Local Premium Tax Advisory Council
July 24, 2013 ~ 1:30 pm

Department of Insurance ~ Hearing Room

Minutes

Members Present

Sharon Clark

Mark Treesh

Tyler Campbell, proxy for JD Chaney
Paula Smith, proxy for Greg Kosse
Prentice Harvey, proxy for Kelly Charnock
Lonnie Campbell, proxy for Rick Smith
Stan Logan

Members Absent
Shellie Hampton
JT Fulkerson

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

It was noted that Kelly Charnock will be replacing Mike Lane as the representative for State
Farm on the Advisory Council.

Shaun Orme was introduced as the General Counsel for the Department of Insurance.

Approval of Minutes ~
The minutes for June 28, 2012 meeting were approved as drafted.

Subcommittee Reports ~

a. Tax exempt policyholders / Self-funded vs reinsurance
Members: Stan Logan, Mark Treesh, JD Chaney

At the June 28, 2012 meeting, an unpublished 2011 Attorney General Opinion was
shared that appears to be inconsistent with position of the subcommittee and the DOI
related to the applicability of the local government premium tax on a policy in which
the policyholder is another local government or one of its agencies. The
subcommittee was charged with reviewing the letter and determining whether its
previous position needs to be revisited.



The subcommittee met and discussed the February 10, 2011 Attorney General
Opinion and its implications for the language contained in Bulletin 2012-01. The
committee is in unanimous agreement that the legal conclusions reached in the letter
are in error. Moreover, the committee agrees that the letter does not have the force of
law. Therefore, absent any opinion that has the force of law, the committee believes
that the bulletin language should not be altered from its current form.

The Advisory Council unanimously adopted the position of the subcommittee.

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

The subcommittee has been working on a template that local governments can use in
enacting ordinances. The intent is to provide sample language to provide guidance to
local governments. Use of the template will not be mandatory. However, the hope is
that by providing a template, there will be more consistency in the ordinances passed
by local governments which will lead to easier implementation by insurers.

A draft of the template was provided to members of the Advisory Council for review.
Comments on the template should be emailed to the Department.

The question was asked how to better communicate opinions from local governments
regarding interpretation of the ordinance and application of the tax. One way to
communicate opinions could be through better use of the tax codes published in the
DOl bulletin.

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

The subcommittee has not met. A general discussion regarding the issue was held
including a discussion regarding the difference between an amended return
(overpayment/underpayment) and unearned premium credits. The subcommittee will
meet to determine whether to recommend an amendment to KRS 91A.080(3), which
currently requires that any credit for unearned premium be taken on the next quarterly
statement.

Old Business ~
There was no old business.

New Business ~
The Department of Insurance provided the following update:

e An issue was discussed regarding occupational tax being charged by in
addition to local government premium tax. It was noted that local government
premium is in lieu of other license taxes. So, both should not be charged.



For the 2012 annual reconciliations, there are approximately 323 surplus lines
brokers and 138 insurance companies that have not filed their annual
reconciliation as required by KRS 91A.080. This is in-line with the number
of non-filers in previous years. The Department will be issuing civil penalties
of $500 per surplus lines broker and $1,000 per insurance company for failing
to comply with the filing requirements. The penalty will be doubled if the
surplus lines broker or insurance company failed to meet the filing
requirements previously.

There have been few complaints filed with the DOI regarding local
government premium taxes. The Department did investigate an issue
regarding city boundaries. However, the boundaries had not been filed with
the Secretary of State, as required.

The Department has had an issue with inaccurate data from one vendor. We
are working with the vendor on corrective action.

Suggested Next Meeting ~
It was suggested that the next meeting be scheduled for October 24, 2013.

Adjourn ~

Commissioner Clark adjourned the meeting.
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