetion-is 

reqaired-to-eorreet-the-eanees-e£--tfte--an£anded--iiabi¼ity, 

these--aetiena--wi¼¼--not-provide-stt~fie¼ent-fands-to-permit 

the--state--£and--to--pay--its--ex¼sting---¼iabi¼ities---and 

ob¼¼gat¼ons--in--a-timeiy-manner-from-premittm-and-inYestment 

ineeme--avai¼ab¼e--te--the--state--£ttndo--~ftere£ore7--it--is 

neeesaary-to-proYide-a-soaree other-searees o£--£unding--£or 

the-anfanded-¼iabi¼ity-in-add±t±on-to-premiam-and-investment 

ineemeT 

tit--~he--po¼iee-power-of-the-~tate-extends-to-~ll-great 

pab¼ie-needao-~he-state7--¼n--the--exere±se--ot--ita--poliee 

power7--has--determined--that--it-is-great¼7-and-±ftlfflediate¼y 

neeeseary--to--the---pttb¼ie---ve¼fare---to---make---workers~ 

eompenaation--insaranee--a¥a¼¼ab¼e--to-a¼¼-emp¼oyers-throu9h 

the-state-fand-aa-the-±nsarer-of-¼ast-resorto-¼n-making-this 

insaranee--avai¼abie 7 --the--etate--£and--haa--inearred---the 

anfanded--¼iabi¼ity--deeer±bed-±n-sabseetion-tlt•-The-barden 

ot-this-antanded-¼iabi¼±ty-ehea¼d-not--be--borne--so¼e¼y--by 

those-emp½oyera-who-have-inaared-with-the-atate-tand-beeaase 

the--avai¼abi¼ity--0£-±naaranee-to-aii-emp¼o7ers-throttgh-the 

atate-fand-ftaa-benetited-ai¼--emp¼oyers--who--have--workersi 

eo•penaation--eo•erage•z--nor-ehoa¼d-this-anfanded-½±~b±iity 

be-borne-on¼y-by-emp¼oyers7 ~herefore7-a¼¼-em~¼oyers-and-a¼¼ 

emp¼oyeea who--ha•e--emp¼oyments--e0Yered--b7--tfte--workers~ 

eempensation--¼awa--ahoa¼d-share-in-the-eoat-o£-the-an£anded 
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¼iabi¼ity. 

t3t--~he--p~rpcse--ef--this--part--is---to---provide---a 

supp¼ementa¼--settree sourees o£-£ineneing-for-the-ttnfttnded 

±iabi¼ity•-

Section 2. Section 39-71-2503, MCA, is amended to read: 

"39-71-2503. workers' coapensation payroll tax aftd-wage 

~- (1) (a) There ls imposed on each employer a workers' 

compensation payroll tax in an amount equal to e.i9% ¼% 

o.2a,, PLUS THE ADDITIONAL AMOUNT OF PAYROLL TAX PROVIDED IN 

(SECTION i !L_ of the employer's paycoll in the preceding 

calendar quarter for all employments covered under 

39-71-401, except that if an employer is subject to 

15-30-204(2), the tax is an amount equal to 8.ret ¼I 0.28%, 

PLUS THE ADDITIONAL AMOUNT OF PAYROLL TAX PROVIDED IN 

[SECTION i. & of the employer's payroll in the preceding 

week. 

fbt--~here--¼s--impesed--on--eaeh--employee--~--worKers~ 

eempensatien-wage-tax ¼n--an--amount--egua¼--te--¼\--0£,--AS 

PR8YtBBB--t~--tsse~½6N--5f7--eN the-emp¼oyeeLs-wages-in-the 

preced¼ft9-ca¼enclar-gttarter-£cr-all-emp¼oymeft~s-eevered-ttnder 

,9-T¼-49¼,-Por-efte-parpose-ef-tft¼s-taxy--a--ae¼e--prepr¼eeer 

shall---pay---on¼y---the---empleyerLs--payro¼l--tax--en--the 

proprietorLs-own-employmeftt. Thia-parro¼l-tax 8R--A--W8RRlN8 

PAR~NBR-8P-A-PAR~NBRBBlP-WH8-BbBe~s-eeYBRA8B-BNBBR-39-i¼-48¼ 

8HAbb--PA¥-8Nb¥-~HB-BMPb8¥BRLS-P8R~t8N-8P-~HB-PA¥R8bb-TAM-8N 
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~HB-S8bB-PR8PRlBfi!RLS-8R-W8RRlN6-PAR~NBRLS-8WN-BMPb8¥MBN~.-A 

eeRP8RJll~B-8PPleBR-WB8-lS-AbS8-AN-BMPb8¥BB-8P-~HB-eeRP8RA~l8N 

ANB-¼S-BN6A6BB-lN--A--eeysRSB--BMPb8¥MSN~7--AS--PR8YlBBB--¼N 

39-il-48l,--SHAbb--PA¥--8Nb¥--~HB--EMPbB¥ERLS-P8R~leN-8P-~He 

PA¥R8bb-~AM-8N-~HB-eeRP8RJll~B-8PPteBRLS-8WN--BMPb0¥MEN~.--Abb 

~HBR--BMPb8¥BBS--8P--A-eeRP8RJll~l8N,-S8bB-PR8PRlS~0RSHtP,-eR 

PAR~NBRSHlP-SHAbb-PA¥-'PHB--WA8S--~AM--AS--R·fRBB--lN--~HlS 

see~1eN~ 

tet--~hese--taxes (B} THIS PAYROLL TAX must be used to 

reduce the unfunded liability in the state fund incurred for 

claims for injuries resulting from accidents that occurred 

before July 1, 1990. If one or more loans or bonds are 

outstanding, ene-ta•-•~st-be-eofttintted-at-ehe-9ai8,-rate-and 

the legislature may not modi£y-the-tax-rate7-the-use-0£--the 

tax--proeeeds7--or--tftis--section--in--a-manner-that-~edttec~ 

~ the security for repayment of the outstanding loans 

or bonds, except that the legislature may forgive payment of 

the ~ tax or reduce the~ tax rate for any 12-manth period 

if the workers• compensation bond repayment account contains 

on the first day of that period an amount, regardless of the 

source, that is in excess of the reserve maintained in the 

account and that is equal to the amount needed to pay and 

dedicated to the payment of the principal, premium, and 

interest that must be paid during that period on the 

outstanding loans or bonds. ~he-¼e~¼s¼atn~c-may-not-¼nerc8~e 
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the-eax-rate-except-~pon-a-two-thirds-vote-ot-eaeh-ho~se. 

tbtillfil Each employer shall maintain the records the 

department requires concerning the employer's payroll aftd 

the-emp¼oyee-wage-tax. The records are subject tu inspection 

by the department and its employees and agents during 

regular business hours. 

tBt--AN--BMPb6¥BB--B0BS--NeT--HAYE--AH¥--RtGHT-8P-AETt8H 

A8AfHST-Ali-BMPb6¥BR-P8R-Ali¥-M6HE¥-BEBHeTEB-AHB-Wf~HHEbB-PR8M 

THE-EMPb6¥HE•S-WA6BS-AliB-PAfB-T8-THE-STATE-tN-eeMPbfAHEE--8R 

tHTHHBBB-eeMPbfANeB-WfTH-THfS-SEeTt8H. 

tPt--THB--BMPb6¥BR-tS-btABbB-Te-THE-STATB-P8R-AH¥-AM8HNT 

8P-WA6B-TAIIBSz-PbHS-fli'l'BRBST-ANB-PHNAbT¥,-WHBH-THB--BMPb8¥BR 

PAtbS-Te-WfTHH8bB-PR8J4-AH-BMPb6¥HB•S-WA6BS-8R-PAtbS-T8-RBMtT 

Te-THH-STATH-T~H-W.M:IB-TAH-R~HtRBB-8¥-THfS-SBETf6H, 

( 2) All collections of the tax taxes TAX are 

appropriated-to-and must be deposited as received in the tax 

account. The tax-is taxes-are TAX IS in addition to any 

other tax or fee assessed against employers and-emp±oyees 

subject to the tax taxes TAX. 

(3) (a) On or before the last day of April, July, 

October, and January, each employer subject to the tax shall 

file a return in the form and containing the information 

required by the department and, except as provided in 

subsection (3)(b), pay the amount of tax required by this 

section to be paid on the employer's payroll for the 
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preceding calendar quarter and-in-addition-aha¼½ wtthhold 

!rem-an-emp¼oyeeis--wag~e--the--wage--tax--prov±d~d--for--tn 

subseetion--ttttbt--and--pay--it--te--the--department REMIT 

WfTHH8bBfH6-P8R-BMPb6¥BBS•-WA8B-TAHBS-AT-THB-SAME-TfME. 

(b) An employer subject to 15-30-204(2) shall remit to 

the department a weekly payment with its weekly withholding 

tax payment in the amount required by subsection (l)(a) and 

sha¼¼-remit-withholdinge-for-emp¼oyeesi-wage--t~~~s--at--the 

same-t±mee 

(c) A--tax--payment ~ax-paymen~s A TAX PAYMENT required 

by subsection subsections SUBSECTION (l)(a) and-t½ttbt must 

be made with the return filed pu<suant to 15-30-204. The 

department shall first credit a payment to the liability 

under 15-30-202 and credit any remainder to the workers' 

compensation tax account provided in 39-71-2504. 

(4) An employer's officer or employee with the duty to 

collect, account for, and pay to the department the amounts 

due under this section who w±¼¼ta¼¼y fails to pay an amount 

is liable to the state for the unpaid amount and any penalty 

and interest relating to that amount. 

(5) Returns and remittances under subsection (3) and 

any information obtained by the department during an audit 

are subject to the provisions of 15-30-303, but the 

department may disclose the information to the department of 

labor and industry under circumstances and conditions that 
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ensure the continued confidentiality of the information. 

(6) The department of labor and industry and the stale 

fund shall, on July 1, 1991, or as soon after that date as 

possible, give the department a list of all employers having 

coverage under any plan administered or regulated by the 

department of labor and industry and the state fund. After 

the lists have been given to the department, the depdrtment 

of labor and industry and the state fund shall update the 

lists weekly. The department of labor and industry and the 

state fund shall provide the department with access to their 

computer data bases and paper files and records for the 

purpose of the department's administration of the tax 

imposed by this section. 

(7) The provisions of Title 

conflict with the provisions of 

15, 

this 

chapter 30, not in 

part 

administration, remedies, enforcement, 

regarding 

collections, 

hearings, interest, deficiency assessments, credits for 

overpayment, statute of limitations, penalties, and 

department rulemaking authority apply to the tax ~T T~X, 

TO te employers, e11p¼eyeea1 and to the department.
11 

NEW SECTION. SECTION 3. PAYMENT OF UNFUNDED LIABILITY 

FOR INJURIES RESULTING FROM ACCIDENTS OCCURRING BEFORE JULY 

1, 1990. (1) BEGINNING JULY 1, 1993, THE STATE FUND SHALL 

PAY FOR THE COST OF ADMINISTERING AND PAYING CLAIMS FOR 

INJURIES RESULTING FROM ACCIDENTS THAT OCCURRED BEFORE JULY 
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1, 1990, NOT COVERED BY ANY OTHER FUNDING SOURCE, BY 

BORROWING FROM THE RESERVES ACCUMULATED FROM PREMIUMS PAID 

TO THE STATE FUND, BASED UPON WAGES PAYABLE ON OR AFTER JULY 

1, 1990, AND INVESTED BY THE BOARD OF INVESTMENTS, FROM TIME 

TO TIME, THE AMOUNT THAT THE STATE FUND DETERMINES AND THE 

BUDGET DIRECTOR CERTIFIES, AS PROVIDED IN 39-71-2354, WILL 

BE NEEDED TO PAY FOR ADMINISTERING AND PAYING THE CLAIMS FOR 

THE ENSUING YEAR. 

