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INTRODUCED BY ~~0~~~/4,e,,,,!J{,JltZ~-J-.0..'.'.::..'_~-4-clt4d.~~=.-----,~~-~~--i U) ~a/_'i. II~~ '-;,---r,,,,,..,..~~-::_~-:,~ ""'"""".._ . _., T 
A BILL F AN A~ff : ' , 97, THE' OR ER~'~~•'-

COMPENSATION OLD FUND LIABILITY T EMPLOYEES; DECREASING TO 0.1 % THE RATE OF n?h...rz_ 
OLD FUND LIABILITY TAX ON SELF-EMPLOYED PERSONS FOR CALENDAR YEAR 1997; AMENDIN✓ 
SECTIONS 15-30-207, 39-71-406, 39-71-2501, 39-71-2502, 39-71-2503, AND -71-2505, MCA; AND 

ACTIVE APPLICABILITY,.J;!z; to A 

BE I ENACTED BY THE LEGISLATURE OF THE STATE OF TANA:~ 

12 Section 1. Section 15-30-207, MCA, is amended to read: 

13 "15-30-207. Annual statement by employer. ( 1) e¥ef>f Each employer shall, on or before February 

14 2i3 in each year, file with the department a wage and tax statement for each employee in ~ the form 

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

16 the employee during the preceding calendar year or any part tl:leFoof of the calendar year and showing the 

17 total amount of the federal income tax deducted and withheld from 61:Hlfi the wages and the total amount 

18 of the tax deducted and withheld tl:lerofFBm from the wages under the provisions of 15-30-201 through 

19 15-30-209 anel :il9 71 260:il. 

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

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

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

23 (31 .In addition to any other penalty provided by law, the failure of an employer to furnish a 

24 statement as required by subsection (1) subjects the employer to a penalty of $5 for each failure, provided 

25 that the minimum penalty for failure to file the statements required on or before February 28 of each year 

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

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

28 

29 

30 

Section 2. Section. 39-71-406, MCA, is amended to read: 

"39-71-406. Deduction from wages of any part of premium a misdemeanor. It is unlawful for the 
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employer to deduct or obtain any part of~.!! premium required to be paid by this chapter 'from the wages 

2 or earnings of the employer's workers, and the making or attempt to make any &l,;6fl the deduction .is a 

3 misdemeanor. Tl'le werkers' oeFR13onsatien ale iune lioeility tan uneer ae 71 21i0a is net a 13reFRiuFR for tl'le 

4 fH:1Ff38S8 ef 1:Ris sootieA.
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Section 3. Section 39-71-2501, MCA, is amended to read: 

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

( 1) "Account" means the workers' compensation bond repayment account established in 

39-71-2504. 

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

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

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

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

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

(4) (a) "Employer" means, except as provided in subsection I4)(b), the person for whom an 

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

lb) If the person for whom the individual performs or performed the service does not have control 

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

the payment of wages. 

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

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

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

Act. 

18) "On!!BiA!I aoti¥ities" FReons eeli!lations or ooourroneos tl'lat ore eentinueus, rattler tRan 

interFAiUeAt er eeeaoieRal, that e•ist for a Befinita perieB ef tiFAe Eturin~ fAe year, er 1hat are intendeB to 

eo,.,or er apply ta sueeessive anB siFRilar ebliga:t:ions er eeeurronees. 

(7) "Publiely traSeet liFAiteB r:,artnersRir:, 11 A=loene a Bt:1siness entity tl=lat issues shaFos or similar 

e1wvnersRip interests that are selei er pureRaeeei B•,• persons tRre~gh eeHifio9 steekBrekors or lieonsoeJ tradeFs 

8R 8 fH:tBlie 8)(81=1Bnge F88BQAii!Od B•~ tl=le see~rities 8H0~0AQB 8BFRFRissieR 

~Hfil "State fund" means the state compensation insurance fund. 
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t9HZl "Tax" or "old fund liability tax" means the workers' compensation old fund liability tax 

2 provided for in 39-71-2503, created to address the unfunded liability for claims for injuries resulting from 

3 accidents that occurred before July 1, 1990. 

