Insurance Premium Taxes

Missouri levies two separate taxes on insurance
premiums. The oldest of these is the county foreign
insurance tax, which became effective March 20, 1895.
It is applicable only to insurance companies that are do-
miciled outside of Missouri. It also has the distinction
of being the oldest continuous source of state revenue.
This tax represents the third largest source of General
Fund revenues. The original tax rate of 2 percent has
never been modified.

The second tax is the equivalent counterpart for
insurance companies which are domiciled in Missouri.
It became effective January 1, 1932. The original tax
rate of 2 percent of the value of net premiums received
has also never been changed. The only exception to this
rate is a special provision for Missouri mutual insur-
ance companies, which pay a tax of only 1 percent on
premiums.*

The deduction for health insurance plans became
effective in 1972. This deduction was phased in over a
four-year period with an additional 25 percent of such
premium becoming exempt each year. The deduction
for annuities became effective January 1, 1987.

The retaliatory provisions of this tax generate a

Insurance Premium Tax
by Calendar Year

2006 Rank of portion of gross receipts: 5
2006 Tax Rate: 2%

2004 2005 2006
Gross Receipts
General Fund 167.7 131.4 185.1
Other 0.0 0.0 0.0
Tax Expenditures
Exclusions 107.4 109.1 127.6
Deductions 0.0 0.0 0.0
Credits 79.3 79.2 85.0

Figures in millions of dollars

significant amount of money, $21.2 million for the 2005
tax year. These charges are computed by calculating for
each life or casualty company the difference between
the total fees and premium tax that would be charged if
the company was domiciled in Missouri to what they are
charged in its state of residence.

4 See note at end of Exhibit 19.
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Exhibit 19
Derivation of Insurance Premium Tax Base

Part I: Life Insurance Companies

Total Premiums
less

Dividends on accident and health
. Dividends paid in cash or left on deposit
Deductions Dividends applied to pay renewal premiums
Dividends applied to provide paid-up additions
v Retirement, profit-sharing or pension plans
v Health insurance benefits for employer groups or unions

equals » Exempt annuity considerations
Net Premiums
equals [ Multiplied by tax rate (2%)
Tax Due Before Credits
less [ Missouri income tax

Missouri franchise tax
v Examination fees
v Valuation fees
v Registration fees
v Neighborhood assistance credit
v Personal property tax credit
v Missouri life and health guaranty association credit
v.New or expanded business credit
v -Enterprise zone credit
v Health pool credit
v-Low income housing credit
Credits « Affordable housing credit
v Development & reserve credit
v Export finance credit
v Infrastructure development credit
v Seed capital credit
v Small business investment credit
v Youth opportunities credit
v Brownfield tax benefits credit
v Qualified research credit
v CAPCO investment credit
v Historic preservation credit
v Maternity home credit
~ Domestic violence shelter credit
v Film production credit
v Rebuilding communities credit
v Missouri individual training account program credit
v Transportation development credit
v Dry fire hydrant credit
v Remediation tax credit
v Mature worker child care tax credit
v Rebuilding communities/neighborhood preservation act tax credit
v Bank franchise
v Agricultural product utilization contribution credit
v New generation cooperative incentive credit
v New enterprise creation credit
v Development tax credit
v Residential Treatment Center
v Pregnancy Resource Center
equals | v Family Farm Credit

Net Tax Due

v - Tax expenditure
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Exhibit 19 (continued)
Derivation of Insurance Premium Tax Base

Part Il: Casualty Insurance Companies

Total Premiums
plus
Finance, Service or
Other Carrying Charges

v Workers compensation premium

less v Dividends paid or credited
Deductions v Health insurance benefits
equals E Multiplied by tax rate (2%)
Net Premiums
equals
Tax Due Before Credits _
less Missouri income tax

Missouri franchise tax
v Examination fees
v Registration fees
v Neighborhood assistance credit
v Personal property tax credit
v Missouri property & casualty insurance guaranty association credit
v Missouri life and health guaranty association credit
v Health pool credit
v New or expanded business credit
~ Enterprise zone credit
v“Health pool credit
v Low income housing credit
v Affordable housing credit
; + Development & reserve credit
Credits v Export finance credit
v Infrastructure development credit
v Seed capital credit
v Small business investment credit
v Youth opportunities credit
v Brownfield tax benefits credit
v Qualified research credit
v~ CAPCO investment credit
v Historic preservation credit
v Maternity home credit
~ Domestic violence shelter credit
v Film production credit
v Rebuilding communities credit
v Missouri individual training account program credit
v Transportation development credit
v Dry fire hydrant credit
v~ Remediation tax credit
+ Mature worker child care tax credit
v Rebuilding communities/neighborhood preservation act tax credit
v Bank franchise
v Agricultural product utilization contribution credit
v~ New generation cooperative incentive credit
v New enterprise creation credit
v Development tax credit
v Residential Treatment Center
equals v Pregnancy Resource Center

Family F Credit
Net Tax Due [ ramiy Fam tred

v’ - Tax expenditure
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Exhibit 19 (continued)
Derivation of Insurance Premium Tax Base

Part Ill: Missouri Mutual Companies

Total Premiums
plus

Finance, Service or
Other Carrying Charges
less
Deductions
equals
Net Premiums
equals
Tax Due Before Credits
less

Credits

equals
Net Tax Due

v - Tax expenditure

L

I:Multiplied by marginal tax rate*

Dividends paid or credited
Exempt premiums ($1,000,000)

Missouri income tax
Missouri franchise tax
v Examination fees
v Registration fees
v Neighborhood assistance credit
v Personal property tax credit
v Missouri property and casualty insurance guaranty association credit
v New or expanded business credit
v Enterprise zone credit
v Health pool credit

( v Low income housing credit

v Affordable housing credit

v Development & reserve credit

v Export finance credit

v Infrastructure development credit

v Seed capital credit

v Small business investment credit

v Youth opportunities credit

v Brownfield tax benefits credit

v Qualified research credit

v CAPCO investment credit

v Historic preservation credit

v Maternity home credit

+ Domestic violence shelter credit

v Film production credit

v Rebuilding communities credit

v Missouri individual training account program credit
v Transportation development credit

v Dry fire hydrant credit

v Remediation tax credit

v Mature worker child care credit

v Rebuilding communities/neighborhood preservation act credit
v Bank franchise credit

v Agricultural product utilization contribution credit
v New generation cooperative incentive credit

v New enterprise creation credit

v Development tax credit

v Residential Treatment Center

v Pregnancy Resource Center

v Family Farm Credit

* Net Premium Marginal Tax Rate

0-$1,000,000 0
$1,000,000 - $5,000,000 1%
$5,000,000 and over 2%
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