GENERAL ASSEMBLY OF NORTH CAROLINA
1995 SESSION

CHAPTER 360
HOUSE BILL 994

AN ACT TO IMPLEMENT THE RECOMMENDATIONS OF THE COMMITTEE
ON APPROPRIATIONS BY CHANGING VARIOUS REVENUE STATUTES.

The General Assembly of North Carolina enacts:

REVENUE DEPARTMENT COLLECT SOME PREMIUMS TAX
Section 1. (a) G.S. 105-228.9 reads as rewritten:

"§ 105-228.9. Commissioner of Insurance to administer portions of Article.

Fhis—Notwithstanding any other provision of this Article, the taxes levied in this
Article on self-insurers and the additional tax levied in this Article at the rate of one and
thirty-three hundredths percent (1.33%) on contracts of insurance applicable to fire and
lightning coverage shall be administered solely by the Commissioner of Insurance, who
has the same authority and responsibility in administering those portions of this Article

as the Secretary of Revenue has in admlnlsterlng the other APHeLes—ef—t-ths—Ghaﬁ%eHArH

portlons of thls Artlcle "
(b)  G.S. 105-228.3 reads as rewritten:
"§ 105-228.3. Fo-whom-this-Articleshal-apply—Definitions.
The following definitions apply in this Article:
(1)  Article 65 corporation. — A corporation subject to Article 65 of
Chapter 58 of the General Statutes, regulating hospital, medical, and
dental service corporations.
(2)  Insurer. — An insurer as defined in G.S. 58-1-5 or a group of employers
who have pooled their liabilities pursuant to G.S. 97-93 of the
Workers' Compensation Act.
(3)  Self-insurer. — An employer that carries its own risk pursuant to G.S.
97- 93 of the Workers' Compensatlon Act.




(c)  G.S.105-228.4 is recodified as G.S. 58-6-7.
(d)  G.S. 105-228.5 reads as rewritten:
"8 105-228.5. Taxes measured by gross premiums.

(a) Tax Levied. —E—V%S&Fﬂﬁ@%@@?ﬂ-pﬂﬂ%&ﬂd—%%@@%p@f&ﬁ@ﬂ—&kbj%@t—t@

seetton—A tax is levied in this sectlon on insurers, Art1cle 65 corporauons and self-

insurers. A—persen—whe-An insurer or Article 65 corporation that is subject to the tax
tmpesed-levied by this section is not subject to franchise or income taxes imposed by
Articles 3 and 4, respectively, of this Chapter.

(b)  Tax Base. — The tax imposed by this section on an instranee-company-insurer
shall be measured by gross premiums from busmess done in th1s State durmg the
preceding calendar yea : A
ef—th%@eneml—sféa%afees—vear The tax 1mposed by this section on an Artlcle 65

corporation shall be measured by gross collections from membership dues, exclusive of
receipts from cost plus plans, received by the corporation during the preceding calendar
year. The tax imposed by this section on a self-insurer shall be measured by the gross
premiums that would be charged against the same or most similar industry or business,
taken from the manual insurance rate then in force in this State, applied to the self-
insurer's payroll for the previous calendar year as determined under Article 2 of Chapter
97 of the General Statutes modified by the self-insurer's approved experience modifier.

In determining the amount of gross premiums from business in this State, all gross
premiums received in this State, credited to policies written or procured in this State, or
derived from business written in this State shall be deemed to be for contracts covering
persons, property, or risks resident or located in this State unless one of the following
applies:

(1)  The premiums are properly reported and properly allocated as being
received from business done in some other nation, territory, state, or
states.

(2)  The premiums are from policies written in federal areas for persons in
military service who pay premiums by assignment of service pay.

