HOUSE BILL NO. 504
INTRODUCED BY BENEDICT
BY REQUEST OF THE JOINT SELECT
COMMITTEE ON WORKERS' COMPENSATION
IN THE HOUSE

FEBRUARY 5, 1993 INTRODUCED AND REFERRED TO SELECT
COMMITTEE ON WORKERS' COMPENSATION.

FIRST READING.

MARCH 13, 1993 COMMITTEE RECOMMEND BILL
DO PASS AS AMENDED. REPORT ADOPTED.

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

MARCH 20, 1993 COMMITTEE RECOMMEND BILL

DO PASS AS AMENDED. REPORT ADOPTED.
MARCH 22, 1993 PRINTING REPORT.
MARCH 25, 1993 SECOND READING, DO PASS.

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

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

TRANSMITTED TO SENATE.
MARCH 26, 1993 ENGROSSING REPORT.
IN THE SENATE:

MARCH 26, 1993 INTRODUCED AND REFERRED TO SELECT
COMMITTEE ON WORKERS' COMPENSATION.

FIRST READING.

APRIL 12, 1993 COMMITTEE RECOMMEND BILL BE
CONCURRED IN AS AMENDED. REPORT
ADOPTED.

APRIL 13, 1993 SECOND READING, CONCURRED IN AS
AMENDED.

APRIL 14, 1993 THIRD READING, CONCURRED IN.
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AYES, 28; NOES, 21.

RETURNED TO HOUSE WITH AMENDMENTS.

THE HOUSE

SECOND READING, AMENDMENTS NOT
CONCURRED IN.

ON MOTION, CONFERENCE COMMITTEE
REQUESTED AND APPOINTED.
THE SENATE

ON MOTION, CONFERENCE COMMITTEE
REQUESTED AND APPOINTED.
THE HOUSE

ON MOTION, CONFERENCE COMMITTEE
DISSOLVED.

ON MOTION, FREE CONFERENCE COMMITTEE
REQUESTED AND APPOINTED.
THE SENATE

ON MOTION, CONFERENCE COMMITTEE
DISSOLVED.

ON MOTION, FREE CONFERENCE COMMITTEE
REQUESTED AND APPOINTED.
THE HOUSE

SECOND READING, FREE CONFERENCE
COMMITTEE REPORT ADOPTED.

THIRD READING, FREE CONFERENCE
COMMITTEE REPORT ADOPTED.

THE SENATE

FREE CONFERENCE

COMMITTEE REPORT ADOPTED.

THE HOUSE

SENT TO ENROLLING.

REPORTED CORRECTLY ENROLLED.
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_uam p1LL 0. _SPY
INTRODUCED BY 8 SN T
BY REQUEST OF THE JOINT SELECT

COMMITTEE ON WORKERS' COMPENSATION

A BILL FOR AN ACT ENTITLED: "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;
AMENDING SECTIONS 39-71-2351, 39-71-2501, 39-71-2502,
39-71-2503, AND 39-71-2564, 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 geparation 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

Lo the public welfare to make workers' compensation
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insurance available to all employers through the state fund
as the insurer of last resort. In making this inaurance
available, the sgtate 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 liabilify 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 loana 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

- N ’
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fund should be increased.”
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Section 2. Section 39-71-2501, MCA, is amended to read:

"39-71-2501. Definitions. As used in thia part, the
following definitions apply:

{1} “Department" means the department of revenue
provided far in 2-15-1301.

{2) “Employee” has the meaning as defined in 39-71-118.

t2¥({3) "Employer™ has the meaning set forth in
39-71-117.

+33{4) “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.

t43(5) "State fund" means the state compensation mutual
insurance fund.

+5¥(6) "Tax"” means the workers' compensation payroll
and wage tax provided for in 39-71-2503.

+6%(7) “Tax account means the workers' compensation
tax account created by 39-71-2504.

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

Section 3. Section 39-71-2502, NCA, 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

i, 1990, and it may increase. While legislative action is
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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 ita 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-seuree other sources of funding Ffor
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 1liability should not be borne sclely 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 coverages, nor should this unfunded 1liability

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

employees who have employments covered by the workers'
compensation lawe should share in the cost of the unfunded

liability.

—g-
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(3) The purpose of this part is to provide a
supplemental seuree sources of financing for the unfunded
liability."

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

"39-71-2503. Workers®' coapensation payroll tax and wage
tax. (1} {a) There is imposed on each employer a workers'
compensation payroll tax in an amount equal to 6-28% 1% 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 @-20% 1% of the employer's payroll in the preceding
week.

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

compensation wage tax 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 proprietcr shall pay only the employer's payroll

tax on_the proprietor's own employment. Phis-payreli-tax

{c) These taxes must be wused to reduce the unfunded

liabjlity in the stacte 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-continued-at-the-6:284-rate—and the legislature may not
nodify--the-—-tax--ratey-the-use-of-the-tax-proceeday-or-this

aection-in-a-manner—that-reduces reduce the security for

-5_
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repayment of the outstanding locans or bonds, except that the
legislature may forgive payment of the a 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 cutstanding loans or
bonds. ®Phe-iegisiature-may-nob-increase-the-tax-rate-except
upon-a—-two-thirda-vote-of-each-houses

tb¥(d) Each employer shall wmaintain 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 taxes are-appropriated
to-and must be deposited as received in the tax account., The
can—4s 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

-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

from an employee's wages the wage tax provided for in

subsection (1)(b) and pay it to the department.

{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 (1){a) and

shall remit withholdings for employees' wage taxes at the

same time.

{c) A--tax--payment Tax payments required by subsection
subsections {l){a) and {(1)(b) must be made with the return
filed pursuant to 15-30-204. The department shall firat
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 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 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

-7-
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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 s&on after that date as
possible, give the department a list of all employers having
coverage under any plan administered or requlated 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
overpayment, statute of limitations, penalties, and

department rulemaking authority apply to the tax taxes, teo
employers, employees, and to the department."
Section 5. Ssection 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

—-f8—
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consists of a tax account and a workers' compensation bond
repayment account.

{2) All collections of the ¢tax taxes imposed under

39-71-2503, 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 sueh 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 wunder 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 wused to reduce the
unfunded liability in the atate fund incurred for claims for
injuries reguiting from accidents that cccurred before July

1, 19%0."

NEW SECTION. Section 6. Severability. If a part of
[this act] is invalid, all valid parts that are geverable

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

-9
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act] 1is invalid in one or more of its applications, the art
remains in effect in all wvalid applications that are

severable from the invalid applications.

NEW SECTION. Section 7. Applicability. The employee's
wage Ltax imposed by [section 4) commences with the calendar
quarter ending March 31, 19%3.

NEW SECTION. Section 8. Effective date. [This act] is
effective on passage and approval.

-End-

-10-



STATE OF MONTANA - FISCAL NOTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for HB0S04, as introduced.

D

IPTION OF PROPOSED ISLATION:

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 immediate effective date and an
applicability date.

ASSUMPTIONS :
Department 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) .

Bmployers 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.
Projections for the FY93-FY95 taxable payroll are based on the 1975-1991 linear trend in payroll covered by unemployment
ingurance. The implicit annual growth rate is approximately 3.5% per year.

Sole proprietors electing workers’ compensation coverage for FY94 and FY95 are assumed to be taxed as employers. The
regulting difference between the employer and employee payroll base is considered immaterial. Therefore, the tax
collections for the combined employer/employee tax are asgsumed to be twice the projected FY%4 and FY95 employer payroll
tax, assuming a tax rate of 1.0 percent.

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).

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

The proposed tax is effective on payrcll/wages for the January-March 1993 time period. Implementation of withholding
procedures would not take place until the first guarter of FY94 at the earliest. Same 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.

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 deocument 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 .

{cont inued)

173 2-13-73

DAVID LEWIS, BUDGET DIRECTOR DATE STEVE BENEDICT, PRIMARY SPONSOR DATE
Office of Budget and Program Planning

Fiscal Note for HB0504, as introduced.

HBSoY




Fiscal Note Request, HB0S04, as introduced
Form BD-15 page 2
(continued)

ASSUMPTIONS: (continued)
State Auditor:

1. The state payroll system would be modified to accommodate the 1 percent employee wage tax. The Information Systems
Division of the Department of Administration would develcp the system changes. ISD estimates that 1,148 hours will be
required to upgrade the system at an estimated cost of 3565, 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 (0.72%) is reflected as a fiscal impact. The payroll tax applicable to
employees is not reflected as a fiscal impact tc the ptate.

FISCAL IMPACT:

Department of Revenue:
Expenditures:

FY93 start-up costs are estimated to be 0.35 FTE and $142,170, funded from the workers’ compensation payroll tax account.

Data Procegsing Divigion FY '94 FY '95
Expenditures: Iyen w Propoged Law Difference Current Law Proposed Law bifference
FTE _ . 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
Equipment 13,578 13,578 0 12,691 12,691 0
Total $ 1,675,922 $1,692,025 $16,103 $ 1,676,103 $1,692,206 $16,103
ing:
General Fund $ 1,046,610 $1.046,610 50 $ 1,046,902 $1,046,902 30
State Special 85,313 101,416 16,103 86,505 102,608 16,103
Liguor Enterprise 543,999 543,999 0 542,696 542,696 1]
Total $ 1,675,922 $1,692,026 $16,103 $ 1,676,103 51,692,206 $16,103
(continued)
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Fiscal NHote Request, HB0S04, as intr

Form BD-15 page 3
{cont inued)

FISCAL IMPA

Income Tax Divigion

Expenditureg:
FTE

Pergonal Services
Operating Expenses
Equipment
Total
Funding:
General Fund
State Special
Total

Revenues:

WC Payroll Tax (02)

Het Impact:

WC Payroll Tax Account {(02)

State Auditor:

FY ‘94
Current Law Propogsed Law Difference
123.45 125.45 2.00
$ 3,296,520 $3,348,363 $51,843
1,424,031 1,441,795 17,764
72,561 72.561 _0
$ 4,793,112 $4,862,719 $69,607
$ 4,298,112 $4,298,112 $0
495,000 564,607 69,607
$ 4,793,122 $4,862,719 $69,607
FY '94
Current Law Propoged Law Difference
$15,019,000 $107,275,000 592,256,000

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

Statewide Costs:

General Fund Payroll
Non-General Fund Payroll

Total

(continued)

$92,170,290
FY 93

Curyent Law Propoged Law Difference

. 265,000 606,000 341, 000

155,000 1,726,000 —271,000

1,020,000 2,332,000 1,312,000

FY ‘95
Current Law Propoged Law Difference
123 .45 125.45 2.00
$ 3,305,267 $3,357,110 $51, 843
1,390,128 1,407,892 17,764
2,971 52,971 0
$ 4,748,366 54,817,973 $69,607
$ 4,238,366 $4,238, 366 50
510,000 579,607 69,607
$ 4,748,366 $4,817,973 569,607
FY ’'95
Current Law Proposed Law Difference

$15,535, 000

$110,965, 000

$95,430,000

$95,344,290

HB S0y



Fiscal Note Reguest, HB(0S04, ags introduced
Form BD-15 page 4
(continued)}

FISCAL IMPACT:

FY ‘94 FY '95
I w Propoged Law Difference Current Law Propoged Law Difference
General Fund Payroll 294,000 - 1,049,000 755, 000 296,000 1,057,000 761,000
Non-General Fund Payroll 836,000 £.986,000 2,150,000 843,000 3,010,000 4.167,.000
Total 1,130,000 4,035,000 2,905,000 1,139,000 4,067,000 2,928,000
REVERUES QR DITURES ;

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 nonfarm
wage and salaries would increase payroll tax collectiong by similar proportions.

TECHNICAL NOTES:

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 unclear whether employers would be held

liable for these amounts.

HB oy



STATE OF MONTANA - FISCAIL NOTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for HB0504, secend reading.

DESCRIPTICN OF PROPQSED 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 o0ld fund unfunded liability, providing appropriations, and providing an

immediate effective date and an applicability date.

ASSUMPTIONS :
Departmaent of Revenue:

Fiscal Year employer payroll tax collect;ons at a 0.28 percent tax rate were $12,759,456 and $14,067,435, respectively

1.

2.

for FY 1991 and FY 1992 (SBAS).

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.

Projections for the FY33-FY%5 taxable payroll are based on the 1975-1991 linear trend in payroll covered by unemploymentc

ingurance. The implicit annual growth rate is approximately 3.5% per year.

Scle proprietors electing workers’ compensation coverage for FY 1994 and 1995 are assumed to be taxed as employers.
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 1594 and 1995 employer
payroll tax.

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 ("Workexs’ Compensation Payroll Tax Report", (November 1992), Office of Budget and Program
Planning and Department of Revenue).

The

Revenue estimates reflected below represent revenues accrued in each fiscal year, rather than actual collections which

would lag accruals by one guarter. The payroll tax base for a given fiscal year is the payrecll earned in that same
fiscal year.

