
55th Legislature 

2 

3 

HOUSE BILL NO. 150 

INTRODUCED BY R. JOHNSON 

HB0150.01 

4 A BILL FOR AN ACT ENTITLED: "AN ACT DECREASING AS OF JULY 1, 1997, THE RATE OF THE OLD 

5 FUND LIABILITY TAX ON EMPLOYERS TO 0.25 PERCENT AND THE RATE ON EMPLOYEES TO 0.1 

6 PERCENT; ELIMINATING THE STATE FUND'S AUTHORITY TO OBTAIN BONDS FOR REPAYING CLAIMS 

7 FOR INJURIES RESULTING FROM ACCIDENTS OCCURRING PRIOR TO JULY 1, 1990; REQUIRING THE 

8 STATE FUND TO TRANSFER SURPLUS FUNDS TO THE GENERAL FUND TO REPAY THE $20 MILLION 

9 APPROPRIATED IN 1989 TO REDUCE THE UNFUNDED LIABILITY IN THE STATE COMPENSATION 

10 MUTUAL INSURANCE FUND; AMENDING SECTIONS 39-71-2311, 39-71-2316, 39-71-2320, 39-71-2321, 

11 39-71-2323, 39-71-2327, 39-71-2351, 39-71-2352, 39-71-2354, 39-71-2355, 39-71-2501, 39-71-2503, 

12 39-71-2504, AND 39-71-2505, MCA; AND PROVIDING AN EFFECTIVE DATE AND AN APPLICABILITY 

13 DATE." 

14 

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

16 

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

18 "39-71-2311. Intent and purpose of plan. It is the intent and purpose of the state fund to allow 

19 employers an option to insure their liability for workers' compensation and occupational disease coverage 

20 with the state fund. The state fund must be neither more nor less than self-supporting. Premium rates must 

21 be set at least annually at a level sufficient to ensure the adequate funding of the insurance program, 

22 including the costs of administration, benefits, and adequate reserves, during and at the end of the period 

23 for which the rates will be in effect. In determining premium rates, the state fund shall make every effort 

24 to adequately predict future costs. When the costs of a factor influencing rates are unclear and difficult to 

25 predict, the state fund shall use a prediction calculated to be more than likely to cover those costs rather 

26 than less than likely to cover those costs. blAAeeeooaP( Except as provided in [section 15), unnecessary 

27 surpluses that are created by the imposition of premiums found to have been set higher than necessary 

28 because of a high estimate of the cost of a factor or factors may be refunded by the declaration of a 

29 dividend as provided in this part. For the purpose of keeping the state fund solvent, the state fund shall 

30 implement variable pricing levels as provided in 39-71-2341 and the board of directors may, in its 
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discretion, assess a policy charge, a minimum premium, or both." 

2 

3 Section 2. Section 39-71-2316, MCA, is amended to read: 

4 "39-71-2316. Powers of state fund. For the purposes of carrying out its functions, the state fund 

5 may: 

6 ( 1) insure any employer for workers' compensation and occupational disease liability as the 

7 coverage is required by the laws of this state and, as part of the coverage, provide related employers' 

8 liability insurance upon approval of the board; 

9 (2) sue and be sued; 

1 0 (3) except as provided in section 21, Chapter 4, Special Laws of May 1990, enter into contracts 

11 relating to the administration of the state fund, including claims management, servicing, and payment; 

12 (4) collect and disburse money received; 

13 (5) adopt classifications and charge premiums for the classifications so that the state fund will be 

14 neither more nor less than self-supporting. Premium rates for classifications may only be adopted and 

15 changed using a process, a procedure, formulas, and factors set forth in rules adopted under Title 2, 

16 chapter 4, parts 2 through 4. After the rules have been adopted, the state fund need not follow the 

17 rulemaking provisions of Title 2, chapter 4, when changing classifications and premium rates. The contested 

18 case rights and provisions of Title 2, chapter 4, do not apply to an employer's classification or premium 

19 rate. The state fund is required to belong to a licensed workers' compensation advisory organization or a 

20 licensed workers' compensation rating orga_nization un.der Title 33, chapter 16, part 4, and may use the 

21 classifications of employment adopted by the designated workers' compensation advisory organization, as 

22 provided in Title 33, chapter 16, part 10, and corresponding rates as a basis for setting its own rates. 

23 Except as provided in Title 33, chapter 16, part 10, a workers' compensation advisory organization or a 

24 licensed workers' compensation rating organization under Title 33, chapter 16, part 4, or other person may 

25 not, without first obtaining the written permission of the employer, use, sell, or distribute an employer's 

26 specific payroll or loss information, including but not limited to experience modification factors. 

27 (6) pay the amounts determined due under a policy of insurance issued by the state fund; 

28 (7) hire personnel; 

29 (8) after transfer of the funds required ir1 [section 15 L declare dividends if there is an excess of 

30 assets over liabilities. However, dividends may not be paid until adequate actuarially determined reserves 
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1 are set aside. If those reserves have been set aside, money that can be declared as a dividend must be 

2 transferred to the account created by 39-71-2321 for claims for injuries resulting from accidents that 

3 occurred before July 1, 1990, and used for the purposes of that account. After all claims funded by that 

4 account have been paid, dividends may be declared and paid to insureds. 

5 (9) perform all functions and exercise all powers of a private insurance carrier that are necessary, 

6 appropriate, or convenient for the administration of the state fund." 

7 

8 

9 

Section 3. Section 39-71-2320, MCA, is amended to read: 

"39-71-2320. ITefflpOFDF'J'l Property of state fund -- investment required. AH Except as provided 

10 in [section 15), all premiums and other money paid to the state fund, all property and securities acquired 

1 1 through the use of money belonging to the state fund, and all interest and dividends earned upon money 

1 2 belonging to the state fund are the sole property of the state fund and must be used exclusively for the 

1 3 operations and obligations of the state fund. The money collected by the state fund may not be used for 

14 any other purpose. However, state fund money must be invested by the board of investments provided for 

15 in 2-15-1808. 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

39 71 2320. IEHeetir.,e Jul•t 1, 1997, OR oeeuFFeRee of eeRtiRgeRB'/1 PFopeFt'f' of state fuREI 

iR'i89tffleRt FBquiFed eKeeptieR foF BBfflfflBR steak. ( 1) All f3Femiums BAS et A OF RlBAOy 13aie ta tAO state 

fuAe, all 13roporty aAe soeuritios ae11uiree thrBU!JA tAe use of moAoy eeloAgiR!l ta tAe state fuAe, aAe all 

iAterost anel eli\1iel0Aels oamoe Uf3BA meAey BBIBA!jiA!I to tAe state fuAe are tAe sale property of tAe state 

fuAS BAS must BB useEI enelusi"t1ely for tAB oporatiOAS BAS OBligatiOAS of tAB state ft,1AEI. TAO RlOAO'f eelleeteel 

a~· tl:le state fuAel mav Rot Be uses for BA'/ ot"1er 13urpose. l-leweYor, state fuAd moAoy must Be iA'tostoe 

ov tho Beare of iA't'estmoAts provieed for iA 2 Hi 1808. Ei1oept as 13rovidod in sueseetieA (2), state fund 

FR0no1( ffla',• Be investee iA eoFAmeA steel(:s et aA1; eorJ:)eration, 

12) State fund RlBAO'( FRO'( BB in't1osted in eernrnen steeks ef a 68Ff30FatieA if tRe iAYOStmeAt dees 

ABt eause tAB BBOIE 'IOh:10 ef state fuAd eernrnen steak inYostrnents ta 6K6008 1 6 q(, ef tRB Beek value ef 

tAo state fuAe total iAveeteel assets er eoes net sause tAe BBBk YOlt,10 of eornrnoA steak iA 11ostrnoAts in oAo 

eorperatioA to oKeeoe 2¾ of tAe Beek value of tAe state fund tetal iAYestee assets OR tAe date of pureAase. 

(EHoetiYe BA approval av olooterato of I-louse Bill No. 463 see. 6, CR. 424, b. 1996.)" 

Section 4. Section 39-71-2321, MCA, is amended to read: 
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"39-71-2321. What to be deposited in state fund. ( 1) (a) All premiums, penalties, recoveries by 

2 subrogation, interest earned upon money belonging to the state fund, and securities acquired by or through 

3 use of money must be deposited in the state fund. They must be separated into two accounts based upon 

4 whether they relate to claims for injuries resulting from accidents that occurred before July 1, 1990, or 

5 claims for injuries resulting from accidents that occur on or after that date. 

6 (b) All funds deposited in the state fund are statutorily appropriated as provided in 17-7-502. 

7 (2) The proceeds of aemis iss1,100 aREI loans given to the state fund under 39-71-2354 and 

8 39-71-2355 must be deposited in the account for claims for injuries resulting from accidents that occurred 

9 before July 1, 1990." 

10 

11 Section 5. Section 39-71-2323, MCA, is amended to read: 

1 2 "39-71-2323. Surplus in state fund -- payment of dividends -- transfer of required surplus. Subject 

13 to the provisions of 39-71-2316 and [section 15], if at the end of any fiscal year there exists in the state 

14 fund account created by 39-71-2321 for claims for injuries resulting from accidents that occur on or after 

15 July 1, 1990, an excess of assets over liabilities, including necessary reserves and a reasonable surplus, 

16 and if the excess may be refunded safely, then the state fund may declare a dividend. The rules of the state 

1 7 fund must prescribe the manner of payment to those employers who have paid premiums into the state 

18 fund in excess of liabilities chargeable to them in the fund for that year. In determining the amount or 

19 proportion of the balance to which the employer is entitled as dividends, the state fund shall give 

20 consideration to the prior paid premiums and accident experience of each individual employer during the 

21 dividend year." 

22 

23 Section 6. Section 39-71-2327, MCA, is amended to read: 

24 "39-71-2327. Earnings of state fund to be credited to fund -- improper use a felony -- exception. 

25 All Except for the transfer required in [section 15), all earnings made by the state fund by reason of interest 

26 paid for the deposit ~AeFeef of earnings or otherwise must be credited to and become a part of the fund, 

27 and the making of profit, either directly or indirectly, by any person out of the use of the fund is a felony. 

28 A person convicted of an offense under this section is punishable by imprisonment in the state prison for 

29 a term not to exceed 2 years or a fine of not more than $5,000, or both." 

30 
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Section 7. Section 39-71-2351, MCA, is amended to read: 

2 "39-71-2351 . Purpose of separation of state fund liability as of July 1, 1990, and of separate 

3 funding of claims before and on or after that date. (1) An unfunded liability exists in the state fund. It has 

4 existed since at least the mid-1980s and has grown each year. There have been numerous attempts to 

5 solve the problem by legislation and other methods. These attempts have alleviated the problem somewhat, 

6 but the problem has not been solved. 

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

8 compensation insurance available to all employers through the state fund as the insurer of last resort. In 

9 making this insurance available, the state fund has incurred the unfunded liability. The legislature has 

10 determined that the most cost-effective and efficient way to provide a source of funding for and to ensure 

11 payment of the unfunded liability and the best way to administer the unfunded liability is to: 

12 (a) separate the liability of the state fund on the basis of whether a claim is for an injury resulting 

13 from an accident that occurred before July 1, 1990, or an accident that occurs on or after that date; 

14 (b} create an old fund liability tax provided for in 39-71-2503 and dedicate the tax money first to 

15 the Fe,:ia•;R'teRt of laeRds isst1ed uRdeF 39 71 231i4 aRd 39 71 231ili aRd thoR to the repayment of loans 

16 given under 39-71-2354 and 39-71-2355 and the direct payment of the costs of administering and paying 

17 claims for injuries from accidents that occurred before July 1, 1990. 

18 (31 The legislature further determines that in order to prevent the creation of a new unfunded 

19 liability with respect to claims for injuries for accidents that occur on or after July 1, 1990, certain duties 

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

Section 8. Section 39-71-2352, MCA, is amended to read: 

21 

22 

23 "39-71-2352. Separate payment structure and sources for claims for injuries resulting from 

24 accidents that occurred before July 1, 1990, and on or after July 1, 1990 -- spending limit -- transfer of 

25 required surplus. ( 1) Premiums paid to the state fund based upon wages payable before July 1, 1990, may 

26 be used only to administer and pay claims for injuries resulting from accidents that occurred before July 

27 1, 1990. Except as provided in 39-71-2316, aREI 39-71-2354, and [section 15), premiums paid to the state 

2B fund based upon wages payable on or after July 1, 1990, may be used only to administer and pay claims 

29 for injuries resulting from accidents that occur on or after July 1, 1990. 

30 (2) The state fund shall: 
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(a) determine the cost of administering and paying claims for injuries resulting from accidents that 

2 occurred before July 1, 1990, and separately determine the cost of administering and paying claims for 

3 injuries resulting from accidents that occur on or after July 1, 1990; 

4 (b) keep adequate and separate accounts of the costs determined under subsection (2)(a); and 

5 (c) fund administrative expenses and benefit payments for claims for injuries resulting from 

6 accidents that occurred before July 1, 1990, and claims for injuries resulting from accidents that occur on 

7 or after July 1, 1990, separately from the sources provided by law. 

8 (3) The state fund may not spend more than $3 million a year to administer claims for injuries 

9 resulting from accidents that occurred before July 1, 1990." 

10 

11 

12 

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

"39-71-2354. Use of old fund liability tax proceeds -- loans lleRde. (1) Taxes collected under 

13 39-71-2503 may be used only to administer and pay claims for injuries resulting from accidents that 

14 occurred before July 1, 1990, including the cost of repaying eeRels isslcleel □ Rel loan proceeds given under 

15 39-71-2355 and this section. If the state fund determines that, for the next 1 or more years following the 

16 date of the determination, the tax revenue, together with funds in the account required by 39-71-23 21 for 

17 claims for injuries resulting from accidents that occurred before July 1, 1990, will be insufficient to 

18 administer and pay those claims, the state fund may, through its board of directors, request the budget 

19 director to certify to the board of investments that additional funding is necessary. If the budget director 

20 agrees with the state fund's board of directors that additional funding is necessary, the budget director shall 

21 certify to the board of investments the amount that the budget director determines is necessary to 

22 administer and pay claims for injuries resulting from accidents that occurred before July 1, 1990. Except 

23 as provided in subsection (2), the board of investments shall, at times and in amounts it considers 

24 necessary or advisable, finance the amount certified by the budget director by giving the state fund the 

25 proceeds of a loan er a eeRel isslcle to administer and pay claims for injuries resulting from accidents that 

26 occurred before July 1, 1990. Loans must be from reserves accumulated from premiums paid to the state 

27 fund based upon wages payable on or after July 1, 1990 .. The board of investments shall choose the 

28 method of financing that is most cost-effective for the state fund. A loan must bear interest at the rate that 

29 the board of investments determines the money would earn if invested on behalf of the state fund. =!=M 

30 eearel ef iAYsstFAeAts FAay alse, lclPSA reeiuest sf the ~rnarel ef eliresters ef tl:ie state flclAel, @ive the state ft:mel 
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tAe J:iFooooels of a eonel issue, to 00 usoel to pay off loans FAado unelor 3Q 71 23eli anel tAis section. Bonels 

2 fer tAe state fund must be worl<ors' eompensation bonds issued under 3Q 71 23§6. 

3 12) The total amount of loan proceeds given to the state fund plus workers' compensation bonds 

4 issued under 39-71-2355, e11eopt bonels issued to repav loans as pro~·ieloel fer in subsoetion 11), may not 

5 exceed ~ $50 million. All loan anel bond proceeds given to the state fund must be repaid to the board 

6 of investments before July 1, 2020." 

Section 10. Section 39-71-2355, MCA, is amended to read: 

7 

8 

9 "39-71-2355. Workers' compensation llends loaR& loan proceeds -- form -- principal and 

10 interest. (1) Subject to the~ $50 million limit contained in 39-71-2354(2), the board of investments 

11 may not give the state fund loan proceeds or issue workers' eompensation bonels unless the aggregate 

12 amount of outstanding and proposed loans and bonds can be serviced with no more than 90% of the 

13 amount of tax revenue that the department of revenue estimates will be raised by the tax imposed under 

14 39-71-2503 during the remainder of the then current fiscal year and during each succeeding fiscal year 

15 through the end of the fiscal year in which the last then outstanding or proposed loan or bond will be repaid 

1 6 or retired. 