Gross premiums from business done in this State in the case of life insurance
contracts, including supplemental contracts providing for disability benefits, accidental
death benefits, or other special benefits that are not annuities, shall-mean—means all
premiums collected in the calendar year, other than for contracts of reinsurance, for
policies the premiums on which are paid by or credited to persons, firms, or
corporations resident in this State, or in the case of group policies, for contracts of
insurance covering persons resident within this State. The only deductions allowed shall
be for premiums refunded on policies rescinded for fraud or other breach of contract and
premiums that were paid in advance on life insurance contracts and subsequently
refunded to the insured, premium payer, beneficiary or estate. Gross premiums shall be
deemed to have been collected for the amounts as provided in the policy contracts for
the time in force during the year, whether satisfied by cash payment, notes, loans,
automatic premium loans, applied dividend, or by any other means except waiver of
premiums by companies under a contract for waiver of premium in case of disability.
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Gross premiums from business done in this State for all other contracts of insurance,
including contracts of insurance required to be carried by the Workers' Compensation
Act, shall-mean-means all premiums written during the calendar year, or the equivalent
thereof in the case of self-insurers under the Workers' Compensation Act, for contracts
covering property or risks in this State, other than for contracts of reinsurance, whether
the premiums are designated as premiums, deposits, premium deposits, policy fees,
membership fees, or assessments. Gross premiums shall be deemed to have been written
for the amounts as provided in the policy contracts, new and renewal, becoming
effective during the year irrespective of the time or method of making payment or
settlement for the premiums, and with no deduction for dividends whether returned in
cash or allowed in payment or reduction of premiums or for additional insurance, and
without any other deduction except for return of premiums, deposits, fees, or
assessments for adjustment of policy rates or for cancellation or surrender of policies.

(c)  Exclusions. — Every insurer, in computing the premium tax, shall exclude all
of the following from the gross amount of premiums:

(1)  All premiums received on or after July 1, 1973, from policies or
contracts issued in connection with the funding of a pension, annuity,
or profit-sharing plan qualified or exempt under seetiens-section 401,
403, 404, 408, 457 or 501 of the Code as defined in G.S. 105-228.90.

(2)  Premiums or considerations received from annuities, as defined in G.S.
58-7-15.

(3) Funds or considerations received in connection with funding
agreements, as defined in G.S. 58-7-16.

The gross amount of the excluded premiums, funds, and considerations shall be
exempt from the tax imposed by this section.

(d)  Tax Rates. — The tax rate to be applied to gross premivms—premiums, or the
equivalent thereof in the case of self-insurers, collected on contracts applicable to
liabilities under the Workers' Compensation Act shall be two and five-tenths percent
(2.5%). The tax rate to be applied to gross premiums collected on all other insurance
contracts issued by insurers shall be one and nine-tenths percent (1.9%). An additional
tax shall be applied to amounts collected on contracts of insurance applicable to fire and
lightning coverage, except in the case of marine and automobile policies, at the rate of
one and thirty-three hundredths percent (-33%)—TFwenty—five—(1.33%); twenty-five

percent (25%) of the net proceeds of %h%er%&nd—th&ty%hreﬂmdred%hs—pereeﬂ{

hgh%nmg—eever&g%thls addltlonal tax shall be deposrted in the Rural Volunteer F1re
Department Fund established in Articles 84 through 88 of Chapter 58 of the General
Statutes. The tax rate to be applied to gross premiums and/or gross collections from
membership dues, exclusive of receipts from cost plus plans, received by Article 65
corporations subjeetto-Article-65-of Chapter 58-of the-General Statutes-shall be one-half
of one percent (1/2 of 1%).

(e)  Report and Payment. — Each insurance-company—and-corperation—subjeet-to
Article-65-of Chapter 58—of the-General-Statates—insurer, Article 65 corporation, and

self-insurer doing business in this State shall, within the first 15 days of March, file with
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the Commissioner—-ofInsuranee-Secretary of Revenue a full and accurate report of the
total gross premiums as defined in this seetion-section, the payroll and other information
required by the Secretary in the case of a self-insurer, or the total gross collections from
membership dues exclusive of receipts from cost plus plans collected in this State
durrng the precedlng calendar year %&Gemmaener—ef—lnsmane%&hall—speerﬁyhﬂa«e

m : : : —The report shall be
Verlﬁed by the oath of the eernpany—ofﬁmal or other representanve respons1ble for
transmitting 4 ; St ; ; SRNRECEE

asseerat}en—m—%s—ee&ntﬁ#l“—hert the taxes 1rnposed by this sectlon shall be rem1tted to
the Gen&mrssrener—ef—lnsarane%Secretam with the report %Fh-rs—su—bseet}en—aﬁphes—te