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.

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 FY23 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)
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DAVID LEWIS, BUDGET DIRECTOR DATE STEVE BENEDICT, PRIMARY SPONSOR DATE
Office of Budget and Program Planning

Fiscal Note for HBQS504, second reading.
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Fiscal Note Request, HB0OH04, second reading
Form BD-15 page 2
{(continued)

ASSUMPTICONS: {(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. ISD 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 scon as possible after the bill is signed. Estimated coste are
applicable to FY93.

Statewide:

1. Total state payroll as projected/recommended in the executive budget is $364.4 million in FY93, $402.5 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 payrcll 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 payrcll tax account.

Data Processing Division FY '54 FY *95
Expenditures; Current Law Proposed Law Difference Current Law Proposged Law Difference
FTE 49 .60 50.35 0.75 49 .60 50.35 0.75
Persgsonal 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 (8]
Total $ 1,675,922 $1,689,288 $13,366 $ 1,676,103 $1,€92,206 $16,1403
Funding:
General Fund $ 1,046,610 $1.046,610 S0 $ 1,046,902 $1,046,902 $0
State Special 85,313 101,416 13,366 86,505 102,608 16,103
Liquor Enterprise 543,999 543,999 0 542,696 542,696 0
Total $ 1,675,922 $1,689,288 $13,366 $ 1,676,103 $1,692,206 $16,103
{(continued)
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Fiscal Nete Request,
Form BD-15 page 3
{continued)

FISCAL IMPACT:

Income Tax Divisicn

Expenditures:
FTE

Perscnal Services
Operating Expenses
Equipment
Total
Funding:
General Fund
State Special
Total

Revenuesg:

WC Payroll Tax (02)

Net Impact:

HBO504 ,

second reading

WC Payroll Tax Account (02)

State Auditor:

FY 94
Current Law Proposed Law Difference
123.45 125.4°5 2.00
$ 3,296,520 $3,348,363 $51,843
1,424,031 1,455,377 31,346
72,561 83,171 10,610
$ 4,793,112 $4,862,719 $93,799
$ 4,298,112 $4,298,112 $0
495,000 588,799 93,7399
$ 4,793,112 $4,862,719 $93, 799
FY 94
Current Law Proposed Law Difference

$15,019,000

$ 53,638,000

$38,619,000

$38,511,835

FY 'S5
Current Law Proposed Law Difference
123.45 125.45 2.00
S 3,305,267 $3,357,110 $51, 843
1,390,128 1,406,110 15,982
52,971 52,971 Q
$ 4,748,366 $4,816,191 $67,825
$ 4,238,366 $4,238,366 $0
513,000 577,825 67,825
$ 4,748,366 $4,816,191 $67,825
FY ‘385
Current Law Propoged Law Difference

$15,535,000

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

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

General Fund Payroll

Non-General Fund Payroll

Total

{continued)

FY '94

Current Law
294,000

836,000

1,130,000

Propoged Law

525,000

1,493,000
2,017,000

Difference
231,000
657,000
g8g, 000

$ 55,483,000

$39,948,000

$39,864,072

FY ’'g5
Current Law Proposed Law Difference
296,000 529,000 233,000
843,000 1,505,000 662,000
1,139,000 2,034,000 895,000

H13 sy



Fiscal Note Request, HBOS504, second reading
Form BD-15 page 4
(continued)

EFFECT ON COUNTY OR OTHER LOCAIL, 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 payrcll 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 nonfar
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 FY¥93, 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
yvears. 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.

HB SOy
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APPROVED BY THE SELECT COMMITTEE
ON WORKER'S COMPENSATION

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 P6-—%——-PEREEN? AND IMPOSING A--3--PERCEN® AN
EMPLOYEE WAGE TAX; DIRECTING THAT THE TAX PROCEEDS BE USED
TQ 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 33-71-2504, 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 sclved.

(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 fundéd bhas incurred the unfunded
liability. The legislature has determined that the most
cost-effective and efficient way to provide a source of
funding for and toc 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 Erom accidents that occurred before July
1, 1990.

(3) The legislature further determines that in order to
prevent the creation of a new unfunded 1liability 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 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" has the meaning as defined in 39-71-118.

12713) "Employer"” has the meaning set forth in
39-71-117.

+3%(4) “"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.

++¥(5) "State fund" means the state compensation mutual
insurance fund.

+53(6} "Tax* means the workers' compensation payroll
and wage tax provided for in 39-71-2503.

+6%(7) "Tax account™ means the workers' compensation
tax account created by 39-71-2504.

{8) “"Wagea" has the meaning as defined in 39-71-123."

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

*39-71-2502. Pindings 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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1, 1%90, 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-smsuree 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 deseribed 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 coverages, 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 ig to provide a
supplemental seurce 3s0urces 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 egual to &-28% 1%

0.28%, PLUS THE ADDITIONAL AMOUNT OF PAYROLL TAX PROVIDED IN

[SECTION 5], of the employer's payroll in the preceding
calendar guarter 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 0<28% gﬁ 0.28%,

PLUS THE ADDITIONAL AMOUNT OF PAYROLL TAX PROVIDED 1IN

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

week.

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

compensation wage tax in an amount equal to 1% of the

employee's wages in the preceding calendar guarter for all

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

tax, a sole proprietor sha}i-pay-on%y-the—empioyer*S*payroii

tax—on-the—pteprieter*s—own-employment: Phis-payreti-tax OR

A WORKING PARTNER OF A PARTNERSHIP WHO ELECTS COVERAGE UNDER

19-71-401 SHALL PAY ONLY THE EMPLOYER'S PORTION OF THE

PAYROLL TAX ON THE SOLE PROPRIETOR'S OR WORKING PARTNER'S

-5- HB 504
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OWN EMPLOYMENT. A CORPORATE OFFICER WHO IS ALSQ AN EMPLOYEE

OF THE CORPORATION AND IS ENGAGED IN A COVERED EMPLOYMENT,

AS PROQVIDED 1IN 39-71-401, SHALL PAY ONLY THE EMPLOYER'S

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

EMPLOYMENT. ALL OTHER EMPLOYEES OF A CORPORATIQON, SCLE

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 ocutstanding, the-tax-must

be-continued-ae-the-8r284-rarte-and the legislature may not

modify—-the——tan——rater—the-unae-of-the-tax-proceedar;-or-this

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

repayment of the ocutstanding loans or bonds, except that the

legislature may forgive payment of the a 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. Fhe-iegisiature-may-not-increase-the-tax-rate—except

upen-a-two-thirds-vote-of-each-houser

-6- HB 504
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t8¥{d) Each employer shall maintain the recotds 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 EMPLOYEE DOES NOT HAVE ANY RIGHT QOF 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 TQ 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

TQ THE STATE THE WAGE TAX REQUIRED BY THIS SECTION.

{2) All collections of the tax taxes are-appropriated
to-and must be deposited as received in the tax account. The
tax-3s taxes are in addition tc 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
reguired 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 gquarter and in addition shall withhoiéd
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from-an-empioyeets——wages--the--wage-—tax—-provided--for--3n

subsection-~{iytb¥--and--pay--tt--to-—the--department REMIT

WITHEOLDING FOR EMPLOYEES' WAGE 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 subsecticon (1)(a) and

shall remit withholdings for employees' wage taxes at the

same time,

(¢) A-—tax--payment Tax payments required by subseectien

- subsections (l)(a) and (1)(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 wiiifuiiy fails to pay an amount
is liable to the state for the unpéid 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,

-8- HB 504
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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
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, deficlency assessments, credits for
overpayment, statute of limitations, penalties, and
department rulemaking 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 QOCCURRED BEFDRE JULY

1, 1990, NOT COVERED BY ANY OTHER FUNDING SQURCE, BY

—9- HB 504
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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 CLATMS 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 PRICR TO TEE START OF THE

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

THE BUDGET DIRECTOR THE SCHEDULE OF PROJECTED LIABILITY

PAYMENTS AND CASH NEEDS ON WHICH THE AMOUNT TO BE BORROWED

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

TOTAL PRCOJECTED LIABILITY PAYMENTS, LOANS AND BOND DEBT

PAYMENTS, REVENUE FROM THE EMPLOYER PAYROLL TAX AND EMPLOYEE

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

YEAREND CASH, AND THE PROJECTED FISCAL YEAREND CASH FOR THE
YEAR 2003.

1B) (I) THERE IS IMPOSED ON EACH EMPLOYER A WORKERS'

COMPENSATION PAYROLL TAX AND ON EACH EMPLOYEE A WORKERS'

~10- EB 504
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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 AMQUNT EQUAL TO 0.5%

OF THE EMPLOYEE'S WAGES IN THE PRECEDING CALENDAR QUARTER

FOR ALL EMPLOYMENTS COVERED BY 39-71-401,

{IT) THE RATE QF THE EMPLOYER PAYROLL TAX DETERMINED BY

THIS SECTION INCLUDES THE 0.28% EMPLOYER PAYROLL TAX

PROVIDED FOR IN 35-71-2503.

(IiI) 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) TEBE EMPLOYER PAYROLL TAX AND THE EMPLOYEE WAGE TAX

DESCRIBED IN THIS SECTION MUST BE COLLECTED AND DEPQSITED 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, THE TAX RATE ON THE EMPLOYER AND

EMPLOYEE MUST EE INCREASED BY 0.05% FOR THE FOLLOWING FISCAL

YEAR OVER THE CURRENT TAX RATE. IF 1IN 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 1

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

Section B. 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 ¢tax taxes imposed under

39-71-2503, 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  suenh money deposited in the workers'
compensation tax account must be credited to the warkers'
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
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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, 1S AMENDED TO READ:

")15-30-207. Annual statement by employer. (1) Every
employer shall, on or before February 2B 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,
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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 ccllected 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 @educt or
obtain any part of any premium regquired to be paid by this
chapter from the wages or earnings of his workers, and the
making or attempt to make any such cdeduction is a

misdemeancr. 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] 1is 1invalid, all valid parts that are severable
from the invalid part remain in effect. If a part of [this
act]! 1is invalid in one or more of its applications, the art
remains in effect in all wvalid applications that are

severable from the invalid applications.

NEW SECTION. SECTION 10. AprROPRIATIONS. (1) THERE 1§

APPROPRIATED 565,000 FROM THE WORKERS' COMPENSATION PAYROLL

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

COMPENSATION PAYROLL TAX ACCOUNT TO THE DEPARTMENT OF

REVENUE FOR FISCAL YEAR 19693.

NEW sECcTiON, SECTION 11. CODIFICATION

INSTRUCTION.

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

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

CHAPTER 71, APPLY TO [SECTIQN 5].

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

wage tax AND THE INCREASE IN THE EMPLOYER PAYROLL TAX

imposed by [seetion—4 SECTIONS 4 AND 5] commences--—-with--the

catendar--guarter-—-ending-Mareh-317-3993 COMMENCE ON JULY 1,

1993.

NEW SECTION, Section 13. Effective date.
effective on passage and approval.

-End-

_15_

[This act]) is

HB 504
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RE-REFERRED AND HB 0504/02
APPROVED BY COMMITTEE
ON LABOR & EMPLOYMENT
RELATIONS
AS AMENDED

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 ¥©--1--PEREBENF AND IMPOSING A--1--PEREENF? 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, 35-71-2502, 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 wunfunded
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. 1In 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 1ljability 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 39-71-2356 and then to the
repayment of loans given under 39-71-2354 and 3%-71-2355 and
the direct payment of the costs of administering and paying
claims for injuries from accidents that occurred befare July
1, 1590.

(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- HE 504
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fund should be increased."

Section 2. Ssection 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" has the meaning as defined in 39-71-118.

+2¥{3) . "Employer" has the meaning set forth in
39-71-117.

+3¥(4) "Payroll” means the payroll of an employer for
each of the calendar gquarters ending March 31, June 30,
September 30, and December 31, for all employments covered
under 39-71-401.

t43(5) "State fund” means the state compensation mutual
insurance fund.

+5¥(6) "Tax" means the workers' compensation payroll
and wage tax provided for in 39-71-2503.

t6¥{7) "Tax account" means the workers' compensation
tax account created by 39-71-2504.

{8) "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
liabjlities and actuarial analysis, an unfunded liability
presently exigts in the state fund with regard to claims for

injuries resulting from accidents that occurcred 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-souree 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 toc 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 1liability 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 coverages, 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

—-4- HB 504
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liability.

{3) The purpose of this part |is to provide a
supplemental souree sources of financing for the unfunded
liability."

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

"39-71-2503. Workers' compensation pajtoll tax and wage
tax. (1) (a) There is imposed on each employer a workers'
compensation payroll tax in an amount equal to 6-728% 1%

0.28%, PLUS THE ADDITIONAL AMQUNT OF PAYROLL TAX PROVIDED 1IN

[SECTION 5}, of the employer's payrcll in the preceding
calendar guarter for all employments covered under
39-71-401, except that if an employer 1is subiect to
15-30-204(2), the tax is an amount egual to 8:-28% 3% 0.28%,

PLUS THE ADDITIONAL AMOUNT OF PAYROLL TAX PROVIDED 1IN

[SECTION 5 of the employer's payroll in the preceding
week .

