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~7tf• Legislature LC 0593/01 

1 _f/j)jjs..t_ Bill NOo ;;;%_d, 
2 I~T'lJil!!Ci:D ay ~~ _____L2{.j~-------------
j 

4 A biLL F0R AN ACT ENTITLED: "AN ACT REVISING THE PRE~IUM 

5 TAX P:lOVISIONS FOR WORKERS' COMPENSATION INSURANCE; HiPOSING 

s THE TAX DN THE STATE COMPENSATION INSURANCE FUND; ALLOCATING 

7 A PORTION OF THE TAX TO THE U~INSURED EMPLOYERS• FUND TO, IN 

8 PART, COVER EMPLOYEES OF UNcNSURED SUBCONTRACTORS; REHOVING 

" W:JRKI:'~$ 0 COHPENSA TION I'lSURANCE LIABILITY OF PRIME 

10 COiiT'<ACTORS FOR EMPLOYEES OF UNINSURED SUBCONT~ACTORS; 

11 AMENDING SeCTIONS 15-31-101, 33-2-705, 39-71-405, AND 

12 39-71-504r ~CAo• 

13 

14 8E IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

15 Section 1. Section 33-2-705, MCA, is amended to read: 

16 "33-2-705. Keport on premiums and other consideration 

17 tax. (1) Each authorized insurer and each formerly 

18 authorized insurer with respect to premiums so received 

19 while an authorized insurer in this state shall file with 

20 tt,G commissioner, on or before l~arch 1 each year, a report 

21 (except as to wet marine and transportation insurance taxed 

22 under subsaction (3) below) in form as prescribed by the 

23 com~issionnr showing total direct premium income. including 

24 policy, m~~bership, and other fees, pre~iums paid by 

25 application of dividends, refun~s, savings, savings coupons. 
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and similar returns or credits to payment of premiums for 

new or additional or extended or ren~wed insurance, charges 

for payment of premium in Installments, and all other 

consideration for insurance from all kinds and classes of 

insurance whether designated as a premium or otherwise, 

received by it during the preceding calendar year on account 

of policies covering property, subjects, or risks locate•'• 

resi~ento or to be performed in Hontanao with proper 

proportionate allocation of premium as to such property, 

subjects, or risks in Montana insured under policies or 

contracts covering propertyo subjects, or risks located or 

resident in more than one state, after deducting from such 

total direct premium inco~ applicable cancellations, 

returned premiums, the unabsorbed portion of any deposit 

pre~iumo the amount of reduction in or refund of premiums 

allowed to industrial life policyholders for payment of 

premiums dir~ct to an office of the insurer, all policy 

dividends, refunds, savings, savings coupons, and other 

similar returns paid or credited to policyholders with 

respsct to such policies. As to title insurance, 0 premium" 

includes only the risk portion of the charge for such 

insurance. No deduction shall be made of the cash surrender 

valu~s of policies. Considerations received on annuity 

contracts shall not be included in total direct premiu~ 

i nco'!'.e and shall not be subject to tax. 
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(2) Coincident with the filing of the tax report 

referred to in subsection (1) abov~o each such insurer shall 

pay to the commissioner a tax upon such net premiums~ 

~~ pcemiums recejye~ _fg£---~Lk~~ cgmpeo~atiQD 

insurance. This tax may be computed in either of the 

following ways: 

C a) ( i) A domestic Insurer may choose to compute its 

tax based on the percentage of its admitted ass~ts invested 

in Montana securities according to the following schedule: 

(A) 2 3/4% of net premiums if the insurer has O% of 

its admitted assets invested in Kontana securities; 

(B) 2 1/4% of net pre•lums if the insurer has at least 

25% of its admitted assets invested in Montana securities; 

(C) 1 3/4% of net premiums if the insurer has at least 

50% of its admitted assets invested in Montana securities; 

(D) 1 1/4% of net premiums if the insurer has at least 

15% of its admitted assets invested in Montana securities; 

and 

(E) 3/4% of net premiums if the insurer has 100~ of 

its admitted assets Invested in Montana securities. 

