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mium deposits’ for ‘‘or marine or fire insurance com-
panies issuing perpetual policies’ in heading of part II.

PART I—LIFE INSURANCE COMPANIES

Subpart
A. Tax imposed.
B. Life insurance gross income.
C. Life insurance deductions.
D. Accounting, allocation, and foreign provi-
sions.
E. Definitions and special rules.
SUBPART A—TAX IMPOSED
Sec.
801. Tax imposed.

§801. Tax imposed
(a) Tax imposed

A tax is hereby imposed for each taxable year
on the life insurance company taxable income of
every life insurance company. Such tax shall
consist of a tax computed as provided in section
11 as though the life insurance company taxable
income were the taxable income referred to in
section 11.

(b) Life insurance company taxable income

For purposes of this part, the term ‘‘life insur-
ance company taxable income’ means—
(1) life insurance gross income, reduced by
(2) life insurance deductions.

(Added Pub. L. 98-369, div. A, title II, §211(a),
July 18, 1984, 98 Stat. 720; amended Pub. L.
99-514, title X, §1011(b)(3), Oct. 22, 1986, 100 Stat.
2389; Pub. L. 115-97, title I, §§13001(b)(2)(G),
13512(b)(3), 13514(b), Dec. 22, 2017, 131 Stat. 2096,
2143.)

PRIOR PROVISIONS

A prior section 801, added Pub. L. 86-69, §2(a), June 25,
1959, 73 Stat. 112; amended Pub. L. 87-858, §3(a), Oct. 23,
1962, 76 Stat. 1134; Pub. L. 91-172, title I, §121(b)(5)(B),
Dec. 30, 1969, 83 Stat. 541; Pub. L. 93-406, title II,
§2002(g)(11), Sept. 2, 1974, 88 Stat. 970; Pub. L. 94-455,
title XV, §1505(a), title XIX, §§1901(c)(6), 1906(b)(13)(A),
Oct. 4, 1976, 90 Stat. 1738, 1803, 1834; Pub. L. 95-600, title
VII, §703(j)(4), Nov. 6, 1978, 92 Stat. 2941, defined ‘‘life in-
surance company’’ and related terms, prior to the gen-
eral revision of this part by Pub. L. 98-369, §211(a). See
section 816 of this title.

Another prior section 801, acts Aug. 16, 1954, ch. 736,
68A Stat. 255; Mar. 13, 1956, ch. 83, §2, 70 Stat. 36, con-
tained provisions similar to this section, prior to the
the general revision of this part by Pub. L. 86-69, §2(a).

A prior section 802, added Pub. L. 86-69, §2(a), June 25,
1959, 73 Stat. 115; amended Pub. L. 87-858, §3(b)(1), Oct.
23, 1962, 76 Stat. 1136; Pub. L. 88-272, title II, §235(c)(1),
Feb. 26, 1964, 78 Stat. 126; Pub. L. 91-172, title V,
§511(c)(1), Dec. 30, 1969, 83 Stat. 637; Pub. L. 94-455, title
XIX, §1901(a)(95), (b)(33)(E), Oct. 4, 1976, 90 Stat. 1780,
1801; Pub. L. 95-600, title III, §301(b)(8), Nov. 6, 1978, 92
Stat. 2821, contained provisions similar to this section,
prior to the general revision of this part by Pub. L.
98-369, §211(a).

Another prior section 802, acts Aug. 16, 1954, ch. 736,
68A Stat. 255; Mar. 13, 1956, ch. 83, §2, 70 Stat. 38; July
24, 1956, ch. 696, §§1, 2(b), 70 Stat. 633; Mar. 17, 1958, Pub.
L. 85-345, §§1, 2(a), 72 Stat. 36, contained provision simi-
lar to this section, prior to the general revision of this
part by Pub. L. 86-69, §2(a).

AMENDMENTS

2017—Subsec. (a). Pub. L. 11597, §13001(b)(2)(G),
struck out par. (1) designation and heading ‘“‘In gen-
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eral” and struck out par. (2) which related to alter-
native tax in case of capital gains.

Subsec. (a)(2)(C). Pub. L. 115-97, §13512(b)(3), which di-
rected striking out subpar. (C) of par. (2), could not be
executed because of the prior amendment by section
13001(b)(2)(G) of Pub. L. 115-97, which struck out par.
(2). See above.

Subsec. (¢c). Pub. L. 115-97, §13514(b), struck out sub-
sec. (c) which referred to section 815 of this title for
taxation of distributions from pre-1984 policyholders
surplus account.

