Local Premium Tax Advisory Council
May 8, 2014 ~ 1:30 pm

Department of Insurance ~ Hearing Room

Minutes

Members Present

DJ Wasson, proxy for Commissioner Clark
Tyler Campbell, proxy for JD Chaney
Rusty Cress, proxy for Mark Treesh

Greg Kosse

Kelly Charnock

Rick Smith

Members Absent
JT Fulkerson

Stan Logan
Shellie Hampton

Call to Order / Roll Call / Welcome ~
DJ Wasson called the meeting to order and the roll was called. A quorum was present.

Approval of Minutes ~
The minutes for the October 24, 2013 meeting were approved as drafted.

Subcommittee Reports ~

a. Consistency in local ordinances
Members: Rick Smith, JT Fulkerson, Greg Kosse

A draft of the non-mandatory template that local governments can use in enacted
ordinances was distributed to members for review prior to the meeting. Included in the
draft in both the title and Section 4 is a note stating, “The Local Premium Tax Advisory
Council highly recommends that the license fee/tax be established and charged on a line
of insurance, not on a particular type of coverage or property.” Members were asked for
comment on this language. In response, it was noted that this simple language was
probably the best approach.

The model was adopted unanimously by the members. It will be placed on the
Department’s website for use by local governments.



b. Clarify credit on quarterly statement
Members: Kelly Charnock, JD Chaney, Shellie Hampton

The subcommittee has not met.

Old Business ~
There was no old business.

New Business ~

a. DJ Wasson provided an update on compliance with the requirement to file an annual
reconciliation report. The reports were due March 31. As of the date of the meeting:

e 2,588 entities had filed their report.
o Of those, 1,293 were insurance companies and 1,295 were surplus lines
brokers.

e 534 had not filed.
o Of those, 202 are insurance companies and 332 are surplus lines brokers.

The DOI will send a reminder letter to the non-filers providing an additional opportunity
to file without penalty. Failure to file the required annual reconciliation after receiving
the reminder will result in a civil penalty.

b. DJ Wasson shared information about the new legislation that was enacted impacting local
government premium taxes. It was noted that these bills codified in statute an existing
exemption.

e HB 432 amends KRS 91A.080 to exempt from local government premium tax
any premiums paid to an insurance company or surplus lines broker by non-profit
self-insurance groups whose membership consists of school districts.

e HB 170 amends KRS 91A.080 to exempt from the local government premium tax
any premium paid by non-profit self-insurance groups or self-insurance entities
whose membership consists of cities, counties, charter county governments,
urban-county governments, consolidated local governments, unified local
governments, school districts, or any other political subdivisions of the
Commonwealth.

c. Tyler Campbell provided information about HB 331 related to city classifications. He
shared that the bill consolidates the number of classification from six (6) to two (2). The
legislation has a delayed effective date until January 1, 2015. This legislation should not
have an impact on local government premium taxes.



d. DJ Wasson shared that the DOI has received several questions regarding the exemption

from municipal taxes for counties paying ad valorem taxes and whether that exemption
also applies to cities. Members were asked to review the language and check to see
whether this has been an issue in their respective areas. At this time, the DOI is strictly
interpreting the statutory exemption in KRS 91A.080(11) and only applying the
exemption to counties.

Suggested Next Meeting ~
The Department will email some possible meeting dates for this fall.

Adjourn ~
DJ Wasson adjourned the meeting.
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