17 (2) Bonds are limited oBli!!ations pa,·aelo solel·,· from and scoured ey tAo money deposited in tAo 

18 workers' oompensatien bond repayment aesount ereated By 3Q 71 2§04. EaeR series of Benels mav be 

19 issued By tRe beard of inYostmonts at puBlie or priYato sale, in denominations and form, wRetRer pavable 

20 to Boarer er registereel as to prinsipal er BOtR prineipal and interest, witR sueR pro 1t'isiens fer tl=le eon•,orsion 

21 or OMSRan!jo, Bomin!! interest at a rate or rates or tl=lo metl=loel of dotorminin!! tRo rate or rates, maturin!! at 

22 ~. not later tl=lan dune ao, 2020, suBjoot to roelomption at earlier times anel J:jrieos anel c1pen netieo, anel 

23 pa•faBlo at tRo oUieo of a fisoal agonoy of tl=lo state, as eletorminod bv tRo boarel of investments. /1.n•f astion 

24 talion B't tRO eoard of inYestmonts under 39 71 2364 and tRis seetien must BO apprevod by at least a 

25 majority veto of its members. 

26 (3) In all otl=lor rospoots tl=lo Board of inYostFRonts is autRorii!oe to prosoriBo tRo form and terms of 

27 tRe Bonels anel sRall eo wRatO'iOr is la·,•.iful and noeossary fer tRoir issuaneo anel payment. 

28 (4) Bonds and any imorost coupons app1,1rtonant tl=loroto must 00 si!jnoel B't' tl=le members of tl=le 

29 eoarel of in·fostmonts, and tho eonels must lie issued 1,1ndor tl=le !jroat seal of tl=lo state of Montana. Tl=lo 

30 Bonels and eoupons may BO mwoutod witl=I faesimilo signatures anel seal in tl=lo manner anel subjeet te tl=lo 
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liRiita~ans l')reseriBae B'( law. The state treasurer si=lall \(eei, a reaore et all Bones issues ane sole. 

2 tiff@ All loan ane Bone proceeds given to the state fund must be deposited to the credit of the 

3 account required by 39-71-2321 for claims for injuries resulting fr.om accidents that occurred before Juiy 

4 1, 1990, and may be used only for the administration and payment of those claims and for the costs of 

5 giving the loan proceeds ans issuiA!'J tl=ie bonas." 

6 

7 

8 

Section 11. Section 39-71-2501, MCA, is amended to read: 

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

9 ( 11 "Account" means the workers' compensation 90A6 loan repayment account established in 

10 39-71-2504. 

11 (21 "Department" means the department of revenue provided for in 2-15-1301. 

12 (3) "Employee" includes an officer, employee, or elected public official of the United States, the 

13 state of Montana, or any political subdivision of the United States or the state of Montana or any agency 

14 or instrumentality of the United States, the state of Montana, or a political subdivision of the United States 

15 or the state of Montana. The term "employee" also includes an officer of a corporation. 

16 (41 (a) "Employer" means, except as provided in subsection (4)(b), the person for whom an 

17 individual performs or performed any service, of whatever nature, as an employee of the person. 

18 (b) If the person for whom the individual performs or performed the service does not have control 

19 of the payment of the wages for the service, the term "employer" means the person who has control of 

20 the payment of wages. 

21 (5) "Federal workers' compensation legislation" means federal legislation that provides an employee 

22 with compensation or remuneration for accidental injury or death. This legislation includes but is not limited 

23 to the Federal Employers' Liability Act, the Federal Employees' Compensation Act, and the Defense Base 

24 Act. 

25 (6) "Ongoing activities" means obligations or occurrences that are continuous, rather than 

26 intermittent or occasional, that exist for a definite period of time during the year, or that are intended to 

27 cover or apply to successive and similar obligations or occurrences. 

28 (7) "Publicly traded limited partnership" means a business entity that issues shares or similar 

29 ownership interests that are sold or purchased by persons through certified stockbrokers or licensed traders 

30 on a public exchange recognized by the securities exchange commission. 
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1 18) "State fund" means the state compensation insurance fund. 

2 19) "Tax" or "old fund liability tax" means the workers' compensation old fund liability tax provided 

3 for in 39-71-25-03, created to address the unfunded liability for claims for injuries resulting from accidents 

4 that occurred before July 1, 1990. 

5 110) "Wages" means all remuneration for services performed in the state of Montana by an 

6 employee for an employer, including the cash value of all remuneration paid in any medium other than cash. 

7 The term does not include remuneration paid: 

8 (a) for casual labor not in the course of the employer's trade or business performed in any calendar 

9 quarter by an employee unless the cash remuneration paid for the service is $50 or more and the service 

1 0 is performed by an individual who is regularly employed by the employer to perform the service. For 

11 purposes of this subsection (1 0)(a), an individual is considered to be regularly employed by an employer 

12 during a calendar quarter only if: 

13 Ii) on each of 24 days during the calendar quarter, the individual performs service not in the course 

14 of the employer's trade or business for the employer for some portion of the day; and 

15 Iii) the individual was regularly employed, as determined under subsection I 1 0)(a)(i), by the 

16 employer in the performance of service during the preceding calendar quarter. 

17 (b) for services not in the course of the employer's trade or business, to the extent that 

1 8. remuneration is paid in any medium other than cash, when the payments are in the form of lodging or meals 

19 and the payments are received by the employee at the request of and for the convenience of the employer; 

20 (c) to or for an employee as a payment for or a contribution toward the cost of any group plan or 

21 program that benefits the employee, including but not limited to life insurance, hospitalization insurance for 

22 the employee or the employee's dependents, and employees' club activities; 

23 (d) as payments from a multiple employer welfare arrangement, as defined in 29 U.S.C. 1002, to 

24 a qualified individual employee; 

25 le) as wages or compensation, the taxation of which is prohibited by federal law; 

26 (f) as wages or compensation for services performed by Montana residents outside the borders of 

27 the state of Montana." 

Section 12. Section 39-71-2503, MCA, is amended to read: 

28 

29 

30 "39-71-2503. Workers' compensation old fund liability tax. 11) (a) There is imposed on each 
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employer, except an employer whose employees are covered by federal workers' compensation legislation, 

2 a workers' compensation old fund liability tax in an amount equal to 0.28% 0.14%, plus the additional 

3 amount of old fund liability tax provided in 39-71-2505, of the wages paid by the employer: 

4 (i) for the preceding payroll period for employers subject to the payment schedule contained in 

5 15-30-204( 1); 

6 (ii) for the preceding month for employers subject to the payment schedule contained in 

7 15-30-204(2); and 

8 (iii) for the preceding year for employers subject to the payment schedule contained ir. 

9 15-30-204(3)(a). 

1 O (b) There is imposed on each employee, except an employee who is covered by federal workers' 

11 compensation legislation, an old fund liability tax, as provided in 39-71-2505, on the employee's wages. 

1 2 . An employer paying wages for services performed in Montana shall deduct and withhold the tax from the 

13 wages. 

14 (cl (i) There is imposed on each business of a sole proprietor, on each subchapter S. corporation 

15 shareholder, on each partner of a partnership, and on each member or manager of a limited liability 

16 company a workers' compensation old fund liability tax, as provided in 39-71-2505, on the profit of each 

17 separate business of a sole proprietor and on the distributive share of ordinary income of each shareholder, 

18 partner, or member or manager derived· from ongoing activities. 

19 (ii) The tax imposed in this subsection ill(cl applies only to the ordinary income of a shareholder, 

20 partner, member, or manager as the term "ordinary income" is defined in the Internal Revenue Code. 

21 (iii) Partners of a publicly traded limited partnership are not subject to the tax imposed in this 

22 subsection ill(c). 

23 (d) A corporate officer of a subchapter S. corporation who receives wages as an employee of the 

24 corporation shall pay the old fund liability tax on both the wages and any distributive share of ordinary 

25 income at the employee rate. The subchapter S. corporation is not liable for the tax on the corporate 

26 officer's wages. 

27 (el A corporate officer of a closely held corporation who owns stock in a closely held corporation 

28 that meets the stock ownership test under section 542(a)(2) of the Internal Revenue Code and receives 

29 wages as an employee of the corporation is required to pay the old fund liability tax only on the wages 

30 received. The corporation is not liable for the tax on the corporate officer's wages. 
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(f) This old fund liability tax must be used to reduce the unfunded liability in the state fund incurred 

2 for claims for injuries resulting from accidents that occurred before July 1, 1990. If one or more loans el' 

3 eef\65 are outstanding, the legislature may not reduce the security for repayment of the outstanding loans 

4 or bonets, except that the legislature may forgive payment of a tax or reduce a tax rate for any 12-month 

5 period if the workers' compensation ti&fl4 lo'an repayment account contains on the first day of that period 

6 an amount, regardless of the source, that is in excess of the reserve maintained in the account and that 

7 is equal to the amount needed to pay and dedicated to the payment of the principal, premium, and interest 

8 that must be paid during that period on the outstanding loans or bonets. 

9 (g) Each employer shall maintain the records that the department requires concerning the old fund 

10 liability tax. The records are subject to inspection by the department and its employees and agents during 

11 regular business hours. 

12 (h) An employee does not have any right of action against an employer for any money deducted 

13 and withheld from the employee's wages and paid to the state in compliance or intended compliance with 

14 this section. 

15 (i) The employer is liable to the state for any amount of old fund liability taxes, plus interest and 

16 penalty, when the employer fails to withhold from an employee's wages or fails to remit to the state the 

1 7 old fund liability tax required by this section. 

18 (j) A sole proprietor, subchapter S. corporation shareholder, partner of a partnership, or member 

19 or manager of a limited liability company is liable to the state for the old fund liability tax, plus interest and 

20 penalty, when the sole proprietor, shareholder, partner, or member or manager fails to remit to the state 

21 the old fund liability tax required by this section. 

22 (2) All collections of the tax must be deposited as received in the account. The tax is in addition 

23 to any other tax or fee assessed against persons subject to the tax. 

24 (3) (a) Tax payments and returns required by subsections (1 )(a) and (1 )(b) must be made pursuant 

25 to 15-30-204. The department shall first credit a payment to the liability under 15-30-202 and credit any 

26 remainder to the account provided for in 39-71-2504. 

27 (b) Tax payments due from sole proprietors, subchapter S. corporation shareholders, partners of 

28 partnerships, and members or managers of limited liability companies must be made with and at the same 

29 time as the returns filed pursuant to 15-30-144 and 15-30-241. The department shall first credit a payment 

30 to the liability under 15-30-103 or 15-30-202 and shall then credit any remainder to the account provided 
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1 for in 39-71-2504. 

2 14) An employer's officer or employee with the duty to collect, account for, and pay to the 

3 department the amounts due under this section who fails to pay an amount is liable to the state for the 

4 unpaid amount and any penalty and interest relating to that amount. 

5 15) Returns and remittances under subsection (3) and any information obtained by the department 

6 during an audit are subject to the provisions of 15-30-303, but the department may disclose the information 

7 to the department of labor and industry for the purpose of investigation and prevention of noncompliance, 

8 tax evasion, fraud, and abuse under the unemployment insurance laws, under circumstances and conditions 

9 that ensure the continued confidentiality of the information. 

1 O (6) The department of labor and industry and the state fund shall give the department a list of all 

11 employers having coverage under any plan administered or regulated by the department of labor and 

12 industry and the state fund. The department of labor and industry and the state fund shall update the lists 

13 weekly. The department of labor and industry and the state fund shall provide the department with access 

14 to their computer data bases and paper files and records for the purpose of the department's administration 

15 of the tax imposed by this section. 

16 (7) The provisions of Title 15, chapter 30, that are not in conflict with the provisions of this part 

1 7 regarding administration, remedies, enforcement, collections, hearings, interest, deficiency assessments, 

18 credits for overpayment, statute of limitations, penalties, estimated taxes, and department rulemaking 

19 authority apply to the tax, to employers, to employees, to sole proprietors, to subchapter S. corporation 

20 shareholders, to partners of partnerships, to members or managers of limited liability companies, and to the 

21 department." 

Section 13. Section 39-71-2504, MCA, is amended to read: 

22 

23 

24 "39-71-2504. Workers' compensation~ loan repayment account. (1) There is a workers' 

25 compensation eeRe loan repayment account in the enterprise fund. 

26 (2) All collections of the tax imposed under 39-71-2503 and the interest and penalties on the tax 

27 must, in accordance with the provisions of 15-1-501, be deposited in the workers' compensation eeRe loan 

28 repayment account. All money deposited in the workers' compensation eeRe loan repayment account must 

29 be retained in the account to the extent necessary·to pay the principal of and the redemption premium and 

30 interest due on workers' compensation~ loans issued under 39-71-2354 and 39-71-2355 and to 
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establish and maintain a reserve for the BeM& loans equal to the maximum annual principal of and interest 

2 on the BeM& loans in any future year. The balance in the workers' compensation eeAEI loan repayment 

3 account is statutorily appropriated, as provided in 17-7-502, to the state fund to be used to reduce the 

4 unfunded liability in the state fund incurred for claims for injuries resulting from accidents that occurred 

5 before July 1, 1990." 

6 

7 Section 14. Section 39-71-2505, MCA, is amended to read: 

8 "39-71-2505. Payment of unfunded liability for injuries resulting from accidents occurring before 

9 July 1, 1990. { 1) The state fund shall pay for the cost of administering and paying claims for injuries 

10 resulting from accidents that occurred before July 1, 1990, not covered by any other funding source, by 

11 borrowing from the reserves accumulated from premiums paid to the state fund, based upon wages payable 

1 2 on or after July 1, 1990, and invested by the board of investments, from time to time, the amount that the 

13 state fund determines and that the budget director certifies, as provided in 39-71-2354, will be needed to 

14 pay for administering and paying the claims for the ensuing year. 

15 {2) {a) In January of each year, prior to the start of the following fiscal year, the state fund shall 

16 forward to the budget director information pertaining to the amount that the state fund will borrow for the 

17 ensuing fiscal year to pay for the cost of administering and paying claims for the injuries provided for in 

18 subsection {1 ). In addition, the state fund shall forward to the budget director the schedule of projected 

19 liability payments and cash needs on which the amount to be borrowed is based. The schedule must include 

20 but is not limited to total projected liability payments, loans anel eenel eleet payments, revenue from the old 

21 fund liability tax provided for in 39-71-2503, projected fiscal yearend cash, and the projected fiscal yearend 

22 cash for the year 2007. 

23 (b) {i) There is imposed on each employer a workers' compensation old fund liability tax as provided 

24 in 39-71-2503. The employer old fund liability tax is an amount equal to~ 0.25% of the employer's 

25 payroll in the preceding calendar quarter. 

26 (ii) The employee old fund liability tax is an amount equal to~ 0.1 % of the employee's wages 

27 in the preceding calendar quarter. 

28 {iii) The old fund liability tax is an amount equal to ~ 0.1 % on the profit of each separate 

29 business of a sole proprietor and on the distributive share of ordinary income of each subchapter S. 

30 corporation shareholder, partner of a partnership, or member or manager of a limited liability company. 

r~Leglslatln 
Servlcu 
_I!Jvlsion 

- 13 - HB 150 



55th Legislature HB0150.01 

(iv) The rate of the employer old fund liability tax determined by this section includes the 0.28~;, 

2 0.14% employer old fund liability tax provided for in 39-71-2503. 

3 (v) (A~ The employer old fund liability tax that is in excess of the 0.28% 0.14% tax provided for 

4 in 39-71-2503 terminates at the end of fiscal year 2007. 

5 (B) If the seat ser><iee aeee1:1At has s1:1HieieAt fl:IAds te pay e1:1tstaAdiA!:! aeAds er if Ae aoAds are 

6 01:1tstaAdiA!:!, the The old fund liability tax may not be imposed after the end of fiscal year 2007. 

7 (vi) The old fund liability tax described in this section must be collected and deposited as provided 

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

9 (3) If in any January the cumulative projected amount to be borrowed by the state fund from 

10 reserves accumulated from premiums paid to the state fund based on wages payable on or after July 1, 

11 1990, to administer and pay claims for injuries resulting from accidents that occurred before July 1, 1990, 

12 Aet iAel1:1eiiA!:! aA'r' e1:1tstaAaiA!:! aeAas as ef May 13, 1 QQ3, exceeds $80 million for the following fiscal year, 

13 the tax rate on the persons subject to the old fund liability tax must be increased by 0.05 % for the 

14 following fiscal year over the current tax rate. If in any January the projected fiscal yearend cash balance 

15 for the current fiscal year exceeds $25 million, the tax rate on the persons subject to the old fund liability 

16 tax must be reduced by 0.05% from the current tax rate for the following fiscal year. 

17 (4) The total tax on the persons subject to the old fund liability tax may not exceed 0.7e qi> 0.5%. 

