
 
 
 
 
 
 
 
 
 

 

December 20,2011 
 
Commissioner Sharon Clark 
Kentucky Department of Insurance 
P.O. Box 517 
Frankfort, Kentucky 40602-0517 
 
RE: Cancellation of Worker’s Compensation Policies 
 
 
Dear Commissioner Clark,  
 
Founded in 1895, NAMIC is a property/casualty insurance association whose 1,400 
member companies serve more than 135 million auto, home, and business policyholders, 
writing in excess of $196 billion in annual premiums that account for 50 percent of the 
automobile/homeowners market and 31 percent of the business insurance market. 
NAMIC members account for 46% of the market share in Kentucky, amounting to 
$2,609,722,000 in DWP.  
 
We thank you for the opportunity to see your draft legislative proposals as it 
demonstrates your commitment to collaboration and feedback. It is one of these bills, the 
consumer protection draft where it pertains to workers compensation insurance, which we 
wish to lend comment to you on today.  
 
As we understand the proposal, it would prevent workers compensation carriers from 
cancelling a policy in year two when the insured does not pay an assessment arising out 
of an audit of year one. After discussing the concept with our members that write workers 
comp in Kentucky, NAMIC is concerned that this proposal will hinder insurers’ ability to 
appropriately reconcile the actual risk incurred by an insured with the premium that they 
have paid. This is a scenario unique to workers compensation and as such should not be 
viewed the same as a personal lines contract. In workers compensation, our members 
need the audit feature at the end of a policy term in order to gauge any variance between 
the payroll estimated with the actual payroll costs. The audit and any resulting assessment 
is part of the final determination of the premium. Failure to pay the audit is an abrogation 
of the premium collection agreement and is the same as non-payment, allowing 
cancellation and a cessation of the coverage until satisfied.  
 
If there is a legislative change that prevents this normal discourse for the calculation of 
premium in workers compensation insurance, there are likely to be several effects on the 
market and the insured:  



 
 
 
 
 
 
 
 
 

 

 This would put Kentucky as an outlier in the country, the only state to NAMIC’s 
knowledge that would put such a restriction on the market.  

 Insurers would likely have to change how they collect premium, potentially 
having to disallow installment payments or other conveniences for the employer 
company.  

 NAMIC does not believe that this change would create an appropriate consumer 
protection as it would enable insureds to underpay for the coverage that they 
receive. We are concerned it may induce the insured to under-estimate their 
payroll costs.  

 Changes to this process are likely to result in administrative costs to the insurer 
that will be passed through to the insured.  

 
NAMIC respectfully asks you to reconsider the introduction of this bill in the 2012 
session. We’d very much appreciate the opportunity to create a dialogue with you and 
your staff about any concerns you have around the application of audit assessments. 
However, we don’t believe that this particular proposal offers appropriate protections for 
the consumer and greatly hinders carriers’ ability to collect premium for their policies.  
 
Again we thank you for the opportunity to lend you our feedback before the session, and 
stand ready to work with you on this or any other issue.  
 
Sincerely,  

 
 
Erin Collins  
 
State Affairs Manager 
 


