INSURANCE: Income on contracts of 0ld Reliable Atlas Life

TAXATION: Society, a stipulated premium plan company,

; © ggsumed under reinsurance contract by 0ld
American Insurance Company, but not reilssued,
is not subgect to premium tax provided in .

i e Section 148.370 RSMo 1949 (Cumulative Supple-
© g e oam ) ment, 1953.) ‘
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Honorable €. Lawrence Leggett
fSuperintendent of the Division of Insurance
Department of Business and Adwministration
Jefferson Bullding

Jefferson City, Mlssouri

Dear ir. gaggeﬁtz

This opinion is rendered in reply to your request read-
ing as follows?Y : ‘

"The 014 American Insgurance Cowpany,
a regular life inpurance company of
Missourl, reinsured effective Hovem~
ber 1, 195k, all of the business of
the 0ld FRellable Atlas Life Socledby
of Springlleld, Hissourl, a sbtipu-
lated premlum plan life Insurance
SOMPANTY ¢

"The contract of reinsurance is en=-
closed herewith for your infommation,
togather with a copy of the Assump-
tion  Certificate issued by the Old
American Insurence Company.

"I respectfully request your official
opinion as %o the liablllity of the
0ld American Insurance Company for

the payment of premium taxes under
Section 148,320, Revised Statutes of
‘Missourl 1949, on the money recelved
by i1t on aceount of the business of
the 01d Relisble Atlas Life Soclety
assumed under sald Contract of Re-
insurance and Assumption Certifiecate.”



Honorasble O, Lawrence Leggett

Supplementing your origlnal reguest, guoted above, you
informed this office that "Section 148.320" shown in the
third paragraph of such request should read Section 148,370
RSHo 1949.

The contract of reinsurance between 0ld Americen In-
surance Company and 0ld Rellable Atlas Life Society dis-
closes that the latter company was organized in Missouri
and operated as a stipulated premium plan company under
the provisions of Sections 377,200 to 377.460 BSiio 1949,
at the time the contract of reinsurance was entered into,

As recently as August 30, 195, this office ruled that
stipulated premiunm plan companies organized in Mlssouri
under the provisions of Sectlons 377,200 to 377.460 RsMo
1949 are not subject to the premium tax provided for in
Section 148,370 RSMo 1949, The question to be resolved in
this oplnion is whether the contract of reinsurance, coupled
with the assumption certiflcates lissued, cause the income

on such eontracts assumed by the 0ld American Insurance
Company, a regular life company, to be subject to the premium
tax statute, Section 148,370 RS8Mo 1949 (Cunmulative Supple=
ment, 1953) which statute provides:

"Every insurance company or assoclation
organized undeyr the laws of the state of
Miggouri and doing business under the
provisions of sections 376.010 to 376.670,
379,205 %o 379.310 and chapter 381, RSMo,
and every mubual fire insurance company
organized under the provisions of sec~
tions 379.010 to 379.190 HSHo, shall, as
hereinalter provided, annually pay, bew
ginning with the year 1945, a tax upon

the direct premiums received by it from
policyholders in thils state, whether in
cagh or in noteg, or on aceount of busi-~
negg done in bthis state, for insurance

of life, property or interest in this
state, at the rate of two per cent per
annumn, which amount of taxes shall be
asgessed and collected as hereinafter
provided; provided, that fire and casusalty
Ingsurance companles or asgoclations shall
be credited with canceled or retwmned
premiums actually paid during the year

in this state, and that 1life insurance
~companies shall be credited with dividends
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actually declared to policyholders in
this state but held by the company and
applied %o the-reductionroffPremiums '
payable by the polieyholder," '

Aptiele VIII of the conbract of reinsurance states in
plain lenguage what 01d American Insurance Company proposes
o do in relatlion to the reinsured risks, and we quote such
article as follows:

torD AMERICAN shall grant an assumption
of risk rider on each reinsured risk,
Sueh rider shall be delivered to the
polieyholder or maliled, poatage prepaid,
o his address as shown on the SOCIETY!S
records, and shall, smong other things,
recite that the premium rate on his or
her contract of insurance has not and
will not be increased over the premium
rate therefor in force as of the risk
assumpbion time,"

The assumpbion certiflicate is gsued by the 01d American Company
to each polieyholder reinsured containg the essential provie
sions found in Article VIII of the contract of reinsurance
quoted above,

Under the provisions of Section 377.260 RSMo 1949, an
snsurance company organized on the stipulated premium plan
ig required to sebt aslde an emergency fund to guarantee
policy obligations, and subparagraph 2 of such statute
provides: '