(2) (A) IN JANUARY OF EACH YEAR, PRIOR TO THE START OF 

THE FOLLOWING FISCAL YEAR, THE STATE FUND SHALL FORWARD TO 

THE BUDGET DIRECTOR INFORMATION PERTAINING TO THE AMOUNT 

THAT THE STATE FUND WILL BORROW FOR THE ENSUING FISCAL YEAR 

TO PAY FOR THE COST OF ADMINISTERING AND PAYING CLAIMS FOR 

THE INJURIES PROVIDED FOR IN SUBSECTION (llr EXCEPT THAT FOR 

FISCAL YEAR 1994, THE INFORMATION ON THE AMOUNT TO BE 

BORROWED BY THE STATE FUND MUST BE FORWARDED TO THE BUDGET 

DIRECTOR NO LATER THAN 45 DAYS PRIOR TO THE START OF THE 

FISCAL YEAR. IN ADDITION, THE STATE FUND SHALL FORWARD TO 

THE BUDGET DIRECTOR THE SCHEDULE OF PROJECTED LIABILITY 

PAYMENTS AND CASH NEEDS ON WHICH THE AMOUNT TO BE BORROWED 

IS BASED. THE SCHEDULE MUST INCLUDE BUT IS NOT LIMITED TO 

TOTAL PROJECTED LIABILITY PAYMENTS, LOANS AND BOND DEBT 

PAYMENTS, REVENUE FROM THE EMPLOYER PAYROLL TAX ANB-EMPbe~BE 

WA8E--~AH PROVIDED FOR IN 39-71-2503, PROJECTED FISCAL 

YEAREND CASH, AND_'!'HE PROJECTED FISCAL YEAREND CASH FOR THE 
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y EAR ..1.J!.QL._ 

(BJ (I) THERE IS IMPOSED ON EACH EMPLOYER A WORKERS' 

COMPENSATION PAYROLL TAX ANS-9N--l!AeH--BMPh0YBB--A--WeR~BRS~ 

e9MPBNSA~t9N--WA6B-~Al! AS PROVIDED IN 39-71-2503, FOR FISCAL 

YEAR 1994, THE EMPLOYER PAYROLL TAX IS AN AMOUNT EQUAL TO 

0.5\ OF THE EMPLOYER'S PAYROLL IN THE PRECEDING CALENDAR 

QUARTER FOR ALL EMPLOYMENTS COVERED BY 39-71-401. P9R-PtS€Ab 

YBAR-t9947-~HB-BMPb8YBB-WA6B-~AJ!-tS-AN-AM8llNT-B8HAb-T8--8,5% 

8,iil--9P--~BB--f!MPh0YBB~S--WA6BS--iN-THB-PRB€BBiN6-€AbBNBAR 

80ARTBR-P9R-Abb-f!MPb9YMBN~S-€9\JBRBB-BY-39-~¼-48¼. 

(II) THE RATE OF THE EMPLOYER PAYROLL TAX DETERMINED BY 

THIS SECTION INCLUDES THE 0,28\ EMPLOYER PAYROLL TAX 

PROVIDED FOR IN 39-71-2503. 

i!lll. ill THE EMPLOYER PAYROLL TAX THAT IS IN EXCESS OF 

THE 0.28\ TAX PROVIDED FOR IN 39-71-2503 ANB-~HB-BMPb9YBB 

!!!!!!!-~AJ!-TBRlltNATB TERMINATES AT THE END OF FISCAL YEAR 

illh 
(B) IF THE DEBT SERVICE ACCOUNT HAS SUFFICIENT FUNDS TO 

PAY OUTSTANDING BONDS OR IF NO BONDS ARE OUTSTANDING, THE 

PAYROLL TAX MAY NOT BE IMPOSED AFTER THE END OF FISCAL YEAR 

2003. 

(IV) THE EMPLOYER PAYROLL TAX ANB-THB-BMPb0YBB-WASB-TAH 

DESCRIBED IN THIS SECTION MUST BE COLLECTED AND DEPOSITED AS 

PROVIDED IN 39-71-2503 AND 39-71-2504. 

ill IF IN ANY JANUARY THE PROJECTED AMOUNT TO BE 
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BORROWED BY THE STATE FUND EXCEEDS $50 MILLION FOR THE 

FOLLOWING FISCAL YEAR, THE TAX RATE ON THE EMPLOYER ANB 

f!MPb9YBB MUST BE INCREASED BY 0.05\ FOR THE FOLLOWING FISCAL 

YEAR OVER THE CURRENT TAX RATE. IF IN ANY JANUARY THE 

PROJECTED FISCAL YEAREND CASH BALANCE FOR THE CURRENT FISCAL 

YEAR EXCEEDS $25 MILLION, THE TAX RATE ON THE EMPLOYER ANS 

f!MPb8YBB MUST BE REDUCED BY 0.05\ FROM THE CURRENT TAX RATE 

FOR THE FOLLOWING FISCAL YEAR. 

(4) THE TOTAL TAX ON EMPLOYERS MAY NOT EXCEED 0.75%, 

ANB-THB-TB~Ab-WASB-TAJ!-8N-BMPb8YBBS-MAY-N8T-EH€EEB-0.,5%. 

(5) THE BUDGET DIRECTOR SHALL CERTIFY THE CASH FLOW 

PROJECTIONS OF THE STATE FUND REQUIRED BY THIS SECTION AND 

SHALL NOTIFY THE DEPARTMENT OF REVENUE NO LATER THAN APRIL l 

OF THE RATE OF TAX TO BE COLLECTED PURSUANT TO THIS SECTION. 

Section 4. Section 39-71-2504, MCA, is amended to read: 

•39-71-2504. Norkers• coapensation taz account. (1) 

There is a workers 1 compensation tax account in the state 

special revenue fund. The workers• compensation tax account 

consists of a tax account and a workers' compensation bond 

repayment account. 

(2) All collections of the tax~ TAX imposed under 

39-71-2503, interest and penalties on the tax taxes TAX, and 

revenue appropriated to the workers' compensation tax 

account under section 11, Chapter 9, Special Laws of June 

1989, must be deposited in the workers' compensation tax 
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account. All saeh money deposited in the workers' 

compensation tax account must be credited to the wockers' 

compensation bond repayment account to the extent necessary 

to pay the principal of and redemption premium and interest 

due on workers' compensation bonds issued under 39-71-2354 

and 39-71-2355 and to establish and maintain a reserve for 

the bonds equal to the maximum annual principal of and 

interest on the bonds in any future year. The balance in the 

workers' compensation bond repayment account must be 

credited to the tax account within the workers' compensation 

tax account and is statutorily appropriated, as provided in 

17-7-502, to the state fund to be used to reduce the 

unfunded liability in the state fund incurred for claims for 

injuries resulting from accidents that occurred before July 

1, 1990." 

SE6'fi8N-1:---913e'l':l_-ON-,i~,--,-·Hr--ro-~-

•t5-39-i9~.--Annaal-statement--by--employer,--tlt--Bvery 

emp¼eyer--afta¼¼T-en-er-be£ore-Pebrttary-i8-in-eaeh-year,-ti¼e 

wtth-the-department--a--wage--and--tax--statement--tor--eaeh 

emp¼oyee--in--etteh--torm-and-sttmmarizing-stteh-intormat¼on-es 

the-department-reqaires7-inc¼ading-the-tote¼-wa9es--paid--to 

the--emp¼eyee-dar¼ng-the-preeed¼ng-ca¼endar-year-er-any-part 

thereof-and-showing-the-tota¼-amettnt-ot-the--federa¼--ineeme 

tax--dedaeted--and--withhe¼d--fre•--~deh-wages-and-the-totai 

amoant-ot-the-taM-dedaeted-and-withheld-theretrom-ander--the 
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provisions-ot-i5-39-i9i-throagh-i5-39-i99 and-39-~i-i593T 

fit--~he--annaal--state■ent--riled--by--an-e■ployer-with 

respeet-to--the--wage--payments--reported--constitates--ta¼l 

eomplianee--with--the--regairements-or-¼5-39-39¼-relating-to 

the--dtttiea--of--informatien--agents7 --and---no---additiena¼ 

in£ormatien--retarn--is--reqaired--with-respeet-te-saeh-wage 

paymentsT 

t3t--¼n-addition-to-any-other-penalty-pro•ided--by--law, 

the--£ailare--ef--an--emp¼oyer--te--fttrntsh--a--statement-as 

requ¼red-by--sabseetion--t¼t--sabjeets--the--emp¼oyer--to--a 

pena¼ty--of--$5--for-eaeh-fai¼ure7-pro•¼ded-that-the-minimum 

pena¼ty-fer-£ai¼are-to-fi¼e-the-statements--reqtt±red--en--or 

berore--~ebraary--i9-or-eaeh-year-shall-be-t59,-~his-penalty 

may-be-abated-by-the-department-apon-a-showing-or-good-ea~se 

by-the-employerT-~he-penalty-may-be-eoileeted--in--the--same 

manner-as-are-ether-tax-debts•• 

SE6'fi8N-8:---5tie'i'i-ON--39--ri--c~,---1-1.--AMtitlOflO--ro--.-

•39-T¼-486•--&edttetien-frem-waqes-0£-any-part-ot-prem±ttm 

a--misdemeanor.-¼t-is-anlawfa¼-£or-the-emp¼oyer-to-dedact-or 

obtain-any-part-of-any-premium-reqaired-to-be-pa¼d--by--this 

ehepter--from--the-wages-er-earnings-0£-his-werkers7-and-the 

makin~--er--ettempt--te--make--any--saeh--dedttetion---is---a 

misdemeanor• ~he-emp¼eyee-wage-tax-ander-39-i¼-Z503-is-not-a 

premium-for-the-pttrpose-ot-this-seetion•• 

NEW SECTION. Section 5. Severability. If a part of 

-14- HB 504 
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1 {this actl is invalid, all valid parts that are severable 

2 from the invalid part remain in effect. If a pdrt of [this 

3 act] is invalid in one or more of its applications, the art 

4 remains in effect in all valid applications that are 

5 severable from the invalid applications. 

6 NBW-see~teN,--SE6118N-18~--tltPPROPIH-M'i-~1~±-'Nll'lRE--~-&-

7 APPR8PRfA~BB--$6S7888-PR8M-~HB-W8RffllRSi-e8MPBNSA~f8N-PAYR8bb 

8 ~AH-Aeee8li~-'1'8-~HB-9~A~B-A60f'l'8R-P8R-PlSeAb-YEAR-t993, 

9 tit--~HllRB-l9-APPR8PRfA~HB--$4T,l98--PR8M--~HB--W8RffBRSi 

10 e8MPHIISA~f8N--PA¥R8bb--~AH--AeeetlN~--~e--~HE--BBPAR~MBN~--ep 

11 RHYBN6B-P0R=Pl9eAh-¥BAR-¼993, 

12 NEW SECTION. SECTION 6. CODIFICATION INSTRUCTION. 

13 (SECTION i 3] IS INTENDED TO BE CODIFIED AS AN INTEGRAL PART 

14 OF TITLE 39, CHAPTER 71, AND THE PROVISIONS OF TITLE 39, 

15 CHAPTER 71, APPLY TO (SECTION~ l.L. 

16 NEW SECTION. Section 7. Applicability.-Tne--employeeTs 

17 wa~e--tax ANB--~HB THE INCREASE IN THE EMPLOYER PAYROLL TAX 

18 imposed by (seet¼ea-• SECTIONS 4-ANB-S 2 AND 3) commences 

19 wi~ft--efte--ea¼endar--g~areer--ending-Mareh-31,-1993 eeMMBN€B 

20 COMMENCES ON JULY!., !993. 

21 NEW SECTION. Section 8. Effective date. (This act) is 

22 effective on passage and approval. 

