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MARCH 13, 1987 

MARCH 18, 1987 

Mll-.RCH 19, 1987 

.1/!_~CH ~0, 1987 

MARCH 25, 1987 

MARCH 25, 1987 

MARCH 27, 1987 

MARCH 28, 1987 

MARCH 31, 1987 

APRIL 13, 1987 

APRIL 14, 1987 

HOUSE BILL NO. 880 

INTRODUCED BY WINSLOW 

BY REQUEST OF THE STATE AUDITOR 

IN THE HOUSE 

INTRODUCED AND REFERRED TO CO.Ii!~ITTEE 
ON TAXATION. 

COMMITTEE RECO.Ii!~END BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

STATEMENT OF INTENT ADOPTED. 

PRINTING REPORT. 

ON MOTION, CONSIDERATION P~~SED 
FOR THE DAY. 

ON MOTION, CONSIDERATION PASSED 
FOR THE DAY. 

SECOND READING, DO PASS AS .~ENDED. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 89; NOES, 2. 

TRANSMITTED TO SENATE. 

IN THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON FINANCE & CLAIMS. 

COMMITTEE RECOMMEND BILL BE 
CONCURRED IN. REPORT ADOPTED. 

SECOND READING, CONCURRED IN. 

ON MOTION, RULES SUSPENDED TO PLACE 
BILL ON THIRD READING THE 83RD 
LEGISLATIVE DAY. 



APRIL 14, 1987 

APRIL 15, 1987 

THIRD READING, CONCURRED IN. 
AYES, 50; NOES, 0. 

RETURNED TO HOUSE. 

IN THE HOUSE 

RECEIVED FROM SENATE. 

SENT TO ENROLLING. 
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H4wf!. BILL NO. ~ 

INTRODUCED BY aLZ2 
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 

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-Jl-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 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 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 

~n• ""'""'"' Coun<i' 
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as provided in 33-2-705t6t~. engaged in 

the state of Montana shall annually pay to the 

state treasurer as a license fee for the pcivilege 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 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 accordance with Public 

Law 91-156, section 2 (12 U.S.C. 548).'' 

