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125th General Assembly
Regular Session Sub. S. B. No. 187
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Senators Nein, Robert Gardner, Armbruster, Schuler, Stivers, Mumper,
Padgett, Spada
Representatives D. Evans, G. Smith, Faber, Gibbs, Setzer, Martin, Sferra,

Wolpert, Koziura, Daniels, Barrett

ABILL

To anend sections 2505.02, 3915.02, 3915. 073,
3915. 14, 3937.25, 3937.26, and 3937.27 and to
enact sections 3937.28 and 3937.29 of the Revised
Code to adopt a new formula for determ ning the
m ni mum nonforfeiture value of an individua
deferred annuity, to require insurance conpanies
to obtain the Superintendent of Insurance's
approval prior to deferring the paynent of a cash

surrender benefit, to prohibit the delivery or use
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of an annuity contract and its rel ated
endorsenents for thirty days after the formof the
contract or endorsenent is filed with the
Superintendent, unless earlier approved by the
Superintendent, to allow i nmedi ate appeal s of
final orders of courts pertaining to the
constitutionality of provisions of Am Sub. S. B.
281 of the 124th CGeneral Assenbly, and to
differentiate provisions for the cancellation,
term nati on, and nonrenewal of policies of nedical
mal practi ce i nsurance from those provisions

regul ating other policies of insurance, and to
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Sub. S. B. No. 187

As Reported by the House Insurance Committee
amend the version of section 3915.073 of the
Revi sed Code as results fromthis act two years

after the act's effective date.

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

Section 1. That sections 2505.02, 3915.02, 3915.073, 3915. 14,
3937. 25, 3937.26, and 3937.27 be anended and sections 3937.28 and
3937.29 of the Revised Code be enacted to read as foll ows:

Sec. 2505.02. (A) As used in this section:

(1) "Substantial right" means a right that the United States
Constitution, the Chio Constitution, a statute, the comon |aw, or

a rule of procedure entitles a person to enforce or protect.

(2) "Special proceeding" neans an action or proceedi ng that
is specially created by statute and that prior to 1853 was not

denoted as an action at law or a suit in equity.

(3) "Provisional renedy" neans a proceeding ancillary to an
action, including, but not limted to, a proceeding for a
prelimnary injunction, attachment, discovery of privileged

matter, or suppression of evidence.

(B) An order is a final order that may be reviewed, affirmed,
nodi fi ed, or reversed, with or without retrial, when it is one of

the follow ng:

(1) An order that affects a substantial right in an action

that in effect determines the action and prevents a judgnent;

(2) An order that affects a substantial right nmade in a
speci al proceeding or upon a sunmary application in an action

after judgnent;

(3) An order that vacates or sets aside a judgnent or grants
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Sub. S. B. No. 187
As Reported by the House Insurance Committee

a new trial;

(4) An order that grants or denies a provisional renedy and

to which both of the follow ng apply:

(a) The order in effect determ nes the action with respect to
the provisional remedy and prevents a judgnment in the action in
favor of the appealing party with respect to the provisional

remedy.

(b) The appealing party would not be afforded a neani ngful or
ef fective renedy by an appeal followi ng final judgnent as to al

proceedi ngs, issues, clains, and parties in the action.

(5) An order that deternmines that an action may or nay not be

mai ntai ned as a class acti on_

(6) An order deternining the constitutionality of any changes

to the Revised Code made by Am Sub. S.B. 281 of the 124th genera

assenbly, including the amendment of sections 1751.67, 2117. 06,
2305.11, 2305.15, 2305.234, 2317.02, 2317.54, 2323.56, 2711.21,
2711.22, 2711.23, 2711.24, 2743.02, 2743.43, 2919.16, 3923. 63,
3923. 64, 3929. 71, 4705.15, and 5111.018, and the enactnent of
sections 2305.113, 2323.41, 2323.43, and 2323.55 of the Revised
Code.

(C When a court issues an order that vacates or sets aside a
judgnment or grants a new trial, the court, upon the request of
either party, shall state in the order the grounds upon which the

new trial is granted or the judgnent vacated or set aside.

