As Reported by the Senate Insurance, Commerce and Labor
Committee

125th General Assembly
Regular Session Sub. H. B. No. 137
2003-2004

Representatives G. Smith, Book, Hughes, Setzer, Gibbs, Olman, Wolpert,

D. Evans, T. Patton, Fessler, Brown, Callender, Calvert, Carano, Daniels,

C. Evans, Faber, Flowers, Hartnett, Jolivette, Kearns, McGregor, Redfern,
Reidelbach, Schmidt, Schneider, Skindell, J. Stewart, Willamowski

A BILL

To anend sections 1731.01, 1731.03, 3909.09, and
3909. 15, to enact new sections 3909.05 and 3927. 03
and section 3905.421, and to repeal sections
3909. 05 and 3927.03 of the Revised Code relative
to the appoi ntnment of agents by foreign insurance
conpani es doi ng business in Chio, vehicle
protection product warranties, and the sponsorship
of small enployer health care alliances by
organi zati ons conprised of health care providers

or insurance agents.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF OHIO:

Section 1. That sections 1731.01, 1731.03, 3909.09, and
3909. 15 be anended and new sections 3909.05 and 3927.03 and
section 3905.421 of the Revised Code be enacted to read as

foll ows:

Sec. 1731.01. As used in this chapter:

(A "Aliance" or "small enployer health care alliance" neans
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an existing or newmy created organi zati on that has been granted a
certificate of authority by the superintendent of insurance under
section 1731.021 of the Revised Code and that is either of the

fol |l ow ng:

(1) A chanber of conmerce, trade association, professional
organi zation, or any other organization that has all of the

follow ng characteristics:
(a) Is a nonprofit corporation or association;

(b) Has nenbers that include or are exclusively snal

enpl oyers;

(c) Sponsors or is part of a programto assist such snal
enpl oyer nmenbers to obtain coverage for their enpl oyees under one

or nore health benefit plans;

(d) +s Except as provided in division (A)(1)(e) of this

section, is not directly or indirectly controlled, through voting

menber ship, representation on its governing board, or otherwi se,
by any i nsurance conpany, person, firm or corporation that sells
i nsurance, any provider, or by persons who are officers, trustees,
or directors of such enterprises, or by any conbination of such

enterprises or persons.

(e) Division (A (1)(d) of this section does not apply to an

organi zation that is conprised of nenbers who are either insurance

agents or providers, that is controlled by the organi zation's

nenbers or by the organi zation itself, and that elects to offer

heal th i nsurance exclusively to any or all of the follownag:

(i) Enplovees and retirees of the organization;

(ii) Insurance agents and providers that are nenbers of the

organi zati on

(iii) Enployees and retirees of the agents or providers

specified in division (A (1)(e)(ii) of this section;
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(iv) Famlies and dependents of the enpl oyees, providers,

agents, and retirees specified in divisions (A (1)(e)(i).
(A (e)(ii), and (A(D)(e)(iii) of this section

(2) A nonprofit corporation controlled by one or nore

organi zations described in division (A (1) of this section.

(B) "Al'liance prograni or "alliance health care progrant
nmeans a program sponsored by a small enpl oyer health care alliance
that assists small enpl oyer nenbers of such snall enployer health
care alliance or any other small enployer health care alliance to
obtai n coverage for their enpl oyees under one or nore health
benefit plans, and that includes at |east one agreenent between a
smal | enpl oyer health care alliance and an insurer that contains
the insurer's agreenent to offer and sell one or nore health
benefit plans to such snall enployers and contains all of the

ot her features required under section 1731.04 of the Revised Code.

(O "Eligible enpl oyees, retirees, their dependents, and
nmenbers of their fanilies," as used together or separately, neans
the active enpl oyees of a small enployer, or retired forner
enpl oyees of a small enployer or predecessor firmor organization,
their dependents or nmenbers of their famlies, who are eligible

for coverage under the ternms of the applicable alliance program

(D "Enrolled small enployer” or "enrolled enployer" neans a
snmal | enpl oyer that has obtained coverage for its eligible

enpl oyees from an insurer under an alliance program

(E) "Health benefit plan" neans any hospital or nedical
expense policy of insurance or a health care plan provided by an
insurer, including a health insuring corporation plan, provided by
or through an insurer, or any conbination thereof. "Health benefit

pl an" does not include any of the follow ng:

(1) A policy covering only accident, credit, dental,

disability income, long-termcare, hospital indemity, nedicare
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suppl enent, specified di sease, or vision care, except where any of
the foregoing is offered as an addition, indorsenment, or rider to

a health benefit plan;

(2) Coverage issued as a supplenent to liability insurance,
i nsurance arising out of a workers' conpensation or simlar |aw,
aut onobi | e nedi cal - paynent insurance, or insurance under which
benefits are payable with or without regard to fault and which is
statutorily required to be contained in any liability insurance

policy or equival ent self-insurance;

(3) Coverage issued by a health insuring corporation

aut hori zed to offer supplenental health care services only.

(F) "Insurer" neans an insurance conpany authorized to do the
busi ness of sickness and accident insurance in this state or, for
the purposes of this chapter, a health insuring corporation

authorized to issue health care plans in this state.

(G "Participants" or "beneficiaries" nmeans those eligible
enpl oyees, retirees, their dependents, and nmenbers of their
famlies who are covered by health benefit plans provided by an

insurer to enrolled snmall enployers under an alliance program

(H "Provider" nmeans a hospital, urgent care facility,
nursi ng honme, physician, podiatrist, dentist, pharnacist,
chiropractor, certified registered nurse anesthetist, dietitian,
or other health care provider licensed by this state, or group of

such health care providers.

(1) "Qualified alliance progranmt nmeans an alliance program
under which health care benefits are provided to two thousand five

hundred or nore participants.

(J) "Small enployer,"” regardless of its definition in any
ot her chapter of the Revised Code, in this chapter neans an
enpl oyer that enpl oys no nore than one hundred fifty full-tine

enpl oyees, at least a majority of whom are enployed at |ocations
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within this state.
(1) For this purpose:

(a) Each entity that is controlled by, controls, or is under
conmmon control with, one or nore other entities shall, together

with such other entities, be considered to be a single enployer

(b) "Full-tinme enpl oyee"” neans a person who normally works at
| east twenty-five hours per week and at |east forty weeks per year

for the enpl oyer.

(c) An enployer will be treated as having one hundred fifty
or fewer full-tine enployees on any day if, during the prior
cal endar year or any twelve consecutive nmonths during the
twenty-four full nonths imediately preceding that day, the nean
nunber of full-tinme enpl oyees enpl oyed by the enpl oyer does not

exceed one hundred fifty.

(2) An enployer that qualifies as a small enployer for
pur poses of becoming an enrolled snall enployer continues to be
treated as a small enployer for purposes of this chapter until
such tine as it fails to nmeet the conditions described in division
(J)(1) of this section for any period of thirty-six consecutive
nmonths after first beconming an enrolled small enpl oyer, unless

earlier disqualified under the terns of the alliance program

Sec. 1731.03. (A) A small enployer health care alliance may

do any of the foll ow ng:

(1) Negotiate and enter into agreenents with one or nore
insurers for the insurers to offer and provi de one or nore health
benefit plans to small enpl oyers for their enployees and retirees,
and the dependents and nenbers of the fanmilies of such enpl oyees
and retirees, which coverage may be nade available to enrolled
smal | enpl oyers without regard to industrial, rating, or other

classifications anong the enrolled snmall enployers under an
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al liance program except as otherw se provided under the alliance
program and for the alliance to perform or contract with others
for the performance of, functions under or with respect to the

al | i ance program

(2) Contract with another alliance for the inclusion of the
smal | enpl oyer nmenbers of one in the alliance program of the

ot her;

(3) Provide or cause to be provided to snall enpl oyers
i nformati on concerning the availability, coverage, benefits,
prem uns, and other information regarding an alliance program and

pronote the alliance program

(4) Provide, or contract with others to provide, enrollnent,
record keeping, information, premumbilling, collection and

transmittal, and other services under an alliance program

(5) Receive reports and information fromthe insurer and
negotiate and enter into agreenents with respect to inspection and

audit of the books and records of the insurer;

(6) Provide services to and on behalf of an alliance program
sponsored by another alliance, including entering into an
agreenent described in division (B) of section 1731.01 of the

Revi sed Code on behalf of the other alliance;

(7) If it is a nonprofit corporation created under Chapter
1702. of the Revised Code, exercise all powers and authority of
such corporations under the laws of the state, or, if otherw se
constituted, exercise such powers and authority as apply to it
under the applicable laws, and its articles, regulations,

constitution, bylaws, or other relevant governing instrunents.