-End-
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Free Conference Committee 
on House Bill 504 

Report No, l, April 23, 1993 

Pagel of 11 

Mr. Speaker and Mr. President:· 

We, your Free Conference Committee met and considered House Bill 
504 and recommend as follows: 

(EMPLOYER TAX 0.5%, EMPLOYEE TAX 0,2%, EXPANDED SELF-EMPLOYED 
BASE at 0.2\, CLOSELY-HELD AND SOBS. CORPS ONLY PAY EMPLOYEE 
TAX, RR EXCEPTION, TERMINATES 2007, $80 MILLION TRIGGER, 
APPROPRIATIONS I 

l, Title, line 6. 
Following: "AN ACT" 
Insert: "CREATING THE WORKERS' COMPENSATION OLD FOND LIABILITY 

TAX BY" 

2, Title; line 8, 
Following: "'PM!" 
Insert: "AND EXPANDING THE TAX BASE TO INCLUDE EMPLOYEES AND 

OTHERS RECEIVING COMPENSATION IN MONTANA" 

3. Title, line 10. 
Following: -~PREIP~•1;e,• 
Insert, "PROV DING PR RIATIONS; REVISING THE INTEREST RATE OF 

LOANS FROM THE TAX USED TO FINANCE THE OLD FUND UNFUNDED 
LIABILITY;• 

4. Title, line 11, 
Following· •~~ ~b 18~ • 
Insert: •is- - 7,~-71-406,• 
Following: •39 71 ase2,• 
Insert: "39-71-2354, 39-71-2501, 39-71-2502," 

5. Title, line 13. 
Following: the first "DATE" 
Strike& •ANo• 
Insert: •,• 
Following: the second "DATE" 
Insert: •,ANDA RETROACTIVE APPLICABILITY DATE" 

6. Page 2, line 13. 
Strike: •extend• through "by• 
Insert: •create an old fund liability tax provided for in" 

7. Page 5, line 5. 
Following, line 4 
Insert: •section 2. Section 39-71-2501, MCA, is amended to read: 

"39-71-2501. Definitions. As used in this part, the 

ADOPT 

REJECT 891624CC,Hss 

following definitions apply: 

April 23, 1993 
Page 2 of 11 

(1) •oepartment• means the department of revenue provided 
for in 2-15-1301. 

(2) •Employee• includes an officer, employee, or elected 
public official of the United States, the state of Montana, or 
any political subdivision of the United States or the state of 
Montana or any agency or instrumentality of the United States, 
the state of Montana, or a political subdivision of the United 
States or the state of Montana. The term •employee• also includes 
an officer of a corporation. 

i-a+Cl) (a) 8 Employer• haa bhe meaning act fOkhli in 39 71 
i-H means, exceyt as provided in subsection (3) (b), the per~on 
for whom an Ind vldual performs or performed any 
whatever nature, as an employee of the 

the 
on WhO-has 

controi of tne ~a~ent or wages. 
+3+(4f •pl ii Emplo6er 1 s 6ayro11• means ~he pai 
~~qes ~aid for eac oft e calendar quarters ending 

March 31, June 0, September 30, and December 317 
emplo1•enba eo,erea 81tic£ 39 71 401. 

-t+tfS) •state fund• means the state compensation mutual 
insurancelund. • 

◄-5+(6) •Tax• means the workers' compensation pairel! old 
fund liabITit! tax provided for in 39-71-2503.L-created to aadress 
the unfundediability for claims for inJuries resulting from 
accidents that occurred before July 1 1 1 90. 

46+(7) 8Tax account• means the workers' compensation tax 
account created by 39-71-2504. 

remuneration for services performed 
er, includlnq the cash value of·- all 
iwn other tjlan cash. The term does 

not include remuneration paid: 
a}___ for __ ca~ua.1 labor not in the course of the employer• s 

ormed in any calendar quarter by an 
ce is !SO 
0 1.S 
,e. For 
sider"ed 
r guarter 

on.1.y it: 
IT on 

in 
each of 24 days during the calendar 
rforms service not in the course of 

or the employer for some portion 

(ii). the individual was regularly employed, as determined 
under aubaection CS) (a) (i), by the employer in the performance of 
service during the preceding calendar quarter; 

F.C. C.'R. ,.., 
tie 5o"f 
B91624CC,Hss 
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(b) for services not in the course of the employer's trade 
or busineas, to the extent that remuneration is paid in an 
medium other than cash when the a ents are In 
lodg ng or meals and the payments are rece ved by the eDlplOyee at 
t 

that 

the 

Section 3. Section 39-71-2502, MCA, is amended to read: 
"39-71-2502. Findings and purpose, (1) Based on current 

liabilities and actuarial analysis, an unfunded liability 
presently exists in the state fund with regard to claims for 
injuries resulting from accidents that occurred before July 1, 
1990, and it may increase. While legislative action is required 
to correct the causes of the unfunded liability, those actions 
will not provide sufficient funds to permit the state fund to pay 
its existing liabilities and obligations in a timely manner from 
premium and investment income available to the state fund. 
Therefore, it is necessary to provide a se~ree other sources of 
funding for the unfunded liability in addition to premium and 
investment income. 

121 The police power of the state extends to all great . 
public needs. The state, in the exercise of lts police power~ has 
deterained that it is greatly and !mediately necessary to the 
public welfare to make workers' compensation insurance available 
to all employers through the state fund as the insurer of last 
resort. In making this insurance available, the state fund has 
incurred the unfunded liability described in subsection Cll. The 
burden of this unfunded liability should not be borne solely by 
those employers who have insured with the state fund because the 
availability of insurance to all employers through the state fund 
has benefited all e111pie11e!!' ■ tth.e: ha•e Hczltera I compena11t::l:aft 
ee,era,e, those receiving compensation in Montana. This unfunded 
liability should not be borne only by emplwrs. The~efore, all 
employers e lo ees sole ro rietora su ha ter ~l. cor oration 
sharehol ersfabartners o par n~ra ps, an me ers or managers 

limited 1 ilitI....£!!!!!l!_anles 
t!hC , a:rl1et!'e • ·· eeapeaea t:i:e11 la1re should share in the cost of the 
unfunded liability, 

131 The purpose of this part is to provide a suppl&111ental 
- sources of financing for the unfunded liability.•• 
Renumber: subaaquent sections 

8, Page 5, lines 6 and 8. 

891624CC.Hsa 

Following, •compensation• 
Strike: •payroll• 
Insert, "old fund liability• 

9. Page 5, lines 9 and 14. 
Following: •op• 
Strike: "PAYROLL" 
Insert: •old fund liability• 

10. Pages, lines 10 and 15. 
Strike: •3• 
Insert: •~• 

11. Page 5, lines 11 and 12. 
Following: •quarter• on line 11 

April 23, 1993 
Page 4 of 11 

Strike: "for all employments covered under 39-71-401" 

12. Page 6, line 9. 
Following: •-t!etfes• 
Strike: "THISPAYROLL" 
Insert: •There 1s imposed on each employee, except workers 

engaged in the rail industry who are under the jurisdiction 
of the federal railroad administration, United States 
department of transportation, an old fund liability tax, as 
provided in (section SJ, on the employee's wages in the 
preceding calendar quarter. 
(c) There is imposed on each business of a sole 

proprietor, on each subchapter s. corporation shareholder, on 
each partner of a partnership, and on each member or manager of a 
limited liability company a workers' compensation old fund 
liability tax, as provided in [section SJ, on the profit of each 
separate business of a sole proprietor and on the distributive 
share of ordinary income of each shareholder, partner, or member 
or manager. 

(d) A corporate officer of a subchapter s. corporation who 
receives wages as an employee of the corporation shall pay the 
old fund liability tax on both the wages and any distributive 
share of ordinary income at the employee rate. The subchapter s. 
corporation iS not liable for the tax on the corporate officer's 
wages. 

(e) A corporate officer of a closely held corporation who 
meets the stock ownership teat under section 542(al (2) of the 
Internal Revenue Code and receives wages as an employee of the 
corporation is required to pay the old fund liability tax only on 
the wages received. The corporation is not liable for the tax on 
the corporate officer's wages. 

Cf) This old fund liability• 
Renumber: subsequent subsection 

891624CC.Hss 



13. Page 7, line 3. 
Followings •the• 
Strike: •employer's payroll• 
Insert: "old fund liability tax• 

14. Page 7, line 15. 
Following: line 14 

April 23, 1993 
Page 5 of 11 

Insert; •(hl An employee does not have any right of action 
against an employer for any money deducted and withheld from 
the employee's wages and paid to the state in compliance or 
intended compliance with this section. 
(ii The employer is liable to the state for any amount of 

old fund liability taxes, plus interest and penalty, when the 
employer fails to withhold from an employee's wages or fails to 
remit to the state the old fund liability tax required by this 
section. 

(jl A sole proprietor, subchapter S. corporation 
shareholder, partner of a partnership, or member or manager of a 
limited liability company is liable to the state for the old fund 
liability ta.x, plus interest and penalty, when the sole 
proprietor, shareholder, partner, or member or manager fails to 
remit to the state the old fund liability tax required by this 
section.• 

15. Page 7, line 18. 
Following: •against• 
Strike: •employers• 
Insert: •persons• 

16. Page 8, line 4. 
Following: •HMB• 
Insert: •andinaddition shall remit withholdings for employees' 

old fund liability taxes at the same time" 

17. Page 8, line 9. 
Following: •~• 
Insert: •and"sliill remit withholdings for employees' old fund 

liability taxes at the same time" 

18. Page B, line 10. 
Strike: "A TAX PAYMENT 
Insert: •Tax payments• 

19. Page 8, line 11. 
Strike: "SUBSECTION" 
Insert: •subsections" 
Following: •-f¼H-bt• 
Insert: •and (11 (bl• 

891624CC.Hss 
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20. Page 8, line 16. 
Following: line 15. 
Insert: "(d) Tax payments due from sole proprietors, subchapter 

S. corporation shareholders, partners of partnerships, and 
members or managers of limited liability companies must be 
made with and at the same time as the returns filed pursuant 
to 15-30-144 and 15-30-241. The department shall first 
credit a payment to the liability under 15-30-103 or 15-30-
202 and shall then credit any remainder to the workers• 
compensation tax account provided in 39-71-2504.• 

21. Page 9, line 18. 
Following: •penalties,• 
Insert; •estimated taxes,• 

22. Page 9, line 20. 
Following: •emp~ereea 1• 
Insert: •to emp oyees, to sole proprietors, to subchapter S. 

corporation shareholders, to partners of partnerships, to 
members or managers of limited liability companies,• 

23. Page 10, line 23, 
Following: •THE• 
Strike: "EMPLOYER PAYROLL" 
Insert: •old fund liability• 

24. Page 11, lines 1, 17, and 21. 
Strike: "2003" 
Insert: "2001• 

25. Page 11, line 3. 
Following: "COMPENSATION" 
Strike, •pAYROLL1 

Insert: •old fund liability" 

26. Page 11, line 5. 
Following, "EMPLOYER" 
Strike: "PAYROLL* 
Insert, •old fund liability• 

27. Page 11, line 7. 
Following: "QUARTER" 
Strike: "FOR ALL EMPLOYMENTS COVERED BY 39-71-401" 

28. Page 11, line 10. 
Following: •39 71 191." 
Insert: •tii) For fiscal year 1994, the employee old fund 

liability tax is an amount equal to 0.2% of the employee 1 s 
wages in the preceding calendar quarter. 
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(iiil For the tax year beginning after December 31, 1992, 
the old fund liability tax is an amount equal to 0.11 on the 
profit of each separate business of a sole proprietor and on the 
distributive share of ordinary income of each subchapter S. 
corporation shareholder, partner of a partnership, or member or 
manager of a limited liability company. For tax years beginning 
after December 31, 1993, the old fund liability tax rate is 
increased from 0.11 to 0.21. Every person subject to taxation 
under this subsection (2) (b) (iii) shall pay a minimum tax of not 
less than $25 per entity.• 
Renumber: subsequent subsections. 