1986—Subsec. (a)(2)(C). Pub. L. 99-514 substituted ‘‘the
amount allowable as a deduction under paragraph (2)”’
for ‘“‘the amounts allowable as deductions under para-
graphs (2) and (3)” in text and struck from heading
‘‘special life insurance company deduction and’ before
“small”.

EFFECTIVE DATE OF 2017 AMENDMENT

Amendment by section 13001(b)(2)(G) of Pub. L. 115-97
applicable to taxable years beginning after Dec. 31,
2017, see section 13001(c)(1) of Pub. L. 115-97, set out as
a note under section 11 of this title.

Amendment by section 13512(b)(3) of Pub. L. 115-97 ap-
plicable to taxable years beginning after Dec. 31, 2017,
see section 13512(c) of Pub. L. 115-97, set out as a note
under section 453B of this title.

Pub. L. 115-97, title I, §13514(c), Dec. 22, 2017, 131 Stat.
2144, provided that: ‘“The amendments made by this
section [amending this section and repealing section
815 of this title] shall apply to taxable years beginning
after December 31, 2017.”

EFFECTIVE DATE OF 1986 AMENDMENT

Amendment by Pub. L. 99-514 applicable to taxable
years beginning after Dec. 31, 1986, see section 1011(c)(1)
of Pub. L. 99-514, set out as a note under section 453B
of this title.

EFFECTIVE DATE

Pub. L. 98-369, div. A, title II, §215, July 18, 1984, 98
Stat. 758, provided that: ‘“The amendments made by
this subtitle [subtitle A (§§211-219) of title II of div. A
of Pub. L. 98-369, amending this part, enacting section
845 of this title, amending sections 72, 80, 243, 381, 401,
453B, 542, 594, 832, 841, 844, 891, 953, 1016, 1035, 1201, 1232A,
1351, 1503, 1504, 1561, 1563, 4371, 6501, 6511, 6601, and 6611
of this title, and enacting provisions set out as notes
under this section and sections 453B, 806, 807, 809, 814,
816, 845, and 6655 of this title] shall apply to taxable
years beginning after December 31, 1983.”°

PHASED INCLUSION OF REMAINING BALANCE OF
POLICYHOLDERS SURPLUS ACCOUNTS

Pub. L. 115-97, title I, §13514(d), Dec. 22, 2017, 131 Stat.
2144, provided that: ‘‘In the case of any stock life insur-
ance company which has a balance (determined as of
the close of such company’s last taxable year beginning
before January 1, 2018) in an existing policyholders sur-
plus account (as defined in section 815 of the Internal
Revenue Code of 1986, as in effect before its repeal), the
tax imposed by section 801 of such Code for the first 8
taxable years beginning after December 31, 2017, shall
be the amount which would be imposed by such section
for such year on the sum of—

‘(1) life insurance company taxable income for such
yvear (within the meaning of such section 801 but not
less than zero), plus

“(2) ¥ of such balance.”

TREATMENT OF CERTAIN WORKERS' COMPENSATION
FUNDS

Pub. L. 100-647, title VI, §6076, Nov. 10, 1988, 102 Stat.
3706, provided that:

‘“‘(a) TREATMENT FOR TAXABLE YEARS BEGINNING BE-
FORE 1987.—In the case of any taxable year beginning
before January 1, 1987, a deficiency shall not be as-
sessed against (and if assessed, shall not be collected
from) any qualified group self-insurers’ fund to the ex-
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tent such deficiency is attributable to the timing of
policyholder dividend deductions.

“(b) QUALIFIED GROUP SELF-INSURERS’ FUND.—For
purposes of this section, the term ‘qualified group self-
insurers’ fund’ means any group of 2 or more employers
which has been in existence for not less than 2 years,
and who enter into agreements to pool their liabilities
under the State workers’ disability compensation laws
for the purpose of qualifying as a self-insurer under
such laws, if—

‘(1) the group has received a certificate of approval
from, and is subject to regulation by, the State board
or agency that is responsible for administering the
State workers’ disability compensation laws,

‘(2) each employer who is a member of the group,
by written agreement, is jointly and severally bound
to assume and discharge, by payment, any lawful
judgment or award entered by a court of competent
jurisdiction or by the State agency responsible for
administering the State workers’ disability com-
pensation laws against a member of the group,

‘“(3) the group is prohibited by State law or regula-
tion from using the monies collected for a purpose
other than to pay, or to reserve against, claims under
the State workers’ disability compensation laws and
expenses,

‘“(4) the group is prohibited by State law or regula-
tion from taking projected investment income into
account in determining members’ premiums,

