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"' tJ.t'';:::,, 60[ , 

A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING 

lfORl(ERS' COMPENSATION LAW; DESIGNATING THE STATE POND AS A 

STATE AGENCY UNDER THE CONTROL OF THE EXECUTIVE BRANCH; 

ELIJtINATING THE STATE FUND BOARD OF DIRECTORS; CREATING AN 

ASSIGNED RISK PLAN; REOUIRING IIAIIDATORY PREJllUJt INCREASES; 

INCREASING THE EJtPLOYER PAYROLL TAX AND CREATING AN EJtPLOYEE 

WAGE TAX TO BE USED TO REDUCE THE UNFUNDED LIABILITY OF THE 

STATE FUND; AJtENDING SECTIONS 39-71-431, 39-71-2311, 

39-71-2312, 39-71-2313, 39-71-2316, 39-71-2317, 39-71-2320, 

39-71-2321, 39-71-2340, 39-71-2351, 39-71-2354, 39-71-2501, 

39-71-2502, 39-71-2503, AND 39-71-2504, JlCA; REPEALING 

SECTIONS 2-15-1019, 39-71-2315, AND 39-71-2318, JtCA; AND 

PROVIDING AN IMIIEDIATE EFFECTIVE DATE." 

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

Section 1. Section 39-71-2311, MCA, is amended to read: 

"39-71.-2311. Intent and purpose of pl.an. It is the 

intent and purpose of the state fund to allow employers the 

option to insure their liability for workers' compensation 

and occupational disease coverage with a-aataa¼ an insurance 

fund. ~he-state-tand-is-r~aired-ta-insare-any--e■player--¼n 

this--state--r~aeet¼ng--eowerageT--and--tt--■ay--not-retaae 
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eo•era9e-£or--aft--eapioyer--uft¼esa--an--asa¼9ned--r¼sk--p¼an 

eatabliahed--ander--39-~t-43t--ia--in-ettect. The state fund 

■ust be neither more nor less than self-supporting. Premium 

rates must be set at least annually at a level sufficient to 

ensure the adequate funding of the insurance program, 

including the costs of administration, benefits, and 

adequate reserves, during and at the end of the period for 

which the rates will be in effect. In determining premium 

rates, the state fund shall make every effort to adequately 

predict future costs. When the costs of a factor influencing 

rates are unclear and difficult to predict, the state fund 

shall use a prediction calculated to be more than likely to 

cover those coats rather than less than likely to cover 

those coats. Unnecessary surpluses that are created by the 

i■position of premiums found to have been set higher than 

necessary because of a high estiaate of the cost of a factor 

or factors may be refunded by the declaration of a dividend 

as provided in this part. For the purpose of keeping the 

state fund solvent, it must i■ple■ent variable pricing 

levels within individual rate classifications to reward an 

employer with a good safety record and penalize an employer 

with a poor safety record. An employer's payroll reporting 

and premium history and other relevant factors may also be 

considered in implementing variable pricing levels.• 

Section 2. Section 39-71-2312, MCA, is amended to read: 

-2- Wct.0'+-
1NTRo»ucEn BILL 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1443/01 

"39-71-2312. Definitions. Unless the context requires 

otherwise, in this part the following definitions apply: 

tlt--•Board•-aeana-the-board-af-direetars-of--the--atate 

e~n••~¼on---•u~aa¼---¼naaranee---fand---pre•¼ded--Eer--¼n 

i-i5-i8i9T 

titill "Department• means the 

adainiatration provided for in 2-15-1001. 

t3till "Executive director• aeans the 

department of 

chief executive 

officer of the state c011pensation matttai insurance fundL 

appointed by the governor. 

t•till "State fund" means the state compensation atrt:ttai 

insurance fund provided for in 39-71-2313. It is also known 

as coapensation plan No. 3 or plan No. 3." 

Section 3. Section 39-71-2313, MCA, is amended to read: 

"39-71-2313. State .,._nsation mtttttai insurance fund 

created. There is a state compensation aaeaa¼ insurance fund 

known as the state fund that is a nonprofit7--independent 

pab¼ie--eorpofa~¼en state agency established for the purpose 

of allowing an option for e11ployers to insure their 

liability for workers• coapensation and occupational disease 

coverage under this chapter.• 

Section 4. Section 39-71-2316, MCA, is amended to read: 

"39-71-2316. Powers of the state fund - ruleaalr.ing. 

