HOUSE BILL NO. 880
INTRODUCED BY WINSLOW

BY REQUEST OF THE STATE AUDITOR

IN THE HOUSE

MARCHE 13, 1987 INTRCDUCED AND REFERRED TC COMMITTEE
ON TAXATION.

MARCH 18, 1987 COMMITTEE RECOMMEND BILL
DO PASS AS AMENDED. REPORT ADOPTED.

STATEMENT OF INTENT ADCPTED.

MARCHE 19, 1987 PRINTING REPORT.

MARCH 20, 1987 ON MOTICN, CONSIDERATION PANSED
FOR THE DAY.

MaARCH 25, 1987 CN MOTION, CONSIDERATION PASSED
FOR THE DAY.

MARCH 26, 1987 SECOND READING, DO PASS AS AMENDED.

MARCH 27, 1987 ENGROSSING REPORT.

MARCH 28, 1987 . THIRD READING, PASSED.

AYES, 89; NGCEs, 2.
TRANSMITTED TO SENATE.
IN THE SENATE

MARCH 31, 1587 INTRODUCED AND REFERRED TO COMMITTEE
ON FINANCE & CLAIMS.

APRIL 13, 1987 COMMITTEE RECOMMEND BILL BE
CONCURRED IN. REPORT ADOPTED.

APRIL 14, 1587 SECOND READING, CONCURRED IN.
ON MOTICN, RULES SUSPENDEDR TO PLACE

BILL ON THIRD READING THE 83RD
LEGISLATIVE DAY.



APRIL 14, 1987 THIRD READING, CONCURRED IN.
AYES, 50; NOES, 0.

RETURNED TO HCUSE.
IN THE HOUSE
APRIL 15, 1987 RECEIVED FROM SENATE.

SENT TO ENROLLING.
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BILL NO. J Z”

INTRODUCED BY

BY REQUEST OF THE STATE AUDITOR

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FOR A UNIFORM
PREMIUM TAX; AUTHORIZING THE COMMISSIONER OF INSURANCE TO
COLLECT PREMIUM TAX PAYMENTS ON A PERIODIC BASIS: PROVIDING
PERALTIES FOR FAILURE TO PAY THE PREMIUM TAX WHEN DUE:
APPROPRIATING MONEY; AMENDING SECTIONS 15-31-101, 33-2-311,
AND 33-2-705, MCA; AND PROVIDING RETROACTIVE APPLICABILITY

AND EFFECTIVE DATES."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 15-31-101, MCA, is amended to read:
"15-31-101. Qrganizations subject to tax. (1) The term

“corporation" includes associations, joint-stock companies,

common-law trusts and business trusts which do business in

an organized capacity, and all other corperations whether
created, organized, or existing under and pursuant to the
laws, agreements, or declarations of trust of any state,
country, or the United 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 profit.

{3} Every corporaticn, except as hereinalter provided
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and except as provided in 33-2-705¢6)(5), 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 for the preceding
taxable year at the rate hereinafter set forth. In the case
of ¢orporations having income from business activity which
is taxable both within and without this state, the license
fee shall be measured by the net income derived from or
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;
however, 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
earned.

{4) Every bank organized under the laws of the state
of Montana, of any other state, or of the United States and
every savings and loan association organized under the laws
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 accardance with Public

Law 91-156, section 2 (12 U.S5.C. 348)." .

HB- 580
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Section 2, Section 33-2-311, MCA, 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 provided in subsectiron-tZ3tbifty-of 33-2-705 as to
premiums of authorized insurers, except that amounts
collected from the insured specifically for applicable state
and federal taxes, and in excess of the premium otherwise
required, shall not be deemed tc be part of the premium for
the purposes of such cemputation. 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 year, If a surplus 1line policy covers
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
located inm this state.”

Section 3. Section 33-2-705, MCA, is amended to read:

"33-2-705. Report on premiums and other consideration
== tax. (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 commissioner, on or before March 1 each year, a report

texcept-—as-to-wet-marine-and-transportation-insurance-taxed
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under-subsectien-f4y-betowy in form as prescribed by the
commissioner showing total direct premium income, including
pelicy, membership, and other fees, premiums paid by
application of dividends, refunds, savings, savings coupons,
and similar returns or credits to payment of premiums for
new or additional or extended or renewed insurance, charges
for payment of premium in installments, and ;11 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 1located,
resident, or to be performed in Montana, with proper
proportionate alleocation of premium as to such property,
subjects, or risks in Montana insured under policies or
contracts covering property, subjects, or risks located or
resident in more than one state, after deducting from such
total direct premium income applicable cancellations,
returned premiums, the unabsorbed portion of any deposit
premium, the amount of reducticn in or refund of premiums
allowed to industrial life policyholders [For payment of
premiums direct to an office of the insurer, all policy
dividends, refunds, savings, savings coupons, and other
similar returns paid or credited to policyholders with
respect to such policies. As to title insurance, "premium”

includes the total charge for such insurance. No deduction
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shall be made of the cash surrender values of policies.
Considerations received on annuity contracts shall not be
included in total direct premium income and shall not be
subject to tax.

{2) Cecincident with the filing o©f the tax report
referred to in subsection {1) abcve, each such insurer shall
pay tco the commnissioner a tax upon such net premiums

computed at the rate of 2 3/4%. This-tax-may-be-computed—-in

eiehepr-of-che-foliowing-waysrs
tay-—tiy-A--domestic-—insurer-may-cheose-to—compute-tts
tax-based-on-the-percentage-of-tts-admitted-assets-—-investced
tn-—Motitana--securtties-according-to-the-fotiowing-schedules
tAy—-2-3/4%-0f-nee-premiuvms—if-the-tnsurer--has--0%-——-of
tts-admitted-assate-invested-in-Mentana-securities;
+BY—-2-1/4%-cf-net-premiums-tf-the-insurer-nas-at-ieast
25%—-of--its-admitted-assera-tnvested-in-Montana-securitiess
t€y--t-3/4%-of-net-premiuma-if-phe-insurer-has-atc-teast
58%-of-tes-admitted-assets-inveated-in--Montana--securitiess
tDy--1-1/4%-pfnet-premiums-if-the-insurer—has-at-teaat
75k —-of--tta-admitted-assets-invested-tn-Montana-securitiess
and
tEy--3/4%-of-net-premiums-if-the-insurer--has--100%--of
tes-admitbed-asseta-invested-in-Mentana-securitiess
tiry-LAdmitted--assets!!--are--those--assets--allowed-in