() Installment Payments Required. —Insurance—companies—and—corperations
subjeet—to—Artiele—65—ef Chapter 5S8—of the General—Statutes—Insurers, Article 65

corporations, and self-insurers that are subject to the tax imposed by this section and
have a premium tax liability of ten thousand dollars ($10,000) or more for business
done in North Carolina during the immediately preceding year shall remit three equal
quarterly installments with each installment equal to at least thirty-three and one-third
percent (33 1/3%) of the premium tax liability incurred in the immediately preceding
taxable year. The quarterly installment payments shall be made on or before April 15,
June 15, and October 15 of each taxable year. The company shall remit the balance by
the following March 15 in the same manner provided in this section for annual returns.
The Ceommisstoner—ofInsurance—Secretary of Revenue may permit an insurance

company to pay less than the required estimated payment when the insurer reasonably
believes that the total estimated payments made for the current year will exceed the total
ant1c1pated tax llab1l1ty for the year

installment payment required by this subsection shall bear interest, as a penalty, at the
rate established under G.S. 105-241.1(1). Any overpayment shall bear interest as
provided in G.S. 105-266(b) and, together with the interest, shall be credited to the
company and applied against the taxes imposed upon the company under this Article.
(g) Exemptions. — This section does not apply to farmers' mutual assessment fire
insurance companies or to fraternal orders or societies that do not operate for a profit
and do not issue policies on any person except members."
(e)  G.S.105-228.5A reads as rewritten:

"§ 105-228.5A. Credit against gross premium tax for assessments paid to the
Insurance Guaranty Association and the Life and Health Insurance
Guaranty Association.

(a)  The following definitions apply in this section:
(1)  Assessment. — An assessment as described in G.S. 58-48-35 or an
assessment as described in G.S. 58-62-41.
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(2)  Association. — The North Carolina Insurance Guaranty Association
created under G.S. 58-48-25 or the North Carolina Life and Health
Insurance Guaranty Association created under G.S. 58-62-26.

(4)  Member insurer. — A member insurer as defined in G.S. 58-48-20 or a
member insurer as defined in G.S. 58-62-16.

(b) A member insurer who pays an assessment is allowed as a credit against the
tax imposed under G.S. 105-228.5 an amount equal to twenty percent (20%) of the
amount of the assessment in each of the five taxable years following the year in which
the assessment was paid. In the event a member insurer ceases doing business, all
assessments for which it has not taken a credit under this section may be credited
against its premium tax liability for the year in which it ceases doing business. The
amount of the credit allowed by this section may not exceed the member insurer's
premium tax liability for the taxable year.

(c)  Any sums that are acquired by refund, under either G.S. 58-48-35 or G.S. 58-
62-41, from the Association by member insurers, and that have previously been offset
against premium taxes as provided in subsection (b) of this section, shall be paid by the
member insurers to this State in the manner required by the Cemmisstoner—Secretary of
Revenue. The Association shall notify the Cemmissioner—Secretary that the refunds
have been made."

() G.S. 105-228.8 reads as rewritten:

"8 105-228.8. Retaliatory premium taxes.

(@)  When the laws of any other state impose, or would impose, any premium
taxes, upon North Carolina #surers-companies doing business in the other state that are,
on an aggregate basis, in excess of the premium taxes directly imposed upon similar
isurers—companies by the statutes of this State, the Cemmissioner—ofInsuranece
Secretary of Revenue shall impose the same premium taxes, on an aggregate basis, upon
the msurers—companies chartered in the other state doing business or seeking to do
business in North Carolina. Any istrer-company subject to the retaliatory tax imposed
by this section shall report and pay sueh-the tax with the annual premium tax return
required by G.S. 105-228.5. The retaliatory tax imposed by this section shall be
included in the quarterly prepayment rules for premium taxes.

(b)  For purposes of this section, the following definitions shall be applied:

(1)  'State' includes the District of Columbia and other states, territories,
and possessions of the United States, the provinces of Canada, and
other nations.

(2)  Ymswrers' 'Companies' includes all entities subject to tax under G.S.
105-228.5.

(c)  For purposes of this section, any premium taxes that are, or would be,
imposed upon North Carolina surers-companies by any city, county, or other political
subdivision or agency of another state shall be deemed to be imposed directly by that
state.

(d)  In computing the premium taxes that another state imposes, or would impose,
upon a North Carolina #suarer-company doing business in the state, it shall be assumed
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that North Carolina isurers-companies pay the highest rates of premium tax that are
generally imposed by the other state on similar #surers-companies chartered outside of
the state.