4 f+Gtifil "Wages" means all remuneration for services performed in the state of Montana by an 

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

6 The term does not include remuneration paid: 

7 (al for casual labor not in the course of the employer's trade or business performed in any calendar 

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

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

10 purposes of this subsection {4-GHa+ ifil@l, an individual is considered to be regularly employed by an 

11 employer during a calendar quarter only if: 

12 (i) on each of 24 days during the calendar quarter, the inuivicual performs service not in the course 

1 3 of the employer's trade or business for the employer for some portion of the day; and 

14 (ii) the individual was regularly employed, as determined under subsection (1 OHaHi) (B)(a){i). by the 

1 5 employer in the performance of service during the preceding calendar quarter. 

16 (bl for services not in the course of the employer's trade or business, to the extent that 

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

1 8 and the payments are received by the employee at the request of and for the convenience of the employer; 

19 (cl to or for an employee as a payment for or a contribution toward the cost of any group plan or 

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

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

22 (dl as payments from a multiple employer welfare arrangement, as defined in 29 U.S.C. 1002, to 

23 a qualified individual employee; 

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

25 If) as wages or compensation for services performed by Montana residents outside the borders of 

26 the state of Montana." 

27 

28 

29 

Section 4. Section 39-71-2502, MCA, is amended to read: 

"39-71-2502. Findings and purpose. ( 1) Based on current liabilities and actuarial analysis, an 

30 unfunded liability presently exists in the state fund with regard to claims for injuries resulting from accidents 
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that occurred before July 1, 1990, and it may increase. While legislative action is required to correct the 

2 causes of the unfunded liability, those actions will not provide sufficient funds to permit the state fund to 

3 pay its existing liabilities and obligations in a timely manner from premium and investment income available 

4 to the state fund. Therefore, it is necessary to provide other sources of funding for the unfunded liability 

5 in addition to premium and investment income. 

6 (21 The police power of the state extends to all great public needs. The state, in the exercise of 

7 its police power, has determined that it is greatly and immediately necessary to the public welfare to make 

8 workers' compensation insurance available to all employers through the state fund as the insurer of last 

9 resort. In making this insurance available, tt.Je state fund has incurred the unfunded liability described in 

10 subsection ( 1). The burden of this unfunded liability should not be borne solely by those employers who 

11 have insured with the state fund because the availability of insurance to all employers through the state 

12 fund has benefited all those receiving compensation in Montana. This unfunded liability should not be borne 

13 only by employers. Therefore, all employers, em"le.,.ees, sole proprietors, subchapter S. corporation 

14 shareholders, partners of partnerships, and members or managers of limited liability companies should share 

15 in the cost of the unfunded liability. 

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

17 liability." 

18 

19 

20 

Section 5. Section 39-71-2502, MCA, is amended to read: 

"39-71-2502. Findings and purpose. (1) Based on current liabilities and actuarial analysis, an 

21 unfunded liability presently exists in the state fund with regard to claims for injuries resulting from accidents 

22 that occurred before July 1, 1990, and it may increase. While legislative action is required to correct the 

23 causes of the unfunded liability, those actions will not provide sufficient funds to permit the state fund to 

24 pay its existing liabilities and obligations in a timely manner from premium and investment income available 

25 to the state fund. Therefore, it is necessary to provide other sources of funding for the unfunded liability 

26 in addition to premium and investment income. 

27 (21 The police power of the state extends to all great public needs. The state, in the exercise of 

28 its police power, has determined that it is greatly and immediately necessary to the public welfare to make 

29 workers' compensation insurance available to all employers through the state fund as the insurer of last 

30 resort. In making this insurance available, the state fund has incurred the unfunded liability described in 

(Legisl_ativ, 
"\Services 
l,\!!jvision 

- 4 -



,5th Legislature LC0051.01 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

subsection 11). The burden of this unfunded liability should not be borne solely by those employers who 

have insured with the state fund because the availability. of insurance to all employers through the state 

fund has benefited all those receiving compensation in Montano. n1is unfunses liabiliti,< sheuls net be beFne 

enlv b1• eR'lpleyeFs. Therefore, all employers, eR'lple1·ees, sale preprieters, subehapter S. eerperatien 

sharehelsers, partners ef partnerships, ans R'lBR'lbBFS er R'lanagers ef lifflites liability eeR'lpanies should share 

in the cost of the unfunded liability. 