For the purposes of carrying out its functions, the state 

fund aay: 
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(1) insure any employer for workers' compensation and 

occupational disease liability as the coverage is required 

by the laws of this state and, in connection with the 

coverage, provide employers• liability insurance. The state 

fund may charge a minimum yearly premium to cover its 

administrative costs for coverage of a small employer. 

(2) sue and be suedi 

(3) adopt, amend, and repeal rules relating to 

conduct of its business; 

the 

(4) ezcept as provided in section 21, Chapter 4, 

Special Laws of May 1990, enter into contracts relating to 

the ad.ministration of the state fund, including claims 

management, servicing, and payment; 

(5) collect and disburse money received; 

(6) adopt classifications and charge premiums for the 

classifications so that the state fund will be neither more 

nor less than self-supporting. Premium rates for 

classifications may only be adopted and changed using a 

process, a procedure, formulas, and factors set forth in 

rules adopted under Title 2, chapter 4, parts 2 through 4. 

After atteh the rules have been adopted, the state fund need 

not follow the ruleaaking provisions of Title 2, chapter 4, 

when changing classifications and premiua rates. The 

contested case rights and provisions of Title 2, chapter 4, 

do not apply to an employer's classification or premium 

-4-
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rate. The state fund must belong to the national council on 

compensation insurance and shall use the classifications of 

employment adopted by the national council and corresponding 

rates as a basis for setting its own rates. 

(7) pay the amounts determined due under a policy of 

insurance issued by the state fund; 

(8) hire personnel; 

(9) declare dividends if there is an excess of assets 

over liabilities. However, dividends may not be paid until 

adequate actuarially deterained reserves are set aside. If 

those reserves have been set aside, money that can be 

declared as a dividend aust be transferred to the account 

created by 39-71-2321 for claims for injuries resulting frOlll 

accidents that occurred before July l, 1990, and used for 

the purposes of that account. After all claims funded by 

that account have been paid, dividends may be declared and 

paid to insureds. 

t¼8t-perfora-a¼¼-fnnetiona-and-e•ereiae-a¼¼-powera-of--a 

d-e•tie--antna¼-inanrer-tbat-are-neeeaaaryy-appropriatey-or 

eon•entent-fer-the-adlll¼nietrat¼on-of-the-state-£andT• 

Section 5. Section 39-71-2317, MCA, is amended to read: 

"39-71-2317, Appointaent of executive director 

aanagement--ataff advisory council. ill The board governor 

shall appoint an executive director of the state fund who 

has general responsibility for the operations of the state 
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fund. The executive director must have executive level 

experience, with knowledge of the insurance industry. ~be 

e~een~i•e-direeter-atts~-reeei•e-eompensatien-aa-ae~--by--the 

beard--and-aer•e-at-tbe-p¼eaaare-of-tbe-board~-~be-e•eeati•e 

direetor-aay-bire-tbe-management-ataff-of--tbe--state--fandy 

eaeh--of--whom--ser•ea--at--the--p¼easure--of--ehe-eKeeaeive 

director. 

{2) The governor may appoint an adviso~y council 

2ursuant to 2-15-122," 

Section 6. Section 39-71-431, MCA, is amended to read: 

"39-71-431. Assigned risk plan. (l) Po¼¼owing-the-date 

on-wbieb-tbe-pro•iaiona-of-39-i¼-i3¼¼-tbr-gb-39-?¼-i3i8-•nd 

39-i¼-i33i-are-iapiemented-bat-no-¼ater--tban--Beeeaber--3¼y 

¼998y--tbe--eomaia■ioner--of--tbe--deportaent--of--¼aber-and 

indnatry-aay-order-tbe-eatab¼iallaent--of--and--adminiater--a 

p¼an--to--eqaitab¼y--apportion--amon9--tbe--state-fnnd7-p¼an 

NoT-3y--and--privaee--¼naareray--p¼an--NoT-iT--ehe--ee•erage 

reqnired-by-tbia-ebapter-for-eap¼oyera--who--are--nnab¼e--to 

proeure--eoverage--throagh--ord¼nary-aethedaT-*n-deeermin¼ng 

wbetber-to-order-an-a■ai9ned-risk-p¼an--to--be--estab¼iabed7 

tbe-eo-isaioner-aha¼¼-eonaider-tbe-effeet-a-p¼an-woa¼d-ba¥e 

on--the--■•ai¼abi¼it7-of-workera~-eompenaatien-±nsuranee-and 

the--need--to--pre•¼de--eompetitive--workersi---eompenaation 

pre■iam---ratea---for---eap¼oyers--in--this--state~--if--the 

e&11111¼aa¼oner-ordera-the-establiahlllent-0£--an--aasi9ned--r¼s~ 
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pian7--it--aay--nat--take--effeet--~nti¼--at--ieaat-6--ntha 