29. Page 11, lines 11, 12, 14, and 20. 
Strike, "PAYROLL" 
Insert, "old fund liability• 

30. Page 11, line 22. 
Strike: "EMPLOYER PAYROLL" 
Insert: "old fund liability• 

31. Page 11, line 25. 
Following: "THE" 
Insert: •cumulative• 

32. Page 12, line 1. 
Following, "FUND" 
Inaart1 •tromr'eservea accwaulated from premiu..,s paid to the 

state fund baaed on wages payable on or after July 1, 1990, 
to adminiater and pay claims for injuries resulting from 
accidents that occurred before July 1, 1990, not including 
any outstanding bonds as of [the effective date of this 
act)" 

Strike: "$50" 
Insert: •ffo• 

33. Page 12, lines 2 and 6. 
Following: "ON THE" 
Strike: "EMPLDffi'F 
Inaert, "the persons subject to the old fund liabili~y tax• 

34. Page 12, line 9, 
Following: "ON" 
Strike, "EMPLOYERS" 
Insert, "the persona subject to the old fund liability tax• 

35. Page 14, line 25. 
Following: line 24 
Insert: •section 7. Section 15-30-207, MCA, is amended to read: 

891624CC.Has 
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"15-30-207. Annual statement.by employer. (11 Every 
employer shall, on or before February 28 in each year, file with 
the department a wage and tax statement for each employee in such 
form and sunun.arizing such information as the department requires, 
including the total wages paid to the employee during the 
preceding calendar year or any part thereof and showing the total 
amount of the federal income tax deducted and withheld from such 
wages and the total amount of the tax deducted and withheld 
therefrom under the provisions of 15-30-201 through 15-30-209 and 
39-71-2503. --

(21 The annual statement filed by an employer with respect 
to the wage payments reported constitutes full compliance with 
the requirements of 15-30-301 relating to the duties of 
information agents. and no additional information return is 
required with respect to such wage payments. 

(31 · In addition to any other penalty provided by law, the 
failure of an employer to furnish a statement as required by 
subsection (11 subjects the employer to a penalty of $5 for each 
failure, provided that the minimum penalty for failure to file 
the statements required on or before February 28 of each year 
shall be $50. Thia penalty may be abated by the department upon a 
showing of good cause by the employer. The penalty may be 
collected in the same manner as are other tax debts.• 

Section 8. Section 39-71-406, MCA, is amended to read, 
"39-71-406. Deduction from wages of any part of premium a 

misdemeanor. It is unlawful for the employer to deduct or obtain 
any part of any premium required to be paid by this chapter from 
the wages or earnings of~ the em3loyer's workers, and the 
making or attempt to make any eucheduction is a misdemeanor. 
The workers' c ensation old fund liabilit tax under 3i-71-2503 
snot a prem um t 

Section 9. Section 39-71-2354, MCA, is amended to read, 
"39-71-2354. Use of pe~rell old fund liabilit~ tax proceeds 

loans -- bonds. Ill Taxes collected under 39-71- 503 may be 
used only to administer and pay claims for injuries resulting 
from accidents that occurred before July 1, 1990, including the 
coat of repaying bonds issued and loan proceeds given under 39-
71-2355 and this section. If the state fund determines that, for 
the next 1 or more years following the date of the determination, 
the tax revenue, together with funds in the account required by 
39-71-2321 for claims for injuries resulting from accidents that 
occurred before July 1, 1990, will be insufficient to administer 
and pay those claims, the state fund may, through its board of 
directors, request the budget director to certify to the board of 
inveal:Jllents that additional funding is necessary. If the budget 
director agrees with the state fund's board of directors that 
additional funding is necessary, the budget director shall 
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certify to the board of investments the amount that the budget 
director determines is necessary to administer and pay claims for 
injuries resulting from accidents that occurred before July 1, 
1990. Except as provided in subsection (2), the board of 
investments shall, at times and in amounts it considers necessary 
or advisable, finance the amount certified by the budget director 
by giving the state fund the proceeds of a loan or a bond issue 
to administer and pay claims for injuries resulting from 
accidents that occurred before July 1, 1990. Loans must be from 
reserves accumulated from premiums paid to the state fund based 
upon wage■ payable on or after July 1, 1990. The board of 
investments shall choose the method of financing that is most 
coat-effective for the state fund. A loan must bear interest at 
the rate that the board of investments determines the money would 
earn in ~he poole3 la eamtant fan~ E9'1niied kJ 17 6 283 if 
invested on behalf of the state fund. The board of investments 
may also, upon request of the board of directors of the state 
fund, give the state fund the proceeds of a bond issue, to be 
used to pay off loans made und•r 39-71-2355 and this section. 
Bonda for the state fund must be workers' compensation bonds 
issued under 39-71-2355. 

(2) The total amount of loan proceeds given to the state 
fund plua workers• compensation bonds issued under 39-71-2355, 
except bonds issued to repay loans as provided for in subsection 
(1), may not exceed $220 million. All loan and bond proceeds 
given to the state fund must be repaid to the board of 
investments before July 1, 2020."" 
Renumber: subsequent sections 

36. Page 15, line 12. 
Following, line 11 
Insert, "NEW SECTION. Section 11. Appropriations. (1) There is 

appropriated $65,000 from the workers' compensation tax 
account to the state auditor for fiscal year 1993 for the 
purpose of making modifications to the state payroll system 
for an employee old fund liability tax. The unexpended 
balance of this appropriation is reappropriated for the same 
purpose to the department of administration for fiscal year 
1994. 
(2) There is appropriated $47,190 from the workers' 

compensation tax account to the department of revenue for fiscal 
year 1993 for the purpose of implementing an employee old fund 
liability tax. 

(3) There is appropriated $170;000 in fiscal year 1994 and 
$120,000 in fiscal year 1995 from the workers' compensation tax 
account to the department of revenue for the purpose of 
administering an employee old fund liability tax." 
Renumber: subsequent section& 

891624CC.Hss 

37. Page 15, lines 13 and 15. 
Strike: •3" 
Insert: •S• 

38. Page 15, line 17. 
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Strike: "THE" through "PAYROLL" 
Insert: "The employers• and the employees• portions of the old 

fund liability" 

39. Page 15, line 18. 
Strike: "2 AND 3• 
Insert: •4 ands• 

40. Page 15, line 20. 
Strike: "COMMENCES" 
Insert: •commence• 

41. Page 15, line 21. 
Following: line 20 
Insert, "NEW SECTION. Section 14. Retroactive applicability. 

The workers' compensation old fund liability tax imposed on 
sole proprietors, subchapter S. corporation shareholders, 
partners of partnerships, and members and managers of 
limited liability companies applies retroactively, within 
the meaning of 1-2-109, to tax years beginning after 
December 31, 1992. 

NEW SECTION. Section 15. Name change -- directions to code 
commissioner. Wherever the phrase •payroll tax• appears in Title 
39, chapter 71, or in legislation enacted by the 1993 legislature 
that is intended to be codified in Title 39, chapter 71, the code 
commissioner is directed to change the phrase to •old fund 
liability tax•.• 
Renumber: subsequent section 
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And this Free Conference eo-ittee report be adopted. 

For the House: For the Senate: 

~ 
Sen. Bartlett 

Sen.·~ 
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HOUSE BILL NO. 504 

INTRODUCED BY BENEDICT 

BY REQUEST OF THE JOINT SELECT 

COMMITTEE ON WORKERS' COMPENSATION 

A BILL FOR AN ACT ENTITLED: "AN ACT CREATING THE WORKERS' 

COMPENSATION OLD .f'UJ'ID LIAJIIL!'IT_ TAX BY INCREASING THE 

EMPLOYER PAYROLL TAX 'Pe-i-Pl!ReBN'i' AN8-fMP8SfN8 A-i-PBReBNT 

~ l!ltPb8¥BB-iiA8B-TAII AND EXPANDING THE TAX BASE TO INCLUDE 

EMPLOYEE$_ AN~QTHERS RECEIVING COMPENSATION Ill_ MONTANA: 

DIRECTING THAT TBE TAX PROCEEDS BE USED TO ELIMINATE THE 

STATE FUND'S OLD FUND UNFUNDED LIABILITY; PR8Yf9fN8 

APPR8PRfA~f8NSr PROVIDING APPROPRIATIONS; REVISING THE 

INTEREST RAT~ 9F LOANS FROM THE TAX USED TO FINANCE THE OLD 

FUND UNFUNDED LIABILITY; AMENDING SECTIONS iS-39-i!&;,z 

39-;,i-4&6z 15-30-201, 39-11-406, 39-11-2351, 39-;,i-i!5&:7 

39-~i-i59i!7 39-71-2354, 39-71-2501, 39-71-2502, 39-71-2503, 

AND 39-71-2504, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE 

DATE AN9L AN APPLICABILITY DATE, AND A RETROACTIVE 

APPLICABILITY DATE." 

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

Section 1. Section 39-71-2351, MCA, is amended to read: 

"39-71-2351. Purpose of separation of state fund 

liability as of July 1, 1990, and of separate funding of 

~,_......c_,,,. 
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claias before and on or after that date. (l) An unfunded 

liability exists in the state fund. It has existed since at 

least the mid-1980s and has grown each year. There have been 

numerous attempts to solve the problem by legislation and 

other methods. These attempts have alleviated the problem 

somewhat, but the problem has not been solved. 

(2) The legislature has determined that it is necessary 

to the public welfare to make workers' compensation 

insurance available to all employers through the state fund 

as the insurer of last resort. In making this insurance 

available, the state fund has incurred the unfunded 

liability. The legislature has determined that the most 

cost-effective and efficient way to provide a source of 

funding for and to ensure payment of the unfunded liability 

and the best way to administer the unfunded liability is to: 

(a) separate the liability of the state fund on the 

basis of whether a claim is for an injury resulting from an 

accident that occurred before July 1, 1990, or an accident 

that occurs on or after that date; 

(b) extend and-inerease the--payroii--tas--impesed--by 

CREATE AN OLD FtnlD_ LIABILITY TAX PROVIDED FOR !JI 39-71-2503?_ 

expand-the-~ax-to-inc¼ade-an-emp¼eyee-wage-tax, and dedicate 

the tax money first to the repayment of bonds issued under 

39-71-2354 and 39-71-2355 and then to the repayment of loans 

given under 39-71-2354 and 39-71-2355 and the direct payment 

-2- BB 504 
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of the costs of administering and paying claims for injuries 

from accidents that occurred before July 1, 1990. 