-2- INTRODUCED BILL 
~~~-~ 
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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 s~~s~et~e"-t~ttbttit-of 33-2-705 as to 

premlums 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. 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 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. 

tax. (1) 

Report on premiums and other 

Each authorized insurer and 

consideration 

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 

texeept--a~-to-wet-ma~i"e-~ftd-tr8n~portetion-ins~ranee-te~ed 

-3-
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~nde~-~~bseetien-t•t-be~ewt 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 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 

located, of policies covering property, subjects, or risks 

resident, or to be performed in Montana, with proper 

property, proportionate allocation of premium as to such 

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 deductio11 

-4-
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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 (l) above, each such insurer shall 

pay to the commissioner a tax upon such net premiums 

computed at the rate of 2 3/4%. ~his-tax-m~y-be-eompnted--±" 

~~tn~r-oE-tMe-followin9-wers~ 

tat--t±t-A--domest±e--insarer-may-ehoose-to-eompnte-~~~ 

tax-ba~ed-o"-tne-pereenta9e-of-±ts-adm±tted-a~s~ts--±nvested 

±n--Montana--seettr~ties-aecord±n9-to-the-foiiowin9-sehedtile~ 

tAt--~-3f4t-oE-net-prem±tlms-if-the-~~~tl~er--ha~--9%--o£ 

~t~-admitted-~~~et~-in~e~teO-~n-Mon~a~a-~ee~ritie~r 

tBt--~-lf4t-o£-net-premitlm~-~£-the-i~stlrer-has-at-iea~t 

~5%--o£--it~-admitted-a~~ets-inve~ted-in-Montana-~eetlrit±e~7 

tet--~-3/4%-of-net-prem±~m~-±£-the-in~ttrer-ha~-at-ieast 

59%-o£-±t~-admitted-asset~-±nvested-in--Montana--seettrit±es; 

tBt--l-l/4%-of-net-premittm~-if-the-insttrer-has-at-ieast 

TS,--of--±ts-eOmitted-as~e~s-±nvested-±n-Montena-seetlritie~; 

~~d 

tEt--~~4~-of-net-premitlms-if-the-insttrer--ha~--199%--o£ 

it~-admitted-assets-inve~ted-±n-Mofltana-~eettr±tieso 

t±±t-uAdmitted--assetsn--are--those--as~ets--allowed-±n 

33-i!-59!. 
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t±±±t-An-insttrer-ehoosing-this--method--of--eomptttation 

mttst--itemize--its-Montana-seetlrities-on-a-detailed-schedtt~e 

attaehed-to-its-annttal-tax-reporto 

tbt--t±t-£f--the--m~tho~--provided--£or--~n--~~b~eet±on 

tittet-±~-~ot-ttsed,-the-±n~ttrer-~haiX-eompttte-its-tax-at-the 

rate-of-~-3f•%-o~-the-net-premittms* 

tiit-An--fn~ttrer--ehoosin9--this--m~thod-and-hav±ng-not 

ie~~-~han-59%-of--its--paid-±n--eap±taX--~~oek--inve~te~--in 

Montana--sec~ritie~-±~-ailoved-to-dedHct-whate~er-tax-±t-may 

have-aiready-pa±d-to-the-state-of-Montana-and-its--~oiitieal 

sttbd±vision~,--dtlri~9--the--~ame--ealendar--year-as-to-wnieh 

premfHm-tax-±s-be±ng-pafd,-~rom--the--amotlnt--otherwis~--dtte 

~nder-thi~-~ee~ion~ 

t3t--Fer-the-pttrpose-o£-~ttbseetion-t~t~ 

tat---upaid-±n---eap±tai---stoe~n--as--to--a--mtttttai--or 

reeiproeal-insttrer-shaii-be-deemed-to-be-an-amottnt-eqttal--to 

iB%-of-the-in~urer~~-assets;-and 

tbt--uMontana--seettrities 0 --shaii--be-deemeO-to-ineictde 

on±y-9eneral-ob±i9at±ons-o£-the-state-o£-Montana-or--of--+~~ 

poiit±eai--sttbdivisions,--mort9age---±oans-3ecttred-by-a-fir~t 

i±en-ttpon-real-estete-loeated-±n-Montana7 -fttnds-±n~ested--in 

cert±£±eete~--o£--d~posit--in~-a--ban~--or-btti±ding-and-loan 

as~oeietien--loeated--in--Montan~--and--wno~e--depo~ie~--are 

in~ttred--by--an--ag~ney--of--the-Hnited-S~at~~-er-an-~M~nr~r 

a~~reved-by-the-department--of--commeree7 --and--real--e~tate 

-6-
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iecat@d--±~--Montana--ovn@d-by-the-ins~r@rr-a%%-if-oth~rwise 

iawrai-inve~tments-o£-the-ins~rer-ander-this-eedeo 

t4t--tat-en-er-eerore-Mareh-l-o£-eaeh-year-eaeh-±nsttrer 

shail-£ile-with-the-eommiss±oner,-on-forms-ae-~reseribed-and 

fttrniehed--or--aeeepted--by--him,--a--report--of--its--~roee 

anderwritin~---profit--on--wet--marine---and--traneportation 

±nearanee,-author±~ed-in-33-l-Z99;--wr±tten--±n--t"ie--etate 

dttrin~--the--ealendar--year--next-preeed±ng-and-ehall-at-the 

eame-time-pay-to-the-eommieeioner-a-tax-of-3f4-o£-l~-of-eaeh 

9roee-anderwriting-prof±to 

fbt--Saeh---9ross---and~rwr±t±n9---pror±t---shall----ee 

~~ee~tained--by-ded~etin9-from-the-net-premi~m~-t~oeo,-g~oss 

prem~~m~--re~s--a±l--ret~rn--premi~ms---and---p~em~~m~---for 

re±ns~r8neet-o~-s~eh-wet-mar±ne-and-era~sportation-±~sttra~ee 

eontraets--the-net-ieases-paid-tioeo,-gross-losses-paid-lesa 

sal~a~e-and-reco~eries-en--reinsttrenee--eededt--d~r±ng--sueh 

eaiendar--year-ttnder-s~ch-eontraetso-ln-the-e8se~of-insttrer~ 

ias~±ng-partieipating--eontraetsr--s~eh--9roaa--~nderwr±ti~9 

pror±t---ahail--not--inei~de--for--eomp~tation--of--the--tax 

preseribed-by-this--subseetion--t4t--the--amo~nts--refttnded7 

ered±ted,--or--paid-as-partieipation-diYide~ds-or-savings-by 

stteh-±ns~rers-to-the-hoiders-of-stteh-eontraets. 

(3) Each insurer may deduct as a credit against the 

premium tax due under this section all real propecty taxes 

paid by the insurer on land and buildings that it owns in 

-7-
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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. 

