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_M_é_ BILL NOa _ag_,__

INTRIDULED 2Y Z/‘%ﬁ //‘j.—

A BILL FOR AN ACT ENTITLED: ™aAN ACT REVISING THE PREMIUM

TAX PROVISIONS FOR WORKERS' COMPENSATION INSURANCE; IMPOSING
THE TAX ON THE STATE COMPENSATION INSURANCE FUND3; ALLOCATING
A PORTION OF THE TAX TO THE UNINSURED EMPLOYERS® FUND TOs IN
PARTy COVER EMPLOYEES OF UN :NSURED SUBCONTRACTORS; REMOVING
WIRKERS® COMPENSATION I'{SURANCE LIABILITY of PRIME
CONTRXACTORS FOR EMPLOYEES OF UNINSURED SUBCONTRACTORS;
AMENDING SCCTIONS 15-31-101s 33-2-T05s 39-T1-405y AND

33-T1-50%s MCA™.

3% IT ENALCTED BY THE LEGISLATURE OF THES STATE OF MONTANA:
Section le Section 33-2-7059 MCAs is amended to read:
"33-2-705« Report on premiums and other consideration

-— taxe {1} Each authorized insur2r and each formerly

authorized insurer with respect to premiums so received

whiies an authorized insurer in this state shall file with
the commissioners on cor before March 1 each yeary a report

{except as to wet marine and transportation insurance taxed

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

commission=r showing total direct premium incomes including
policyy meabershipe and other feesy premiums paid by

application of dividendse refundse savingse Savings couponss
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and similar returns or credits to payment of premiums for
new or additional cor extended or renswed insurancesy charges
for peyment of premium in iInstalleentsy and all other
consideration for insurance from all kinds and classes of
insurance whether designated as =2 premium or otherwises
received by it during the preceding calendar year on account
of policies covering propertys subjectss or risks locatess
residentsy or to be performed in Montanas with proper
proportionate allocation of premium 2as to such propertys
subjectsy or risks in Montana insured under policies or
contracts covering propertys subjectss or risks Tlocated or
resident in more than one states after deducting from such
total direct premium income applicable cancellations,
returned premiumsy the unabsorbed portion of any deposit
premiume the amount of reduction in or refund of premiums
allowed to industrial 1life policyholders for payment of
premiums dirzct to an office of the insurery all policy
dividendsy refundss savingss 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
insurances. No deduction shall be made of the cash surrender
values of policiess Considerations received on annuity
contracts shall npnot be included in total direct premium

income and shall not be subject tc taxes

-
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{2) Coincident with the of the tax

filing

report
referred to in subsection {1} abovas sach such insurer shall
pay to the
excluding premiums. received. for . gorkers® __compensation

insurange. This tax

commissioner a tax upon such net premiumsgy

may be computed in either of the
following ways:

[(3) (#) A domestic insurer may choose to compute its
tax based on the percentage of its admitted assats invested
schedules

in Montana securities according to the following

(A} 2 3/4% of net premiums if the insurer has 0% of
its admitted assets invested in Montana securities;

(B} 2 1/4% of net premiums 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;

{?) 1 1/4% of net premiums if the insurer has at least
75% of its admitted assets invested in Montana securitiess;
and

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

its admitted assets invested in Montana securitiese

(ii} YAdmitted assets™ are those assets allowed in
33-2-501.
{(iit) An insurer choosing this method of computation

must itemirze its Montana securities on a detailed schedule

attached to its annual tax reporte

-3~

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
2s

LC 0593721

{b) (i) If the method provided for in subsection (a)
is not useds the insurer shall compute its tax 2t the rate
of 2 3/4% of the net premiumss_gxciyding premiuns_regeiveg
for workers® compensation insurance.

method

{(ii) An insurer choosing this and having not

less than 50% of its paid-in capital stock invested in
Montana securities is allowed to deduct whatever tax it wmay
have already paid to the state of Montana and its pclitical
which

subdivisionse during the same calendar year as to

premium tax s being paide from the amcunt otherwise due
under this sectione

13} _Loincident with _the filing of _the _tax renori
referced o in subsection (1) abgyves each Insurers including
the _state compensation insuraonce.  fund provided . for _in
39-11-2301s shall pay to the commissioner a _tax upon _such
ner _premiums. for workers® compepnsation . insurapces This tax
nay_be.cowputed_jn cither of the following ways:

{a) _{i} A domestic insurer may choose to _compuie _iis
tax _based .on the perceatage of its adwmitied assels_ipyested
in_ Montana securlities accordiog to the following schedule:

{A) 20250% of  pet premjums if the insurer has 0X of
its adgitted assets invested in Monlana Securitisss

4B} _2.000% of net prepiums if the insurer bas at. least
25% of .its admitied assets invested in Mootaana.  securilies:

1C) _1e750Z of net prepiums if the jpsurer has at least

-y
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50% of _its admitted assets jnvested in Montana securities;

