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HOUSE BILL NO. 646

INTRODUCED BY FABREGA, NORDTVEDT

IN THE HOUSE

February 8, 1979 _ Introduced and referred to
Committee on Taxation.

March 12, 1979 Committee recommend bill
do pass as amended. Report adopted.

March 14, 1979 Printed and placed on
members' desks.

March 15, 1979 Second reading, do pass.
March 16, 1979 Considered correctly engrossed.
March 17, 1979 Third reading, passed.
Transmitted to second house.
IN THE SENATE

March 19, 1979 Introduced and referred to
Committee on Taxation.

April 17, 1979 Committee recommend bill
be concurred in as amended.
Report adopted.

April 18, 1979 Second reading, concurred in,
On motion rules suspended. Bill
placed on Calendar for third
reading this day.
Third reading, concurred in
as amended.

IN THE HOUSE

April 19, 1979 Returned from second house.
Concurred in as amended.



April 19, 1979 Second reading, amendments
adopted.

Third reading, amendments
adopted. Sent to enrolling.

Reported correctly enrolled.
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INTRODUCED BY

A BILL FOR AN ACT ENTITLED: ®AN ALT PROVIOING AN
ALTERNATIVE METHOO OF COMPUTING PREMIUM TAX DUE BASED ON
INVESTMENT OF ASSETS IN MONTAMAG AMENDING SECTIONS
15-31-101y 33-2-311s AND 33-2-T0Se MCA; AND PROVIOCING AN

EFFECTIVE DATEL™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1« Section 33-2-T05¢+ MCAy is amended to read?
"33-2-705. Report on premiums and other consideration

-- taxe (1) Each authorized Iinsurer and each formerly

authorized insurer wWith respect to premiums so received

while an authorized insurer in this state shall file with
the commissionery on or before March 1 each years a report

{except as to wet marine and transportation insurance taxed

under subsection {3) below} in form as prescribed by the

commissioner showing total direct premium incomey 1Including
policys membershipy and other feesy premiums paid by
application of dividendse refundss savingss savings couponss
and similar returns or credits to payment of premiums for
new or additional or extended or renewed insurances charges
for payment of premium in installmentss and all other

consideration for insurance from all kinds and classes of
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insurance whether designated as a presiums or otherwises
received by it during the preceding calendar year on account
of poticies covering propaertys subjectses or risks Jocateds
residents or to be performed in Montanar with proper
proportionate allocation of premium as to such propertys
subjectss or risks in Montana insured wunder policies or
contracts covering propertys subjectss or risks located or
resident in more than one states after deducting from such
total direct premium income applicable cancellationss
returned preulums-‘the unabsorbed portion of any deposit
premiumy the amount of reduction in or refund of premiums
allowed to industrial life policyholders for payment of
premiums direct to an office of the insurers all policy
dividendsy refundse savingss savings couponss and other
similar returns paid or <credited to policyholders with
respect to such policies. As to title insurances “premiua®
inctudes only the risk portion of the charge for such
insurances No deducticn shall be made of the cash Ssurrender
values of policies. Considerations vreceived on annuity
contracts shall not be included in total direct premium
income and shall not be subject to taxe

{2) Coincident with the filing of the tax report
referred to in subsection (1} aboves each such iasurer shall

pay to the commissioner a tax upon such net premiumsy——the,y

Y A

INTRODUCED BILL

Ihis tax +o may be computed
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10) (i) An ipsurer may choose 10 compute _its _tax at
the rate of 2 374X of sueh fthe net premiumse.

Lii} Where——eny——insurer--hos An insurer choosing tbis
gethod and having not less than 50X of its paid-in capital
stock invested in Montana securitiesy-the—insurer-shali-be
15 3llowed to deduct whatever tax it may have already paid

to the state of Montana and its political subdivisionse
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during the same calendar year as to which premium tax is
being paide from the amount otherwise due wunder this
sectiones

13} For the purpose of this-proviston subsection (2}:

{a)l “paid-in capital stock® as to a mutual or
reciprocal insurer shall! be deemed to be an amount equal to
10% of the insurer®s assetsi and

ib)l ™Montana securities™ shall be deemed to include
only general obligations of the state of Montana or of its
potitical subdivisionss mortgage loans secured by a first
lien upon real estate located in Montanas aend real estate
located in Montana owned by the insurers angd securities
issuad by Montapa corparationss allt if otherwise lawful
investments of the insurer under this code.

+3(4) (a3) On or before March 1 of each year each
insurer shall! file with the commissioners on forms as
prescribed and furnished or accepted by himy 2 report of its
yross underwriting profit on wet marine and transportatic.:
insurances as defined in 33-1-209y written in this state
during the calendar year next preceding and shall at the
same time pay to the commissioner a tax of 374 of 1% of
such gross underwriting profite

(b} Such gross underwriting profit shall be
ascertained by deducting from the net premiums {ie€es gross

premiuns less all return premiums 3and premiums for

-y
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reinsurance) on such wet marine and transportation insurance
contracts the net losses paid (is=ees gross losses paid less
salvage and recoveries on reinsurance ceded) during such
calendar year under such contractss In the case of insurers
issuing participating contractsy such gross underwriting
profit shall not include for computation of the tax
prescribed by this subsection (3) the amounts refundedy
creditedy or paid as participation dividends or savings by
such insurers to the holders of such contractse

