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AN ACT relating to local government insurance premium taxes.

WHEREAS, Section 181 of the Constitution of Kentucky prohibits the General Assembly from imposing license fees or taxes for the purpose of any local government, but permits the General Assembly by general laws to confer on the proper authorities of any local government the power to assess and collect license fees or taxes; and

WHEREAS, authority to assess and collect license fees or taxes on insurance companies has been conferred on local governments under KRS 91A.080; and

WHEREAS, license fees and taxes are currently levied by city, county, consolidated local, and urban-county governments upon premiums collected by insurance companies; and

WHEREAS, license fees and taxes are customarily payable in four quarterly installments with a fifth and final balancing payment after the close of the calendar year; and

WHEREAS, the filing and processing of such an enormous number of returns, both quarterly and annually, constitutes an unreasonable administrative burden to the insurance companies and to the local governments imposing license fees and taxes; and

WHEREAS, the General Assembly finds that the administrative burden will be eliminated to the benefit of all parties involved by providing for the remittance of city, county, charter county, urban-county, and consolidated local government taxes to the Kentucky Department of Insurance in single consolidated payments, and by the allocation and disbursement of these taxes by the Kentucky Department of Insurance in single consolidated payments to the respective local governments;

NOW, THEREFORE,

Be it enacted by the General Assembly of the Commonwealth of Kentucky:

Section 1.   KRS 91A.080 is amended to read as follows:

(1)
The legislative body of each local[city, county, or urban-county] government which elects to impose and collect license fees or taxes upon insurance companies for the privilege of engaging in the business of insurance may enact or change its license fee or rate of tax to be effective July 1 of each year on a prospective basis only and shall file with the commissioner of insurance at least one hundred (100) days prior to the effective date, a copy of all ordinances and amendments which impose any[ such] license fee or tax. No less than eighty-five (85) days prior to the effective date, the commissioner of insurance shall promptly notify each insurance company engaged in the business of insurance in the Commonwealth of those local[city, county, or urban-county] governments which have elected to impose the license fees or taxes and the current amount of the license fee or rate of tax.

(2)
Any license fee or tax imposed by a local[city, county, or urban-county] government upon an insurance company with respect to life insurance policies, may be based upon[ the first year's] premiums[,] and, if so based, shall be applied only to[ the amount of the] premiums for the first twelve (12) months of coverage actually collected[ within each calendar quarter] upon the lives of persons residing within the corporate limits of the local[city, county, or urban-county] government.

(3)
Any license fee or tax imposed by a local[city, county, or urban-county] government upon any insurance company with respect to any policy which is not a life insurance policy shall be based upon the premiums actually collected by the company within each calendar quarter on risks located within the corporate limits of the local[city, county, or urban-county] government on those classes of business which the company is authorized to transact, less all premiums returned to policyholders. In determining the amount of license fee or tax to be collected and to be paid to the local[city, county, or urban-county] government, the insurance company shall use the tax rate effective on the first day of the policy term. When an insurance company collects a premium as a result of a change in the policy during the policy term, the tax rate used shall be the rate in effect on the effective date of the policy change. With respect to premiums returned to policyholders, the license fee or tax shall be returned by the insurance company to the policyholder pro rata on the unexpired amount of the premium at the same rate at which it was collected and shall be taken as a credit by the insurance company on its next quarterly report to the local[city, county, or urban-county] government. Any license fee or tax imposed upon premium receipts shall not include premiums received for insuring employers against liability for personal injuries to their employees, or the death of their employees, caused thereby, under the provisions of the Workers' Compensation laws[Act].

(4)
The Department of Insurance shall, by administrative regulation, provide for a reasonable collection fee to be retained by the insurance company or its agent as compensation for collecting the tax, except that the collection fee shall not be more than fifteen percent (15%) of the fee or tax collected and remitted to the local[city, county or urban-county] government or two percent (2%) of the premiums subject to the tax, whichever is less. To facilitate computation, collection, and remittance of the fee or tax and collection fee provided in this section, the fees or taxes set out in subsection (1), (2), or (3) of this section, together with the collection fee in this section, may be rounded off to the nearest dollar amount.