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

compensation wage tax in-—-an--amount-—equal-—to--i4--of, AS

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

preceding calendar quarter for all emplcyments covered under

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

shatri---pay-—-onty---the---empioyeris--payroti--tax—--en—-—the

proprietaris-own-empioyments Fhis-payreii-eax 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 ALSC 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
SECTION.

IN THIS

{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 Cutstanding, the-tax-muse

be-conbinued—at—ehe—afiei-rate—and the legislature may not

modify-—the——bax-—fate7—the-use—ef—the—tax—pro:eedsf-or-this

sectioen-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 4 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, tegardless 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 reriod on the cutstanding loans or

bonds. The—}eqis}atufe-may—net—increase—the-tax—rate—except

~6- HB 504
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upon-a-ewe-thirds-vete-of-each-houses
tby(d) 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 1its 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, WHER THE EMPLOYER

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

TO THE STATE THE WAGE TAX REQUIRED BY THIS SECTION.

(2} All collections of the tax taxes are-apprepriated
to-and must be deposited as received in the tax account. The
tax-+s 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 1last 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 shall withheid

£rom-an-employeels--wages—-the--wage-~tax-—provided--for--in

subsection--tiy¢tb}-—and--pay--it--to--the-—-deparement REMIT

WITHHOLDING FOR EMPLOYEES' WAGE 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 (1)(a) and

shail remit withholdings for employees' wage taxes at the

same time.

{c] A-—tax--payment Tax payments required by subsection
subsectionsg (1)(a) and (1)(b) must be made with the return
filed pursuant to 15-30~204. The department shall firat
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 wilifaiiy 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

8= HB 504
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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 1labor and industry and the state fund shall update the
lists weekly. The department of labor and industry and the
gtate fund shall provide the department with access to their
computer data bases and paper files and records for the
purpose o©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
overpayment, 8tatute of limitations, penalties, and
department rulemaking authority apply to the tax taxes, to

employers, employees, and to the department.”

new secTioN. SECTWON 5. PAYMENT OF UNFUNDED LIABILITY

FOR INJURIES RESULTING FROM ACCIDENTS OCCURRING BEFQRE 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 JOLY

-9- HB 504

= W N

wn

©w N O

11
12
13
14
15
16
17
i8
i9
20
21
22
23
24

25

HB 0504/03

1, 1990, NOT COVERED BY ANY OTHER FURDING 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 TQO 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

PISCAL 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 TQ -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 TC

TOTAL PROJECTED LTIABILITY PAYMENTS, LOANS AND BOND DEBT

PAYMENTS, REVENUE FROM THE EMPLOYER PAYROLL TAX AND EMPLOYEE

WAGE TAX PROVIDED FOR IN 35-71-2503, PROJECTED FISCAL

YEAREND CASH, AND THE PROJECTED FISCAL YEAREND CASH FOR THE

=10- HB 504
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YEAR 20403.

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

COMPENSATION PAYROLL TAX AND ON EACH EMPLOYEE A WORKERS'

COMEENSATION 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%

CF_THE EMPLOYEE'S WAGES IN THE PRECEDING CALENDAR QUARTER

FOR ALL EMPLOYMENTS COVERED BY 35-71-401.

(I1) THE RATE OF THE EMPLOYER PAYROLL TAX DETERMINED BY

THIS SECTION INCLUDES THE 0.28% EMPLOYER PAYROLL TAX

PROVIDED FOR IN 39-71-2503.

(1IT) (A) THE EMPLCYER 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.

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

PAY QUTSTANDING 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) IF IR ANY JANUARRY THE PROJECTED AMOUNT TO BE

BORROWED BY THE STATE FUND EXCEEDS $50 MILLION FOR THE

-11- HB 504
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FOLLOWING FISCAL YEAR, THE TAX RATE ON THE EMPLOYER AND

EMPLOYEE MOST 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.

(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 1

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

Section 6. 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
congists of a tax account and a workers' compensation bond
repayment account.

{2) All collections of the ¢ax taxes imposed under

39-71-2503, 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 sawch money deposited in the workers'
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compensation tax account must be credited to the workers'
compensation bond repayment account to the extent necessary
tc pay the principal of and redemption premium and interest
due on workers' compensation bonds issued wunder 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.*"

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 aummarizing such information as
the department regquires, 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 39-71-25013.

-13- HB 504
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(2) The annual statement filed by an employer with
respect to the wage- payments reported congtitutes 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 39-71-408, MCA, IS AMENDED TO READ:

"39-71-406. Deduction from wages of any part of premium
2 misdemeanor. It is unlawful for the employer to deduct or
cbtain any part of any premium required to be paid by this
chapter from the wages or earnings of his workers, and tﬁe
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
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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 art
remains in effect in all wvalid applications that are

severable from the invalid applications.

NEW SECTION. SECTION 10. APPROPRIATIONS. (1) THERE 1S

APPROPRIATED $6%,000 FROM THE WORKERS' COMPENSATION PAYROLL

TAX ACCOUNT TO THE STATE AUDITOR FOR FISCAL YEAR 1993.

(2) THERE IS APPROPRIATED $47,190 FROM THE WORKERS'

COMPENSATION PAYROLL TAX ACCOUNT TO THE DEPARTMENT OF

REVENUE FOR FISCAL YEAR 1993.

NEW SECTION. SECTION 11. CODIFICATION INSTRUCTION.

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

OF TITLE 39, CBAPTER 71, AND THE PROVISIONS OF TITLE 39,

CHAPTER 71, APPLY TO [SECTION 5].

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

wage tax AND THE INCREASE IN THE EMPLOYER PAYROLL TAX

imposed by [section-4 SECTIONS 4 AND 5) commences-with-the

catendar-quarter-ending-March-317y-3993 COMMENCE ON JULY 1,

1993,

NEW SECTION. Section 13. Effective date. [This act] is
effective on passage and approval.

-End-

-15- : HB 504
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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 TO——1-—-PBREHANY AND IMPOSING A--}~-PEREENF¥ 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 1T ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section 1. Section 39-7:-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

‘f}gégputoﬂnnwiammm

O @ NN A W N

-
<

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

HB 0504/03

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 1liability 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 iaclude 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 lcans given under 39-71-2354 and 39-71-2355 and
the direct payment of the costs of administering and paying
claima 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, 1996, 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 amended to read;

*39-71-2501. Definitions. As used in this part, the
following definitions apply:

(1) "Deparfnent“ means the department of revenue
provided for in 2-15-1301.

{2) “Employee” has the meaning as defined in 39-71-118.

t23{3) . "Ewmployer" has the @meaning set forth in
39-71-117.

t33{4) "Payrcll”™ means the payroll of an employer Eor
each of the calendar gquarters ending Rarch 31, June 30,
September 30, and December 31, for all employments covered
under 39-71i-401.

t44(5) "State fund" means the state compensation mutual
insurance fund.

t5%{6) "“Tax" means the workers' compensation payroll
and wage tax provided for in 39-71-2503.

t63(7) “Tax account” means the workers' compensation
tax account created by 39-71-2504.

{8) "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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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-souree other sources of funding for
the unfunded liability inr addition to premium and investment
income.

(2) The police power of the state extends to all great
public needs. The state, irn 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 atate fund as the insurer of last resort. In making this
insurance available, the state fund has incurred the
unfunded 1liability described in subsection (1). The burden
of this unfunded liability should not be ' borne sclely 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'

coapensation. coverager, 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

-4- HB 504



w o o~ o

11
12
13
14
15

16

17

18
19
20
21
22
23
24
25

HB 0504/03

liability.

(3} The purpose of this part is to provide a
supplemental seuvee sources of financing for the unfunded
liability.”

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

"39-71-2501. wWorkers' compeasation payroll tax and wage
tax. (1) (a}) There is imposed on each employer a workers'

compensation payroll tax in an amount egual to 6-28% 1%

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

[SECTION 5], 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 tc @+28% 1% 0.28%,
PLUS THE ADDITIONAL AMOUNT OF PAYROLL TAX PROVIDED IN
[SECTION S), of the employer's payroll in the preceding

week.

(b} There is imposed on each emplovee a workers'

compensation wage tax in-—-an--smeunt—-equai--te—-i%--of, AS

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

preceding calendar gquarter for all employments covered under

39=71-401. For the purpose of this tax, a sole proprietor

shaii---pay-——oniy---the--—empioyeris—-payroii--tax--on-—the

proprietoris-own—empiayments This-payreii-tax OR_ A WORKING

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

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

CORPORATE OFFICER WHO IS ALSO AN EMPLOYEE OF THE CORPORATION

AND IS ENGAGED IN A COVERED EMPLOYMENT, AS PROVIbED 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
regulting frp- accidents that occurred before July 1, 1990.

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

be-continued-at-the-9:-20%—rate-and the legislature may not

uodify-—the--tn!——rnter-the-use-e!—ehe—talvpreeeedar+ar-thi-

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 ethe a tax or reduce the a

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

compensation bond repayment account contains on the firat

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 dQuring that period on the outstanding loans or

bonds. !he-iegisiature—nay-not-increase—the—tax-raee-eteepe

-6~ HB 504
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upon—a-two-thirda-vote-af-each-houses
tb3{d) Each employer shall maintain the records the
department requires concerning the employer's payroll and

the employee wage tax. The records are subject to ingpection

by the department and its employees and agents during
regular business bours.

{E}] AN ENPLOYEE 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 IS5 LIABLE TO THE STATE FOR ANY AMOUNT

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

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

TO THE STATE THE WAGE TAX REDUIRED BY THIS SECTION.

{2} All collectiona of the tax taxes are-appropriated
te-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 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 inforwmation

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 eaployer's payroll for the
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preceding calendar guarter and in addition shall withhoid

£from—an— oyeein-—-wages-—the——wage-—-tax--provided-—-for—=-in

sub tien—-{ij{b)-~and--pay——it--to--the--department REMIT
WITHHOLDING FOR EMPLOYEES' WAGE 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 i-ount required by subsection (1){a) and

shall remit withholdings for employees' wage Ltaxes at the

game time.

{c}) A--tax--payment Tax payments required by subsection
subgections (1)(a) and (1}{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 tc the department the amounts
due under this section who wiiifuiiy fails to pay an amount
is liable to the atate for the unpaid amount and any penalty
and interest relating to that i-ount.

(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 ‘thc
department may disclogse the information to the department of

labor and industry under circumstances and conditions that

-8~ HB 504
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ensure the continued confidentiality of the information.

{6) The department of labor and industry and the state
Eund shall, 6n July 1, 1991, or as scon 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
compuier 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, intereat, deficiency assessments, credits for
overpaysent, statute of limitations, penalties, and
department rulemaking authority apply to the tax taxes, to
employers, employees, and to the department.”

NEW SECTION. SECTION'S. 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

-9- HB 504
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1, 1950, RNOT 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

T0 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 OP

THE POLLOWING FISCAL YEAR, THE STATE FUND SHALL FORWARD TO

THE BUDGET DIRECTOR INFORMATION PERTAINING TO THE AMOUNT

THAT TEE 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

PISCAL VEAR 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

FPISCAL YEAR. IN ADDITION, THE STATE FUND SHALL FORWARD 10O

THE BUDGET DIRECTOR THE SCHEDULE OF FPROJECTED LIABILITY

PAYMENTS AND CASH NEEDS ON WHICH THE AMOUNT TO BE BORROWED
1S BASED. THE SCHEDULE MUST INCLUDE BUT IS NOT LIMITED TO

TOTAL PROJECTED LIABILITY PAYMENTS, LOANS AND BOND DEBT

PAYMENTS, REVENUE PROM THE EMPLOYER PAYROLL TAX AND EMPLOYEE

WAGE TAX PROVIDED FOR 1IN 39-71-2503, PROJECTED FISCAL

YEAREND CASH, AND THE PROJECTED FISCAL YEAREND CASH FOR THE

-10- HB 504



[
-]

11
12
13
14
15
16
17
18
19

20

21
22
23
24
25

O @ NN e WN

HB 0504/03

YEAR 2003.

{By (I) 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

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

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

YEAR 1994, THE EMPLOYFE WAGE TAX IS AN AMOUNT EQUAL TO 0.5%

OF THE EMPLOYBE'S WAGES IN THE PRECEDING CALENDAR QUARTER

FOR ALL EMPLOYMENTS COVERED BY 35-71-401.

(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.

{111) (A) THE EMPLOYER PAYROLL TAX THAT IS 1IN 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.