18 (5) The budget director shall certify the cash flow projections of the state fund required by this 

19 section and shall notify the department of revenue no later than April 1 of the rate of tax to be collected 

20 pursuant to this section." 

21 

22 NEW SECTION. Section 15. Transfer of funds to repay 1989 appropriation from general fund. ( 1) 

23 Except as provided in subsection (3), the state fund shall, on [the effective date of this act], transfer $20 

24 million to the general fund from the surplus in the account created in 39-71-2321 relating to the claims for 

25 injuries resulting from accidents that occur on or after July 1, 1990, to repay the money appropriated from 

26 the general fund to the workers' compensation tax account during the June 1989 special legislative session 

27 to reduce the unfunded liability in the state compensation mutual insurance fund. 

28 (2) The transfer required by subsection (1) is contingent upon the state fund's projected compliance 

29 with the provisions of 39-71-2330, which requires the state fund to amass and maintain by July 1, 2003, 

30 a surplus of 25 % of the annual premium. 
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1 (3) If on [the effective date of this act] the surplus is insufficient to transfer the total amount of 

2 $20 million required in subsection ( 1 ), the state fund shall, on each October 1 following [the effective date 

3 of this act), transfer to the general fund from the account established in 39-71-2321 and referred to in 

4 subsection ( 1) of this section any surplus that is in excess of the amount required in subsection (2) of this 

5 section until the entire $20 million has been transferred. The budget director shall certify the state fund's 

6 projection of compliance with 39-71-2330 prior to the transfer of funds to the general fund or the decision 

7 that sufficient funds are not available to make a transfer. 

8 

9 

10 

11 

NEW SECTION. Section 16. Effective date -- applicability. ( 1) [This act] is effective July 1, 1997. 

(2) [Sections 12 and 14] apply retroactively to taxes collected after December 31, 1996. 

-END-
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STATE OF MONTANA - FISCAL NOTE 

Fiscal Note for HB0150, as introduced 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act decreasing as of July 1, 1997, the rate of the Old Fund Liability Tax on employers 
to 0.25 percent and the rate on employees to 0.1 percent; eliminating the state fund's 
authority to obtain bonds for repaying claims for injuries resulting from accidents 
occurring prior to July 1, 1990; requiring the state fund to transfer surplus funds to the 
general fund to repay the $20 million appropriated in 1989 to reduce the unfunded 
liability in the state compensation mutual insurance fund; and providing an effective date 
and an applicability date. 

ASSUMPTIONS: 
Reduction in Old Fund Liability Tax Rates: 
1. Under current law there is imposed: on each employer an Old Fund Liability Tax 

(OFLT) equal to 0.5 percent of the employer's payroll in the preceding quarter; an 
employee OFLT equal to 0.2 percent of the employee's wages in the preceding quarter; 
an OFLT of 0.2 percent on the profit of each separate business of a sole proprietor 
and on the distributive share of ordinary income of each subchapter S corporation 
shareholder, partner of a partnership, or member or manager of a limited liability 
company. 

2. current law and proposed law provide for the expiration of the Payroll Tax/OFLT at 
the end of fiscal year 2007. 

3. Current law OFLT revenues are projected to be $48,427,000 during fiscal year 1997, 
$49,857,000 during fiscal year 1998, and $43,476,000 during fiscal year 1999. 

4. Contingency provisions of current law reduce the OFLT rates for fiscal year 1999 to 
0.45 percent for employers and 0.15 percent for employees and self-employed persons; 
for 2000 to 0.4 percent for employers and 0.1 percent for employees and self­
employed persons; and for fiscal year 2001 and thereafter to 0.28 percent for 
employers and 0.0 percent for employees and self-employed persons 

5. Tax rates under current law can be eliminated at the end of fiscal year 2001 with 
enough tax receipts set aside to pay Old Fund claims. 

6. Payroll base growth is assumed to be 3.0 percent per year for employers and 
employees and 2.5 percent per year for self-employed reporters. 

7. Proposed law continues the provision to reduce the tax rate 0.05 percent on 
employers, employees and self-employed individuals in each year the cash balance in 
the Old Fund is estimated to exceed $25 million. 

8. Tax rates under the proposed law would require the payroll tax continue until 
6/30/2010 to have enough tax receipts set aside to pay Old Fund claims with 
taxpayers paying $236 million. 

9. The proposed law is unclear as to whether the 0.05 percent reduction in tax rates 
mentioned in 39-71-2505,MCA, applies to the tax on employers mentioned in 39-71-
2503, MCA. 

10. The following tables reflect the 0.14 percent tax rate on employers that is assumed 
to continue until the Old Fund unpaid liability is fully funded (through 2010) and 
does not have a 0.05 percent rate reduction on employers mentioned in 39-71-2503, 
MCA, based on the cash position of the Old Fund. 

11. The effective date of the bill is July 1, 1997. The DoR will continue to collect 
OFLT taxes at current law rates through June 30, 1997. This will result in an over 
collection of taxes for this period once the retroactive provisions of the bill take 
effect July 1, 1997. This will require the department to refund or credit in fiscal 
year 1998 excess OFLT taxes collected in fiscal year 1997. 

(Continued) 

DAVE LEWIS, BUDGET DIRECTOR DATE ROYAL JOHNSON, PRIMARY SPONSOR DATE 
Office of Budget and Program Planning 

Fiscal Note for HB0150, as introduced 
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(continued) 

Repayment of $20 Million 1989 Appropriation from General Fund: 
12. During the June 1989 special session $20 million general fund was appropriated 

to the State Fund to address the unfunded liability issue existing in the Old 
Fund. This action canceled a planned 22.0 percent rate increase. The State 
Fund shall re-pay to the general fund the $20 million appropriation in one 
installment in FY98. Additional short-term interest earnings of $500,000 over 
those included in HJR 2 estimates will accrue to the general fund. 

13. The primary source of State Fund revenue is earned through payments of premium 
by policyholders. 

14. The primary source of Old Fund revenue is the OFLT. 
15. Repayment is conditional on projected surplus position of the State Fund of 25 

percent of premium (39-71-2330, MCA). Full repayment during fiscal year 1998 is 
assumed. 

FISCAL IMPACT: 
Expenditures: 
ACCOUNTING ENTITY 06035 - NEW FUND Proposed law will increase expenditures $20 million in 
the form of repayment of the general fund 1989 appropriation. 

Revenues: 
ACCOUNTING ENTITY 06035 - NEW FUND Proposed law will decrease investment income $2,366,125 
over the biennium in the form of lost investment income due to the repayment of $20 
million to the general fund. 

ACCOUNTING ENTITY 06039 - OLD FUND Proposed law will decrease revenues $54,812,000 by 
June 30, 1999 due to the proposed decrease in tax rates retroactive to January 1, 1997. 

Net Impact: 

OLD FUND 
OFLT receipts 

NEW FUND 
Repayment of $20 million 
Investment income on $20 
Total New Fund 

GENEPAL FUND 
Repayment of $20 million 
Investment income on $20 
Total New Fund 

million 

million 

FY98 
Difference 

(24,919,000) 

(20,000,000) 
(1,150,000) 

(21,150,000) 

20,000,000 
500,000 

20,500,000 

FY99 
Difference 

(17,801,000) 

0 
(1,216,125) 
(1,216,125) 

0 
0 
0 

Projections under current law indicate the payroll tax will end 6/30/2001, with taxpayers 
paying $198 million. To provide sufficient tax receipts set aside to pay Old Fund claims 
under the proposed law proJections would require continuation of the employer portion of 
the payroll tax until 6/30/2010, with taxpayers paying $236 million. 

Under current and proposed laws, indicated tax rates and projected collections will be: 

CURRENT LAW RATES PROPOSED LAW RATES 
Fiscal Employer Employee Self-Employed Employer Employee Self-Employed 
1.e.il ~ Rat& Rat& Rat& Rat& ~ 
1997 0.500% 0.2001" 0.2001" *0.500/0.250t0.150t 0 .150%-
1998 0. 500%- 0.2001" 0.2001" *0.250\- 0. lOO!fr 0. lOO!fr 
1999 0. 450%- 0.1501" 0.150\- 0 .250%- 0.100\- 0. lOO!fr 
2000 0.400\- 0 .lOO!fr 0. lOO!fr 0.250\- 0.lOO!fr 0.100\-
2001 0.280\- 0.000\- 0. OOO!fr 0.200\- O.OSO!fr 0.050\ 
2002 0.000\- 0.000\- O.OOO!fr 0 .lSO!fr O.OOO!fr O.OOO!fr 
2003 0.140\ 0. OOO'lr 0.000\ 
2004 o .140'lr 0. OOO'lr 0. OOO!fr 
2005 o .140!fr 0. OOO'lr 0.000\-
2006 o .140'lr 0. OOO'lr 0.000\ 
2007 o .140'lr 0. OOO'lr 0.000\ 
2008 o .. 14 o\- 0. OOO!fr 0.000\ 
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2009 
2010 
2011 

current Law Collections 

Discount Employer Pmt 

1997 5.00% 31,293,000 

1998 5.75% 32,232,000 

1999 5.66% 29,879,000 

2000 5.57% 27,356,000 

2001 5.49% 19,724,000 

2002 5.41% 0 

2003 5.33% 0 

2004 5.25% 0 

2005 5.17% 0 

2006 5.09% 0 

2007 5.01% Q 
5.34% 140,484,000 

Employee Pmt 

12,529,000 

12,905,000 

9,969,000 

6,846,000 

0 

0 

0 

0 

0 

0 

Q 
42,249,000 

Net Present 
Value ............. 

PrQpQsed LaB'. CQl!e1.tiQDS 

Discount Employer Pmt Employee Pmt 

1997 5.00% 23,475,000 9,402,000 

1998 5.75% 16,119,000 6,456,000 

1999 5.66% 16,603,000 6,650,000 

2000 5.57% 17,101,000 6,849,000 

2001 5.49% 14,091,000 3,527,000 

2002 5.41% I0,886,000 0 

2003 5.33% 10,465,000 0 

2004 5.25% 10,779,000 0 

2005 5.17% 11,!02,000 0 

2006 5.09% 11,435,000 0 

2007 5.01% 11 778 000 Q 

5.34% 153,834,000 32,884,000 

Net Present 
Value. 

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION: 

0.140%-
0.140%-
0.000%-

SelfEmp Pmt 

4,605,000 

4,720,000 

3,628,000 

2,479,000 

0 

0 

0 

0 

0 

0 

Q 
15,432,000 

SelfEmpPmt 

3,458,000 

. 2,363,000 

2,422,000 

2,483,000 

1,273,000 

0 

0 

0 

0 

0 

Q 

11,999,000 

0.000%-
0.000%-
0.000%-

Total 

48,427,000 

49,857,000 

43,476,000 

36,681,000 

19,724,000 

0 

0 

0 

0 

0 

Q 
198,165,000 

173,096,245 

Total 

36,335,000 

24,938,000 

25,675,000 

26,433,000 

18,891,000 

10,886,000 

10,465,000 

10,779,000 

ll,!02,000 

11,435,000 

11 778 000 

I 98,717,000 

157,710,097 

0.000%-
0.000%-
0.000%-

Working Capital 

Balance 

21,288.000 

50,850.000 

77,167,000 

99,346,000 

l06,710,000 

96,129,000 

86,334,000 

77,314,000 

69,045,000 

61,491,000 

54,614,000 

Working Capital 

Balance 

9,196,000 

12,428,000 

18,265,000 

26,630,000 

29,147.000 

25,023,000 

21,649,000 

19,758,000 

19,360,000 

20,456,000 

23,043,000 

State Fund projects that under the proposed law, the Old Fund will have a surplus of $10 
million by 2022 when most of the Old Fund losses will be paid off. 

If the OFLT is to end in 2007, State Fund projects there will be a $40 million deficit in 
the Old Fund in 2022 when most of the Old Fund losses will be paid off. 

Extension of the tax by this proposal will continue administrative expenses incurred by 
the Department of Revenue (DoR) for tax collection activities by about $500,000 per year. 
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TECHNICAL NOTES: 

• 

1. Proposed law indicates the $20 million refund to the general fund is to be made from 
the New Fund surplus. Section 39-71-2322, MCA may need to be revised to allow New 
Fund money to be used for this purpose, as it was not originally collected for 
disposition in the manner proposed by this legislation. There is a provision in 
current law which states that New Fund money can only be used for the purpose for 
which it was intended: payment of benefits and administrative expenses for work­
related injuries. 

2. The title of the bill does not indicate a change in the OFLT tax rate for self­
employed persons, even though a change is provided for in the bill. 

3. * Note: The effective date of the bill is July 1, 1997; yet the bill provides for a 
reduction in OFLT tax races retroactive to January 1, 1997. This will require the DoR 
to collect OFLT taxes at current law tax rates for the first 6 months of 1997, and 
then provide for some type of refund or credit mechanism to return the over collection 
of taxes in fiscal year 1998. The bill does not contemplate or discuss how the 
department is to accomplish this. 

4. Section 16 of the bill states that the reduction in OFLT rates applies 
" ... retroactively to taxes collected after December 31, 1996." This will result in 
differential treatment of different groups of taxpayers. For example, employees will 
pay at a rate of 0.2% for the first half of fiscal year 1997 and at a rate of 0.1% foL 
the second half of fiscal year 1997; but self-employed persons will pay at just the 
0.1% rate for the entire time period. This is because employees pay incrementally 
over time through withholding, whereas self-employed persons pay just once when they 
file their income tax returns. The same is true for employers who pay incrementally 
over time, versus employers who pay only once per year when they file their returns 
also. To correct this problem the language should be changed to read 
" ... retroactively to liability incurred after December 31, 1996. 

5. The table outlining net present value under current law and proposed law collections 
is provided for reference. The discount used for purposes of the calculation is a 
simple average of the discount for each of the eleven years of collections, based on 
the State Fund's proJected annual discount rates. 
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HOUSE BILL NO. 150 

INTRODUCED BY R. JOHNSON 

4 A BILL FOR AN ACT ENTITLED: "AN ACT DECREASING AS OF JULY 1, 1997, THE RATE OF THE OLD 

5 FUND LIABILITY TAX ON EMPLOYERS TO 0.25 PERCENT AND THE RATE ON EMPLOYEES TO 0.1 

6 PERCENT; ELIMINATING THE STATE FUND'S AUTHORITY TO OBTAIN BONDS FOR REPAYING CLAIMS 

7 FOR INJURIES RESULTING FROM ACCIDENTS OCCURRING PRIOR TO JULY 1, 1990; REQUIRING THE 

8 STATE FUND TO TRANSFER SURP~US FUNDS TO THE GENERAL FUND TO REPAY THE $20 MILLION 

9 APPROPRIATED IN 1989 TO REDUCE THE UNFUNDED LIABILITY IN THE STATE COMPENSATION 

1 O MUTUAL INSURANCE FUND; AMENDING SECTIONS 39-71-2311, 39-71-2316, 39-71-2320, 39-71 -2321, 

11 39-71-2323, 39-71-2327, 39-71-2351, 39-71-2352, 39-71-2354, 39-71-2355, 39-71-2501, 39-71-2503, 

12 39-71-2504, AND 39-71-2505, MCA; AND PROVIDING AN EFFECTIVE DATE AND AN APPLICABILITY 

13 DATE." 

14 

15 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 
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HOUSE BILL NO. 150 

INTRODUCED BY R. JOHNSON 

HB0150.02 

4 A BILL FOR AN ACT ENTITLED: "AN ACT DECREASING AS OF JULY 1, 1997, THE RATE OF THE OLD 

5 FUND LIABILITY TAX ON EMPLOYERS TO 0.25 PERCENT AND THE RATE ON EMPLOYEES AND 

6 SELF-EMPLOYED PERSONS TO 0.1 PERCENT AND PROVIDING FOR PHASING OUT THE OLD FUND 

7 LIABILITY TAX ON EMPLOYEES AND SELF-EMPLOYED PERSONS BY JULY 1, 2000, AND ON EMPLOYERS 

8 BY JULY 1, 2001; ELIMINATING THE STATE FUND'S AUTHORITY TO OBTAIN BONDS FOR REPAYING 

9 CLAIMS FOR INJURIES RESULTING FROM ACCIDENTS OCCURRING PRIOR TO JULY 1, 1990; REQUIRING 

10 THE STATE FUND TO TRANSFER SURPLUS FUNDS TO THE GENERAL FUND TO REPAY THE $20 MILLION 

11 APPROPRIATED IN 1989 TO REDUCE THE UNFUNDED LIABILITY IN THE STATE COMPENSATION 

12 MUTUAL INSURANCE FUND; PROVIDING FOR THE TRANSFER OF $63.8 MILLION TO THE OLD FUND 

13 ACCOUNT; ELIMINATING THE AUTHORITY OF THE STATE FUND TO ADMINISTER OR PAY CLAIMS FOR 

14 INJURIES FROM ACCIDENTS OCCURRING BEFORE JULY 1, 1990, EXCEPT PURSUANT TO A CONTRACT 

15 AUTHORIZED BY THE DEPARTMENT OF ADMINISTRATION; AMENDING SECTIONS 15-30-207, 17-7-502, 

16 33-16-1024, 39-71-116, 39-71-406, 39-71-2311, 39-71-2316, 39-71-2320, 39-71-2321, 39-71-2322, 

1 7 39-71-2323, 39-71-2327, 39-71-2351, 39-71-2352, 39-71-2354, 39-71-2355, 39-71-2501, 39-71-2 503, 

18 39 71 2e04, AND 39-71-2505, MCA; REPEALING SECTIONS 39-71-2354, 39-71-2355, 39-71-2501, 

19 39-71-2502, 39-71-2503, 39-71-2504, AND 39-71-2506, MCA; AND PROVIDING AN EFFECTIVE~ 

20 /\~m A~I O,i;JPblC.O.lillLITY Q/\TI! DATES AND TERMINATION DATES." 