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

liability." 

Section 6. Section 39-71-2503, MCA, is amended to read: 

"39-71-2503. Workers' compensation old fund liability tax. (1) (a) There is imposed on each 

12 employer, except an employer whose employees are covered by federal workers' compensation legislation, 

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

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

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

16 15-30-20411 l; 

17 (ii) for the preceding month for employers subject to the payment schedule contained m 

18 15-30-20412); and 

19 (iii) for the preceding year for employers subject to the payment schedule contained in 

20 15-30-204(3lla). 

21 (b) There is iR'lpeses en eaoh oR'lployee, eHeept an eR'lpleyee whe is eeveres by feseral werkeFG' 

22 eoR'lpensatien legislatien, an aid fund liabilit~• tax, as pre•,ided in ae 71 2e0e, on tAe eR'lple·ree's •,;ages. 

23 An eR'lpleyer paying wages fer servioes f)erforffles in Mentana shall sesuet ans withhels the tall freffl the 

24 'h'a§eS, 

25 fel,1!2J. (i) There is imposed on each business of a sole proprietor, on each subchapter S. corporation 

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

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

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

29 partner, or member or manager derived from ongoing activities. 

30 (ii) The tax imposed in this subsection feJ, 11..llli.l applies only to the ordinary income of a 
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shareholder, partner, member, or manager as the term "ordinary income" is defined in the Internal Revenue 

2 Code. 

3 liii) Partners of a publicly traded limited partnership are not subject to the tax imposed in this 

4 subsection M 1!.llhl-

5 AA1£1 A corporate officer of a subchapter S. corporatio_n who receives wages as an employee of 

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

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

8 officer's wages. 

9 M.l.Ql A corporate officer of a closely held corporation who owns stock in a closely held corporation 

1 0 that meets the stock ownership test under section 542(a)(2) of the Internal Revenue Code and receives 

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

12 received. The corporation is not liable for the tax on the corporate officer's wages. 

13 t#i!tl This old fund liability tax must be used to reduce the unfunded liability in the state fund 

14 incurred for claims for injuries resulting from accidents that occurred before July 1, 1990. If one or more 

1 5 loans or bonds are outstanding, the legislature may not reduce the security for repayment of the 

16 outstanding loans or bonds, except that the legislature may forgive payment of a tax or reduce a tax rate 

17 for any 12-month period if the workers' compensation bond repayment account contains on the first day 

18 of that period an amount, regardless of the source, that is in excess of the reserve maintained in the 

19 account and that is equal to the amount needed to pay and dedicated to the payment of the principal, 

20 premium, and interest that must be paid during that period on the outstanding loans or bonds. 

21 fW-ill Each employer shall maintain the records that the department requires concerning the old 

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

23 during regular business hours. 

24 (hi AA eFR13l0yee ciees Aet have any ri!ji'lt ef aetien a!jaiAst an eFR13l0yer fer aA'f FRBAey ciecitieteci 

25 aAci withhelci from tho ompleyee's wa!jes anci paici ta the state in e0m13lianee er inteAcieci eemplianee with 

26 ti'lis sestieA. 

27 !il The em13lo•for is lial31o to ti'le state for aAy ame1a1nt of olel ftJnel liallility tai<es, pl1a1s iAterost aAd 

28 ponalt~·, wi'len ti'lo em13leyor fails to witi'li'lelci frern an ern13loyee's wa§es er fails te remit to ti'le state ti'le 

29 olci t1a1nci liasility taH roeitJireci by this sootioA. 

30 #H.9.l A sole proprietor, subchapter S. corporation shareholder, partner of a partnership, or member 

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

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

3 the old fund liability tax required by this section. 

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

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

6 13) (al Tax payments and returns required by st1eseetions subsection ( 1 )(a) ans I 1 )(el must be 

7 made pursuant to 15-30-204. The department shall first credit a payment to the liability under 15-30-202 

8 and credit any remainder to the account provided for in 39-71-2504. 