‘“(5) the group is required by State law or regula-
tion to submit to the State board or agency that is
responsible for administering the State workers’ dis-
ability compensation laws an audited financial state-
ment,

‘“(6) the group’s investments are limited by State
law or regulation to bonds, notes, or other evidences
of indebtedness issued, assumed or guaranteed by the
United States of America, or by an agency or instru-
mentality thereof, certificates of deposit in a feder-
ally insured bank, shares or savings deposits in a fed-
erally insured savings and loan association or credit
union, and certificates of deposit issued by a commer-
cial bank duly chartered under State law, and other
investments which are approved by the State board
or agency that is responsible for administering the
State workers’ disability compensation laws, and

‘“(7T) the group exclusively covers workers’ com-
pensation liability, is not a commercial insurance
carrier or company licensed by the State board, agen-
cy, or commissioner responsible for regulating and 1li-
censing insurance carriers and companies; and is not
subject to filing under the regulatory statements of
the National Association of Insurance Commis-
sioners.”

TREATMENT OF CERTAIN MARKET DISCOUNT BONDS

Pub. L. 99-514, title X, §1011(d), Oct. 22, 1986, 100 Stat.
2390, as amended by Pub. L. 100-647, title I, §1010(a)(2),
(3), Nov. 10, 1988, 102 Stat. 3450, 3451, provided that:

“(1) IN GENERAL.—Notwithstanding the amendments
made by subtitle B of title III [amending sections 593,
631, 852, 1201, and 1445 of this title and enacting provi-
sions set out as notes under sections 631 and 1201 of this
title], any gain recognized by a qualified life insurance
company on the redemption at maturity of any market
discount bond (as defined in section 1278 of the Internal
Revenue Code of 1986) which was issued before July 19,
1984, and acquired by such company on or before Sep-
tember 25, 1985, shall be subject to tax at the rate of
31.6 percent. The preceding sentence shall apply only if
the tax determined under the preceding sentence is less
than the tax which would otherwise be imposed.

‘(2) QUALIFIED LIFE INSURANCE COMPANY.—For pur-
poses of paragraph (1), the term ‘qualified life insur-
ance company’ means any life insurance company sub-
ject to tax under part I of subchapter L. of chapter 1 of
the Internal Revenue Code of 1986.”

WAIVER OF INTEREST ON CERTAIN UNDERPAYMENTS OF
TAX

Pub. L. 99-514, title XVIII, §1829, Oct. 22, 1986, 100
Stat. 2851, provided that: ‘““No interest shall be payable
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for any period before July 19, 1984, on any under-
payment of a tax imposed by the Internal Revenue
Code of 1954 [now 1986], to the extent such under-
payment was created or increased by any provision of
subtitle A of title II of the Tax Reform Act of 1984 [see
Effective Date note above] (relating to taxation of life
insurance companies).”’

SCOPE OF SECTION 255 OF THE TAX EQUITY AND FISCAL
RESPONSIBILITY ACT OF 1982

Pub. L. 99-514, title XVIII, §1830, Oct. 22, 1986, 100
Stat. 2851, provided that: ‘“In the case of any taxable
year beginning before January 1, 1982, in applying the
provisions of section 255(c)(2) of the Tax Equity and
Fiscal Responsibility Act of 1982 [section 255(c)(2) of
Pub. L. 97-248, 96 Stat. 534, formerly set out as a note
under section 809 of this title], the Internal Revenue
Service shall give full and complete effect to the terms
of any modified coinsurance contract. The terms to be
given effect within the meaning of this provision shall
include, but are not limited to, the effective date and
investment income rate as stated in such contract.”

TREATMENT OF CERTAIN SELF-INSURED WORKERS’
COMPENSATION FUNDS

Pub. L. 99-514, title XVIII, §1879(q), Oct. 22, 1986, 100
Stat. 2911, provided that:

(1) MORATORIUM ON COLLECTION ACTIVITIES.—During
the period beginning on the date of the enactment of
this Act [Oct. 22, 1986] and ending on August 16, 1987,
the Secretary of the Treasury or his delegate—

““(A) shall suspend any pending audit of any self-in-
sured workers’ compensation fund where the audit in-
volves the issue of whether such fund is a mutual in-
surance company,

‘“(B) shall not initiate any audit of any such fund
involving such issue, and

“(C) shall take no steps to collect from such fund
any underpayment, interest, or penalty involving
such issue.