tStl!l 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. 

t6t~ 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. 

t1t~ The commissioner may suspend or revoke the 

certificate of authority of any insu~er which fails to pay 

-a-
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its taxes as required under this section. 

1.1..L_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 $100 a day for each day the tax remains unpaid past the 

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

greater. 

~he commissioner may by rule provide a schedule 

f~r payment of p~rtions of the premium tax under this 

10 section during the year in which such tax liapility is 

11 accrued." 

12 NEW SECTION. Section 4. Appropriation. There is 

13 appropriated to the commissioner of insurance from the 

14 insurance regulatory trust account in the state special 

15 revenue fund the following sum for each fiscal year of the 

16 biennium ending June 30, 1989, to be used to fund one FTE 

17 administrative assistant to implement the provisions of this 

18 act: 

19 FY 1988 FY 1989 -----

20 $18,208 $17,108 

2l NEW SECTION. Section S. Severability. If a part of 

22 this act is invalid, all valid parts that are severable from 

23 the invalid part remain in effect. If a part of this act is 

24 invalid in one or more of its applications, the part remains 

25 in effect in all valid applications that are severable from 

-9-
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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-



·-. 

.,; 

In compliance with a written request, 

DESCRIPTION OF PROPOSED LEG.ISLATION: 

STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

there is hereby submitted a Fiscal Note for HB880 , second reading copy. 

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. 

ASSUMPTIONS: 
1. Insurance premiums will increase at the rate of 5.49% 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 collections will be at the rate of 6.37% 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-domestic 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 
Revenues: Current Law Proposed Law 
Premium Taxes -

Non Domestic $23,162,000 $23,162,000 
Domestic 161,000 298,000 

Accelerated Payments 0 12,374,000 
Additional Interest 

Earnings 0 98 1 000 
TOTAL $23,323,000 $35,932,000 

and Program Planning 

FY89 
Difference Current Law Proposed Law Difference 

$ 0 $24,432,000 
137,000 170,000 

12,374,000 0 

98 1 000 0 

$24,432,000 
315,000 
679,000 

101 1 000 

$ 0 
145,000 
679,000 

101,000 
$12,609,000 $24,602,000 $25,527,000 $ 925,000 

{l£jj~ DATE 3"/~ jrJ 
CAL WINSLOW, PRIMARY SPONSOR -I 

Fiscal Note for HB880, second reading copy. 

HI! 1''0 



Fiscal Note Request, HB880, second reading copy. 
Form BD-15 
Page 2 

FISCAL IMPACT: FY88 
Expenditures: Current Law Proposed Law 
Personal Services $ 0 $ 18,500 

Net Effect General Fund $23,323,000 $35,913,500 

Difference 
$ 18,500 

$12,590,500 

Current Law 
$ 0 

$24,602,000 

FY89 
Proposed Law Difference 
$ 17,000 $ 17,000 

$25,510,000 $ 908,000 

TECHNICAL OR MECHANICAL DEFECTS IN PROPOSED LEGISLATION OR CONFLICTS WITH EXISTING LEGISLATION: 
Administrative rules !DUSt be promulgated to specify the procedures for payment of taxes on a regular basis. 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. 

t18 B'TO 

" 
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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 

6 section 3 grants the commissioner of insurance authority to 

7 adopt rules to provide for the periodic payment of portions 

8 of the premium tax. 

9 Currently the premium tax is paid by insurers once a 

10 year in March. The legislature recognizes the opportunity to 

11 collect the premium tax on a regular basis throughout the 

12 year and to generate additional income for the state by 

13 having this money available for investment. For this reason, 

14 the legislature grants the commissioner of insurance 

15 authority to adopt rules to establish a schedule for payment 

16 of portions of the premium tax during the year in which the 

17 tax liability is accrued. 

18 

19 

20 

The legislature intends that, in adopting rules, the 

commissioner of insurance establish payment schedules 

similar to the schedules used in other states. The 

21 legislature further intends that rules adopting a periodic 

22 schedule for payment of the premium tax not create an undue 

23 burden on insurance companies by requiring excessively 

24 frequent payments. Lastly, it is the intent of the 

25 legi · ature that rules adopted under this act cunform as 

~' .,.,.,,;,. Cou~u 

1 

2 

3 

HB 0880/si 

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

state governing the budgeting, appropriation, and 

expenditure of state funds. 

SECOND READING 
-2- /113 .. 8~0 
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BOUSE 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 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. (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 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 in business" and 01 doing 

business•• both mean actively engaging in any transaction for 

tho:- L-''-'o:~ose of financial or pecuniary gain or profit. 