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

PAY OUTSTANDIRG BONDS OR IF NO BOMDS ARE OUTSTANDING, THE

Ph!BdLL 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) IPF IN ANY JANUARY THE PROJECTED AMOUNT TO BE

BORROWED BY THE STATE FURD EXCEEDS $50 MILLIOR FOR THE
BORRUWED Dt 2L ol s ALoE 1LLION O™ =%
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FOLLOWING FISCAL YEAR, THE TAX RATE ON THE EMPLOYER AND

EMPLOYEE MUST BE INCREASED HY 0.05% FPOR THE POLLOWING FISCAL

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

PROJECTED FISCAL YEAREND CASH BALANCE FPOR THE CURRENT PISCAL

YEAR EXCEEDS $25 MILLION, THE TAX RATE ON THE EMPLOYER AND
ENPLOYEE MUST BE REDUCED BY ¢.05% FROM THE CURRENT TAX RATE
FOR THE FOLLOWING FISCAL YEAR.

(4) THE TOTAL TAX ON EMPLOYERS MAY NOT EXCEED 0.75%,

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

{S) THE BUDGET DIRECTOR SHALL CERTIFY THE CASH

3

PROJECTIONS OF THE STATE FUND REQUIRED 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 SECTIOMN.

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

*39-71-2504. Workers' compensation tax account. (1)
There ii a workers®' compensation tax account in the state
special revenue fund. The workers' compensation tax account
consiste of a tax account and a workers' coapensation bond

repayment account.

{2) All collections of the tax taxes impogsed under

39-71-2503, 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' conpenaatién tax

account, All such money deposited in the workers®

-12- HB 504
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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 year. The balance in the
workers"' compensakion 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 atate fund incurred for claims Eor
injuries resulting from accidents that occurred before  July

1, 19%0."

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.
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{2) The annual statement filed by an employer with
fespact Lo the wage payments reported constitutes full
compliance with the requirementas 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 wainimum
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 causge
by the employer. The penalty may be collected in the same

manner as are other tax debts.*

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

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

misdemeancr, The employee wage tax under 39-71-2503 is not a

premium for the purpose of thia section."”

NEW SECTION. Section 9. 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 art
remainsg in effect in all wvalid applications that are

severable from the invalid applications.

NEW secTion. SECTION 10. APPROPRIATIONS. (1) THERE IS

APPROPRIATED $65,000 FROM THE WORKERS' COMPENSATION PAYROLL

TAX ACCOURT TO THE STATE AUDITOR FOR PISCAL YEAR 1993.

{2) THERE IS APPROPRIATED 547,190 FROM THE WORKERS'

COMPENSATION PAYROLL TAX ACCOUNT TO THE DEPARTMENT OF
REVENUE FOR FISCAL YEAR 1993, ‘

NEW SECTION. SECTION 11. CODIFICATION INSTROCTION.
[SECTION 5] IS INTEWDED TO BE CODIFIED AS AN _INTEGRAL _PART

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

CHAPTER 71, APPLY TO [SECTION 5].

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

wage tax AND THE JINCREASE IN THE EMPLOYER PAYROLL TAX

imposed by [section-4 SECTIONS 4 AND 5) commences-with—the
catendar-quarter-ending-March-31,-1993 COMMENCE ON JULY 1,

1993.

MEW SECTION. Section 13. Effective date. [Thie act] is
effective on passage and approval.
-Rnd-

-15- HB 504



SENATE SELECT COMMITTEE REPORT

Page 1 of 1
April 12, 1993

MR. PRESIDENT:

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 j R
Signed: %’ g%

Senator Thomas E. "Tom" Towe, Chair

That such amendments read:
1. Page 11, line 8.

Strike: "0.5%"
Insert: "0.22%"

-END-
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SENATE COMMITTEE OF THE WHOLE AMENDMENT
April 13, 1993 12:01 pm

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

il

REJECT Signed:

Senafor J.D. Lynch

That such amendments read:

i, Title, lines 7 and 8.
Following: "PERCENT* 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: *S TIONS"™ on lina 1

Strike: the remainder of line 10 through "39-71-406," on line 11
Pollowing: *39-71-2351," on line 11

strike: *39-71-2501, 39-71-2502,"

3. Page 2, line l4.
Followings ®39-71-2503*
Strike: the remainder of line 14 in its entirety

4. Page 3, line 2 through page 5, line 4.
Strike: sectionas 2 and 3 in their entirety
Renumber: subsequent sections

5. Page 5, lines 6 and 7.
Following: “tax" on line &
Strike: the remainder of line 6 through “tax"” on line 7

6. Page 5, lines 10 and 15.
Strike: "5"
Insert: "3

7. Page 5, line 17 through page 6, line 9.
Strike: line 17 through "taxes™ on page 6, line 9
Insert: “(b) This payroll tax"

Renumber: subsequent subsections

8, Page 7, lines 3 and 4.
Following: "payroll™ on line 3
Strike: the remainder of line 3 through "tax” on line 4

9. Page 7, lines 7 through 1l4.
Strike: subsections (E)} and (F) in their entirety

M- Aamd. Coord. £811201CW.Sma

April 13, 1992
Page 2 of 3

10. Page 7, lines 15 and 19,
Strike: "taxeg"
Insert: “tax"

11, Page 7, line 17.

Strike: “taxeg are"
Insert: "“tax is"

12. Page 7, line 18.
Strike: "and employees"

13. Page 8, lines 1 through 4.
Following: “quazter" on line 1
Strike: the remainder of irine 1 through "TIME" on line 4§

14, Page 8, lines 7 through 9.
Following: "{l)}(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 8, line 1l1.
Strike: "subsections”™

Ingert: “subsection”
Strike: “and {1}(b)"

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

18. Page 9, line 20.
Strike: “"employees,"
19. Page 10, lines 23 and 24.

Pollowing: “TAX* on line 23
Strike: the remainder of line 23 through "TAX" on line 24

20. Page 11, lines 3 and 4.
Pollowing: "TAX" on line 3
Strike: the remainder of line 3 through "TAX* on line 4

21, Page 11, lines 7 through 10.

Following: "39-71-401." on line 7
Strike: the remalnder of line 7 through line 10 in their entirety

SENATE
HB50Y
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April 13, 1993
Page 3 of 3

22. Page 11, lines 15 and 1§.

Follawing: "“39-71-2503" on iine 15

Strike: the Temainder of line 15 through "TIERMINATE" on line 16
Ingert: "terminates”

23. Page 11, line 21,
Following: the first "TAX"
Strike: the remainder of line 21

24. Page 12, lines 1 and S.
sStrike: “AND"

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

26. Page 12, lines 8 and 9.
Pollowing: "0.75%" on line 8
Strike: the remainder of line B through *0.75%" on line 9

27. Page 12, lines 20 and 21.
Strike: "taxes"
Insert: "tax

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

29. Page 15, lines 5 through 10.
Strike: section 10 in its entirety
Renumber: subseguent sections

30, Page 15, lines 12 and 14.
Strike: "5"
Insert: "3*

3l1. Page 15, lines 15 and 16.

Following: "Applicability.” on line 15

Strike: the remajinder of line 15 through the firgt "THE" on line
16

Insert: “The”

32. Page 15, line 17.
Strike: "4 AND 5"
Insert: "Z and 3"

33. Page 15, line 18.
Strike: "COMMENCE"
Insert: “commences"
-END~
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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 $8--1--PERCHNT AND--IMPOSENS A--1--PHREEN? AN
EMPLOYER~--WAGE--PAX; DIRECTING THAT THE TAX PROCEEDS BE USED
TO ELIMINATE THE STATE FUND'S OLD FUND UNFUNDED LIABILITY:

PROVIBING---APPROPRIA¥IONS, AMENDING SECTIONS 35-38-28%7%

39-71-4667 39-71-2351, 39-3#3-250%7--39-31-2562; 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 c¢f geparation 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 bhas existed since at
least the mid-1980s3 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 i1s necessary
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to  the public welfare tc make workers' compensation
insurance available to all employersa 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 impecsed by

39—71—25031——e:pand—the-ta:-eo-inc1ude—an—empieyee-wage—tnx;

and dedicate the tax mohey first to the repayment of bonds
issued wunder 39-71-2354 and 39-71-23%5 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-—gection-39-73-2501;-MEAy-is-amended—to-read:--
235-71-2561-—-Befinttionsr--Aa--used--in-—-this-pare7-the
fottowing-definttions-appiys
t14--‘Bepartmenti--means--the-—department---cf---revenane
provided-for-in-2-15-136%+

+24-~-“Bmpioyee®-has-the-meaning-as-defined-in-39-71-118+

t24t3y--‘Empioyers--—has--—the---meaning--set-—forth—-in
39-71-313<
t33{4}--"Payreiif-means-che-payroti-cf-an--empioyer——for
each--of-~the--ecatendar--quarters--ending-March-3i;-dune-387
September—-307-and-Beceaber-3i7-£for-ati--empioyments--covered
nnder-39-71-40%+
t41i§i——"Etate-fund‘—neana—the-state—cempenaution-mutuai
insurance—fund-
+5)¢64--"Payi--means-—the--werkers'-compensation-payroti
and-wage tax-provided-fer-in-39-Fi-2583<
fﬁfiii--"Tax—aeeaunt"—ueana--ehe--workers*-—campen:ntion
tax-account-created-by-39-71-2584=

fa}—-“Wagesl—has-the-meaning-as—defined—in-39—?i—123:"

Section—3——Gection-39-73-25027-MEA;-is-amended-to-read:—-
u39~F3-2502s--Pindings-and-purposes-tijy-Based-on-current
tiabitittens--and--actuariai--anatysis;-an-unfunded-iiabtizty
presentiy-exiats-in-the-state-fund-with-regard-to-claims-for

injuries-resuiting-from-accidenta-that-ocenrred-before--duly
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i7--19987-~-and--tt-may-increases-White-tegistative-action-is
required-to-correct—the-causes-of-—-the--unfunded--iiabitity;
thomse-—actions—-witi--not-provide-sufficient-funds-to-permit
the—-state-—fund--to--pay--tts——existing---itabilities-—--and
obiigations--in--a-timeiy-manner-£rem-premium—and-investment
ineome--avaiiabie--to--the--state--fund---Fherefore;--tt——is
necessary-to-provide-a-source other-sonrces of--funding--£for
the-unfunded-tiabitity-itn-addition-to-premium-and-investmente
incemes
t2y-——Fhe--potice-poawer-of-the-state-extenda-to—nii-greac
pubiic-needs--Fhe-stater—-in--the--exeretne--of-—ita--poiice
powerr—-has—-determined--that--te-is-greatiy-and-immediateiy
necessary--to--the--—-publiie-——welfare-—-to---make-—--workers:
compensation--insurance--avaitable--to-ati-empioyera-through
the—atate—Ennd—ﬁs-the—insurer—ef—}ast—reso:t:~in—making-this
insurance—-avaiiabie;--the--state--fund--has--incurred-—-the
unfunded-—-iiability--described-in-subsection-{tiy:-Fhe-burden
of-this-unfunded-iiabtlity-shoutd-net—-be-~borne--astety--by
these-empioyers-who-have-insured-with-the—-state-fund-because
the--avatitabitity--of-insurance-to-aii-empioyers-through-the
state-fund-has-benefited-aii--employers--who--have--werkerst

conpensatton--coveragezz--nor-should-this-unfunded-tiabtitty

be-borne-oniy-by-emplieyera: Phereforer-ati-empltoyers-and-aii

employees whoe--have--empioyments--covered--by--the--workerst

compensatien——-tawa--sheuid-share-in-the-cont-of-the-unfunded

—4- HB 504
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tiabiiitys
+31--Ethe--purpose--of--this--part--is-—-te---provide---a
suppiemental--source socurees of-financing-for-the-unfunded
timbitipysi
Section 2. Section 39-71-2503, MCR, is amended to read:
*39-71-2503. Workers' compensation payrall tax and-wage
tax. (1) (a) There is imposed on each employer a workers'
compensation payroll tax in an amount egual to 6+28% 1%

0.28%, PLUS THE ADDITIONAL AMOUNT OF PFAYROLL TAX PROVIDED IN

{SECTION 5 3}, 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 €6s28% 1% 0.28%,

PLUS THE ADDITIONAL AMOUNT OF PAYROLL TAX PROVIDED 1IN

[SECTION 5 3], of the employer's payroll in the preceding
week.

tby--Fhere-—is--imposed--on-—each--empleyee--a--workersst

compensation-wage-tax in--an-—-amount--equait--to--ig--ocf7--AS

PROVIBBP-—IN--{SBEFION--5}7--6N the-empioyveels-wages-in-the

preceding-catendar-guarter-for-ali-empioyments-covered-under

39-33-483--FPor-the-purpose-ef-this-taxy--a--sele—-preprieter

shatt-—--pay---enly---the--—empioyeris--payroti--tax--en—-the

proprietoris—ewn-employnents Phis-payreii-tax OR--A--WORKING

PARFNER~-OP-A-PARPNERSHIP-WHO-BLEEPS-COVERAGE-UNDER-39-71-46%

SHALE-—PA¥-ONBEY-PHBE-BMPEGYHR! 8-PORPION-OP-FHE-PAYROLL-PAN-ON

-5- HB 504
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THE-SGEE-PRBPREBTBR*S—GR—WBRKiNG—PﬂR?NER*S—BHN—EHPb6¥MEHT:—A