+43(5) That portion of the tax paid hereunder dy an
insurer on account of premiums received for fire Insurance
shall be separately specified in the report as required by
the commissioners for apportionmsent as provided by lawe
Where insurance against fire is included with insurance of
property against other perils at an undivided premsiume the
insurer shall make such reasonable allocation from such
entire premium to the fire portion of the coverage as shall
be stated in such report and as say be approved or accepted
by the commissionere

+53f{6) MWith respect to authorized insurers the preaium
tax provided by this section shall be payment in full and in
lieu of all other demands for any and all states <countys
citys districty municipals and schoo! taxess licensess fees.
and excises of whatever kind or characters excepting only

those prescribed by this codey taxes on real and tangible
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personal property located in this states and taxes payable
under 50-3-109.

t63(T} The commissioner say suspend or revoke the
certificate of authority of any insurer which fails to pay
its taxes as required under this section.*®

Section 2« Section 33~2-311s MCAs is amended to read:

"33-2-311. Tax on surplus lines. There Is imposed upon
premiums collected for surplus line insurance transacted in
this state a tax at the same rate and computed in the same
manner as provlded in subsection (23(b)fi) of 33-2-T05 as to
presiuas of authorized insurerss except that amounts
collected from the insured specifically for applicable state
and fedaral taxess and in excess of the premium otherwise
requireds shall not be deemaed to be part of the premium for
the purposes of such computations Upon filing of the annual
statement referred to in 33~2-310{2)y the surplus line agent
shall pay to the commissioner the amount of tax owing as to
surpius line insurance business transacted by hia during the
preceding calendar yeare If a surplfus 1line policy covers
risk or exposures only partially in this states the tax
payable shall be computed upon the proportion of the premiua
which is properly allocable to the risks or exposures
located in this state.™

Section 3. Section 15-31-1014 MCA,s is amended to read:

®15-31-101l« Organizations subject to taxe (1) The term

HEGve
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"corporation® includes associationse joint-stock companiess
common-law trusts and business trusts which do business in
an organized capacitys and all other corporations whether
createds organizeds or existing under and pursuant to the
lawss agreemantss or declarations of trust of any states
countrys or the uUnited States.

{2) The terms “engaged in business® and "doing
business™ both mean actively engaging in any transaction for
the purpose of financial or pecuniary gain or profite.

{3} Every corporationes except as hereinafter provided
and except as provided in 33-2-7T05¢53{6)+ engaged in
business in the state of Montana shall annually pay to the
state treasurer as a license fee for the privilege of
carrying on business in this state such percentage or
percentages of its total net Iincome for the pr;cedlng
taxable year at the rate hereinafter set forthe In the case
of corporations having income from business activity which
is taxable both within and without this states the license
fee shall be measured by the net income derived from or
attributable to Hontana sources as determined under part 3.
This tax is due and payeble on the 15th day of the 5th month
following the close of the taxable year of the corporation;
howevers the tax becomes a lien as provided in this chapter
on the last day of the taxable year in which the income was

earned and is for the privilege of carrying on business in

-
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this state for the taxable year in which the income was
earnede

{4) Every bank organized under the laws of the state
of Montana or of any other state and every naticonal bank
organized under the laws of the United States are subject to
the Montana corporation lticense tax provided for under this
chaptere For taxable years beginning on and after January ls
1972+ this subsection is effective in accordance with Public
Law 91-156y section 2 (12 UaSe<le 548}).%

Section 4. Effective date and applicabilitye This act
is effective on passage and approval and applies to taxable
years beginning after December 3ls 1978,

-End-



STATE OF MONTANA
Request No. 312-79
F1SCAL NOTE
. Form BD-15

In compliance with a written request received  February 13, 1979 | there is hereby
submitted a Fiscal Note for  House Bill 646 pursuant to Chapter 53, Laws of Montana,
1965 - Thirty-Ninth Legislative Assembly. Background information used in developing
this Fiscal Note is available from the Office of Budget and Program Planning, to members
of the Legislature upon request.

DESCRIPTION OF PROPOSED LEGISLATION:

House Bill 646 is an act providing an alternate method of computing premium
taxes due based on investment of assets in Montana; amending section 15-31-101
and 33-2-311 to make them compatable with the changes in 33-2-705.

ASSUMPTIONS :

1. Effective date of any expense increase - January 1, 1980.

2. Revenue from taxes will first be affected by 1979 premiums written.

3. New exemptions will be available to all insurance companies authorized in

Montana (Approximately 1,000), not just the domestic companies.

4, If a large number of companies do use the exemption, an additional FTE to verify
the authenticity and ownership of the assets may be necessary.

FISCAL IMPACT:

The impacl on revenues cannot be determined. There could be a significant revenue
loss or no loss al all.

