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MEASURE'S PURPOSE:  

This measure phases in a six-year reduction of the tax on taxable capital of domestic life insurance companies and provides for a five-year phase-in of a premiums receipts tax on domestic life insurance companies. The measure phases in a six-year reduction of the premiums tax on life insurance companies. It provides that annuities are to be excluded from taxation beginning in 2000. It also provides that insurance companies are to make an irrevocable election regarding which statute they want to be taxed under.

PROVISION/MECHANICS:  

The measure amends KRS 136.320 to reduce the rate imposed against taxable capital from $0.70 per $100 to $0.01 per $100 over 6 years and impose a premiums tax beginning in 2000 at a rate of $0.38 per $100, phasing up over a 6 year period to $1.50 per $100. It amends KRS 136.330 to reduce the premiums tax over a 6 year period from $1.90 per $100 to $1.50 per $100 and exclude annuities from tax base beginning in the year 2000. It creates a new section of KRS Chapter 136 to require companies incorporated under the laws of and doing business in Kentucky to make an irrevocable election to be taxed under KRS 136.320 or 136.330. It amends KRS 136.377 to delete redundant language. It also amends KRS 304.42-130 to allow the tax imposed by Section 1 of the Act to be offset against any assessment paid by a company.

FISCAL EXPLANATION:  

This measure will have no impact in this biennium. There will be positive fiscal impact beginning in fiscal year 2000-2001. The Revenue Cabinet estimates this to be $72,000 in fiscal year 2000-2001, $380,000 in fiscal year 2001-2002, $680,000 in fiscal year 2002-2003, $975,000 in fiscal year 2003-2004, and $1.3 million in fiscal year 2004-2005.
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