‘“(2) SUSPENSION OF RUNNING OF INTEREST.—No inter-
est shall be payable under chapter 67 of the Internal
Revenue Code of 1986 on any underpayment by a self-in-
sured workers’ compensation fund involving such issue
for the period beginning on August 16, 1986, and ending
on August 16, 1987.

¢(3) ADDITIONAL TIME TO FILE TAX COURT PROCEED-
ING.—If the period during which a petition involving
such issue could have been filed with the Tax Court by
any self-insured workers’ compensation fund had not
expired before August 16, 1986, such period shall not ex-
pire before August 16, 1987.

“(4) SELF-INSURED WORKERS’ COMPENSATION FUND.—
For purposes of this subsection, the term ‘self-insured
workers’ compensation fund’ means any self-insured
workers’ compensation fund established pursuant to
applicable State law regulating self-insured workers’
compensation funds.”’

RESERVES COMPUTED ON NEW BASIS; FRESH START

Pub. L. 98-369, title II, §216, July 18, 1984, 98 Stat. 758,
as amended by Pub. L. 99-514, §2, title XVIII, §1822, Oct.
22, 1986, 100 Stat. 2095, 2844; Pub. L. 100-647, title I,
§1018(i), Nov. 10, 1988, 102 Stat. 3583, provided that:

‘‘(a) RECOMPUTATION OF RESERVES.—

‘(1) IN GENERAL.—As of the beginning of the first
taxable year beginning after December 31, 1983, for
purposes of subchapter L. of the Internal Revenue
Code of 1986 [formerly I1.R.C. 1954] (other than section
816 thereof), the reserve for any contract shall be re-
computed as if the amendments made by this subtitle
[see Effective Date note above] had applied to such
contract when it was issued.

‘(2) PREMIUMS EARNED.—For the first taxable year
beginning after December 31, 1983, in determining
‘premiums earned on insurance contracts during the
taxable year’ as provided in section 832(b)(4) of the In-
ternal Revenue Code of 1986, life insurance reserves
which are included in unearned premiums on out-
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standing business at the end of the preceding taxable
year shall be determined as provided in section 807 of
the Internal Revenue Code of 1986, as amended by this
subtitle, as though section 807 was applicable to such
reserves in such preceding taxable year.

¢“(3) ISSUANCE DATE FOR GROUP CONTRACTS.—For pur-
poses of this subsection, the issuance date of any
group contract shall be determined under [former]
section 807(e)(2) of the Internal Revenue Code of 1986
(as added by this subtitle), except that if such issu-
ance date cannot be determined, the issuance date
shall be determined on the basis prescribed by the
Secretary of the Treasury or his delegate for purposes
of this subsection.

‘“(b) FRESH START.—

‘(1) IN GENERAL.—Except as provided in paragraph
(2), in the case of any insurance company, any change
in the method of accounting (and any change in the
method of computing reserves) between such compa-
ny’s first taxable year beginning after December 31,
1983, and the preceding taxable year which is required
solely by the amendments made by this subtitle [see
Effective Date note above] shall be treated as not
being a change in the method of accounting (or
change in the method of computing reserves) for pur-
poses of the Internal Revenue Code of 1986. The pre-
ceding sentence shall apply for purposes of computing
the earnings and profits of any insurance company
for its 1st taxable year beginning in 1984. The preced-
ing sentence shall be applied by substituting ‘1985’ for
‘1984’ in the case of an insurance company which is a
member of a controlled group (as defined in [former]
section 806(d)(3)), the common parent of which is

‘“(A) a company having its principal place of busi-
ness in Alabama and incorporated in Delaware on
November 29, 1979, or

‘(B) a company having its principal place of busi-
ness in Houston, Texas, and incorporated in Dela-
ware on June 9, 1947.
¢(2) TREATMENT OF ADJUSTMENTS FROM YEARS BE-

FORE 1984.—

““(A) ADJUSTMENTS ATTRIBUTABLE TO DECREASES IN
RESERVES.—No adjustment under [former] section
810(d) of the Internal Revenue Code of 1986 (as in ef-
fect on the day before the date of the enactment of
this Act [July 18, 1984]) attributable to any decrease
in reserves as a result of a change in a taxable year
beginning before 1984 shall be taken into account in
any taxable year beginning after 1983.

“(B) ADJUSTMENTS ATTRIBUTABLE TO INCREASES IN
RESERVES.—

‘(i) IN GENERAL.—Any adjustment under
[former] section 810(d) of the Internal Revenue
Code of 1986 (as so in effect) attributable to an in-
crease in reserves as a result of a change in a tax-
able year beginning before 1984 shall be taken
into account in taxable years beginning after 1983
to the extent that—

“(I) the amount of the adjustments which
would be taken into account under such section
in taxable years beginning after 1983 without re-
gard to this subparagraph, exceeds

“(IT1) the amount of any fresh start adjust-
ment attributable to contracts for which there
was such an increase in reserves as a result of
such change.