21 

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

23 

24 SECTION 1. SECTION 15-30-207, MCA, IS AMENDED TO READ: 

25 "15-30-207. Annual statement by employer. ( 1 l e-Yef-1f Each employer shall, on or before February 

26 28 in each year, file with the department a wage and tax statement for each employee in~§. form aA-G 

27 summarizing ~ the information a& that the department requires, including the total wages paid to the 

28 employee during the preceding calendar year or any part thareef of the preceding calendar year and 

29 showing the total amount of the federal income tax deducted and withheld from ~ the wages and the 

30 total amount of the tax deducted and withheld tharafreFR under the provisions of 1 5-30-201 through 
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15-30-209 ans 39 71 2603. 

2 (2) The annual statement filed hy an employer with respect to the wage payments reported 

3 constitutes full compliance with the requirements of 15-30-301 relating to the duties bf information agents, 

4 and no additional information return is required with respect to~ those wage payments. 

5 (3) In addition to any other penalty provided by law, the failure of an employer to furnish a 

6 statement as required by subsection ( 11 subjects the employer to a penalty of $5 for each failure, prov1dod 

7 #lat l! the minimum penalty for failure to file the statements required on or before Febr,uary 28 of each year 

8 shall be ~ $50. This penalty may be abated by the department upon a showing of good cause by the 

9 employer. The penalty may be collected in the same manner as are other tax debts." 

SECTION 2. SECTION 17-7-502, MCA, IS AMENDED TO READ: 

10 

11 

12 "17-7-502. Statutory appropriations -- definition -- requisites for validity. ( 1 l A statutory 

13 appropriation is an appropriation made by permanent law that authorizes spending by a state agency 

14 without the need for a biennial legislative appropriation or budget amendment. 

15 (2) Except as provided in subsection (4), to be effective, a statutory appropriation must comply 

16 with both of the following provisions: 

17 (al The law containing the statutory authority must be listed in subsection (3). 

18 (bl The law or portion of the law making a statutory appropriation must specifically state that a 

19 statutory appropriation is made as provided in this section. 

20 (3) The following laws are the only laws containing statutory appropriations: 2-9-202; 2-17-105; 

21 2-18-812; 3-5-901; 5-13-403; 10-3-203; 10-3-31 O; 10-3-312; 10-3-314; 10-4-301; 15-1-111 ; 15-23-706; 

22 15-30-195; 15-31-702; 15-37-117; 15-38-202; 15-65-121; 15-70-101; 16-1-404; 16-1-410; 16-1-411; 

23 16-11-308; 17-3-106; 17-3-212; 17-5-404; 17-5-424; 17-5-804; 17-6-101; 17-6-201; 17-7-304; 

24 18-11-112; 19-2-502; 19-6-709; 19-9-1007; 19-17-301; 19-18-512; 19-18-513; 19-18-606; 19-19-205; 

25 19-19-305; 19-19-506; 20-8-107; 20-8-111; 20-9-361; 20-26-1503; 23-5-136; 23-5-306; 23-5-409; 

26 23-5-610; 23-5-612; 23-5-631; 23-7-301; 23-7-402; 32-1-537; 37-43-204; 37-51-501; 39-71-503; 

2 7 39-71-907; 39-71-2321; JQ 71 2604; 44-12-206; 44-13-102; 50-4-623; 50-5-232; 50-40-206; 53-6-1 50; 

28 53-6-703; 53-24-206; 60-2-220; 67-3-205; 75-1-1101; 75-5-1108; 75-6-214; 75-11-313; 76-12-123; 

29 80-2-103; 80-2-222; 80-4-416; 81-5-111; 82-11-136; 82-11-161; 85-1-220; 85-20-402; 90-3-301; 

30 90-4-215; 90-6-331; 90-7-220; 90-7-221; and 90-9-306. 
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(4) There is a statutory appropriation to pay the principal, interest, premiums, and costs of issuing, 

2 paying, and securing all bonds, notes, or other obligations, as due, that have been authorized and issued 

3 pursuant to the laws of Montana. Agencies that have entered into agreements authorized by the laws of 

4 Montana to pay the state treasurer, for deposit in accordance with 17-2-101 through 17-2-107, as 

5 determined by the state treasurer, an amount sufficient to pay the principal and interest as due on the 

6 bonds or notes have statutory appropriation authority for the payments. (In subsection (3): pursuant to sec. 

7 7, Ch. 567, L. 1991, the inclusion of 19-6-709 terminates upon death of last recipient eligible for 

8 supplemental benefit; and pursuant to sec. 7(21, Ch. 29, L. 1995, the inclusion of 15-30-195 terminates 

9 July 1, 2001.1" 

10 

SECTION 3. SECTION 33-16-1024, MCA, IS AMENDED TO READ: 11 

12 "33-16-1024. Plan No. 3 membership in licensed workers' compensation advisory organization 

13 -- reporting requirements. (1) The plan No. 3 insurer under Title 39, chapter 71, part 23, is required to be 

14 a member of a licensed workers' compensation advisory organization or a licensed workers' compensation 

15 rating organization under Title 33, chapter 16, part 4. 

16 (21 If the plan No. 3 insurer is not a member of the workers' compensation advisory organization 

17 designated under 33-16-1023, then, subject to the deviations from the uniform statistical plan, uniform 

18 classification system, and uniform experience rating plan that may be approved by the board of directors 

19 of the plan No. 3 insurer as provided in 39-71-23164&-t, the insurer shall: 

20 (al record and report its workers' compensation experience to the designated advisory organization 

21 as required in the uniform statistical plan of the designated workers' compensation advisory organization 

22 apprcJved by the commissioner, the uniform classification system, and the uniform experience rating plan 

23 that have been filed by the designated advisory organization with and approved by the commissioner; and 

24 (bl use the forms and adhere to the rules that the designated advisory organization develops and 

25 files with the commissioner under 33-16-1023." 

26 

27 SECTION 4. SECTION 39-71-116, MCA. IS AMENDED TO READ: 

28 "39-71-116. Definitions. Unless the context otherwise requires, words and phrases used in this 

29 chapter have the following meanings: 

30 ( 1) "Actual wage loss" means that the wages that a worker earns or is qualified to earn after the 
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worker reaches maximum healing are less than the actual wages the worker received at the time of the 

2 injury. 

3 (2) For claims relating to iniuries resulting from accidents occurring on or after July 1, 19~ 

4 "AElR'liRister "administer and pay" includes all actions by the state fund under the Workers' Compensation 

5 Act and the Occupational Disease Act of Montana necessary to: 

6 (a) investigation, review, and settlement of claims; 

7 (bl payment of benefits; 

8 ( c) setting of reserves; 

9 (d) furnishing of services and facilities; and 

1 O (el use of actuarial, audit, accounting, vocational rehabilitation, and legal services. 

11 (3) "Aid or sustenance" means any public or private subsidy made to provide a means of support, 

12 maintenance, or subsistence for the recipient. 

13 (4) "Average weekly wage" means the mean weekly earnings of all employees under covered 

14 employment, as defined and established annually by the department. It is established at the nearest whole 

1 5 dollar number and must be adopted by the department prior to July 1 of each year. 

16 (5) "Beneficiary" means: 

17 (a) a surviving spouse living with or legally entitled to be supported by the deceased at the time 

18 of injury; 

19 (bl an unmarried child under 18 years of age; 

20 {c) an unmarried child under 22 years of age who is a full-time student in an accredited school or 

21 is enrolled in an accredited apprenticeship program; 

22 (d) an invalid child over 18 years of age who is dependent upon the decedent for support at the 

23 time of injury; 

24 (el a parent who is dependent upon the decedent for support at the time of the injury if a 

25 beneficiary, as defined in subsections (5)(a) through (5)(d), does not exist; and 

26 (fl a brother or sister under 18 years of age if dependent upon the decedent for support at the time 

27 of the injury but only until the age of 18 years and only when a beneficiary, as defined in subsections (5)(a) 

28 through (5)(e), does not exist. 

29 (6) "Casual employment" means employment not in the usual course of the trade, business, 

30 profession, or occupation of the employer. 
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(7) "Child" includes a posthumous child, a dependent stepchild, and a child legally adopted prior 

2 to the injury. 

3 18) "Construction industry" means the major group of general contractors and operative builders, 

4 heavy construction (other than building construction) contractors, and special trade contractors, listed in 

5 major groups 1 5 through 17 in the 1987 Standard Industrial Classification Manual. The term does not 

6 include office workers, design professionals, salespersons, estimators, or any other related employment that 

7 is not directly involved on a regular basis in the provision of physical labor at a construction or renovation 

8 site. 

9 (9) "Days" means calendar days, unless otherwise specified. 

1 O ( 1 Ol "Department" means the department of labor and industry. 

11 ( 11) "Fiscal year" means the period of time between July 1 and the succeeding June 30. 

12 ( 12) "Household or domestic employment" means employment of persons other than members of 

13 the household for the purpose of tending to the aid and comfort of the employer or members of the 

14 employer's family, including but not limited to housecleaning and yard work, but does not include 

15 employment beyond the scope of normal household or domestic duties, such as home health care or 

16 domiciliary care. 

17 ( 13) "Insurer" means an employer bound by compensation plan No. 1, an insurance company 

18 transacting business under compensation plan No. 2, or the state fund under compensation plan No. 3. 

19 (14) "Invalid" means one who is physically or mentally incapacitated. 

20 I 1 5) "Limited liability company" is as defined in 35-8-102. 

21 I 16) "Maintenance care" means treatment designed to provide the optimum state of health while 

22 minimizing recurrence of the clinical status. 

23 (17) "Medical stability", "maximum healing", or "maximum medical healing" means a point in the 

24 healing process when further material improvement would not be reasonably expected from primary medical 

25 treatment. 

26 ( 18) "Objective medical findings" means medical evidence, including range of motion, atrophy, 

27 muscle strength, muscle spasm, or other diagnostic evidence, substantiated by clinical findings. 

28 119) "Order" means any decision, rule, direction, requirement, or standard of the department or any 

29 other determination arrived at or decision made by the department. 

30 (20) "Palliative care" means treatment designed to reduce or ease symptoms without curing the 
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underlying cause of the symptoms. 

2 (21) "Payroll", "annual payroll", or "annual payroll for the preceding year" means the average annual 

3 payroll of the employer for the preceding calendar year or, if the employer has not operated a sufficient or 

4 any length of time during the calendar year, 1 2 times the average monthly payroll for the current year. 

5 However, an estimate may be made by the department for any employer starting in business if average 

6 payrolls are not available. This estimate must be adjusted by additional payment by the employer or refund 

7 by the department, as the case may actually be, on December 31 of the current year. An employer's payroll 

8 must be computed by calculating all wages, as defined in 39-71-123, that are paid by an employer. 

9 (22) "Permanent partial disability" means a physical condition in which a worker, after reaching 

10 maximum medical healing: 

11 (a) has a permanent impairment established by objective medical findings; 

12 (b) is able to return to work in some capacity but the permanent impairment impairs the worker's 

13 ability to work; and 

14 (c) has an actual wage loss as a result of the injury. 

15 (23) "Permanent total disability" means a physical condition resulting from injury as defined in this 

16 chapter, after a worker reaches maximum medical healing, in which a worker does not have a reasonable 

1 7 prospect of physically performing regular employment. Regular employment means work on a recurring 

18 basis performed for remuneration in a trade, business, profession, or other occupation in this state. Lack 

19 of immediate job openings is not a factor to be considered in determining if a worker is permanently totally 

20 disabled. 

21 (24) The "plant of the employer" includes the place of business of a third person while the employer 

22 has access to or control over the place of business for the purpose of carrying on the employer's usual 

23 trade, business, or occupation. 

24 (25) "Primary medical services" means treatment prescribed by a treating physician, for conditions 

25 resulting from the injury, necessary for achieving medical stability. 

26 (26) "Public corporation" means the state or any county, municipal corporation, school district, city, 

27 city under a commission form of government or special charter, town, or village. 

28 (27) "Reasonably safe place to work" means that the place of employment has been made as free 

29 from danger to the life or safety of the employee as the nature of the employment will reasonably permit. 

30 (28) "Reasonably safe tools and appliances" are tools and appliances that are adapted to and that 
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are reasonably safe for use for the particular purpose for which they are furnished. 

2 (29) (a) "Secondary medical services" means those medical services or appliances that are 

3 considered not medically necessary for medical stability. The services and appliances include but are not 

4 limited to. spas or hot tubs, work hardening, physical restoration programs and other restoration programs 

5 designed to address disability and not impairment, or equipment offered by individuals, clinics, groups, 

6 hospitals, or rehabilitation facilities. 

7 (b) (i) As used in this subsection (29), "disability" means a condition in which a worker's ability 

8 to engage in gainful employment is diminished as a result of physical restrictions resulting from an injury. 

9 The restrictions may be combined with factors, such as the worker's age, education, work history, and 

1 0 other factors that affect the worker's ability to engage in gainful employment. 

11 (ii) Disability does not mean a purely medical condition. 

12 (30) "Sole proprietor" means the person who has the exclusive legal right or title to or ownership 

13 of a business enterprise. 

14 (31) "Temporary partial disability" means a physical condition resulting from an injury, as defined 

15 in 39-71-119, in which a worker, prior to maximum healing: 

16 (a) is temporarily unable to return to the position held at the time of injury because of a medically 

17 determined physical restriction; 

18 (b) returns to work in a modified or alternative employment; and 

19 (c) suffers a partial wage loss. 

20 (32) "Temporary service contractor" means a person, firm, association, partnership, limited liability 

21 company, or corporation conducting business that hires its own employees and assigns them to clients to 

22 fill a work assignment with a finite ending date to support or supplement the client's workforce in situations 

23 resulting from employee absences, skill shortages, seasonal workloads, and special assignments and 

24 projects. 

25 (33) "Temporary total disability" means a physical condition resulting from an injury, as defined in 

26 this chapter, that results in total loss of wages and exists until the injured worker reaches maximum medical 

27 healing. 

28 (34) "Temporary worker" means a worker whose services are furnished to another on a part-time 

29 or temporary basis to fill a work assignment with a finite ending date to support or supplement a workforce 

30 in situations resulting from employee absences, skill shortages, seasonal workloads, and special 
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assignments and projects. 

2 (35) "Treating physician" means a person who is primarily responsible for the treatment of a 

3 worker's compensable injury and is: 

4 (a) a physician licensed by the state of Montana under Title 37, chapter 3, and has admitting 

5 privileges to practice in one or more hospitals, if any, in the area where the physician is located; 

6 (bl a chiropractor licensed by the state of Montana under Title 37, chapter 12; 

7 (c) a physician assistant-certified licensed by the state of Montana under Title 37, chapter 20, if 

8 there is not a physician, as defined in subsection (35)(a), in the area where the physician assistant-certified 

9 is located; 

1 O (d) an osteopath licensed by the state of Montana under Title 37, chapter 5; or 

11 (el a dentist licensed by the state of Montana under Title 37, chapter 4. 

12 (36) "Year", unless otherwise specified, means calendar year." 

13 

14 SECTION 5. SECTION 39-71-406, MCA, IS AMENDED TO READ: 

15 "39-71-406. Deduction from wages of any part of premium a misdemeanor. It is unlawful for the 

16 employer to deduct or obtain any part of any premium required to be paid by this chapter from the wages 

17 or earnings of the employer's workers, and the making or attempt to make any such deduction is a 

18 misdemeanor. The werkeFs' seFRpensatien ele fune lial;iilit•( tax uneer 3Q 71 2e03 is net a pFeFRiuni for the 

19 purpose ef tl=lis sestion." 