9 (bl Tax payments due from sole proprietors, subchapter S. corporation shareholders, partners of 

1 0 partnerships, and members or managers of limited liability companies must be made with and at the same 

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

12 to the liability under 15-30-103 or 15-30-202 and shall then credit any remainder to the account provided 

13 for in 39-71-2504. 

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

1 5 department the amounts due under this section who fails to pay an amount is liable to the state for the 

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

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

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

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

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

21 that ensure the continued confidentiality of the information. 

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

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

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

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

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

27 of the tax imposed by this section. 

28 17) The provisions of Title 15, chapter 30, that are not in conflict with the provisions of this part 

29 regarding administration, remedies, enforcement, collections, hearings, interest, deficiency assessments, 

30 credits for overpayment, statute of limitations, penalties, estimated taxes, and department rulemaking 
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1 authority apply to the tax, to employers, te 0FA13lerees, to sole proprietors, to subchapter S. corporation 

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

3 department." 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

Section 7. Section 39-71-2503, MCA, is amended to read: 

"39-71-2503. Workers' compensation old fund liability tax. (1) (a) There is imposed on each 

employer, except an employer whose employees are covered by federal workers' compensation legis\at'1on, 

a workers' compensation old fund liability tax in an amount equal to 0.28%, 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 

15-30-204(21; and 

(iiil for the preceding year for employers subject to the payment schedule contained in 

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

(13) There is iFA13osed BA eaell eFA13ley00, eitee13t aA om13lo1(oe •,•11'10 is 00,·ered ey federal werkers' 

eOFA!IBRsatien le!jislatioA, an eld f1:1Ad liaeilit·r ta11, as 13rovidod in :39 71 2606, en tl'le employee's .,.,,ages. 

AA empleyer payiAg wa!jes for serviees perforFAed iA Mentana shall deduct and withl'leld the ta1( frem tl'le 

wages. 

(e) (i) Tllere is im13esed en eael'l eusiness ef a sale 11reprieter, OR oaeh sueellapter S. eerperatien 

sharehelder, on eaeR 13artAer ef a partnersl'lii;i, and BA eaeh fftemeer er FAanager of a limited liaeility 

eempaAy a werllers' eemi;iensatien eld fund liaeilit',' tait, as i;ireYided in :39 71 2606, BA tRe 13refit of eael'l 

ser3arate bi,miAess ef a sale 13reprieter and BA tRe distrieutive sRare of erdinaF'( ineeme of eaeh shareRelder, 

i;iartAer, er member er FAanager derived freFA en!jein!j aetivities. 

(ii) TRe taJE ifftpesed in this st1bseeti0A (el a13plies enly te tRe erdiAary iAeome ef e sl'larel'lolder, 

i;iartAer, FAember, er manager as tRe tern:i "erdinary ineen:ie" is defined in tRe lntemal i;;ieyenue Gede. 

liii) PartAers ef a i;iublielv trades lin:iites partAersRi!! are Rat st1bjeet te tRe ta)c impeses in H,is 

sueseetieA lei. 

!di A eor13erate effiser ef a stJbeRa13ter S. 00r130rati0A wRe reeeives wages as an efft13leyee ef tRe 

001130rati0A shall pay tRe ela ft1Ael liaeilitv ta11 on eetR tl=le wa!JBS ans an ( distribt1ti\•0 SRare ef erdinary 
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ineeFAo at tho oFApleveo rate. Tho subehaptor 6. eorperation is net liable far tho ta* en tho eerperate 

2 effieor's wa!J0S. 

3 le) /\ oerporato offieor ef a olesol,· hole oerperatien wl:lo awns steak in a olesolv hole oorporation 

4 that Ffloets tl:lo swek ownership test uneor sootion ii 4 2IaH2I ef tl:lo Internal Rovonuo Geeo ans roeoi·,•os 

5 wa!Jes as an oFAple•roo ef tho oorporatien is roquiroe to J3ay tho ale funs liability tai( onl·f en tl:lo wa!JOS 

6 resoi\•oe. TJ:io eerperatien is not liable fer tl:le ta* en tho eerperate effieor's wa!Jes. 