fe¼¼owin9-the-eoaa¼ssiofter~a-order-erea~in9-tfte-piaftT ~ 

is an assigned risk plan. The commissioner of insurance 

shall ensure that artificially low caps on premium rates are 

not established with respect to any employer obtaining 

insurance through the assigned risk plan. 

(2) All plan No. 2 insurers and the ■tate fund shall 

subscribe to and participate in the assigned risk plan. 

(3) If an insurer refuses to accept its equitable 

apportionaent under the assigned risk plan, the commissioner 

of insurance 111ay suspend or revoke the insurer's authority 

to issue workers' compensation insurance policies in this 

state. 

(4) if--an--assi9fted--ri■k--p¼an--ie-estaDiished-and-in 

effeet7-the The state fund, plan No. 3, is not required to 

insure any employer in this state requesting coverage, and 

it may refuse coverage for an eaployer, ezcept for a state 

agency. 

(5) if--an--assi9ned--ri■k--pian--i■-e■taD¼iahed-and-in 

effeet7-an An employer who i ■ refused the coverage required 

by this chapter by the state fund, plan No. 3, and by at 

lea■t two private insurers, plan No. 2, aay be assigned 

coverage by the c~is■ioner under the aasigned riak plan 

pursuant to the procedure established by the coaaiasioner 

for the equitable apportionaent of coverage.• 
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Section 7. Section 39-71-2320, MCA, la amended to read: 

"39-71-2320. Property--of--the Money paid to state fund 

inveataent required. All premiums and other money paid to 

the state fund, all property and securities acquired through 

the use of money De¼onging ~ to the state fund, and all 

interest and dividends earned upon money belonging~ to 

the state fund are-t~e-so¼e-property-af-the-■tate--fand--and 

must be used exclusively for the operations and obligations 

of the state fund. The money collected by the atate fund may 

not be used for any other purpose. However, state fund money 

must be invested by the board of investments provided for in 

2-15-1808." 

Section 8. Section 39-71-2321, MCA, is amended to read: 

"39-71-2321. What to be deposited in state fund. (l) 

All premiwu, penalties, recoveries by subrogation, ioterest 

earned upon money Deianging ~ to the state fund, and 

securities acquired by or through use of the money must be 

deposited in the state fund. They must be separated into two 

accounts baaed upon whether they relate to claims for 

injuriea re■ulting from accidents that occurred before July 

1, 1990, or clai .. for injuries resulting from accidents 

that occur on or after that date. 

(2) The proceeds of bonds issued and loans given to the 

state fund under 39-71-2354 and 39-71-2355 must be deposited 

in the account for claims for injuries resulting from 

-8-
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accidents that occurred before July l, 1990." 

Section 9. section 39-71-2340, MCA, is amended to read: 

"39-71-2340. Collection in case of default. (l) If an 

employer under plan No. 3 defaults in any payment to the 

state fund, the state fund may collect the sum due in a 

civil action in the name of the state. The right of action 

is cumulative. 

(2) If an employer's right--te-eperate insurance has 

been canceled by the state fund for failure to pay premiums 

and the state fund finds that the property and assets of the 

employer are not sufficient to pay the premiums, the state 

fund may cOJ11proaise the claia for premiums and accept a 

payaent of an amount less than the total amount due.• 

Section 10. Section 39-71-2351, MCA, is amended to 

read: 

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

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

claills before and on or after tbat date. (l) An unfunded 

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

least the mid-l.980s 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) ~he In the past the legislature has deter■ined that 

it is ~ necessary to the public welfare to ■ake worker ■' 

-9-
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c0111pensation insurance available to all employers through 

the state fund as the insurer of last resortT-¼n, and 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 adainister 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 payroll 

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 

repayaent 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 froa accidents that occurred before July 

l, 1990. 

(3) The legislature further determines that in order to 

prevent the creation of a new unfunded liability with 

respect to clailllS for injuries for accidents that occur on 

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

should be clarified and legislative oversight of the state 

-10-
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fund should be increased." 