33-2-5601+
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ttiTt-An-insurer-choesing-this—-—methed--of--computarion
must--itemize--its-Montana-securities-sn-a-detatied-schedute
attached-to-its-annual-tax-reperes

thy—~tiy-if~-the--mached--provided-—-for--itn--subsecceion
fa;fa1—is—not—used7—the—insuref-sha}i—cemPute‘its-tax—at—the
rate-of-2-3/4%-0f-the—net-premiums:

fii1—An—-in:uret~-choosing——bhis——methodAand—having—nct
tess-rhan-50%-ef--ita--paid-in--capitat--steck--invested--in
Hontnna——securitiea-is-a}}ovedAto—deductvwhatever—tax—it—may
have—already—paidﬂto—the—atatc-oE—Montana-and—its——poiit:ca}
subdévfsicn37——during——the-Asame-—caicndar—-year—as—tc—wnich
premium-tax-ta-being-patd;-from-——the--amount--otherwise--due
under-this-sections

t3d}--For-the-purpose-of-subsection—¢t24+

ta}--“paid-in---caprtai---atocki--—as--te--a--mptuar--or
recipraeai—in:urer-sha}}~befdeemed~tc~befanfamountéequa1f~te
8%-of -the-insureris-aasetas-and

tby--*Montana--securities’--shaltli--pe-deemed-to-inmtude
onty-generanl-cbitgatiens-of-che-state-nf-Montana-or——cf-—-+ta
poiibicai——subdivisiansT——mortgage—"ioans~secured—byfa~first
tien-upon-reai-eatate-located-tn-Momtana;-funds—invested-—in
certfficates—-of--deposit—-inAfa—-bank—~or—bniidianand—loan
aasociacion-~iocated~—in-—Mcntana——and——whase——depositsm-are
insured—~by‘—an—-agency"'cf——thefﬂnited-States—cr—an—+nsurer

appfeved—by—the—department--of--commerc67--nnd**reai-—estate

-5-
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itovcated--in~--Montana--owned-by-the—insurer;~att-if-otherwise
tawfui-inveatments-of-the-itnsurer-under—-this-cades
t44-~tay-6n-er-before-March-i-of-ecach-year-each-insurer
shati-file-with-the-commissteners-on-forms-as-preseribed-and
furnished--or--aceepted--by--him;-—a--report--of--ita--gross
underwriting---profit--on-—-wet--marine-—-and--transportcacion
insurance;-avtherized-in-33-1-2897--written--in-—-this--state
during--the--catendar--year--next-precedtng-and-shati-at-the
same-titme-pay-to-the-commiasioner-a-tax-of-I7 4-of-1§-ocf-asueh
gqress-underwriting-prefits
tby--Such---grosa---underwriting---prefit---shaiti----be
ascertained--by-deducting-from-the-net-premiums-fi-es;-gross
premiums-—-tess--ati--return--premipms-—-and---premrums--—-£or
retnsurancet-on-such-wet-marine-and-kranspeartation-insurance
contractas——the-net-tosses-patd-(tre-;-grosa-loases-paid-iteas
salvage-and-recoveries-eon--reinsurance--cededy--during--such
cuiendar—-year—under—:uch—contructsr—in—the-eéseLoE—insurera
issuing-participating--contractsyz~-such--gress-~underwriting
prefit---shail--net--inciude--for--computation--of--the--tax
prescribed-by—-thts--subsection--t43--the--amounts--refundeds
eredited;—-or—-patd-as-participacten-dividends-or-savings-bky
such-insurers—to—the-hotders-of-suech-concractas

{3} Each insurer may deduct as a credit against the

premium tax due under this section all real property taxes

paid by the insurer on land_and buildings that it owns in
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the state and that are used for the actual conduct of the

business of insurance. Real property taxes paid by the

insurer on land and buildings in the state that are held for

investment by the insurer may not be deducted as a credit

against the premium tax due.

t5¥{4) 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 against fire is included with insurance of
property against other perils at an undivided premium, the
insurer shall make such reasonable allccation £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.

t63(5) With 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 state, county,
city, district, municipal, and school taxes, licenses, fees,
and excises of whatever kind or character, excepting only
those prescribed by this code, taxes on real and tangible
personal property located in this state, and taxes payable
under 50-3-109.

t¥+{6) The commissioner may suspend or revoke the

certificate of authority of any insurer which fails to pay

-8-
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its taxes as required under this section.

{7) In addition to the penalty provided for in

subsection (6), the commissioner may impose upon an__insurer

who fails to pay the tax required under this section a fine

of 5100 a day for each day the tax remains unpaid past the

due date or 1% of the amount owed in tax, whichever is

greater.
(8) The commissioner may by rule provide a schedule

for payment of portions of the premium_tax under this

section during the year in _which such tax 1liability is

accrued."

NEW SECTION. Section 4. Appropriation. There is
appropriated to the commissioner of insurance from the
insurance regulatory trust account in the state special
revenue fund the following sum for each fiscal year of the
biennium ending June 30, 1989, to be used to fund cne FTE
administrative assistant to implement the provisions of this
act:

FY 1988 FY 1989
$18,208 517,108

NEW SECTION. Section 5. Severability. If a part of
this act is invalid, all valid parts that are severable from
the invalid part remain in effect. IE a part of this act is
invalid in one or more of its applications, the part remains

in effect in all valid applications that are severable from

~g=-
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the invalid applications.

NEW SECTION. Section 6. Applicability. This act
applies to all premium income of an authorized insurer
received after December 31, 1986.

NEW SECTION. Section 7. Effective dates. (1) Section
3(8) and this section are effective on passage and approval.

{2) The remaining provisions of this act are effective
October 1, 1987.

-End-

-10-



STATE OF MONTANA - FISCAL NOTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for HB880 , second reading copy.

DESCRIPTION OF PROPOSED LEGISLATION:

An act providing for a uniform premium tax; authorizing the commissioner of insurance to collect premium tax
payments on a periodic basis; providing penalties for failure to pay the premium tax when due; appropriating

money; amending sections 15-31-101,

effective dates.

33-2-311, and 33-2-705, MCA; and providing retroactive applicability and

ASSUMPTIONS: :

1. Insurance premiums will increase at the rate of 5.497 for FY88, FY89 and FY90.

2. Total insurance premiums for calendar year 1987 will be $23,323,000, for 1988, $24,602,000 and for 1989
$25,952,000.

3. Interest earned on accelerated premium tax collect1ons will be at the rate of 6.37Z in FY88 and 7.11% in
FY89 (REAC).

4, The proposed changes in House Bill 880 are adopted eliminating the credits now in statute.

5. The State Auditor's office will require an administrative assistant to help process the additional checks

per fiscal year of roughly 3,600 and the estimated cost of such help will be $18,500 and $17,000 in FY88 and

FY89 respectively.