EBRPGRATE-BPPiEER—WBG—iB-AbSG—AN—EMPbe!EB-GF—THE—EBRPBRAT{ON

AHB-iS—ENGAGEB-iN——A——EBVBREB-—EHP£9¥MENT7*‘AS——FHBViﬁﬂﬂﬁ—iN

39-?1—4817——SHABB-—PA¥—-BNB¥--THE——EMPEB¥ER*S—PBRT*BN—GP—THE

PA!Rebb*TAK—BH-?HH—ESRPGRATB*BPPieER*S—BHH——EMP&8¥HEH?7—~ABL

BTHER--BHPEG¥EBS——GF—*A—GGRPBRAT*GNr-SBLE-PRBPR{ETGRSHEP7—BR

PARTNERSHEP-SHAhh-PA!-TBB--HAGE-—Thx-—AS——RBQHiREB--iN--?HiS

SEEPION-

te}-~Fhese--taxes (B} THIS PAYROLL TAX must be used to

reduce the unfunded liability in the state fund incurred for
claimes for injuries resulting from accidents that occurred
before July 1, 1990. If one or more leans or bonds are
cutstanding, the-tax-must-be-continued-at-the-8:28k-rate—and
the legislature may not modify-the-tax-rate;-the-use-of--the
tax——proeeed37——er-—this-—section——in--u-manner—that-reduces
feduce the security for repayment of the outstanding loans
or bonds, except that the legislature may forgive payment of
the a tax or reduce the a tax rate for any l2-month period
if the workers' compensation bond repayment account contains
on the first day of that period an amount, regardless of the
gource, 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 peried on the

outstanding loans or bonds. Fhe-iegistature-may-not-increase

-6~ HB 504
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the-tax-rate-except-upen-a-twe-thirds-vote-of-each-houses
tb){d3(C) Each employer shall maintain the records the
department requires concerning the employer's payroll and

the-ampleyee-wage-tax. The records are subject to inspection

by the department and its employees and agents during
regular business hours.

1t8y——AN--BMPLOYEE--BORS--NGF--HAVE--AN¥--RIGHF-OF-AEFIEN

AGAINST-AN-BEMPLHOYER-POR-AN¥-MONEY -DEDHETED-AND-WIPHHELD - PREM

FHE-EMPLOY¥HE ' S-WAGES-ANB-PAID-PO-FPHE-STATE-IN-COMFPbIANEE--OR

INFENDEB-COMPbEIANEE-WEPH-PHES-SREPION-

tPy——PHH--HMPEOY¥ER-I19-LIABLE-PO-FHE-STAPE-POR-ANY -AMOONT

OP-WAGH-FANEST-PHHS—INFERESP-AND-PENALTY ; “WHEN-FHE--EMPROY¥ER

PAbS-PO-WEPHHOLD—FPROM-AN-BEMPHO¥BES-WAGES-OR-PAILS-FO-REMI¥F

FO-FHE-BPATE-PHE-WAGH-FAN-RBOUIRED-BY-PHIS-SEETION+

{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-empioyees
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 cantaining 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-shail withhsid

ftom-an—empiayee*s-—vages«—ehe-—uage-—tax-—provided~—for——én

aubseetion——f}ftbj--and*—payw-it——to—-the——department REMz®

WiPHHOLBING - POR-BEMPLOY¥EES ! -WAGR-PARES-AP-FHE-SAME-PIME .

(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 (1)(a) and

shati-remit-withholdings—fer-empioyees'-wage--taxes—-at——the

same—time.

(c) A--tax—-payment Pax-payments A TAX PAYMENT required

by subsectien subseetiens SUBSECTION (ljta) and-{i¥tby 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 ;n 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 wiiifuiiy 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 undet 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

-8~ HB 504
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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 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
overpayment, statute of limitations, penalties, and

department rulemaking authority apply to the tax ktazess TAX,

TO to employers, empisyees; and to the department.”

NEw sgcTION. 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

_g- HB 504
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l, 1950, HNOT COVERED BY ANY OTHER FUNDING SOURCE, BY

BORROWING FROM THE RESERVES ACCUMULATED FROM PREMIUMS PAID

TQ 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 35-71-2354, 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 AMQUNT

THAT THE STATE FUND WILL BORROW FOR THE ENSUING FISCAL YEAR

TO PAY FOR THE COST QF ADMINISTERING AND PAYING CLAIMS FOR

THE INJURIES PROVIDED FOR IN SURSECTION {1), EXCEPT THAT FOR

FISCAL YEAR 1994, THE INFORMATION ON THE AMOUNT TO BE

BORROWED BY THE STATE FUND MUST BE FORWARDED TG THE BUDGET

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

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

THE BUDGET DIRECTOR THE SCHEDULE OF PROJECTED LIABILITY

PAYMENTS AND CASE NEEDS ON WHICH THE AMOUNT TO BE BORROWED

IS BASED. THE SCHEDULE MUST INCLUDE BUT 1S NOT _ LIMITED TO

TOTAL PROJECTED LIABILITY PAYMENTS, LOANS AND BOND DEBT

PAYMENTS, REVENUE FROM THE EMPLOYER PAYRQLL TAX ANP-EMPHOYEE

WAGE--PA¥X¥ PROVIDED FOR IN 39-71-2503, PROJECTED FISCAL

YEAREND CASH, AND THE PROJECTED FISCAL YEAREND CASH FOR THE

-10- HB 504
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YEAR 2003.

(B) (I} THERE IS 1IMPOSED ON EACH EMPLOYER A WORKERS'

COMPENSATION PAYROLL TAX ANB-ON--EACH--BMPLOYBE--A--WORKERS+

COMPENSAPION--WAGE-PAK 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. POR-FIS€EAb

¥HAR-3594 7-PHE-BEMPHOYRE-WAGE~-PAX-¥5-AN-AMOUNT?-EQUALE-FO--0:5%

G:224--GF--FHE--BMPHOYEBR! 5-—WAGES——-#N-PHE-PREEEBING-CALENBAR

QBARTBR-PBR—AEB-EﬁPhG¥HBHES-EGVERBB-B¥-39—?1—40i7

{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.

{(III) (A) THE EMPLOYER PAYROLL TAX THAT IS IN EXCESS OF

THE 0.28% TAX PROVIDED FOR IN 39-71-2503 AND-PHE-BEMPROYEEB

WAGB—SAK-PERMINATE TERMINATES AT THE END OF FPISCAL YEAR

2003.

(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

20063.

{(I1y) THE EMPLOYER PAYROLL TAX ANB-PHE-BMPLOYBE-WAGE-TAK

DESCRIBED IN THIS SECTION MUST BE COLLECTED AND DEPOSITED AS

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

(3} IF IN BANY 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 AND

EMPBOY¥EE MUST BE INCREASED BY D.05% FOR THE FOLLOWING FISCAL

YEAR OVER THE CURRENT TAX RATE. IF 1IN ANY JANUARY THE

PROJECTED FISCAL YEAREND CASH BALANCE FOR THE CURRENT FISCAL

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

BMPHO¥EE MUST BE REDUCED BY (.05% PROM THE CURRENT TAX RATE

FOR THE FOLLOWING FISCAL YEAR.

(4) THE TOTAL TAX ON EMPLOYERS MAY NOT EXCEED 0.75%7

AND-PHE-FOPAL-WAGE-PAK-ON-EMPLOY¥EES-MAY¥-NOF-EXCEEB-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 1

OF THE RATE OF TAX TC BE COLLECTED PURSUANT TQ THIS SECTION,

Section 4. 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 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
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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 39-71-235%4
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, 15%9%0."

SECTION-7 - - -SBONION 15—30—P0F— MOA,~ TG~ AMBNDED- 70 READ=-

‘&5-99—20?:-—Annuai—statement—-by—-empioyerr--fi?—«Bvery
empioyer-—shaiir-en—et—befare—February—Ee-in—each—year;—fiie
wieh—the-department—-a——wage--and—-eax——:tntemene——Eor—-each
emp}oyee—-in—-such—-Eorn—and—summnrizing-such—informaeéon—aa
the-depnttnene'requires1—inciuding—the-totai—uages——paid——eo
the——enpioyee-during-the—preceding-eaiendnr—year-of-any—part
thereof-and-showing—the—hotai-ameunt-of—the--iedetai-vinceme
tax-vdedncted-—and-—withheid--fren——;uch-wages~and—the—teta}

ameuae-ef-the-eax-deducted-and—uithheid—therefram—under—-ehe
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proevisions-of-15-30-261-through-15-368-289 and-35-71-2563~
t2y--Fhe——-annuai--statement--£fited--by-—-an-empioyer-with
respect-to——the--wage--payments-—-reported--conscitutes--fati
compliance—-with--the--requiremeneas-of-15-36-301-retating-to
the--dutiea--of--informacion--agents;——and---no--—additional
information—--return--is--reguired--with-respect-to-such-wage
paymentss
t3y-——-in-additron-te-any-other-penatey-provided--by-—-taws
the--fatiure--of--an--empitoyer--to--furnish--a--atatement-as
required-by--subsection——¢ti)-—subjects-—the—-empioyer--to--a
penatty-—of--35--for-each-fatiunre;-provided-that-the-minimum
penatty-for-faiture-te-fite-the-statements--required--on—-or
before-—February--28-of-each-year—-shati-be-558:-Fhis-penaity
may-be-abated-by-the-department—upon-a-showing-of-good-canse
by-the-empioyer-—FPhe-penaley-may-be-coiltected--in-——the—-—same

manner-as-are-ather-tax-debesz*

SECTION-8- - SPeTION- 3971406, MO, 15 AMBNDED- T0- READ+—

233-331-406---Beduction-from-wages-of-any-part-of-premium
a--misdemeanorz-it-is-uniawvfui-for-the-empioyer-to-deduct-or
obtain-any-part—of-any-premium-regquired-to-be-paid--by-—-this
ehapter--from—-the-wages-ar-earnings-of-his-workeray-and-the
making-—-cr-—attempe--to-—make——any-—-such—-deduction-—-ia—-—-»

misdemeansyr; Phe-emplovee-wage-tay-under-39-3i-2503-is-noe-a

premium-for-the-purpose-of-this-sections®

NEW SECTION. Section 5. severability. If a part oF
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(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-5E€230N5 - SECTION- 10 - APPROPRIATIONS - {1} THERE - 15

APPROPRIAPED--5657080-PROM-FHE-WORKBRSL -COMPENSATION-PA¥RObD

PAX-ACCOUNT-PO-PHE-JPATE-AUDIPOR-FPOR-PISEAL-¥EAR-1993+

$23--FHERE-$19-APPROPRIAYED--5477390--FRE6M-—FTHE--WORKERS+

COMPENSATEION--PAYRODL--PAK--AECOUNE--F0-—PHE--BEFARTMENE--OF

REVENHE-POR-FP3S€AB-¥HAR-1993+

HNEw SECTION. SECTION 6. CODIFICATION INSTRUCTION.

[SECTION 5 3] IS INTENDED TO BE CODIFIED AS AN INTEGRAL PART

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

CHAPTER 71, RPPLY TO {SECTION 5 3].

NEW SECTION. Section 7. Applicability. TRé ~employee”s
wage-—tax ANB—--THE THE INCREASE IN THE EMPLOYER PAYROLL TAX

imposed by [seetion-4 SECTIONS 4-ANB-5 2 AND 3] commences

with-—the--catendar--quarter—-ending-March-31;-1993 EGMMENEE

COMMENCES ON JULY 1, 1993.

NEW SECTION. Section B. Effective date. [This act) is
effective on passage and approval.

-End-
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Free Conference Committee
on House Bill 504
Report No. 1, April 23, 1993

Page 1 of 1l
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 SUB S. CORPS ONLY PAY EMPLOYEE
TAX, RR EXCEPTION, TERMINATES 2007, $80 MILLION TRIGGER,
APPROPRIATIONS)

1., Title, line 6.

Following: "AN ACT"

Insert: "CREATING THE WORKERS' COMPENSATION OLD FUND LIABILITY
TAX BY"

2. Title, line B.

Following: "“BAK"

Insert: "AND EXPANDING THE TAX BASE TO INCLUDE EMPLOYEES AND
OTHERS RECEIVING COMPENSATION IN MONTANA®™

3. Title, line 10.

Pollowing: *ABPRODREMZIONG:"
Ingexrt: “"PROVIDING PROPRIATIONS; REVISING THE INTEREST RATE OF

LOANS FROM THE TAX USED TO FINANCE THE OLD FUND UNFUNDED
LIABILITY;"

4, Title, line 11.