(B) A small enployer health care alliance is not and shal
not be regarded for any purpose of |aw as an insurer, an offeror
or seller of any insurance, a partner of or joint venturer wth

any insurer, an agent of, or solicitor for an agent of, or
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representative of, an insurer or an offeror or seller of any

i nsurance, an adjuster of clains, or a third-party adm ni strator,
and will not be liable under or by reason of any insurance
coverage or other health benefit plan provided or not provided by
any insurer or by reason of any conditions or restrictions on
eligibility or benefits under an alliance program or any insurance
or other health benefit plan provided under an alliance program or

by reason of the application of those conditions or restrictions.

(© The pronotion of an alliance program by an alliance or by
an insurer is not and shall not be regarded for any purpose of |aw

as the offer, solicitation, or sale of insurance.

(D)(1) No alliance shall adopt, inpose, or enforce nedica
underwiting rules for the purpose of determ ning whether an
alliance nenber is eligible to purchase a policy, contract, or
pl an of health insurance or health benefits fromany insurer in

connection with the alliance health care program

(2) No alliance shall reject any applicant for menbership in
the alliance based on the health status of the applicant's

enpl oyees or their dependents.

(3) Aviolation of division (D)(1) or (2) of this section is
deened to be an unfair and deceptive act or practice in the
busi ness of insurance under sections 3901.19 to 3901.26 of the
Revi sed Code.

(4) Nothing in division (D)(1) or (2) of this section shal
be construed as inhibiting or preventing an alliance from
adopting, inposing, and enforcing rules, conditions, lintations,
or restrictions that are based on factors other than the health
status of enployees or their dependents for the purpose of
determ ning whether a small enployer is eligible to becone a
menber of the alliance. Division (D)(1) of this section does not

apply to an insurer that sells health coverage to an alliance
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menber under an alliance health care program

(E) Health benefit plans offered and sold to alliance nenbers

that are small enpl oyers as defined in section 3924.01 of the
Revi sed Code are subject to sections 3924.01 to 3924. 14 of the
Revi sed Code.

(F) Any person who represents an alliance in bargai ning or

negoti ating a health benefit plan with an insurer shall disclose

to the governing board of the alliance any direct or indirect

financial relationship the person has or had during the past two

vears with the insurer.

Sec. 3905.421. (A) As used in this section

(1) "Incidental costs" nmeans the | osses and expenses

specified by a vehicle protection product warranty related to the

failure of a vehicle protection product to deter the theft of a

vehicle or facilitate the recovery of the vehicle after it has

been stolen. "lIncidental costs" may include, but are not |imted

to, insurance policy deductibles, rental vehicle charges, the

difference between the actual value of the stolen vehicle at the

time of the theft and the cost of a replacenent vehicle, sales

taxes, reqgistration fees, transaction fees, and nechani cal

i nspection fees.

(2) "Vehicle protection product” neans a vehicle protection

device, system or service that is installed on or applied to a

vehicle and that is designed to deter the theft of a vehicle or

facilitate the recovery of the vehicle after it has been stolen

"Vehicle protection product"” includes, but is not linmted to.

al arm systens., wi ndow etch products. body part marking products,

steering | ocks, pedal and ignition |ocks, fuel and ignition Kil

switches, and electronic, radio, and satellite tracking devices.

(3) "Warrantor of a vehicle protection product"” or
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"warrantor"” neans the person that is contractually obligated to

the warranty hol der under the terns of a vehicle protection

product warranty. "Warrantor" does not include an insurer

authorized or eligible to do business in this state.

(B) A vehicle protection product warranty issued by the

warrantor of a vehicle protection product does not constitute a

contract substantially anmpunting to insurance or its issuance the

busi ness of insurance under section 3905.42 of the Revi sed Code,

if both of the followi ng conditions are net:

(1) The warranty is limted to i ndemnifying the warranty

hol der for incidental costs caused by the failure of the vehicle

protection product to deter the theft of the vehicle or facilitate

the recovery of the vehicle after it has been stol en.

