COMMONWEALTH OF KENTUCKY
LEGISLATIVE RESEARCH COMMISSION
GENERAL ASSEMBLY
LOCAL MANDATE FISCAL IMPACT ESTIMATE

2007 REGULAR SESSION
2006 INTERIM

MEASURE

	 2007 RS BR 
	 1499
	 
	
	Amendment:
	
	Committee
	
	Floor


	Bill #:
	   HB 371
	
	Amendment #
	 


	SUBJECT/TITLE
	Insurance Premiums Tax


	SPONSOR
	Arnold Simpson


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

The proposed legislation 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 are not permitted to levy a tax only in unincorporated areas.) The proposed legislation provides that if a county levies the tax only in the unincorporated portion of the county, there will be no offset of city license taxes against the county license tax. 

The proposed legislation also establishes a two year statute of limitations for a request for refund or the assessment of additional tax. If it is determined that an overpayment of tax is attributable to payments made for premiums collected upon lives or risks located in another jurisdiction, the refund must be made within 90 days of the request. Refunds received by an insurance company of taxes that were passed on to policyholders must be refunded or credited to policyholders. 

	FISCAL EXPLANATION/BILL PROVISIONS
	ESTIMATED COST


The fiscal impact of HB 371 on local government is expected to be a minimal positive impact. With the option for counties to levy a tax only in unincorporated areas, counties and cities can avoid the administrative issues associated with allocating premium payments between jurisdictions and offsetting differing amounts. In addition, the addition of clear audit and assessment provisions and statute of limitations on refunds should benefit some jurisdictions.
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