6. There will not be a materially measurable impact on non- domestlc insurers resulting from the removal of

the "discriminatory" aspect of premium taxation.

7. It is assumed the State Auditor will deposit accelerated insurance premiums tax to the general fund on the
date of receipt and that a portion of these taxes will not be withheld for police and firemen retirement

systems.

FISCAL IMPACT: : FY88 FYB9
Revenues: Current Law Proposed Law Difference Current Law Proposed Law Difference
Premium Taxes - :
Non Domestic $23,162,000 $23,162,000 $ 0 $24,432,000 $24,432,000 $ 0
Domestic ‘ 161,000 298,000 137,000 170,000 315,000 145,000
Accelerated Payments 0 12,374,000 12,374,000 0 679,000 679,000
Additional Interest
Earnings 0 98,000 98,000 0 101,000 101,000
TOTAL  $23,323,000 $35,932,000 $12,609,000 $24,602,000 $25,527,000 $ 925,000
Dwnd £ 1L
Q! X e /A. DATE 3/204?7 DATE 3%"//&2

DAVID L.

HUNTER, YBUDGET DIRECTOR

Office of Budget and Program Planning

CAL WINSLOW, PRIMARY SPONSOR

. Fiscal Note for

HB880, second reading copy.

HB ¥30



Fiscal Note Request, HB880, second reading copy.

" Form BD-15
Page 2
FISCAL IMPACT: FY88 FY89
Expenditures: Current Law Proposed Law Difference Current Law Proposed Law Difference
Personal Services $ 0 $ 18,500 $ 18,500 $ (] $ 17,000 $ 17,000

Net Effect General Fund $23,323,000 $35,913,500 $12,590,500 $24,602,000 $25,510,000 $ 908,000

TECHNICAL OR MECHANICAL DEFECTS IN PROPOSED LEGISLATION OR CONFLICTS WITH EXTSTING LEGISLATION:

Administrative rules’ must be promulgated to specify the procedures for payment of taxes on a regular ba51s The
State Auditor has indicated these dates would be April 15, June 15, September 15, and December 15. If these dates
are changed, then the impact of the legislation would be different.

HB 859
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APPROVED BY COMMITTEE
ON TAXATION

STATEMENT OF INTENT
HOUSE BILL 880

House Taxation Committee

A statement of intent is required for this bill because
section 3 grants the commisgioner of insurance authority to
adopt rules to provide for the periodic payment of portions
of the premium tax.

Currently the premium tax is paid by insurers ocnce a
year in March. The legislature recognizes the opportunity to
collect the premium tax on a regular basis throughout the
year and to generate additional income for the state by
having this money available for investment. For this reason,
the legislature grants the commissioner of insurance
authority to adopt rules tc establish a schedule for payment
of portions of the premium tax during the year in which the
tax liability is accrued.

The legislature intends that, in adopting rules, the
commissioner of insurance establish payment schedules
similar to the schedules used in other states. The
legislature further intends that rules adopting a periodic
schedule for payment of the premium tax not create an undue
burden on insurance companies by requiring excessively
frequent payments., Lastly, it 1is the intent of the

legi-:"ature that rules adopted under this act c¢onform as

A\ |Montana tagisiative Council

much as possible to the laws,

rules,

state governing the budgeting,

expenditure of state funds.

_2_
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and procedures of this

appropriation, and

SECOND READING
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HOUSE BILL NO. B80
INTRODUCED BY WINSLOW

BY REQUEST OF THE STATE AUDITOR

A BILL FPOR AN ACT ENTITLED: "“AN ACT PROVIDING FOR A UNIFORM
PREMIUM TAX; AUTHORIZING THE COMMISSIONER OF INSURANCE TO
COLLECT PREMIUM TAX PAYMENTS ON A PERIODIC BASIS; PROVIDING
PENALTIES FOR FAILURE TO PAY THE PREMIUM TAX WHEN DUE;
APPROPRIATING MONEY; AMENDING SECTIONS 15-31-101, 33-2-311,
AND 33-2-705, MCA: AND PROVIDING RETROACTIVE APPLICABILITY

AND EFFECTIVE DATES."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 15-31-101, MCA, is amended to read:
*15~31~101. Organizations subject to tax. {(l) The term

"corporation” includes associations, joint-stock companies,

commen-law trusts and business trusts which do business in

an organized capacity, and all other corporations whether
created, organized, or existing under and pursuant to the
laws, agreements, or declarations of trust of any state,
country, or the United States.

{2} The terms "engaged Iin business" and "doing
business™ both mean actively engaging in any transaction for
the puipose of financial or pecuniary gain or profit.

(3) Every corporation, except as hereinafter prowvided

f@.ﬂ){:ﬂa Legistative Council
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and except as provided in 33-2-705¢63{5}{4), engaged in
business in the state of Montana shall annually pay to the
state treasurer ags a 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 forth. In the case
of corporations having income from business activity which
is taxable bcth within and without this state, the license
fee shall be measured by the net income derived from or
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;
however, 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 1is for the privilege of carrying on business in
this state for the taxable year in which the income was
earned.

(4) Every bank organized under the laws of the state
of Montana, of any other state, or of the United States and
every savings and loan association organized under the laws
of this state or of the United States is subject to the
Montana corporation 1license tax provided for under this
chapter, For taxable years beginning on and after January 1,
1972, this subsection is effectlive in accordance with Public

Law 91-15%6, section 2 {12 U.5.C. 54B)."

-2- HB 880



10
11
12
13
14
15
16
17
18
19
20
21
22

23

24

25

HB 0880/02

Section 2. Section 33-2-311, MCA, 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 provided in subsection-t23¢{b}tiy-of 331-2-705 as to
premiums of authorized insurers, except that amounts
collected from the insured specifically for applicable state
and federal taxes, and in excess of the premium otherwise
required, shall not be deemed to be part of the premium for
the purposes of such computation. Upen filing of the annual
statement referred to in 33-2-310(2), the surplus line agent
shall pay to the commissieoner the amount of tax owing as to
surplus line insurance business transacted by him during the
preceding calendar year. If a surplus line policy covers
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
located in this state."