Following: -ggzg%;gggs'

Insert: *15-30- Y -71-406,"

Following: "39—33—25825"

Iinsert: "39-71-23154, 39-71-2501, 39-71-2502,"

5. Title, line 13.

Following: the first "DATE"

strike: “AND"

Insert: ","

Following: the second "DATE"

Insert; *, AND A RETROACTIVE APPLICABILITY DATE"

6. Page 2, line 13.
strike: "extend®™ through "by"
Insert: "create an old fund liability tax provided for in®

1. 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
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following definitions apply:

(1) "Department" means the department of revenue provided
for in 2-15-1301.

{2) "Employee” includes an officer, emplovee, or elected
public officlal 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.

FEYY I §- "Employer® hes—ehe-meaaning—eet—foreh—in—39—73—
37 means, except as provided in subsection (3) (b), the rson
for whom an {nEEvIEual performs or performed any service, of
whatever nature, as an employee of the rson.

{b] _If the person for whom the individual performs or
performed the service does nct 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.

+3 () “Peyredi Employer's payrocll" means
wages paid for each of the calendar guarters ending
March 31, June gﬁ, September 30, and December 3l;—fer—aid
employwents—eovered—under—39-714031

4+4#+{5) "state fund” means the state compensation mutual
insurance fund.

45+ (6) "Tax" means the workers' compensation peyred: old
fund liaBIIit* tax provided for in 39-71-2503, created to address
t

he unfunded liability for claims for in;uries resulting from
accidents that occurrad before July 1, 90.

46+ (7} "Tax account” means the workers' compensation tax
account created by 39-71-2504.
(8) "wages" means all remuneration for services per formed

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 paid;

{(a) for casual labor not in the course of the employer's
trade or business performed in any calendar gquarter by an
employee unlesg the cash remuneration pald for the service is $50
or more and the service i1s performed by an individual who 1s
regularly employed by the employer to perform the service. For
Eu:EEses of this subsection %Biiail an individual 1s considered

to be regularly employe )y _an employer during a calendar quarter
only 1f:

on each of 24 days during the calendar quarter, the

individual performs service not in the course cof the employer's
trgdé’or businesa for the employer for some portion of the day;
an

{ii) the individual was reqularly employed, as determined
under subsection {8){a) (i), by the employer in the performance of
service during the preceding calendar quarter;

F.C.cR. ¥
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{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 cagh, when the payvments are in the form of
lodging or meals and the payments are received by the employee at
the request of and for the convenlience 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 oxr the
employee's dependents, and employees’ club 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. Pindings and purpose, (1) Based on current
“liabiltities and actuarial analysis, an unfunded liability
presantly exists in the state fund with regard to claims for
injuries rasulting 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 liabilitiers and obligations in a timely manner from
premium and investment income available to the state fund.
Therefore, it is necessary to provide e&—sewree 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 availabla
to all employers through the state fund as the insurer of last
regort. In making this insurance available, the state fund has
incurred the unfunded liability described in subsection (1), The
burden of this unfunded liability showld not be borne solely by
those employers who have insured with the state fund because the
availability of insurance to ali employers through the state Ffund
has benefited all ewmpieyers—who—have—vworkersl—conmpennation
eeverager those receiving compensation in Montana., This unfunded
liability should not be borne only by 95210£ers. The:efore, all
employers, e oyees, sole proprietors; su apter (. corporation
shareholders artners of partnerships, and meEEers or_managers
ST ITeltel Habi ity conpanlos who-hovi smpTeymente ocvessd by
the-werheresl-conpensation—laws

.should share in the cost ¢f the

unfunded liability.

(3) The purpose of thie part is to provide a supplemental
souree sources of financing for the unfunded liability.""
Renumber: subseguent sections

8, Page 5, lines 6 and B.
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Following: “compensation®™
Strike: “payroll"
Insert: "old fund liability"

9. Page 5, lines 9 and 14.

Following: "OF" .
Strike: "PAYROLL"

Insert: “old fund liability”

10. Page 5, lines 10 and 15.
Strike: "3”"
Insert: "5

l1l. Page 5, lines 11 and 12.
Following: “quarter® on line 11
Strike: "for all employments covered under 39-71-401™

12. Page 6, line 9.

Following: "4eates”

Strike: "THIS PAYROLL"

Insert: "There is 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 5], 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
liabjlity tax, as provided in [section 5], on the profit of each
separate business of a sole proprietor and on the distributive
share of ordinary income of each sharehclder, partner, or member
or manager,

{d) A corporate officer of a subchapter 5. corporation who
receives wagea 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 cownership test under section 542(a) (2} of the
Internal Revenua Code and receives wages as an employee of the
corporation is required to pay the old fund ljability tax only cn
the wages received. The corporation is not liable for the tax on
the corporate officer's wages.

{f) This old fund liability"

Renuwmber: subseguent subsection
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13. Page 7, line 3.

Fcllowing: "the"

Strike: "employer's payroll"™
Insert: "old fund liability tax"

14, Page 7, line 15.

Following: line 14

Insert: "(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 o

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 old 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, sharehclder, 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: “BEMBE"

Insert: "and in addition shall remit withholdings for employees'
old fund liability taxes at the same time"

17. Page B, line 9.

Following: "¢ime"

Ingsert: ®"and shall 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: "SUBSECTJION"
Insert: “subsectionsa”
Following: "433tb3"
Insert: "and (1) (D))"

B91624CC. . Hss
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20. Page 8, line l6.

Following: line 15.

Insert: "{d) Tax payments due from sole proprietors, subchapter
$. corporation shareholders, partners of partnerships, and
members or managers of limited liability companies must be
made with and at the gsame 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. pPage 9, line 20.

Following: -222%222321'

Insaert: “"to employees, to scle proprietors, to subchapter S.
corporation sharehclders, to partners of partnerships, to
members or managers of limited liability companies,”

23. Page 10, line 23.
Following: “THE"

Strike: "EMPLOYER PAYROLL"
Ingert: “old fund liabiiity"

24. Page 1%, lines 1, 17, and 21.
Strike: "20031"
Insert: “2007"

25. Page 11, line 3.
Following: “COMPENSATION"
Strike: "PAYROLL

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—33—401="

Insexrt: "(ii) For fiscal year 1994, the employee old fund
liability tax is an amount egual to 0.2% of the employee's
wages in the preceding calendar guarter.

891624CC.Hss
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{iii) For the tax year beginning after December 31, 1992,
the oid fund liability tax is an amount egual to 0.1% on the
profit of each separate business of a sole proprietor and on the
distributive share of ordinary income of each subchapteér 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 0.1% 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."

Renumber: subsequent subsections.

29. Page 11, lines 11, 12, 14, and 20.
Strike: "PAYROLL"
Ingert: "old fund liability"

30. Page 11, line 22.
Strike: "EMPLOYER PAYROLL"™
Insert: “old fund llablliity"

31. Page 11, line 25,
Following: "THE"
Insert: *cumulative®

32, Page 12, line 1,

Following: "FUND"

Insart: "from reserves accumulated from premiums paid to the
gtate 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 inciuding
an{I?utstandinq bonds as of [the effective date of this
ac

Strika: "$50"

Insert: "$80"

33. Page 12, lines 2 and &.

Following: "“ON THE"

Strike: "EMPLOYER"

Insert: "the persons subject te the old fund liabili-y tax"

34. Page 12, line 9.

Following: “"ON"

Strike: “EMPLOYERS"

Insert: "the persons 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.Hss
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"]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.

Phe 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 nc additional information return is
required with respect to such wage payments.

{3)  In addition tc any cther penalty provided by law, the
failure of an employer tao furmish a statement as required by
subsaction (i) 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
ghall 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:

"39-71-496. 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 hie the emgloxer's workers, and the
making or attempt to make any suc aeduction is a misdemeanor.

The workers' compensation old fund liability tax under 39-71-2503
s not a premium for the purpose of this section.

Section 9. Section 39-71-2354, MCA, is amended to read:

*39.71-2354, Use of peyredd old fund liability tax proceeds
-~ loans -- bonds. (1) Taxes collected under §§-TI-§503 may be
used only to administer and pay claims for injuries resulting
from accidents that occurred before July 1, 1390, 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, tcgether 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

891624CC.HES
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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 toc the state fund based
upon waged payable on or after July 1, 1990. The board of
investments shall choose the method of financing that is most
cogt-effective for the state fund. A lcan must bear interest at
the rate that the board of investments determines the money would
earn # 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 undér 39-71-2355 and this section.
Bonds for the state fund must be workers' compensation bonds
iseved 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 1ssued to repay lcoans as provided for in subsection
{1), may not exceed $220 million. All loan and bond proceeds
given toc 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 tha department of administration for fiscal year
1994.

(2) There is appropriated $47,190 from the workers'
compensation tax account tc the department of revenue for fiscal
year 1993 for the purpcose 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 sections
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37. Page 15, lines 13 and 15.
Strike: "“3"
Insert: “5"

38. Page 15, line 17.

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"
Ingert: " and 5"

40. Page 15, line 20,
Strike: “"COMMENCES"

—————p
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 preoprietors, subchapter S. corporation shareholders,
partners of partnerships, and members and managers of
iimited 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
commissloner. 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
commisgioner is directed to change the phrase to "o0ld fund
liability tax"."

Renumber: subsequent section
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And this Free Conference Committee report be adopted.

For the House: For the Senate:
gen.i %ﬁtt,'chair

Sen. Bartlett
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HOUSE BILL NO. 504
INTRODUCED BY BENEDICT
BY REQUEST OF THE JOINT SELECT

COMMITTEE ON WORKERS' COMPENSATION

A BILL FCR AN ACT ENTITLED: "AN ACT CREATING THE WORKERS'

COMPENSATION OLD FUND LIABILITY TAX BY INCREASING THE

EMPLOYER PAYROLL TAX PO-1-PERCENT ANB-IMPOSINEG A-1-PERECENY

AN BMPLOYBB-WAGB-PAK AND EXPANDING THE TAX BASE TO INCLUDE

EMPLOYEES AND OTHERS RECEIVING COMPENSATION 1IN MONTANA;

DIRECTING THAT THE TAX PROCEEDS BE USED TO ELIMINATE THE
STATE FUND'S OLD FUND UNFUNDED LIABILITY; PROVIDENG

APPROPRIAPEONS: PROVIDING APPROPRIATIONS; REVISING THE

INTEREST RATE OF LOANS FROM THE TAX USED TO FINANCE THE OLD

FUND UNFUNDED LIABILITY; AMENDING SECTIONS 35-36-267¢

39-71-486y 15-30-207, 39-71-406, 39-71-2351, 39-73-2561»

39-73-2502y 39-71-2354, 39-71-2501, 39-71-2502, 39-71-2503,

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

DATE AND, 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 atate Eund

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

and the best way to administer the unfunded liability is to:
(a) separate the 1liability 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--payroti--tax--impeaed-—by

CREATE AN OLD FUND LIABILITY TAX PROVIDED FOR IN 39-71-25037

expand-the-tax—-te-incliude-an-empltovee-wage-taxy 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~ HB 504

REFERENCE BILL: Includes Free
Conference Committee Report

Dated_4-23 943
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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.”