(e)  This section shall not apply to special purpose obligations or assessments
based on premiums imposed in connection with particular kinds of insurance, to the
special purpose regulatory charge imposed under G.S. 58-6-25, or to dedicated special
purpose taxes based on premiums. For purposes of this section, seventy-five percent
(75%) of the one and thirty-three hundredths percent (1.33%) tax on amounts collected
on contracts of insurance applicable to fire and lightning coverage shall not be a special
purpose obligation or assessment or a dedicated special purpose tax within the meaning
of this subsection.

(f) If the laws of another state retaliate against North Carolina iasurers
companies on other than an aggregate basis, the Commisstoner-ofInsurance-Secretary
of Revenue shall retaliate against isurers-companies chartered in saeh-that state on the
same basis."

(g) G.S.105-266(b) reads as rewritten:

"(b) Interest. — An overpayment of tax bears interest at the rate established in G.S.
105-241.1(1) from the date that interest begins to accrue until a refund is paid. A refund
is considered paid on a date determined by the Secretary that is no sooner than five days
after a refund check is mailed.

Interest on an overpayment of a tax, other than a tax levied under Article 4 or Article
8B of this Chapter, accrues from a date 90 days after the date the tax was originally paid
by the taxpayer until the refund is paid. Interest on an overpayment of a tax levied under
Article 4 or Article 8B of this Chapter accrues from a date 45 days after the latest of the
following dates until the refund is paid:

(1)  The date the final return was filed.

(2)  The date the final return was due to be filed.

(3)  The date of the overpayment.
The date of an overpayment of a tax levied under Article 4 or Article 8B of this Chapter
is determined in accordance with section 6611(d), (f), (g), and (h) of the Code."

(h)  G.S.97-100 reads as rewritten:

"§ 97-100. Rates for insurance; carrier to make reports for determination of

solvency; tax upon premium; returned-or-canceled-premiums;reportsof
premivms—coHected;—wrongful or fraudulent representation of carrier
punishable as misdemeanor; netices—to—carrier—employer—who—carries
own risk shall make report on payroll. notices.

(a)  The rates charged by all carriers of insurance, including the parties to any
mutual insurance association writing insurance against the liability for compensation
under this Article, shall be fair, reasonable, and adequate.

(b)  Each sueh-insurance carrier shall report to the Commissioner of Insurance, in
accordance with sueh—reasenable—rules—as—rules adopted by the Commissioner of
Insurance—may—atanytime—preseribe;—Insurance, for the purpose of determining the

solvency of the carrier and the adequacy of its rates; for sweh—this purpose the
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Commissioner of Insurance may inspect the books and records of saeh-any insurance
carrier, and examine its agents, officers, and directors under oath.

(c)  Every insurer under this Article, every employer carrying its own risk under
G.S. 97-93, and every group of employers that has pooled the employers' liabilities
under G.S. 97-93 is subject to the premlums tax leV1ed n Artlcle 8B of Chapter 105 of
the General Statutes.

(2) Any person er—perseons—who—shall-in—this—State—aect-or-assume-who acts or

assumes to act as agent for any saeh-insurance carrier whose authority to do business in
this State has been suspended, while saeh-the suspension remains in force, er—shal
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negleet-orrefuse-who neglects or refuses to comply with any of the provisions of this
seetton—obligatory—upoen—such—persen—orparty—section, or who shal—wilullymake

willfully makes a false or fraudulent statement of the business or condition of any sueh
insurance carrier, er—false-orfraudulentreturn—asheretnprovided,shall-be-deemed-is
guilty of a Class 2 misdemeanor.

(h)  Whenever by this Article, or the terms of any policy contract, any officer is
required to give any notice to an insurance carrier, the same-notice may be given by
delivery, or by mailing by registered letter properly addressed and stamped, to the
principal office or general agent of saeh-the insurance carrier within this State, or to its
home office, or to the secretary, general agent, or chief officer thereef-of the carrier in

the Umted States orto the S%%%Ln&m&ne%@em&s&eﬁer—Commlssmner of Insurance

(1) G.S. 58-6-25(c) reads as rewritten:

"(¢) Returns; When Payable. The charge levied on each insurance company is
payable at the time the insurance company remits its premium tax. If the insurance
company is required to remit installment payments of premiums tax under G.S. 105-
228.5 for a taxable year, it shall also remit installment payments of the charge levied in
this section for that taxable year at the same time and on the same basis as the premium
tax installment payments. Each installment payment shall be equal to at least thirty-
three and one-third percent (33.3%) of the insurance company's regulatory charge
liability incurred in the immediately preceding taxable year.

