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SUBJECT/TITLE
An Act relating to health insurance

SPONSOR
Rep. Sheldon Baugh

MANDATE SUMMARY

Unit of Government:
X
City;
X
County;
X
Urban County Government

Program/

Office(s) Impacted:
 local government

Requirement:
X
Mandatory

Optional

Effect on

Powers & Duties
X
Modifies Existing

Adds New

Eliminates Existing

PURPOSE/MECHANICS

HB 660 prohibits local governments from imposing a license fee or tax on health insurance policies issued to small groups as defined in KRS 304.17A-005.

FISCAL EXPLANATION/BILL PROVISIONS
ESTIMATED COST

The fiscal impact of HB 660 on local governments is indeterminable..  KRS 304.17A-005 defines a small group as a small employer with 2-50 employees, or an affiliated group or association with 2-50 eligible members.  It is not possible to determine how many affiliated groups or associations meeting this definition are in Kentucky.  However, according to the US Census Bureau County Business Patterns, in 1999 Kentucky had 89,946 businesses with 1-50 employees.  This represents approximately 94% of the total number of businesses and 42% of the total employees in Kentucky in 1999.  (While an employer who had only one employee would not be included in the KRS 304.17A-005 definition, it is not possible to exclude these employers from the available numbers.  Since the Census Bureau number does not include any self-employed person, the number of businesses with only one employee may not make up a significant portion of the total number of businesses.)

According to the Department of Insurance, in 2001 there were 343 cities and 27 counties that imposed an insurance premium tax.  Of these, 39 % of the cities and 82% of the counties have local ordinances that already exempt health insurance premiums from their license tax.  In addition, individual health insurance policies, policies issued through Kentucky Access, health benefit plans such as HMOs, PPOs and POSs, and policies issued by domestic group life insurance companies are exempt by statute from the local health insurance license tax.  The remaining health insurance policies currently taxed are those issued by domestic and foreign health insurance companies.  Kentucky currently has only one domestic health insurance company; all other domestic health insurers are health benefit plan insurers (HMOs, PPOs and POSs).  HB 660 would exempt from the  local health insurance license tax health insurance policies issued to small groups by the one domestic health insurance company and any foreign health insurance company.  

The Kentucky Department of Insurance estimates that those municipalities who impose a health insurance premium tax received roughly $8 million in health insurance tax revenue in 2000 from health insurance policies sold to all employers, both large and small.  HB 660 would only affect revenues generated by sales to small group employers, but the Kentucky Department of Insurance is unable to identify the amounts of license tax revenue attributable to health insurance policies sold to small group employers.
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