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Disclaimer

The information provided herein is educational in nature and is based on
authorities that are subject to change
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Definitions

* Premium Tax — Gross receipts tax imposed on insurance companies by all states.
Administered through state departments of revenue or insurance.

* Domestic Company — An insurance company organized under the laws of a
state. Referred to as Home State, State of Domestication, or Domicile State.

* Foreign Company — An insurance company organized under the laws of a state
other than the current state for which you are preparing a return.

 Statutory Financial Statement/Annual Statement — A financial statement which
is filed by all insurance companies and is prepared using the statutory accounting
guide set forth by the NAIC (National Association of Insurance Commissioners).

» Schedule T — Annual Statement page reflecting premiums by state. The starting
point for premium tax calculations.

 State Business Page — A “state specific’ Annual Statement page which contains
further detail regarding premiums and dividends paid.

 Retaliatory Tax — Generally result when the home state imposes a higher tax rate
than the taxing state. Intended to equalize the rates between the higher and lower
state tax rates.
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Situs of Premiums

* Premium tax is imposed on the basis of location of risk
» Governs the state/local jurisdiction to which a premium is allocated
» Life / accident / health:
« Situs is normally where the individual insured is domiciled
« Group insurance can be treated differently
« P&C:
« Situs is normally where the property or risk is located

 Taxing authorities will rely on Annual Statement
* Schedule T
« State Page

« States have been conducting premium tax audits as part of a market conduct
exam and are looking at the allocation of premium

* Nevada, DC, Texas

© 2022 Crowe LLP



Premium Tax Calculation

* Based on gross premiums

* Excise or privilege tax levied “for the privilege of engaging in business in
the state”

» Tax rates range from 0.5% to 5%

* Normally a gross premium tax is imposed in lieu of all other taxes, except
taxes on real property and sales/use taxes

* Direct premiums written or received from risks located in a given state or
municipality, as applicable

* Base may or may not include fees, membership charges, assessments,
reimbursements, finance charges, etc.
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Common Exclusions

* Return Premiums — surrender of policy, cancellation, experience rating
refunds, etc.

* Reinsurance Premiums — most states tax the direct writer thus the
reinsurer would owe the premium tax.

* Annuity and other deposit fund held

* Policyholder Dividends — insurers may be permitted to deduct the
dividends they pay to policyholders from the premium base

* Certain lines of business may be excluded from the tax base in a given
state (ex. Ocean marine, annuities) while other lines may be given
different tax treatment (ex. Fire lines, workers compensation, qualified life)
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Schedule T — P&C Company