(II) aAdmitted assets• are those assets allowed in 

33-2-501. 

(iii) An insurer choosing this method of computation 

must itemize its Montana securities on a detailed schedule 

attached to its annual tax report. 
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(b) (i) If the method provided for in subsection (a) 

is not used, the insurer shall compute its tax at the rate 

of 2 3/4% of the net premi ums.a_us:.lull~.U:llli!.I.ILL.ll~£SJ 

!oJ:Jt~0 comgenssU;~l.n~~· 

less 

(ii) An insurer choosing this 

than 50% of its paid-in 

method and having not 

capital stock investe1 in 

Montana securities is allowed to deduct whatever tax it ffiay 

have already paid to the state of Montana and its pol itic~l 

subdivisions, during the same calendar year ~s to which 

premium tax is being paido from the aw.ount otherwise due 

under this section. 

(3) Cpjncjgent wjth the _ _fjl!og pf_~j,;a~tl 

referred tp_in_sybsectjon (1) ab0ve.~_la~L1-l~uQlng 

ttu~--~-~s at i go i o ~a.a~_fluuL-llU2Yl~.ll--f><r: __ .iJ:t 

~=2301• sbal] pay to the ,omm~jooer a _tax_~--~~ 

nn_-llUID.i.ums fgr ~rs• cgmpeosatjoo jo~.s;~I!JllJSU~: 

may_be cgep.uted jp ejther of the f211~~~~ 

La}_ (i) A domestic lpsurer may cbgose ~~~~ 

tax based go the g~ptage of its admjtted~~t~ inyest~ 

lo.-t!ODtaoa secur I ti e~cord i og to the foJJ olt.i.o~~~!W.ule.i 

.LU-Z.~ of net___g.u:mi ums if t.bL.in~~~ 

~ admitted assets_in~d jp Mgotaoa SecuLLt~~ 

(B) 2.ooo; of pet pcepiues if t~~L-ha5-a1-Lea~ 

ZSA of its admitted assets iny~ed io Montana ~UL~ 

(CJ 1.750% of net premjums jf the lpsurer has at_least 
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~Q.f.__iU--'Ulltilled assets j D~.ILiD.JSWlt.allil_:il;U;ud.j;~ 

,UU.__l£~-c.f~QJ:Ui.wn~il_tlli:.-lllli.U.t.eL-hil.~ll~t 

12!_Qf_it,:;_aQml~ assets invested in Montana -~~~ 

,;~0!.1 

til lo 250%. _gLo~m.iluD.Ll.L~ i o,:; ur e r_b.l!i-lQ.QLil.f 

itli-~~g_a,:;,:;ets jOVP,:;j;ed in~ootana ,:;~J.ILltl~a 

1iil~AUmitt~-~~--~--tD~~-~~t,:;__g}l~au__io 

J .. l=l=.!!llla 

iiill-AD- ln,:;urero joc]ydjng the -~~-kQ~£tlQD 

irlliUr:.<~Q~l;!_fJ.IQU.t.-,l;~g_tbll-IIW~-~-i:.QIJ~Uligo_-li!ILSt. 

it.emi~~it.li-fiQD~ securiti~_an_a_detaileg_,:;~u1~ 

Lbl--111-lf __ t.he __ m~~-QLQYlded ~c__iD __ ,:;uhli~~go 

ll.UJil_ili-W!:LJ.I~.I._t.lJ~i!llii.I.U:L--lib.al.l_s;~t.e-lt.LWLa.t__tbto: 

r:~t..iL2Ll.&Z2~_t.he net prel;i.wo:i£ 

1ill-AILio~UU:.~bllilllllS-t.tlili methg.d_.._go.Q _ _hgyiWl-,__ogt 

1ea __ t.b<UL-2.QL_QL___it.li--lli!lil=iD~~w1-li:t.u:k..iou~!Lln 

ii><ntill'.a secur it.ieLls all gwe,d_t,g__llguct wha~u~_iL-llla.¥ 

.b.ill!JL~sul~~ tg :the Uil:t.e:-2f tlgntang_ao..Q_i:t,:;_uQli.tik.U 

.:;u..Q>!iYlliQD~ULiog_:tbe __ liil,lllfL_~g.;u:_~~.iiL_i..IL_}(hiJ;t 

J;lLii!JiilJ.Iill __ t..a.IL-.ili.-J2ting--ll.Sii~-ll211L1b~Ull:Li;l:tll~ot.i.:;~Jiu.e 