A@/ 0, Fa e .'\A,.\

BUDGET DIRECTOR u/ y
Office of Budget and Program Planning

Date:  a,s5(7%
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Approved by Committee
on Taxation

HOUSE BILL NOes 645

INTRODUCED BY FABREGAs NORDTVEDT

A BILL FOR AN ACY ENTITLED: "AN ACT PRGVIDING ODOMESTIC
INSURERS AN ALTERNATIVE METHOD OF COMPUTING PREMIUM TAX DUE
BASED ON INVESTHMENT OF ASSETS IN MONTANA; AMENOING SECTIONS
15-31-101y 33-2-311y AND 33-2-705s MCA; AND PROVIDING AN

EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANAC
Section 1. Section 33-2-T0S5e« “CAy is amended to read:
733-2~-705« Report on premiuas and other consideration

-- taxe {1} Each authorized insurer and each formerly

authorized insurer with respect to premiums so received

while an authorized insurer in this state shall file with
the commissionery on or befcre March I cach years a report

{except as to wet marine and transportation insurance taxed

under subsection (3) below) in form as prescribed by the

commissioner showing total direct premium incomes including
policys membershipe and other feesy premiums paid by
application of dividendss refundss savingss Savings Couponss
and similar returns or credits to payment of premiums for
new or additional or extended or renewed insurancee charges
for payment of premium in installmentss and all other

consideration for insurance from all kinds and classes of
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insurance whether designated as a3 premium or otherwises
received by it during the preceding calendar year on account
of policies covering propertys subjectss or risks locateds
residents or to bhe performed in Montanas with praoper
proportionate allocation of premium as to such propertys
subjectss Or risks in Montana insured under policies or
contracts covering propertys subjectss or risks tocated or
resident in more than one states after deducting from such
total direct premium income applicable cancellationsy
returned preniums"the unabsorbed portion of any deposit
premiumy the amount of reduction in or refund of premiums
allowed to industrial 1life polticyholders Ffor payment of
premiums direct to an office of the insurersy all policy
dividendss ruefundss savingss savings couponss and other
similar returns paid or credited to policyholders with
respect to such policiess As to title insurances "premium®
includes only the risk portion of the <charge for such
insurances Mo Jdeduction shall! be made of the cash surrender
values of policiess Considerations received on annuity
contracts shall not be included in total direct premium
income andi shall not be subject to taxe

{2y Coincident with the filing of the tax report
referred to in subsection {1) aboves each such insurer shal}
pay to the comaissioner a tax upon such net premiumsy—-the,

Iois tax ®e may be computed in_gither of the following ways:

-2- HB 646
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{a}_ _{i} As A__DOMESTIC insurer @ay choose to_compute
its_tax on the perceptage of its admitted asseis_inwested in
Hoptana securities_accordicg to.the following schedules

L1A)Y__2.3/4% of net premiums if the insurer . has__ Q3 __of
its_admitted assets investad ip Mootapa securigiesi

1Bl 2 ls43 of pet premiums if_tbe_ipsuzer bhas gt least
2%3__of _its admitted assets jovested io Montand securitiesi

1C)_ 1 3/4% of pel previues. if the iosurcr bas at_least
203 of its admitted assets ipvested in Mopnlana _securitiessi

LRy __1_ls43 of pet premives if the ipsurer has_at_least
153 _of _its admitied assets inyesjed in Montana securitiesi
and

1E1__3/4% of pet premivms_if_ the iosurer _has_ . 1003 _of
its_adaitted assels_ioyested ip Mootaoa securitiess

Liil “Admitted.  assets® ore those _assets allowed. in
33-2-501a

Liiil Ap ipsurer choosing this method of computation
must__itepiZe its Moptana securitivs in-its-annoai-repert ON
A DETAILED SCHEDULE ATTACHED YO 173 ANNUAL TAX REPORIa

ip)__fi) An--insgrer--may--cheeae--te IE__IHE __HMETHOD
PROYIQED _FOR_ _IN__SUBSECTION _tA) IS5 MNOT USERs THE INSURER
SHALL compute its tax at the rate of 2 3/4% of sweh the _pet
premiums.

{ii] where--any--imsurer—-hss An_insurgr_choesicg_this

methed and _bhaving not less than 5063 of its paid-in capital

~3- HB 646
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stock invested in Montana securitiesv-the-inssrer-shati-be
is allowed to deduct whatever tax it may have already paid
to the state of Montana and its political subdivisionse
during the same calendar year as to which premium tax is
peiny paids from the amount otherwise due under this
sections

{3) For the purpose of this-provisien subsection _(2}:

ia} “paid-in capital stock™ as to a mutual or
reciprocal insurer shall be deemed to be an amount equal to
10X of the insurer®s assetsi and

(k) ™"Montana securities®™ shall be deemed to include
only general obligations of the state of Montana or of its
political subdivisionss mortgage 1loans secured by a first
lien upon real estate located in Montanas LDANS _SECURED RBY
COLLATERAL _ISSUED _AT ARM*S LENGTH BY MONTANA CORPORATIQNSs
and real estate located in Montana owned by the insurers and
securitiess BONDSs PREFERRED STOCKs ANO COMMON STOCK issued
by _Moptapa_corporatiagnss all if otherwise lawful investments
of the insurer under this code.