{3) Every corporation, except as hereinafter provided 

~n• <••"""'" coun«' 
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and except as provided in 33-2-705t6t~. 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 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 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 undec 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 effecLive in accordance with Public 

Law 91-156, 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 surpl~s 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 sub~eet~on-t~ttbtt~t-o£ 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 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 amounL 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 

texeep~--s~-to-wet-marf~e-and-eraft~~e~tation-±fts~rene~-eaxed 
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~nd~r-~tl~~e~tto~-t+t-be~owt 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 coupons, 

and similar returns or credits to payment of premiums fa~ 

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 propf"r 

proportionate allocation of premium as to such pr-Qperty, 

subjects, or risks in Montana insured JJndPr policie3 c1r 

contracts covering property, subjects, or risks located or 

resident in more than one state, after deducting from suct1 

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 o[ 

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, "premiumtt 

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) 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%. ~h±s-tex-may-be-eemptteed--±n 

either-o£-the-rorrowiftg-weye~ 

tat--tit-A--domest±e--±ns~rer-may-ehoo~e-t5-eemprtt~-its 

tax-eased-oft-the-pereenta9e-of-its-admitted-assets--±n~eeted 

±n--Montana--seeu~±~±ee-aeeordin9-to-the-following-eehed~le~ 

tAt--~-3T4%-of~net-premium~-±£-the-±n~~~er--hee--9,--~E 

its-adm±teed-ae~et~-iftvested-~n-Monta~a-seeur±t±es~ 

tBt--%-l/4%-o£-ftet-premi~m~-i£-t~e-ins~rer-ha~-at-lea~t 

i5%--o£--±te-a0m±t~ed-assets-inve~ted-±n-Montafte-seetlr±t±e~~ 

tet--%-3f4%-o£-net-prem±ums-i£-the-insurer-h~3-at-!east 

59,-o£-±ts-adm±tted-assets-±nvested-tn--M6ntana--seeurities; 

tBt--%-%14%-o£-net-premiums-i£-the-iftsttrer-has-a~-ieast 

~S%--~£--its-admittecl-asset~-invested-in-M~ntana-3eeu~ities; 

a~d 

tEt--3/4%-o£-net-prem±ums-i£-the-insurer--has--186%--of 

its-odmitted-assets-±nvested-in-Montana-seeur±tieso 

tii}-uAdmitted--o~setsn--are--those--assets--aliowed-in 

33-2-sar~ 
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t±±±t-An-insurer-ehoosing-this--method--o£--eomputatio" 

m~st--item±ze--its-Montana-see~rities-on-a-detailed-schedtile 

attaehed-to-±t~-a~~~a!-tax-r~port. 

fbt--t%t-%f--the--method--provided--for--in--stte~eet±on 

tittat-is-~oe-tts~a,-t~e-~ft~tirer-~ha%%-eompttte-its-tax-at-t~e 

rate-oE-i-3f4%-of-ehe-net-premi~msT 

tiit-An--insnrer--ehoosin9--th±s--method-an~-havin9-not 

Yess-than-59%-o~--ite--paid-in--eapitai--stoek--invested--in 

Montana--seenr±ties-±s-a%lowed-to-dedttet-whatever-eax-±~-may 

have-already-pa±d-to-the-s~ate-of-Montana-and-±ts--poiitieai 

s~bd±visionsr--dnrin9--the--sam~--eaiendar--year-as-to-vh±e~ 

preminm-tax-is-be±ng-pa±d,-£rem--~he--amott~t--otherv±se--d~e 

ttnder-thie-eeetiono 

t3t--Por-the-pttrpo~~-o~-stt~s~etion-t~t~ 

tat--upa±d-in---eap±ta!---stoek 4--as--to--a--mutna~--or 

reeiproeai-±nstl~er-shal~-be-deemed-to-be-an-amonnt-~qttai--to 

%6%-of-the-±nsnrer~s-assets;-and 

tbt-- 8Montana--seettr±tiestt--shai%--be-deemed-t~-±neiude 

oniy-generai-obiigat±ons-of-tke-etaee-o£-Montana-o~--of--±ts 

poiiticai--snbd±v±sionsr--mort9age--±oans-seettred-by-a-£±rst 

i±en-tipon-rea±-estate-±oeated-in-Hontana7-£unds-inve~ted--in 

eer~ificate~--o£--depos~~--in--a--bank--or-bttiiding-and-roen 

es~oeietion--loeH~ed~-in--Montana--and--who~e--deposit~--are 

insured--by--an--ageney--of--the-Bnited-States-er-an-in~~rer 

epproyed-by-the-depertmen~--o£--~ommeree7--and--real--~state 
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ioeated--in--Montana--own~d-~y-the-insnrer,-aT%-±£-otherMi~e 

iaw~~%-±nve~tments-e£-t~e-±nsnrer-~nder-th±s-eodeo 

t4t--tat-en-er-before-Mareh-~-of-eaeh-yea~-eaeh-ins~rer 

eha%%-Eiie-with-the-eommissioner,-en-£orms-as-~reseribed-and 

fnrnished--er--aeeepted--hy--him 7 --a--repert--of--its--4ross 

~nderwrit±nq---pro£it--on--wet--Mar±ne---and--trans~ortation 

insbranee,-a~thori~ed-±n-33-l-i99,--wr±tten--in--this--state 

d~ring--the--ea%endar--year--next-preeedinq-and-shail-at-the 

same-t±me-pay-to-the-eommissioner-a-tax-o£-3f4-of-i%-of-s~eh 

gross-nnderwritin9-profito 

tbt--Sueh---gross---~nderwriting---p~oE±t---sh~ii----be 

ase~r~ained--by-aea~ee±ng-Erom-tfte-nee-premitlms-t±oeoT-gross 

prem±~ms--iess--e%~--~et~rn--premiums---and---premitlme---~or 

re±nsttr~neet-on-e~eh-wet-marine-and-tr~neportat±on-±nsttranee 

eentraets--the-nee-loeees-paid-tioeo,-gross-~ossee-pe±d-~ess 

salvage-and-reeoveries-on--reins~ranee--eededt--d~ring--etteh 

eaiendar--year-ttnder-stteh-eoneraetso-fn-the-ease-of-instlrers 

isett±~g-pareieipating--eontraets,--e~eh--grose--~nderwr±e±ng 

pro£it---shail--noe--ineiHde--£or--eomp~tation--of--the--tax 

preseribed-by-this--sttbeeeeien--t4t--ehe--amottnts--re£ttndedt 

ereditedy--or--paid-ae-partieipation-dividends-er-savings-by 