(2) The vehicle protection product warranty contains both of

the foll owi ng conspi cuous, written disclosures:

(a) "This vehicle protection product warranty is not subject

to the insurance |aws of this state, contained in Title XXXl X of
the Chio Revised Code."

(b) "This warranty may not include all of the benefits or

protections of an insurance policy that includes theft coverage

i ssued by an insurer authorized to do business in Chio."

Sec. 3909.05. (A Any life insurance conpany organi zed by act

of congress or under the | aws of another state of the United

States that transacts any business of insurance in this state

shall have and nmintain an agent. sonetinmes referred to as the

1

"statutory agent.," upon whom any process, notice, or denmand

required or permtted by law to be served upon a conpany nay be

served. The agent nmay be a natural person residing in this state

or may be a corporation holding a license under the laws of this

state that is authorized by its articles of incorporation to act
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as an agent and that nmintains a business address in this state. A

statutory agent need not be a |licensed insurance agent.

(B) The witten appointnent of an agent shall be in the form

the superintendent of insurance prescribes., which nmay include a

consent to service of process. The appointnent shall set forth the

nane_and conplete address of the agent. The agent shall reside or

nmai ntai n_a busi ness address within this state.

The superintendent shall keep a record of the foreign life

i nsurance conpani es transacting business in this state and the

nane _and address of their respective agents.

(G |If any agent dies. noves out of the state., or resiagns,

the conpany imedi ately shall appoint another agent and file with

the superintendent a witten appointnment as described in division

(B) of this section.

(D) If an agent changes the agent's address, the conpany or

agent i mediately shall notify the superintendent of the change.

and shall set forth the agent's new address, on a form prescribed

by the superintendent.

(E) An agent may resign by filing with the superintendent a

witten notice signed by the agent. The agent shall send a copy of

the notice to the conpany at the current or | ast known address of

the conpany's principal office prior to the date the notice is

filed with the superintendent. The notice shall set forth the

conpany's nane, the current or |ast known address of the conpany,

the nane and address of the agent. the resignation of the agent.

and a statenent that a copy of the notice has been sent to the

conpany and the date the copy was sent. The agent's authority

shall termnate thirty days after the notice is filed with the

superi nt endent.

(F) A conpany may revoke the appointnent of an agent by
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filing with the superintendent a witten appoi nt nent of another

agent and a statenent that the appointnent of the forner agent is

revoked. The authority of the agent whose appoi ntnent has been

revoked shall termnate thirty days after the notice is filed with

t he superi nt endent.

(G Any process, notice, or demand required or pernitted by

law to be served upon a conpany nmay be served by delivering a copy

of the process, notice, or denand to the agent of record at the

address appearing in the superintendent's records. If the agent

cannot be found, the agent no | onger has that address, or the

conpany has failed to maintain an agent as required by this

section, the party desiring that the process, notice, or denmand be

served, or its agent, may file with the superintendent an

affidavit stating that one of the foregoing conditions exists and

stating the nost recent address of the conpany that the party,

after diligent search, has been able to ascertain. Upon the filing

of the affidavit, service of process, notice, or denand may be

initiated upon the superintendent as the conpany's agent by

delivering two copies of the process. notice, or denand to the

superintendent. The superintendent shall qgive notice to the

conpany at its principal office as shown in the superintendent's

records or at the address set forth in the affidavit. The

superintendent shall give notice by reqular mail with a copy of

the process, notice, or demand encl osed. After the superintendent

has mail ed the appropriate docunents, service upon the conpany is

deened conpl et e.

(H) The superintendent shall keep a record of each process,

noti ce, and demand delivered to the superintendent under this

section or any other law of this state that authorizes service

upon the superintendent.

(1) This section does not linmt or affect the right to serve

any process, notice, or demand upon a conpany in any other manner
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permtted by | aw

(J) A conpany shall include a fee of five dollars with any

change of agent appoi ntnment or change of address. This division

does not apply to an agent appointnent filed with an origina

application for a certificate of authority.