Section 3. Section 33-2-705, MCA, is amended to read:

“33-2-705. Report on premiums and other consideration
-= tax. (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 commissioner, on or before March 1 each year, a report

fexcept—-as-to—wet—maftne-and—hranspoftutéon—inanrancewtaxed

-3- HB 880
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undar-subssetton-¢téy-betowy in form as prescribed by the
commissioner showing total direct premium income, including
policy, membership, and other fees, premiums paid by
application of dividends, refunds, savings, savings coupens,
and similar returns or credits to payment of premiums for
new or additional or extended or renewed 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 located,
resident, or to be performed in Montana, with proper
proportionate allocation of premium as to such property,
subjects, or risks in Montana insured under policies or
contracts covering property, subjects, or risks located or
resident in more than one state, after deducting from such
total direct premium Income applicable cancellations,
returned premiums, the unabsorbed portion of any deposit
premium, the amount of reduction in or refund of premiums
allowed to industrial 1life policyholders for payment of
premiums direct to an office of the insurer, all poliey
dividends, refunds, savings, savings coupons, and other
similar returns paid or credited to policyholders with
respect to such policies. As to title insurance, “premium®

includes the total charge for such insurance. No deduction

-4- HB 880
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shall be made of the cash surrender values of policies.
Considerations received on annuity contracts shall not be
included in total direct premium income and shall not be
subject to tax.

(2) Coincident with the £filing of the tax report
referred to in subsection (1) above, each such insurer shall
pay to the commissioner a tax upon such net premiums

computed at the rate of 2 3/4%. This-tax-may-be-computed--in

either-of-the-fottowing-wayssr
tat--tiy-A--domestie--insurer-may-choose-te-compute-its
tax-based-on-the-percentage-ocf-itas-admitted-assets—~-inveated
in-~Montana--securicies-aceording-ra-the-foltowing-schedutes
tay-—2-374%-0fi net-premtums—-if-the-itnsarer--has--g4-—-of
tta-admiteed-asasts-invested-in-Montana-secuvitiess
tBY-——2-t/4%-of-net-premiuma-if-the-insurer-has-at-teast
25%~-ef-—ttas-admitted-asaseta-invested-in-Montana-securtties;
$€3--1-3f4%-of~net-preminma-if-the-insurer-hasa-at-teast
59%~of-tts-admitted-assets-invested-in--Mentana-—securitian;
{B¥--1-tF/4%-of net-premivms-if-the-insurer-has-a=-ieast
F54—-of--its-admitted-asaseta-invested-in-Mentana-asecucitiess
and
tBY--374%-of -net-premiuma-if-tha-insurer—--has--188%--of
tts-admitted-asseta-invested-in-Montana-securitiess
trty-"Admitted--nasetal--are——these--gsseta--atiowed-in

33-2-96%7
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titi)-An-insurer—choosing-this--mechod--of-—computatrien
maost-—itemize——its-Montana-securities-on-a-detaiied-scheduie
attached-to-ftas-annuat-tax-reports

tBy-—ti¥y-3£--the-—method-~previded--for-—in--subsaceion
t2¥tay-ts—not-used;-the-insurer-shati-compute—its-tax-at—the
rate-of-2-3/4%-of-the-net-premiumsr

tity-An--insurer--choosing--this--methed-and-having-not
tess-ehan-50%-of--ten-—paid-in--capitai--stock--invested-——in
Mentana--securities-is-atiowed-to-deduct-whatever-tax-itt-may
have-atready-paid-to-the-state-of-Montana-and-tts-—-potiticat
subdivistonsyr—-during——the--asame--calendar--year-as-ta-whieh
premiom-tax-is-being-patdy-from--the--amount--stherwise——due
under-thia-sections

t33——-Por-the-purpose-af-subsection—{24=-

tay--"patd-in---capittai---stockt-——-as——to--g--mutnar--or
reciprocat-tnsurer-ashatt-be-deemed-to-be-an-amount-equai--to
10%-0f-the-insurer+s-asaspss-ans

thy--"Montana--securitieast--shali--be-deemed-to-inctude
onty-generat-ohiigations-of-the-state-of-Montana-or--of--ita
potitieat--subdivistonsy;--mortgage--tcans-secured-by-a—firste
tren-upon-reai-estate-tocakted-in-Montanay;-funds-invested—-in
certificates——-of--depostt--in--a—-bank--sr-buitding-and-toan
association-—tocated--tn—-Montana--and--whose--deposita--are
insored-—-by—-an--ageney--af--the-tnitted-Statea-sr-an-—tmaneer

appreved-by-the-department--of--rommerces;--and—-reai--sstate

-6- HB 880
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tecated--in--Montana--owned-by-the-insurer;—ati-if-otharwise
tawfui-tnvestments-of-the-insurer-under-this-codes

fi}——fa)—ea-ot-before-ﬂcrch—i*of—each-year—each—insurer
shalti-fite-with-the-commissionerr-on-forms-as—preseribed-and
furnished--er--—accepted--by--him;--a--repeort--of--its--gross
nnderwr&ting—~—profit——on——wet—-mnrine———and—wbranapertatien
tnsurancer-authorized-in-33-1-20897;—-weibtbten——in--this—-stave
during--the--catendar--year--next-preceding-and-shati-at-the
same-time-pay-to-the-commissioner-a-tax-of-374-af-1%-of-sneh
grosa-underwriting-profies

th}--Such---grosa—--underwriting --profit---shall-———be
nscertained——by—deéuctfng-Erom—the—net~premiums—fiTeTT-grcss
premiums——tess--gii--return-~premiums---and---premiums-———far
reinsurance}-en-such-wet-marine-and-tranapartation-insurance
contracts--the-net-lesses-paid-{izery-gress-iosases-paid-iess
saivage—and-reeoveries—en—-reinsurance——eededi——during——such
ecatendar--year-under-such-contracts:-In-the-csss-sf-insurers
isauing-purticipating——contracts7—-:uch--grcss-~undeewréting
profit-—-shaitt--not--include~-for--ecomputation—-of--the—-tax
prescribed-by-this--subsection--t4}--the--amsunts—-refundedy
credibcd7-—or~—paid—as—patbicipatian—dévédends-ur—aavings—by
such-insurera-to-the-holders-of-such-centractss

t3}--Each-itnsurer-may-deduct-as-a——eredit--against-—the

premium-—tax--due-under-this-section-all-reat-property-taxes

patd-by-the-insvrer-on-iand-and-buildings-that--it-—-owns——in

-7- HB 880
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the--state——and--that-are-usad-for-the-actuat-conduct-sf-the

business-af-inserancer-~Reat--propecty—taxes——naid--hy——¢the

tmsurar-on-iand-and-bhniltdings-in-the-state—that-are-hetd-for

investment--by--the--insurer-may-not-be-deducted-as-a-credis

against-the-premivm-eax-duves

+5¥{4¥(3) 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 against fire is included 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,

+6¥45¥(4) With respect to authorized insurers the
premium tax provided by this section shall be payment in
Eull and in lieu of all other demands for any and all state,
county, city, distriect, municipal, and school taxes,
licenses, fees, and excises of whatever kind or character,
excepting only those prescribed by this cocde, taxes on real
and tangible personal property located in this state, and
taxes payable under %0-3-109.