Every insurance company shall, on or before the date the charge levied in this
section is due, file a return on a form prescribed by the Cemmisstoner—Secretary of
Revenue. The repert-return shall state the company's total North Carolina premiums for
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the taxable year and shall be accompanied by any supporting documentation that the
Cemmissioner-Secretary of Revenue may by rule require."
() This section becomes effective January 1, 1996.

DISCONTINUE INSURANCE AUDIT AND EXAMINATION FEE CHARGES
Sec. 2. (a) G.S. 58-30-22(c¢) is repealed.
(b)  G.S. 58-40-90 reads as rewritten:

"§ 58-40-90. Examination of rating, joint underwriting, and joint reinsurance
organizations.

The Commissioner shall, at least once every three years, make or cause to be made
an examination of each rating organization licensed pursuant to G.S. 58-40-50 and each
advisory organization licensed pursuant to G.S. 58-40-55. He-The Commissioner may,

as often as he—may—deem—it—deemed expedient, make or cause to be made, an
examination of each group, association, or other organization referred to in G.S. 58-40-
60. Sueh-This examination shall relate only to the activities conducted pursuant to this

Art1cle and to the organlzatlons hcensed under th1s Artlcle fl“—h%easenabl%ees{—ef—any

det&ﬂed—aeeeunt—ef—sueh—eest—The ofﬁcers manager, agents and employees of any such
organization may be examined at any time under oath and shall exhibit all books,

records, account, documents or agreements governing its method of operation. In lieu of
any such examination, the Commissioner may accept the report of an examination made
by the insurance advisory official of another state, pursuant to the laws of saeh-that
state."

(c)  G.S.58-2-131(k) reads as rewritten:
"(k)  When making an examination, the Commissioner may retain attorneys,
appraisers, independent actuaries, independent certified public accountants, or other

professionals and specialists as examiners;—the—eost—of—which—shall-be-bornebythe
insurer-that-is-the-subjeet-of the-examination—examiners."
(d)  G.S.58-2-133(c) reads as rewritten:

() Amy—insurer—examined —shall—pay —the—proper —charges—incurred —in—the

HrandbeeleThe refusal of any insurer t

Gmn&nsaener—ef—a—b*ﬂ—fer—&}es%%epenses—examlnatlon is grounds for the revocatlon

suspension, or refusal of a license. The Commissioner may make public any such
revocatlon suspens1on or refusal of llcense and may give reasons for that action. Fhe

(e)  G.S.58-2-195(e) reads as rewritten:
"(e) Whenever the Commissioner deems it to be prudent for the protection of
policyholders in this State, he or any other authorized employee described in G.S. 58-2-
25 shall visit and examine any insurance agency, agent, broker, adjuster, motor vehicle
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damage appralser or producer of reeord—wdﬁeh—shaﬂ—pa{s#ﬂ&%proper—ehafges—mebﬂtred—m

th%drseretron—of—th&@ommrssrener—b%w&wed—record The refusal of any agency,
agent broker adjuster motor vehicle damage apprarser or producer of record to submlt

therefo%by—th%@o&nmss&oneﬁoﬂﬁs—authoﬂzed—empleye%exammanon is grounds for
the revocation or refusal of a hcense %@onamssrener—ma%r&sﬁmt%a—ewﬂ—aeﬁon—to

® G.S. 58-6-5(3) reads as rewritten:
"(3) The Commissioner shall receive for copy of any record or paper in his

office fifty cents (50¢) per copy sheet and ten dollars ($10.00) for
certrfyrng same, Or any fact or data from the records of his efficerfor

@epenses—r-neurred—ofﬁce and for the examlnatlon and approval of
charters of companies, twenty-five dollars ($25 00) Not—wr-thstand—x—ng

(g) G.S.58-7-21(b)(4)b. reads as rewritten:

"b. In the case of a group of incorporated insurers under common
administration which (i) complies with the filing requirements
contained in the previous paragraph, (ii) has continuously transacted
an insurance business outside the United States for at least three years
immediately before making application for accreditation, (ii1) submits
to this State's authority to examine its books and reeerds—and-bears-the
expense—of —the—examination,—records, and (iv) has aggregate
policyholders' surplus of ten billion dollars ($10,000,000,000); the
trust shall be in an amount equal to the group's several liabilities
attributable to business ceded by United States ceding insurers to any
member of the group under reinsurance contracts issued in the name of
the group. In addition, the group shall maintain a joint trusteed surplus
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of which one hundred million dollars ($100,000,000) shall be held
jointly for the benefit of United States ceding insurers of any member
of the group as additional security for any such liabilities, and each
member of the group shall make available to the Commissioner an
annual certification of the member's solvency by the member's
domiciliary regulator and its independent public accountant."