(KN If a conpany fails to appoint or maintain an agent or to

notify the superintendent of an agent's change of address., the

superintendent shall fine the conpany not less than twenty-five

nor nore than two hundred dollars per violation, after the

superi ntendent has provided notice by certified nail and upon the

expiration of thirty days fromthe date of mailing or such further

tine as the superintendent allows. The superintendent may al so

charge a conpany a fifty-dollar fee for each tine the

superintendent is required to give notice to the conpany in

accordance with division (G of this section

(L) The superintendent shall pay all npneys collected by the

superintendent in accordance with this section into the state

treasury to the credit of the departnment of insurance operating

fund.

Sec. 3909.09. No person shall act in this state as agent, or
otherwi se, in receiving or procuring applications for life
i nsurance, nor in any manner aid in transacting the business of
any conpany, partnership, or association incorporated by or
organi zed under the laws of any foreign governnent, until such

company, partnership, or association conpletes the follow ng acts:

(A) Deposits with the superintendent of insurance, for the
benefit of policyhol ders of the conpany, partnership, or
associ ation, who are citizens or residents of the United States,
securities to the anbunt of one hundred thousand dollars, of the

kind required for simlar conpanies of this state;
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(B) Exeecutes—a—waiver—as—provided—in Appoints a statutory
agent _in accordance with section 3909.05 of the Revised Code;
(0 . . I . i

a a a a¥a aVaaa a a N a¥a¥a a aoan aValERVY aVaVaa N a

B Files with the superintendent a certified copy of its
charter, or deed of settlenent, and a duplicate original copy of
the letter or power of attorney of the conpany, partnership, or
associ ation, appointing the attorney thereof, which appoi ntnent

shall continue until another attorney is substituted.

Sec. 3909.15. If a conpany, partnership, or association,
organi zed under the laws of any other state or governnent, ceases

to do transact the business of life insurance in this state

according to | aw, iH—shall—appoint—in—thermanner—provi-ded—in
sections—3909 01 to0 390917 inclusive—of the Revised Code—in

Page 13

353
354

355
356
357

358
359
360
361
362

363
364
365
366
367
368
369
370
371
372
373
374

375
376
377
378
379
380
381
382
383



Sub. H. B. No. 137
As Reported by the Senate Insurance, Commerce and Labor Committee

. . . on.
H—anry—suech—compamy—partnership—er—assectat+on—ceases—to
transactbusinessinthis state accordingtotaw- the agents

statutory agent |ast designated by or acting for it are is deened

to continue as agents agent for it, unless a new statutory agent

is appointed, for the purpose of serving process, and for

comrenci ng actions upon any policy or liability issued or
contracted while it transacted business in this state, and service
of process upon any such agent, for such causes, is a valid

servi ce upon the conpany, partnership, or association

This section does not Iimt or affect the right to serve any

process, notice, or denmand upon a conpany., partnership, or

association in any other manner permtted by | aw

Sec. 3927.03. (A) Any foreign insurance conpany that

transacts any business in this state shall have and maintain an

agent, sonmetines referred to as the "statutory agent.," upon whom

any process, notice, or demand required or pernitted by law to be

served upon a conpany nay be served. The agent nmay be a natura

person residing in this state or may be a corporation holding a

| i cense under the laws of this state that is authorized by its

articles of incorporation to act as an agent and that naintains a

busi ness address in this state. A statutory agent need not be a

| i censed insurance agent.

(B) The witten appointnent of an agent shall be in the form

the superintendent of insurance prescribes., which nay include a

consent to service of process. The appointnent shall set forth the

nane_and conplete address of the agent. The agent shall reside or

nmai ntain_a busi ness address within this state.

The superintendent shall keep a record of the foreiagn

i nsurance conpani es transacting business in this state and the
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nane and address of their respective agents.

(CQ |If any agent dies, noves out of the state, or resiqgns,

the conpany imedi ately shall appoint another agent and file with

the superintendent a witten appointnent as described in division

(B) of this section.

(D) If an agent changes the agent's address. the conpany or

agent imrediately shall notify the superintendent of the change,

and shall set forth the agent's new address, on a form prescribed

by the superintendent.