+#¥463(5) The commissioner may suspend or revoke the

certificate of authority of any insurer which fails to pay

-8- HB B80
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its taxes as required under this section.

£2¥(6) 1In addition to the penalty provided for in

subgection t6¥ (5), the commissioner may impose upon an

insurer who fails to pay the tax required under this section

a fine of $100 a day feor each day the tax remains unpaid

past the due date or 1% of the amount owed in tax, whichever

is greater.

£83(7) The commissioner may by rule provide a schedule

for payment ©0f portions of the premium tax under this

section during the year in which such tax liability is

accrued."”

NEW SECTION. Secticn 4. Appropriation. There is
appropriated to the commissioner of insurance from the
insurance regulatory trust account in the state special
revenue fund the following sum for each fiscal year of the
biennium ending June 30, 1989, to be used to fund one FTE
administrative assistant to implement the provisions of this
act:

FY 1988 FY 1989
$18,208 $17,108

NEW SECTION. Saction 5. Severability. If a part of
this act is invalid, all valid parts that are severable from
the invalid part remain in effect. If a part of this act is
invalid in one or more of its applicaticns, the part remaions

in effect in all valid applications that are severable from

-9- HB 880
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the invalid applications.

NEW SECTION. Section 6. Applicability. This act
applies to all premium income of an authorized insurer
received after December 31, 1986.

NEW SECTION. 3Section 7. Effective dates. (1) Section
3t8r 3(7) and this section are effective on passage and
approval,

(2} The remaining proviaions of this act are effective
October 1, 1987.

-End-

=10~ HB 880
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STATEMENT OF INTENT
HOUSE BILL 880

House Taxation Committee

A ptatement of intent is required for this bill because
section 3 grants the commissicner of insurance authority to
adopt rules to provide for the periedie QUARTERLY payment of
portions of the premium tax.

Currently the premium tax is paid by insurers once a
year in March. The legislature recognizea the opportunity to
collect the premium tax on a regular basis throughout the
year and to generate additional income for the state by
having this money available for investment. For this reason,
the legislature grants the commissioner of insurance
authority to adopt rules to establish a schedule for payment
of portions of the premium tax during the year in which the
tax liablility is accrued.

The legislature intends that, in adopting rules, the
commigssioner aof insurance establish payment schedules
similar to the schedules used in other states. The
legislature further intends that rules adopting a periodie
QUARTERLY schedule for payment of the premium tax not create
an undue burdea on insurance companies by requiring
excessively frequent payments, Lastly, it is the intent of

the legislature that rules adopted under this act conform as

‘{Egégﬂhlnﬂﬂmmammﬂ

1
2
3

much as possible to the laws, rules, and procedures of

state governing the

expenditure of state funds.

HB 0880/si

budgeting, appropriation,
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HOUSE BILL NO. 880
INTRODUCED BY WINSLOW

BY REQUEST OF THE STATE AUDITOR

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FOR A UNIFORM
PREMIUM TAX; AUTHORIZING THE COMMISSIONER OF INSURANCE TO
COLLECT PREMIUM TAX PAYMENTS ON A PERiOB¥€ QUARTERLY BASIS;
PROVIDING PENALTIES FOR FAILURE TO PAY THE PREMIUM TAX WHEN
DUE; APPROPRIATING MONEY; AMENDING SECTIONS 15-31-101,
33-2-311, AND 33-2-705, MCA; AND PROVIDING RETROACTIVE

APPLICABILITY AND EFFECTIVE DATES."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HDNTANA:
Section 1. 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 dc business in

an organized capacity, and all other corporations whether
created, organized, or existing under and pursvant to the
iaws, agreements, or declarations of trust of any state,
country, or the United States.

(2) The terms 'engéged in business" and "doing
business™ both mean actively engaging in any transaction for
the purpese of f£inancial or pecuniary gain or profit,

(3) Every corporation, except as hereinafter provided
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and except as provided in 33-2-705¢6¥{53(4)., engaged in
business 1in the state of Montana shall annuaily pay to the
state treasurer as a license fee for the privilege of
carrying on business in this state such percentage or
percentages of ita total net income for the preceding
taxable year at the rate hereinafter set forth. In the case
of corporations having income from business activity which
is taxable both within and without this state, the license
fee shall be measured by the net income derived from or
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;
however, the tax hecomes 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
thig state for the taxable year in which the income was
earned,

{4) Every bank organized under the laws of the state
of Montana, of any other state, or of the United States and
every savings and lcan association organized under the laws
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.S5.C, 548)."

-2- HB 880
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Section 2. Section 33-2-311, ‘MCA, "is amended to read:

"33-2-311. Tax on surplus lines. There is imposed upon
premiums collected for surplus line insurance transacted in
thig state a tax at the same rate and computed in the same
manner as provided in subsection-{23¢b¥¢iy-of 33-2-705 as to
premiums of authorized .insurers, except that amounts
collected from the insured specifically for applicable state
and federal taxes, and in excess of the premium otherwise
required, shall not be deemed to be part of the premi n for
the purposes of such computation. Upon filing of the annual
gtatement referred to in 33-2-310{2), the surplus line agent
shall pay to the commissioner the amcunt of tax owing as to
surplus line insurance business transacted by him during the
preceding calendar year. If a surplus 1line policy covers
risk or exposures only partially in this state, the tax
payable shall be computed upon the proportion of the premium
which is properly allocable ta the risks or exposures
located in this state."

Section 3. Section 33-2-705, MCA, is amended to read:

"33-2-705. Report on premiums and other consideration
-~ tax. (1) Each authorized Iinsurer and each formerly
authorized insurer with respect to premiums 80 received
while an authorized insurer in this state shall file with
the commissioner, on or before March 1 each year, a report

texeept——as-to-wet-marine-and-transportation-insurance-taxed

-3- HB 880
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under-subasection-{4}-betowy in form as prescribed by the
commissioner showing total direct premium income, including
policy, membership, and other fees, premiums paid by
application of dividends, refunds, savings, savings coupona,
and similar returns or credits to payment of premiums for
new or additional or extended or renewed insurance, charges
for payment of premium in installments, and all other
congideration 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 located,
resident, or to be performed in Montana, with proper
proportionate allocation of premium as to such property,
subjects, or risks in Montana insured under policies or
contracts covering property, subjects, or risks located or
resident in more than one state, after deducting from such
total direct premium income applicable cancellations,
returned premiums, the unabsorbed portion of any deposit
premium, the amount of reduction in or refund of premiums
allowed to industrial life policyholders for payment of
premiums direct to an office of the insurer, all policy
dividends, refunds, savings, savings coupons, and other
similar returns paid or credited to policyholders with
respect to such policies. As to title insurance, "premium"

includes the total charge for such insurance. No deduction

-4- HB 880
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shall be made of the cash surrender values of policies.
Considerations received on annuity contracts shall not be
included in total direct premium income and shall not be
subject to tax.