7 tfHQl This old fund liability tax must be used to reduce the unfunded liability in the state fund 

8 incurred for claims for injuries resulting from accidents that occurred before July 1, 1990. If one or more 

9 loans or bonds are outstanding, the legislature may not reduce the security for repayment of the 

1 O outstanding loans or bonds, except that the legislature may forgive payment of a tax or reduce a tax rate 

11 for any 12-month period if the workers' compensation bond repayment account contains on the first day 

1 2 of that period an amount, regardless of the source, that is in excess of the reserve maintained in the 

13 account and that is equal to the amount needed to pay and dedicated to the payment of the principal, 

14 premium, and interest that must be paid during that period on the outstanding loans or bonds. 

15 ½tfi£l. Each employer shall maintain the records that the department requires concerning the old 

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

17 during regular business hours. 

18 lhl /\n eA1ployee sees net have any ri!Jht ef aetien a!Jainst an eA'lple~·er for any FAeney eoduetee 

19 ane withhole freffl the BFflJ3le,•ee's v,'a!J0S ane pais to the state in eefflplianee or intonsod eeFAplianee with 

20 this sestien. 

21 (i) The eFflJ3ie~•er is liable ta tho state far any aA1eunt ef ale funs liability tai(os, plus interest and 

22 penalt~·. when the eFApleyer fails to withhold freffl an 0FApleyoe's wa!Jes er fails to rofflit ta ti'le state ti'le 

23 ale fund lia13ility taM requires by this soetien. 

24 !j) A sale preprietor, su13ol=laptor S. eerperation shareholder, partner of a partnership, er meA'lbor or 

25 ITTana!Jer ef a liA'litos liability eoITTpany is liable to tl=lo state far tl=lo aid hrnd liability ta>t, plus interest ans 

26 penalt,·, '"''hon tAe sale pre13riotor, sharol:lelf:ler, partner, or member er R'lana!) □ r fails te ren:iit ta the state 

27 the ole funs liability ta* requires by this soetion. 

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

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

30 131 W Tax payments and returns required by subsoetiens subsection I1llal ane (1Hbl must be 
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made pursuant to 15-30-204. The department shall first credit a payment to the liability under 15-30-202 

2 and credit any remainder to the account provided for in 39-71-2504. 

3 Oi) Tm< 13avments Elt,1e fFem sale JlF0JlFieteFs, sulleha13ter S. eeF13eratien shaFehelEleFs, 13artners ef 

4 13artnershiflS, anEl memllers BF manageFs ef limitoEl liallility OOFAJ)anies FAust Ile rnaEle with anel at the same 

5 time as tho rotuFns filoel flUFsuant to 1 Iii 3Q 111 anel 1 Iii 3Q 211. The ete13artFAont shall first eroelit a 13avmont 

6 to the liallility t,1nelor 1 Iii 3Q 1 Q3 er 1 Iii 3Q 2Q2 anel shall then eroelit any FeFAainelor to tho aooot,1nt 13re't'ieloel 

7 foF in 39 71 21iiQ4. 

8 (4) An employer's officer or employee with the duty to collect, account for, and pay to the 

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

1 O unpaid amount and any penalty and interest relating to that amount. 

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

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

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

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

15 that ensure the continued confidentiality of the information. 

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

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

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

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

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

21 of the tax imposed by this section. 

22 (71 The provisions of Title 15, chapter 30, that are not in conflict with the provisions of this part 

23 regarding administration, remedies, enforcement, collections, hearings, interest, deficiency assessments, 

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

25 authority apply to the tax, to eFA13leyern, ta orn13le·1oos, to solo 13re13FioteFs, to sullohaf)tor S. eer13oration 

26 sharet:ielelers, to 13artners of 13artnerst:ii13s, ta rnornllors or managers of lirnitoel liallilit)' eem13anies, an~ to tt:ie 

27 elopartrnent and to any penalty and interest." 

