Local Mandate Fiscal Impact Estimate

Kentucky Legislative Research Commission
2014 Regular Session 
     
Part I:  Measure Information

	Bill Request #:
	1812


	Bill #:
	HB 432 GA


	Bill Subject/Title:
	AN ACT relating to insurance premiums.


	Sponsor:
	Representative Dennis Horlander


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

	
	X
	Charter County
	X
	Consolidated Local
	X
	Unified Local Government


	Office(s) Impacted:
	     


	Requirement:
	X
	Mandatory
	 
	Optional


	Effect on
	
	
	
	
	
	

	Powers & Duties:
	X
	Modifies Existing
	 
	Adds New
	 
	Eliminates Existing


Part II:  Purpose and Mechanics
This bill amends KRS 91A.080 to exempt from the local insurance premiums license tax any premiums paid to insurance companies or surplus lines brokers by nonprofit self-insurance groups or self-insurance entities whose membership consists of school districts.

Part III:  Fiscal Explanation, Bill Provisions, and Estimated Cost
Self-insured groups do not charge premiums. Instead, they collect fees from their members to establish a fund adequate to cover a certain amount of losses. To provide protection from losses that exceed this amount, self-insured groups will purchase excess coverage from an insurance company. Insurance companies charge a premium to the self-insured group for this excess coverage.  In the absence of the exemption provided in this bill, the tax would apply to any premiums paid for this excess coverage. 
A similar exemption was included as noncodified language in the last two revenue measures bills related to the executive branch budget during the 2010 Special Session and the 2012 Regular Session.  HB 432 GA makes the exemption permanent.  

An LRC staff survey of school districts’ finance officers indicates that the Pike, Floyd, Fayette, and Jefferson County School Districts are the only school districts that currently self-insure. Below is a chart detailing the tax rates for these areas:

	County / City
	Local Insurance Premium Tax

	Jefferson
	5%

	Fayette
	5%

	Floyd
	

	   Allen
	6%

	   Martin
	9%

	   Prestonsburg
	8%

	   Wayland
	8%

	   Wheelwright
	5%

	Pike
	

	   Coal Run Village
	4%

	   Elkhorn City
	3%


Since the exemption has been in place since 2010, the above cities and counties are not currently collecting this revenue.  In the absence of this exemption, the cities and counties that include these school districts would collect some amount in taxes. 

Staff cannot determine the exact amount of the total impact to all counties since this provision has been suspended during the last two biennia.  However, assuming an average rate of 5% and using insurance data from prior years, the total would likely be less than $300,000 per year.

	Data Source(s):
	LRC staff, Department of Insurance, school districts' finance officers.
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