.u.naer:_:tne_.:;~£ 

.L:iLJil~at.1!_fuwi-l.:;JlQ.L.r.eg.u.ir:..e.d_j;~U-l!li:tlL_:the 

L!U2.1ltllll.Q_J:~~eot.s set fgr:tb._lil_:t.bl..:;_:;~.l;t,ions bU!.-~ll 

Pii:t-.ihliWlr:~LUI~iLwl~-~lll..ilwL-~allw;a.d__gn__:tbe 

W:>:.Yl!t.u..:; __ fi~-U>ll-.U._set tgr:tb_in_i:t.:;_aauu.U_L.eJ;~gr::t_~ 
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i~ reQuiredLta be p~~ULAUaot-t.Q-32-l1-21Da Ibe net 

premium _s;Q11w;t,~gge.:;__ngt,_i0klude ttat_~um co11e~tea 

fJ:>l&:-.li:ta:t~~k.i.e.:;~:Ys:L..ed_b:t_t.tui-li:t&t.JLf.u.wia 

.L21--Eatl~~J:UO:L2Lt~;ll_amg.u.nt ~lle.s;t,a,d___uW1u 

.:;uhll~o.:;_JJ.L_awi--Li.l--.mall be :;>aliLt~Lt.lllLJ.IlllD.:;w:.e.g 

.eJilll.l.Q¥u.:;__a,~oJ;-ln the ageQC)! fJ.ID.!Log 1 ater:_:tbaiLll>!~f 

~~_x~__lilllm___il.~~Li.a:l.ll __ ~t e rm i oe.d--..t.tli!L_:ttlli 

]jabjljt,jes__gf__tb.e, uojosured emplgyers fuud-~~~1¥ 

m.e.r:~--<UU-llllk.Qmlllilted tung s :;b.iU.l..Jl.e.._j;r:ao.:;ftu:~_:tQ._ _:t~ 

~uLfuwla 

t3tLRl For the purpose of subsection (2): 

(a) "pal d-in capital stock" as to a mutual or 

reciprocal insurer shall be deemed to be an amount equal to 

10% of the insurer's assets; and 

(b) •Montana securities• shall be deemed ta include 

only qeneral obligations of the state of Montana or of its 

political subdivisions, mortgage loans secured by a first 

lien upon real estate located in Montana, and real estate 

located in Montana owned by the insurer, all if otherwise 

lawful investments of the insurer under this code. 

t~t.Lll (a) Do or before March 1 of each year each 

insurer shall file with the commissioner, on fonr.s as 

prescribed and furnished cr accepted by hin•o a repcrt ot its 

gross underwriting profit on wet marine and transportation 

insurance, as defined in 33-1-209, written in this state 

-6- f/8 ~rg;;L 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0593/01 

during the calendar year next preceding and shall at the 

same time pay to the commissioner a tax of 3/4 of 1% of such 

gross underwriting profit. 

(b) Such gross underwriting profit shall 

ascertained by deducting from the net ~remiums {i.e., 

premiums less all return premiums and premiums 

be 

qross 

for 

reinsurance) on such wet marine and transportation insurance 

contracts the net losses paid (i.e., gross losses paid less 

salva~e and recoveries on reinsurance ceded) during such 

calendar year under such contracts. In the case of insurers 

issuing participating contracts, such gross underwriting 

profit shall not include for computation of the tax 

prescribed by this subsection f3~ ill the amounts refunded, 

credited, or paid as participation dividends or savings by 

such insurers to the holders of such contracts. 

t5tLal 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 commissioner, for apportionment as provided by law. 

