
 

 

Local Premium Tax Advisory Council  

October 12, 2011 ~ 1:30 pm 

Department of Insurance ~ Hearing Room 

 

Minutes 

 

Members Present 

Commissioner Sharon Clark, Chair 

JD Chaney 

Shellie Hampton 

Stan Logan 

Paula Smith, proxy for Greg Kosse 

Dustin Miller, proxy for Mike Lane 

Mark Treesh 

 

Members Absent 

JT Fulkerson 

Rick Smith 

 

Call to Order / Roll Call / Welcome ~ 

Commissioner Clark called the meeting to order and the roll was called.  A quorum was 

present.   

 

Approval of Minutes ~ 

The minutes for the June 15, 2011 meeting were approved as drafted.  

 

New Subcommittees ~ 

 

At the June meeting, the following subcommittees were proposed.  Advisory Council 

members were asked to volunteer to serve on the subcommittees.  The following members 

were appointed: 

 

a. Tax exempt policyholders / applicability of tax on self-funded excess coverage vs 

reinsurance   

Members:  Stan Logan, Mark Treesh, JD Chaney 

 

It was noted that this is the most pressing issue based on inquiries received by the 

Department of Insurance.   

 

b. How life insurance companies collect and pay local government premium tax  

Members:  Shellie Hampton, Rick Smith, JT Fulkerson 

 

 

 



 

 

c. Consistency in local ordinances 

Members:  Rick Smith, JT Fulkerson, Greg Kosse 

 

      d.  Clarify credit on quarterly statement 

Members:  Mike Lane, JD Chaney, Shellie Hampton 

 

It was noted that members can invite outside stakeholders to discuss these issues and provide 

recommendations back to the full Advisory Council. 

 

Members were encouraged to contact Debbie Stamper to help facilitate meetings and/or 

conference calls. 

 

 

Old Business ~ 

 

Tax on life insurance 

As recommended during the June 15, 2011, meeting, Rob Hardy, Investors Heritage, was 

welcomed as a special guest to the meeting today to discuss the unique aspects of the local 

government premium tax on life insurance. 

 

Two issues related to life insurance have been raised in the past on which members have 

requested education:  (1) whether the tax is applied on the first year premium or on renewal 

premiums as well; and (2) whether life insurers pass the tax through to policyholders or 

whether life insurers include the tax in their rate development. 

 

Life premium is implemented on the first year premium only.  The assumption is that life 

premiums are not renewed.  (Question regarding single premium and whether it is the entire 

premium received in first year or single premium only.) 

 

Rate development – generally take first premium with application.  Calculating municipal tax 

would be an administrative nightmare.  Generally, industry builds the rate taking a national 

average of taxes/fees.  There is no pass through.  Very few times rates vary by states.  

Therefore, rates are built to be consistent throughout the states.  Anecdotally, this causes life 

insurers not to do business in certain jurisdictions (where load is less than the municipal tax – 

money loser as soon as policy written).  Because not passed through, disclosure to the 

policyholder is not required. 

 

Reporting is the same as other lines of insurance. 

 

Questions:   

 

Is the second year premium lower because Kentucky’s municipal tax is only on the first 

year?  No, because insurers don’t consider a load specific to Kentucky’s tax.  Rather, the load 

is for all taxes/fees paid nationwide. 

 

Do many municipalities tax or exempt life insurance?  Life insurance is a common line taxed. 

 



 

 

How much tax is generated on life insurance premiums?  With electronic reporting, we can 

now provide information on the tax by line of insurance.  We will provide that information at 

the next meeting. 

 

Do life insurers have concerns with Kentucky’s local government tax structure?  Yes, 

concerns have been raised.  (It was noted that there are four states with similar local taxes – 

GA, LA, SC, KY.) 

 

SLIMPACT 
SLIMPACT is the interstate compact related to taxation on multi-state surplus lines policies.  

The compact is permitted through provisions in the Dodd Frank Wall Street Reform Act and 

was adopted in Kentucky during the 2011 Regular Session (HB 167).  Local government 

premium taxes are included in the new, single tax on these types of policies in an effort to 

ensure that local revenue is not lost. 

 

Commissioner Clark is the interim chair of SLIMPACT.  The compact language requires 10 

states in order to make the clearinghouse operational.  At this time, there are 9 states that 

have enacted SLIMPACT legislation. 

 

John Love, the Kentucky DOI surplus lines manager, proposed an allocation methodology 

that has been informally approved by SLIMPACT.  The other compact, NIMA, is 

considering this methodology as well.  This will help to ensure consistency among the 

compacts. 

 

The legislative advisory committee to SLIMPACT was appointed during a conference call 

yesterday.  Two working groups were also formed yesterday:  administration and reporting 

requirements.   

 

 

New Business ~ 

 

Urban Services District 

Prior to 2009, the DOI tax schedule included Louisville/Jefferson County with a 5% tax on 

all lines except health.  It also included the City of Louisville at a tax rate of 5% on all lines 

including health.  In 2009, two ordinances were filed with the DOI, one for Louisville Metro 

and one for the Urban Services District.  Based on the ordinance filed with the Department, 

the Urban Services District in Louisville was only imposing the local government premium 

tax on health.  The DOI questioned the intent of the language in the bulletin and recently 

received clarification.  Therefore, the DOI has issued a tax schedule change reflecting a 5% 

tax in the Urban Services District on all lines, including health.  This change will take effect 

during the tax year.  The bulletin explains the background of this issue and urges insurers to 

correct this issue as soon as possible, realizing that this correction may involve system 

changes.  It is important to note that this is a prospective change and interest will not be 

charged.  It is also important to note that the Urban Services District referenced has a specific 

boundary (formerly the boundary for the City of Louisville). 

 

 

 



 

 

Administrative Regulation 

A draft amendment to 806 KAR 2:095 was distributed to members.  The primary reason for 

the change is to codify the existing practice of requiring insurance companies to file an 

annual reconciliation even if the insurance company has not paid any local government 

premium taxes.  This helps the DOI to ensure that all licensees are complying with the 

reporting requirements.  The administrative regulation also includes changes to comply with 

the drafting rules in KRS 13A. 

 

Members were requested to review the regulation and provide comments by November 1, 

2011.  During the review, Mark Treesh noted that we may want to review the language of 

“premiums collected” and “premiums received” as similar language caused concerns with 

changes to the premium surcharge. 

 

 

Suggested Next Meeting ~ 

The suggested next meeting date is January 25, 2012, at 2:30 pm in the Hearing Room at the 

Department of Insurance. 

 

Adjourn ~  

Commissioner Clark adjourned the meeting.   
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