(D) This section applies to and governs any action, including
an appeal, that is pending in any court on theeffective date of
this—arendrent July 22, 1998, and all clainms filed or actions
comrenced on or after the—effectivedateof thisanrendrent July

22, 1998, notw thstandi ng any provision of any prior statute or

rule of law of this state

Page 3

48

49
50

51
52
53
54

55
56
57

58
59

60
61
62
63
64
65
66
67

69
70
71

72
73
74
75
76
77



Sub. S. B. No. 187
As Reported by the House Insurance Committee

Sec. 3915.02. This chapter does not apply to annuities except
as provided in sections 3915. 051, 3915.073, 3915.14, and 3915.21
to 3915. 24 of the Revised Code, industrial policies except as
provi ded in sections 3915.07 and 3915. 071 of the Revised Code,

fraternal benefit societies, corporations or associations
operating on the assessnent plan, or corporations or associations
whi ch have been organi zed under sections 3919.01 to 3919. 19 of the
Revi sed Code, except corporations and associ ati ons which, as of
Sept enmber 28, 1933, have anended their articles of incorporation
under section 3919.13 of the Revised Code.

Sec. 3915.073. (A) This section shall be known as the

standard nonforfeiture law for individual deferred annuities.

(B) This section does not apply to any reinsurance, group
annuity purchased under a retirement plan or plan of deferred
conpensation established or maintai ned by an enployer, including a
partnership or sole proprietorship, or by an enpl oyee
organi zation, or by both, other than a plan providing individua
retirenent accounts or individual retirenent annuities under
section 408 of the Internal Revenue Code of 1954, 26 U. S.C A 408,
as anmended, premium deposit fund, variable annuity, investnent
annuity, imedi ate annuity, any deferred annuity contract after
annui ty paynments have comenced, or reversionary annuity, nor to
any contract which is delivered outside this state through an

agent or other representative of the conpany issuing the contract.

(O In the case of contracts issued on or after the operative
date of this section as defined in division (&(M of this
section, no contract of annuity, except as stated in division (B)
of this section,_ shall be delivered or issued for delivery in this

state unless + the contract contains in substance the follow ng

provi sions, or corresponding provisions that in the opinion of the
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superintendent of insurance are at |east as favorable to the

contractholder—udpon contract owners, relative to the cessation of

paynment of consideration under the contract:

(1) That upon cessation of payment of considerations under a

contract, or _upon the witten request of the contract owner. the

company w-H- shall grant a paid-up annuity benefit on a plan
stipulated in the contract of such value as is specified in
divisions (E), (F), (@, (H, and (J) of this section

(2) If a contract provides for a lunmp sumsettlenent at
maturity, or at any other time, that upon surrender of the
contract at or prior to the commencenent of any annuity paynents,
t he conpany wi-HH- shall pay in lieu of any paid-up annuity benefit
a cash surrender benefit of such anpbunt as is specified in
divisions (), (F), (H, and (J) of this section. The conpany
shal may reserve the right to defer the paynent of such cash

surrender benefit for a period ef not to exceed six nonths after

demand therefor with surrender of the contract. The deferral is

conti ngent _upon the conpany's convevance of a witten request for

the deferral to the superintendent and the conmpany's receipt of

witten approval fromthe superintendent for the deferral. The

request shall address the necessity and equitability to al

contract owners of the deferral

(3) A statenent of the nortality table, if any, and interest
rates used in calculating any mni num pai d-up annuity, cash
surrender, or death benefits that are guaranteed under the
contract, together with sufficient information to determnine the

amount s of such benefits;

(4) A statenent that any paid-up annuity, cash surrender, or
death benefits that may be avail abl e under the contract are not
| ess than the mnimum benefits required by any statute of the
state in which the contract is delivered and an expl anation of the

manner in which such benefits are altered by the existence of any
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addi tional anounts credited by the conpany to the contract, any
i ndebt edness to the conpany on the contract, or any prior

wi thdrawal s fromor partial surrenders of the contract.

Not wi t hst andi ng the requirenments of this section, any
deferred annuity contract may provide that if no considerations
have been received under a contract for a period of two full years
and the portion of the paid-up annuity benefit at maturity on the
plan stipulated in the contract arising from considerations paid
prior to such period would be | ess than twenty dollars nonthly,
the conpany nmay at its option termnminate such contract by paynent
in cash of the then present value of such portion of the paid-up
annuity benefit, calculated on the basis of the nortality table,
if any, and interest rate specified in the contract for
determ ning the paid-up annuity benefit, and by such paynent shal

be relieved of any further obligation under such contract.