28 

29 

30 

Section 8. Section 39-71-2505, MCA, is amended to read: 

"39-71-2505. Payment of unfunded liability for injuries resulting from accidents occurring before 
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1 July 1, 1990. ( 1) The state fund shall pay for the cost of administering and paying claims for injuries 

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

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

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

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

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

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

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

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

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

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

12 but is not limited to total projected liability payments, l0ans and bond debt payments, revenue from the old 

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

14 cash for the year 2007. 

15 lb) (i) There is imposed on each employer a workers' compensation old fund liability tax as provided 

16 in 39-71-2503. The employer old fund liability tax is an amount equal to 0.5% of the employer's payroll 

17 in the preceding ealenear EtUarter payroll period as provided in 15-30-204. 

18 0i) The 0Ffl13loyee ole fune liaeility tai( is an affleunt BEtual to 0.2% ef the effl13leyee's wages in the 

19 13reeeeing ealonear Etuarter. 

20 titil-llil The old fund liability tax is an amount equal to 0,-2..% 0.1 % on the profit of each separate 

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

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

23 Miilil The rate of the employer old fund liability tax determined by this section includes the 0.28% 

24 employer old fund liability tax provided for in 39-71-2503. 

25 Mfu'.l (A) The employer old fund liability tax that is in excess of the 0.28% tax provided for in 

26 39-71-2503 terminates at the end of fiscal year 2007. 

27 (B) If the debt service account has sufficient funds to pay outstanding bonds or if no bonds are 

28 outstanding, the old fund liability tax may not be imposed after the end of fiscal year 2007. 

29 fv+tiY.l. The old fund liability tax described in this section must be collected and deposited as 

30 provided in 39-71-2503 and 39-71-2504. 
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1 (3) If ·in any January the cumulative projected amount to be borrowed by the state fund from 

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

3 1990, to administer and pay claims for injuries resulting from accidents that occurred before July 1, 1990, 

4 not including any outstanding bonds as of May 13, 1993, exceeds $80 million for the following fiscal year, 

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

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

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

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

9 (41 The total tax on the persons subject to the old fund liability tax may not exceed 0.75%. 

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

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

1 2 pursuant to this section." 

13 

14 Section 9. Section 39-71-2505, MCA, is amended to read: 

15 "39-71-2505. Payment of unfunded liability for injuries resulting from accidents occurring before 

16 July 1, 1990. ( 1 I The state fund shall pay for the cost of administering and paying claims for injuries 

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

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

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

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

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

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

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

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

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

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

27 but is not limited to total projected liability payments, loans and bond debt payments, revenue from the old 

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

29 cash for the year 2007. 

30 (b) (i) There is imposed on each employer a workers' compensation old fund liability tax as provided 
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in 39-71-2503. The employer old fund liability tax is an amount equal to 0.5% of the employer's payroll 

2 in the preceding calendar quarter. 

3 (ii) The 8A'lfll0'(08 eld hrnd lial:lil,ity tall is BA Qffl0URt 011ual te 0.2% ef the 011'1fll0;'88's wages iR the 

4 13reeediR!J salemlar 11uarter. 

5 (iii) The aid fuRd lial:lilitv tmE is an an:iaunt 011ual te 0.2% en the flFefit of eaah s013arata l:lusiness 

6 of a sole flF0flFieter and on the distril:luti..,o shme of erdinar~· iReeme of oaeh sul:leha13ter 6. BBFfloratien 

7 shareheleer, 13artnor ef a 1:1artneFshifl, eF meml:ler er mana§eF ef a limitoe lial:lilit'; eern13an·1. 

8 -lwtilll The rate of the employer old fund liability tax determined by this section includes the 0.28% 

9 employer old fund liability tax provided for in 39-71-2503. 

10 M.lliil (A) The employer old fund liability tax that is in excess of the 0.28% tax provided for in 

11 39-71-2503 terminates at the end of fiscal year 2007. 

12 (Bl If the debt service account has sufficient funds to pay outstanding bonds or if no bonds are 

13 outstanding, the old fund liability tax may not be imposed after the end of fiscal year 2007. 