(5)
Pursuant to KRS 304.3-270, if any other state retaliates against any Kentucky domiciliary insurer because of the requirements of this section, the commissioner of insurance shall impose an equal tax upon the premiums written in this state by insurers domiciled in the other state.

(6)
Accounting and reporting procedures for collection and reporting of the fees or taxes and the collection fee herein provided shall be determined by administrative regulations promulgated by the Department of Insurance.

(7)
Upon written request of the legislative body of any local[city, county, or urban-county] government, at the expense of the requesting local[city, county, or urban-county] government, which shall be paid in advance by the local[city, county, or urban-county] government to the Department of Insurance, the Department of Insurance shall examine, or cause to be examined by contract with qualified auditors, the books or records of the insurance companies or agents subject to the fee or tax to determine whether the fee or tax is being properly collected and remitted, and the findings of the examination shall be reported to the local[city, county, or urban-county] government. Willful failure to properly collect and remit the fee or tax imposed by a local[city, county, or urban-county] government pursuant to the authority granted by this section shall constitute grounds for the revocation of the license issued to an insurance company or agent under the provisions of KRS Chapter 304.

(8)
The license fees or taxes provided for by subsections (2) and (3) of this section shall be due thirty (30) days after the end of each calendar quarter. Annually, by March 31, each insurer shall furnish each local[city, county, or urban-county] government to which the tax or fee is remitted with a breakdown of all collections in the preceding calendar year for the following categories of insurance:

(a)
Casualty;

(b)
Automobile;

(c)
Inland marine;

(d)
Fire and allied perils;

(e)
Health; and

(f)
Life.

(9)
Any license fee or tax not paid on or before the due date shall bear interest at the tax interest rate as defined in KRS 131.010(6) from the date due until paid. [Such ]Interest payable to the local[city, county, or urban-county] government is separate of penalties provided for in subsection (7) of this section. No local[city, county, or urban-county] government may impose any penalties other than those provided for in this subsection.

(10)
No license fee or tax imposed under this section shall apply to premiums received on policies of group health insurance provided for state employees under KRS 18A.225.

(11)
No county may impose the tax authorized by this section upon the premiums received on policies issued to public service companies which pay ad valorem taxes.

(12)
(a)
Insurance companies which pay license fees or taxes pursuant to this section shall credit city license fees or taxes against the same license fees or taxes levied by the county, when the license fees or taxes are levied by the county on or after July 13, 1990.

(b)
If a county imposed and collected the license fee or tax authorized by this section before July 1, 2000, then insurance companies that pay license fees or taxes under this section shall not credit against the county license fee or tax that portion of a city license fee or tax that becomes effective for the first time on or after July 1, 2000, or is increased effective on or after July 1, 2000. The provisions of this paragraph shall expire on June 30, 2002, unless extended by the General Assembly.

(13)
No license fee or tax imposed under this section shall apply to premiums received on health insurance policies issued to individuals nor to policies issued through Kentucky Access created in KRS 304.17B-005.

(14)
Each application submitted for the purchase of an insurance policy which is subject to license fees or taxes authorized by this section shall include the name or identifying number of the tax district to receive the license fee or tax. Any application not containing the name or identifying number of the taxing district shall be returned to the insurance agent taking the application for the addition of this information. Upon the submission of an application containing the name or identifying number of the taxing district, the insurance agent shall not be liable or have any financial responsibility if the taxing district name or identifying number is incorrect.
SECTION 2.   A NEW SECTION OF KRS CHAPTER 91A IS CREATED TO READ AS FOLLOWS:

For the purposes of Sections 1 and 2 to 9 of this Act:
(1)
"Administrator" means the Kentucky Department of Insurance;

(2)
"Local government" means a city, county, charter county, urban-county, or consolidated local government; and

(3)
"Commissioner" means the commissioner of the Department of Insurance.