£03 _1.200% of neit gremiumes if the iosurer has at least
I5% of its admitied asseis iowested in Monfapa .securitiess
and

{E)__1250% _of pet premiums If the insurer has 10G% of
its adpitted assets invested ip Mootana securificss

Lii) "Admitted assets®™ are tbose _assets 3ligwad _in
33=2-5Q}a

Liii)_An _insurecs _jocluding  the _state  compensation
iosurance funds choosing this _meibod of computation  gpust
itepize its _Montoana securities on a detailed schedules

{p)__Li) If _the gxetbod provided .for _in _subssction
13)(a)_is. noif useds the insurer sball compute jts _fax at the
rate of 20250% of tpe pet pregpiumss

Lii) An_insurar choosing this.  method and _paving _pot
less _than 50% eof its paid-in  capital stock jovested in
Hoptapa_securities is 2llowed to deduct whatever tax ji _amay
have already paid ko the state of Moptana and jts political
subdivisions duriog_the same calepdar _year as _to _which
progium__tax _is__being paid from the amount otherwise due
under the sections

£4) _Thg siate fund is pol required to gomply with _the
ILeporting raoquirements set forip in this sactions but shall
pay_iha precium tax. based on nef_premium _ceollected on.  the
provigus.  fiscal year gs sek ftorth in ils aonual report tnst

—-5—
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is_requiced to be published pursuaot to 39-11-210s The pei
aremium__collecied does not include that premium collected
from_state agencies covered by the state funds

£5)_ Forty perceot of the total apount collected under
subsections (3} _and _(4) shall be paid to the upinsured
employers account io. the agency fund po later than May 30 of
each _years. Wheo it . is _actuarially determined that_  the
liahilities _of _the uninsured ewmployers fund are progecly
reserveds any uncommitied funds shall be frapsferred to _ihe
general fuode

433+16) For the purpose of subsection (2):

{a} ™paid-in capital stock™ as to a mutual or
reciprocal insurer shall be deemed to be an amount equal to
1CX of the insurer®'s assets; and

{b} ™Montana securities™ shall be deemed tc include
only general obligations of the state of Montana or of its
politicel subdivisionsy mortgage 1loans secured by a first
lien upon real estate located in Montanas and real estate
Tocated in HMontana owned by the insurers all if otherwise
lawful investments of the insurer under this code.

t+43{1) {(3) On or before March 1 of each year each
insurer shall file with the commissionery on forms as
prescribed and furnished eor accepted by hime a repcrt of its
gross underwriting profit on wet marine and transportation

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

T HB REL
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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 profite.

{b) Such gross shall be

underwriting profit

ascertained by deducting from the net premiums {ieeey gGross

premiums less all return premiums and premiums for
reinsurance) on such wet marine and transportation insurance
contracts the net Josses paid {iscev gross losses paid less
salvage and recoveries on reinsurance ceded) during such
calendar year under such contractse In the case of insurers

issuing participating contractsy such gross underwriting

profit shall not include for computation of the tax
prescribed by this subsection 43} [1) the amounts refundeds
creditedy or pald as participation dividends or savings by
such insurers to the holders of such contractse

15¥{8) That portion of the tax paid hereunder by an
insurar on account of premiums received for fire insurance
shall be separately specified in the report as required by
the commissionersy for apportionment as provided by lawe
Khere iasurance against fire is includes with insurance 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 commissioner.
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+6¥{9} With respect to authorized insurers the premium
tax provided by this section shall be rayment in full and in
lieu of a1l other demands for any and all statey countys
citys districty municipaly and school taxess licensesy fees,
ant¢ excises of whatever kind or charactery excepting onty
those prescribed by this codes taxes on real and tangidle
personal property located in this states and taxes payable
under 50-3-109.

+¥34410) The coammissioner may suspend or revoke the
certificate of authority of any insurer which fzils to pey
its taxes as required under this sectione.”

Section 2. Section 39-71-504s MCAy is amended to read:
"39-71~504« Funding of funde The fund shall be Ffunded
in the fecllowing manner:

{1) The division shall

require that the uninsured

employer pay to the fund a penalty of either double the

premium amount +the employer would have paid on the payroll
of the employer®s workers in this state if the employer had
been enrolied with compensation plan Noe 3 or $200s
whichever is greater. In determining the premium amount for
the calculation of the penalty under this subsections the
division shall make an assessment on how much premium would
have been paid on the employer®s past 3-year payroll feor
periods within the 3 years when the employer was uninsurade

An assessment for payroll paid by the uninsured employer for

-8~




19

20

21

23

24

25

LC 0593701

any time prior to July ly 1977+ may not be made.

{2) The fund shall receive from an uninsured employer
an amount equal to all benefits paid or to be paid from the
fund to an injured employee of the uninsured employer.
Howeveary the wuninsured employar®s liability under this
subsection may not exceed $30,000.