t33(4) {2a) On 6r pefore M™March 1 of each year each
insurer shall file with the commissionery on forms as
prescribed and furnished or accepted by hims a report of its
gross underwriting profit on wet marine and transportation
insurancey as defined in 33-1-209y written in this state

during the calendar year next preceding and shall at the

—l HB 646
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same time pay to the commissioner a tax of 3/4 of 1% of
such gross underwriting profite

ih) Such gross underwriting profit shall be
ascertained by deducting from the net premiums (ie€ey gross
premiums less all return premivms and premiums for
reinsurance) on such wet marine and transportation insurance
contracts the net Yosses paid {is-ees gross losses paid less
salvage and recoveries on reinsurance ceded) during such
calendar year under such contractse In the case of insurers
issuing participating contractse such gross underwriting
profit shall not include for computation of the tax
prescribed by this subsection (3) the amounts refundeds
crediteds or paid as participation dividends or savings by
such insurers to the holders of such contractse

t4¥45} That portion of the tax paid hereunder by an
insurer on account of premiums received for fire insurance
shall be separately specified in the report as required by
the commissioners for apportionment as provided by lawe
wWhere insurance against fire is inctuded with insurance of
property against other perils at an undivided premiumy the
insurer shall make such reasonable allocation from such
entire premium to the fire portion of the coverage as shalt
be stated in such report and as may be approved or accepted
by the commissioners

$+5%{6) With respect to authorized insurers the premium

-5 HB 4%

10

11
12
13
14
15
16
17
18
i9

20

22

23

Zh

25

HB 0646702

tax provided by this section shall he payment in full and in
lieu of all other demands for any and 311 statee Ccountys
citye districts municipals and school taxess licensess fees,
and excises of whatever kind or characters excepting only
those prescribed by this codes taxes on real and tangible
personal property tocated in this states and taxes nayable
under 50-3-109.

$6317) The commissioner may suspend or revoke the
certificate of authority of any insurer which fails to pay
1ts texes as requu}ed under this section.”

Section 2. Section 33-2-311ls “CAs is amended to read:

®*33-2-311. Tax on surpius lines. There is imposed upon
premiums coliected for surplus line insurance transacted in
this state 3 tax 4t the same rate and computed in the same
manner 3s provisded in subsection f2)1(b1Li) of 33-2-705 as to
premiums of authorized insurerss except that amounts
collected from the insured specifically for applicable state
and federal taxess and in excess of the premium otherwise
requiredy snall not be deemed to be part of the premium for
the purposes of such computation. Upon filing of the annuatl
statement referred to in 33-2-310{2}s the surplus line agent
shall pay to the commissioner the amount of tax owing as to
surplus tine insurance business transacted by him during the
preceding calendar yeare If a surplus line policy covers

risk or exposures only partially in this statey the tax

—6- HE 646
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payable shall be computed upon the proportion of the premium
which is properly allocable to the risks or exposures
located in this state.”

Section e SEccion 15-31-101+ MCAy is amended to read:

"15-31-10l. Organizations subject to taxe {1} The term
"corporation® includes associations, joint-stock companiess
common-ldw trusts and business trusts which do business in
an organized capacitys and all other corparations whether
createds organizeds or existing under and pursuant to the
lawse agreementse or declarations of trust of any states
countrys or the United States. .

{2) The terms T"engaged in business® and *doing
business™ both mean actively engaging in any transaction for

the purpose of financial or pecuniary gain or profit.

{3) Every corporations except as hereinafter provided
and except as provided in 33-2-705¢53{4)l+ engaged in
business in the state of Montana shall annually pay to the
state treasurer as a license fee for the privilege of
carrying on business in this state such percentage or
percentages of its total! net income fur the preceding
taxable year at the rate hereinafter set forths In the case
of corporations having income from business activity which
is taxable both within and without this states the license
fee shall be measured by the net income derived from or

attributable to Montana sources as determined under part 3.

-7- HB 646
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This tax is due and payable on the 15th day of the 5th month
following the close of the taxuble year of the corporation;
howevers the tax becomes a lien as provided in this chapter
on the last day of the taxable year in which the income was
earned and is for the privilege of carrying on business in
this state for the taxable year in which the income was
earnede

t4) Every bank organized under the laws of the state
of Montana or of any other state and every national bank
oryanized under the laws of the United States are subject to
the Montana corporation license tax provided for under this
chaptere For taxable years beginning on and after January 1«
1972+ this subsection is effective in accordance with Public
Law F1-156 section 2 (12 UeSels S548)e"

Section &« Effective date and applicability. This act
is effective on passage and approval and applies to taxable
years beginning after Jecember 31, 1978.

-End-

-8- HE 646
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HOUSE BILL ND. 646

INTRODUCED BY FABREGAs NORDTVEDT

A BILL FOR AN ACY ENTITLED: "AM  ACT PRAOVIOING DOMESIIC
INSURERS AN ALTERNATIVE METHOD OF COMPUTING PREMIUM TAX OUE
BASED UON INVESTMENT UF ASSETS IN MONTANA; AMENDING SECTIONS
15-31-101y 33-2-311e¢ AND 33-2-T0OSe MCA; AND PROVIDING AN

EFFECTIVE DATE.™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 33-2-T7T0S5y MCAs is amended to read:
"33-2-T05« Report on premiums and other consideration

-~ taxe {1} Each authorized insurer and each formerly

authorized insurer with respect to premiums so received

while an authorized insurer in this state shall file with
the commissioners on or before March 1 each years a report