SECTION 3.   A NEW SECTION OF KRS CHAPTER 91A IS CREATED TO READ AS FOLLOWS:

On or before August 1, 2004, each insurance company subject to the provisions of Section 1 of this Act shall make an election on a form provided by the Department of Insurance whether to remit license fees or taxes in calendar year 2005 and in all subsequent years under the procedures of Section 1 or Section 4 of this Act. On and after January 1, 2005, an insurance company that has elected to continue to pay license fees or taxes under the procedures of Section 1 of this Act may elect to pay license fees or taxes under the procedures in Section 4 of this Act only with the approval of the commissioner and by complying with any requirements that may be imposed by the Department of Insurance. An election made under this section may not be subsequently changed by an insurance company without the written approval of the commissioner; however, subject to Section 9 of this Act, an insurance company’s initial election to be subject to the provisions of Section 4 of this Act shall not be changed for at least three (3) years. For insurance companies making application for a certificate of authority to do business in this Commonwealth, the election shall be filed with the company’s application for the certificate of authority.
SECTION 4.   A NEW SECTION OF KRS CHAPTER 91A IS CREATED TO READ AS FOLLOWS:

This section shall apply only to those insurance companies that have elected to remit license fees or taxes imposed pursuant to subsection (1) of Section 1 of this Act to the Department of Insurance, which shall act as an administrator as provided in this section.
(1)
Any license fee or tax imposed by a local government upon an insurance company with respect to life insurance policies may be based upon premiums and, if so based, shall be applied only to premiums for the first twelve (12) months of coverage actually collected upon the lives of persons residing within the corporate limits of the local government.
(2)
Any license fee or tax imposed by a local government upon any insurance company with respect to any policy which is not a life insurance policy shall be based upon the premiums actually collected by the company within each calendar year on risks located within the corporate limits of the local government on those classes of business which the company is authorized to transact, less all premiums returned to policyholders. In determining the amount of license fee or tax to be collected and paid to the administrator, the insurance company shall use the tax rate effective on the first day of the policy term. When an insurance company collects a premium as a result of a change in the policy during the policy term, the tax rate used shall be the rate in effect on the effective date of the policy change. With respect to premiums returned to policyholders, the license fee or tax shall be returned by the insurance company to the policyholder prorata on the unexpired amount of the premium at the same rate at which it was collected, and shall be taken as a credit by the insurance company on its next annual report to the administrator. Any license fee or tax imposed upon premium receipts shall not include premiums received for insuring employers against liability for personal injuries to their employees, or the death of their employees caused thereby, under the provisions of the workers' compensation laws.

(3)
The Department of Insurance shall, by administrative regulation, provide for a reasonable collection fee to be retained by the insurance company or its agent as compensation for collecting the tax, except that the collection fee shall not be more than fifteen percent (15%) of the fee or tax collected for each local government and remitted to the administrator or two percent (2%) of the premiums subject to the tax, whichever is less.

(4)
To facilitate computation, collection, and remittance of the fee or tax and the collection fee provided in this section, the fees or taxes and the collection fee may be rounded off to the nearest dollar amount.

(5)
Pursuant to KRS 304.3-270, if any other state retaliates against any Kentucky domiciliary insurer because of the requirements of this section, the commissioner shall impose an equal tax upon the premiums written in this state by insurers domiciled in the other state.

(6)
Accounting and reporting procedures for collection and reporting of the fees or taxes and the collection fee shall be determined by administrative regulations promulgated by the Department of Insurance. 

(7)
On its own initiative or upon written request of the legislative body of any local government, at the expense of the requesting local government and payable in advance to the Department of Insurance, the Department of Insurance shall examine, or cause to be examined by contract with qualified auditors, the books or records of the insurance companies or agents subject to the fee or tax to determine whether the fee or tax is being properly collected and remitted. The findings of the examination shall be reported to the affected local government. If, after examination, an additional amount of tax is found to be due, the cost of the examination shall be shifted to the insurer who shall reimburse the local government or the administrator. Willful failure to properly collect and remit the fee or tax imposed by a local government to the administrator shall constitute grounds for the revocation of the license issued to an insurance company or agent under the provisions of KRS Chapter 304.

