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Current law imposes a tax on most insurance policies in the state with a minimum payment of $185 for gross annual
premiums up to $6,000 plus an additional 3% of gross annual premiums above $6,000 (rounded up to the nearest $10,000).

Proposed law retains current law including the $185 annual minimum but reduces the premium tax rate on gross annual
premiums of vehicle insurance policies from 3% to 2% (in the bill as $300/$10,000 in premium to $200/$10,000 in
premium) for gross annual premiums above $6,000.

Effective on vehicle insurance obligations issued or executed on or after July 1, 2026.

Though premium tax is paid quarterly, the rate is applied against a calendar year of gross policy costs. Charging two rates
within a calendar year will be more complicated to administer in the first year of the program. The Department of Insurance
does not currently collect the date of execution of the individual policies being taxed. Further, the current collection system
at DOI is not able to accommodate partial year rates and may require additional resources to comply in the first year.

The bill is expected to reduce SGF revenue by an estimated $60M annually by decreasing the premium tax rate on
auto policies by 1%. Quarterly premium tax payments are expected to decline by roughly $15 M each quarter, beginning on
July 1, 2026. The first annual reduction of $75 M will be in FY 27 where 5 quarters will be impacted (one quarter of refunds
is anticipated due to mandatory pre-payments). Subsequent years will include 4 quarters of impact or a $60 M reduction in
SGF. This estimate does not consider any auto policy price or volume changes since 2023 which could impact the actual SGF
reduction. According to the Department of Insurance, about $6 B in auto policies were issued during CY 2023 with virtually
all impacted by the bill.
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