{2) Coincident witﬁ the filing of the tax report
referred to in subsection (1) above, each such insurer shall
pay to the commissioner a tax upon asuch net premiums

computed at the rate of 2 3/4%. This-tax-may-be-computed--in

either-of-the-following-ways+
ta3--ti)-A--domestic--insurer-nay-cheose-to-compute-ita
tax-based-on-the-percentage-c¢f-its-admitted-asseta-—invested
in--Montana--seeurities-according-to-the-fortewing—scheduter
tAY--2-3/4%-of-net-premiums-if-the-insurer--nas--8%--of
itas-admitted-assets-invested-in-Montana-securitiress
tBy-—2-i/4%-of-net-premiuns-if~the-insurer-has-at-ieast
25— ~-cf--tea-admitted-assets-invested-in-Mentana-securibiess
tey--1-3/4%-of-net-premiums-if-the-insurer-has-at-teaat
59%—of-its-admitbed-asssts-invented-in--Montana--securitiess
+B1--1-1/4%-of-net-premiuma-if-the-insurer-has-at-Ieast
?54--0f-—itts-admiteed-assets-invested-in-Montana-securitiess
and
tBy--3f4%-0f-net-preminms~if-the-insunrer—-has--100%--of
ies-admitted-asseta-investad-in-Montana-securitiess
fii}-“Admihted—~a=sets"-~are—fthose—wassets—-ei}owed-in

33-2-50%<
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titiy-An-inanrer-choosing-this--method--of--computation
must-—itemize——its-Mentana-securities-on—a-detailed-scheduie
attached-to-its—-annuai-tax-repores

+b3-—¢33}-3f——the--method--previded—-for-—in--subsection
t23tar-is-not-used;-the—insurer-shati-compute-ita~tax-at-the
rate-af-2-3/4i-of -the-net-premiums~

tii}-An--insurer--cheesing--this--method-and-having-net
tess-than-58%—of-—-ita--paid-in--capital--stock——invested--in
Montann——:ecurities—is—alieued-te—deduet-whatevef—tax—it-nﬁy
have-atready-paid-to-the—-state-of-Montana-and-its--peiiecieal
subdivistonsy--during--the--zame--calendar--year—-as-to-whieh
premium-tax-ia-being-pards-from--the--amount--stherwina--due
under-this-secetions

+33--Por-the-purpose-of-subsection-{t2§+

tay--2paid-in—--capital-——-stockti-—as--to——a--Mutuat--or
reciprocal-insurer-shati-be-deemed-to-be-an-amount-equai——te
19%-of-the-inanrerts-assets;-and

thy-—-UMontana--sccenrtticst-—shaii--pe-deemed-to-ineciude
onty-generat-obliqationa-of-the-state-of-Montana-or--of--its
political--aubdivisiensy--mertgage—-ioans-secured-by-a-firse
tien-upon-reai-estace-iocated-in-Montanay;-funda-invested--in
eertificates——of--deposie-——in-—-a--bank--or-buitding-and-ioan
asssctation——tecated--in--Mentana--and--whose--deposits—-are
insured--by--an--ageney--af-—-the-tniced-seates-ar-an-insarer

appreved-by-the-department—-cf--commerce;--and--reat——estate

-6- HA 880
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lecated~~in--Montana-—-ewned-by-the-insurerr-ati-if-otherwise
awfuk-investuents-of-the-insurer-under-this-codes
t43-—-tay-on-or-before-March-i-af-each-year-each-insurer
shati-fite-with-the-commissienery-on-forms-as-presecibed-and
iuiniahed——oru-aceepbed——by--hilr——a—-repere--c£~—its——gresa
gnderwriting---profit-—-an--vwek--marine---and--transportation
insurancey-antherized-in-33-3-209;--written-—tn--this—-state
during—-the--catendar--year--next-preceding-and-shaii-at-the
same-time-pay-to—the-commissioner-a-tax-cf-3/4-0f-1§- _E-anech
gross—underwriting-profies
thy-—Such-—-gross——-underwriting---profit---shati--—pe
ascertained--by-deducting-from-the-net-premiums-ti-evr-gross
pfeniuna--ieas—-aii——return~—préniuna~——and-*-premiums-——Ear
reinsurance}-on-such-wet-marine—and-transportation-insurance
eontracts--the-net-losses-paid-tisesr-gross-iosses-paid-iess
satvage-and-recoveries-on——reinsurance--cededj--during--such
calendar--year-under-sach-contractas-In-the-case-of-insurers
issuing-participating--centractsr—-such--greoss——underwriting
prefie---shali-—net--inctude--for--computation--of--the--tax
prescribed-by-this--subseetion—-t4}--the--anounts--refundeds
erediteds—-or--paid-as-participation-dividends-cr-savings-by
such-insurers-to-the-holders-of-such-contractsas

t34--Bach-insurer-may-deduct-as-a--credit--against-—the

premium--tax--due-under-this-section-ali-real-property-taxes

patd-by-the-insurer-on-iand-and-buiidings-that--ik--owns--in

~7- HB 88O
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the--state--and-—-that-are-used-for-the-actuat-conduct-of-the

business-of-insurances-—Reai--property-——taxes--paid--by-——-the

insurer-on-iand-and-butidings-in-the-state-that-are-heid-for

investment—-by~--the--ingsurer-may-not-be-deducted-as-a-eredit

against—the-premium-tax-dues

€53443(3) 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 against fire is included with insurance of
propetty against other perils at an undivided premium, the
insyrer 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.

163t53(4) With 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 state,
county, city, district, municipal, and school taxes,
licenses, fees, and excises of whatever kind or character,
excepting only those prescribed by this code, taxes on real
and tangible personal property located in this state, and
taxes payable under 50-3-109.

+?¥463(S5) The commissicner may suspend or revoke the

certificate of authority of any insurer which fails to pay

-8- HB 830
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its taxes as required under this section.

+?¥(6) In addition to the penalty provided for in
subsection &} {5), the commisgioner may impose upon an

insurer who fails tc pay the tax required under this section

a fine of $100 a day for each day the tax remains unpaid

past the due date or 1% of the amount owed in tax, whichever

is greater.

+83(7) The commissioner may by rule provide a

QUARTERLY schedule for payment of portions of tha premium

tax under this section during the year in which such tax

liability is accrued."