(D) The m ni mum val ues as specified in divisions (E), (F),
(9, (H, and (J) of this section of any paid-up annuity, cash
surrender, or death benefits avail able under an annuity contract
shall be based upon mi ni mum nonforfeiture anbunts as defined in

divisions (D) (1), (2), and (3) or divisions (D)(4)., (5. (6). and
(7) of this section.

(1) Wth respect to contracts providing for flexible
consi derations, the mninmum nonforfeiture amount at any tinme at or
prior to the conmmencenent of any annuity paynents shall be equal
to an accurul ation up to such tine at a rate of interest of three

one and one-half per cent per annum of percentages of the net

consi derations, as defined in division (D)(1) of this section,

paid prior to such tine, decreased by the sum of:

(a) Any prior withdrawals fromor partial surrenders of the
contract accunulated at a rate of interest of three one and

one-half per cent per annum and
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(b) The anount of any indebtedness to the conpany on the
contract, including interest due and accrued; and increased by any
exi sting additional anmounts credited by the conpany to the

contract.

The net considerations for a given contract year used to
define the mni mum nonforfeiture amount shall be an ampbunt not
| ess than zero and shall be equal to the correspondi ng gross
consi derations credited to the contract during that contract year
| ess an annual contract charge of thirty dollars and | ess a
coll ection charge of one dollar and twenty-five cents per
consideration credited to the contract during that contract year.
The percentages of net considerations shall be sixty-five per cent
of the net consideration for the first contract year and
ei ghty-seven and one-half per cent of the net considerations for
the second and | ater contract years. Notwithstanding the
provi sions of the precedi ng sentence, the percentage shall be
sixty-five per cent of the portion of the total net consideration
for any renewal contract year that exceeds by not nore than two
times the sum of those portions of the net considerations in all
prior contract years for which the percentage was sixty-five per

cent.

(2) Wth respect to contracts providing for fixed schedul ed

consi derations, mninmm nonforfeiture amounts shall be cal cul at ed
on the assunption that considerations are paid annually in advance
and shall be defined as for contracts with flexible considerations

which are paid annually with two exceptions:
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(a) The portion of the net consideration for the first
contract year to be accunul ated shall be the sum of sixty-five per
cent of the net consideration for the first contract year plus
twenty-two and one-half per cent of the excess of the net
consi deration for the first contract year over the |lesser of the

net considerations for the second and third contract years;

(b) The annual contract charge shall be the | esser of (i)
thirty dollars or (ii) ten per cent of the gross annua

consi derati on.

(3) Wth respect to contracts providing for a single
consi deration, mininmmnonforfeiture anmobunts shall be defined as
for contracts with flexi ble considerations except that the
percent age of net consideration used to determnine the mnimum
nonforfeiture anmount shall be equal to ninety per cent and the net
consi deration shall be the gross consideration | ess a contract

charge of seventy-five dollars.

(4)(a) The nini mum nonforfeiture anount at any tinme at or

prior to the commencenent of any annuity paynents shall be equal

to an accunulation up to such tine at rates of interest determ ned

in accordance with division (D)(5) of this section of the net

consi derations, deternmined in accordance with division (D)(4)(b)

of this section, paid prior to such tine, decreased by the sum of:

(i) Any prior withdrawals fromor partial surrenders of the

contract, accunulated at rates of interest determned in

accordance with division (D)(5) of this section;

(ii) An annual contract charge of fifty dollars, accunul ated

at rates of interest deternmined in accordance with division (D)(5)

of this section;

(iii) Any premiumtax paid by the conpany for the contract,

accunul ated at rates of interest determ ned in accordance with

division (D) (5) of this section;
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(iv) The ampunt of any indebtedness to the conpany on the

contract, including interest due and accrued.