14 wil-.liYl The old fund liability tax described in this section must be collected and deposited as 

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

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

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

18 1990, to administer and pay claims for injuries resulting from accidents that occurred before July 1, 1990, 

19 not including any outstanding bonds as of May 13, 1993, exceeds $80 million for the following fiscal year, 

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

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

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

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

24 (4) The total tax on the persons subject to the old fund liability tax may not exceed 0.75%. 

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

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

27 pursuant to this section." 

28 

29 NEW SECTION. Section 10. Effective dates -- retroactive applicability. (1) [Sections 1, 2, 4, 6, 

30 8, and 11 and this section] are effective July 1, 1997. 

f Legisl~tive 
\services 
\!!_ivision 

- 13 -



55th Legislature LC0051.01 

1 (2) The amendment to 39-71-2505(2)(b)(ii) in [section 81, decreasing the old fund liability rate to 

2 0.1 %, applies retroactively, within the meaning of 1-2-109, to taxes collected January 1, 1997. 

3 (3) [Sections 3, 5, 7, and 9] are effective on and after January 1, 1998. 

4 

5 

6 

NEW SECTION. Section 11. Termination. [Sections 4, 6, and 8] terminate December 31, 1997. 

-END-
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STATE OF MONTANA - FISCAL NOTE 

Fiscal Note for HB0305, as introduced 

DESCRIPTION OF PROPOSED LEGISLATION: 
The bill would eliminate the workers' compensation Old Fund Liability Tax (OFLT) on 
employees on July 1, 1997, and decrease the OFLT rate on self-employed persons to 0.01% 
for calender year 1997. 

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

(OFLT) equal to 0.5% of the employer's payroll in the preceding quarter; an employee 
OFLT equal to 0.2% of the employee's wages in the preceding quarter; an OFLT of 0.2% 
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 provides 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% for employers and 0.15% for employees and self-employed persons; for fiscal 
year 2000 to 0.4% for employers and 0.1% for employees and self-employed persons; 
and for fiscal year 2001 and thereafter to 0.28% for employers and 0.0% for 
employees and self-employed persons. 

5. state Fund staff estimate that OFLT rates under current law can be eliminated at the 
end of fiscal year 2001 with enough tax receipts set aside to fully fund Old Fund 
claims. 

6. current law will provide $198.2 million in OFLT collections prior to projected 
termination after fiscal year 2001. 

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

8. This bill proposes that: l)all employers should share in the cost of the unfunded 
liability; and 2)employees and sole proprietors, subchapter S corporation 
shareholders, partners of partnerships, and members or managers of limited liability 
companies should no longer share in the Old Fund unfunded liability. 

9. The OFLT on employees is proposed to be terminated effective 7/1/97. 
10. The OFLT on sole proprietors, subchapter S corporation shareholders, partners of 

partnerships, and members or managers of limited liability companies is proposed to 
be reduced, retroactively to 1/1/97, from 0.2% to 0.1%. 

11. The OFLT on sole proprietors, subchapter S corporation shareholders, partners of 
partnerships, and members or managers of limited liability companies is proposed to 
be terminated after 12/31/97. 

12. The statutes effecting the OFLT on employers is unchanged by this bill. 
13. Under proposed law, the State Fund staff estimate that OFLT can be eliminated during 

2004 with enough tax receipts set aside to fully fund Old Fund claims. 
14. The proposed law will provide $206.1 million in OFLT collections prior to proJected 

termination during fiscal year 2004. 

(Continued) 
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Fiscal Note Request, HB0305. as introduced 
Page 2 
(continued) 

15. The following illustrates the difference between current law and proposed law on the 
termination dates of the OFLT as estimated by State Fund staff. Under both current 
law and proposed law, the termination dates estimated will fully fund the Old Fund. 