NEW SECTION. Section 11. Payaent of unfunded liability 

for injuries resulting froa accidents occurring before July 

l, 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 

l, 1990, not covered by any other funding source, by 

borrowing from the board of investments, from time to time, 

the aaount 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 fiscal year. 

(2) (a) In January of each year, the state fund shall 

forward to the budget director information pertaining to the 

aaount that the state fund will borrow for the ensuing 

fiscal year to pay for the coat of administering and paying 

clai- for injuries provided for in subsection (1), except 

that for fiscal year 1994, the information on the amount to 

be borrowed by the ■tate fund auat be forwarded to the 

budget director no later than 45 days prior to the start of 

the fiscal year. In addition, the state fund shall forward 

to the budget director the schedule of projected liability 

payments and cash needs on which the aaount to be borrowed 

is based. The schedule ■ust include but is not li■ited to 

total projected liability payments, loans and bond debt 
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payments, revenue fros the employer and employee payroll tax 

provided for in 39-71-2503, projected fiscal yearend cash, 

and projected yearend cash for fiscal year 2003. 

(b) (i) There is i■posed on each employer a workers' 

compensation payroll tax and on each employee a workers• 

compensation wage tax as provided in 39-71-2503. Por fiscal 

year 1994, the employer payroll tax is an U10unt equal to 

0.5\ of the -player's payroll in the preceding calendar 

quarter for all employments covered by 39-71-401. Por fiscal 

year 1994, the employee wage tax is an amount equal to 0.5\ 

of the employee's wages in the preceding calendar quarter 

for all employ■ents covered under 39-71-401. 

(ii) The rate of the employer payroll tax determined by 

this section includes and is not in addition to the 0.281 

employer's payroll tax provided for in 39-71-2503. 

(iii) The e■ployer payroll tax that is in excess of the 

0.281 -player's payroll tax provided for in 39-71-2503 and 

the employee wage tax terminate at the end of fiscal year 

2003. 

(iv) The employer payroll tax and the employee wage tax 

described in this section must be collected and deposited as 

provided in 39-71-2503 and 39-71-2504. 

(3) If in any January the projected amount to be 

borrowed by the state fund exceeds $50 million for the 

ensuing fiscal year, the tax rate on the employer and the 

-12-
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employee must be increased by 0,051 for that ensuing fiscal 

year over the current rate. If in any January the projected 

current fiscal yearend cash balance e~ceeds $20 million, the 

tax rate on the employer and the employee must be reduced by 

0,051 from the current rate. 

(4) The total payroll tax on employers may not exceed 

0,75\, and the wage tax on employees may not exceed 0.751. 

(5) The budget director shall certify the projected 

cash flow presented by the state fund and shall notify the 

department of revenue as to the rate of employee payroll tax 

and employee wage tax to be collected for the ensuing fiscal 

year. 

Section 12. Section 39-71-2354, MCA, is aaended to 

read: 

•39-71-2354. Ose of payroll tax proceeds - loans 

bonds. (1) Taxes collected under 39-71-2503 may be used only 

to administer and pay claims for injuries resulting from 

accidents that occurred before July l, 1990, including the 

cost of repaying bonds issued and loan proceeds given under 

39-71-2355 and this section, If the state fund determines 

that, for the next l or more years following the date of the 

determination, the tax revenue, together with funds in the 

account required by 39-71-2321 for claims for injuries 

resulting from accidents that occurred before July l, 1990, 

will be insufficient to administer and pay those claims, the 
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state fund may7-thre~9h-¼ts--rd-of-d¼reetora7 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 f~nd~a-boerd-of-d¼reetors that 

additional funding is necessary, the budget director shall 

certify to the board of investlll!nts the amount that the 

budget director deterainea is necessary to 

pay clai■s for injuries resulting from 

occurred before July 1, 1990. Except 

ad■inister and 

accidents that 

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 claias for injuries resulting from accidents that 

occurred before July l, 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 

investaents shall choose the ,...thod of financing that is 

most cost-effective for the state fund. A loan must bear 

interest at the rate the money would earn in the pooled 

investment fund required by 17-6-203. The board of 

investments may also, upon request of the board-o*-diree~ors 

ef--~he state fund, give the state fund the proceeds of a 

bond issue, to be used to pay off loans made under 

39-71-il55 and this section. Bonds for the state fund must 

-14-
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be workers' compensation bonds issued under 39-71-2355. 