(8)
(a)
License fees and taxes imposed by local governments and paid under the procedures in this section shall be administered by the Kentucky Department of Insurance.
(b)
Each local government imposing license fees or taxes shall be deemed to have designated, appointed, and authorized the Department of Insurance as its lawful agent to receive and administer the license fees and taxes that the local government has imposed. Tax payments by insurance companies to the administrator shall be deemed to have been received by the local governments on whose behalf taxes are remitted.
(c)
Annually, on or before the last day of April, every insurance company authorized to do business in this Commonwealth and electing to remit license fees or taxes under the procedures in this section shall calculate and report to the administrator the license fees and taxes imposed upon it by each local government for the immediately preceding calendar year according to this section and shall remit to the administrator the amount, if any, by which a company's license fees and taxes for the year for any local government exceeds the estimated taxes it paid to that taxing authority for the year. All license fees and taxes imposed by each local government according to this section shall be reported by insurance companies to the administrator on a single annual return developed by the administrator for annual filings by insurance companies. The annual return shall contain a breakdown of all collections for the preceding calendar year for the following categories of insurance for each local government:
1.
Casualty;

2.
Automobile;

3.
Inland marine;

4.
Fire and allied perils;

5.
Health; and

6.
Life.
(d)
The administrator shall promptly account to each local government for all license fees and taxes paid by insurance companies and, on or before June 30 of each year, shall remit to each the amount, if any, by which the local government's total license fees or taxes reported and paid by all insurance companies for the immediately preceding calendar year exceeds the quarterly estimated taxes previously allocated and remitted to the local government for the year under paragraph (e) of this subsection. If quarterly estimated taxes allocated and remitted to a local government for a calendar year exceed its total annual license fees or taxes reported and paid by all insurance companies for the calendar year, the administrator shall deduct the overpayment of quarterly estimated taxes from the next and succeeding remittances of quarterly estimated taxes under paragraph (e) of this subsection until the overpayment is fully recovered from the local government.
(e)
On or before every March 31, June 30, September 30, and December 31 of each year, every insurance company authorized to do business in this Commonwealth and electing to remit license fees or taxes under the procedures in this section shall pay quarterly estimated taxes to the administrator. The amount of the quarterly payment due on or before March 31 shall be one hundred four percent (104%) of the quarterly payment due on or before December 31 of the immediately preceding calendar year, and the amount of each quarterly payment due on or before June 30, September 30, and December 31 shall be twenty-six percent (26%) of the total annual license fees and taxes reported by the insurance company for all local governments on its annual return under paragraph (c) of this subsection for the immediately preceding calendar year. Quarterly payments received on or before the fifth business day after the due date shall be allocated and paid over to each local government imposing license fees or taxes on or before the last day of the calendar month following the due date. The amount of quarterly estimated taxes allocated and remitted to a local government that are due on or before March 31 of each year shall be determined on the same basis as the amount of quarterly estimated taxes allocated and remitted to local governments that are due on or before December 31 of the immediately preceding calendar year. The amount of quarterly estimated taxes allocated and remitted to a local government that are due on or before June 30, September 30, and December 31 of each year shall be in the same proportion to the total quarterly estimated taxes paid by all insurance companies for the quarter as the local government's total annual license fees or taxes from all insurance companies for the immediately preceding calendar year is to the total annual license fees and taxes of all insurance companies payable to all local governments for the year. Quarterly payments received by the administrator after the fifth business day following the due date shall be held by the administrator and remitted with the following quarterly or annual payment.
(f)
The administrator shall hold all amounts received by it from insurance companies electing to remit license fees or taxes under the procedures in this section, including interest or investment income earned on these funds, in a fiduciary capacity. All amounts held by the administrator shall be invested in accordance with the provision of KRS 66.480. All interest or investment income on funds in the administrator's accounts at the close of business on the fifth business day following any due date of quarterly estimated taxes shall be allocated and paid to local governments not later than the last day of the calendar month in which such fifth business day occurs. Nothing in this paragraph shall preclude the administrator from allocating and disbursing amounts received after the fifth business day at the end of the month in which the fifth business day occurs. 
(g)
Any overpayment of tax shown on the annual return of an insurance company filed under paragraph (c) of this subsection may be allowed as a credit against that company's succeeding payments of quarterly estimated taxes under paragraph (e) of this subsection until fully recovered. In the alternative, any insurance company reporting an overpayment of tax of one thousand dollars ($1,000) or more on its annual return under paragraph (c) of this subsection may request a refund of the overpayment in lieu of credits against quarterly estimated taxes payable under paragraph (e) of this subsection. A refund under this paragraph must be requested on the annual return filed under paragraph (c) of this subsection and shall be paid by the administrator no later than four (4) months after the due date of the annual return or the date the annual return was received by the administrator, whichever is later. An insurance company that has ceased doing business in this Commonwealth may request a refund as provided in this paragraph without regard to the one thousand dollar ($1,000) threshold.
(h)
The commissioner may promulgate administrative regulations pursuant to the provisions of KRS Chapter 13A to provide for the orderly receipt and disbursement of license fees and taxes under this section. The regulations shall provide for:
1.
Accounting for the receipt and disbursement of license fees and taxes imposed by each local government upon insurance companies doing business in this Commonwealth;
2.
Allocating quarterly estimated taxes on the basis of the local government's total annual license fees or taxes remitted for the immediately preceding calendar year as a percentage of total license fees and taxes remitted on behalf of all insurance companies to all local governments for the year;
3.
Electronic reporting on annual returns; and
4.
Any other additional regulations necessary to expedite the payment and transfer of license fees and taxes paid under the procedures in this section.
(i)
The Department of Insurance shall prepare annually a report regarding the collections and disbursements of insurance premium license fees and taxes on or before July 31. The report shall cover all license fees and taxes collected and disbursed for the preceding calendar year, including any interest or investment income thereon.
(j)
Every insurance company electing to remit license fees or taxes under the procedures in this section and filing an annual return under paragraph (c) of this subsection shall pay to the administrator, with the annual return, a fee to defray the annual cost of administering license fees and taxes imposed under the procedures in this section. The fee payable to the administrator shall be the lesser of two hundred fifty dollars ($250) or five percent (5%) of the total taxable premiums reported for local governments on the annual return. If the Commissioner determines that the fees specified under this paragraph are inadequate for funding the continued operations of the administrator, then the fees may be increased by up to one hundred fifty dollars ($150).
(9)
Any license fee or tax not paid on or before the due date shall bear interest at the tax interest rate as defined in KRS 131.010(6) from the date due until paid. Interest payable to the administrator is separate of penalties provided for in subsection (7) of this section. All interest shall be accounted for or allocated to and paid to each local government whose taxes were not remitted on or before the due date. No local government or the administrator may impose any penalties other than those provided for in this subsection.