{except as to wet marine and transportation insurance taxed

under subsection (3) below} in form as prescribed by the

commissioner showing total direct premium incomey including
policys memberships and other foess premiums paid by
application of dividendss refundss savings. savings couponse
and similar returns or credits to payment of premiuns for
new or additional or extended or renewed insurances charges
for payment of premium in installmentsy and all other

consideration for insurance from 311 kinds and classes of
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insurance whether designated as a premium or otherwises
received by it during the preceding calendar year on account
of policies covering propertys subjectss or risks locateds
residents or to be performed in Montanas with proper
proportionate allocation of premium as to such propertyes
subjectss or risks in Montand insured wunder policies or
contracts covering propertys subjectse or risks located or
resident in more than one states after deducting from such
total direct premium income applicable cancellationse
returned preniuns{ the unabsorbed portion of any deposit
premiume the amount of reduction in or refund of premiums
alloded to industrial 1Yife policyholders for payment of
premiums direct to an office of the insurery all policy
dividendss refundss savingse savings couponss and other
similar returns paid or credited to policyholders with
respect to such policiese As to title insurances "premium®
inctudes only the risk portion of the charge for such
insurancece No Jeduction shall be made of the cash Surrender
values of policies. Considerations receiver on annuity
contracts shall not be included in total direct opremium
income and snall not be subject t& tixe

{2) Coincident with the filing of the +tax report
referred to in subsection (1) aboves each such insurer shall
pay to the commissioner a tax upon such net premiumsy——they

Ihis tax ®o pay be computed jp _sither of the following ways:

-2- HB 646
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£3)_.Li) An A__DOMESIIC issurer may chogse $0 compuse
its_ 13ax_gn _tha percentage. gf_its adeitted assets ianvested in
tientana_securities. acgording ta-tbe follgwing schedules:

£4)__2_3/5% of net promiums if the ipsuyrer__has__9%__qf
ita_gdmitted assets_inwestad in Montaoa securitiesi

LBl % lz4X of _nel_presiues_if_the_insurer_bas_ at_least
233_.0of _its admitted gssets_inyesied im Moolaga secueitligsi

46k 1 3/4% of net presiums if_the ipsuref bas at-lgast
203 of its _a3dwitigd asseis_iovested in Montana _securitiesi

01 L _1/9% of oet preeivmes if the ipsucer _has-at_least
13% __of _iss_adeitted assets ipyasted ip Montana securitiesi
angd

180343 of pet presiues if_ the iosurer has__1QQ%__of
its adaittaegd a5sets_iovestsd in Mootaos seeuritiess

Liil _“Admitted. _ossets®_ _are _those _assets _allowed io
33:2-301

£4ii)_Ap insurgr ghegsing his _eethed of compuiatigo
eust. _iteRiZe its Moptapa securities sm-ifs-anocuai-repert ON
A DETALILED SCHEQULE ATTACHED YO 113 ANNUAL TAX REPORT.

{bk _iil se=-ifagrer-cmey-—ghoose-cso If__IHE __METHGD
PROYIDED _FOR__Ih _SUBSECTIQN _f14) IS NOY LSEQ THE INSURER
SHALL £ompyig it _$ax at the rate of 2 376X of suweh the _pgt
premiums,

{ii) wWhere--eny-—insurer--hes Ap insurer chegsing this

aethed _and hayipng not less than $%% of its paid-in capital

-3- HB 646
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stock invested im Montana securjtiesy-the-ipgucer-ghaii-be
is allowed tg deduct whateyer t3s it may haxe alesady Raid
ta the state of Moptana ang its politicgl syhdivisionsy
during the same calendar ygar as to whigh premiuym tax s
being paide fraom the amount otherwise due under this
sectiane

£31 For the purppse of this-proyieten subsectign _f{21:

Lal "paid-in  capital stock® as to g mutual or
recipraca) insurer shall be dgemed to be an amgunt equal to
10% of the insurer?s assets] and

1kl T"Montana securities® shall be deemed to jnclude
only general ohligations af the state of Mantana of of its
palitical subdivisionsy mortgage Jaans secured hy 3 fjrst
lien upon real pstate lacated in Montanay LOANS SECURED BY
COLLATEBAL__ISSUED_ 47 #BHIS_LENGIH BY MONIANA CORPORATIONS.
and real estate located in Montana owned by the insurers angd
securitigss BONDS» PREEERREQ SIOCLKs AND COMMON SIOCK issyed
by Montana cgrperationss 211 if otherwise lawful investments
of the insurer under this codes

t33448) (a) On or tefore March 1 of each year each
insurer shall file with the commissionery on forms 2as
prescribed and furnished or Jccepted by himy 2 report of its
gross wunderyriting profit on wet marine and transportagion
insurances 35 defined in 33-1-209y written in this state

during the calengar year next preceding and shall ot the
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same time pay to the commissioner a tax of 374 of 1% of
such gross underwriting profite

(L) Such gross underwriting profit shalil be

ascertained by deducting from the net premiums [ie€er gross
premiums Yess all return premiums and premiums for
reinsurance) on such wet marine and transportation insurance
contracts the net losses paid {i<Ber gross losses paid less
saivage and recoveries on reinsurance ceded) during such
calendar year under such contractse In the case of insurers
issuing participating contractss such gross underwriting
profit shall not include for computation of the tax
prescribed by this subsection ({3) the amounts refundeds
crediteds or paid as participation dividends or savings by
such insurers to the holders of such contractss

t43¥[5) That portion of the tax paid hereunder by an
insurer on account of premiums received for fire insurance
shall be separately specified in the report as required by
the commissicners for apportionment as provided by lawe
Where insurance against fire is included with insurance of
property against other perils at an undivided premiumy the
insurer shall make such reasonable allocation from such
entire premium to the fire portion of the coverage as shatll
be stated in such report and as may be Jdpproved of accepted
by the commissionere