Where Insurance aqainst fire Is includeo with Insurance of 

property against other perils at an undivided premium, 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 commissioner. 
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t6~L2l With respect to authorized insurers the premium 

tax provided by this section shall be cayment in full and in 

lieu of all other demands for any and all state, county, 

city, district, municipal, and school taxes, licenses, fees, 

and excises of whatever kind or character, excepting ~nly 

those prescribed by this code, taxes on real and tangible 

personal property located in this state, and taxes payable 

unGer 50-3-109. 

t~tL!Q~ The commissioner may suspend or revoke the 

certificate of authority of any insurer which fails to pay 

its taxes as required under this section.• 

Section 2. Section 39-71-504, MCA, is amended to read: 

•39-71-504. Funding of fund. The fund shall be funded 

in the following manner: 

(1J The division shall require that the uninsured 

employer pay to the fund a penalty of either doual~ the 

premium amount the employer would have p3id on the payroll 

of the employer's workers in this state if tha employ~r had 

been enrolled with compensation plan No. 3 or $200, 

whichever is greater. In determining the premium a~ount for 

the calculation of the penalty under this subsection, the 

division shall •ake an assessment on how much premium would 

have been paid on the employer's past 3-year payroll for 

periods within the 3 years when the employer was uninsured. 

An assessment far payroll paid by the uninsured em~loyer for 

-a-
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any time prior to July 1, 1977, may not be made. 

(2) The fund shall receive from an uninsured employer 

an amount equal to all benefits ~aid or to be paid from the 

fund to an injured employee of the uninsured employer. 

However, the uninsured employer•s liability under this 

subsection may not exceed S30,ooo. 

(3) The division ~ oy determine that tte $1 9 000 

assessments that are chargeJ against an insurer in each case 

of an incustrial death under 39-71-902{1) shall be paid to 

the uninsured employers• fund rather than the subseque~t 

injury fund. 

1~1--~~~ll-~~~~~~~~o~~-2f-1~-2~~ml~ 

:t.i>L:ll-W:Wli~.e!Lfw:_ill_lJ::~s" 

Section 3. Section 39-71-405, MCA, is amended tc read: 

"39-71-405. Liability of employer Hho contracts work 

out. tTt--*n--emp+oyer--who--e~ntree~~--•+~h-en-+neep~ndent 

eentr~e~e~-to-heve-wor«-p~formed--&f--e--k+nd--wh+eh--+~--e 

re~u+e~--or--o--reeurrent--pert--of--the--werk-of-the-tredey 

bue+n~eey-eeeupet+eny-er--profe~~+on--ef--eueh--e~p+eyer--+~ 

++eh+e-f~r-the-peyment-ef-benef+t~-under-tn+~-ehepter-te-the 

emp+oyee~--ef--~he--eentreeter--+f--the--eentreetor--hes-net 

~rep•r+y-e-~p++ed-w+th--the--eevere~e--requ+~ements--ef--the 

WerkerAe--Eempeneet+on--~etw--~ftY-+neurer-whe-beeo•ee-++eh+e 

fer-peyment-ef-benef+te-m~y-reecver-t~e-~mo~nt--~f--eefte~+ts 

~e+rl--Hnd--te--be--pe+d--6nd--neee~~6ry--~~efteee--f~om--t~e 
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eentreetor-pr+mer++y-+•eh+e-~here+n. 

trt Lll Hhere an employer contracts to have any work 

to be done by a contractor other than an independent 

contractor. and the work so contracted to be done is a part 

or process in the trade or business of the employer, then 

the employer is liable to pay all benefits under this 

chapter to the same extent as if the work were done without 

the intervention of the contractor. and the work so 

contracted to be done shall not be construed to be casu~l 

employment. Where an employer contracts war~ to be done as 

specified in this subsection, the contractor and the 

contractor's employees shall come under that plan 

compensation adopted by the employer. 

of 

t3t L'l Where an employer contracts any work to be 

done, wholly or in part for the employer, by an independent 

contractor• where the work so contracted to be done is 

casual employment as to such employer, then the contractor 

shall become the employer for the purposes of this chapter.• 

Section 4• Section 15-31-101, MCA, is amended to read: 

"15-31-101. Organizations subject to tax. (1) The term 

•corporation" includes associations, joint-stock companies, 

common-law trusts and business trusts which do business in 

an orjanized capacity, and all other corporations whether 

created, organized, cr existing under and pursuant to the 

laws, agreements, or declarations of trust of any state, 

-10- f/8 ~g;;_ 
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country, or the United States. 