(10)
No license fee or tax imposed under this section shall apply to premiums received on policies of group health insurance provided for state employees under KRS 18A.225.

(11)
No county may impose the tax authorized by this section upon the premiums received on policies issued to public service companies which pay ad valorem taxes.

(12)
Insurance companies which pay license fees or taxes pursuant to this section shall credit city license fees or taxes against the same license fees or taxes levied by the county when the license fees or taxes are levied by the county on or after July 13, 1990.

(13)
Except as otherwise provided in Section 5 of this Act, this section shall apply only to premiums received and business transacted on or after January 1, 2005.
SECTION 5.   A NEW SECTION OF KRS CHAPTER 91A IS CREATED TO READ AS FOLLOWS:

(1)
This section shall apply only to those insurance companies that have elected to remit license fees or taxes under the procedures in Section 4 of this Act.
(2)
(a)
Every insurance company licensed to do business in this Commonwealth at any time during 2004 and electing to remit license fees or taxes under the procedures in Section 4 of this Act shall file with the Kentucky Department of Insurance, on or before February 28, 2005, an information return reporting the license fees and taxes for calendar year 2004 reportable under paragraph (c) of subsection (8) of Section 4 of this Act in the same manner as if Section 4 of this Act had applied to premiums received and business transacted during calendar year 2004.

(b)
On or before March 31, 2005, June 30, 2005, September 30, 2005, and December 31, 2005, every insurance company authorized to do business in this Commonwealth and electing to remit license fees or taxes under the procedures in Section 4 of this Act shall remit to the Kentucky Department of Insurance twenty-six percent (26%) of the taxes reported on the February 28, 2005, return information filed in accordance with paragraph (a) of this subsection. Quarterly estimated taxes payable in 2005 shall be based upon the total amount of license fees and taxes as reported in the information returns, for business transacted during calendar year 2004.