(3) The legislature further determines that in order to 

prevent the creation of a new unfunded liability with 

respect to claims for injuries for accidents that occur on 

or after July 1, 1990, certain duties of the state fund 

should be clarified and legislative oversight of the state 

fund should be increased." 

Sectiott-2~-se~ion-39-~l-i!58l7-11€A7-ia-a...,nded-to-read7-­

u39-~1-rS8l,--Be£initions.-As-~sed--in--this--part7--the 

£ollowin9-de£initiona-apply, 

tit--•Bepertaent•---■eans---tfte--department--or--reventte 

provided-£or-in-r-l5-l38l, 

trt--•Bmployee•-has-the-meaning-as-de£ined-in-39-Tl-llB, 

trtfil--•Bmployer•--has--the--mean¼n9---aet---£orth---¼n 

39-Tl-llT, 

t3tf.!t--•Payroll•--means--the-payroll-o£-an-employer-£or 

eaeh-ef-the-ea¼endar-~ttarters--ending--March--3¼7--dnne--387 

September--387 --and-Beeelll,er-3¼7-for-aii-empioymenta-eovered 

ttnder-39-~l-481~ 

t4tfil--•State-Eand•-means-the-state-compensat¼on-mataal 

insttranee-tttftdT 

t5t±!1--•~ax•-meana-the--werkera~--eompenaatien--payro¼¼ 

and-wage tax-provided-£or-¼n-39-Tl-i583, 

t6tfl1--•~ax--aeeonnt•--meana--the-workersL-eompensation 
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tax-aceoant-ereated-by-39-Ti-r584. 

t8t--•wagesu-haa-the-meaning-as-defined-in-39-~¼-¼~3T• 

Section-3~-section-39-Ti-i!58z7 -M€A7 -is-amended-to-read7-­

u39-Tl-zS8r,--Pindin9s-and-parpose.-tlt-Based-on-earrent 

iiabi¼ities-and-aetnariai-ana¼ysis,--an--nnfnnded--iiabi¼ity 

present¼y-eKists-¼n-the-atate-tnnd-with-regard-to-e¼aims-tor 

in;aries--resn¼ting-trom-aeeidents-that-oeenrred-betore-Jn¼y 

¼7-¼9997-and-it-may-inereaseT-Whi¼e--iegis¼ati•e--aetion--is 

reqnired--to--eerreet--the-eanses-0£-the-nnfanded-¼iabi¼ity7 

thoae-aetions-wi¼¼-not-provide-sattieient--tanda--to--permit 

the---state---tand--to--pay--its--exiating--¼¼abiiitiea--and 

eb¼igationa-in-a-time¼y-manner-from-preminm--and--in•estment 

ineome--a•ai¼ab¼e--te--the--state--fnnd.--~heretore7--it--is 

necesaary--to--pro•ide-a-soaree other-sonrees et-funding-for 

the-nnfttnded-¼iabi¼ity-in-additien-te-premiam-and-in¥estment 

inceme. 

trt--~he-poliee-power-0£-the-~tate-extends-to-all--9reet 

pttb¼ie--needs•--9he--state,--±n--efte--e•ereise-ef-its-pe¼¼ee 

power7-has-determined-that-it--is--great¼y--and--i11Uftediate¼y 

neeeaaary---te---the---pab¼ie---we¼fare---~e--ma~e--workersi 

eempensation-insttranee-avai¼able-te--al¼--emp¼eyers--throagh 

the-etate-£nnd-ae-the-insnrer-et-%ast-resert.-ln-making-this 

¼nsuranee---a•ai¼ab¼e7--the--state--£und--has--inettrred--the 

ttftranded-liability-described-in-sabseetion-tlt.--~he--bttrden 

ef--this--nnfttnded--¼iabiiity--sftea¼d-not-be-berne-sole¼y-by 
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those-emp¼oyers-who-haye-insared-with-the-state-fand-beeattse 

tfte-avai¼abi¼ity-ot-insarance-to-a¼¼-emp¼oyers--throagh--the 

state--Eaftd--has--befteE¼ted--a¼¼-eap¼eyers-wha-have-werkersL 

eempensat¼on-eoverage.7-ner-shoa¼d-this--ttnfttnded--¼iabi¼ity 

be-borne-en¼y-by-emp¼oyersT ~heretore7-a¼¼-emp¼oyers-and-a¼¼ 

eapieyees whe--have--eapieymeftts--eevered--ey--the-werkersL 

compensation-¼aws-shett¼d-share-in-the-cost-0£--the--anfttnded 

i¼ae¼i¼tyT 

t~t--~he---parpeae---eE---th¼s--part--¼e--te--prev¼de--a 

sapp¼ementa¼-eonree sources o£-£inancing--£or--the--an£anded 

¼iabi¼itya• 

SECTION 2. SECTION 39-71-2501, MCA, IS AMENDED TO READ: 

•39-71-2501. Definitions. As used in this part, the 

following definitions apply: 

(l) "Department" means the department 

provided for in 2-15-1301. 

of revenue 

(2) "Employee" includes an officer, employee, or 

elected .l!_ublic official of the United States, the state of 

Montana, or any political subdivision of the United States 

or the state of Montana or any agency or instrumentality of 

the United States, the state of Montana, or a political 

subdivision of the United States or the state of Montana. 

The term •em~ee• also includes an officer of a 

corporation. 

tit(ll (a) "Employer" haa--the--aeafting--set--Eerth--¼n 

-5- HB 504 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0504/05 

39-T¼-i¼T means, except as provided in subsection (3)(b), 

the person for whom an individual performs or performed any 

service, of whatever nature, as an employee of the person. 

(b) If the person for whom the individual performs or 

performed the service does not have control of the payment 

of the wages for the service, the term employer means the 

person who has control of the payment of wages. 

t3till "Payroll Employer's payroll" means the--payrei¼ 

er--an-eap½eyer wages paid for each of the calendar quarters 

ending March 31, June 30, September 30, and December 317-fer 

ai¼-eapieymeftte-eevered-aftder-~9-Tl-48¼, 

t4till "State fund" means the state compensation mutual 

insurance fund. 

tSt.fil "Tax" means the workers• compensation payro¼¼ 

old fund liability tax provided for in 39-71-2503, created 

to address the unfunded liability for claims for injuries 

resulting from accidents that occurred before July 1 1 1990. 

t6t11.l •Tax account" means the workers' compensation 

tax account created by 39-71-2504, 

(8) •wages" means all remuneration for services 

performed by an employee for an employer, including the cash 

value of all remuneration paid in any medium other than 

cash. The term does not include remuneration ,E_aid: 

W for casual labor not in the course of the 

em~er•s trade or business .E.'~:r formed in an.v. calendar 
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quarter by an employee unless the cash remuneration paid for 

the service is $50 or more and the service is performed by 

an individual who is regularly employed by the employer to 

perform the service. For purposes of this subsection (S)(a), 

an individual is considered to be regularly employed by an 

employer during a calendar quarter only if: 

(i) on each of 24 days during the calendar quarter, the 

individual performs service not in the course of the 

employer's trade or business for the employe~ for so~e 

portion of the day; and 

Lill the individual was regularly employed, as 

determined under subsection (8)(a)(i), by the employer in 

the performance of service during the preceding calendar 

quarter; 

(b) for services not in the course of the employer•s 

trade or business, to the extent that remuneration is paid 

in any medium other than cash, when the payments are in the 

form of lodging or meals and the payments are received by 

the employee at the reguejlt of and fQr ~~the conJ,'eajence of 

the employer; 

(c) to or for an employee as a payment for or a 

contribution toward the cost of any group plan or program 

that benefits the employee, including but not limited to 

life insurance, hospitalization insurance for the employee 

or the employee's dependents, and employees' ~lub 
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activities: 

(d) as wages or compensation~ the taxation of which is 

prohibited by federal law.• 

SECTION 3. SECTION 39-71-2502, MCA, IS AMENDED TO READ: 

•39-71-2502. Findings and purpose. (lJ Based on current 

liabilities and actuarial analysis, an unfunded liability 

presently exists in the state fund with regard to claims for 

injuries resulting from accidents that occurred before July 

l, 1990, and it may increase. While legislative action is 

required to correct the causes of the unfunded liability, 

those actions will not provide sufficient funds to permit 

the state fund to pay its existing liabilities and 

obligations in a timely manner from premium and investment 

income available to the state fund. Therefore, it is 

necessary to provide a-sottree other sources of funding for 

the unfunded liability in addition to premium and investment 

income. 

(2) The police power of the state extends to all great 

public needs. The state, in the exercise of its police 

power, has determined that it is greatly and immediately 

necessary to the public welfa[e to make workers' 

compensation insurance available to all employers through 

the state fund as the insurer of last resort. In making this 

insurance available, the state fund has incurred the 

unfunded liability described in subsection (1). The burden 
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of this unfunded liability should not be borne solely by 

those employers who have insured with the state fund because 

the availability of insurance to all employers through the 

state fund has benefited all emp¼eyera--whe--have--workersi 

eompensa~ion---cowera~eT those receiving compensation in 

Montana. This unfunded liability should not be borne only by 

em~~re. Therefore, all employers, employees, sole 

proprietors, subchapter s. corp_£ration shareholders.!_ 

partners of partnerships, and members or managers of limited 

liability companies vho--ha•e--e■ployaenta--eo•ered-by-the 

workerai-eeapensa~ion-¼awa should share in the cost of the 

unfunded liability. 

( 3) The purpose of this part 

supplemental aottree sources of financing 

liability.• 

is to provide a 

for the unfunded 

Section 4. Section 39-71-2503, MCA, is amended to read: 

"39-71-2503. llorkers' coapensation payroll OLD FUND 

LIABILITY tax and-wage-tax. (l) (a) There is imposed on each 

employer a workers' c011pensation payroll OLD FUND LIABILITY 

tax in an amount equal to 8TiBI ¼I 0.28\, PLUS THE 

ADDITIONAL AMOUNT OF PA¥R8hh OLD FUND LIABILITY TAX PROVIDED 

IN [SECTION i 1 fu of the employer's payroll in the 

preceding calendar quarter for-all-emp¼oyaents-eoTered-~nder 

39-T¼-481, except that if an employer is subject to 

15-30-204(2), the tax is an amount equal to 8TiBI ¼I 0.281, 
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PLUS THE ADDITIONAL AMOUNT OF PA¥R8bh OLD FUND LIABILITY TAX 

PROVIDED IN (SECTION i 1 lli of the employer's payroll in 

the preceding week. 