NEW SECTICN. Section 4. Appropriation. There is
appropriated to the commissiocner of insurance from the
insurance requlatory trust account in the state gpecial
revenue fund the fcllowing sum for each fiscal year of the
biennium ending June 30, 1989, to be used to fund one FTE
administrative assistant to implement the provisions of this
act:

FY 1988 FY 1989
$18,208 $17,108

NEW_SECTION. Section 5. Severability. If a part of
this aect is lnvalid, all valid parts that are severable from
the invalid part remain in effect. If a part of this act is
invalid in one or more of its applications, the part remains

in effect in all valid applications that are severable from

-9- HB 880

- W N

w O ® ~N o w;

HB 0880/03
the invalid applications.
NEW SECTION. Section 6. Applicability. This act

applies to all premium income of an authorized insurer
received after December 31, 1986.

NEW SECTION. Section 7. Effective dates. (1) Section
3¢8% 3(7) and this section are effective on passage and
approval.

(2) The remaining provisions of this act are effective
October 1, 1987.

-End-
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STATEMENT OF INTENT
HOUSE BILL 880
House Taxation Committee
,

A statement of intent is required for this bill because
section 3 grants the commissioner of insurance authority to
adopt rules to provide for the periedic QUARTERLY payment of
portions of the premium tax.

Currently the premium tax is paid by insurers once a
year in March. The legislature recognizes the opportunity to
collect the premium tax on a regular basis throughout the
year and to generate additional income for the state by
having this money available for investment. For thia reason,
the 1legislature grants the commissioner of insurance
authority to adopt rules to establish a schedule for payment
of portions of the premium tax during the year in which the
tax liability is accrued.

The legislature intends that, in adopting rules, the
commissioner of insurance establish payment schedules
similar te the schedules used in other states. The
legislature further intends that rules adopting a pertedie
QUARTERLY schedule for payment of the premium tax not create
an undue burden on insurance companies by requiring
excessively freguent payments. Lastly, it is the intent of

the legislature that rules adopted under this act conform as

l\c\&u’luu lagisiative Courelt

1

3

much as possible to the laws,

state governing the

expenditure of state funds.

budgeting,
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rules, and procedurea of

appropriation,
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HOUSE BILL NO. BBO
INTRODUCED BY WINSLOW

BY REQUEST OF THE STATE AUDITOR

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FOR A UNIFORM
PREMIUM TAX; AUTHORIZING THE COMMISSIONER OF INSURANCE TO
COLLECT PREMIUM TAX PAYMENTS ON A PERIOP¥€ QUARTERLY BASIS;
PROVIDING PENALTIES FOR FAILURE TO PAY THE PREMIUM TAX WHEN
DUE; APPROPRIATING MONEY: AMENDING SECTIONS 15-31-101,
33-2-311, AND 33-2-705, MCA; AND PROVIDING RETROACTIVE

APPLICABILITY AND EFFECTIVE DATES."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. 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 bugsiness trusts which do business in

an organized capacity, and all other corporations whether
created, organized, or existing under and purauant to the
laws, agreements, or declarations of trust of any state,
country, or the United 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 profit,

(3) Every corporation, except as hereinafter provided
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and except as provided in 33-2-705¢63{53{4), 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 ar
percentages of its total net income for the preceding
taxable year at the rate hereinafter set forth. In the case
of co?po:ations having income from business activity which
is taxable both within and without this state, the license
fee shall be measured by the net income derived from or
attributable to Montana sources as determined under part 3.
This tax is due and payable on the 15th day of the Sth month
following the close of the taxable year of the corporation;
however, 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
earned.

(4) Every bank organized under the laws of the state
of Montana, of any other state, or of the United States and
every savings and loan association organized under the laws
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 91-15%6, section 2 (12 U,S.C. 548)."

~2- HB 880
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Section 2. Section 33-2-311, MCA, 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 provided in subsection-{t2}{b}tty-of 33-2-705 as to
premiums of authorized insurers, except that amounts
collected from the insured specifically for applicable gtate
and federal taxes, and in excess of the premium otherwise
required, shall not be deemed to be part of the premium for
the purposes of such computation. 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 year. If a surplus line policy gavers
risk or exposures only partially in this state, the tax
payable shall be computed upon the proporticn of the premium
which is properly allcocable to the risks or exposures
located in this state.”

Section 1. Section 1313-2-705, MCA, is amended to read:

"33-2-705. Report on premiums and other congideration
--  tax. {1) Each authorized insurer and each formerly
authorized insurer with respect to premiums so0o received
while an authorized insurer in this state shall file with
the commissioner, on or before March 1 each year, a report

texcept--as-to-wet-marine-and-transpertation-insurance-taxed

-3- HB 880
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under-subsection-t4)-betowy in form as prescribed by the
commigsioner showing tcotal direct premium income, including
policy, membership, and octher fees, premiums paid by
application of dividends, refunds, savings, savings coupons,
and similar returns or credits to payment of premiums for
new or additional or extended or renewed 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 located,
resident, or to be performed in Montana, with proper
proportionate allocation of premium as to such property,
subjects, or risks in Montana insured under palicies or
contracts covering property, subjects, or risks located or
resident in more than one state, after deducting from such
total direct premium income applicable cancellations,
returned premiums, the unabsorbed portion of any deposit
premium, the amount of reduction in or refund of premiums
allowed to industrial 1life policyholders for payment of
premiums direct to an office of the insurer, all policy
dividends, refunda, savings, savings coupons, and other
similar returns paid or credited to policyholders with
respect to such policies. As to title insurance, "premium"

includes the total charge for such insurance. No deduction

-4~ HH BBO
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shall be made of the cash surrender values of policies.
Considerations received on annuity contracts shall not be
included in total direct premium income and shall not be
subject to tax.

{2) Coincident with the filing of the tax report
referred to in subsection (1) above, each such insurer shall
pay to the commissicner a tax wupon such net premiums

computed at the rate of 2 3/4%. Phis-tax-may-be-computed--in

etther-of-the-fotiowing-ways:
faY——-$t}-A--domestic--tnsurer-may-choose-to-compute-its
tax-based-on-the-percentage-of-tts-admitted-assets--invested
tn--Montana--secnrities-aeccording-to-the-fotlowing-achedutes
tAy--2-3/4%-of-net-premiums-if-the-insurer--has—-8%--of
its-admitted-assets-invested-in-Meontana-securikbimoss
{B}---2-1F/4%-of -net-premiums-tf-rhe-insurer-has-at-ieast
258 --of--tes-admitted-assers-invested-in-Montana-securitiess
t€)--1-374%-0f-net-premiums-tf-the-insurer-has-at-least
S5pk-of-ttes-admitted-assets-invested-in--Montana--secarities;
tB¥-~-1-1/4%-of net-premiuma-if-the-insurer-has-at-teast
354 --of--its-admitted-assets-invested-in-Mantana-securities:
and
tBy--3/4%-of-net-premiums-if-the-insurer—-has—-188%--of
tts-admitted-Assets-invested-in-Montana-securitiess
tittt-tAdmicted-—asactatl-—nare--these--assees-—-aitowed-in