(c)
On or before April 30, 2005, July 31, 2005, October 31, 2005, and January 31, 2006, the Kentucky Department of Insurance shall allocate and pay over to each local government the quarterly estimated taxes received on or before the fifth business day of the month. The amount of quarterly estimated taxes allocated and remitted to a local government shall be in the same proportion to the total quarterly estimated taxes paid by all insurance companies for the quarter as the local government's total annual license taxes and fees for all insurance companies reported on information returns for 2004 under this section is to the total annual license fees and taxes of all insurance companies for all local governments reported on those returns.
SECTION 6.   A NEW SECTION OF KRS CHAPTER 91A IS CREATED TO READ AS FOLLOWS:

(1)
There is hereby created and established a Local Government Premiums Tax Administrator Advisory Council to review and advise the commissioner on any issues which may impact the operation of the administrator as provided for in Section 4 of this Act. The advisory council shall consist of the following eight (8) members:

(a)
The commissioner of the Kentucky Department of Insurance, who shall serve as the chairman; and

(b)
Seven (7) members to be selected by the commissioner and to include:

1.
One (1) representative of life and health insurers electing to remit license fees or taxes under the procedures in Section 4 of this Act;
2.
One (1) representative of property and casualty insurers currently electing to remit license fees or taxes under the procedures in Section 4 of this Act;
3.
One (1) representative of Kentucky insurance agents;
4.
Two (2) member representatives of the Kentucky League of Cities; and
5.
Two (2) member representatives of the Kentucky Association of Counties.
(2)
Members of the advisory council may serve up to two (2) years at the sole discretion of the commissioner.

(3)
The advisory council shall:
(a)
Review and advise on the design and plan of operations of the administrator;
(b)
Review and advise on the filing process for all participating insurers;
(c)
Review and advise on distributions of quarterly and annual taxes, including interest and investment income to local governments;
(d)
Review and advise on the costs associated with the administrator;
(e)
Review and advise on the efficiency and effectiveness of the administrator;
(f)
Review and advise on the accuracy and adequacy of records maintained by the administrator;
(g)
Review and advise on complaints and grievances from local governments and insurers regarding the administrator; 
(h)
Review and advise on administrative regulations concerning Sections 2 to 9 of this Act that may be promulgated by the Department of Insurance; and
(i)
Review and advise on other issues at the request of the commissioner.
(4)
The advisory council shall not be a budgetary unit of the Department of Insurance. Members and their respective agencies or associations may, at their discretion, furnish office space, personnel, equipment, supplies, and technical or administrative services required by the advisory council in the performance of its functions.
(5)
The administrator shall submit an annual report to the advisory council. The annual report shall describe the general operations of the administrator from the previous year and operational plans for the coming year and shall include but not be limited to:

(a)
Audited financial statements for the immediately preceding two (2) years;

(b)
Pro forma financial statements and underlying assumptions;

(c)
Projected budget;

(d)
Amendments to policies and procedures;

(e)
Grievances;

(f)
Legal proceedings;

(g)
Management contracts, administrative contracts, cost-sharing contracts, and other material contracts;

(h)
Any other additional information, documents, or materials that the administrator deems necessary or desirable for full and adequate disclosure; and

(i)
Any other additional information, documents, or materials that the advisory council may request in writing.

(6)
The advisory council shall meet at least once annually to review the operations of the administrator. The advisory council may make a report regarding the operations of the administrator.
(7)
The sole function of the advisory council is to provide advice and guidance to the commissioner of the Department of Insurance regarding the structure and operations of activities relating to the collection and disbursement of insurance premium taxes and fees as provided by Sections 2 to 9 of this Act. No member of the advisory council shall be subject to any personal liability for any loss sustained or damage suffered on account of any action or inaction of the advisory council or any member thereof. 