tbt--~ftere--¼s--i■po9ed--on--eaeh--emp¼oyee--a--werkersi 

ee•pensaeien-wa9e-~ax in--an--amottne--eqtta¼--to--¼,--eE7--AS 

PR8YIBBB--iN--tSl!l!'l'l8H--5f7 --eN the-e■p¼oyeeLs-vages-½n-the 

preeed±n9-ea¼endar-qaarter-£er-a¼¼-emp¼oyments-cowered-ander 

39-T¼-48¼T-Per-the-pttrpoae-ef-~hia-tax7--a--ae¼e--prepr¼eter 

sha¼¼---pay---on¼y---the---emp¼oyeris--payro¼¼--ta•--on--the 

preprietoris-own-emp¼oyaentT 9hie-peyre¼l-tax 8R--A--W8RM§NQ 

PIIR~NBR-6P-A-PIIR~NBRSHIP-WH8-BbBe~S-e8YBRASB-HNBBR-39-T¼-48¼ 

SIUlhb--PA¥-8Nb¥-~HB-BMPb8¥BRLS-P8R~l8H-8f'-~HB-PA¥R8bb-~All-8N 

~HB-98bB-PR8PRilft'8RLS-8R-W8RKIN6-PIIR~NBRLS-8WN-BMPb6l!MBN'P.-A 

e8RP8RA~B-8PPleBR-WH8-19-AbS8-AN-BMPh8¥BB-8P-~HB-eeRP8RA918N 

ANB-19-BN6A8B8-fN--A--e8VBRBB--8MPb8YMHN9z--AS--PR8YIBBB--iN 

39-T¼-48¼7--SIUlhb--PA¥--8NbY--9HB--BMPb8¥BRLS-P8R~i8N-8P-9HB 

PA¥R8bh-~AK-8N-9HB-e8RP811ATB-8PPleBRLS-8WN--BMPb8¥MBNTT--llbb 

8'PHBR--BMPb8YBBS--8P--A-eeRP811ATl8N7-S8b8-PR8PRiB'P0RSHIP7-8R 

PM19NBRSHIP-8!Ulhb-PA¥-THB--Wi\8B--Tllll--AS--Rl!!E!SiRBB--IN--9HIS 

sseT18NT 

tet--~hese--taxes (B) THi8-PA¥R8hh THERE IS IMPOSED ON 

EACH EMPLOYEE, EXCEPT WORKERS ENGAGED IN THE RAIL INDUSTRY 

WHO ARE UNDER THE JURISDICTION OF THE FEDERAL RAILROAD 

JUJMINISTRATION, UNITED STATES DEPARTMENT OF TRANSPORTATION, 

Ml OLD FUN~ LIABILITY TAX, AS PROVIDED IN [SECTION 5), ON 
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THE EMPLOYEE'S WAGES IN THE PRECEDING CALENDAR QUARTER. 

jC) THERE IS I.MPOSED ON EACH BUSINESS OF A SOLE 

PROPRIETOR, ON EACH SUBCHAPTER S. CORPORATION SHAREHOLDER, 

ON -~H _ _!'ARTNER OP_~ _PARTNERSHIP, AND ON EACH MEMBER OR 

MANAGER OF A LIMITED LIABILITY COMPANY A WORKERS' 

COMPENSATION OLD PUND LIABILITY TAX, AS PROVIDED IN (SECTION 

SJ, ON THE PROFIT OF EACH SEPARATE BUSINESS OF A SOLE 

PROPRIETOR AND ON THE DISTRIBUTIVE SHARE OF ORDINARY INCOME 

OP EACH SHAREHOLDER, PARTNER, OR MEMBER OR MANAGER. 

(DJ A CORPORATE OFFICER OF A SUBCSAPTER S. CORPORATION 

WHO RECEIVES WAGES AS AN EMPLOYEE OP THE CORPORATION SHALL 

PAY THE OLD PUND LIABILITY TAX ON BOTH THE WAGES AND ANY 

DISTRIBUTIVE SBARE OP ORDINARY INCOME AT THE EMPLOYEE RATE. 

THE SUBCHAPTER S. CORPORATION IS NOT LIABLE FOR THE TAX ON 

THE CORPORATE OPPICER'S WAGES. 

(E) A CORPORATE OFFICER OF A CLOSELY HELD CORPORATION 

WHO MEETS THE STOCK OWNERSHIP TEST UNDER SECTION 542(A)(2) 

OF THE INTERNAL REVENUE CODE AND RECEIVES WAGES AS AN 

EMPLOYEE OF THE CORPORATION IS REQUIRED TO PAY THE OLD FUND 

LIABILITY TAX ONLY ON THE WAGES RECEIVED. THE CORPORATION JS 

NOT LIABLE FOR THE TAX ON THE CORPORATE OFFICER'S WAGES. 

(F) THIS OLD FOND LIABILITY!!!. must be used to reduce 

the unfunded liability in the state fund incurred for claims 

for injuries resulting fr011 accidents that occurred before 

July 1, 1990. If one or more loans or bonds are outstanding, 
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the-tax--must--be--eentinued--at--the--87i8t--rate--and the 

legislature may not medi£y-the-tax-rateT-the-uae-e£-the-tax 

proeeedsT-or-this-eeetion-¼n-a-manner--~hat--rednees ~ 

the security for repayment of the outstanding loans or 

bonds, except that the legislature may forgive payment of 

the ~ tax or reduce the~ tax rate for any 12-month period 

if the workers' compensation bond repayment account contains 

on the first day of that period an amount, regardless of the 

source, that is in excess of the reserve maintained in the 

account and that is equal to the amount needed to pay and 

dedicated to the payment of the principal, premium, and 

interest that must be paid during that period on the 

outstanding loans or bonds. ~he-¼eg¼e¼ature-aay-net-increaae 

the-taa-raee-eweept-npen-a-twc-th¼rde-vote-of-eaeh-hottae• 

tbttdttet(GJ Each employer shall maintain the records 

the department requires concerning the e■p¼eyerLa-peyre¼¼ 

OLD FUND LIABILITY TAX and--the--employee--wage--tax. The 

records are subject to inspection by the department and its 

employees and agents during regular business hours. 

tBt--AN-BMP&e¥BB-B8BB--li8'f--BAYB--AN¥--R¼SH~--eP--Ae~f8N 

MIA¼NS~-Ali-BMP&e\!SR-1'8R-AN¥-M8NB¥-9B86e~BB-AN9-Wf~HHBhB-PR8M 

~es--ill!Ph8¥SBLB-NABBB-AN9-PAf9-'f8-~HB-B~M'B-fN-eeM!'_hfANeB-8R 

¼N'!'BNBB9-E!8MPhtANE!B-Wf~H-~HfB-BBe~t8N7 

tPt--~BB-BMPh8¥BR-tB-hfABhB-'!'6-~HB-B~A~B-PeR-AN¥--I\MEISN~ 

8P--WA6B-~a\JIBBz-Ph8B-fN~BRBB~-AN9-PBNAh~¥T-WHBN-~HB-BMPh8¥BR 

-12- BB 504 
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PAtbS-Cf8-Wt~HH0b9-PR8M-AN-BMPb8¥BBLS-WA6BS-6R-PAtbS-'l'8-RBMt~ 

~-~HB-S~A~B-~HB-WA6B-~AII-RBeHtRB9-B¥-~HtS-SBe~t6N, 

(H) AN EMPLOYEE DOES NOT HAVE ANY RIGHT OF ACTION 

AGAINST AN EMPLOYER FOR ANY MONEY DEDUCTED AND WITHHELD FROM 

THE EMPLOYEE'S WAGES AND PAID TO THE STATE IN COMPLIANCE OR 

INTENDED COMPLIANCE WITH THIS SECTION. 

(I) THE EMPLOYER IS LIABLE TO THE STATE FOR ANY AMOUNT 

OF OLD FUND LIABILITY TAXES, PLUS INTEREST AND PENALTY, WHEN 

THE EMPLOYER FAILS TO WITHHOLD FROM AN EMPLOYEE'S WAGES OR 

FAILS TO REMIT TO THE STATE THE DLD FUND LIABILITY TAX 

REQUIRED BY THIS SECTION. 

{J) A SOLE PROPRIETOR, SUBCHAPTER S. CORPORATION 

SHAREHOLDER, PARTNER OF A PARTNERSHIP, OR MEMBER OR MANAGER 

OF A LIMITED LIABILITY COMPANY IS LIABLE TO THE STATE FOR 

THE OLD FUND LIABILITY TAX, PLUS INTEREST AND PENALTY, WHEN 

THE SOLE PROPRIETOR, SHAREHOLDER, PARTNER, OR MEMBER OR 

MANAGER FAILS TO REMIT TO THE STATE THE OLD FUND LIABILITY 

TAX REQUIRED BY THIS SECTION. 

(2) All collections of the tax taxes TAX are 

apprepriated-te-and must be deposited as received in the tax 

account. The tax-is taxe■-are TAX IS in addition to any 

other tax or fee assessed against empioyers PERSONS and 

empteyees subject to the tax taxes TAX. 

(3) (a) On or before the last day of April, July, 

October, and January, each employer subject to the tax shall 
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file a return in the form and containing the information 

required by the department and, except as provided in 

subsection (J)(b), pay the amount of tax required by this 

section to be paid on the employer's payroll for the 

preceding calendar quarter and-in-additien-sha¼¼ withfte¼d 

frem-an-emp¼e7ee~s--wa9es--the--wage--tax--p~o•ided--£er--in 

s~b■eetien--tlttbt--and--pay--it--te--the--departaent RBMt~ 

WtTHH6bB¼N8--P6R--BMPb6¥BBSL-WA8B-~AIIBS-A~-~HB-SAMB-~tMB AND 

IN ADDITION SHALL REMIT WITHHOLDINGS FOR EMPLOYEES' OLD FUND 

LIABILITY TAXES AT THE SAME TIME. 

(b) An employer subject to 15-30-204(2) shall remit to 

the department a weekly payment with its weekly withholding 

tax payment in the amount required by subsection (l)(a) and 

sho¼¼--rem±t--withhe¼d±ngs--for-emp¼oyees~-wage-taxes-at-the 

same-time AND SHALL REMIT WITHHOLDINGS FOR EMPLOYEES' OLD 

FUND LIABILITY TAXES AT THE SAME TIME. 

(c) A--tax--payment Tax--payaents A--~Al£--PAYMBN~ TAX 

PAYMENTS required by subsection sabsections S!!BSl!e~t6N 

SUBSECTIONS (l)(a) and-ttttbt AND (l)(B) must be made with 

the return filed pursuant to 15-30-204. The department shall 

first credit a payment to the liability under 15-30-202 and 

credit any remainder to the workers 1 compensation tax 

account provided in 39-71-2504. 

(D) TAX PAYMENTS DUE FROM SOLE PROPRIETORS, SUBCHAPTER 

S. CORPORATION SHAREHOLOERS, PARTNERS OF PARTNERSHIPS, AND 

-14- HB 504 
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MEMBERS OR MANAGERS OF LIMITED LIABILITY COMPANIES MUST BE 

MADE WITH AND AT THE SAME TIME AS THE RETURNS FILED PURSUANT 

TO 15-30-144 AND 15-30-241. THE DEPARTMENT SHALL FIRST 

CREDIT A PAYMENT TO THE LIABILITY UNDER 15-30-103 OR 

15-30-202 AND SHALL THEN CREDIT ANY REMAINDER TO THE 

WORKERS' COMPENSATION TAX ACCOUNT PROVIDED IN 39-71-2504. 

(4) An employer's officer or employee with the duty to 

collect, account for, and pay to the department the amounts 

due under this section who wi¼¼ftt¼¼y fails to pay an amount 

is liable to the state for the unpaid amount and any penalty 

and interest relating to that amount. 

(5) Returns and remittances under subsection (3) and 

any information obtained by the department during an audit 

are ~ubject ta the provisions of 15-30-303, but the 

department may disclose the information to the department of 

labor and industry urider circumstances and conditions that 

ensure the continued confidentiality of the information. 

(6) The department of labor and industry and the state 

fund shall, on July 1, 1991, or as soon after that date as 

possible, give the department a list of all employers having 

coverage under any plan administered or regulated by the 

department of labor and industry and the state fund. After 

the lists have been given to the department, the department 

of labor and industry and the state fund shall update the 

lists weekly. The department of labor and industry and the 
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state fund shall provide the department with access to their 

computer data bases and paper files and records for the 

purpose of the department 1 s administ,ration of the tax 

imposed by this section. 

