PTAC Meeting Summary
May 5, 2015

The Premium Tax Advisory Council held its latest meeting on May 5, 2015. 1 will key each of
the items to the agenda for the meeting which is enclosed under separate cover.

IV. Minutes
The minutes from October 2, 2014 were approved as presented and they are attached.

V. Subcommittee Reports

a. Clarify credit on quarterly statement
This issue arises when local governments are reluctant to issue refunds when a credit is
carried forward from one quarter to another. This likely arises when an insurer has left a
taxing jurisdiction and had cancellations after that departure. It could also happen to a
specialty insurer who paid the tax on a premium paid in one quarter and then the policy
cancelled in a subsequent quarter creating a credit balance on the return.

| told the Council that 11K members would like to consider tackling the issue in the 2016
legislative session. | proposed that we could consider prohibiting local governments
from requiring an insurer to carry forward a credit balance for more than two or three
quarters. After that time an insurer would be able to get a refund of the amount.

The Council discussed the issue and its implications for local governments and insurers
and Commissioner Clark said that if we could come to an agreed-upon solution then DOI
could include the language in its housekeeping bill.

Given that the Council membership had changed since the Subcommittee last met the
following members were appointed:

J. D. Chaney, KY League of Cities

Shellie Hampton, KY Association of Counties
Beth Murphy, Grange

Mark Treesh, 11K

The subcommittee is to meet and work toward a recommendation before the August
PTAC meeting.

V1. Old Business

DOI gave a summary of non-filings on Annual Reconciliation Reports for both 2014 and
2015.

It was announced that the hearing on the issue of whether installment fees are premiums
for the purpose of LGPT would be held on July 28 & 29.

VI1. New Business
DOl raised an issue that has a potentially negative impact on insurers. They have raised

the question as to whether an institution that is of “purely public charity and education” is
exempt from LGPT under Section 170 of the Constitution.



If those institutions are found to be exempt, then it is the contention of DOI that the
exemption would not apply to the insurer because the tax is a privilege tax on the insurer
and not on the charity. Therefore, it is possible that the insurer may be forced to pay the
tax and yet be unable to collect it from the policyholder.

There are some 1984 Attorney General opinions (see attached) that bear on this issue and
it is likely that case law can be found on the matter as well. However, my understanding
is that the courts have held that the LGPT is a tax on the insurer and that exemptions may
not necessarily “flow through.”

The PTAC will take up this issue again in August after the insurance industry has had a
chance to review the issue in preparation for the meeting.

VI111. Next Meeting Date
The next meeting was set for Tuesday, August 11, 2015 at 1:30 PM.

There being no further business the meeting adjourned.