$+5¥[6) With respect to authorized insurers the premium

-5- HO 646
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tax provided by this section shall be payment in full and in
lied aof all otner demands for any and all states Ccountys
Citys districty municipals and school taxeses licensess fees,
ang excises of whatever kinJ or characters excepting only
those prescribed by this codes taxes on real and tangible
personal property located in this states and taxes payable
under 50-3-109.

t62{11 The commissioner may suspend or revoke the
certificate of authority of any insurer which fails to pay
its taxes as requi}ed under this section.™

Section 2« Section 33-2-31ls MCA, is amended to read:

"33-2~311. Tax on surplus linese. There is imposed upon
premiums collected for surplus tine insurance transacted in
this state a tax at the same ratce and computed in the same
manner as provided in suybsectign L23(t}Lj} of 33-2-T0S as to
premiums of authorized insurerss except that amounts
collected from the insured specifically for applicable state
and federal taxess and in excess of the premium otherwise
requireds shall not be deemed to be part of the premium for
the purposes of such computation. Upon filing of the annual
statement referrcd to in 33-2-310{5}- the surplus line agent
shall pay to the commissioner the amount of tax owing as to
siurplys line insurance business transacted by him during the
preceding calendar yeare If a surplus 1line policy covers

risk or exposures only partially in this states the tax

6 HB 646
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payable shall be compute upon the nroportion of the promium
whicn is properly allocable to the risks or exposures
located in this state.”

Section 3. Section 15-31-101, NCAs is amended to read:

"]15-31-10)ls Organizations subject to taxe (1) The term
"corporation® includes associationss joint-stock companieses
common-1aw trusts and business trusts which do business in
an organized capacitys and all other corporations whether
createds organizeds or existing under and pursuant to the
lawses aqgreementss or declarations of trust of any states
countrys Or the United States.

{2) The terms "engaged in business” and "daing
business® both mean actively engaging in any transaction for
the purpose of financial or pecuniary gain or profit.

{3) Every corporations except as hereinafter provided
and except as provided in 33-2-TO54%%if1lv engaged in
business in the state of Montana shall annually pay to the
state treasurer 35 3 license fee for the privilege of
carrying on business in this state such percentage or
percentages of its total net income for the preceding
taxable year at the rate hereinafter set forthe In the case
of corporations having income from business activity which
is taxable both within and without this states the license
fee shall be measured by the net income derived from or

attributable to Montana sources as determined under part 3.

-7~ HA 646

10
11
12
13
14
15
16
17

HB 0646/02

This tax is due and payable on the 15th day of the 5th month
following the close of the taxable year of the corporation;
howevers the tax becomes a lien as provided in this chapter
on the last day of the taxable year in which the income was
earned and is for the privilege of carrying on business in
this state for the taxable year in which the income was
earnede.

(4) Every bank organized under the laws of the state
of Montana or of any other state and every national bank
organized under the laws of the United States are subject to
the Montana corporation license tax provided for under this
chaptere For taxable years beginning on and after January ls
1972+ this subsection is effective in accordance with Public
Law 91-156¢ section 2 (12 UeSeCe S548)e"™

Section 4« Effective date and applicabilitye This act
is. effective on passage and approval and applies to taxable
years beginning after Gecember 31y 1978,

-End~
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HOUSE BILL NO« 6546

INTRODUCED BY FABREGAs NORDTYEDT

A BILL FOR AN ACT ENTITLED: AN ACT PROVIDING QOMESTIC
INSURERS AN ALTERNATIVE METHOD OF COMPUTING PREMIUM YAX DUE
BASED ON INVESTMENT OF ASSETS IN MONTANA; AMENDING SECTIONS
15-31-101, 33=1-201 33-2-311ly AND 33-2-7054 MCA; AND

PROVIDING AN EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section ls Section 33-2-T05y MCAy is amended to read:
®33-2-705. Report on presiums and other consideration

-~ taxe (1) Each authorized insurer and each formerly

authorized insurer with respect to premiums so received

white an authorized insurer in this state shall file with
the commissioners on or before March 1 each yeare a report

(except as to wet marine and transportation insurance taxed

under subsection (3) below)} in form as prescribed by the

commissioner showing total direct premium incomes including
policys memberships and other feessy premiums paid by
application of dividendss refundss savingss savings couponss
and similar returns or credits to payment of premfums fof
new or additional or extended or renewed insurances charges
for payment of opremium in installmentsy, and 311 other

consideration for insurance from all kinds and classes of
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insurance whether designated as a premium or otherwises
received by it during the preceding calendar year on account
of policies covering propertyes subjectss or risks located,
residenty or to be performed Iin MNontanas with proper
proportionate allocation of premium as to such propertys
subjectss or risks in Montana insured under policies or
contracts covering propertys subjectss or risks located or
resident in more than one state, after deducting from such
total direct premium income applicable cancellationse
returned premiumsys the unabsorbed portion of any deposit
premiums the amount of reduction in or refund of premiums
3llowed to industrial 1life policyholders for payment of
premiums direct to an office of the insurery all policy
dividendsy refundsy savingss savings couponss and other
similar returns paid or credited to policyholders with
respect to such policies. As to title insurances ™premium®
includes only the risk portion of the charge for such
insurance. No deduction shall be made of the cash surrender
valuas of policless Considerations received on annuity
contracts shall not be included {In total direct premium
income and shall not be subject to taxe