(7) The provisions of Title 15, 

conflict with the provisions of 

chapter 30, not in 

this part regarding 

administration, remedies, enforcement, collections, 

hearings, interest, deficiency assessments, credits for 

overpayment, statute of limitations, penalties, ESTIMATED 

TAXES, and·department rulemaking authority apply to the tax 

!.!..!!t!T TAX, TO Ce employers, empleyees7 TO EMPLOYEES, TO 

SOLE PROPRIETORS, TO SUBCHAPTER S. CORPORATION SHAREHOLDERS, 

TO PARTNERS OF PARTNERSHIPS, TO MEMBERS OR MANAGERS OF 

LIMITED LIABILITY COMPANIES, and to the department." 

NEW SECTION. SECTION 5. PAYMENT OF UNFUNDED LIABILITY 

roR INJURIES RESULTING FROM ACCIDENTS OCCURRING BEFORE JULY 

l, 1990. (1) BEGINNING JULY l, 1993, THE STATE FUND SHALL 

PAY FOR THE COST OF ADMINISTERING AND PAYING CLAIMS FOR 

INJURIES RESULTING FROM ACCIDENTS THAT OCCURRED BEFORE JULY 

1, 1990, NOT COVERED BY ANY OTHER FUNDING SOURCE, BY 

BORROWING FROM THE RESERVES ACCUMULATED FROM PREMIUMS PAID 

TO THE STATE FUND, BASED UPON WAGES PAYABLE ON OR AFTER JULY 

1 1 1990, AND INVESTED BY THE BOARD OF INVESTMENTS, FROM TIME 

TO TIME, THE AMOUNT THAT THE STATE FUND DETERMINES AND THE 

BUDGET DIRECTOR CERTIFIES, AS PROVIDE:Q___IN 39-71-2354, WILL 
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BE NEEDED TO PAY FOR ADMINISTERING AND PAYING THE CLAIMS FOR 

THE ENSUING YEAR. 

(2) (A) IN JANUARY OF EACH YEAR, PRIOR TO THE START OF 

THE FOLLOWING FISCAL YEAR, THE STATE FUND SHALL FORWARD TO 

THE BUDGET DIRECTOR INFORMATION PERTAINING TO THE AMOUNT 

THAT THE STATE FUND WILL BORROW FOR THE ENSUING FISCAL YEAR 

TO PAY FOR THE COST OF ADMINISTERING AND PAYING CLAIMS FOR 

THE INJURIES PROVIDED FOR IN SUBSECTION (1), EXCEPT THAT FOR 

FISCAL YEAR 1994, THE INFORMATION ON THE AMOUNT TO BE 

BORROWED BY THE STATE FUND MUST BE FORWARDED TO THE BUDGET 

DIRECTOR NO LATER THAN 45 DAYS PRIOR TO THE START OF THE 

FISCAL YEAR. IN ADDITION, THE STATE FUND SHALL FORWARD TO 

THE BUDGET DIRECTOR THE SCHEDULE OF PROJECTED LIABILITY 

PAYMENTS AND CASH NEEDS ON WHICH THE AMOUNT TO BE BORROWED 

IS BASED. THE SCHEDULE MUST INCLUDE BUT IS NOT LIMITED TO 

TOTAL PROJECTED LIABILITY PAYMENTS, LOANS AND BOND DEBT 

PAYMENTS, REVENUE FROM THE llMPb8Yl!II--PAYll8bb OLD FUND 

LIABILITY TAX ANB--llMPb8YBB--WA8B--~AK PROVIDED FOR IN 

39-71-2503, PROJECTED FISCAL YEAREND CASH, AND THE PROJECTED 

FISCAL YEAREND CASH FOR THE YEAR i663 2007. 

( B) ( I) THERE IS IMPOSED ON EACH EMPLOYER A WORKERS' 

COMPENSATION PAYR8bb OLD FUND LIABILITY TAX ANB-eN-l!AeH 

BMPb8'lBB-A-WBRKBRS~-eeMPBNBA9teN-HA8B--9All AS PROVIDED IN 

39-71-2503. FOR FISCAL YEAR 1994, THE EMPLOYER PA¥118bb OLD 

FUND LIABILI!Y TAX IS AN AMOUNT EQUAL TO 0.5\ OF THE 
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EMPLOYER'S PAYROLL IN THE PRECEDING CALENDAR QUARTER f'8R-Abb 

BMPb8¥MBN9S--E!EWBRBB-BY-39-~¼-48¼. PBR-PfSE!Al,-YIIAR-¼9947-9HB 

BMPb8¥BB-WA8B-9All-fS-AN-AM86lft'-Bel!Ab-'f8-8T51--8Tiil--9P--9HB 

BMPb8¥BB~9--WA8BS--fN-9HB-PRBeBBfNS-eAbBNIIAR-Ql:IAR9BR-PeR-Abb 

BMPb8¥MBlffS-E!EWBRBB-B¥-39-i¼-48¼T 

(II) FOR FISCAL YEAR 1994, THE EMPLOYEE OLD FUND 

LIABILITY TAX IS AN AMOUNT EQUAL TO O. 2\ OF THE EMPLOYEE'S 

HAGES IN THE PRECEDING CALENDAR QUARTER. 

(III) FOR THE TAX YEAR BEGINNING AFTER DECEMBER 31, 

1992, THE OLD FUND LIABILITY TAX IS AN AMOUNT EQUAL TO 0.11 

ON THE PROFIT OF EACH SEPARATE BUSINESS OF A SOLE PROPRIETOR 

AND ON THE DISTRI~QTIVE SHARE OF ORDINARY IN~OME OF EACH 

SUBCHAPTER s. CORPORATION SHAREHOLDER, PARTNER OF A 

PARTNERSHIP, OR MEMBER OR MANAGER OF A LIMITED LIABILITY 

COMPANY. FOR TAX YEARS BEGINNING AFTER DECEMBER 31, 1993, 

THE OLD FUND LIABILITY TAX RATE IS INCREASED FROM 0.11 TO 

0.2\. EVERY PERSON SUBJECT TO TAXATION UNDER THIS SUBSECTION 

(2)(B)(III) SHALL PAY A MINIMUM TAX OF NOT LESS THAN $25 PER 

ENTITY. 

tfft(IV) THE RATE OP THE EMPLOYER PA¥118bb OLD FUND 

LIABILITY TAX DETERMINED BY THIS SECTION INCLUDES THE 0.281 

EMPLOYER PA¥R6bb OLD FUND LIABILITX TAX PROVIDED FOR IN 

39-71-2503. 

tffft(V) (A) THE EMPLOYER PA¥R8bb OLD POND LIABILITY 

TAX THAT IS IN EXCESS OF THE 0.281 TAX PROVIDED FOR IN 

-18- BB 504 
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39-71-2503 ANB-~HB-BMPL8¥BB-WA6B-~AM-~BRM¼NA~B TERMINATES AT 

THE END OF FISCAL YEAR i883 2007. 

(B) IF THE DEBT SERVICE ACCOUNT HAS SUFFICIENT FUNDS TO 

PAY OUTSTANDING BONDS OR IF NO BONDS ARE OUTSTANDING, THE 

PAYRehh OLD FUND LIABILITY TAX MAY NOT BE IMPOSED AFTER THE 

END OF FISCAL YEAR i883 2007. -----
t¼Vt(VI) THE BMPh8'1BR-PA¥R0hL OLD FUND LIABILITY TAX ANB 

~HB-BMPh8'1BB-WA6B-~All DESCRIBED IN THIS SECTION MUST BE 

COLLECTED AND DEPOSITED AS PROVIDED IN 39-71-2503 AND 

39-71-2504. 

(3) IF IN ANY JANUARY THE CUMULATIVE PROJECTED AMOUNT 

TO BE BORROWED BY THE STATE FUND FROM RESERVES ACCUMULATED 

FROM PREMIUMS PAID TO THE STATE FUND BASED ON WAGES PAYABLE 

ON OR AFTER JULY 1. 1990, TO ADMINISTER AND PAY CLAIMS FOR 

INJURIES RESULTING FROM ACCIDENTS THAT OCCURRED BEFORE JULY 

1, 1990, NOT INCLDDING ANY OUTSTANDING BONDS AS OF [THE 

EFFECTIVE DATE OF THIS ACT) EXCEEDS ill $80 MILLION FOR THE 

FOLLOWING FISCAL YEAR, THE TAX RATE ON THE BMPL8YBR PERSONS 

SUBJECT TO THE OLD FUND LIABILITY TAX ANB-BMPL8YBB MUST BE 

INCREASED BY 0.051 FOR THE FOLLOWING FISCAL YEAR OVER THE 

CURRENT TAX RATE. IF IN ANY JANUARY THE PROJECTED FISCAL 

YEAREND CASH BALANCE FOR THE CURRENT FISCAL YEAR EXCEEDS $25 

MILLION, THE TAX RATE ON THE l!INPL8YBR PERSONS SUBJECT TO THE 

OLD FUND LIABILITY TAX ANB-BMPh8'1BB MUST BE REDUCED BY 0.051 

FROM THE CURRENT TAX RATE FOR THE FOLLOWING FISCAL YEAR. 
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(4) THE TOTAL TAX ON BMPh8YBRS THE PERSONS SUBJECT TO 

THE OLD FUND LIABILITY TAX MAY NOT EXCEED 0.7517-ANB-~HB 

'1'8'l'Ah-WA6B-~AM-8N-BMPL8YBBS-MA¥-N8'1'-BMeeee-B~~51. 

(5) THE BUDGET DIRECTOR SHALL CERTIFY THE CASH FLOW 

PROJECTIONS OF THE STATE FUND REgUIRED BY THIS SECTION AND 

SHALL NOTIFY THE DEPARTMENT OF REVENUE NO LATER THAN APRIL 1 

OF THE RATE OF TAX TO BE COLLECTED PURSUANT TO THIS SECTION. 

Section 6. Section 39-71-2504, MCA, is amended to read: 

"39-71-2504. Workers' coapensation ta~ account. (1) 

There is a workers' compensation ta~ account in the state 

special revenue fund. The workers' compensation tax account 

consists of a tax account and a workers' compensation bond 

repayment account. 

(2) All collections of the tax taxes TAX imposed under 

39-71-2503, interest and penalties on the tax taxes TAX, and 

revenue appropriated to the workers' compensation tax 

account under section 11, Chapter 9, Special Laws of June 

1989, must be deposited in the workers' compensation tax 

account. All a"eh money deposited in the workers' 

compensation tax account must be credited to the workers' 

compensation bond repayment account to the extent necessary 

to pay the principal of and redemption premium and interest 

due on workers' compensation bonds issued under 39-71-2354 

and 39-71-2355 and to establish and maintain a reserve for 

the bonds equal to the maximum annual principal of and 
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interest on the bonds in any future year. The balance in the 

workers' compensation bond repayment account must be 

credited to the tax account within the workers• compen~ation 

tax account and is statutorily appropriated, as provided in 

17-7-502, to the state fund to be used to reduce the 

unfunded liability in the state fund incurred for claims for 

injuries resulting from accidents that occurred before July 

l, 1990." 

