PTAC Meeting Summary
January 25, 2012

The Premium Tax Advisory Council held its latest meeting on January 25, 2012. | will key each
of the items to the agenda for the meeting which is enclosed under separate cover.

V1. Minutes
The minutes were approved as presented.

V. New Subcommittee
There were two new members of the council who were attending for the first time: J. T.
Fulkerson, Finance Director of the City of Owensboro, and Rick Smith, Clark County
Magistrate. Much of the discussion about subcommittee and PTAC topics served to
bring them up to speed on some of the issues that the PTAC addresses. The
subcommittees reported as follows:

a. Tax exempt policy holders / Self-funded vs. reinsurance
In the absence of Stan Logan and J. D. Chaney | reported on our findings
regarding the premium tax exemption for policies insuring local government
policyholders. 1also reported that DOI accepted all of our
recommendations except that the bulletin be revised ASAP. DOI preferred
that the findings would be included in the premium tax bulletin to be
released in April.

Following are the subcommittee’s findings and recommendations:

1. There is no statutory, case law, or constitutional basis for policies
insuring local governments to be exempt from local insurance premium
taxes in the absence of a local ordinance specifically providing for the
exemption.

2. There is no prohibition in statute, case law, or the Kentucky constitution
that prevents an insurance company from collecting the tax directly from a
local government policyholder. Nor is there any legal prohibition
preventing insurance companies from charging the tax as a line item
included in the policy premium paid by local governments. Therefore,
previous bulletins suggesting that “the license fee or tax may not be added to
the policy premium” should be amended accordingly.

3. Policies insuring the state are exempt; insurers should not be required to
remit premium taxes on policies insuring the state as with other exempt
policies.

4. There should be some guidance available to insurers and local
governments as to which agencies are considered exempt for the purposes of
# 3 above.

We would like to see the next bulletin contain language that would
incorporate these conclusions. We would further suggest that this language
be circulated ASAP rather than waiting for the next regular bulletin in April.



b. How life insurance companies collect and pay local government premium tax
No meetings have taken place and there was therefore no report made. The
Commissioner did note that Rob Hardy of Investors Heritage Life presented
information on the issue at the October 12, 2011 meeting.

c. Consistency in local ordinances
Greg Kosse reported that no meetings had taken place. There was some
background discussion for the benefit of the new members.

d. Clarify credit on quarterly statement
Mike Lane reported that no meetings had been held yet. He also raised the
issue of the possibility of companies using EFT for quarterly payments to
local governments. DOI will raise the issue with local government
representatives.

VII. Old Business
DOl announced that it had a filed an amendment to 806 KAR 2:095 to clarify that the

annual reconciliation must still be filed even when no tax is due. The revised regulation
can be found online here: http://www.lrc.state.ky.us/kar/806/002/095req.htm.

VIII. New Business
No new business.

IX. Next Meeting Date
PTAC will plan to meet sometime in June or July at a date to be determined later.

There being no further business the meeting adjourned.
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