(b) The net considerations for a given contract vyear used to

define the minimumnonforfeiture anount shall be an anpunt equal

to eighty-seven and one-half per cent of the gross considerations

credited to the contract during that contract year

(5)(a) The interest rate used in deternining nininmum

nonforfeiture anounts under divisions (D)(4) to (D) (7) of this

section shall be an annual rate of interest determ ned as the

| esser of three per cent per annumor the follow ng, which shal

be specified in the contract if the interest rate will be reset:

(i) The five-year constant maturity treasury rate reported by

the federal reserve as of a date or an average over a period,

rounded to the nearest one-twentieth of one per cent, specified in

the contract, no |longer than fifteen nonths prior to the contract

i ssue date or the redeternination date specified in division
(D)(5)(b) of this section

(ii) Reduced by one hundred twenty-five basis points;

(iii) Were the resulting interest rate shall not be |ess

than one per cent.

(b) The interest rate determ ned under division (D)(5)(a) of

this section shall apply for an initial period and may be

redeterm ned for additional periods. The redetermn nati on date,

basis and period, if any, shall be stated in the contract. The

basis is the date or average over a specified period that produces

the value of the five-yvear constant maturity treasury rate to be

used at each redetermnm nati on date.

(6) During the period or termthat a contract provides

substantive participation in an equity-indexed benefit, the

contract may provide for an increase in the reduction described in
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division (D)(5)(a)(ii) of this section by a maxi num of one hundred

basis points to reflect the value of the equity-indexed benefit.

The present value at the contract issue date, and at each

redeterm nation date thereafter, of the additional reduction shall

not exceed the market value of the benefit. The superintendent nay

require a denonstration that the present value of the additional

reducti on does not exceed the market value of the benefit. |If the

denpnstration is not acceptable to the superintendent, the

superintendent nmay disallowor limt the additional reduction

(7) The superintendent nmay adopt rules to inplenment division

(D) (6) of this section and to provide for further adjustments to

the calculation of minimumnonforfeiture anpbunts for contracts

that provide substantive participation in an equity-indexed

benefit and for other contracts for which the superintendent

deterni nes adjustnents are justified.

(E) Any paid-up annuity benefit avail able under a contract
shall be such that its present value on the date annuity paynents
are to commence is at |east equal to the mninmumnonforfeiture
amount on that date. Such present value shall be conputed using
the nortality table, if any, and the interest rate specified in
the contract for determning the m ninum pai d-up annuity benefits

guaranteed in the contract.

(F) For contracts which provide cash surrender benefits, such
cash surrender benefits available prior to maturity shall not be
| ess than the present value as of the date of surrender of that
portion of the maturity value of the paid-up annuity benefit that
woul d be provided under the contract at maturity arising from
considerations paid prior to the time of cash surrender reduced by
the anount appropriate to reflect any prior withdrawals from or
partial surrenders of the contract, such present val ue being
cal cul ated on the basis of an interest rate not nore than one per

cent higher than the interest rate specified in the contract for
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accunmul ating the net considerations to deternine such maturity

val ue, decreased by the amount of any indebtedness to the conpany
on the contract, including interest due and accrued, and increased
by any existing additional ampunts credited by the conpany to the
contract. In no event shall any cash surrender benefit be |ess
than the mininum nonforfeiture anount at that tinme. The death
benefit under such contracts shall be at |east equal to the cash

surrender benefit.

(G For contracts that do not provide cash surrender
benefits, the present value of any paid-up annuity benefit
avail able as a nonforfeiture option at any tinme prior to maturity
shall not be |l ess than the present value of that portion of the
maturity value of the paid-up annuity benefit provided under the
contract arising fromconsiderations paid prior to the tinme the
contract is surrendered in exchange for, or changed to, a deferred
pai d-up annuity, such present value being calculated for the
period prior to the maturity date on the basis of the interest
rate specified in the contract for accumnul ati ng the net
consi derations to deternmi ne such maturity value, and increased by
any existing additional anmpunts credited by the conpany to the
contract. For contracts that do not provide any death benefits
prior to the commencenent of any annuity paynents, such present
val ues shall be calculated on the basis of such interest rate and
the nortality table specified in the contract for determning the
maturity val ue of the paid-up annuity benefit. However, in no
event shall the present value of a paid-up annuity benefit be |ess

than the m ni mum nonforfeiture anount at that tine.