(E) An agent may resign by filing with the superintendent a

witten notice signed by the agent. The agent shall send a copy of

the notice to the conpany at the current or | ast known address of

the conpany's principal office prior to the date the notice is

filed with the superintendent. The notice shall set forth the

conpany's nane, the current or |ast known address of the conpany,

the nane and address of the agent, the resignation of the agent,

and a statenent that a copy of the notice has been sent to the

conpany and the date the copy was sent. The agent's authority

shall terminate thirty days after the notice is filed with the

superi nt endent.

(F) A conmpany may revoke the appointnent of an agent by

filing with the superintendent a witten appoi nt nent of another

agent and a statenent that the appointnent of the forner agent is

revoked. The authority of the agent whose appoi ntnent has been

revoked shall termnate thirty days after the notice is filed with

t he superint endent.

(G Any process, notice, or demand required or pernitted by

law to be served upon a conpany nmay be served by delivering a copy

of the process, notice, or denand to the agent of record at the

address appearing in the superintendent's records. If the agent

cannot be found, the agent no | onger has that address, or the
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conpany has failed to maintain an agent as required by this

section, the party desiring that the process, notice, or demand be

served, or its agent, may file with the superintendent an

affidavit stating that one of the foregoing conditions exists and

stating the nost recent address of the conpany that the party,

after diligent search, has been able to ascertain. Upon the filing

of the affidavit, service of process, notice, or demand may be

initiated upon the superintendent as the conpany's agent by

delivering two copies of the process, notice, or denand to the

superintendent. The superintendent shall qgive notice to the

conpany at its principal office as shown in the superintendent's

records or at the address set forth in the affidavit. The

superintendent shall give notice by regular nmail with a copy of

the process, notice, or demand encl osed. After the superintendent

has mail ed the appropriate docunents, service upon the conpany is

deened conpl et e.

(H The superintendent shall keep a record of each process,

noti ce, and demand delivered to the superintendent under this

section or any other law of this state that authorizes service

upon the superintendent.

(1) This section does not limt or affect the right to serve

any process, notice, or demand upon a conpany in_any other nmanner

permtted by | aw

(J) A conpany shall include a fee of five dollars with any

change of agent appoi nt nent or change of address. This division

does not apply to an agent appointnent filed with an origina

application for a certificate of authority.

(K) If a conpany fails to appoint or maintain an agent or to

notify the superintendent of an agent's change of address., the

superintendent shall fine the conpany not less than twenty-five

nor nore than two hundred dollars per violation, after the
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superi ntendent has provided notice by certified nmail and upon the

expiration of thirty days fromthe date of mmiling or such further

time as the superintendent allows. The superintendent may al so

charge a conpany a fifty-dollar fee for each tine the

superintendent is required to give notice to the conpany in

accordance with division (G of this section

(L) The superintendent shall pay all noneys collected by the

superintendent in accordance with this section into the state

treasury to the credit of the departnent of insurance operating

f und.

(M Any foreign insurance conpany transacting business in

this state by an agent consents that suit may be brought agai nst

it in the county where the property insured was situated, or was

i nsured, or the application for insurance taken.

(N) If a foreign insurance conpany ceases to do business in

this state according to | aw, the statutory agent | ast desi gnated

by or acting for it is deened to continue as agent for it, unless

a new statutory agent is appointed, for the purpose of serving

process, and for conmencing actions upon any policy or liability

i ssued or contracted while it transacted business in this state,

and service of process upon any such agent., for such causes., is a

valid service upon the conpany.

Section 2. That existing sections 1731.01, 1731.03, 3909. 09,
and 3909. 15 and sections 3909. 05 and 3927.03 of the Revi sed Code

are hereby repeal ed.

Section 3. An insurance conpany organi zed under the | aws of
any other state that was authorized to transact any business of
insurance in this state prior to the effective date of this

1

section shall appoint a "statutory agent,"” as required by this

act, no later than the later of the effective date of this section
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or sixty days after the Superintendent of Insurance issues a
bulletin specifying the nmethod by which the insurance conpany is

to appoint a statutory agent.

Section 4. Section 3905.421 of the Revised Code, as enacted
by this act, shall apply only in connection with vehicle
protection products sold or offered for sale in this state on or
after the effective date of this act. The enactnent of section
3905. 421 of the Revised Code does not inply that vehicle
protection products or vehicle protection product warranties were
or shoul d have been subject to regulation under Title XXXl X of the

Revi sed Code prior to the effective date of this act.
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