(2) Tbe total AIIOunt of loan proceeds given to the 

state fund plus workers' c011.penaation 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 investaents before July 1, 2020.• 

Section 13. Section 39-71-2501, MCA, is amended to 

read: 

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

following definitions apply: 

(l) "Depart.aent• means 

provided for in 2-15-1301. 

the department of revenue 

(2) "Eaployee• ~~s the same meanin,i_ as ,E_rovided in 

39-71-118. 

titill "Employer• baa the meaning set forth in 

39-71-117. 

t3till "Payroll" aeana the payroll of an employer for 

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

September 30, and Deceaber 31, for all eaploymenta covered 

under 39-71-401. 

t•till "State fund" means the state coapensation -~-¼ 
insurance fund. 

t5tltl •Tax• or •taxes• aeans the workers' coapenaation 

payroll tax and e1111loyee wage tax provided for in 
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39-71-2503. 

t6t.ill NTa~ account• means the workers' compensation 

tax account created by 39-71-2504. 

(8) •wages• has the same meaning as provided in 

39-71-123." 

Section 14. Section 39-71-2502, MCA, is amended to 

read: 

"39-71-2502. Pindinga 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 reaulting from accidents that occurred before July 

1, 1990, and it aay 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 

obligation■ in a timely manner from premium and investment 

inc0111e available to the state fund. Therefore, it is 

necessary to provide e-searee 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 need■ • The state, in the exercise of its police 

power, haa deterained that it is greatly and immediately 

necessary to the public welfare to make workers• 

coapenaation insurance available to all employers through 
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the state fund as the insurer of last resort. In making this 

insurance available, the state fund has incurred the 

unfunded liability described in subsection (l). The burden 

of this unfunded liability should not be borne solely by 

those employers who have insured with the state fund because 

the availability of insurance to all employers through the 

state fund !µls benefited all employers who have workers• 

c011pensation coverage, nor should this unfunded liability be 

borne only by employers. Therefore, all employers and all 

employees who have employments covered by the workera• 

COllpensation laws should ahare in the cost of the unfunded 

liability. 

(3) The purpose of this part is 

supplemental 

liability.• 

source of financing 

to provide a 

for the unfunded 

Section 15. Section 39-71-2503, MCA, is amended to 

read: 

"39-71-2503. Markers' cc,apensstion payroll tsz and wage 

~- (l) <•> There is i■posed on each -ployer a workers' 

c011pensation payroll tax in an aaount equal to 0.281 of the 

employer's payroll in the preceding calendar quarter for all 

employments covered under 39-71-401 plus the additional 

a110unt of payroll tax provided in [section 11), except that 

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

amount equal to 0,281 of the e■ployer's payroll in the 

-17-

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

u 
15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1443/01 

preceding week plus the additional amount of payroll tax 

provided in [section 11). 

(bl There is i■pased on each employee a workers' 

coapensation wage tax in the amount provided in [section 11) 

based on the employee's wages in the preceding calendar 

quarter for all eaployaents covered under 39-71-401. For the 

purpose of this tax, a sole proprietor shall pay only the 

employer's payroll tax on the proprietor's own eaployaent. 

ill •h¼s-payro¼¼-te• These taxes must be used to reduce 

the unfunded liability in the state fund incurred for claims 

for injuries resulting from accidents that occurred before 

July l, 1990. If one or aore loans or bonds are outstanding, 

the tax ■ust be continued at the a minimum rate of 0.281 

rate and the legislature ■ay not modify the tax rate, the 

use of the tax proceeds, or this section in a manner that 

reduces the security for repayment of the outstanding loans 

or bonds, except that the legislature may forgive payment of 

the~ tax or reduce the~ tax rate for any 12-■onth period 

if the workers' C011pensation 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 ia 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 

outatanding lo.ans or bonds. ~ne-¼eqiaia~are-may-fte~-¼ncreaae 
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the-tex-rate-ezeept-ttpon-•-t--thirde-•ote-of-eeeh-hoaaeT 

tbtill Each eaployer ■hall maintain the records the 

departaent require■ concerning the employer's payroll tax 

and the employee wage tax. The records are subject to 

inspection by the departaent and its employees and agent■ 

during regular business hours. 