"2, If by any reason of eXcessive mortallty,
or other cause, the emergency fund as thus
constituted shall become exhausted, then

the superintendent of insurance ghall re-
quire the officers of such corporation,
company or assoclation to notify all policy-
holders on or before the first of the next
succeeding month to pay, within thirty days
from the mailing of such notice, an extra
premium, sufficlent to meet the amount of
the maximum policy lssued apportioned
equitably." '

Seection 148.370 @SMo 1949 (Cumulative Supplement, 1953) is
iisgourits premium tax statute directed to domestlc lnsurance
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companies, Such statube has 1lts counterpart in Section
148,340 RSMo 1949, a statute lmposing a pramium tax on
foreign insurance companies doing business in Missouri,
No apprecieble difference: exists between the two statutes
as they are both directed to "direct premiums received"
the companies, Insofar as the latter statute, Section
lEB 340 RSMO 1949, is to be applied to "premiums received"
by a foreign insurance  company doing business In Missouri,
as distinguished from "assessments,” the Supreme Court of
Missouri in the case of Bankers' Life Co. v, Chorn, 186
8, W, 681, 1,c, 68, spoke as follows:

"# % Having in mind this intrinsic
distinction betwsen the purpose and
object of the section under review
(R, 8. 1909, Seecy 7099) this court,
“in banc, ln the deeision referred to,
decided that the Leglslature, in imw
posing this duty ¢f 2 per cent, upon
the fpremiums! recelved by forelign
insuranee compenles, merely exercised
its power 'to impose a license or
oecupation tax on insurance companies!;
and hernce the enactment for that pure-
pose became properly part and parcel
of the special code provided by our
law for regulatlng the business' of
forelgn and domestic insurance, and
that the terms of the act disclosed,
hoavever, thatl rt was only applicabls
to companies insuring for ixed or
Tevel premiums, and not to those
doing buginess on the assessment
plan, # #* »x" (Underscoring supplied.)

In construing. Section 148.340 RSHMo 1949, the Supreme Court
of Missouri in Young v. Life Insurance Company, 277 lo,
69, l.c. 699, spoke as follows:

"No such tax was demandable, under
the stabtutes and decislons of this
State, by any company dOLng business
on the asssssment plan,”

We adopt the rulings of the Supreme Court In the two cases
cited above, and hold that such rulings are to be applied
to Seetion 148.370 RSMo 1949 (Cumulative Supplement, 1953)
because of the simmlarity of  the two taxing statutes, in
being addressed to ‘dlrect premiums received,'

c-)_l, -’
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The only question remaining 1s whether the provision
for additional assessments on policyholders in a stipulated
premium plan company, as set forth in subparagraph 2 of
Bection 377.260 ESMo 1909, heretofore quoted, will cause
contracts of such a company to be on the "assessment plan"
and not to be within the premium tex statute., In lMoran
v, Franklin Life Insurance Company, 160 Mo, App, 407,

l,e, 421, we find the following statement:

"It is sufficient for the purposes of
this sult that we may deduce from

such decislions the conclusion that

even though a poliey contalns provie
sion for fixed and defined sums to be
paid at certain intervals, still if

such payments do not form the only
resource for the payment of the

benefit and are not necessarily suffi-
cient for that purpose, but by the

terms of the contract shall be supple-
mented, if necessary, by an assessment
which shall be levied by some deslignated
person or body, and be directed against
and binding upon persons holding slmi-
lar contracts, then such policy meets
the requirement of the statute under
consideration, # % % It is not necessary
for us to decide that a policy may not
be an asgessment contract unless 1t
meets every requirement above mentioned;
but we do hold that if it does meet all
such requirements it is certainly an
assessment contract .,

CONCLUSION

It is the opinion of this of fice that the premium tax
to be levied on demestic insurance companhies under Section
148,370 RSio 1949 (Cumulative Supplement, 1953), is not
to be directed to the income on contracts of 0ld Reliable
Atlas Life Soclety, a stlpulated premium plan company,
which have been assumed and taken over, but not reissued,
by 0ld American Insurance Company, & regular 1life company,
pursuant to a contract of reinsurance entersed into under
authority contained in Section 376.520 RSMo 1949,
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The foregoing opinion, which I hereby approve, was
prepared by my assistant, Julian L, O'Malley.

Yours very truly,

John M, Dalton
Attorney General

JEO'Mevliw