‘(ii) FRESH START ADJUSTMENT.—For purposes
of clause (i), the fresh start adjustment with re-
spect to any contract is the excess (if any) of—

“(I) the reserve attributable to such contract
as of the close of the taxpayer’s last taxable
year beginning before January 1, 1984, over

‘“(IT) the reserve for such contract as of the
beginning of the taxpayer’s first taxable year
beginning after 1983 as recomputed under sub-
section (a) of this section.

“(C) RELATED INCOME INCLUSIONS NOT TAKEN INTO
ACCOUNT TO THE EXTENT DEDUCTION DISALLOWED
UNDER SUBPARAGRAPH (b).—No premium shall be in-
cluded in income to the extent such premium is di-
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rectly related to an increase in a reserve for which

a deduction is disallowed by subparagraph (B).

“(3) REINSURANCE TRANSACTIONS, AND RESERVE
STRENGTHENING, AFTER SEPTEMBER 27, 1983.—

‘““(A) IN GENERAL.—Paragraph (1) shall not apply
(and section 807(f) of the Internal Revenue Code of
1986 as amended by this subtitle shall apply)—

‘(i) to any reserve transferred pursuant to—
‘“(I) a reinsurance agreement entered into
after September 27, 1983, and before January 1,
1984, or
‘“(IT) a modification of a reinsurance agree-
ment made after September 27, 1983, and before
January 1, 1984, and
‘‘(ii) to any reserve strengthening reported for

Federal income tax purposes after September 27,

1983, for a taxable year ending before January 1,

1984.

Clause (ii) shall not apply to the computation of re-
serves on any contract issued if such computation
employs the reserve practice used for purposes of
the most recent annual statement filed before Sep-
tember 27, 1983, for the type of contract with re-
spect to which such reserves are set up. For pur-
poses of this subparagraph, if the reinsurer’s tax-
able year is not a calendar year, the first day of the
reinsurer’s first taxable year beginning after De-
cember 31, 1983, shall be substituted for ‘January 1,
1984’ each place it appears.

‘(B) TREATMENT OF RESERVE ATTRIBUTABLE TO
SECTION 818(¢c) ELECTION.—In the case of any reserve
described in subparagraph (A), for purposes of sec-
tion 807(f) of the Internal Revenue Code of 1986, any
change in the treatment of any contract to which
an election under section 818(c) of such Code (as in
effect on the day before the date of the enactment
of this Act) applied shall be treated as a change in
the basis for determining the amount of any re-
serve.

“(C) 10-YEAR SPREAD INAPPLICABLE WHERE NO 10-
YEAR SPREAD UNDER PRIOR LAW.—In the case of any
item to which section 807(f) of such Code applies by
reason of subparagraph (A) or (B), such item shall
be taken into account for the first taxable year be-
ginning after December 31, 1983 (in lieu of over the
10-year period otherwise provided in such section)
unless the item would have been required to be
taken into account over a period of 10 taxable years
under [former] section 810(d) of such Code (as in ef-
fect on the day before the date of the enactment of
this Act).

‘(D) DISALLOWANCE OF SPECIAL LIFE INSURANCE
COMPANY DEDUCTION AND SMALL LIFE INSURANCE COM-
PANY DEDUCTION.—Any amount included in income
under section 807(f) of such Code by reason of sub-
paragraph (A) or (B) (and any income attributable
to expenses transferred in connection with the
transfer of reserves described in subparagraph (A))
shall not be taken into account for purposes of de-
termining the amount of special life insurance com-
pany deduction and the small life insurance com-
pany deduction.

‘“(E) DISALLOWANCE OF DEDUCTIONS UNDER
[FORMER] SECTION 809(d).—No deduction shall be al-
lowed under paragraph (5) or (6) of [former] section
809(d) of such Code (as in effect before the amend-
ments made by this subtitle) with respect to any
amount described in either such paragraph which is
transferred in connection with the transfer of re-
serves described in subparagraph (A).

‘‘(4) ELECTIONS UNDER SECTION 818(C) AFTER SEPTEM-
BER 27, 1983, NOT TO TAKE EFFECT.—

““(A) IN GENERAL.—Except as provided in subpara-
graph (B), any election after September 27, 1983,
under section 818(c) of the Internal Revenue Code of
1986 (as in effect on the day before the date of the
enactment of this Act) shall not take effect.