(h)  G.S.58-19-35(c) is repealed.

(1) G.S. 58-24-135 reads as rewritten:

"8 58-24-135. Examination of societies; no adverse publications.

@  The Commissioner, or any person he or she may appoint, may examine any
domestic, foreign or alien society transacting or applying for admission to transact
business in this State in the same manner as authorized for examination of domestic,
foreign or alien insurers. Requirements of notice and an opportunity to respond before
findings are made public as provided in the laws regulating insurers shall also be
applicable to the examination of s001etles

() G S. 58 48 60(b) reads as rewrltten

"(b) To aid in the detection and prevention of insurer insolvencies, the board of
directors may, upon majority vote, request that the Commissioner order an examination
of any member insurer which the board in good faith believes may be in a financial
condition hazardous to the policyholders or the public. Within 30 days of the receipt of
such request, the Commissioner shall begin such examination. The examination may be
conducted as an NAIC examination or may be conducted by such persons as the
Commissioner designates. Fhe—eost—of—such—examination—shall-be—paid—by—the
Asseetation—and-the-The examination report shall be treated as are other examination
reports. In no event shall such examination report be released to the board of directors
prior to its release to the public, but this shall not preclude the Commissioner from
complying with subsection (c) below. The Commissioner shall notify the board of
directors when the examination is completed. The request for an examination shall be
kept on file by the Commissioner but it shall not be open to public inspection prior to
the release of the examination report to the public."”

(k)  G.S. 58-62-56(e) reads as rewritten:

"(e) The Board may, upon majority vote, request that the Commissioner order an
examination of any member insurer that the Board in good faith believes may be
delinquent. Within 30 days of the receipt of the request, the Commissioner shall begin
the examination. The examination may be conducted as an NAIC examination or may
be conducted by persons the Commissioner designates. Fhe-eost-of-the-examination
shall-be-paid-by-the-Assectation;-and-the-The examination report shall be treated as are
other examination reports. In no event shall the examination report be released to the
Board before its release to the public; but this does not preclude the Commissioner from
complying with subsection (a) of this section. The Commissioner shall notify the Board
when the examination is completed. The request for an examination shall be kept on
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file by the Commissioner, but shall not be open to public inspection before the release
of the examination report to the public."

Q) G.S. 58-65-105 reads as rewritten:
"8 58-65-105. Visitations and examinations.

The Commissioner of Insurance or any deputy or examiner or other person whom he
may appoint shall have the power of visitations and examination into the affairs of any
such corporation and free access to all the books, papers and documents that relate to
the business of the corporation, and may summon and qualify witnesses under oath to
examine its officers, agents, or employees or other persons in relation to the affairs,

transactions and conditions of the eerperaﬁea—th&aet&&l—aepe&s&eﬁwhreh—sh&ﬂ—b&p&é

by-the-assoectation-so-examined—corporation."
(m) G.S. 58-67-100(c) is repealed.

(n)  This section becomes effective July 1, 1995.

INSURANCE REGULATORY CHARGE ADMINISTRATIVE CHANGE
Sec. 3. (a) G.S. 58-6-25 reads as rewritten:
"8 58-6-25. Insurance regulatory charge.
(@)  Charge Levied. — There is levied on each insurance company an annual

charge to defray the cost %e—th%Dep&rtmeH{—of regulatrng the 1nsurance mel&srﬁﬂyhand

ndustg As used n thls seetlon the term insurance company' means a company that
pays the gross premiums tax levied in G.S. 105-228.5 and G.S. 105-228.8, except that
the term does not include a hospital, medical, or dental service corporation regulated
under Articles 65 and 66 of this Chapter. The term 'insurance company' does not include
a company regulated under Article 67 of this Chapter. The charge levied in this section
1s in addition to all other fees and taxes. The charge shall be at a percentage rate of the
company's premium tax liability for the taxable year. In determining an insurance
company's premium tax liability for a taxable year, additional taxes imposed by G.S.
105-228.8 shall be disregarded.