SCHEDULE T - EXHIBIT OF PREMIUMS WRITTEN

Allocated by States and Territaries
1 Gross Premiums, Including 4 5 ] T :] 9
Policy and Mambarship Fees, Diract
Less Refurn Premiums and Premiums
Premiums on Policies Mot Dividends Wrinen for
Taken Paid or Direct Finance and Federal
2 3 Cradited to Losses Service Purchasing
Direct Direct Palicyholdars Paid Diract Direct Charges Nat Groups
Activa Pramiums Premiums on Diract (Deducting Losses Losses Included in (Included in
States, Etc. Status Writen Eamed Busingss Salvage) Ingurred Unpiaid Premiums Calumn 2]
1. Alabama .. . ... ...AL L 85,923, 56 | ...85.176.501 | ... . 0| 67,061,012 | .. 56,950,233 | . 132,356, 212 227,560
2. Maska K L. 173,045,133 | 173, 441 830 | D). 12168 238 | ] 13,281,629 | 48,723,751 oot 352
3. Mrizona . o AZ L 60,071,785 62,168 297 0 65,78 167 35,860,376 |...156, 597 870 2,283,102
4, Mrkansas . AR o S 55,701,276 | ... 4,441,146 0 41,745 868 | (27,274,945)] . 153 654,925 99,600
5. California ... .. ....CA B - 1,018,864 347 | 095,507,062 | .. 0| . B05317.500 |. 724,018,005 [1.916,907. 028 16,170,227
6. Colwado ... _.._._._..CO k] 108,636,276 | 112,705,546 | ... ... 0| .7T9.735.702 | 43,788,012 | 206,282 314 . 442 BA2
7. Connecticut ... GT b | 54,902,907 | 64,108,320 0| 34,087 207 | 43 067,845 | 146 488 T54 1,409,740
B. Delaware .. cveven DE Lo 59413, T8t | 60,631 528 | . 0§..49.781.510 58,803,030 | 116,101,110 ...405,209
8. District of Columbia ... DG b ). 39,091,780 | 36,450,390 | ... 0| . 24 B36.468 | 15,501,306 |..._44,010,079 | .. 329,363
10. Florda. ... .. .. ..FL Lo 205,485,574 | 202,842,451 | 0| 213,551,030 | 154 BG4 B71 |_ 410,176,138 | _ 2,650,182
11, Georgla__._._. ... .. .GA Lo 168 672 647 | . 160 618 895 -0 | 103,543,905 | 101,249,091 | 166 356 456 541,068
it R L Lt T R & 1 ¥ | I SR L LT R A T L R ——— L S— L LT L LT R P LY P L R IS, U PR L L T ——— M
54, Pueno Rico ... PR ok Y B32 493 ...520,385 LB AT 20)| . (N5618)] . 82408 | . ]
55. LS. Virgin Islands V| N i} 0 — . B 606 JBBDE | -t a
56. Morthern Mariana
lelands PN 1 P 0 .0 0 0 0 . N E— a
57, Carada. ... CAN| N} . 0. .. .0 IO JN OSSR | [ (RO | B SUPR : ... A
58. Aggregale other alien . OT 00 784,216,209 |.. 787,113,384 0|..481,435876 |..418,529 871 |.. 742 449 695 . R |
50. Totals a) 53 |6,854,963.985 |6,737,498,079 0 14,463,924 970 |4,236.035,500 [11,788,906, 260 0 54,546,808
DETAILS OF WRITE-INS
SBOOT. ARN AAUBA - RN B ¢ & § 387 500 251 655 O ... . 103863 | . 229669 | . 1258068 . ] 0
58002, ARE UNITED ARAB EMIRATES XX 63,078 187 56,903 478 0 15,780,758 16,313,999 | 16,397 814 ] Q
58003, ARG ARGENTINA MK 612 950 610,142 0 B.373 811 8,373,932 ] .0 .a
58998, Summary ol remamning
write-ins for Line 58 from
ovedlow page ... OO 720,136 583 | 720 348 111 0| 457,197 445 | 383 612 271 | 725 925 955 - {1
58099. Totals (Lines SB001 through
58003 plus 58938)(Line 58
above) M 784,216,209 | TAT, 113,384 0| 481,435876 | 418,520, 871 | 742,449 635 0 0

(L) Licensed or Chanered - Licengad Indurance Camer or Domiciled RRG; (R) Reglstared - Non-domiciled RAGS; (Q) Cualilled - Gualified or Accredited Rednsurer; (E) Eligible - Reporting
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State Business Page — P&C Company
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NAIC Group Code

EXHIBIT OF PREMIUMS AN

BUSINESS IN THE STATE OF _ Florida

Gross Premiums, Incluging 3 4
Palicy and Membership Fees,
Less Return Premiums and
Premiums on Policies not Taken Dividends Paid
1 2 or Credited to
Direct Premiums | Direct Premiums Policyholders Dwrecl Unearne
Line of Business Writien Eamed on Direct Business | Pramium Reseny
21 Alied lines : L1 . .8
2.2 MUNDIE PBIT CI0D oo oo oo eaeeeeeee e reeen e ees e e ] .
23 Federafiood . e e ereeecemrssnesssrn ] | -l .
24 Privalecrop. ... .
3. Farmownars muliple peril . .
4 Homaowners multiple peril __ —— ] Lot
5.1 Commercial multiple peril (non-liability portion) - i - -
5.2 Commercial mulliple peril (Rability portion) ... . (12,3441 .
6. Morgagequaranty ... [N (AR | U— | SE— A
LN TS M. 0 . X1, I S 1. v ' S | § O St
8 Inland marina 21 956 361 2710278 i M5 E
£E. FUTCTRIN 21T PRIHS] ooiiii i ins s cmssssemnmssanms emmssemesens e ssmmes s smaes vessmnn sssmsssfp o oo iines 10, £00 801 | OO0V, 190 e U
23 Fdelity . L A OTO RS | 5106045 LD
24, BUIBMY e e eeeneneen e et seee s se s eees s ssnmsseesenns s oo oo o 201885 | ... 16339} LD
26 Buglary and e e e 1,701,508 1 686,700 ... .
27, Boiler and machinery _ 15119 335851 0
28 Cradit, ., DL | .
F0 WA et e e e e e Dl . .
34, Aggregate wiite-ins for other lines of busiNess ..................... SRR | SO 0. -
35, TOTALS (a) 205,485,574 202 842 451 0 65, 185,930
DETAILS OF WRITE-INS
3401
3402,
3408, Summary of remaining wiita-ins for .0
3499, Tolals (Lines 34019 thru 3403 plus 3488)(Line 34 abave) 0 ] 0