‘(B) EXCEPTION FOR CERTAIN CONTRACTS ISSUED
UNDER PLAN OF INSURANCE FIRST FILED AFTER MARCH
1, 1982, AND BEFORE SEPTEMBER 28, 1983.—Paragraph (3)
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and subparagraph (A) of this paragraph shall not
apply to any election under such section 818(c) if
more than 95 percent of the reserves computed in
accordance with such election are attributable to
risks under life insurance contracts issued by the
taxpayer under a plan of insurance first filed after

March 1, 1982, and before September 28, 1983.

¢“(C) SECTION 818(c) ELECTIONS MADE BY CERTAIN AC-
QUIRED COMPANIES.—

‘(i) IN GENERAL.—If the case of any corpora-
tion—

‘“(I) which made an election under such sec-
tion 818(c) BEFORE SEPTEMBER 28, 1983, AND

‘“(IT) which was acquired in a qualified stock
purchase (as defined in section 338(c) of the In-
ternal Revenue Code of 1986 [formerly I.R.C.
1954]) before December 31, 1983,

the fact that such corporation is treated as a new

corporation under section 338 of such Code shall not

result in the election described in subclause (I) not
applying to such new corporation.
¢(i1) TIME FOR MAKING SECTION 818(C) OR 338 ELEC-

TION.—In the case of any corporation described in

clause (i), the time for making an election under

section 818(c) of such Code (with respect to the
first taxable year of the corporation beginning in

1983 and ending after September 28, 1983), or mak-

ing an election under section 338 of such Code

with respect to the qualified stock purchase de-
scribed in clause (i)(II), shall not expire before the
close of the 60th day after the date of the enact-

ment of the Tax Reform Act of 1986 [Oct. 22, 1986].

“(iii) STATUTE OF LIMITATIONS.—In the case of
any such election under section 818(c) or 338 of
such Code which would not have been timely
made but for clause (ii), the period for assessing
any deficiency attributable to such election (or
for filing claim for credit or refund of any over-
payment attributable to such election) shall not
expire before the date 2 years after the date of the

enactment of this Act [July 18, 1984].

‘“(5) RECAPTURE OF REINSURANCE AFTER DECEMBER 31,
1983.—If (A) insurance or annuity contracts in force on
December 31, 1983, are subject to a conventional coin-
surance agreement entered into after December 31,
1981, and before January 1, 1984, and (B) such con-
tracts are recaptured by the reinsured in any taxable
year beginning after December 31, 1983, then—

‘(i) if the amount of the reserves with respect to
the recaptured contracts, computed at the date of
recapture, that the reinsurer would have taken into
account under [former] section 810(c) of the Inter-
nal Revenue Code of 1986 (as in effect on the day be-
fore the date of the enactment of this Act) exceeds
the amount of the reserves with respect to the re-
captured contracts, computed at the date of recap-
ture, taken into account by the reinsurer under sec-
tion 807(c) of the Internal Revenue Code of 1986 (as
amended by this subtitle), such excess (but not
greater than the amount of such excess if computed
on January 1, 1984) shall be taken into account by
the reinsurer under the method described in section
807(f)(1)(B)(ii) of the Internal Revenue Code of 1986
(as amended by this subtitle) commencing with the
taxable year of recapture, and

‘(ii) the amount, if any, taken into account by
the reinsurer under clause (i) for purposes of part I
of subchapter L of chapter 1 of the Internal Reve-
nue Code of 1986 shall be taken into account by the
reinsured under the method described in section
807(f)(1)(B)(i) of the Internal Revenue Code of 1986
(as amended by this subtitle) commencing with the
taxable year of recapture.

The excess described in clause (i) shall be reduced by
any portion of such excess to which section 807(f) of
the Internal Revenue Code of 1986 applies by reason of
paragraph (3) of this subsection. For purposes of this
paragraph, the term ‘reinsurer’ refers to the taxpayer
that held reserves with respect to the recaptured con-
tracts as of the end of the taxable year preceding the
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first taxable year beginning after December 31, 1983,
and the term ‘reinsured’ refers to the taxpayer to
which such reserves are ultimately transferred upon
termination.

““(c) ELECTION NOT TO HAVE RESERVES RECOMPUTED.—

‘(1) IN GENERAL.—If a qualified life insurance com-
pany makes an election under this paragraph—

““(A) subsection (a) shall not apply to such com-
pany, and

‘(B) as of the beginning of the first taxable year
beginning after December 31, 1983, and thereafter,
the reserve for any contract issued before the first
day of such taxable year by such company shall be
the statutory reserve for such contract (within the
meaning of [former] section 809(b)(4)(B)(i) of the In-
ternal Revenue Code of 1986).