stteh-ine~rere-to-the-helders-of-sceh-eontraetso 

t3t--Baeh-insttrer-may-dedttet-as-a--eredit--against--the 

premiHm--tax--dtte-ttnder-t"is-seetion-all-real-property-ta~es 

paid-by-the-~nsttrer-on-land-and-bttiidings-ehat--it--owns--in 
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the--state--end--thae-are-used-for-the-aetttal-eondttet-o£--the 

bttsiness-ef-in~~r8fteeo--Reer--property--taxes--eaid--by--t"e 

iftsttrer-on-land-and-bttiidiftq~-in-~he-s~a~e-thet-ere-heid-£or 

~nve~tment--by--t~e--insttrer-may-not-be-dedHeted-a~-a-er~~~ 

ag8in~t-the-premittm-tax-dtleo 

tStf!iiil That portion of the tax paid hereunder by an 

insurer on account of premiums received for fire ins~rance 

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. 

t6tiZ11!1 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~t~ The commissioner may suspend or revoke the 

certificate of authority of any insurer which fails to pay 
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its taxes as required under this section. 

t~t(6) In addition to the penalty provided for in 

subsection ~ (5), the commissioner may impose upon an 

insurer 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. 

t8t(7) 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 liability is 

11 accrued.'' 

12 NEW SECTION. Section 4. Appropriation. There is 

13 appropriated to the commissioner of insurance from the 

14 insurance regulatory trust account in the state special 

15 revenue fund the following sum for each fiscal year of the 

16 biennium ending June 30, 1989, to be used to fund one FTE 

17 administrative assistant to implement the provisions of this 

18 act: 

19 

20 

21 

f'Y 1988 

$18,208 

f'Y 1989 

$17,108 

NEW SECTION. Section 5. Severability. If a part of 

22 this act is invalid, all valid parts that are severable from 

23 the invalid part remain in effect. If a part of this act is 

24 invalid in one or more of its applications, the part remains 

25 in effect in all valid applications that are severable from 
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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. (l) Section 

3t8t 1111 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 

BOUSE BILL 880 

Bouse Taxation Committee 

A statement of intent is required for this bill because 

6 section 3 grants the commissioner of insurance authority to 

7 adopt rules to provide for the peri&die QUARTERLY payment of 

8 portions of the premium tax. 

9 Currently the premium tax is paid by insurers once a 

10 year in March. The legislature recognizes the opportunity to 

11 collect the premium tax on a regular basis throughout the 

12 year and to generate additional income for the state by 

13 having this money available for investment. For this reason, 

14 the legislature grants the commissioner of insurance 

lS authority to adopt rules to establish a schedule for payment 

16 of portions of the premium tax during the year in which the 

17 tax liability is accrued. 

18 

19 

20 

The legislature intends that, in adopting rules, the 

collll1lissioner of insurance establish payment schedules 

similay to the schedules used in other states. The 

21 legislature further intends that rules adopting a peri&die 

22 QUARTERLY schedule for payment of the premium tax not create 

23 an undue burden on insurance companies by requiring 

24 excessively frequent payments. Lastly, it is the intent of 

25 the legislature that rules adopted under this act conform as 

~ ·-"·· CQunc/1 

DB 0880/si 

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

2 state governing the budgeting, appropriation, and 

3 expenditure of state funds. 

THIRD READING 
-2-

~?ad 
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BOUSE BILL NO. 880 

INTROOUCEO BY WINSLOW 

BY REQUEST OF THE STATE AUDITOR 

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FOR A UNIFORM 

PREMIUM TAX' AUTHORIZING TBE COMMISSIONER OF INSURANCE TO 

COLLECT PREMIUM TAX PAYMENTS ON A PBR:ee:e 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 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, 

countryr or the United States~ 

( 2) The terms •engaged in business'' and 11 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 

~no t .. i<IO<I•o COun<N 
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and except as provided in 33-2-705t6t~. engaged in 

business in 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 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 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 unde~ the laws of the state 

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

every savings and loan association organized unde[ 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.s.c. 548).' 
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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 insu(ance transacted in 

this state a-tax at the same rate and computed in the same 

manner as provided in subseeHon-tittbtt!ot-o£ 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 

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 pollcy 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. 

tax. (l) 

Report on premiums and other 

Each authorized insurer and 

consideration 

each formerly 