{3) The division sy determine that +tre $1,000
assessments that are charged against an insurer in each case
af an incustrial death under 39-71-902{1} shall be paid to
tha uninsured employers* fund rather than the subsequant
injury funde

L4)__The fund sbal) receive s gercentage of the premiur
tox as_provided for in 33-2-705."

Section 3. 3Section 39-T1-405s MCAy is amended to read:

"39-T1-405. Liability of employer who contracts work
oute {tEy-——An——empltoyer--who--centracts--with-an-independent
centractor-to-heave-work-performed--of--a-—kind--which-~is——e
regular-——or——s-—recurrent--part—of-~the-—work-of-the-tradey
businessy-occupationy-or-—profession——of--sueh--employer--is
ttebte-for-the-payment-of-benefits-ounder-tnis-ehapter-to-the
employees-—of-—the——contractor——if-—the-—controactor-—hmes-not
propearty-e~mpltied-with——the—-—coverage-~-requirements——of-—the
Norkerts-—Gcompensation——Acts—Any-insurer-whe~becomes-iebte
for-payment-of-benefits-may-recever—the-amount——aof-—pensfits

setd--and--to--be--patd--and--necessary-—expenses-—from——-the
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eontractor-primarity-tiabte-thereins

424 (1) Hhere an employer contracts to have any work
to be done by a contractor other than an independent
contractore and the work so contracted to be done is a part
or process in the trade or business of the employers then
the ewployer is liazble to pay all benefits under this
chapter to the same extent as if the work were done without
the intervention of the contractors and the work S0
contracted to bLs done shall not be construed to be casual
emplioymente Where an employer contracts work to he done as
specified in this subsectiony the contractor and the
contracter®s employses shall come wunder that plan of
compensation &dopted by the employere

£33 (2) vWhere an employer contracts any work to be
dones wholly or in part for the employers by an independent
contractory where the work sc contracted to be dene is
casual employment as to such esployery then the contractor
shall become the employer for thes purposes of this chaptere®

Section 4« Section 15-31-101y LAy is a2mended to read:

"15-31-101. Organizations subject to taxe {1) The term
mcorporaticon™ includes associationss joint~stock companiesy
common-law trusts and business trusts which do business in
an orjanized capacitys and all other corporaticns whether
createdy organizZeds cor existing under and pursuant to the

lTawss agreements, or declarations of trust of any state,

e HE 28
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1 countrys or the United States. 1 of this state or of the United States is subject to the
2 (2) The terms Yengaged in business® and "doing 2 Montana corporation license +tax provided for under this
3 business” both mean actively engaging in any transaction for 3 chapters For taxable years beginning on and after January l»
4 the purpose of financial or pecuniary gain or profite 4 1972 this subsection is effective in accordance with Public
5 (3) Every corporationsy except as hereinafter provided 5 Law 91-156y section 2 {12 UsSeCe 548)e"

5 and except as provided in 33-2-T054¢63(2)lsy engaged in -End-

7 business in the state of Montana shall annually pay tc the

8 state treasurer as a Jlicense 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 forthe In the case

12 of corporations having income from business activity which

13 is taxable both within and without this states the license

14 fee shall be measured by the net incowe derived from or

15 attributable +to Montana sources as determined under part 3.

16 This tax is due and payable on the 15th day of the 5th month

17 following the close of the taxable year of the corporation;
18 howevere the tax becomes a lien as providecd 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 earnede

23 (4} Every bank organized under the laws of the state
24 of Montanas of any other states or of the United States and
25 every savings and loan association organized under the laws

-11- : -12-




STATE OF MONTANA
REQUEST NO. _147-81

FISCAL NOTE
Form BD-15

In compliance with a written request received January 19 , 19 81 , there is hereby submitted a Fiscal Note
for .__House Bill 282 . pursuant to Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MCA).

Background information used in developing this Fiscal Note is availabie from the Office of Budget and Program Planning, to members

of the Legislature upon request,

Description of Proposed Legislation

A proposal revising the premium tax on workers' compensation insurance carriers
and including the State Compensation Insurance Fund. TForty percent (407%7) 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

FY 1982 FY 1983

Premium-Private Carriers $24,700,000 $24,200,000
Tax rate per 33-2-705 X 0275 x .0275
Estimated General Fund Revenue $ 679,250 $ 665,500
Proposed Law

Premium-Private Carriers $24,700,000 $24,200,000
State Fund Taxable Premium 23,349,646 24,318,391
Total Taxable Premium 48,049,646 48,518,391
Taxable Rate X 0225 x .0225
Total Tax $ 1,081,117 $ 1,091,664
Uninsured Fund Share at 40% $§ 432,447 $ 436,665
General Fund Share at 60% 648,447 654,999
General Fund Reduction $ 30,580 $ 10,501

Fiscal Impact

A reduction to General Fund revenue of $30,580 in FY 198
and $10,501 in FY 1983. BUBGET DIRECTOR
Office of Budget and Proiram Planning

Date: " ;2 | -