(2) All collections of the tex ill!! are appropriated 

to and ■uat be deposited as received in the tax account. The 

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

assessed against eaployers and HPloyees subject to the tex 

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

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

file a return in the for■ and containing the infor■ation 

required by the departaent and, except as provided in 

subaection (3)(b), pay the a■ount of tax required by this 

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

preceding calendar quarter and, in addition, shall withhold 

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

(l)(bl and pay it to the departaent. 

(bl An eaployer subject to 15-30-20f(2) shall reait to 

the departaent a weekly pay■ent with it■ weekly withholding 

tax pay■ent in the a■ount required by subaection (l)(a) and 

shall remit withholdings for the eaployee wage tax at the s- ti■e. 
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(c) A-tax-payment Tax payments required by attbaeetion 

subsection■ (l)(a) and (ll(bl ■ust be made with the return 

filed pursuant to 15-30-204. The department shall ~irst 

credit a pay■ent 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 a■ount and any penalty 

and interest relating to that amount. 

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

any infor■ation obtained by the department during an audit 

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

departaent ■ay disclose the infor■ation to the department of 

labor and industry under circumstances and conditions that 

ensure the continued confidentiality of the information. 

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

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

pos■ible, give the depart■ent a list of all eaployers having 

coverage under any plan ad■inistered or regulated by the 

dapartaent of labor and industry and the state fund. After 

the lists have been given to the depart■ent, the depart-nt 

of labor and industry and the state fund shall update the 

lists weekly. The depart■ent of labor and industry and the 
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state fund ■hall provide the depart■ent with access to their 

computer data bases and paper files and records for the 

purpose of the depart■ent's administration of the tax taxes 

imposed by this section. 

(7) The provisions of Title 15, 

conflict with the provisions of 

chapter 30, not in 

this part regarding 

administration, r-dies, enforcement, collections, 

hearings, interest, deficiency assessments, credits for 

overpayment, statute of li■itations, penalties, and 

department rule-king authority apply to the tax~• to 

employers, to employees, and to the department.• 

Section 16. Section 39-71-2504, MCA, is amended to 

read: 

•39-71-2504. Worker■ ' coapenaation taz account. (1) 

There is a workers' coapensation taz account in the state 

special revenue fund. The workers' compensation tax account 

consists of a tax account and• workers• compensation bond 

repay■ent account. 

(2) All collections of the tax taxes i■Posed under 

39-71-~503, interest and penalties on the tax ~• and 

revenue appropriated to the workers• compensation tax 

account under section 11, Chapter 9, Special Law■ of June 

1989, must be deposited in the workers' compensation tax 

account. All ■aeh ■oney deposited in the workers' 

co■pen■ation tax account ■ust be credited to the workera' 
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compensation bond repayaent account to the extent necessary 

to pay the principal of and rede■ption premium and interest 

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

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

the bonds equal to the ■axi■um annual principal of and 

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

workers' compensation bond repay■ent account must be 

credited to the tax account within the workers' com.penaation 

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 claima for 

injuries resulting froa accidents that occurred before July 

1, 1990." 

NEW SECTION. Section 17. -ndatory insurance preaiua 

increases. In order to ensure that the state fund is 

operating in an actuarially sound aanner with respect to 

building reserves and to paying the cost of administering 

and paying claims for injuries resulting from accidents 

occurring after July 1, 1990, the state fund shall make the 

following mandatory premiu■ increases with respect to all 

-players insuring with the stat~ fund: 

(l) 25\ on July 1, 1993; 

(2) 25\ on January 1, 1994, unless an independent 

actuary hired by the state fund indicates that the increase 

should be higher, in which case the increase must be in the 
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LC 1443/01 

amount recOllllllended by the actuary; and l 

2 

J 

Ill 2SI on July 1, 1994, unlea■ an independent actuary 

hired by the state fund indicates that the increase should 

4 be higher, in which case the increase must be in the amount 

s reccaaended by the actuary. 

6 N~ SECT_!ON. Section 18. Code ~aaioner 

7 inatruction. Whenever the ter■ •state compensation mutual 

S insurance fund" appears in the Montana Code Annotated or in 

9 legislation enacted by the 1993 legislature, the code 

10 co.missioner shall delete the word "mutual" from the phrase 

11 and -ke any necessary gr■-tical change■ to reflect the 

12 naae change. 

13 NBIII SECTION. Section 19. llepe,aler. Section■ 2-15-1019, 

14 39-71-2315, and 39-71-2318, IICA, are repealed. 