SECTION 7.   A NEW SECTION OF KRS CHAPTER 91A IS CREATED TO READ AS FOLLOWS:

(1)
In order to determine whether there has been any unauthorized, illegal, irregular, or unsafe handling or expenditure of local government tax receipts or other improper practice of financial administration, and to ensure that all proper items have been duly charged, taxed, accounted for, reported, and distributed to the appropriate local government, the Auditor of Public Accounts shall be responsible for an annual audit of the administrator. The audit shall consider:
(a)
Funds contained in the administrator’s accounts and budget; and
(b)
Funds contained in any fiduciary or nonfiduciary qualified, segregated, or administered account.
(2)
As appropriate under generally accepted auditing standards, the Auditor of Public Accounts may audit those aspects of the administrator’s operations that directly relate to administration of the tax.
(3)
The Auditor of Public Accounts shall have access to all books, accounts, and papers of the administrator.
(4)
Within a reasonable time after completion and distribution of the audit reports required by subsections (1) and (2) of this section, the Auditor of Public Accounts shall bill the administrator for the expenses of the audit. A copy of the bill shall be forwarded to the commissioner. If, within sixty (60) days following receipt of the bill, the commissioner determines the charge to be excessive or otherwise improper, he or she shall submit his or her objection to the secretary of the Finance and Administration Cabinet and to the State Treasurer for resolution in accordance with subsection (6) of this section. If the amount billed has not been paid within sixty (60) days from the date rendered and no objection has been filed, the Auditor of Public Accounts shall notify the commissioner who shall cause one-half (1/2) of the amount to be deducted prorata from the next payment or distribution of moneys to local governments under Section 4 of this Act. Deductions shall then continue for the next three (3) quarters until the remaining one-half (1/2) of the amount due the Auditor of Public Accounts has been paid. All moneys received pursuant to this section shall be credited to the trust and agency account of the Auditor of Public Accounts. When an objection to a bill has been filed with the secretary of the Finance and Administration Cabinet and the State Treasurer in accordance with subsection (6) of this section, the amount found to be equitable and just shall become payable immediately upon the entry of the final decision.
(5)
The Department of Insurance shall be responsible for paying the final bill for the audit conducted pursuant to subsections (1) and (2) of this section from funds received for its administrative duties.

(6)
Any controversy over the amount of a bill for the actual expenses incurred by the Auditor of Public Accounts shall be submitted to the Secretary of the Finance and Administration Cabinet and the State Treasurer for a final decision as to the proper amount.

SECTION 8.   A NEW SECTION OF KRS CHAPTER 91A IS CREATED TO READ AS FOLLOWS:

(1)
The commissioner shall file a blanket faithful performance bond issued by an authorized corporate surety that shall be conditioned upon the faithful performance of the requirements of the administrator in the collection or remittance of the license fees or taxes, as set forth in Sections 2 to 9 of this Act and in any administrative regulations promulgated thereunder. The performance bond shall be for the benefit of, and payable to, the local governments imposing taxes and fees that are paid under the procedures set forth in Section 4 of this Act. The commissioner shall only approve a bond with coverage that has adequate limits, a bond that is issued by adequate surety, or a bond that is issued by a corporate surety that is rated in one (1) of the three (3) highest rating categories by a nationally recognized rating agency. 

(2)
The corporate surety shall not terminate the bond required by subsection (1) of this section without prior written approval of the commissioner. The corporate surety shall deliver written notice of termination to the commissioner for approval or disapproval at least thirty (30) days prior to the intended date of termination.

SECTION 9.   A NEW SECTION OF KRS CHAPTER 91A IS CREATED TO READ AS FOLLOWS:

If the commissioner determines that an insufficient number of insurance companies have elected to be subject to Section 4 of this Act prior to August 31, 2004, he or she may suspend or revoke the effectiveness of the elections of all insurance companies making an election to be subject to Section 4 of this Act until such time as the commissioner finds there is a sufficient number of insurance companies to adequately fund the administrator. If the commissioner suspends or revokes the effectiveness of all the elections pursuant to this section, he or she shall do so by administrative order, and the order shall specify whether companies may be required to make new elections at a later date and may contain any other terms that the commissioner deems reasonable for efficient implementation of this Act. If the commissioner suspends or revokes insurance company elections, any fees paid with the filing of the election shall be refunded.
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