authorized insurer with respect to premiums so received 

while an authorized insurer in this state shall f·ile with 

the cQDUil_issioner, on or before March l each year, a report 

texeept--es-te-we~-marine-and-~ranspertation-ins~ranee-~axe~ 
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and&r-aubaeet!ooft-t4t-be%ewt 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 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 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, 11 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 taxa 

(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\. ~~is-tax-may-be-eeap~ted--ift 

ei~her-o£-~he-felievinq-waya~ 

tat--tit-A--~oaeetie--insarer-may-eheese-~e-eompute-its 

tax-based-aft-the-pereefttsge-ef-its-adaitted-assets--iftvested 

~n--Montana--see~rities-aeeording-~e-the-fo%%ewinq-sched~ie~ 

tAt--i-3f4t-ar-net-preai~ms-if-t~e-~ns~rer--~as--et--af 

its-adai~ted-assets-invested-ift-Moneana-secari~ies~ 

tBt--i-%74t-ef-ftet-premi~ms-i£-the-in~~rer-has-at-ieast 

iS•--ef--ita-admitteG-assete-invested-in-Menean8-seedrities; 

tet--%-3f4t-af-net-prea~~as-if-t~e-ins~~e~-~as-at-ieaet 

56,-o£-its-adm~tted-assets-inyested-*n--Mentana--sec~rities; 

t~t--i-if4t-af-net-premi~me-if-t~e-insu~er-has-at-ieast 

~5t--e£--its-admttted-asaeta-~n•ested-in-Montana-sec~ritiea; 

and 

tBt--3f4t-af-net-preaiams-if-the-ins~~e~--has--188t--af 

ita-a~itted-asaets-~nYested-in-Mentana-seenritieso 

t~~t-•Admitted--assets•--aPe--_t:h:oae--asaets--aiiewed.-il"' 

33-i-58h 
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tiiit-An-ina~rer-chooain9-t~ia--methed--ef--eemp~tatien 

•~st--itemize--its-Mentana-seearities-eft-a-detaited-aefted.~%e 

attaehed-te-its-ann~at-tax-repePto 

tht--tit-~f--the--method--p~avided--far--~n--e~baeetioft 

t~ttat-is-net-~aed,-the-ins~rer-sha!!-eeap~te-ita-ta~-at-the 

~ate-af-i-3f4t-of-t~e-net-premi~••• 

tiit-An--inaarer--eheosin~--this--method-aftd-ha¥ing-net 

iesa-than-59,-ef--ita--paid-in--ea~tal--stoek--inYested.--in 

Montana--aeearities-is-a!%eved-to-ded~et-whatever-ta•-it-aay 

have-airesdy-paid-ta-the-state-ef-Mantana-and-its--peiitieai 

s~bdiYisiens7--~~rin~--~he--seme--eaiendar--year-as-to-whieh 

premiam-tax-ia-bein9-paidy-frem--the--ameufte--etherwiee--d~e 

~nder-this-seetien• 

t3t--Pa~-t~e-p~rpese-af-sabseet~on-tit~ 

tat--•paid-in---eapital---ateek•--as--te--a--•~~~al--er 

reeipreeai-ins~rer-ahall-be-deemed-te-be-an-amount-eq~a~--~e 

%9t-of-the-ins~Per~s-assets;-and 

tb~--•Montana--seeuritiee•--shall--be-deemed-te-tnel~de 

oniy-9eneral-ebligatiens-of-the-state-eE-Mentana-or--of--its 

pelieieal--snbdiYisiens7--meregage--ioans-see~red-by-a-firat 

lien-upon-real-estate-loeated-in-Montana7 -funds-invested--in 

eertifieates--o£--deposit--in--a--bank--or-bu~idin9-and-loan 

asseeiatien--loeated--in--Mentana--and--vftose--depesits--are 

insured--by--an--a~eney--of--the-enited-States-er-sn-insuper 

appro¥ed-hy-the-department--of--eommeree 7 --and--real--estate 
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%eeated--in--Mantana--ovned-by-the-tnaarer7-ai%-tf-etherwise 

iawfai-inweeeaenee-~f-tbe-insa~er-ander-this-e&deT 

t4t--tat-en-er-befere-Mareb-t-~f-eaeh-yea~-eaeh-insarer 

ahai%-fi%e-with-the-eaaaissioner7-en-Eor•s-as-preseribed-and 

f~rniahed--er--aeeepeed--by--hiaT--a--repert--of--iea--9ress 

anderwritin,---profit--en--wet--marine---and--~rensportatien 

insaraneey-aathoriee~-in-33-i-~897--vritten--in--this--state 

darin9--the--eatendar--year--next-precedin9-and-ahatt-at-the 

•aae-time-pay-te-the-coeaiaaioner-a-tax-of-374-of-i'-~E-sach 

tress-underwriting-prof itT 

fbt--9aeh---9ross---anderwritin9---p~ofit---shaii----be 

aaeertained--by-dedaeting-from-the-net-premiuma-tioeor-9ress 

preaiaas--iess--a!i--return--prem~ams---and---premiams---Eer 

reinsaraneet-en-aaeh-wet-aerine-and-transpertation-insaranee 

eontraets--the-net-leeses-paid-tiTee;-grees-~esses-paid-iess 

aa%vage-aftd-reeevertes-an--reins~ranee--cededt--d~ring--sueh 

calendar--year-~nder-s~eh-eontraetse-ln-the-eaae-oe-ine~rers 

ias~ing-pareicipating--eentraetar--s~ch--grcss--~nderwriting 

preftt---ahall--net--inetade--fer--eomp~tation--of--the--tax 

prescribed-by-tbia--sabaeetien--t4t--the--aae~nts--refanded7 

ereditedT--er--paid-es-partieipation-di•idenda-e~-aa•inga-by 

a~ch-tnsarers-te-the-hoidera-of-aueh-eontraets, 

t3t--Bach-insarer-aay-dedaet-aa-a--eredit--a,ainat--the 

premi~e--tax--d~e-~nder-thia-aection-a%1-rea%-propertx-taxes 

peid-by-the-insurer-on-land-and-baitdings-tbat--it--ewna--tn 

-7- HB 880 

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 

HB 0880/03 

the--seaee--and--tbat-are-~sed-fer-the-aetual-eondaet-ef-the 

h~sinesa-ee-ins~raneee--Rea%--prepertr--eaxes--paid--br--ehe 

inaarer-en-tand-and-baildinga-in-the-state-tbat-are-beld-fer 

investaent--by--the--inaarer-max-net-be-dedacted-as-a-eredit 

againae-ehe-premiam-taM-d~e. 

t5t1!11ll 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. 

t6t~ 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 50-3-10~. 

t1t~ The commissioner may suspend or revoke the 

certificate of authority of any insurer which fails to pay 
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its taxes as required under this section. 

t~t!6) In addition to the penalty provided for in 