15 IIBII SECTION. Section 20. Codification instruction. 

16 

17 

18 

19 

(Sections 11 and 17) are intended 

integral part of Title 39, chapter 71. 

proviaiona of Title 39, chapter 71, 

(section■ 11 and 17). 

to be codified as an 

part 

part 

23, and the 

23, apply to 

20 NEW SECTION. Section 21. Severabllity. If a part of 

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

22 froa the invalid part reaain in effect. If a part of (this 

23 act) ia invalid in one or aore of its applications, the part 

24 re-ins in effect in all valid applications that are 

25 severable froa the invalid applicationa. 
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NEW SECTION. Section 22. Effective date. [Thia act J ia 

effective on passage and approval. 

-Bnd-
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STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for HB0604. as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act generally revising workers' compensation law, designating the State Fund as a state agency under the control of the 
executive branch, eliminating the State Fund board of directors, creating an assigned risk plan, requiring mandatory premium 
increases, increasing the employer payroll tax and creating an employee wage tax to be used to reduce the unfunded liability 
of the state fund, and providing an immediate effective date. 

ASSUMPTIONS: 
Department of Revenue: 
1. Employer payroll tax collections at a 0.28\ tax rate were $12,759,456 and $14,067,435, respectively for FY91 and FY92 

(SBAS). 
2. Employers will not decrease their payroll as a result of going from a tax rate of 0.28% to a rate of 0.50%. 
3. Projections for the FY93-FY95 taxable payroll are based on the 1975-1991 linear trend in payroll covered by unemployment 

insurance. The implicit annual growth rate is approximately 3.5% per year. 
4. Sole proprietors electing workers' compensation coverage for FY94 and FY95 are assumed to be taxed as employers. The 

resulting difference between the employer and employee payroll base is considered immaterial. Therefore, the tax 
collections for the combined employer/employee tax are assumed to be twice the projected FY94 and FY95 employer payroll 
tax. 

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

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

7. In January 1994, the projected amount to be borrowed by the state workers' compensation fund will not exceed $50 
million, and the projected fiscal year-end cash balance will not exceed $20 million. Therefore, the employer and 
employee tax rates for both FY94 and FY95 will be 0.5% each. 

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

(continued) 
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DAVID LEWIS, DATE 
Office of Budget and Program Planning 
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Fiscal Note for HB0604, as introduced. 
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Fiscal Note Request HB0604. as introduceg 
Form BD-15 page 2 
(continued) 

ASSUMPTIONS: (continued) 
State Auditor: 
1. The Montana Insurance Commissioner would contract with outside sources for the actuarial examination of the assigned 

risk plan. All costs associated with the Commissioner of Insurance will be paid from the state general fund. 
2. The Insurance Commissioner will adopt procedures and rules for the equitable apportionment of coverage. 
3. The State Auditor would require 1.00 FTE (grade 12) program specialist. 
4. The Payroll, Personnel, Position Control (PPP) system will be modified to accommodate the new employee wage tax. 

Information Systems Division of the Department of Administration will develop the system enhancements at a cost of 
$65,000. 

State Canpensation Mutual Insurance Fund: 
1. The cost savings generated by the elimination of the State Fund Board of Directors will be offset by the new cost for 

the Governor-appointed Advisory Council. 
2. During FY94 and FY95, the number of State Fund policyholders will not significantly change. 
3. The State Fund will retain the same policyholder mix with an estimated FY94 premium of $165 million. 
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 (0.32%) is reflected as a fiscal impact. The payroll tax applicable to 

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

FISCAL IMPACT: 
Department of Revenue: 

Expenditures: 

FY93 start-up costs are estimated to be $47,170, funded from the workers' compensation payroll tax account. 

Data Processing Division 

FTE 
Personal Services 
Operating Expenses 
Equipment 

Total 

Funding: 
General Fund 
State Special 
Liquor Enterprise 

Total 

-(continued) 

.., 

Current Law 
49.60 

$ 1,515,949 
146,395 
13,578 

$ 1,675,922 

$ 1,046,610 
85, 313 

543,999 
$ 1,675,922 

FY '94 
Proi;iosed Law Difference 

50.35 0.75 
$1,528,659 $12,710 

147,051 656 
13 578 0 

$1,689,288 $13,366 

$1.046,610 $0 
101,416 13,366 
543.999 0 

$1,689,288 $13,366 

FY '95 
Current Law Proi;iosed Law Difference 

49.60 50.35 0.75 
$ 1,520,006 $1,535,319 $15,313 

143,406 144,196 790 
12 691 12,691 0 

$ 1,676,103 $1,692,206 $16,103 

$ 1,046,902 $1,046,902 $0 
86,505 102,608 16,103 

542 696 542 696 Q 
$ 1,676,103 $1,692,206 $16,103 
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Fiscal Note Request, HB0604. as introduced 
~orm BD-15 page 3 
(continued) 