{2) Coincident with the filing of the tax regort
referred to in subsection (1) abovey, each such insurer shatl
pay to the comnissioner a tax upon such net premiumsy——thes

Ihis tax ¢e may be computed jn ejther of the following ways:

-2- HB 646
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aust _itemize its Mootana securities ia-its-sanusi-repore ON
A DETASED SCHEDULE ATTACHED 10 ITS ANNUAL T4X REPORT.

4b) (1) ao--inaurer-—say——choose-—ta I1E__JHE _METHOD
PEOVIOEQ FOR JN SUBSECTION _{A)_ IS NOT USEDs THE INSURER

aHALL compute jits tax at the rate of 2 3/4X of sweh the _net

premiuase.

{11} Where-—eny--insurer--hes An insurer choosing this

-3~ HB 646
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asthod_and having not less than 50% of its paid-in capital
stock invested In Montana securitiesr-~the-insurer-shodi-be
is allowed to deduct whatever tax it may have already paid
to the state of Montana and its political subdivisions,
during the same calendar year as to which premium tax is
being paidey from the amount otherwise due under this
sectiona

43} For the purpose of this-previsten subsection _(2}):

£a)l “paid-in

reciprocal insurer shail be deemed to be an amount egqual to

capital stock® as to a wmutual or

10X of the insurer®s assetsi and

ihl *“Montana securlities® shall be deemed to include
only general obligations of the state of Montana or of its
political subdivigsionss wmortgage loans secured by a first

lien upon real estate located in Montanas kEANS--SEGURER--B¥

and AND real estate located in Montana owned by the insurers

and-sacuciticar-RONBSy-PREFERRER--5FHEN=-AN--GANNAN--STOEK
isayad-—by-—Hontans--esrgeratienay atl If otherwise lawful

investesents of the insurer under this code.

¢324{4) (a) On or bhefore Merch 1 of each vyear eaach
insurer shall file with the commissicnery on forms as
prescribed and furnishad or accepted by hime a repart of its
gross underwriting profit on wet marina and transportation

insurancey as defined in 33-1-209s written in this state

—fy HB 646
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during the calendar year next preceding and shall at the
same time pay to the commissioner a tax of 374 of 1X of
such gross underwriting profite

(b) Such gross underwriting profit shall be
ascertained by-deducting from the net premiums {(le0e.y gross
premiums less a1l return premiums and premiums for
reinsurance} on such wet marine and transportation insurance
contracts +the net losses paid [ieeesr gross losses palid less
salvage and recoveries on reinsurance ceded) during such
catendar year under such contractse In the case of insurers
issuing participating contractses Such gross underwriting
profit shall not include for computation of the tax
prescribed by this subsection (3) the amounts refundeds
creditedy or paid as participation dividends or savings by
such insurers to the holders of such contractse

€t4¥4{5) That portion of the tax paid hereunder by an
insurer on account of premiuss received for fire insurance
shall be separately specified in the report as required by
the commissioners for apportionment as provided by lawe
Where insurance against fire is included with insdurance of
property against other perils at an undivided premiums the
insurer shall make such reasonable allocation from such
entire premium to the fire portion of the coverage as shall
be stated in such report and as may be approved or accepted

by the commissioners

-5- HB 646
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4+5¥(&) Hith respect to authorized insurers the premium
tax provided by this section shall be payment in full and in
lieu of all other demands for any and all states countys
citye districte municipale and school taxess licensesy fees,
and exclises of whatever kind or characters excepting only
those prascribed by this codes taxes on real and tangible
personal property located in this states and taxes payable
under 50-3-109.

£6¥11) The commissioner wmay suspend or revoke the
certificate of authority of any insurer which fails to pay
its taxes as required under this section."

Section 2. Section 33-2-311y MCAy is amended to read:

®33-2-311. Fax on surplus lines. There Is imposed upon
premiums collected for surplus line insurance transacted in
this state a tax at the same rate and computed In the same
manner as provided in subsection (2)({b)1i) of 33-2-705 as to
premiumas of authorized insurersy except that amounts
collected from the insured specifically for applicable state
and federal taxess and in excess of the presium otherwise
requireds shall not be deemed to be part of the premium for
the purposes of such conputation; Upon filing of the annual
statement referred to in 33-2-310(2)+ the surplus line agent
shall pay to the commissioner the amount of tax owing as to
surplus line insurance business transacted by him during the

preceding calendar yeare If a surplus line policy covers

—6- HB 646
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risk or exposures only partially in this state, the tax
payable shall be computed upon the proportion of the premium
which is properly allocable to the risks or exposures
Tocated in this st;te.'