33-2-56%~
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titty-An-insurer-chessing-this--method--of--computation
must--itemize-~its-Montana-securities-an-a-detailted-seheduie
attached-to-its-annuai-tax-report:

tb}-——tiy-if--the-—-method--provided--for—-in-—subsection
t2¥taj-ts-not-used;-the-insurer-shalti-compute—ita-tax-at-the
rate—of-Z-3/44-0f-the-net-premiums:

tit)-An——insurer--choosing--this--method-and-having-net
tess-than-58%-of--itts--paid-in—-capital--stoek-—-invested--in
Montanra--securities-is-allowed-to-deduct-whatever-tax—it-may
have-aiready-paid-to-the-state—of-Montana-and-ita--political
subdivisionsy--during-—the--same--catendar--year-aa-to-which
preminm-tax—-is-being-paids-from--the--amount--otherwise--due
under-this-seetiens

t33--Per-the-purpose-of-subsection-¢+2y+

ta)--"patd-in——-capitat---atock?--as--to--a--mubkuai--or
reciprocat-insurer-shati-be-deemed-to-he-an-amount-equat--ta
10%-of-the-insureris-assets;-and

thby-—-2Mentana--securitienl-—shail--be-deamed-to-inelude
enty-generai-cbiigations-of-the-state-cf-Montana-or-—ef--ita
poitttical--subdivisionsy--mortgage--ioans-secured-by-a-first
tien-upon-renl-estate-iocated-in-Montana;-funds-inveated——in
ecereificates--of --depasit--in--a--bank--or-buitding-and-ioan
association-—-tocated--in--Mentana--and--whose--depasita—-are
insured--by--an--agency--of -the-Hnited-States-ar-an-insurer

approved-by-the-department—-of--commerce;--and--reat—-estate

-6~ HB 880



[ B AR}

~J

11
12
13
14
15
15
17
8
19
20
21
22
23
24

25

HB 088003

tacated--in--Montana-—-owned-by-the-insurer;-ati-if-otherwise
}awfu}-invc:tments-oé~bhe—insurer—undef—thisjeade=
t4r-—tat-On-or-before-March-i-of-each-year-each-insurer
shati-file-with-the-csommissioner;-sn-forms-as-preseribed-and
furnished--or--accepted--by--him;--a--report-—cf--ita--greass
underuriting———pfofit~—on--wet—-marine——-nnd;-transpcrtqtian
insuranee;-anthorized-in-33-1-209;--written——in-—-this--stace
during--the--catendar--year--next-preceding-and-shati-at-the
same-time-pay-tea-the-commissionar-a-tax-of-37/4-of-t4-of-3uch
gross-underwriting-profies
tb}—-Such---gress-——underwriting---profit---shati--—-be
ascertained--by-dedueting-£from-the-net-premzums-{i:e:-;—gross
premiums-~less——aii——return~wpremiums———und-——premiums-——for
reinsurance}-on-such-wet-marine-and-transportation-insueance
contracts-——the-net-losses-—paid-tisesr;-gross-iosses-paid-less
saslvage-and-recoveries-sn——reinsurance--ceded}--durtng--such
catendar--year-under-such-contracts:-In-the-case-sf-insurers
tssuing-participating--contracksy--such--gross--underwriting
profit---shali--not--inciude--For--computation--of--the--tax
prescribed-by-this--subsection—-{4}—-the--ameunta--refundedy
ecreditedr-—or--patd-as-participation-dividends-or-savings-by
such-insurers-to-the-holders-of -such-contractss '

{3)--Bach-itnsurer-may-deduct-as-a—-credit--against--the

Eyeminm-~tax——due—under—thia-:ectien—aii—rea}-proper:y—taggg

paid-by-the-insurer-on-iand-and-buildings-that--tt——owns-——in
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the-—-state-—and--that-are-used-for-the-actual-econduct-of-the

business-of-insurance:--Real--property--taxes--paid--by--the

inaurer-on-tand-and-buiidings-in—-the-seate-that-are-held-for

investment-——-by--the—-imsurer-may-not-be-deducted-as-a-credit

against—the-premiom-tax-dues

t5¥¢t43(3) That portion of the tax paid hereunder by an
insurer on account of premiums received for fire 1insurance
shall be separately specified in the report as required by
the commissioner, Eor apportignment as provided by law.
Where insurance against Eire is included with insurance of
property against other perils at an undivided premium, the
insurer shall make 8such reasonable allocation from such
entire premium te the fire portion of the coverage as shall
be stated in such repart and as may be approved or accepted
by the commissioner.

t563¢5)(4) With 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 state,
county, city, district, municipal, and school taxes,
licenses, fees, and excises of whatever kind or character,
excepting only those prescribed by this code, taxes on real
and tangible personal property located in this state, and
taxes payable under 50-3-109.

t?¥t63(5} The commissioner may suspend or revoke the

certificate of authority of any insurer which fails toc pay

-8~ HB B8O
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its taxes as required under this gection.

£7¥(6) In addition to the penalty provided for in

subsection {6} (5), the commissioner may impose upon an

ingurer who fails to pay the tax required under this section

a fine of $100 a day for each day the tax remains unpaid

past the due date or 1% of the amount owed in tax, whichever

is greater.

¢83¥(7) The commissioner may by rule provide a

QUARTERLY schedule for payment of portions of the premium

tax under this section during the year in which such tax

liability is accrued.”

NEW SECTION. Section 4. Appropriation. There is
appropriated to the commissioner of insurance from the
insurance regulatory trust account in the state special
revenue fund the Following sum for each fiscal year of the
biennium ending June 310, 1989, to be used te fund one FTE
administrative assistant to implement the provisions of this
act:

FY 1988 FY 1989
$18,208 $17,108

NEW SECTION. Section 5. Severability. If a part of
this act is invalid, all valid parts that are severable from
the invalid part remain in effect. -If a part of this act is
invalid in one or more of its applications, the part remains

in effect in all valid applications that are severable from

-9- HB 880

L")

~ &;ow:n

HB 0880/03

the. invalid applications.

NEW SECTION. Section 6. Applicability. This act
applies to all premium income of an authorized insurer
received after December 31, 1986.

NEW SECTION. Section 7. Effective dates. (1) Section
3¢8% 3(7) and this section are effective on passage and
approval.

(2) The remaining provisions of this act are effective
October 1, 1987.

~End-
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