FISCAL IMPACT: 
Department of Revenue (Continued) 

Income Tax_Division 

FTE 
Personal Services 
Operating Expenses 
Equipment 

Total 

Funding: 
General Fund 
State Special 

Total 

Revenu_~s 

we Payroll Tax (02) 

Net Impact: 
we Payroll Tax Account (02) 

State Auditor: 

Current Law 
123.45 

$ 3,296,520 
1,424,031 

72,561 
$ 4,793, 112 

$ 4,298,112 
495.000 

$ 4,793,112 

Curr!;lnt Law 
$15,019,000 

FY '94 
Pro2osed Law 

125.45 
$3,348,363 

1,455,377 
83 171 

$4,862,719 

$4,298,112 
588 799 

$4,862,719 

y '94 
Pro2osed Law 
$ 53,638,000 

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

Insurance Divi~ion 

FTE 
Personal Services 
Operating Expenses 
Equipment 

Total 

Funding: 
General Fund 

(continued) 

FY '94 
Current Law Progosed Law 

30.00 31.00 
935,160 960,636 
168,578 235,878 

3.300 5 359 
1,107,038 1,201,873 

1,107,038 1,201,873 

Difference 
2.00 

$51,843 
31,346 
10.610 

$93,799 

$0 
93.799 

$93,799 

Difference 
$38,619,000 

$38,511,835 

Difference 
1.00 

25,476 
67,300 

2,059 
94,835 

94,835 

$ 

$ 

$ 

$ 

Current Law 
123.45 

3,305,267 
1,390,128 

52 971 
4,748,366 

4,238,366 
510.000 

4,748,366 

Current Law 
$15,535,000 

Current Law 
30.00 

937,323 
159,266 

0 
1,096,589 

1,096,589 

FY '95 ---
Pro2osed Law Difference 

125.45 2,00 
$3,357,110 $51,843 
1,406,110 15,982 

52 971 0 
$4,816,191 $67,825 

$4,238,366 $0 
577,825 67.82:i 

$4,816,191 $67,825 

FY '95 
Progosed Law Difference 
$ 55,483,000 $39,948,000 

$39,864,072 

FY '95 
PrOQO§ed Law Difference 

31.00 1.00 
962,799 25,476 
226,566 67,300 

0 0 
1,189,365 92,776 

1,189,365 92,776 
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Fiscal Note Request, HB0604, as _int,:QQuced 
Fonn BD-15 page 4 
(continued) 

State Compensation Mutual Insurance Fund: 
Revenues: 

Estimated Premium Income 

Statewide Costs: 

General Fund Payroll 
Non-General Fund Payroll 

Total 

Current Law 
181,500,000 

Current Law 
294,000 
836,000 

1,130,000 

FY_' -2_4 

Proposed Law 
229,453,125 

FL '94 
Proposed Law 

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

EFFECT ON COUNTY OR OTHER LOCAL REVENUES OR EXPENDITURES: 

Difference 
47,953,125 

Difference 
231,000 
657,000 
888,000 

Current Law 
199,650,000 

Current Law 
296,000 
843,000 

1,139,000 

FL_' 95 
Proposed Law 

322,265,625 

FY '95 
Proposed Law 

529,000 
1,505,000 
2,034,000 

Difference 
122,615,625 

Difference 
233,000 
662,000 
895,000 

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

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION: 
Under assumptions contained in HJR3, nonfann wages and salaries will grow by 5.24% in CY95. Continuation of growth in 
nonfann wages and salaries would increase payroll tax collections by similar proportions. 

In FY93, the old fund is anticipated to borrow approximately $26 million from the new fund. This liability would carry 
forward into FY94. Taking this liability into consideration, and provided that total ultimate liabilities do not exceed 
approximately 110% of current estimates, the old fund is not projected to require borrowing more than $50 million in any 
year. If total ultimate liabilities exceed 110\ of current estimates, greater than $50 million would be borrowed in FY94, 
triggering the additional 0.005% tax rate under section 11 of the proposed legislation. 
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