subsection t!1 (5), the commissioner may impose upon an 

insurer who falls 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. 

t8t(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 

11 liability is accrued.• 

12 NEW SECTION. Section 4. Appropriation. There is 

13 appropriated to the commissioner of insurance from the 

14 insurance regulatory trust account in the state special 

15 revenue fund the following sum for each fiscal year of the 

16 biennium ending June 30, 1989, to be used to fund one FTE 

17 administrative assistant to implement the provisions of this 

18 act: 

19 

20 

2l 

FY 1988 FY 1989 

$18,208 $17,108 

NEW SECTION. Section 5. Severability. If a part of 

22 this act is invalid, all valid parts that are severable from 

23 the invalid part remain in effect. If a part of this act is 

24 invalid in one or more of its applications, the part remains 

25 in effect in all valid applications that are severable from 
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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. (l) Section 

3t8t 1121 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 fo~ this bill because 

6 section 3 grants the commissioner of insurance authority to 

7 adopt rules to p~ovide for the periodie QUARTERLY payment of 

8 portions of the premium tax. 

9 Currently the premium tax is paid by insurers once a 

10 year in March. The le9islature recognizes the opportunity to 

11 collect the premium tax on a regular basis throughout the 

12 year and to generate additional income for the state by 

13 having this money available for investment. For this reason, 

14 the legislature grants the commissioner of insurance 

15 authority to adopt rules to establish a schedule for payment 

16 of portions of the premium tax during the year in which the 

17 tax liability is accrued. 

18 The legislature intends that, in adopting rules, the 

19 commissioner of insurance establish payment schedules 

20 similar to the schedules used in other states. The 

21 legislature further intends that rules adopting a per~e~~e 

22 QUARTERLY schedule for payment of the premium tax not create 

23 an undue burden on insurance companies by requiring 

24 excessively frequent payments. Lastly, it is the intent of 

25 the legislatuTe that rules adopted under this act conform as 

~~ ........... Council 

1 

2 

3 

HB 0880/si 

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

state governing the 

expenditure of state funds. 

budgeting, 

-2-
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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 PBRf9Bfe 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 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 in business" and "doing 

business" both mean actively engaging in any transaction for 

the purpose of financial or pecuniary gain or profit. 

( 3) EveTy corporation, except as hereinafter provided 

~ .. , .......... COUft<. 
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and except as provided in 33-2-705t6t~. en9a9ed 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 percentag@ 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 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 

eve~y 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 91-156, section 2 (12 U.S.C. 548)." 
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Section 2. Section 33-2-311, MCA, is amended to read: 

"33-2-311. Tax an 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 s~bsee~ien-titt~tt~t-ef 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 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 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: 

"JJ-2-705. 

tax. (1) 

Report on premiums and other 

Each authorized insurer and 

consideration 

each formerly 

authorized insurer with respect to premiums so received 

while an authorized insurer in this state shall file with 

the commissionerr on or before March 1 each year, a report 

texeept--a~-to-wet-marine-·an~-~ran~pertatien-insdranee-taxed 
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Hnfter-sdbseetion-t4t-belowt 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 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 

insurancer 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 deposlt 

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, savin9s, 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) 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\. ~h~s-tax-may-be-eomp~ted--~n 

~ither-of-the-£e%%ow~~~-ways~ 

tftt--tit-A--domest~e--in~drer-may-choose-to-eomp~te-it~ 

tax-based-on-the-percefttage-o£-ite-admitted-assets--in•ested 

±ft--Montana--see~rities-aceordinq-to-the-£oileving-sehed~le~ 

tAt--i-3r4t-o£-net-premi~ms-if-the-in~arer--ha~--et--ef 

its-admitte~-n~~e~~-inve~ted-in-Mentena-.eeettri~ie~~ 

tBt--i-lf4%-of-net-premiHms-i£-~he-in~ttrer-hes-at-ieast 

i5t--of--it~-admitted-a~set~-investe~-in-Monteno-~eettri~ie~; 

t€}--i-3f4t-of-net-premiams-if-the-ins~rer-ha~-at-least 

59t-ef-its-admitted-a~sets-invested-in--Montena--seettrities; 

tBt--l-l/4,-of-net-premittm~-if-tke-insHrer-has-at-least 

~5t--of--its-edmitted-esaets-invested-in-Mentane-seeHritie~; 

8ftd 

tBt--3f4•-of-net-premiHms-if-the-insttrer--has--l88t--of 