SE£i"-18N-~a------l.-.--i!C,lr,--l.-S----'l'O--fttiAf>-:­

•¼S-,e-2e~T--Annaai-atate■ent--ey--e■p¼eyerT--t¼t--Bvery 

eap¼eyer--aha¼¼7-en-er-eefore-Peeraary-i6-in-eaeh-year7-file 

wteh-~he-depar~meftt--a--wage--and--taz--stateaent--for--eaeh 

emp¼oyee--in--stteh--ferm-and-sttftllftariz±ng-aaeh-½nfermation-aa 

the-department-reqairea7-ine¼ading-the-teta¼-wages--paid--te 

the--emp¼oyee-during-the-preeed¼ng-ea¼endar-year-or-any-part 

thereef-and-shewing-the-tota¼-ameant-ef-the--federa¼--ineeme 

tax--dedaeted--and--withheld--frem--aaeh-wagea-and-the-tota¼ 

amoant-of-the-tax-dedaeted-and-withheld-therefrem-ander--the 

provisions-ef-l5-38-29l-threagh-t5-39-i69 and-39-~t-i563T 

tzt--~he--annaa¼--atatemeflt--filed--ey--an-emp¼oyer-with 

respeet-te--the--wage--paymenta--reperted--eenstitates--£all 

eamptianee--with--the--reqairements-ef-15-39-38¼-relating-to 

the--dttt¼es--e£--¼nfermat¼on--a9ents7--and---fte---add¼t¼ona¼ 

informatien--return--ia--reqaired--with-respeet-te-sueft-wage 

pay11entST 
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t3t--fn-addit¼en-to-any-other-pena¼ty-prev¼ded--ey--taw7 

tfte--£a¼¼are--ef--an--emp¼eyer--to--fttrnish--a--statement-as 

required-by--anbseetieft--t¼t--sab;eets--the--eap¼oyer--te--a 

pena¼ty--of--$5--for-eaeh-fa¼tare7-previded-that-the-mift¼■tt■ 

pena¼ty-£or-£ai¼nre-to-£i¼e-the-statements--reqaired--en--or 

eefere--Peeraary--i&-of-eaeh-year-aha¼¼-ee-$58,-~his-peftatty 

■ay-ee-aeated-ey-the-depart■eftt-apoft-a-ahewiflg-of-goed-eaase 

ey-the-empleyer,-~he-penalty-may-ee-eolleeted--¼n--the--aame 

manner-as-are-ether-tax-debts•• 

SE£'A0N-8a----~~--.----'l'O--RBMh-

•39-~¼-496.--sedaetion-£rom-wages-o£-any-part-of-premiam 

a--miademeanora-ft-¼s-an¼awfa¼-for-the-emp¼oyer-to-dedaet-er 

eetain-any-part-of-any-premia■ -reqtt¼red-to-be-paid--ey--thia 

ehapter--from--the-wages-or-earnings-of-h¼s-workers7-and-the 

■aMing--er--attempt--to--make--any--s~eh--dedaet¼on---is---a 

m¼adeaeanorT ~he-emp¼oyee-wage-~ax-nnder-39-~¼-iS83-is-not-a 

premiam-fer-the-purpeee-ef-~his-see~ien.• 

SECTION 7. SECTION 15-30-207, MCA1 IS AMENDED TO READ: 

•15-30-207. Annual stat.,..,nt by e.ployer. (l) Every 

employer shall, on or before February 28 in each year, file 

with the department a wage and tax statement for each 

employee in such form and summarizing such information as 

the department requires, including the total wages paid to 

the employee during the preceding calendar year or any part 

thereof and showing the total amount of the federal income 
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tax deducted and withheld from such wages and the total 

amount of the tax deducted and withheld therefrom under the 

provisions of 15-30-201 through 15-30-209 and 39-71-2503. 

(2) The annual statement filed by an employer with 

respect to the wage payments reported constitutes full 

compliance with the requirements of 15-30-301 relating to 

the duties of information agents, and no additional 

information return is required with respect to such wage 

payments. 

(3) In addition to any other·penalty provided by law, 

the failure of an employer to furnish a statement as 

required by subsection (1) subjects the employer to a 

penalty of $5 for each failure, provided that the minimum 

penalty for failure to file the statements required on or 

before February 28 of each year shall be $50. This penalty 

may be abated by the department upon a showing of good cause 

by the employer. The penalty may be collected in the same 

manner as are other tax debts.• 

SECTION 8. SECTION 39-71-406, MCA, IS AMENDED TO READ: 

"39-71-406. Deduction frca wages of any part of preaiua 

a ■isdeaeanor. It is unlawful for the employer to deduct or 

obtain any part of any premium required to be paid by this 

chapter froa the wages or earnings of hie the eaeloxer•s 

workers, and the aaking or attempt to make any such 

deduction is a aisdemeanor. The workers• coml!!!.nsation old 
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fund liability tax under 39-71-2503 is not a premium for the 

~se of this section." 

SECTION 9. SECTION 39-71-2354, MCA, IS AMENDED TO READ: 

"39-71-2354. Use of payre¼¼ old fund liability tax 

proceeds loans bonds. (1) Taxes collected under 

39-71-2503 may be used only to administer and pay claims for 

injuries resulting from accidents that occurred before July 

1, 1990, including the cost of repaying bonds issued and 

loan proceeds given under 39-71-2355 and this section. If 

the state fund determines that, for the next 1 or more years 

following the date of the-determination, the tax revenue, 

together with funds in the account required by 39-71-2321 

for claims for injuries resulting from accidents that 

occurred before July 1, 1990, will be insufficient to 

administer and pay those claims, the state fund may, through 

its board of directors, request the budget director to 

certify to the board of investments that additional funding 

is necessary. If the budget director agrees with the state 

fund's board of directors that additional funding is 

necessary, the budget director shall certify to the board of 

investments the amount that the budget director determines 

22 is necessary to administer and pay claims for injuries 

23 resulting from accidents that occurred before July l, 1990. 

24 Except as provided in subsection (2), the board of 

25 inveatmenta shall, at times and in amounts it considers 
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necessary or advisable, finance the amount certified by the 

budget director by giving the state fund the proceeds of a 

loan or a bond issue to administer and pay claims for 

injuries resulting from accidents that occurred before July 

1, 1990. Loans must be from reserves accumulated from 

premiums paid to the state fund based upon wages payable on 

or after July 1, 1990. The board of investments shall choose 

the method of financing that is most cost-effective for the 

state fund. A loan must bear interest at the rate that the 

board of investments determines the money would earn ¼n-tfte 

poe¼ed-inweat■ent-f~nd-req~ired-by-¼7-6-iB3 if invested on 

behalf of the state fund. The board of investments may also, 

upon request of the board of directors of the state fund, 

give the state fund the proceeds of a bond issue, to be used 

to pay off loans made under 39-71-2355 and this section. 

Bands for the state fund must be workers' compensation bonds 

issued under 39-71-2355. 

(2) The total amount of loan proceeds given to the 

state fund plus workers' compensation bonds issued under 

39-71-2355, except bonds issued to repay loans as provided 

for in subsection (1), may not exceed $220 million. All loan 

and bond proceeds given to the state fund must be repaid to 

the board of investments before July 1, 2020." 

NEW SECTION. Section 10. Severability. If a part of 

(this act) is invalid, all valid parts that are severable 
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from the invalid part remain in effect. If a part of [this 

act] is invalid in one or more of its applications. the part 

remains in effect in all valid applications that are 

severable from the invalid applications. 

liBW-sBe!l't8lh--SEe·ne~18;--·APPllf)PiH-M'I-E>N&.--(-i±-flfSR&---¥.l­

APPR8PRtA!l'BB--$6S7888-PR8M-!l'HB-W0RKl!RSL-e8MPBNSA!l't8li-PAYll8hh 

!l'AK-AeeeeN!l'-'1'8-!l'HB-S!l'A!!'B-AHBt'1'8R-P8R-PtSE!Ah-¥BAR-¼993T 

tit--!l'Hl!RB-tS-APPR8PRtA!l'BB--$•TT¼98--PR8M--!l'HB--W0RRHRSL 

eeMPBliSA!l't81i--PA¥116hb--!l'All--Aeeetlli!l'--'l'8--!l'HB--BHPAR!l'KBli!l'--8P 

RBYBNHB-P8R-PtSeAb-¥BAR-¼993T 

NEW SECTION. SECTION 11. APPROPRIATIONS. (l) THERE IS 

APPROPRIATED $65,000 FROM THE WORKERS' COMPENSATION TAX 

ACCOUNT TO THE STATE AUDITOR FOR FISCAL YEAR 1993 FOR THE 

PURPOSE OF MAKING MODIFICATIONS TO THE STATE PAYROLL SYSTEM 

FOR AN EMPLOYEE OLD FUND LIABILITY TAX. THE UNEXPENDED 

BALANCE OF THIS APPROPRIATION IS REAPPROPRIATED FOR THE SAHE 

PURPOSE TO THE DEPARTMENT OF ADMINISTRATION FOR FISCAL YEAR 

1994. 

{2) THERE IS APPROPRIATED $47,190 FROM THE WORKERS' 

COMPENSATION TAX ACCOUNT TO THE DEPARTMENT OF REVENUE FOR 

FISCAL YEAR 1993 FOR THE PURPOSE OF IMPLEMENTING AN EMPLOYEE 

OLD FUND LIABILITY TAX. 

{3J THERE IS APPROPRIATED $170,000 IN FISCAL YEAR 1994 

AND $120,000 IN FISCAL YEAR 1995 FROM THE WORKERS' 

COMPENSATION TAX ACCOUNT TO THE DEPARTMENT OF REVENUE FOR 
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THE PURPOSE OF ADMINISTERING AN EMPLOYEE OLD FUND LIABILITY 

TAX, 

NEW SECTION. SECTION 12. CODIFICATION INSTRUCTION. 

[SECTION z ~ SJ IS INTENDED TO BE CODIFIED AS AN INTEGRAL 

PART OF TITLE 39, CHAPTER 71, AND THE PROVISIONS OF TITLE 

39, CHAPTER 71, APPLY TO [SECTION z ~ ~ 
NEW SECTION. Section 13. Applicability.-"The-emp"loyee~ s 

wage-tax ANB-~HB ~HB-fNeRBASB-fN-~HB--l!MP!,8YBR--PA¥R0bb THE 

EMPLOYERS' AND THE EMPLOYEES' PORTIONS OF THE OLD FUND 

LIABILITY TAX imposed by [aeet¼en-4 SECTIONS 4-ANB-5 ~-ANB-3 

4 AND 5) eemmenees-wi~h-~he-ea¼endar--qttar~er--eftd¼ng--Mareh 

3¼7-¼993 eeMMl!NeB eeMMBNeBS COMMENCE ON JULY 1, 1993, 

NEW SECTION. SECTION 14. RETROACTIVE APPLICABILITY, 

THE WORKERS' COMPENSATION OLD FUND LIABILITY TAX IMPOSED ON 

SOLE PROPRIETORS 1 SUBCHAPTER S. CORPORATION SHAREHOLDERS, 

PARTNERS OF PARTNERSHIPS, AND MEMBERS AND MANAGERS OF 

LIMITED LIABILITY COMPANIES APPLIES RETROACTIVELY 1 WITHIN 

THE MEANING OF 1-2-109, TO TAX YEARS BEGINNING_ AFTER 

DECEMBER 31, 1992. 

NEW SECTION. SECTION 15. NAME CHANGE -- DIRECTIONS TO 

CODE COMMISSIONER. WHEREVER THE PHRASE "PAYROLL TAX" APPEARS 

IN TITLE 39 1 CHAPTER 71 1 OR IN LEGISLATION ENACTED BY THE 

1993 LEGISLATURE THAT IS INTENDED TO BE CODIFIED IN TITLE 

39, CHAPTER 71 1 THE CODE COIUIISSIONER IS DIRECTED TO CHANGE 

THE PHRASE TO "OLD FUND LIABILITY TAX". 
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NEW SECTION. Section 16. Effective date. [This act] is 

effective on passage and approval. 

-End-

-28- HB 504 