Section2-—Section—39-71-25617-MEAT-+s-anended-to-read:t—-

¥39-331-2567—-Befinttiens:-As-used--in--this--party--the
folleowing-definitiona-appliy:

t1i}--4Pepartment -——means-—--the--department--ocf--revenue
provided-for-in-2-15-1361<

{24--%Empioyeet-has-the-meaning-as-defined—_n-39-73-318+

t2¥t3y--“Bepioyeri--has——the--meaning---set---forth——-in
39-F31-1173<

t3rtd4j--LPayrotii--meana--the-payroii-of-an-emptoyer—for
each-of-the-caitendar-quarters--ending—-March--3ity--dune--38s
September--38y--and-Becembar-3i7-for-ati-empioyments—covered
under—39-731-40%1=

t4345)--4Seate-fundi-means-the-state-compensation-mutuai
insurance-funds

t5416)-—"Faxti-means-the--workersi--compensation-——-payroii
and-wage tax-provided—for-in-39-71-2503+

t&fi?i*-'?ax——nccount“-—neana-—the-wurkers*-compen:ation

-3~ HB 504
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tax-account-ereated-by-39-731-2504<

18} --SWagesi-has-the-meaning-as-defined-in-38-33-3+p3-4

Section—3- - sSection-39-71—25827-MEA7-is-amended-to—read:—-

439-31-25682s--Pindinga-and-perposez-{i{-Based-on-current
ttabtitties-and-actuariai-anaiysisy--an—-unfunded--tiabtiiey
presentiy-exists—-in-the-state-fund-with-regard-to-ctaims-for
injuries--resuleing-from-aceidents-that-occcurred-before-dJuly
17-19908;-and-it-may-inereaser-White--tegistative——action——is
requited-—to——carrect-—the-canses-of-the-unfunded-izabiticyr
those-actiens-witi-not-provide-sufficient--funda--to--permit
the--—state---fund--to--pay--its--existing--trabitities——-and
obiigations-in-a-timeiy-manner-from-premium~--and--investment
income——-avaitabie—-te--the-——atate--fund---Phereforery--it——%s
necessary—-to--provide-a-souree other-sources of-funding-for
the-unfunded-ttabitity-in-addition-to-premium-and-investment
incomes

t2¥——Fhe-poiica-power—-of-the-ntate-extends-ta-ati--great
pubiie-—-needss~-Phe--states;--in—-the——exercise-of-its-potice
powerr—has-determined-that-it--ia-—greatiy--and-—-immediatety
necessary-—-to—--the---pubiic---welfare-——-to--make--workers*
eompensation-insuranee-avaitable-to--ali--employers——through
the-state-fund-as-the-insurer-of-itast-reserts-In-making-this
tnsurance---avaitabter—-the--state--fund--has——incurred--the
unfunded-tiahittey-described-tn-asnbsection-tiyr——-Fhe--burden

of--thta--unfunded--itabitity--shonid-not-be-borne-soieiy-by

-4- HB 504
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these-employers-who-have-insured-with-the-state-fund-because
the-availability-of-insurance-to-ati-employers—-through--the
scate—-fund--hans--beneficed--ali-empioyers-who-have-workerst

compenpation—-coveragerr-nor-should-this--unfunded--tiabiiity

be-barne-oniy-by-empinyerss FThereforer-nii-empitoyers-and-ati
empioyees wha--have;—enpioynenta——covered--by--ehe-workers*
compensation-taws—-sheuid-share-in—-the-cost-of--the-—unfunded
tiabitityr
{33--Che---purpose---of-—-this--part——is—-to—-provide--a
supplemental-source sources of-financing--for--the--unfunded

iiabiiityc®

SECTION 2. SECTION 39-71-2501, MCR, IS AMENDED TQ READ:

®39-71-25%01. 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" includes an officer, employee, or

elected public official of the United States, the state of

Mcontana, or any political gubdivision 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.
t2¥(3) (a} "Employer” has--the--meaning--set--foreth--in
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39-7+-3¥7 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)) IEf 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.

t3¥(4) T"Payroii Emplover's payroll” means the--payreii

of--an-employer wages paid for each of the calendar quarters
ending March 31, June 30, September 30, and December 3l7-for
ati-empioyments—covered-under-39-71-46%,

t4¥(5) “State fund" means the state compensation mutual
insurance fund.

t5¥({6) "“Tax" means the workers' compensation payroii

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, 1990,

+63{7) "Tax account” means the workers' compensation
tax account created by 39-71-2504.

{4} "Wagea" means ail remuneration Eor services

performed by an employee for an employer, including the cash

value of all remuneration paid in any medium cther than

cash. The term does not include remuneration paid:

{a) for casual labor not in the course of the

employer's trade or business performed in any calendar

—6- HB 504
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quarter by an employee uynless the cash remuneration paid for

the service is $50 or more and the service is performed by

an individual! whe is regularly employed by the employer to

perform the gervice. For purposes of this subsection (B}(a]},

an_individual is considered to be reqularly employed by an

employer during a calendar guarter 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 employer for some

portion of the day; and

{ii) the individual was regularly employed, as

determined under subsection (8)(a)(i), by the employer in

the performance of service during the preceding calendar

guarter;

{b) for services not in the course of the employer's

trade or business, to the extent that remuneraticn is paid

in aany 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 request of and for the convenience of

the employer;

(¢) to or Eor 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, hogpitalization insurance fqr the employee

or the employee's dependents, and employees' club
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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. Pindings and purpose. (1) Based on current
liabilities and actuarial analysis, an unfunded liability
presently exists in the state fund with regard toc 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
abligations in a timely manner from premium and investment
income available to the state fund. Therefore, it 1is
necessary to provide a-source 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 publie 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 1llability described in subsection {1}. The burden

-8- HB 504
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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 empioyers—--whe-—have--weorkers*

compensation—--coverages those receiving compensation in

Montana. This unfunded liability should not be borne only by

employers., Therefore, all employersa, employees, sole

proprietors, subchapter 5. corporation shareholders,

partners of partnerships, and members or managers of limited

liability companies whe-—have--empioyments--covered-by-the

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

{3) The purpose of this part is to provide a
supplemental seunree sources of financing for the unfunded
liability."

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

®39-71-2503. Workers' compensation payroi} OLD_ FUND
LIABILITY tax and-wage-eax. {1} (a) There is imposed on each

employer a workers' compensation payroii OLD PUND LIABILITY

tax in an amount equal to 6=-28¢ % 0.28%, PLUS THE

ADDITIONAL AMOUNT OF PA¥RERE OLD FUND LIABILITY TAX PROVIDED

IN [SECTION 5 3 5), of the employer's payroll in the

preceding calendar quarter for-ati-empleyments-covered-under

39-73-40%, except that if an employer is subject to

15-30-204(2), the tax is an amount equal to 6728¢ 4 0.28%,

—g- HB 504
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PLUS THE ADDITIONAL AMOUNT OF PA¥RObL OLD FUND LIABILITY TAX

PROVIDED IN [SECTION 5 3 5), of the employer's payroll in

the preceding week.

thy--Fhere——ia-—-imposed--on--each——-empioyee—-a——workeprst

compensation-wvage-tax in-—an—-amount--equat--to—-14—-ofy--AS

PROVEBRD--IN--{SREFION--537--6N the-enpioveeis-wages—-in-the

preceding-catendar-gquarter-for-aii-empioyments-covered-under

39-33-481iv-Por-the-purpese-of-this-taxy--a--aeie——-preprietor

shali---pay-—--oniy---the-—-employeris-—-payroli--tax——-on—-the

proprietoris-own-employments FPhis-payraii-taxr BR--A--WORKING

PARENER-OF-A-FARTNERSHIP-WHO-ELEE?S-0OVERAGE-UNDER-39-71-403

SHALL—-PA¥-ONL¥-PHE-EMPLOYER1S-PORTION-OF —FHB-PAYROLE-FA¥-ON

PHE-90LB-PROPRIRYORLI-OR-WORKING-PARTNERLS-OWN-BMPHO¥MENT A

CORPORAPB-OFPPICER-WHO-1S-ALSO-AN-EMPHOY¥ BE-OP-PHE-CORPORAPION

ANB-EIS-ENGAGED-IN--A-—COVEREB--EMPLOYMEN®y--A9--PROVIDHB--IN

39-71-401y--SHAbb--PA¥——-ONL¥--FHE-- AMPEOYER+S-PORTION-OF-FHB

PA¥RObb-FPAX—ON-PHB-CORPORAPE-OPPICHR* 9 -OWN-——EMPROYMENT® s ~-Abb

©PHHER - -EMPLO¥ERS - -OF - -A-EORPORATION; - 56EE-PROPRIEFORSHIP, -BR

PARYNERSHIP-SHARL-PAY-FPHE--WAGE— —FAN--AS--REQUIREB--IN--PHES

SBEFPION=

tey—-Phese--taxes (B) PHIS-PA¥RebbL THERE IS 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 5], ON

-10- HB 504
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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 OQF A PARTNERSHIP, AND ON EACH MEMBER OR

MANAGER QF A LIMITED LIABILITY COMPANY A WORKERS '

COMPENSATION OLD FUND LTABILITY TAX, AS PROVIDED IN [SECTION

5], ON THE PROFIT OF EACH SEPARATE BUSINESS OF A SOLE

PROPRIETOR AND ON THE DISTRIBUTIVE SHARE OF ORDINARY INCOME

OF EACH SHARFHOLDER, PARTNER, OR MEMBER OR MANAGER,

(D) A CORPORATE OFFICER OF A SUBCHAPTER S. CCRPORATION

WHO RECEIVES WAGES AS AN EMPLOYEE OF THE CORPQRATION SHALL

PAY THE OLD FUND_ LIABILITY TAX ON BOTH THE WAGES AND ANY

DISTRIBUTIVE SHARE OF ORDINARY INCOME AT THE EMPLOYEE RATE.

TBE SUBCEAPTER 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 TEST UNDER SECTION S542(A){2)

OF THE INTERNAL REVENUE CODE AND RECEIVES WAGES AS AN

EMPLOYEE OF THE CORPORATION IS REQUIRED TO PAY THE QLD FUND

LIABILITY TAX ONLY ON THE WAGES RECEIVED. THE CORPORATION IS

NOT LIABLE FPOR THE TAX ON THE CORPORATE OFFICER'S WAGES.

{F) THIS QLD FUND LIABILITY TAX muat 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. 1f one or more lcans or bonds are outstanding,

-11- HB 504
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the-tax--must--be-—sontinuned--at--the--8+284—-rate-~-and the
legislature may not modify-the-tax-rater-the-use-of-the-tax
proceedsy—or—this-seetion-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 a tax or reduce the a tax rate for any 12-month period
if the workers' compensation bond repayment account contains
on the firat 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., Fhe-iegisiature-may-not-increase
the-tax-rate-except-uponr-a-two-thivrds-vote-of-each-housex
+b¥td3t€9{G) Each employer shall maintain the records
the department requires concerning the empteyerls-payreii

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 buginess hours.

+8)--AN-HMPEO¥EE-BORS --NOF—-HAVE~--ANY ~-RIGHP--OFP--AEPIEN

AGAINST-AN-EMPHOYER-FOR-ANY-~MONRY - BEPUETED-AND-WITHHELD - PRE6M

PHBE--EMPEO¥BE+ B-WAGES-AND-PAID-PO-PHE-SFAFR-IN-COMPEIANCH-OR

INTENBED-COMPLIANCH-WIFH-YHE9-BEBEPIONT

Py --PHR- BAPEOY¥BR-¥5-LIABELB-PO-FHE- SPAPH-POR-ANY - ~AMBENT

OP--WAGH—PANES - PLUS- INPERESP-ANB—-PENAETP¥y ~-WHEN-PHER-BEMPLOY ER

-12- HB 504
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PAXHLS-PO-WEPHHOLD—PROM-AN-EMPROYERLS-WAGES-OR-FAELI-TO-REMIF

FO-PHE-STAPH-PHE-WAGE-PAX-REQUIREB-BY-FPHIS-SECTION~

{H) AN EMPLOYEE DOES NOT HAVE ANY RIGHT OF ACTIQN

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.

(1) 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.

{J) A SOLE PROPRIETOR, SUBCHAPTER S. CORPORATION

SHAREHOLDER, PARTNER OF A PARTNERSHIP, OR MEMBER OR MANAGER

OF A LIMITED LIABILITY COMPANY IS5 LIABLE TO THEE 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
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 empioyers PERSONS and

empioyees 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
subsecticn (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-additien-shmil withhoid

from-an-empioyeets--wages——the--wage--tax--provided-—fer——in

Subsection——{iy{by-——and--pay--it——te-—-the—-department RBMI¥®

WEFHHOLDBING - -POR--EMPLOYEES L -WAGE-PAXES-AP-PHE-SAMB-PIME AND

IN ADDITION SHALL REMIT WITHHCOLDINGS 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 (1)(a) and

shaitt--semit--withhoidings——for-employeesi-wage-taxes-at-the

same-gime AND SHALL REMIT WITHHOLDINGS FOR EMPLOYEES' OLD

FUND LIABILITY TAXES AT THE SAME TIME,

{c) A-—tax--payment Pax--payments A--PAX--PAYMENP TAX

PAYMENTS required by subseection subsections SUBSEEPION

SUBSECTIONS (1}(a) and-f:ytb} AND {1} (B) must be made with

the return filed pursuant to 15-30-204. The department shall
Eirst 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.

(D) TAX PAYMENTS DUE FROM SOLE PROPRIETORS, SUBCHAPTER

5. CORPORATION SHAREHOLDERS, PARTNERS OF PARTNERSHIPS, AND

~14- HB 504



W o~ oW

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

HR 0504/0S

MEMBERS QR _MANAGERS OF LIMITED LTABILITY COMPANIES MUST BE

MADE WITH AND AT THE SAME TIME AS THE RETURNS FILED PURSUANT

TO 15-30-144 AND 15-30-241l. THE DEPARTMENT SHALL FIRST

CREDIT A PAYMENT TO THE LIABILITY UNDER 15-30-103 OR

15-30-202 ARD_SHALL THEN CREDIT ANY REMAINDER TO THE

WORKERS' COMPENSATICN 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 wiiifniiy 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 cantinued confidentiality of the information.