Schedule T — Life Company

SCHEDULE T - PREMIUMS AND ANNUITY CONSIDERATIONS

ﬁ[llocatetl by States and Territories

Direct Business Cily
Life Contracts q L] [ T
H k] Aecident and Health
Insurance Premiums, Tokal |
Active | Life Insurance Annuity Including Policy, Mem- Qther Columns Deposit-Typa
Congiderations Mmmduthm Considerations Co
2 Maska... i
3
| 4
| &
| &
LT Conneelicul.. ..o sremrsrresrarsmsrsrrssererersassrssrarsaeraroe T | sestlesssners | reeenrer d 008,057 | ... 180,446,026 | ...
| 51
| 52,
| 5,
| 54,
55.
5.
57.
38,
53, Sublotal S
90.  Reporting entity contributions for employee benefit plans........ | ... X00X.

91, Dividends or refunds applied (o purchase paid-up
additions and annuilies —

92, Dividends or refunds applied to shorten endowment or

premium paying

F'rmm o annuity umﬂd«mwﬂuﬂ under

.. 1781315787 | ...
14, 103,054,207 | 788,

0403, .
0498 Summ. of remai ugmmmmesummmme.
9499._Total Lines 401 iy 9403 plus 946) (Line 94
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State Business Page — Life Company

DIRECT BUSINESS IN THE STATE OF FLORIDA DURING THE YEAR

NAIC Group Code... NAIC Company Code.....
LIFE INSURANCE
= — — - e ) 5 |
Gredit Lite |
{Group and
Ordinary individual) | Group __Industial Total
DIRECT PREMIUMS AND ANNUITY CONSIDERATIONS
1. Lie nsurance.. ..219,451, 547 .354,073 | .. e 1 B02,8%0 | ... 811,139 .-222 286,019
2. Annuity Dﬂ'lsdeva!luns ; 1.016.463,754 | - 135231 206 1,151 ,690,960
3. Deposit-type contract funds. . . 9.300.978 |, 16,942 oD 26,921
4. Other consideratons. ... TV R 0
| 5. Totals (Sum of Lines 1to 4). ..137 151,008 .1_3!.:!.3?!@&]
DIRECT DIVIDENDS TO POLICYHOLDERS
Life insurance:
6.1 Paidin cash or lefl on depost........ 48 _..B4% BES
6.2 Applied topay renewal premiums....., 5 8923 |
6.3 Appled foprovide paid-up addibors or mnrlen'lhe endowment
or premium-paying peniod.... - 195,487 ‘
Bd Oher ... .
65 Totas (Sumof Lines 61106, 4)....
Annuities:
7.1 Paidin cash or left on deposit...._...
7.2 Appled to provide paid-up annuities
7.3 Other... ;
| 74 To1as{9\mnil.nas?1 ol 3:.
1 257.401

Grand Totals (Lines 6.5 +7.4)..

| 243 Collectivaly ranewable polities {bJ
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. Group palicies (b)... .
4.1 Federal Empioyee Haaﬂn Benems Han nramurn i:u_
24.2 Credit {group and indiidual)....

4.4 Madicare Titlke XVl exemgt from slme laies urfees. i
Other Individual Policies:

5.1 Nor-cancelable (b) .

25.2 Guaranteed reneuanle {b)...

253 Non-renswatle lor sigled reasons anhr th]

25 4 Other accideat orly...,

5.5 All other (b).

256 Totals (Sum D1 Llnes 2.') I D Z233)...

38, Totss (Lines 24 «24 1 +242 + 243+ 4 + 5 5)

NPT e

s 11,576,063 |

11,584,887 |

e
ACCIDENT AND HEALTH INSURANCE _ .
T Ehvmends Paid Qr Olrdect ;
Direct Direc! Premiums Credited on Direct Losses Diect Losses
Premiums Eamed Bushess Pasd IncuTed

e 3411655

l‘h] For beai business on indicated bnes regort. Humiber of persons inguredunder Pmmarageq prodects. 0 204 unbar o pessons insured under indemniy anly pucum:u ﬂ

3,310,143 |

o A0T38414




Credits

e Guaranty Fund Credits:

« Participants in the insurance market guarantee the claims of all insured
» Most states allow a credit against the premium taxes for payments to the guaranty funds

* Income Tax Credits:

» Generally the states that impose both income and a premium tax allow an offset of income
taxes paid against premium tax or vice versa.

* Home/Regional Office Credit:

» Salary Credit:

» Several states give a credit based on the amount of salaries paid in that state.
» The credit usually requires a threshold amount of salaries in the state.