“(2) ELECTION WITH RESPECT TO CONTRACTS ISSUED
AFTER 1983 AND BEFORE 1989.—

““(A) IN GENERAL.—If—

‘(i) a qualified life insurance company makes
an election under paragraph (1), and

‘“(ii) the tentative LICTI (within the meaning of
[former] section 806(c) of such Code) of such com-
pany for its first taxable year beginning after De-
cember 31, 1983, does not exceed $3,000,000 (deter-
mined with regard to this paragraph),

such company may elect under this paragraph to

have the reserve for any contract issued on or after

the first day of such first taxable year and before

January 1, 1989, be equal to the greater of the statu-

tory reserve for such contract (adjusted as provided

in subparagraph (B)) or the net surrender value of
such contract (as defined in section 807(e)(1) of the

Internal Revenue Code of 1986 [formerly I.R.C.

1954]).

“(B) ADJUSTMENT TO RESERVES.—If this paragraph
applies to any contract, the opening and closing
statutory reserves for such contract shall be ad-
justed as provided under the principles of section
805(c)(1) of such Code (as in effect for taxable years
beginning in 1982 and 1983), except that section
805(c)(1)(B)(ii) of such Code (as so in effect) shall be
applied by substituting—

‘(i) the prevailing State assumed interest rate
(within the meaning of section 807(c)(4) of such
Code), for

‘“(ii) the adjusted reserves rate.

“(3) QUALIFIED LIFE INSURANCE COMPANY.—For pur-
poses of this subsection, the term ‘qualified life in-
surance company’ means any life insurance company
which, as of December 31, 1983, had assets of less than
$100,000,000 (determined in the same manner as under
[former] section 806(b)(3) of such Code).

‘(4) SPECIAL RULES FOR CONTROLLED GROUPS.—For
purposes of applying the dollar limitations of para-
graphs (2) and (3), rules similar to the rules of
[former] section 806(d) of such Code shall apply.

‘“(6) ELECTIONS.—Any election under paragraph (1)
or (2)—

““(A) shall be made at such time and in such man-
ner as the Secretary of the Treasury may prescribe,
and

“(B) once made, shall be irrevocable.”’

TREATMENT OF CERTAIN COMPANIES OPERATING BOTH
AS STOCK AND MUTUAL COMPANY

Pub. L. 98-369, div. A, title II, §217(e), July 18, 1984, 98
Stat. 762, provided that: ‘“If, during the 10-year period
ending on December 31, 1983, a company has, as author-
ized by the law of the State in which the company is
domiciled, been operating as a mutual life insurance
company with shareholders, such company shall be
treated as a stock life insurance company.”’

TREATMENT OF REINSURANCE AGREEMENTS REQUIRED
BY NATIONAL ASSOCIATION OF INSURANCE COMMIS-
SIONERS

Pub. L. 98-369, div. A, title II, §217(g), July 18, 1984, 98
Stat. 763, as amended by Pub. L. 99-514, §2, Oct. 22, 1986,
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100 Stat. 2095, provided that: ‘‘Effective for taxable
years beginning after December 31, 1981, and before
January 1, 1984, subsections (c)(1)(F) and (d)(12) of sec-
tion 809 of the Internal Revenue Code of 1986 [formerly
I.R.C. 1954] (as in effect on the day before the date of
the enactment of this Act [July 18, 1984]) shall not
apply to dividends to policyholders reimbursed to the
taxpayer by a reinsurer in respect of accident and
health policies reinsured under a reinsurance agree-
ment entered into before June 30, 1955, pursuant to the
direction of the National Association of Insurance
Commissioners and approved by the State insurance
commissioner of the taxpayer’s State of domicile. For
purposes of subchapter L of chapter 1 of such Code (as
in effect on the day before the date of the enactment of
this Act) any such dividends shall be treated as divi-
dends of the reinsurer and not the taxpayer.”

REPORTS TO CONGRESS ON REVENUE, SEGMENT
BALANCE, ETC.

