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SUBJECT/TITLE
Insurance premium surcharge

SPONSOR
Representative John Vincent

MANDATE SUMMARY

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

X
Charter County
X
Consolidated Local

Program/

Office(s) Impacted:
 Fiscal courts, fiscal and administrative offices

Requirement:
X
Mandatory

Optional

Effect on

Powers & Duties
X
Modifies Existing
X
Adds New

Eliminates Existing

PURPOSE/MECHANICS

BR 92 amends KRS 91A.080 to permit the Office of Insurance to impose a penalty against an insurance company that willfully engages in a pattern of business conduct that fails to properly collect and remit the fee or tax imposed by local government on insurance premiums. The penalty cannot be greater than ten percent of the additional license fees or taxes, and the Office is required to collect the penalty and remit it to the local government. An insurance company or agent may request a hearing regarding the finding of a violation and the levy of a penalty.

BR 92  provides that any agent or company that overpays a license fee or tax to a local government must be refunded the amount overpaid. It also provides that if the local government fee or tax on insurance premiums was collected upon lives or risks which are discovered to be located outside the local government which was paid the fee or tax, the insurance company or agent who paid the tax shall be refunded the fees and taxes within ninety days of notice to the governmental entity.

FISCAL EXPLANATION/BILL PROVISIONS
ESTIMATED COST

The fiscal impact of BR 92 on local government is expected to be a minimal to moderate positive impact. There is no record kept of the payments remitted in any given year to the 344 cities and 29 counties that levy a license tax on insurance companies. According to the Kentucky Office of Insurance publication "Kentucky Local Government Premium Taxes -- Schedule: 2004-2005," the tax rates vary by city and county and range from 3% to 12%. 

Local government revenues could be increased through the receipt of penalty fees, as well as the delinquent taxes on which the penalties are based. No additional administrative expenses would be incurred, since the Office of Insurance is required to collect and remit the penalty. And while BR 92 requires local governments to refund an overpayment of a license fee or tax imposed on insurance premiums within ninety days of notice to the government entity, according to the Office of Insurance, local governments currently refund overpaid fees or taxes by crediting the company against future taxes, or if the company is no longer providing insurance in the local community, then the city or county refunds the overpayment. However, refunding the overpayment in ninety days is not necessarily practiced.

DATA SOURCE(S)
LRC staff; Kentucky Office of Insurance; and the "Kentucky Local Government Premium Taxes -- Schedule: 2004-2005".
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