20 

21 Section 6. Section 39-71-2311, MCA, is amended to read: 

22 "39-71-2311. Intent and purpose of plan. It is the intent and purpose of the state fund to allow 

23 employers an option to insure their liability for workers' compensation and occupational disease coverage 

24 with the state fund. The state fund must be neither more nor less than self-supporting. Premium rates must 

25 be set at least annually at a level sufficient to ensure the adequate funding of the insurance program, 

26 including the costs of administration, benefits, and adequate reserves, during and at the end of the period 

27 for which the rates will be in effect. In determining premium rates, the state fund shall make every effort 

28 to adequately predict future costs. When the costs of a factor influencing rates are unclear and difficult to 

29 predict, the state fund shall use a prediction calculated to be more than likely to cover those costs rather 

30 than less than likely to cover those costs. IJnnesessary Except as provided in [section -1-& 281, unnecessary 
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1 surpluses that are created by the imposition of premiums found to have been set higher than necessary 

2 because of a high estimate of the cost of a factor or factors may be refunded by the declaration of a 

3 dividend as provided in this part. For the purpose of keeping the state fund solvent, the state fund shall 

4 implement variable pricing levels as provided in 39-71-2341 and the board of directors may, in its 

5 discretion, assess a policy charge, a minimum premium, or both." 

6 

7 Section 7. Section 39-71-2316, MCA, is amended to read: 

8 "39-71-2316. Powers of state fund. ill For the purposes of carrying out its functions, the state 

9 fund may: 

10 +++@ insure any employer for workers' compensation and occupational disease liability as the 

11 coverage is required by the laws of this state and, as part of the coverage, provide related employers' 

1 2 liability insurance upon approval of the board; 

1 3 W1fil sue and be sued; 

14 +J+J..Q except as provided in section 21, Chapter 4, Special Laws of May 1990, enter into contracts 

15 relating to the administration of the state fund, including claims management, servicing, and payment; 

16 {4J.1Ql collect and disburse money received; 

17 4e+ill adopt classifications and charge premiums for the classifications so that the state fund will 

1 8 be neither more nor less than self-supporting. Premium rates for classifications may only be adopted and 

19 changed using a process, a procedure, formulas, and factors set forth in rules adopted under Title 2, 

20 chapter 4, parts 2 through 4. After the rules have been adopted, the state fund need not follow the 

21 rulemaking provisions of Title 2, chapter 4, when changing classifications and premium rates. The contested 

22 case rights and provisions of Title 2, chapter 4, do not apply to an employer's classification or premium 

23 rate. The state fund is required to belong to a licensed workers' compensation advisory organization or a 

24 licensed workers' compensation rating organization under Title 33, chapter 16, part 4, and may use the 

25 classifications of employment adopted by the designated workers' compensation advisory organization, as 

26 provided in Title 33, chapter 16, part 10, and corresponding rates as a basis for setting its own rates. 

27 Except as provided in Title 33, chapter 16, part 10, a workers' compensation advisory organization or a 

28 licensed workers' compensation rating organization under Title 33, chapter 16, part 4, or other person may 

29 not, without first obtaining the written permission of the employer, use, sell, or distribute an employer's 

30 specific payroll or loss information, including but not limited to experience modification factors. 
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W.lE.l. pay the amounts determined due under a policy of insurance issued by the state fund; 

2 t-7H.fil hire personnel; 

3 im.l.t!l after transfer of the funds required in [section~ 28]. declare dividends if there is an excess 

4 of assets over liabilities. However, dividends may not be paid until adequate actuarially determined reserves 

5 are set aside. If those reserves have been set aside, money that can be declared as a dividend must be 

6 transferred to the account created by 39-71-2321 for claims for injuries resulting from accidents that 

7 occurred before July 1, 1990, and used for the purposes of that account. After all claims funded by that 

8 account have been paid, dividends may be declared and paid to insureds. 

9 ~ill perform all functions and exercise all powers of a private insurance carrier that are necessary, 

1 O appropriate, or convenient for the administration of the state fund. 

11 (2) THE STATE FUND SHALL. NO LATER THAN JUNE 30, 1998, TRANSFER $63.8 MILLION TO 

12 THE ACCOUNT CREATED IN 39-71-2321 TO PAY CLAIMS FOR INJURIES RESULTING FROM ACCIDENTS 

13 THAT OCCURRED BEFORE JULY 1, 1990." 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

SECTION 8. SECTION 39-71-2316, MCA. IS AMENDED TO READ: 

"39-71-2316. Powers of state fund. For the purposes of carrying out its functions to administer 

and pay claims for injuries resulting from accidents occurring on or after July 1. 1990, the state fund may: 

( 1) insure any employer for workers' compensation and occupational disease liability as the 

coverage is required by the laws of this state and, as part of the coverage, provide related employers' 

liability insurance upon approval of the board; 

12) sue and be sued; 

13) except as provided in section 21, Chapter 4, Special Laws of May 1990, enter into contracts 

relating to the administration of the state fund, including claims management, servicing, and payment; 

(4) collect and disburse money received; 

(5) 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 the rules have been adopted, the state fund need not follow the 

rulemaking provisions of Title 2, chapter 4, when changing classifications and premium rates. The contested 

case rights and provisions of Title 2, chapter 4, do not apply to an employer's classification or premium 
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rate. The state fund is required to belong to a licensed workers' compensation advisory organization or a 

2 licensed workers' compensation rating organization under Title 33, chapter 16, part 4, and may use the 

3 classifications of employment adopted by the designated workers' compensation advisory organization, as 

4 provided in Title 33, chapter 16, part 10, and corresponding rates as a basis for setting its own rates. 

5 Except as provided in Title 33, chapter 16, part 10, a workers' compensation advisory organization or a 

6 licensed workers' compensation rating organization under Title 33, chapter 16, part 4, or other person may 

7 not, without first obtaining the written permission of the employer, use, sell, or distribute an employer's 

8 specific payroll or loss information, including but not limited to experience modification factors. 

9 (6) pay the amounts determined due under a policy of insurance issued by the state fund; 

1 0 (7) hire personnel; 

11 (8) declare dividends if there is an excess of assets over liabilities. However, dividends may not 

12 be paid until adequate actuarially determined reserves are set aside. If those reserves have been set aside, 

13 money that can be declared as a dividend must be transferred to the account created by 39-71-2321 for 

14 claims for injuries resulting from accidents that occurred before July 1, 1990, and used for the purposes 

15 of that account. After all claims funded by that account have been paid, dividends may be declared and 

1 6 paid to insureds. 

17 (9) perform all functions and exercise all powers of a private insurance carrier that are necessary, 

18 appropriate, or convenient for the administration of the state fundT~ 

19 (10) enter into a contract authorized by the department of administration pursuant to Title 18, 

20 chapter 4, to administer and pay claims for injuries resulting from accidents that occurred before July 1, 

21 1990. If a contract is approved, the state fund shall, upon request, report to the legislative finance 

22 committee." 

23 

24 Section 9. Section 39-71-2320, MCA, is amended to read: 

25 "39-71-2320. (TompoFar>;I Property of state fund -- investment required. All Except as provided 

26 in [section -1-& 28], all premiums and other money paid to the state fund, all property and securities acquired 

27 through the use of money belonging to the state fund, and all interest and dividends earned upon money 

28 belonging to the state fund are the sole property of the state fund and must be used exclusively for the 

29 operations and obligations of the state fund. The money collected by the state fund may not be used for 

30 any other purpose. However, state fund money must be invested by the board of investments provided for 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

in 2-15-1808. 

39 71 2320. (liftestiue Julr 1, 1997, OR osGUFFeAse of eOAtingene•1l PFOpeFt')' of state fund 

iA~•astR'l&At FequiFed HseptioA foF soR'IR'IOA stoek, ( 1) All premiums and ether meney paid to tho stats 

tuna, all property and soGurities asquiroa through the use of mon01( eelenging te the state fune-, ans all 

interest ans di>'idsnds sames upon money belonging to the state fund are the sole property of tho state 

hind and must be used exslusivol•1 for the eporations ans obligations sf the state tuna. Tho mono,, Gollsotod 

by the stats fund ma•, not es uses for any other purpose. i-lo¥,10iror, state fund msnsy must bo In 11ostoe 

by tho beard of in 110stmoms previeled for in 2 Hi 1 !lQil eiwept as prevideel in subssstien (2), state funs 

rnensy rnav bo invested in Gornmsn stosks ef anv serperation. 

(21 Stats fund rnensy rnav be invested in Gemmen stesks ef a serporation if the investment does 

not sauss the book ¥alue of state fund Gomm on stosk investments to exsesd 1 Ii% of the book ¥aluo of 

the state fund total invested assBts er does net sauss the beok "alus ef sommon stosk in>,10stm0nts in ono 

sorporation to exsesd 2 % of the book 11alu0 of the stats fund tetal invested assets en tho date of purGhass. 

(effesti~co en approval by elesterate of I-louse 8ill Ne. qtJJ ses. Ii, Ch. q2q, b. 1 QQli.)" 

16 Section 10. Section 39-71-2321, MCA, is amended to read: 

17 "39-71-2321. What to be deposit11d in st11te fund. (1) (a) All premiums, penalties, recoveries by 

18 subrogation, interest earned upon money belonging to the state fund, and securities acquired by or through 

19 use of money must be deposited in the state fund. They must be separated into two accounts based upon 

20 whether they relate to claims for injuries resulting from accidents that occurred before July 1, 1990, or 

21 claims for injuries resulting from accidents that occur on or ;:ifter that date. 

22 {b) All funds deposited in the state fund are statutorily appropriated as provided in 17-7-502. 

23 (2) The proceeds of sends issued ans loans given to the state fund under 39-71-2354 and 

24 39-71-2355 must be deposited in the account for claims for injuries resulting from accidents that occurred 

25 before July 1, 1990." 

26 

SECTION 11. SECTION 39-71-2321, MCA, IS AMENDED TO READ: 27 

28 "39-71-2321 . What to be deposited in state fund -- contract required for administration or 

29 payment of claims for accidents occurring before July 1. 1990. ( 1) (a) All premiums, penalties, recoveries 

30 by subrogation, interest earned upon money belonging to the state fund, and securities acquired by or 
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through use of money must be deposited in the state fund. They must be separated into two accounts 

2 based upon whether they relate to claims for injuries resulting from accidents that occurred before July 1, 

3 1990, or claims for injuries resulting from accidents that occur on or after that date. 

4 (b) All funds deposited in the state fund are statutorily appropriated as provided in 17-7-502. 

5 (2) The rJreseeds of sonds issued and loans 9i,,en to the state fund under 3Q 71 23134 and 

6 3Q 71 23ee must se def)esited in tl=ie asseunt fer slaims fer injuries resultin9 frern assidents tl=iat essurreEJ 

7 sefsre Julv 1, 1 QQQ The state fund may not administer or pay claims for injuries resulting from accidents 

8 that occurred before July 1, 1990, unless authorized pursuant to a contract entered into under 

9 39-71-2316." 

10 

SECTION 12. SECTION 39-71-2322. MCA. IS AMENDED TO READ: 11 

12 "39-71-2322. Money in state fund held in trust -- disposition of funds upon repeal of chapter.:: 

13 exception. +J:l6 Except as provided in [section 28), the money coming into the state fund must be held in 

14 trust for the purpose for which the money was collected. If this chapter is repealed, the money is subject 

15 to the disposition provided by the legislature repealing this chapter. In the absence of a legislative provision, 

16 distribution must be in accordance with the justice of the matter, due regard being had to obligations of 

17 compensation incurred and existing." 

18 

19 Section 13. Section 39-71-2323, MCA, is amended to read: 

20 "39-71-2323. Surplus in state fund -- payment of dividends -- transfer of required surplus. Subject 

21 to the provisions of 39-71-2316 and [section 4-& 281. if at the end of any fiscal year there exists in the state 

22 fund account created by 39-71-2321 for claims for injuries resulting from accidents that occur on or after 

23 July 1, 1990, an excess of assets over liabilities, including necessary reserves and a reasonable surplus, 

24 and if the excess may be refunded safely, then the state fund may declare a dividend. The rules of the state 

25 fund must prescribe the manner of payment to those employers who have paid premiums into the state 

26 fund in excess of liabilities chargeable to them in the fund for that year. In determining the amount or 

27 proportion of the balance to which the employer is entitled as dividends, the state fund shall give 

28 consideration to the prior paid premiums and accident experience of each individual employer during the 

29 dividend year." 

30 
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Section 14. Section 39-71-2327, MCA, is amended to read: 

2 "39-71-2327. Earnings of state fund to be credited to fund -- improper use a felony -- exception. 

3 AU Except for the transfer required in (section 4-& 28). all earnings made by the state fund by reason of 

4 interest paid for the deposit tl:1oreof of earnings or otherwise must be credited to and become a part of the 

5 fund, and the making of profit, either directly or indirectly, by any person out of the use of the fund is a 

6 felony. A person convicted of an offense under this section is punishable by imprisonment in the state 

7 prison for a term not to exceed 2 years or a fine of not more than $5,000, or both." 

Section 15. Section 39-71-2351, MCA, is amended to read: 

8 

9 

10 "39-71-2351. Purpose of separation of state fund liability as of July 1, 1990, and of separate 

11 funding of claims before and on or after that date. (1) An unfunded liability exists in the state fund. It has 

12 existed since at least the mid-1980s and has grown each year. There have been numerous attempts to 

13 solve the problem by legislation and other methods. These attempts have alleviated the problem somewhat, 

14 but the problem has not been solved. 

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

16 compensation insurance available to all employers through the state fund as the insurer of last resort. In 

17 making this insurance available, the state fund has incurred the unfunded liability. The legislature has 

18 determined that the most cost-effective and efficient way to provide a source of funding for and to ensure 

19 payment of the unfunded liability and the best way to administer the unfunded liability is to: 

20 {a) separate the liability of the state fund on the basis of whether a claim is for an injury resulting 

21 from an accident that occurred before July 1, 1990, or an accident that occurs on or after that date; 

22 (b) create an old fund liability tax provided for in 39-71-2503 and dedicate the tax money first to 

23 tho FBJlB'fFRent of bones issues unaer 39 71 2364 ans 39 71 2366 ans then te the repayment of loans 

24 given under 39-71-2354 and 39-71-2355 and the direct payment of the costs of administering and paying 

25 claims for injuries from accidents that occurred before July 1, 1990. 

26 (3) The legislature further determines that in order to prevent tho creation of a new unfunded 

27 liability with respect to claims for injuries for accidents that occur on or after July 1, 1990, certain duties 

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

29 

30 SECTION 16. SECTION 39-71-2351, MCA, IS AMENDED TO READ: 

, Legislative 
"rServices 

-'.!)jvision 
- 14 - HB 150 



55th Legislature HB0150.02 

"39-71-2351. Purpose of separation of state fund liability as of July 1, 1990, and of separate 

2 funding of claims before and on or after that date. (1) An unfunded liabili.ty exists in the state fund. It has 

3 existed since at least the mid-1980s and has grown each year. There have been numerous attempts to 

4 solve the problem by legislation and other methods. These attempts have alleviated the problem somewhat, 

5 but the problem has not been solved. 

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

7 compensation insurance available to all employers through the state fund as the insurer of last resort. In 

8 making this insurance available, the state fund has incurred the unfunded liability. The legislature has 

9 determined that the most cost-effective and efficient way to provide a source of funding for and to ensure 

10 payment of the unfunded liability and the best way to administer the unfunded liability is to+ 

11 ta). separate the liability of the state fund on the basis of whether a claim is for an injury resulting 

12 from an accident that occurred before July 1, 1990, or an accident that occurs on or after that date; 

13 (s) sreate an ola hrnel liasility ta1< woviaeel for in 39 71 2603 anel aeaisate the ta1< rnone•I first to 

14 the ref)a~•rnent of sonels issuoel uneler 39 71 23e ~ ans 39 71 23e e anel then to the ref)ayrnent of leans 

15 !Ji,..en uneler 39 71 236~ anel 39 71 23ee anel the airest f)ayrnent of the sosts of aelrninisterin!J ans payin!J 

16 slairns far injuries from asoiaents that asourreel sefore July 1, 1990. 

