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BILL # HB 2276 TITLE:  premium tax reduction 

SPONSOR: Forese STATUS: As Introduced 

PREPARED BY: Jon Stall  

 

Description 
 

HB 2276 would reduce the insurance premium tax rate for certain insurance lines from 2.0% to 1.9% in calendar year (CY) 
2015, 1.8% in CY 2016, and 1.7% in CY 2017 and every subsequent calendar year.  Most of the revenue impact of a CY 
change will occur in the following fiscal year (FY).  As such, the fiscal impacts of the bill will be analyzed for FY 2016 – 
FY 2018. 
 

Estimated Impact 
 

HB 2276 is estimated to reduce General Fund revenues by $(11.1) million in FY 2016, $(12.5) million in FY 2017, and 
$(19.4) million in FY 2018. 
 
Any additional economic growth spurred by the bill’s tax provisions may have a “dynamic impact” in the sense of 
producing additional tax dollars for the state.  This analysis does not reflect such dynamic effects. 
 

The Department of Insurance (DOI) estimates that the bill would reduce revenues by $(10.7) million in FY 2016, $(11.4) 
million in FY 2017, and $(16.6) million in FY 2018.   
 

Analysis 
 

Pursuant to A.R.S. § 20-224, DOI collects a tax of 2.0% on insurance premiums, except as otherwise noted in statute.  The 
lines of insurance subject to this rate subject as well as the proposed changes in HB 2276, are life, vehicle, and other 
property and casualty.  Of the projected $453 million in FY 2016 Baseline insurance premium taxes, $173.5 million is 
collected from these particular insurance lines using the 2.0% premium rate.   
 

HB 2276 would reduce the tax rate on life, vehicle, and other property and casualty insurance by 0.1% in FY 2016, 0.2% in 
FY 2017, and 0.3% in FY 2018.  Table 1 displays estimated General Fund revenues for each insurance line with the new 
tax rates for FY 2016 – FY 2018, as well as the difference between the Baseline forecast and revenue collections under the 
bill. 
 
The bill is also expected to increase General Fund revenues from retaliatory taxes, which would partly offset the revenue 
decreases for insurance lines.  Insurers that are incorporated in another state and sell policies in Arizona are required to 
make retaliatory tax payments to DOI, if the comparable tax levied in the company’s home state exceeds that levied in 
Arizona.  DOI estimates that each 0.1% reduction in the insurance premium tax rate for insurance lines affected by the bill 
will result in offsetting increases in retaliatory tax payments ranging from $2.6 million to $3 million a year.  The JLBC 
Staff estimates assume the offsetting retaliatory tax equals the midpoint of DOI’s range ($2.8 million) for each 0.1% 
reduction in the rate.   
 
Net of offsetting retaliatory tax collections, the bill is estimated to reduce forecasted General Fund revenues by $(11.1) 
million in FY 2016, $(12.5) million in FY 2017, and $(19.4) million in FY 2018.  These estimates reflect the installment 
payment schedule for insurance premium taxes as specified in statute.  
 
 
 
 
 
 
 

(Continued) 
 
 



 

 

 
Local Government Impact 
 
None 
 

1/31/14 

Table 1 
HB 2276 Projected Fiscal Impact ($ in Millions) 

 
 
 

Line of Insurance 

FY 2016 (CY 2015) FY 2017 (CY 2016) FY 2018 (CY 2017) 
 

Baseline 
Estimate 

 
HB 2276 
Estimate 

Difference 
from 

Baseline 
Baseline 
Estimate 

HB 2276 
Estimate 

Difference 
from 

Baseline 

 
Baseline 
Estimate 

HB 2276 
Estimate 

Difference 
from 

Baseline 

Life $40.5 $37.3 $(3.2) $41.6 $37.4 $(4.2) $42.8 $36.3 $(6.5) 
Vehicle 76.2 70.1 (6.1) 78.3 70.3 (7.9) 80.4 68.2 (12.2) 
Other Property and 
 Casualty 

 
56.8 

 
52.2 

 
(4.6) 

 
58.4 

 
52.4 

 
(5.0) 

 
60.0 

 
50.9 

 
(9.1) 

Total Revenues $173.5 $159.6 $(13.9) $178.3 $160.2 $(18.1) $183.2 $155.4 $(27.8) 
  Retaliatory Offset   2.8   5.6   8.4 
Net Revenues   $(11.1)   $(12.5)   $(19.4) 
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