« Assessment Credits — Personal and Real Property, Etc.
* Purchased Credits — certificate credits, investment credits (over a period of years)

» Popular Purchased Credits — Education, Employment, LIHC, Historic, CAPCOs, Coal,
Film, etc.
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Municipal Taxes

 States with Municipal Taxes
« Alabama — new business only (except Birmingham)
* Florida — Firefighters and Police Pension funds
» Georgia - 2.50% of premium
« Kentucky - quarterly
* Louisiana
» South Carolina

 States with Municipal Fire Tax
* IL, NJ and NY
* Creditable against the state premium tax

* WC premium may be exempt
* License fees must be paid in FL and GA
* FL municipal fee is based on physical location
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Retaliatory Tax



Retaliatory Taxes

» The purpose of these statutes is to level the tax burden between the insurer’s
state of domicile and the taxing states. The imposition of retaliatory tax deters
states from imposing excessive taxes and fees on foreign insurers.

» Each state assess an out-of-state insurance company a tax that is at least equal
to the total burden a similar domestic insurer would be required to pay in the other
state.

 Every state except Hawaii imposes a retaliatory tax on out-of-state companies.

» Some states have reciprocal non retaliation pacts. There are four different
methods of calculating Retaliatory Tax:

1. Aggregate (most common)
2. ltem-by-item

3. Tax/Fee
4

. Line of business
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Example

Calculation 1

Nebraska Premium Tax

Based on Filing State

Calculation 2

Retaliatory Tax

Based on Domicile State

© 2022 Crowe LLP

MA Insurance Co. Nebraska DWP 51M: Nebraska DWP $1M (@ MA Retaliatory
(MA Domestic — Domestic Rate: Tax:
2.28%)
1,000,000 * 1% = $10,000 1,000,000 * 2.28% = $22.800 $12,800
IL Insurance Co. Nebraska DWP $1M: Nebraska DWP $1M @ IL Retaliatory
(IL Domestic — Domestic Rate: Tax:
0.50%)
1,000,000 * 1% = $10,000 1,000,000 * 0.50% = $5,000 30
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Other Tax Savings Opportunities

* Redomestication considerations — retaliatory tax savings
* Due diligence exposure — penalties and interest

* Investment credits

« States with mandatory Q1 estimate on annual return

» Statute of limitations - some states with longer recovery

periods

* Filing requirements, forms, calculation could differ based on

the type of insurance company
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Technical Updates

« Connecticut — Jobs credit
Colorado — small business tax credit changes & new policy fee

lllinois — auto surcharge
North Carolina — premium tax exemption (captives)

Maryland Court Ruling — Macy's Captive

Travel Insurance tax

State Effective
Oklahoma 2.25% April 20, 2021
Georgia 2.25% May 4, 2021
South Carolina 1.25% May 17, 2021
Maine 2% June 23, 2021
lllinois 0.5% July 30, 2021
Wisconsin 0.5% Dec. 3, 2021
Mississippi 3% July 1, 2022
Tennessee 2.5% July 1, 2022
Utah 2.25% July 1, 2023

Massachusetts Pending
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Questions?
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Crowe

Thank You

* For more information, contact:
» Steve Greene Leah McQueeney Erin Schatzle
«610.304.6582 860.470.2142 860.269.0188

+ Steve.greene@crowe.com leah.mcqueeney@crowe.com erin.Schatzle@crowe.com

“Crowe” is the brand name under which the member firms of Crowe Global operate and provide professional services, and those firms together form the Crowe Global network of independent audit, tax, and consulting firms. Crowe may be used to refer to individual
firms, to several such firms, or to all firms within the Crowe Global network. The Crowe Horwath Global Risk Consulting entities, Crowe Healthcare Risk Consulting LLC, and our affiliate in Grand Cayman are subsidiaries of Crowe LLP. Crowe LLP is an Indiana limited
liability partnership and the U.S member firm of Crowe Global. Services to clients are provided by the individual member firms of Crowe Global, but Crowe Global itself is a Swiss entity that does not provide services to clients. Each member firmis a separate legal
entity responsible only for its own acts and omissions and not those of any other Crowe Global network firm or other party. Visit www.crowe.com/disclosure for more information about Crowe LLP, its subsidiaries, and Crowe Global. The information in this document

is not — and is not intended to be — audit, tax, accounting, advisory, risk, performance, consulting, business, financial, investment, legal, or other professional advice. Some firm services may not be available to attest clients. The information is general in nature, based
on existing authorities, and is subject to change. The information is not a substitute for professional advice or services, and you should consult a qualified professional adviser before taking any action based on the information. Crowe is not responsible for any loss
incurred by any person who relies on the information discussed in this document. Visit www.crowe.com/disclosure for more information about Crowe LLP, its subsidiaries, and Crowe Global. © 2022 Crowe LLP.
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