17 (3) The legislature further determines that in order to prevent the creation of a new unfunded 

18 liability with respect to claims for injuries for accidents that occur on or after July 1, 1990, certain duties 

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

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

Section 17. Section 39-71-2352, MCA, is amended to read: 

"39-71-2352. Separate payment structure and sources for claims for injuries resulting from 

accidents that occurred before July 1, 1990, and on or after July 1, 1990 -- spending limit -- transfer of 

required surplus. (1) Premiums paid to the state fund based upon wages payable before July 1, 1990, may 

be used only to administer and pay claims for injuries resulting from accidents that occurred before July 

1, 1990. Except as provided in 39-71-2316L aM 39-71-2354, and [section -l-& 28], premiums paid to the 

state fund based upon wages payable on or after July 1, 1990, may be used only to administer and pay 

claims for injuries resulting from accidents that occur on or after July 1, 1990. 

(2) The state fund shall: 

(al determine the cost of administering and paying claims for injuries resulting from accidents that 
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occurred before July 1, 1990, and separately determine the cost of administering and paying claims for 

2 injuries resulting from accidents that occur on or after July 1, 1990; 

3 (b) keep adequate and separate accounts of the costs determined under subsection (2)(a); and 

4 (c) fund administrative expenses and benefit payments for claims for injuries resulting from 

5 accidents that occurred before July 1, 1990, and claims for injuries resulting from accidents that occur on 

6 or after July 1, 1990, separately from the sources provided by law. 

7 (3) The state fund may not spend more than $3 million a year to administer claims for inJuries 

8 resulting from accidents that occurred before July 1, 1990." 

9 

10 

11 

SECTION 18. SECTION 39-71-2352, MCA, IS AMENDED TO READ: 

"39-71-2352. Separate payment structure and sources for claims for injuries resulting from 

12 accidents that occurred laefoFe July 1, 1990, and on or after July 1, 1990 spending limit. ( 1) i;lremiums 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

paid te tho state funs bases upon wages payable before Jul~• 1, 1990, may las uses enl~• te asministor and 

pay slaims for injuries resulting from assisents that essurred before Jul',' 1, 1 990. exsopt as pre¥ises in 

J9 71 2JHl ans JQ 71 2Jii4, premiuRls Premiums paid to the state fund based upon wages payable on 

or after July 1, 1990, may be used only to administer and pay claims for injuries resulting from accidents 

that occur on or after July 1, 1990. 

(2) The state fund shall: 

(a) determine the cost of administering and paying claims for injuries resulting from accidents that 

essurred before July 1, 1 QQQ, and SOf3aratel·; determine tho sest ef adrninisterina and paying slairns for 

injuries resultina frern assisonts that occur on or after July 1, 1990; 

(b) keep adequate and separate accounts of the costs determined under subsection (2)(a); and 

(c) fund administrative expenses and benefit payments for claims for injuries resulting from 

accidents that essurros before July 1, 1 QQO, ans slaiFAs for injuries resultina from assisents that occur on 

or after July 1, 1990, separately from the sources provided by law. 

(3) The state funs FAa't net spans R'lere than $3 millien a year to asR'linister slaiR'ls for injuries 

resulting froR'l aosisents that ossurres before July 1, 1 QQO The state fund may not administer or pay claims 

for injuries resulting from accidents that occurred before July 1, 1990, unless pursuant to a contract 

entered into under 39-71-2316." 
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Section 19. Section 39-71-2354, MCA, is amended to read: 

2 "39-71-2354. Use of old fund liability tax proceeds -- loans beRds. (1) Taxes collected under 

3 39-71-2503 may be used only to administer and pay claims for injuries resulting from accidents that 

4 occurred before July 1, 1990, including the cost of repaying 13eREls issued and loan proceeds given under 

5 39- 71-2355 and this section. If the state fund determines that, for the next 1 or more years following the 

6 date of the determination, the tax revenue, together with funds in the account required by 39-71-2321 for 

7 claims for injuries resulting from accidents that occurred before July 1, 1990, will be insufficient to 

8 administer and pay those claims, the state fund may, through its board of directors, request the budget 

9 director to certify to the board of investments that additional funding is necessary. If the budget director 

10 agrees with the state fund's board of directors that additional funding is necessary, the budget director shall 

11 certify to the board of investments the amount that the budget director determines is necessary to 

12 administer and pay claims for injuries resulting from accidents that occurred before July 1, 1990. Except 

13 as provided in subsection (2), the board of investments shall, at times and in amounts it considers 

14 necessary or advisable, finance the amount certified by the budget director by giving the state fund the 

15 proceeds of a loan er a benEI issue to administer and pay claims for injuries resulting from accidents that 

16 occurred before July 1, 1990. Loans must be from reserves accumulated from premiums paid to the state 

17 fund based upon wages payable on or after July 1, 1990. The board of investments shall choose the 

18 method of financing that is most cost-effective for the state fund. A loan must bear interest at the rate that 

19 the board of investments determines the money would earn if invested on behalf of the state fund. +fl0 

20 13earEI ef in11estA1ents FRay alse, upen reeiuest of the 13oard of direstors of the state funEI, !Ji"e the state fund 

21 the proseeEls ef a bend issue, to 130 1,1Ged te pa•f off loans Alade under 3Q 71· 2366 and tl:lis seotien. Qends 

22 for tl:te state tund FRust be workers' seFRpensation bends issued under 3Q 71 23613. 

23 (2) The total amount of loan proceeds given to the state fund plus workers' compensation bonds 

24 issued under 39-71-2355, e11sept 13onds issued to repay loans as provided for in sul3sestion (11, may not 

25 exceed~ $50 million. All loan anEI 13ond proceeds given to the state fund must be repaid to the board 

26 of investments before July 1, 2020." 

27 

28 SECTION 20. SECTION 39-71-2354. MCA. IS AMENDED TO READ: 

29 "39-71-2354. Use of old fund liability tax proceeds -- loans -- bonds. (1) Taxes collected under 

30 39-71-2503 may be used only to administer and pay claims for injuries resulting from accidents that 
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occurred before July 1, 1990, iRsl1c1diR€J the sost of repa'fiR!iJ boRds iss1c1ed aRd loaR proseeds 9iv0R uRdor 

2 3Q 71 2366 amJ this sestioR. If the state f1c1Rd legislative finance committee, after consultation with the 

3 legislative auditor and the budget director, determines that, for the next 1 or more years following the date 

4 of the determination, the tax revenue, together with funds in the account required by 39-71-2321 for 

5 claims for inJuries resulting from accidents that occurred before July 1, 1990, will be insufficient to 

6 administer and pay those claims, the state f1c1Rd R'lay, thro1c19h its board of direstors, legislative finance 

7 committee may request the budget director to certify to the board of investments that additional funding 

8 is necessary. If the b1c1d9et direstor agrees with the state f1c1Rd's board of direstors that additieRal f1c1Rdin9 

9 is nesessary, the b1c1s9et direster shall sertify to tho board of in11estR'lents the aR'le1mt that the b1c1s9ot 

1 O ciirestor deterR'linos is nesessarv ta adR'linister and iiay slaiFRs for iRj1c1ries rosultiR§ freR'l assidents that 

11 essurred befere July 1, 1 QQO. exseiit as iirevided iR Pursuant to subsection (2), the board of investments 

12 shall, at times and in amounts it considers necessary or advisable, finance the amount certified by the 

1 3 budget director by giving the state fund the proceeds of a loan or a bond issue to administer and pay 

14 claims for injuries resulting from accidents that occurred before July 1, 1990. Loans must be from reserves 

15 accumulated from premiums paid to the state fund based upon wages payable on or after July 1, 1990. 

16 The board of investments shall choose the method of financing that is most cost-effective for the state 

17 fund. A loan must bear interest at the rate that the board of investments determines the money would earn 

18 if invested on behalf of the state fund. The eoard of investments R'lay also, uiion reEjldest of the board of 

19 dirostors sf the state fldnd, §i11e the state fund the preoeedo of a bend isslde, ta ea used ta pa•,· off leaRs 

20 R'lade unEler 3Q 71 2366 and this sestien. liomls for the state f1c1nEI must be ,,..,orkers' GOFR!lBRsatioR soRds 

21 issued ldnser 3Q 71 2366. 

22 (2) The ~etal affiBldAt of loan 11reo00ds 9i1,en ta the state fldnd plt;S workers' SBA'l!lBASation BOREIS 

23 iss1;ed uRder 3Q 71 236s, exsopt sends issuoEI ta repay leans as pre11ided for in sussestion 11 ), FRa•,< not 

24 exseod $220 FRillien. All loan and bond proseeds §iven to the state fund 1i::iust bo repaid to tho beard of 

25 in 11estn:i0nts before Jt1l1( 1, 2020 The legislative finance committee may contract for the administration and 

26 payment of claims for injuries resulting from accidents occurring before July 1, 1990. Except as authorized 

27 under a contract with the legislative finance committee under 39-71-2316, the state fund may not 

28 administer or pay claims for injuries resulting from accidents that oceurred before July 1, 1990." 

29 

30 Section 21. Section 39-71-2355, MCA, is amended to read: 
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"39-71-2355. Workers' compensation .. b .. attRv!l .. s-...,1~a..,a1t<R,..s loan proceeds -- form -- principal and 

2 interest. (1) Subject to the .$-:1-20 $50 million limit contained in 39-71-2354(2), the board of investments 

3 may not give the state fund loan proceeds er issue werkers' GBRlJ3BAsatieA beAds unless the aggregate 

4 amount of outstanding and proposed loan~ aAd lleAds can be serviced with no more than 90% of the 

5 amount of tax revenue that the department of revenue estimates will be raised by the tax imposed under 

6 39-71-2503 during the remainder of the then current fiscal year and during each succeeding fiscal year 

7 through the end of the fiscal year in which the last then outstanding or proposed loan er aeAd will be repaid 

8 or retired. 

9 (2) BeAas are liRlited eali!')atieAs 13ayaele selely freRl aAd sesured ey the RlBAB'J' de13esited iA tho 

10 werkers' seR113eAsatieA aeAd re13a•;R1eAt asseuAt sreated ey 3Q 71 2e04. leash series ef aeAds R1ay be 

11 issued ey the eeard ef iAYeStRleAts at 13ualis er 13riYato sale, iA deAeRliAatioAs aAd ferRl, whether 13ayable 

12 to llearer er re!')istored as ta 13riAsi13al er lleth 13riAsi13al aAd iAterest, with sush 13rovisieAs fer the GBAYersieA 

13 er eJrnhaA!')e, beariA!'J iAterest at a rate er rates er the RlBthod ef eeterRliAiA!'J the rate er rates, FRaturing at 

14 tiR1es, Rat later thaA JUAB 30, 2020, suejeet ta redeR113tieA at earlier tiRlBS aAd 13rises and uJ)eA netise, amJ 

15 13ayable at the effise ef a fissal age Roy ef the state, as deterFRiAed by the beard of iA11ostR1ents. Any astion 

16 takoA by the eoard of iAvostFR0Ats UAdor 3Q 71 23e4 aAd this seetieA R1ust so a1313re><ed by at least a 

17 Rlajerity veto of its Rl8Rlbors 

18 (3) IA all ether res13ests the beard ef iAvestFReAts is authorized ta 13ressribe the ferRl aAEi terFRs ef 

19 the aeAds aAd shall de whateYer is lawful and neeessary fer their issuanse anei 13ayment. 

20 (4) BoAEis aAEi any interest seu13ens a1313urteAaAt thereto Rlust be signed by the fflemeers ef the 

21 eeard ef in•,estfflonts, aAEi the bends fflust so issueei UAEler the great seal of tho state of Mentana. The 

22 aeAEis aAd G0UJ38AS fflay ee 8J(esuteei with faesifflile si€jnatures and seal in the RlaAner aAEi suejest to the 

23 lin:iitatieAs 13ressribeei b•; law. The sMte treasurer shall ke013 a reserd ef all be Ads issued a Ad sold. 

24 ~ill All loan aAd beAEI proceeds given to the state fund must be deposited to the credit of the 

25 account required by 39-71-2321 for claims for injuries resulting from accidents that occurred before July 

26 1, 1990, and may be used only for the administration and payment of those claims and for the costs of 

27 giving the !oan proceeds aAd issuiAg the be Ads." 

28 

29 

30 

Section 22. Section 39-71-2501, MCA, is amended to read: 

"39-71-2501. Definitions. As used in this part, the following definitions apply: 
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(1) "Account" means the workers' compensation 9GflG loan repayment account established in 

2 39-71-2504. 

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

4 (3) "Employee" includes an officer, employee, or elected public official of the United States, the 

5 state of Montana, or any political subdivision of the United States or the state of Montana or any agency 

6 or instrumentality of the United States, the state of Montana, or a political subdivision of the United States 

7 or the state of Montana. The term "employee" also includes an officer of a corporation. 

8 (41 (a) "Employer" means, except as provided in subsection (4)(b), the person for whom an 

9 individual performs or performed any service, of whatever nature, as an employee of the person. 

10 (bl If the person for whom the individual performs or performed the service does not have control 

11 of the payment of the wages for the service, the term "employer" means the person who has control of 

12 the payment of wages. 

13 (5) "Federal workers' compensation legislation" means federal legislation that provides an employee 

14 with compensation or remuneration for accidental injury or death. This legislation includes but is not limited 

15 to the Federal Employers' Liability Act, the Federal Employees' Compensation Act, and the Defense Base 

16 Act. 

17 (6) "Ongoing activities" means obligations or occurrences that are continuous, rather than 

18 intermittent or occasional, that exist for a definite period of time during the year, or that are intended to 

19 cover or apply to successive and similar obligations or occurrences. 

20 (7) "Publicly traded limited partnership" means a business entity that issues shares or similar 

21 ownership interests that are sold or purchased by persons through certified stockbrokers or licensed traders 

22 on a public exchange recognized by the securities exchange commission. 

23 (8) "State fund" means the state compensation insurance fund. 

24 (9) "Tax" or "old fund liability tax" means the workers' compensation old fund liability tax provided 

25 for in 39-71-2503, created to address the unfunded liability for claims for injuries resulting from accidents 

26 that occurred before July 1, 1990. 

27 (10) "Wages" means all remuneration for services performed in the state of Montana by an 

28 employee for an employer, including the cash value of all remuneration paid in any medium other than cash. 

29 The term does not include remuneration paid: 

30 (al for casual labor not in the course of the employer's trade or business performed in any calendar 
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quarter by an employee unless the cash remuneration paid for the service is $50 or more and the service 

2 is performed by an individual who is regularly employed by the employer to perform the service. For 

3 purposes of this subsection ( 1 0l(a), an individual is considered to be regularly employed by an employer 

4 during a calendar quarter only if: 

5 (ii on each of 24 days during the calendar quarter, the individual performs service not in the course 

6 of the employer's trade or business for the employer for some portion of the day; and 

7 (ii) the individual was regularly employed, as determined under subsection ( 1 0l(al(i), by the 

8 employer in the performance of service during the preceding calendar quarter. 

9 (b) for services not in the course of the employer's trade or business, to the extent that 

1 0 remuneration is paid in any medium other than cash, when the payments are in the form of lodging or meals 

11 and the payments are received by the employee at the request of and for the convenience of the employer; 

12 (c) to or for an employee as a payment for or a contribution toward the cost of any group plan or 

13 program that benefits the employee, including but not limited to life insurance, hospitalization insurance for 

14 the employee or the employee's dependents, and employees' club activities; 

15 (d) as payments from a multiple employer welfare arrangement, as defined in 29 U.S.C. 1002, to 

16 a qualified individual employee; 

17 le) as wages or compensation, the taxation of which is prohibited by federal law; 

18 (f) as wages or compensation for services performed by Montana residents outside the borders of 

19 the state of Montana." 

Section 23. Section 39-71-2503, MCA, is amended to read: 

20 

21 

22 "39-71-2503. Workers' compensation old fund liability tax. 11) (a) There is imposed on each 

23 employer, except an employer whose employees are covered by federal workers' compensation legislation, 

24 a workers' compensation old fund liability tax in an amount equal to Q :18% 0.14%, plus the additional 

25 amount of old fund liability tax provided in 39-71-2505, of the wages paid by the employer: 

26 (i) for the preceding payroll period for employers subject to the payment schedule contained in 

27 15-30-204( 1); 

28 (ii) for the preceding month for employers subject to the payment schedule contained in 

29 15-30-204(2); and 

30 (iii) for the preceding year for employers subject to the payment schedule contained in 
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15-30-204(3)(a). 

2 (b) There is imposed on each employee, except an employee who is covered by federal workers' 

3 compensation legislation, an old fund liability tax, as provided in 39-71-2505, on the employee's wages. 