Section 3. Section 15-31-101s MCAe Is amended to read:

"15-31-101« Organizations subject to taxe (1) The term
®corporation® includes associationsy joint-stock companiess
common-law trusts and business trusts which do business in
an organized capacitys and all other corporations whether
createds organizeds or existing under and pursuant to the
lawsys agreementse or declarations of trust of any states
countrye or the United States.

{2} The terms "engaged in business® and %“doing
business® both mean actively engaging in any transaction for
the purpose of financlal or pecuniary gain or profits.

{3) Every corporations except as hareinafter provided
and except as provided In 33-2-T0545%({f)» engaged in
business in the state of Montana shall annually pay to the
state treasurer as a license fes for the privilege of
carrying on business in this state such percentage or
percentages of its total net income for the preceding
taxable year at the rate hereinafter set forthe. In the case
of corporations having income from business activity which
is taxable both within and without this statee the license

fee shal? be measured by the net income derived from or
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attributable to Montana sources as determined under part 3.
This tax is due and payable on the 15th day of the 5th month
following the close of the taxable year of the corporation;
howevers the tax becomes a lien as provided in this chapter
on the last day of the taxable year in which the income was
earned and is for the privilege of carrying on business in
this state for the taxabie year in which the income was
earned.

{4) Every bank organized under the laws of the state
of Montana or of any other state and every national bank
organized under the laws of the United States are subject to
the Montana corporation license tax provided for under this
chapter. For taxable years beginning on and after January l»
1972+ this subsection is effective in accordance with Public
Law 91-156, section 2 {12 U.5+Ce 548) "

Section 4. Effective date and applicabilitye This act
is effective on psssage and approval and applies to taxable
years beginning after December 31y 1978.

%33-1-201. Definitions ~~ insurance in general. (1) An
"alien insurer® is one formed under the laws of any country
other than the United States of Americas its statesy
districtss territoriesy and commonwealths.

{2) An “authorized insurer® is one duly authorized by

subsisting cartificate of authority issued by the
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commissioner to transact insurance in this state.

{3) A "domestic insurer® is one formed jncorpoarated
under the 1aws of this state.

{4) A "foreign insurer™ is one formed under the laws
of any jurisdiction other than this state. Except  where
distinguished by contexts foreign insurer includes also an
alien insurere

{5) *Insurance®™ is a contract whereby one undertakes
to indemnify another or pay or provide a specified or
determinable amount or benefit upon determinable
contingenciese

{6} *Insurer™ includes every person enqgaged as
indemnitors suretys or contractor in the business of
entering into contracts of insurance.

{7) "“State"r when used as to Jurisdictions means a
statey the District of Columbias a territorys commonwealths
or possession of the United States of America.

{8} ™"Transact™y with respect to insurances includes
any of the following:

{a) solicitation and inducement;

(b} preliminary negotiations;

(c) effectuation of a contract of insurance;

(d} transaction of matters subsequent to effectuation
of the contract of insurance and arising out of ite.

{9) An "upauthorized insurer™ is one not authorized by

-9- HB 646
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subsisting certificate of authority issued by the

commissioner to transact insurance in this state."

-End-
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April 17, 1979

4 SENATE STANDING COMMITTEE REPORT
. {Taxation)

-

That House Bill No. 646, third reading bill, be amended as follows:

l. Title, line 7.
"Following: "15-31-101,"
. Insert: "33-1-201,"

"2. Page 3, line 2.
Following: "tax"
Insert: "based"

3. Page 4, line 14.

_Following: "Montana," .

Strike: "LOANS SECURED BY COLLATERAL ISSUED AT ARM'S LENGTH BY
MONTANA CORPORATIONS, "

_Insert: "and"

4. Page 4, lines 16, 17.

_Following: "insurer,"

Strike: "and securities, BONDS, PREFERRED STOCK, AND COMMON STOCK issucd
by Montana corporations,"

*5. Page 8, line 18.
.Following: 1line 17
Insert: "Section 4. Section 33-1~201, MCA, is amended to read:

‘™ 33-1-201. Definitions -- insurance in general. (1) An "alien insurer
is one formed under the laws of any country other than the United
States of America, its states, districts, territories, and commonwealths
. (2) An "authorized insurer" is one duly authorized by subsisting
certificate of authority issued by the commissioner to transact
insurance in this state.
(3) A "domestic insurer" is one fermed incorporated under the laws
of this state. '
(4) A "foreign insurer" is one formed under the laws of any
jurisdiction other than this state. Except where distinguished by
context, foreign insurer includes also an alien insurer.
(5) "Insurance" is a contract whereby one undertakes to indemnify
another or pay or provide a specified or determinable amount or
benefit upon determinable contingencies.

(6) "Insurer" includes every person engaged as indemnitor, surety,
or contractor in the business of entering into contracts of insurance,
(7) "State", when used as to jurisdiction, means a state, the

District of Columbia, a territory, commonwealth, or possesgion of the
United States of America,

(8) "Transact", with respect to insurance, includes any of the
following:

(a) solicitation and inducement;

(b) preliminary negotiations;

(c) effectuation of a contract of insurance;

(d) transaction of matters subsequent to effectuation of the
contract of insurance and arising out of it.

(9) An “"unauthorized insurer" is one not authorized by subsisting
certificate of authority issued by the commissioner to transact
insurance in this state. " "