CURRENT LAW PROPOSED LAW 

Termination of Employer OFLT June, 2001 September 30, 2003 

Termination of Employee OFLT June, 2000 July 1, 1997 

Termination of Self-Empl. OFLT June, 2000 December 31, 1997 

15. The following illustrates the difference between current law OFLT collections and 
proposed law OFLT collections. 

CURRENT LAW PROPOSED LAW DIFFERENCE 

Total OFLT Collections $198,165,000 $206,113, ODO $7,948,000 

Employer OFLT Collections $140,484,000 $188,944,000 $48,460,000 

Employee OFLT Collections $42,249,000 $12,529,000 ($29,720,000) 

Self-Empl. OFLT Collections $15,432,000 $4,460,000 ($10,792,000) 

Cu~~eot Lilli: QEL! Cglles.tiQOII 
Working Capital 

Employer Pmt Employee Pmt SelfEmpPmt Total Balance 
1997 31,293,000 12,529,000 4,605,000 48,427,000 21,288,000 
1998 32,232,000 12,905,000 4,720,000 49,857,000 50,850,000 
1999 29,879,000 9,969,000 3,628,000 43,476,000 77,167,000 
2000 27,356,000 6,846,000 2,479,000 36,681,000 99,346,000 
2001 19,724,000 0 0 19,724,000 106,7 I 0,000 
2002 0 0 0 0 96,129,000 
2003 0 0 0 0 86,334,000 
2004 0 0 0 0 77,314,000 
2005 0 0 0 0 69,045,000 
2006 0 0 0 0 61,491,000 
2007 Q Q Q 0 54,614,000 
TOTAL 140,484,000 42,249,000 15,432,000 198,165,000 

Pro12osed !,aw OFL T Collections 
Working Capital 

Employer Pmt Employee Pmt SelfEmpPmt Total Balance 
1997 31,293,000 12,529,000 4,605,000 47,281,000 20,142,000 
1998 32,232,000 1,182,000 33,414,000 32,722,000 
1999 29,879,000 29,879,000 44,030,000 
2000 27,356,000 27,356,000 54,779,000 
2001 24,655,000 24,655,000 64,763,000 
2002 21,767,000 21,767,000 73,741,000 
2003 18,683,000 18,683,000 81,401,000 
2004 3,079,000 3,079,000 74,745,000 
TOTAL 188,944,000 12,529,000 4,640,000 206,113,000 

(Continued) 
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FISCAL IMPACT: 

Revenues: 
OFLT Collections 

FY98 
Difference 

($16,443,000) 

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION: 

FY99 
Difference 

(11,244,000) 

The proposed law is estimated to require a total of $7.9 million more in OFLT collections 
before being terminated than will current law. 

The proposed law is estimated to require employers to pay $48.5 million more in total OFLT 
than under current law. 

The proposed legislation will continue the existence of the OFLT on employers longer than 
proposed law. Under current law it is estimated that the OFLT will terminate in June of 
2001. Under proposed law the OFLT termination date is estimated to be April, 2003. 

DOR is responsible for collecting the OFLT and bearing the associated cost. The changes 
proposed by this law and the extension of the Old Fund Liability Tax collections for a 
little over two years will impact the amount of administrative costs for the taxes 
collected: 

1. The repeal of the tax on self-employed will reduce DOR administrative requirements for 
those who report OFLT on income tax returns, but not until CY1999. There will be 
administrative savings of about $20,000 for 0.50 FTE, office audit, and related 
operating expenses in FY99. 

2. This proposal will have DOR collecting OFLT longer than the current law. Based on 
actual and estimated OFLT collection costs from FY94 through FY99, as provided to state 
Fund by the Department of Revenue, the department requires approximately 1.055% of 
annual OFLT collections to fund the collection costs. Using this ratio of collection 
costs to total collections correlates to $229,642 in annual cost in FY02,$165,572 in 
FY03, and $32,483 in FY04. 

TECHNICAL NOTES: 

The proposed law will decrease the OFLT collections by $1.1 million in FY97. 

section 2, (page 2, line 4), has ·such· stricken and replaced with "the'. It now reads 
... and the making or attempt to make any the deduction ... This language needs to be 
amended. 

Section 10 of the bill, which refers to the decrease in the OFLT rate for self-employed to 
0.1%, specifies that the decrease applies retroactively to" ... taxes collected January 1, 
1997." It may be clearer to specify to" ... taxes collected on and after January 1, 1997." 

Other proposed legislation, Senate Bill 67, is estimated to terminate the OFLT prior to 
current law and this proposed law. Senate Bill 67 will require less in OFLT collections in 
aggregate and by class (employer, employee, self-employed). 