4 An employer paying wages for services performed in Montana shall deduct and withhold the tax from the 

5 wages. 

6 (c) (i) There is imposed on each business of a sole proprietor, on each subchapter S. corporation 

7 shareholder, on each partner of a partnership, and on each member or manager of a limited liability 

8 company a workers' compensation old fund liability tax, as provided in 39-71-2505, on the profit of each 

9 separate business of a sole proprietor and on the distributive share of ordinary income of each shareholder, 

10 partner, or member or manager derived from ongoing activities. 

11 (ii) The tax imposed in this subsection ill(c) applies only to the ordinary income of a shareholder, 

12 partner, member, or manager as the term "ordinary income" is defined in the Internal Revenue Code. 

13 (iii) Partners of a publicly traded limited partnership are not subject to the tax imposed in this 

14 subsection ill(c). 

15 Id) A corporate officer of a subchapter S. corporation who receives wages as an employee of the 

16 corporation shall pay the old fund liability tax on both the wages and any distributive share of ordinary 

17 income at the employee rate. The subchapter S. corporation is not liable for the tax on the corporate 

18 officer's wages. 

19 le) A corporate officer of a closely held corporation who owns stock in a closely held corporation 

20 that meets the stock ownership test under section 542(a)(2) of the Internal Revenue Code and receives 

21 wages as an employee of the corporation is required to pay the old fund liability tax only on the wages 

22 received. The corporation is not liable for the tax on the corporate officer's wages. 

23 (f) This old fund liability tax must be used to reduce the unfunded liability in the state fund incurred 

24 for claims for injuries resulting from accidents that occurred before July 1, 1990. If one or more loans et 

25 ~ are outstanding, the legislature may not reduce the security for repayment of the outstanding loans 

26 or bones, except that the legislature may forgive payment of a tax or reduce a tax rate for any 12-month 

27 period if the workers' compensation 0000 loan repayment account contains on the first day of that period 

28 an amount, regardless of the source, that is in excess of the reserve maintained in the account and that 

29 is equal to the amount needed to pay and dedicated to the payment of the principal, premium, and interest 

30 that must be paid during that period on the outstanding loans or banes. 

( Legisl.ative 
\Services 
~vision 

- 22 - HB 150 



55th Legislature HB0150.02 

1 (g) Each employer shall maintain the records that the department requires concerning the old fund 

2 liability tax. The records are subject to inspection by the department and its employees and agents during 

3 regular business hours. 

4 (hl An employee does not have any right of action against an employer for any money deducted 

5 and withheld from the employee's wages and paid to the state in compliance or intended compliance with 

6 this section. 

7 (il The employer is liable to the state for any amount of old fund liability taxes, plus interest and 

8 penalty, when the employer fails to withhold from an employee's wages or fails to remit to the state the 

9 old fund liability tax required by this section. 

10 (jl A sole proprietor, subchapter S. corporation shareholder, partner of a partnership, or member 

11 or manager of a limited liability company is liable to the state for the old fund liability tax, plus interest and 

12 penalty, when the sole proprietor, shareholder, partner, or member or manager fails to remit to the state 

13 the old fund liability tax required by this section. 

14 (2) Ali collections of the tax must be deposited as received in the account. The tax is in addition 

15 to any other tax or fee assessed against persons subject to the tax. 

16 (3) (al Tax payments and returns required by subsections ( 1 )(al and ( 1) (b) must be made pursuant 

1 7 to 15-30-204. The department shall first credit a payment to the liability under 15-30-202 and credit any 

18 remainder to the account provided for in 39-71-2504. 

19 (bl Tax payments due from sole proprietors, subchapter S. corporation shareholders, partners of 

20 partnerships, and members or managers of limited liability companies must be made with and at the same 

21 time as the returns filed pursuant to 15-30-144 and 15-30-241. The department shall first credit a payment 

22 to the liability under 15-30-103 or 15-30-202 and shall then credit any remainder to the account provided 

23 for in 39-71-2504. 

24 (4) An employer's officer or employee with the duty to collect, account for, and pay to the 

25 department the amounts due under this section who fails to pay an amount is liable to the state for the 

26 unpaid amount and any penalty and interest relating to that amount. 

27 (5) Returns and remittances under subsection (3) and any information obtained by the department 

28 during an audit are subject to the provisions of 15-30-303, but the department may disclose the information 

29 to the department of labor and industry for the purpose of investigation and prevention of noncompliance, 

30 tax evasion, fraud, and abuse under the unemployment insurance laws, under circumstances and conditions 
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1 that ensure the continued confidentiality of the information. 

2 16) The department of labor and industry and the state fund shall give the department a list of all 

3 employers having coverage under any plan administered or regulated by the department of labor and 

4 industry and the state fund. The department of labor and industry and the state fund shall update the lists 

5 weekly. The department of labor and industry and the state fund shall provide the department with access 

6 to their computer data bases and paper files and records for the purpose of the department's administration 

7 of the tax imposed by this section. 

8 (7) The provisions of Title 15, chapter 30, that are not in conflict with the provisions of this part 

9 regarding administration, remedies, enforcement, collections, hearings, interest, deficiency assessments, 

1 O credits for overpayment, statute of limitations, penalties, estimated taxes, and department rulemaking 

11 authority apply to the tax, to employers, to employees, to sole proprietors, to subchapter S. corporation 

12 shareholders, to partners of partnerships, to members or managers of limited liability companies, and to the 

1 3 department." 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

SECTION 24. SECTION 39-71-2503, MCA, IS AMENDED TO READ: 

"39-71-2503. Workers' compensation old fund liability tax. 11) (a) There is imposed on each 

employer, except an employer whose employees are covered by federal workers' compensation legislation, 

a workers' compensation old fund liability tax in an amount equal to Q.29 % 0.14%, plus the additional 

amount of old fund liability tax provided in 39-71-2505, of the wages paid by the employer: 

(i) for the preceding payroll period for employers subject to the payment schedule contained in 

15-30-204( 1); 

(ii) for the preceding month for employers subject to the payment schedule contained in 

15-30-20412); and 

!iii) for the preceding year for employers subject to the payment schedule contained in 

15-30-204(3) (a). 

(bl There is im130sed BR eash OFRflloyee, eKSOflt aA em13l0yoo "'he is seyered by federal werl(ers' 

s0FR13eRsati0R le!:jislatieR, aR elEI f1:1REI liabilitv taK, as 13r0YiEloEI in :lQ 71 2606, BR the 0m13leyee's wa90s. 

AR em13l01f0r 13ayiR9 wages fer sorvisos J'IBFfermeEI in MeRtana shall Eledust anEI withhelEI the taK freR'I the 

wa9es. 

(s) (i) Thero is iR'l130sed BR eash eusiRess ef a sale 13r0J;1riet0r, en oash subshaJ;1ter S ser130rati0n 
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shareholder, on eash partner sf a partnership, and on eash member or manager of a limited liabilit•, 

2 sompany a ,.,orl10rs' sompansation old fund liability tax, as provided in :39 71 2606, on the profit of oash 

3 separate business of a sole proprietor anEI on the distributi"O sharo of orElinary insome of sash shareholder, 

4 partner, or member or manager derived from ongoing astivitios. 

5 {iil The tax imposed in this subsastion {ol applies only to the orElinary insome of a sharohOldor, 

6 partner, member, or mana!ler as tho term "ordinary insomo" is defined in the Internal Ro•,onuo Code. 

7 {iii) Partners of a publisly tradeEI limited partn0rshi13 aro not subjest to the tax imposed in this 

8 subsostion Isl. 

9 (dl A sor13orat0 affisar of a subshaptar S. sor13oration 11 1ho rosaivos wages as an 0mploy00 of the 

1 O sorporation shall 13ay the els funs liability tax on both the wages and any distribllti11a share et oreinaPf 

11 insomo at tho omployaa rate. The st1b0ha13ter S. serporation is not liable fer tho tax on the sorporata 

12 oHisor's wages. 

13 (al A eorporate offieer of a slosoly hale sorporation who owns stoek in a elosoly hole serporation 

14 that masts the stesk ownership test t1nd0r s00tion 642(all2l of tho Internal Ro·,onue Code and reeeil/es 

1 5 wages as an emplo•,100 et tl=le s0rp0rati0n is required to pa)' tl=lo ola fllAS liabilit)1 tai< onl·,1 on tl=le '"B§BS 

16 rosoi11oel. Tho sorporation is not liable for the ta>( on tho sorporato offisor's 1,Ya130s. 

17 +f•H.!21 This old fund liability tax must be used to reduce the unfunded liability in the state fund 

18 incurred for claims for injuries resulting from accidents that occurred before July 1, 1990. If one or more 

19 loans or bonds are outstanding, the legislature may not reduce the security for repayment of the 

20 outstanding loans or bones, except that the legislature may forgive payment of a tax or reduce a tax rate 

21 for any 12-month period if the workers' compensation eGflG loan repayment account contains on the first 

22 day of that period an amount, regardless of the source, that is in excess of the reserve maintained in the 

23 account and that is equal to the amount needed to pay and dedicated to the payment of the principal, 

24 premium, and interest that must be paid during that period on the outstanding loans or bonds. 

25 ~ill Each employer shall maintain the records that the department requires concerning the old 

26 fund liability tax. The records are subject to inspection by the department and its employees and agents 

27 during regular business hours. 

28 (hl An om13loy00 does net have an·, ri(lht of astion a13ainst an employer for anv menoy dedusted 

29 ans withl=leld from tl=le 0R1131i~','0o's wa9os ane 13aiEI to tl=lo state in 00R1plian00 or intoneoe somplianse with 

30 this sostion. 
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(i) The smplsyor is liaelo to tho stats fer any amsunt sf aid fund liaeility taxes, plus interest and 

2 f!0nalty, when the emplsyor fails ts withhold from an eR113loyaa's "'ages or fails to remit ts tha state the 

3 aid fund liaeility tax re~uirod ey this sostion. 

4 Hl o, sala preprioter, sueshapter a, seri;ieratien shareholder, i;iartner et a i;iartnorship, or momser 

5 or mana!jer of a liFnited liability somf!an•f is liable to tho state fer the old fund liability tax, plus interest and 

6 penalty, when tho solo i;iroprietor, shareholder, partner, or Fnomeer or A1ana!Jor fails to remit to the state 

7 the eld fund liabilit~' tax re~uired by this sestien. 

8 (2) All collections of the tax must be deposited as received in the account. The tax is in addition 

9 to any other tax or fee assessed against persons subject to the tax. 

1 O 13) ta+ Tax payments and returns required by subsestisns subsection ( 1 )(a) and ( 1)(b) must be 

11 made pursuant to 15-30-204. The department shall first credit a payment to the liability under 1 5-30-202 

12 and credit any remainder to the account provided for in 39-71-2504. 

13 (b) Tax payments due from sole wopriators, sweshaptor a. sorporation sl=larohelders, 13artnors of 

14 partnerships, ana A'lemsers or mana!Jers et liA'litea liasility sompanies A'lUSt 130 maae with ana at tho same 

1 5 time as tt:le returns files pursuant to 1• e 30 14 4 and 1 e 30 24 1. Tt:le department st:lall tirst srodit a payment 

16 to the liaeility uneor 1 e 30 103 or 1 e 30 202 and shall then srodit any remainder te tho aosount provided 

17 torin3Q712eO4. 

18 (4) An employer's officer or employee with the duty to collect, account for, and pay to the 

19 department the amounts due under this section who fails to pay an amount is liable to the state for the 

20 unpaid amount and any penalty and interest relating to that amount. 

21 15) Returns and remittances under subsection (3) and any information obtained by the department 

22 during an audit are subject to the provisions of 15-30-303, but the department may disclose the information 

23 to the department of labor and industry for the purpose of investigation and prevention of noncompliance, 

24 tax evasion, fraud, and abuse under the unemployment insurance laws, under circumstances and conditions 

25 that ensure the continued confidentiality of the information. 

26 (6) The department of labor and industry and the state fund shall give the department a list of all 

27 employers having coverage under any plan administered or regulated by the department of labor and 

28 industry and the state fund. The department of labor and industry and the state fund shall update the lists 

29 weekly. The department of labor and industry and the state fund shall provide the department with access 

30 to their computer data bases and paper files and records for the purpose of the department's administration 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

of the tax imposed by this section. 

(7) The provisions of Title 15, chapter 30, that are 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 tax, to employers, to employees, to sole proprietors, to sul3shapter S. sorporation 

shareholders, to partners of partnerships, to mem13ors or managers of limited lial3ilit•r sompanies, and to the 

department." 

Sestion 13. Sostion 3Q 71 21i04, MCA, is amended to read: 

"3Q 71 aa04. l.fl.1oFkeFs' sompensation llond ~ Fopa•,'n:ient assount. (1} There is a worl~ors' 

11 somponsation 13ond ~ ropa','mont assount in the enterprise fund. 

1 2 (2} o II sollostions of tho tal( imposed under JQ 71 21i03 and tho interest and penalties on tho tai, 

13 must, in asoordanso with tho previsions of 1 Ii 1 li01, eo deposited in the workers' som13ensation bond !fil!.D. 

14 ropa','ment asooi;nt. All money do13osited in the workers' somponsation eond !.Q..fil). re13a','mont aooount mlJst 

15 so retained in tJ:io assount to tJ:io extent nooossary to pay tho prinoipal of and the redemption promilJm and 

16 interest due on workers' somponsation sands~ issued i;nder JQ 71 2Js4 and JQ 71 231:is ans to 

17 estaelish and maintain a reserve for the sends~ 0EJlJal to tho maximum annual prinoipal of and interest 

18 on the sends ~ in an',' flJtYre ,,.ear. The ealanso in tJ:ie workers' oompensation send !Qfill ro13avmant 

19 aosaunt is statutoril',' appropriated, as 13ro\1idod in 17 7 li02, to tt=ie state fund to ea lJSBd to reduse the 

20 lJnfundoel liaeilit>~ in tt=io state flJnd inolJrred for slaims for injlJries resulting from assidents tt=iat ossurred 

21 eefore JlJl'f 1, 1 QQO." 

22 

23 Section 25. Section 39-71-2505, MCA, is amended to read: 

24 "39-71-2505. Payment of unfunded liability for injuries resulting from accidents occurring before 

25 July 1, 1990. (1) The state fund shall pay for the cost of administering and paying claims for injuries 

26 resulting from accidents that occurred before July 1, 1990, not covered by any other funding source, by 

27 borrowing from the reserves accumulated from premiums paid to the state fund, based upon wages payable 

28 on or after July 1, 1990, and invested by the board of investments, from time to time, the amount that the 

29 state fund determines and that the budget director certifies, as provided in 39-71-2354, will be needed to 

30 pay for administering and paying the claims for the ensuing year. 

\ Legislative 
-rServices 
\_Djvision 

- 27 - HB 150 



55th Legislature HB0l 50.02 

(2) (a) In January of each year, prior to the start of the following fiscal year, the state fund shall 

2 forward to the budget director information pertaining to the amount that the state fund will borrow for the 

3 ensuing fiscal year to pay for the cost of administering and paying claims for the injuries provided for in 

4 subsection ( 1). In addition, the state fund shall forward to the budget director the schedule of projected 

5 liability payments and cash needs on which the amount to be borrowed is based. The schedule must include 

6 but is not limited to total projected liability payments, loans and trnnd dost payments, revenue from the old 

7 fund liability tax provided for in 39-71-2503, projected fiscal yearend cash, and the projected fiscal yearend 

8 cash for the year 2007. 

9 (bl (i) There is imposed on each employer a workers' compensation old fund liability tax as provided 

10 in 39-71-2503. The employer old fund liability tax is an amount equal to~ 0.25% of the employer's 

11 payroll in the preceding calendar quarter. 

12 (ii) The employee old fund liability tax is an amount equal to~ Q.1 % of the employee's wages 

13 in the preceding calendar quarter. 

14 (iii) The old fund liability tax is an amount equal to 0.2% Q,_lli 0.15% on the profit of each separate 

15 business of a sole proprietor and on the distributive share of ordinary income of each subchapter S. 

16 corporation shareholder, partner of a partnership, or member or manager of a limited liability company. 

17 (iv) The rate of the employer old fund liability tax determined by this section includes the 0.28% 

18 0.14% employer old fund liability tax provided for in 39-71-2503. 

19 (v) (A) The employer old fund liability tax that is in excess of the 0.28% 0.14% tax provided for 

20 in 39-71-2503 terminates at the end of fiscal year 2007. 

