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SUBJECT/TITLE
Insurance Premiums Tax

SPONSOR


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
X
Optional

Effect on

Powers & Duties
X
Modifies Existing
X
Adds New

Eliminates Existing

PURPOSE/MECHANICS

HB 296 GA retains the original provisions of HB 296 except that it changes from 2 to 5 years the length of time during which an insurance company may submit a refund or credit request. It deletes duplicative language relating to refunds for lives or risks outside the taxing jurisdiction, and clarifies that refund requests shall be in writing and submitted to the local government as prescribed. HB 296 GA deletes language which would require refunds or credits to be shown on subsequent billing statements. It deletes language related to the auditing of returns and the additional assessment of an insurance company within 2 years for inaccurate returns.

The bill addresses the levying of local insurance premium taxes. It allows counties to levy a tax only in the unincorporated areas of the county, and permits different rates or fee structures for different lines of insurance. (Under current law, counties imposing an insurance premiums tax must levy the tax county-wide. Under HB 296 GA, counties have the option of levying the tax county-wide or only in unincorporated areas.) Finally, the bill provides that if a county levies the tax only in the unincorporated portion of the county, there would be no offset of city license taxes against the county license tax. 

FISCAL EXPLANATION/BILL PROVISIONS
ESTIMATED COST

The fiscal impact of HB 296 GA on local government is expected to be a minimal positive impact. According to the Kentucky Office of Insurance publication "Kentucky Local Government Premium Taxes -- Schedule: 2005-2006," 344 cities and 30 counties levy a license tax on insurance companies, with tax rates ranging from 3% to 12%. 

HB 296 GA clarifies and codifies some of the practices related to insurance premium taxes imposed by cities and counties. It also provides new provisions, including permitting a county to enact an insurance premium tax only in the unincorporated areas of a county, thereby avoiding an offset of city license taxes against the county license tax as required under current law (KRS 91A.080(12)). This provision would require rewriting the tax ordinance, but the result would save an appreciable amount of time by eliminating the review of tax credit calculations.

DATA SOURCE(S)
LRC staff; Kentucky League of Cities; Kentucky Association of Counties; Kentucky Office of Insurance; and the "Kentucky Local Government Premium Taxes -- Schedule: 2005-2006".
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