(b)  Rates. — The rate of the charge for the 1991 taxable year shall be six and five-
tenths percent (6.5%). For subsequent taxable years, the rate shall be the percentage rate
established by the General Assembly. When the Department prepares its budget request
for each upcoming fiscal year, the Department shall propose a percentage rate of the
charge levied in this section. The Governor shall submit that proposed rate to the
General Assembly each fiscal year. The General Assembly shall set by law the
percentage rate of the charge levied in this section. The percentage rate may not exceed
the rate necessary to generate funds sufficient to defray the estimated cost of the
operations of the Department for each upcoming fiscal year, including a reasonable
margin for a reserve fund. The amount of the reserve may not exceed one-third of the
estimated cost of operating the Department for each upcoming fiscal year. In calculating
the amount of the reserve, the General Assembly shall consider all relevant factors that
may affect the cost of operating the Department or a possible unanticipated increase or
decrease in North Carolina premiums or other charge revenue.
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(c)  Returns; When Payable. — The charge levied on each insurance company is
payable at the time the insurance company remits its premium tax. If the insurance
company is required to remit installment payments of premiums tax under G.S. 105-
228.5 for a taxable year, it shall also remit installment payments of the charge levied in
this section for that taxable year at the same time and on the same basis as the premium
tax installment payments. Each installment payment shall be equal to at least thirty-
three and one-third percent (33.3%) of the insurance company's regulatory charge
liability incurred in the immediately preceding taxable year.

Every insurance company shall, on or before the date the charge levied in this
section is due, file a return on a form prescribed by the Commissioner. The report shall
state the company's total North Carolina premiums for the taxable year and shall be
accompanied by any supporting documentation that the Commissioner may by rule
require.

(d)  Use of Proceeds. — The DPepartment-of-Insurance Regulatory Fund is created
in the State treasury—treasury, under the control of the Office of State Budget and
Management. The proceeds of the charge levied in this section and all fees collected
under Articles 69 through 71 of this Chapter and under Articles 9 and 9C of Chapter
143 of the General Statutes shall be credited to the Fund. The Fund shall be placed in an
interest-bearing account and any interest or other income derived from the Fund shall be
credited to the Fund. Moneys in the Fund may be spent only pursuant to appropriation
by the General Assembly and in accordance with the line item budget enacted by the
General Assembly. The Fund is subject to the provisions of the Executive Budget Act,
except that no unexpended surplus of the Fund shall revert to the General Fund. All
money credited to the Fund shall be used enly-te-pay-to reimburse the General Fund for
money appropriated to State agencies to pay the expenses of-the-Commissioner-and-the

Department-that-are—incurred in regulating the insurance mdustry-and-other-industriesin

industry."
(b)  This section becomes effective July 1, 1995.

CHILD SUPPORT FOR CHILDREN
Sec. 4. (a) G.S. 105A-13 reads as rewritten:
"§ 105A-13. Disposition of proceeds collected; collection assistance fees.

(@)  Upon effecting final setoffs, the Department shall periodically write checks to
the respective claimant agencies for the net proceeds collected on their behalf.

(b)  Each year the Department shall ealealrat%determme its aetual cost of
collection as— ntage mmediate e eq :
Sete#Debt—GeHeet}eHet—aﬁd—under the Setoff Debt Collect1on Act for the
immediately preceding year and shall calculate the percentage that cost represents of the
preceding year's collections, excluding collections of child support arrearages under
G.S. 105A-2(1)d. The Department shall retain that percentage from the gross proceeds
collected by the Department through setoff for the current fiseal-year—year, other than
the gross proceeds collected of child support arrearages under G.S. 105A-2(1)d."

(b)  This section becomes effective January 1, 1996.
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CONFORMING CHANGE

Sec. 4.1. Section 28.2(c) of Chapter 324 of the 1995 Session Laws (House
Bill 229) is repealed.

Sec. 5. This act becomes effective as provided therein.

In the General Assembly read three times and ratified this the 30th day of
June, 1995.

Dennis A. Wicker
President of the Senate

Harold J. Brubaker
Speaker of the House of Representatives
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