21 (B) If the dost seri,ioe aooe\lnt has S\lffioient fones to pa'f o\ltstanain§ l:londs or if no sends are 

22 01,tstandin§, the The old fund liability tax may not be imposed after the end of fiscal year 2007. 

23 (vi) The old fund liability tax described in this section must be collected and deposited as provided 

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

25 (3) If in any January the cumulative projected amount to be borrowed by the state fund from 

26 reserves accumulated from premiums paid to the state fund based on wages payable on or after July 1, 

27 1990, to administer and pay claims for injuries resulting from accidents that occurred before July 1, 1990, 

28 net inol\lding anv 01,tstanding sends as of May 13, 1 QQ3, exceeds $80 million for the following fiscal year, 

29 the tax rate on the persons subject to the old fund liability tax must be increased by 0.05% for the 

30 following fiscal year over the current tax rate. If in any January the projected fiscal yearend cash balance 
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for the current fiscal year exceeds $25 million, the tax rate on the persons subject to the old fund liability 

2 tax must be reduced by 0.05% from the current tax rate for the following fiscal year. 

3 (4) The total tax on the persons subject to the old fund liability tax may not exceed 0.70% 0.5%. 

4 (5) The budget director shall certify the cash flow projections of the state fund required by this 

5 section and shall notify the department of revenue no later than April 1 of the rate of tax to be collected 

6 pursuant to this section." 

7 

8 SECTION 26. SECTION 39-71-2505, MCA. IS AMENDED TO READ: 

9 "39-71-2505. Payment of unfunded liability for injuries resulting from accidents occurring before 

10 July 1, 1990. 11) The state fund shall pay for the cost of administering and paying claims for injuries 

11 resulting from accidents that occurred before July 1, 1990, not covered by any other funding source, by 

12 borrowing from the reserves accumulated from premiums paid to the state fund, based upon wages payable 

13 on or after July 1, 1990, and invested by the board of investments, from time to time, the amount that the 

14 state fund determines and that the budget director certifies, as provided in 39-71-2354, will be needed to 

15 pay for administering and paying the claims for the ensuing year. 

16 (2) {al In January of each year, prior to the start of the following fiscal year, the state fund shall 

17 forward to the budget director information pertaining to the amount that the state fund will borrow for the 

18 ensuing fiscal year to pay for the cost of administering and paying claims for the injuries provided for in 

19 subsection { 1). In addition, the state fund shall forward to the budget director the schedule of projected 

20 liability payments and cash needs on which the amount to be borrowed is based. The schedule must include 

21 but is not limited to total projected liability payments, loans and bond debt payments, revenue from the old 

22 fund liability tax provided for in 39-71-2503, projected fiscal yearend cash, and the projected fiscal yea rend 

23 cash for the year~ 2001. 

24 {b) Ii) There is imposed on each employer a workers' compensation old fund liability tax as provided 

25 in 39-71-2503. The employer old fund liability tax is an amount equal to~ 0.25% of the employer's 

26 payroll in the preceding calendar quarter. 

27 {ii) The employee old fund liability tax is an amount equal to~ 0.1 % of the employee's wages 

28 in the preceding calendar quarter. 

29 liii) The old fund liability tax is an amount equal to ~ 0.1 % on the profit of each separate 

30 business of a sole proprietor and on the distributive share of ordinary income of each subchapter S. 
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1 corporation shareholder, partner of a partnership, or member or manager of a limited liability company. 

2 (iv) The rate of the employer old fund liability tax determined by this section includes the 0.28% 

3 0.14% employer old fund liability tax provided for in 39-71-2503. 

4 (v) W The employer old fund liability tax that is in excess of the 0.28% 0.14% tax provided for 

5 in 39-71-2503 terminates at the end of fiscal year 2007. 

6 (B) If tho doat service asso1cJnt has s1cJffisient funds to pay outstanding aonels or ii no aonels are 

7 01cJtstaneling, tho olel fund liability taK A'lay not bo iA'lposod aftor tho onel of fissal yoar 2007. 

8 (vi) The old fund liability tax described in this section must be collected and deposited as provided 

9 in 39-71-2503 anel 39 71 21504. 

1 O (3) If in any January the cumulative projected amount to be borrowed by the state fund from 

11 reserves accumulated from premiums paid to the state fund based on wages payable on or after July 1 , 

12 1990, to administer and pay claims for injuries resulting from accidents that occurred before July 1, 1990, 

13 not including any outstanding bonds as of May 13, 1993, exceeds $80 million for the following fiscal year, 

14 the tax rate on the persons subject to the old fund liability tax must be increased by 0.05% for the 

15 following fiscal year over the current tax rate. If in any January the projected fiscal yearend cash balance 

16 for the current fiscal year exceeds $25 million, the tax rate on the persons subject to the old fund liability 

17 tax must be reduced by 0.05 % from the current tax rate for the following fiscal year. 

18 14) The total tax on the persons subject to the old fund liability tax may not exceed 0.75%. 

19 (5) The budget director shall certify the cash flow projections of the state fund required by this 

20 section and shall notify the department of revenue no later than April 1 of the rate of tax to be collected 

21 pursuant to this section." 

22 

23 SECTION 27. SECTION 39-71-2505, MCA, IS AMENDED TO READ: 

24 "39-71-2505. Payment of unfunded liability for injuries resulting from accidents occurring before 

25 July 1, 1990. ( 1) The state fund shall pay for the cost of administering and paying claims for injuries 

26 resulting from accidents that occurred before July 1, 1990, not covered by any other funding source, by 

27 borrowing from the reserves accumulated from premiums paid to the state fund, based upon wages payable 

28 on or after July 1, 1990, and invested by the board of investments, from time to time, the amount that the 

29 state fund determines and thatthe budget director certifies, as provided in 39-71-2354, will be needed to 

30 pay for administering and paying the claims for the ensuing year. 
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1 (2) (a) In January of each year, prior to the start of the following fiscal year, the state fund shall 

2 forward to the budget director information pertaining to the amount that the state fund will borrow for the 

3 ensuing fiscal year to pay for the cost of administering and paying claims for the injuries provided for in 

4 subsection (1 ). In addition, the state fund shall forward to the budget director the schedule of projected 

5 liability payments and cash needs on which the amount to be borrowed is based. The schedule must include 

6 but is not limited to total projected liability payments, loans and bond debt payments, revenue from the old 

7 fund liability tax provided for in 39-71-2503, projected fiscal yearend cash, and the projected fiscal yearend 

8 cash for the year -2Q0.7 2001. 

9 (b) (i) There is imposed on each employer a workers' compensation old fund liability tax as provided 

10 in 39-71-2503. The employer old fund liability tax is an amount equal to~ 0.25% of the employer's 

11 payroll in the preceding calendar quarter. 

12 Iii) The 0mploy00 old hmd liability ta1, is an an:iount equal to 0.2% of the 0n:iploy00's wages in ths 

13 proosding oalsnear quarter. 

14 !iii) The old funs liability tax is an an:iount equal to 0.2% on the profit of sash separats business 

15 of a sols prep;istor ans on the distribtitivs share of oreinary inson:is of sash subshaptsr ~. sorporation 

16 shareholder, partner of a partnership, or man:ibsr or n:ianager of a lin:iited liability son:ipany. 

17 tw+J.ill The rate of the employer old fund liability tax determined by this section includes the 0.28% 

18 0.14% employer old fund liability tax provided for in 39-71-2503. 

19 M.lilil fA+ The employer old fund liability tax that is in excess of the 0.28% 0.14% tax provided 

20 for in 39-71-2503 terminates at the end of fiscal year -2Q0.7 2001. 

21 IB) If the eabt soprisa assount has suffisiant funds to pay outstaneing bones or if no bonds are 

22 outstansing, the sis funs liability tax ma•( not so imposes after the ens of fissal year 2007. 

23 tvttiild. The old fund liability tax described in this section must be collected and deposited as 

24 provided in 39-71-2503 ans 3Q 71 2004. 

25 (3) If in any January the cumulative projected amount to be borrowed by the state fund from 

26 reserves accumulated from premiums paid to the state fund based on wages payable on or after July 1, 

27 1990, to administer and pay claims for injuries resulting from accidents that occurred before July 1, 1990, 

28 not including any outstanding bonds as of May 13, 1993, exceeds $80 million for the following fiscal year, 

29 the tax rate on the persons subject to the old fund liability tax must be increased by 0.05% for the 

30 following fiscal year over the current tax rate. If in any January the projected fiscal yearend cash balance 
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1 for the current fiscal year exceeds $25 million, the tax rate on the persons subject to the old fund liability 

2 tax must be reduced by 0.05% from the current tax rate for the following fiscal year. 

3 14) The total tax on the persons subject to the old fund liability tax may not exceed 0. 75%. 

4 (5) The budget director shall certify the cash flow projections of the state fund required by this 

5 section and shall notify the department of revenue no later than April 1 of the rate of tax to be collected 

6 pursuant to this section." 

7 

8 NEW SECTION. Section 28. Transfer of funds to repay 1989 appropriation from general fund. 11) 

9 Except as provided in subsection 13), the state fund shall, on [the effective date of this act], transfer $20 

10 million to the general fund from the surplus in the account created in 39-71-2321 relating to the claims for 

11 injuries resulting from accidents that occur on or after July 1, 1990, to repay the money appropriated from 

12 the general fund to the workers' compensation tax account during the June 1989 special legislative session 

13 to reduce the unfunded liability in the state compensation mutual insurance fund. 

14 ( 2) The transfer required by subsection ( 1) is contingent upon the state fund's projected compliance 

15 with the provisions of 39-71-2330, which requires the state fund to amass and maintain by .July 1, 2003, 

16 a surplus of 25% of the annual premium. 

17 (3) If on [the effective date of this act] the surplus is insufficient to transfer the total amount of 

18 $20 million required in subsection (1 ), the state fund shall, on each October 1 following [the effective date 

19 of this act], transfer to the general fund from the account established in 39-71-2321 and referred to in 

20 subsection 11) of this section any surplus that is in excess of the amount required in subsection (2) of this 

21 section until the entire $20 million has been transferred. The budget director shall certify the state fund's 

22 projection of compliance with 39-71-2330 prior to the transfer of funds to the general fund or the decision 

23 that sufficient funds are not available to make a transfer. 

24 

25 

26 

27 

28 

29 

30 

NEW SECTION. SECTION 29. TRANSFER OF FUNDS. THE BALANCE REMAINING IN THE 

WORKERS' COMPENSATION BOND REPAYMENT ACCOUNT ON JUNE 30, 1997, MUST BE DEPOSITED 

IN THE STATE FUND AS PROVIDED IN 39-71-2321. 

NEW SECTION. SECTION 30. REPEALER. (1) SECTION 39-71-2504, MCA, IS REPEALED. 

(2) SECTIONS 39-71-2354, 39-71-2355, 39-71-2501, 39-71-2502, 39-71-2503, 39-71-2505, 
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AND 39-71-2506, MCA, ARE REPEALED. 

2 

3 NEW SECTION. Section 31. Effective date applisabilit•f. (1) [This ast] is [SECTIONS 3, 6, 7, 

4 9 AND 10, 1 2 THROUGH 15, 17, 19, 21 THROUGH 23, 25, AND 29) ARE effective July 1, 1997. 

5 (21 [aostisns 12 ane 14] a1313ly rotroastivoly to taxes sollestee after Oesembor 31, 1996. 

6 [SECTIONS 2, 28, 30(1). AND 32 AND THIS SECTION) ARE EFFECTIVE ON PASSAGE AND APPROVAL. 

7 (3) [SECTIONS 4, 8 1 11, 18, 20, AND 27) ARE EFFECTIVE JULY 1, 1998. 

8 (4) [SECTION 26) IS EFFECTIVE JANUARY 1, 1998. 

9 (5) [SECTIONS 1, 5, AND 24) ARE EFFECTIVE JULY 1, 2000. 

10 (6) [SECTIONS 16 AND 30(2)) ARE EFFECTIVE JULY 1, 2001. 

11 

12 NEW SECTION. SECTION 32. TERMINATION. (1) [SECTIONS 7, 10, 17, 19, AND 26) 

13 TERMINATE JUNE 30, 1998. 

14 (2) [SECTION 25) TERMINATES DECEMBER 31, 1997. 

15 (3) [SECTION 15) TERMINATES JUNE 30, 2000. 

16 -END-
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HOUSE BILL NO. 160 

iNTRODUCED BY TASH 

HB0160.02 

2 

3 

4 

BY REQUEST OF THE DEPARTMENT OF ENVIRONMENTAL QUALITY 

5 A BILL FORAN ACT ENTITLED:" AN ACT PROVIDING ADMINISTRATIVE ENFORCEMENT FOR VIOLATIONS 

6 OF THE JUNK VEHICLE AND MOTOR VEHICLE WRECKING FACILITY LAWS; AUTHORIZING FACILITY 

7 LICENSE SUSPENSION OR DENIAL FOR VIOLATION OF AN ORDER; AUTHORIZING FACILITY LICENSE 

8 REVOCATION FOR VIOLATION OF A SUSPENSION ORDER; AMENDING SECTION 75-10-514, ,\,KA; AND 

9 PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

10 

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

12 

13 NEW SECTION. Section 1. Administrative enforcement. ( 11 Whan the department determines that 

14 a violation of this part, a violation of a rule adopted under this part, or a violation of a license provision has 

15 occurred, It may serve written notice of the violation on the alleged violator or the violator's agent. The 

16 notice must specify the law, rule, or license provision alleged to be violated and the facts alleged to 

17 constitute a violation and may include an order to tal<e necessary corrective action within a reasonable 

18 period of time. The order becomes final 30 days after the notice is served unless the person named 

19 requests, in writing, a hearing before the board. On receipt of the request for a hearing, the board shall 

20 schedule a hearing. Service by mail is complete on the date of mailing. 

21 (2) If, after a hearing held under subsection (1), the board finds that a violation has occurred. It 

22 shall either affirm or change the department's order. An order may prescribe the date by which the 

23 violation must cease and may prescribe time limits for particular action. If, after a hearing, the board finds 

24 that a violation has not occurred, it shall rescind the department's order. 

25 (31 Tl:!ie seetien deaa not ~ro¥ent tRe eeard er THE department lrern rnal1ing SHALL MAKE efforts 

26 t'o obtain voluntary compliance through warning, conference, or any other appropriate means BEFORE 

27 ISSUING AN ORDER PURSUANT TO SUBSECTION 11). 

28 

29 

30 

Section 2. Section 75-10-514, MCA, is amended to read: 

"'75-10-514. Denial, suspension, or revocation of license•· grounds. ill The departmem may 
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deny.,. or suspend. sr re•,1sl1e a motor vehicle wrecking facility's license wl=iaA it '3FB 11es tre business on a£:Y 

2 of the following grounds: 

3 1--1-+la) Tre applicant or licensee sold or otherwise disposed of a motor veriicle, trailer, or any pan 

4 thereat of a motor vehicle or trailer when It knew the vehicle or part was stolen or was appropriatetl 

5 without rne consent of the owner+, 

6 ~(bl The applicant or licensee committed forgery on a certificate of title covering a vehicle !tlat 

7 has been reassembled from parts obtained from the disassembling of other vehicles+, 

8 ~(cl The applicant or licensee committed any illegal act or omission ~ that has caused loss 

9 as the result of a sale of a motor vehicle, trailer, or part tl=iaraef; of a motor vehicle or trailer. 

1 O f-4.t(d) The applicant or licensee failed to comply with this part or with a rule of the department+~ 

11 ~(el The applicant or licensee obtained a license fraudulently. 

12 

13 

14 

1 5 

16 

17 

18 

19 

12) The department may revoke a motor vehicle wrecking facility's license on the following 

grounds: 

la) the license was suspended pursuant to subsection ( 1 )(d) and the facility failed to cure the defect 

or defects underlying the suspension during the period of suspension; or 

lb) the license was suspended pursuant to subsection (1)(a). (l)(b). (1)(c). or (l)(e) and, after 

suspension, the licensee performed an act that is grounds for suspension pursuant to subsections 11 )(ai. 

through 11 )le) at any time during the remaining active life of the facility." 

20 NEW SECTION. Section 3. Codification instruction. [Section 1] is intended to be codified as an 

21 integral part of Title 75, chapter 10, part 5, and the provisions of Title 75, chapter 10, part 5, apply to 

22 [section 1]. 

23 

24 NEW SECTION. Section 4. Saving clause. [This act] does not affect rights and duties tr,at 

25 matured, penalties that were incurred, or proceedings that were begun before [the effective date of this 

26 act!. 

27 

28 

29 

NEW SECTION. Section 5. Effective date. [This act] is effective on passage and approval. 

-END-
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