(6) The department of labor and industry and the state
fund shall, on July 1, 1991, or as scon after that date asa
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 1labor 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
purpase 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
overpayment, statute of limitations, penalties, ESTIMATED
TAXES, and-department rulemaking authority apply to the eax

eaxesy TAX, TO ee employers, empleyeesy 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

FOR__INJURIES RESULTING FROM ACCIDENTS OCCOURRING BEFORE JULY

1, 1990. (1) BEGINNING JUOLY 1, 1893, THE STATE FUND SHALL

PAY POR THE_COST OF ADMINISTERING AND PAYING CLAIMS FOR

INJURIES RESULTING FROM ACCIDENTS THAT OCCURRED BEFORE JULY

l, 19950, NOT COVERED BY ANY OTHER PFUNDING SOURCE, BY

BORROWING FROM THE RESERVES ACCUMULATED FROM PREMIUMS PAID

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

l, 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 PRQVIDED IN 39-71-2354, WILL

~-16- HB 504
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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 TG BE

BORROWED BY THE STATE FUND MUST BE FCRWARDED 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 SCHEDILE MUST INCLUDE BUT IS NOT LIMITED TO

TOTAL PROJECTED LIABILITY PAYMENTS, LOANS AND BOND DEBT

PAYMENTS, REVENUE FROM THE EMPROYER--PA¥ROBE OLD FUND

LIABILITY TAX ANB--EMPLOY¥BE--WAGH--FA¥X PROVIDED FOR 1IN

39-71-2503, PROJECTED FISCAL YRAREND CASH, AND THE PROJECTED

PISCAL YEAREND CASH FOR THE YEAR 2863 2007.

(B} (1) THERE IS IMPOSED ON EACH EMPLOYER A WORKERS'

COMPENSATION PA¥RObb OLD FUND LIABILITY TAX AND-6N-BACH

BMPLOYEE-A-WORHBRSL -COMPHNGAPION-WAGH--PAX AS PROVIDED 1IN

39-71-2503, FOR PISCAL YEAR 1994, THE EMPLOYER PA¥ROhL OLD

FUND LIABILITY TAX IS AN AMOUNT EQUAL TO 0.5% OF THE
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EMPLOYER'S PAYRCLL IN THE PRECEDING CALENDAR QUARTER POR-AbLD

EMPLOYMENYS--COVERED-BY-39-71-481. POR-PISCAL-¥BAR-1994y-FHE

EMPLOYEB-WAGB-PAK -~ IS-AN-AMOUNT-BOUAL-P0-055%—-08+224——OP-—-FHB

EMPEO¥ERL3--WAGHS - —IN*?HE-PRBEEBEHG—EA!:BNBAR—QB“T—PSR-ABE:

EMPEOY¥MEN?S-COVEREB-BY¥-39-71 403~

(II) FOR FISCAL YEAR 1994, THE EMPLOYEE OLD FUND

LIABILITY TAX IS AN AMOUNT EQUAL TO 0.2% OF THE EMPLOYEE'S

WAGES 1IN THE PRECEDING CALENDAR QUARTER.

(I11) FOR THE TAX YEAR BEGINNING AFTER DECEMBER 31,

1992, THE OLD FUND LIABILITY TAX IS AN AMOUNT EQUAL TO 0.1%

ON TEHE PROFIT OF EACH SEPARATE BUSINESS OF A SOLE PROPRIETCR

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. FPOR TAX YEARS BEGINNING AFTER DECEMBER 31, 1993,

THE OLD FUND LIABILITY TAX RATE IS INCREASED FROM 0.1% TO

0.2%, EVERY PERSON SUBJECT TO TAXATION UNDER THIS SUBSECTION

{2)(B){ITI) SHALL PAY A MINIMUM TAX OF NOT LESS THAN §25 PER

ENTITY,

£¥¥$(IV) THE RATE OF THE EMPLOYER PA¥RObEE OLD FUND

LIABILITY TAX DETERMINED BY THIS SECTION INCLUDES THE 0.28%

EMPLOYER PA¥ROBL OLD FUND LIABILITY TAX PROVIDED FOR IN

39-71-2503,

tEEE¥(V) {A) THE EMPLOYER PA¥Reébh OLD FUND LIABILITY

TAX THAT IS IN EXCESS COF THE 0.28% TAX PROVIDED FOR IN

-18- HB 504
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39-71-2503 ANB~PHE-EMPLOYBE-WASE-FAK-FERMINAPE TERMINATES AT

THE END OF FISCAL YEAR 2083 2007.

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

PAY OUTSTANDING BONDS OR IF NO BONDS ARE OUTSTANDING, THE

PAYRBEE OLD FUND LIABILITY TAX MAY NOT BE IMPOSED AFTER THE

END OF FISCAL YEAR 2663 2007.

t¥V{VI) THE BMPLOY¥BR-PA¥ROLL OLD FUND LIABILITY TAX ANB

THE-BMPHOYBH-WAGE-PAX DESCRIBED IN THIS SECTION MUST BE

COLLECTED AND DEPOSITED AS PROVIDED 1IN 39-71-2503 AND

39-71-2504.

{3) IF IN ANY JANUARY THE CUMULATIVE PROJECTED AMOUNT

TO BE BORROWED BY THE STATE FUND PROM RESERVES ACCUMILATED

FROM PREMIUMS PAID TO THE STATE FUND BASED ON WAGES PAYABLE

ON OR AFTER JULY 1, 1990, TC ADMINISTER AND PAY CLAIMS FOR

INJURIES RESULTING FROM ACCIDENTS THAT OCCURRED BEFPORE JULY

1, 1990, NOT INCLUDING ANY OUTSTANDING BONDS AS OF [THE

EFFECTIVE DATE OF THIS ACT)] EXCEEDS $56 $80 MILLION FOR TEE

POLLOWING FISCAL YEAR, THE TAX RATE ON THE EMPLO¥HR PERSONS

SUBJECT TO THE OLD FUND LIABILITY TAX AND-EMPLO¥BR 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 BMPLO¥HR PERSONS SUBJECT TO THE

OLD FUND LIABILITY TAX AND-BMPbLOY¥BR MUST BE REDUCED BY 0.05%

FROM THE CURRENT TAX RATE FOR THE POLLOWING FISCAL YEAR.
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{4) THE TOTAL TAX ON EMPLO¥HRS THE PERSONS SUBJECT TO

THE OLD FUND LIABILITY TAX MAY NOT EXCEED 0.75%7y-ANB-PHE

POTAL-WAGH-FAN-ON-EMPLO¥RES-MAY -NOF-ENCEEDB-B-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 1

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

Section 6. Ssection 39-71-2504, MCA, is amended Lo 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 teax 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 such money depcsited in the workers’
compensation tax account muat 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' 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
injuriea resulting from accidents that occurred before July

1, 19%¢6."

SECTION-7 - -SBOPION- 1530207~ Ml — I9--AMBNDBD- TO-READ—

435-39-287v-~Annual-statenent——by--empioyers-—tijy--Every
enpioyer—-shatiy-on-or-before—Pebruary-20-in-each-yeary—£fiie
with-the-department--a--wage——and--tax-~statement--for--each
empioyee--in--such--form-and-summarizing-such-information-as
the-department-requiresy-inetuding-the-tetai-wages--paid-—te
the-—empioyee—during-the-preceding-caliendar-year—-or-any-part
thereosf-and-showing—the-totat-amount-eé-the--federat-—-income
tax--deducted--ond--withhetd--from--such-wages-and-che-total
nnount-ef—tse-ta:-deducted—and—withheid-therefren—under--the
provisions-of-15-36-201-through-15-36-269 and-39-73-25683+

t2y-~Fhe-—-annuai--stacement--fited--by—-an-empieyer-with
respect-to--the-—wage—-payments—-reported-—-constitutes—-faid
compiiance--with——the—-requirements-o£f-15-38-381x-retating-te
the--duties--of-—-information-—-agents;--and-——no-—--additional
informatien--return-—in-—required--with-respect-to-such-wage

paymentsy
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t3)—in-addition-te-any-other-penaity-provided--by—-tawy
the--fairture--of--an——empioyer--to--furnish--a--seatement-as
required-by--aubseection-—-{i}--subjects--che—-enployer—-to--a
penatty--of——95-~for-ench-faiturer-provided-that-the-minimum
penaity-for-fatiure-to-filte-the-statements—-required--snp—-or
before—--February--28—-of-each-year—-shati-be-$56--Fhis-penaity
may-be-abated-by-the—departmesnt-upon-a-showing-ef-good-caunse
by-the-empioyer —Phe-penaity-may-be-cotiected——in—-the--same

nanner-ss-are-cther—tax-debta:2

SECTION- 8- - 5909ION- 39— 1—406-~ MO~ 15 AMBNDED- PO~ -READ+—

239-F1-486-——Deduction-from-wages-of-any-part—-of-premiam
a--misdemeanor--it-is-untawfui-for-the-empioyer-to-deduet-or
ohtain-any-part-of-any-premium-required-te-be-paid--by--this
chapter--from——the-wages-ar-earnings—-of-his-werkerasr-and-the
making——or--attempt—-—-to--make—-any--such--deduction-———-is——-a

misdemeanor: The-employee-wage-tax-unnder-39-73-2503-ts-not-a

premium—-for-the-purpose—of-this-section:®

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

®15-30-207. Annual statement by employer. (1) Every
emplcyer 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 o©of the tax deducted and withheld therefrom under the
provisions of 15-30-201 through 15-30-209 and 38-71-2503.

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

®39-71-406. Deduction from wages of any part of premium
a migdemeanor. It ias 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 the employer's
workers, and the making or attempt to make any such

deduction is a misdemeanor. The workers' compensation old
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fund liability tax under 39-71-2503 is not a premium for the

purpose of this gection.*®

SECTION 9. SECTION 39-71-2354, MCA, 1S AMENDED TO READ:

*39-71-2354. Use of payroitr old fund liability tax

proceeds -- loans -- bonds. (1) Taxes collected under
39-71-2503 may be used only to adminiater 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. 1If
the state fund determines that, for the next 1 or more years
following the date of the-determiration, the tax revenue,
together with funds in the account required by 35-71-2321
Eor <¢laims 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
i8 necessary. If the budget director agrees with the state
fund's board of directors that additional funding is
necegsary, the budget director shall certify to the board of
investments the amcunt that the budget director detérmines
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

inveatments shall, at times and in amounts it considers
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necegsary or advisable, finance the amount certified by the
budget director by giving the state fund the proceeds of a
lcan or a bond issue to administer ahd pay claims for
injuries regulting 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 in-—the

pooied-investment-fund-required-by-17-6~203 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.
Bonds for the state fund must be workers' compensation bonds
issued under 39-71-2355.

(é) The total amount of 1loan 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 inveatments 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 jinvalid 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.

HEW-SEEEEoN: - - SEETION- 10— - APPROPRIADIONG - «3- PHERE-- IS5

APPROPRIAPED--5657600-PROM-THE-WORKERS+ -COMPENSATION-PA¥ROEL

PAN-ACCOUNT-PO-PHE-SPATE-AUBIPOR-POR-PISCAL-¥HAR-1993¢

t24--PHERE-1S-APPROPRIATED--3477196--PROM-——PHE--WORKERS*

EOMPENSATION-——PAYROLb--FAX--ALCOUNP-~P0-~PHE--DHPARPMENT?--OF

REVENUE-FPOR-PISEAL-¥ERAR-19583<

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 QLD FUND LIABILITY TAX. THE UNEXPENDED

BALANCE OF THIS APPROPRIATION IS REAPPROPRIATED FOR THE SAME

PURPOSE TQ THE DEPARTMENT OF ADMINISTRATION FOR FISCAL YEAR

1994.

{2) THERE IS APPROPRIATED 547,190 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 15 APPROPRIATED $170,000 IN PFISCAL YEAR 1994

AND $120,000 TN 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,

NEWw SECTION. SECTION 12. CODIFICATION INSTRUCTION.

[SECTION 5 3 5] 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 5 3 5].

NEW SECTION. Section 13. Applicability. THe &niployee s
wage—tax ANB-FPHE FHE-INEREASH-IN-THE--BEMPLO¥BR--PA¥RELE THE

EMPLOYERS' AND THE EMPLOYEES' PORTIONS OF THE OLD FUND

LIABILITY TAX imposed by [secetien-4 SECTIONS 4-ANB-5 2-ANB-3

4 AND 5] commences-with-the-calendar-—-quarter——ending--March

3t7-1993 €OMMENEE €OMMENEES COMMENCE ON JULY 1, 1993,

NEW SECTION. SECTION 14, RETROACTIVE APPLICABILITY.

THE WORKERS' COMPENSATION OLD FUND LIABILITY TAX IMPQSED CON

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

1693 LEGISLATURE THAT IS INTENDED TO BE CODIFIED IN TITLE

39, CHAPTER 71, THE CODE COMMISSIONER 1S DIRECTED TO CHANGE

THE PHRASE TG "OLD FUND LIABILITY TAX",
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~End-
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NEW SECTION. Section 16, Effective date. [This act] is
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