its-admitted-~ssets-±nvested-in-Montana-seeHritiesT 

ti±t-UAftmitted--assets4--are--those--a~sets--allowed-±n 

33-~-581. 

-5- BB 880 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

ll 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0880/0l 

tiiit-An-insHrer-eheesin~-tftis--method--o£--eomp~tatien 

mttst--itemize--its-Montana-seettrities-en-a-~etaiied-sehedHle 

attaehed-to-it~-ann~ai-tax-reporto 

tbt--tit-1£--the--method--provided--for--in--sHheeetion 

tittat-is-not-ttsed,-the-insarer-sha~l-eomp~ee-i~~-~ax-a~-~he 

rate-of-i-3f•'-ef-~he-ne~-premiHMSo 

tii}-An--iftsttrer--eftoo~~n~--~his--me~hod-and-havin~-net 

iess-~han-S8t-of--its--paid-in--eapitar--~toek--inyested--in 

Mofttana--seettr~ties-~s-allowed-to-dedttet-whatever-tex-it-may 

have-already-paid-to-the-etate-e•-Mentana-and-its--po~itieal 

ettbdivisioneT--d~rin9--the--same--ealendar--y~nr-as-to-whieh 

pre•i~m-tax-is-Bein~-paidT-frem--the--amottnt--otherwise--dtte 

ander-this-seetion, 

t3t--Por-the-parpose-e£-sttb~eetien-t~t~ 

tat--•paid-in---eapital---steek•--as--te--a--mut~al--er 

reeiproeai-in~ttrer-shali-be-deemed-to-he-an-amoHnt-equal--to 

%8,-ef-the-insHrerLs-assets;-and 

tbt--•Montana--seettrities•--shall--be-deemed-te-inelttde 

oniy-~eneral-obiigat±ons-of-the-state-e£-Montana-or--o£--its 

politiear--sttbdiYisiensT--mert~age--loans-seeared-hy-a-first 

~ien-upon-real-eetate-~eeate~-in-Montana,-funds-invested--in 

eertifieates--of--deposit--in--a--bank--or-baildinq-and-loan 

assoeiation--loeated--in--Montana--and--whose--deposits--are 

in~dred--by--an--aqency--o£--the-~nited-States-or-an-insttrer 

approved-by-the-department--of--eommerce,--and--real--e~tate 
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ieeated--in--Men~ana--owned-hy-th~-insurer7 -a%%-if-o~herw~se 

levfn%-~nYestmen~~-ef-the-i"sHrer-Hftder-this-eode~ 

ttt--t~t-en-or-beler~-Mareh-1-of-eaeh-year-eaeh-insHrer 

e~ar%-file-with-~h~-eommissioner7 -on-Eorms-as-preseribed-and 

furnished--er--aeee~ted--hy--him7 --a--report--of--iea--~ross 

nnderwritinq---proEit--on--wet--marine---and--transportation 

insaranee;-a~thorized-in-33-l-i99 7 --written--in--this--state 

earing--the--earendar--year--next-precedin~-and-shall-at-the 

same-time-pey-to-the-eommissioner-a-tax-of-314-of-l,-o£-saeh 

gross-underwriting-prof ito 

tbt--Saeh---gross---andervritin~---profit---shai±----be 

aseertaine~--by-~edHe~~n~-~~om-the-net-prem~ams-ti~e~T-~re~~ 

premittme--less--e!l--retarn--pr~miams---and---premiame---for 

rei~eara~ee,-on-stteh-wet-marine-and-~raneportation-insttranee 

eontraet~--the-net-losses-paid-ti•e~,-groes-iosses-paid-less 

se~Y&9e-and-reeover±es-on--reinsuranee--eededt--during--saeh 

eaiender--year-under-etteh-eontraets~-ln-~he-ease-o~-inearers 

issaing-pertie±patin9--eontr&etey--saeh--groes--anderwriting 

pro~it---shall--not--inelade--for--eo~patation--of--the--tax 

preseribed-hy-this--sabseetion--t4t--the--amoants--refandedT 

ere~itedT--or--paid-ae-partieipation-diYidende-or-eavin~s-by 

stteh-insarers-to-the-ho+ders-of-saeh-eontraetso 

t3t--Baeh-insarer-may-dedttet-as-a--eredit--againet--the 

premiam~-tax--dae-ander-thie-seetion-ali-real-property-ta~es 

paid-by-the-inearer-on-land-and-bttildings-that--it--owns--in 
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~he--staee--and--~hat-are-ased-for-the-ae~ual-eeftdtte~-o£-the 

businese-e~-±nsurance~--Real--preperty--taxes--pai~--by--~he 

±nsurer-eft-~aftd-end-btt~~d~nge-±n-the-sta~e-tha~-are-he~d-for 

inves~ment--by--the--iftsttr~!~~-not-be-dedueted-as-a-credit 

agains~-~he-premiam-tax-dtte~ 

t5ti!i1ll 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. 

t6t1Z11!1 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. 

tit~ The commissioner may suspend or revoke the 

certificate of authority of any insurer which fails to pay 
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its taxes as required under this section. 

t1t(6) In addition to the penalty provided for in 

subsection ±!1 (5), the commissioner may impose upon an 

insurer who fails to ~ay 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. 

tBi(?) 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 

11 liability is accrued." 

12 NEW SECTION. Section 4. Appropriation. There is 

13 appropriated to the commissioner of insurance from the 

14 insurance regulatory trust account in the state special 

15 revenue fund the following sum for each fiscal year of the 

16 biennium ending June 30, 1989, to be used to fund one FTE 

17 administrative assistant to implement the provisions of this 

18 act: 

19 

20 

21 

FY 1988 --------

$18,208 

FY 1989 

$17,108 

NEW SECTION. Section 5. Severability. If a part of 

22 this act is invalid, all valid parts that are severable from 

23 the invalid par~ remain in effect. ·If a part of this act is 

24 invalid in one or more of its applications, the part remains 

25 in effect in all valid applications that are severable from 
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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 

3t8t lill and this section are effective on passaqe and 

approval. 

(2) The remaining provisions of this act are effective 

October 1, 1987. 

-End-
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