Pub. L. 98-369, div. A, title II, §231, July 18, 1984, 98
Stat. 776, as amended by Pub. L. 99-514, §2, Oct. 22, 1986,
100 Stat. 2095, provided that:

‘‘(a) REVENUE REPORTS.—Not later than July 1, 1985,
and July 1 of each calendar year thereafter, the Sec-
retary of the Treasury shall submit to the Committee
on Ways and Means of the House of Representatives
and the Committee on Finance of the Senate a report
on—

‘(1) the aggregate amount of revenue received
under part I of subchapter L of chapter 1 of the Inter-
nal Revenue Code of 1986 [formerly I.R.C. 1954] for the
most recent taxable years for which data are avail-
able,

‘“(2) a comparison between the amount of such reve-
nue and the amount anticipated by reason of changes
made by the Tax Equity and Fiscal Responsibility
Act of 1982 [Pub. L. 97-248] or the Life Insurance Tax
Act of 1984 [probably means title II of div. A of Pub.
L. 98-369], and

¢“(3) the reasons for any difference between such ag-
gregate revenues and anticipated revenues.

“(b) REPORT WITH RESPECT TO SEGMENT BALANCE,
ETC.—

‘(1) IN GENERAL.—The Secretary of the Treasury (in
consultation with the Joint Committee on Taxation,
the Committee on Ways and Means of the House of
Representatives, and the Committee on Finance of
the Senate) shall conduct a full and complete study
of the operation of part I of subchapter L of chapter
1 of the Internal Revenue Code of 1986 during 1984,
1985, and 1986. Such study shall also include an analy-
sis of life insurance products and the taxation there-
of. Such study shall also include an analysis of
whether part I of such subchapter L operates as a dis-
incentive to growing companies.

‘“(2) ITEMS TO BE INCLUDED.—The study conducted
under paragraph (1) shall include—

““(A) an analysis of the portion of the taxes paid
by mutual life insurance companies and stock life
insurance companies, and

‘“(B) any other data considered relevant by either
stock life insurance companies or mutual life insur-
ance companies in determining appropriate seg-
ment balance, such as the respective amounts of
the following items held by each segment of the in-
dustry—

(1) equity,

‘“(ii) life insurance reserves,

‘“(iii) other types of reserves,

‘“(iv) dividends paid to policyholders and share-
holders,

‘‘(v) pension business,

‘‘(vi) total assets, and

‘“(vii) gross receipts.

Such report shall also include an analysis of the ex-

tent to which taxes paid by stockholders of life insur-

ance companies shall be included in analyzing seg-
ment balance.

““(3) REPORTS.—

TITLE 26—INTERNAL REVENUE CODE

§803

““(A) INTERIM REPORTS.—The Secretary of the
Treasury shall submit interim reports on the study
conducted under this subsection to the Committee
on Ways and Means of the House of Representatives
and the Committee on Finance of the Senate not
later than July 1, 1986, 1987, and 1988.

‘“(B) FINAL REPORT.—Not later than January 1,
1989, the Secretary of the Treasury shall submit a
final report on the study conducted under this sub-
section to the Committee on Ways and Means of the
House of Representatives and the Committee on Fi-
nance of the Senate.

‘‘(c) AUTHORITY TO REQUIRE DATA.—The Secretary of
the Treasury shall have authority to require reporting
of such data with respect to life insurance companies
and their products as may be necessary to carry out the
purposes of this section.”

SUBPART B—LIFE INSURANCE GROSS INCOME

Sec.

803. Life insurance gross income.

§ 803. Life insurance gross income
(a) In general

For purposes of this part, the term ‘‘life insur-
ance gross income’ means the sum of the fol-
lowing amounts:

(1) Premiums

(A) The gross amount of premiums and other
consideration on insurance and annuity con-
tracts, less

(B) return premiums, and premiums and
other consideration arising out of indemnity
reinsurance.

(2) Decreases in certain reserves

Each net decrease in reserves which is re-
quired by section 807(a) to be taken into ac-
count under this paragraph.

(8) Other amounts

All amounts not includible under paragraph
(1) or (2) which under this subtitle are includ-
ible in gross income.
(b) Special rules for premiums
(1) Certain items included

For purposes of subsection (a)(1)(A), the
term ‘‘gross amount of premiums and other
consideration’ includes—

(A) advance premiums,

(B) deposits,

(C) fees,

(D) assessments,

(E) consideration in respect of assuming li-
abilities under contracts not issued by the
taxpayer, and

(F) the amount of policyholder dividends
reimbursable to the taxpayer by a reinsurer
in respect of reinsured policies,

on insurance and annuity contracts.
(2) Policyholder dividends excluded from re-
turn premiums
For purposes of subsection (a)(1)(B)—
(A) In general
Except as provided in subparagraph (B),
the term ‘‘return premiums’’ does not in-
clude any policyholder dividends.
(B) Exception for indemnity reinsurance

Subparagraph (A) shall not apply to
amounts of premiums or other consideration
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