(2) The terms •engaged in business• and "doing 

business• both ~ean actively engaging in any transaction for 

the purpose of financial or pecuniary gain or profit. 

(3) Every corporation, except as hereinafter provided 

and except as provided in 33-2-705t6tL2l• engaged in 

business in the state of Montana shall annually pay to the 

8 state treasurer as a license fee for the privilege of 

9 carrying on business in this state such percentage or 

10 percentages of its total net income for the preceding 

11 taxable year at the rate hereinafter set forth. In the case 

12 of corporations having income from business activity which 

13 is taxable both within and without this state, the license 

14 fee shall be measured by the net inco~e derived from or 

15 attributable to Montana sources as determined under part 3. 

16 This tax is due and payable on the 13th day of the 5th ~onth 

17 following the close of the taxable year of the corporation; 

18 however, the tax becomes a lien as provided in this chapter 

19 on the last day of the taxable year in which the Income was 

20 earned and Is for the privilege of carrying on business in 

21 this state for the taxable year in which the income was 

22 earned. 

23 (4) Every bank organized under the laws of the state 

24 of Montana, of any other state, or of the United States and 

25 every savings and loan association organized under the laws 
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of this state or of the United States is subject to the 

Montana corporation license tax provided for under this 

chapter. For taxable years beginning on and after January 1, 

1972, this subsection is effective in accordance with Public 

Law 91-156, section 2 (12 u.s.c. 548)•" 

-End-
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STATE OF MONTANA 
REQUEST NO. 14 7-81 

FISCAL NOTE 

Form HD-15 

In compliance with a written request received --'J:!.!a~n""'u~a""r,_,yJ--~19~-- , 19 lli__ , there is hereby submitted a Fiscal Note 
for __ _____House Bill 282 pursuant to rTitle 5, Chapter 4, Part 2 of the Montana Code Annotated (MCA). 
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 

A propos.al revising the premium tax on workers' compensation insurance carriers 
and including the State Compensation Insurance Fund. Forty percent (40%) of total tax 
collected will help fund the Uninsured Employers' Fund. 

Assumptions 

1. Private workers' compensation carriers will continue to share the market 
proportionally with the State Fund as they do presently. 

2. State Fund rates, dividends, and premium paid by state agencies will remain 
stable. 

Current Law 

Premium-Private Carriers 
Tax rate per 33-2-705 

Estimated General Fund Revenue 

Proposed Law 

Premium-Private Carriers 
State Fund Taxable Premium 

Total Taxable Premium 
Taxable Rate 

Total Tax 

Uninsured Fund Share at 40% 
General Fund Share at 60% 

General Fund Reduction 

Fiscal Impact 

FY 1982 

$24,700,000 
X .0275 

FY 1983 

$24,200,000 
X .0275 

$ 6 79 , 2 50 _!_$ _ _:6....::.6;;::_5 ~, 5-=0~0 

$24,700,000 $24,200,000 
23,349,646 24,318,391 

48,049,646 48,518,391 
X .0225 X .0225 

$ 1 '081, 117 $ 1,091,664 

$ 432,447 $ 436,665 
648,447 654,999 

$ 30,580 $ 10,501 ~ 

:bh..--.. P M ~. 
A reduction to General Fund revenue of $30,580 in FY 198~UDGET DIRECTOR 

and $10,501 in FY 1983. 
Office of Budget and Proram Planning 
Date: l - ;J ) .. g 