(H) For the purpose of determining the benefits cal cul at ed
under divisions (F) and (G of this section, in the case of
annuity contracts under which an el ection nay be nade to have
annuity payments commence at optional maturity dates, the maturity

date shall be deenmed to be the |atest date for which el ection
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shall be permitted by the contract, but shall not be deened to be
| ater than the anniversary of the contract next follow ng the
annui tant's seventieth birthday or the tenth anniversary of the

contract, whichever is |ater.

(1) Any contract that does not provide cash surrender
benefits or does not provide death benefits at |east equal to the
m ni nrum nonforfeiture anount prior to the comencenent of any
annuity paynments shall include a statenment in a pronminent place in

the contract that such benefits are not provided.

(J) Any paid-up annuity, cash surrender, or death benefits
avail able at any tine, other than on the contract anniversary
under any contract with fixed schedul ed consi derations, shall be
calculated with allowance for the |apse of tinme and the paynent of
any schedul ed consi derati ons beyond the begi nning of the contract
year in which cessation of paynent of considerations under the

contract occurs.

(K) For any contract that provides, within the same contract
by rider or supplemental contract provision, both annuity benefits
and Iife insurance benefits that are in excess of the greater of
cash surrender benefits or a return of the gross considerations
wWth interest, the mnimmnonforfeiture benefit shall be equal to
the sum of the mninmumnonforfeiture benefits for the annuity
portion and the mni mum nonforfeiture benefits, if any, for the
life insurance portion conputed as if each portion were a separate
contract. Notw thstanding the provisions of divisions (E), (F),

(9, (H, and (J) of this section, additional benefits payable
(1) I'n the event of total and permanent disability;

(2) As reversionary annuity or deferred reversionary annuity

benefits; or

(3) As other policy benefits additional to life insurance,

endowrent and annuity benefits, and considerations for all such
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addi tional benefits shall be disregarded in ascertaining the

nm ni nrum nonforfeiture anounts, paid-up annuity, cash surrender,

and death benefits that may be required by this section.

The inclusion of such additional benefits shall not be
required in any paid-up benefits, unless such additional benefits
separately woul d require mni mum nonforfeiture anounts, paid-up

annuity, cash surrender, and death benefits.

(V) , , , ,
, : . Ly wied o :

superintendent may adopt rules in accordance with Chapter 119. of

the Revised Code to inplenent this section.

(M Before the second anni versary of the effective date of

this anendnent, a conpany nmny elect to apply this section to

annuity contracts on a contract-formby-contract-form basis by
using either divisions (D)(1), (2), and (3) or divisions (D)(4).
(5). ()., and (7) of this section. Divisions (D)(1). (2). and (3)

of this section shall be repealed on the second anniversary date

of the effective date of this anmendnent.

Sec. 3915.14. (A No policy of life insurance, nor any
i ndorsenent, rider, or application which beconmes or is designed to
becone a part of any such policy, shall be delivered, issued for
delivery, or used in this state, or be issued by a |ife insurance
company organi zed under the laws of this state, until thirty days
after the formof said policy, indorsenent, rider, or application
has been filed with the superintendent of insurance, unless within
stueh that tinme the superintendent gives the bAsurer insurance

conmpany written approval for the use of sueh the form Vhen
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(B) No individual or group annuity policy or contract,

including, but not limted to, a guaranteed investnent contract,

deposit admi nistration contract, funding adgreenent, structured

settl enent agreenent, or simlar tyvpes, excluding those required

to be filed with the superintendent pursuant to section 3911.011

of the Revised Code, and no certificate, endorsenent, rider, or

application which becones or is designed to becone a part of any

such policy, contract, or agreenent, shall be delivered, issued

for delivery, or used in this state, or be issued by a life

i nsurance conpany organi zed under the laws of this state, unti

thirty days after the formof said policy, contract, agreenent,

certificate, endorsenent, rider., or application has been filed

with the superintendent, unless within that tine the

superintendent gives the insurance conpany witten approval for

the use of the form

(C) When the superintendent finds within such thirty-day
period that the formfiled contains any | anguage which that is
prohi bited by any law of this state, including any rule of the
superintendent, or is inconsistent, ambiguous, m sleading,
deceptive, or likely to m slead an applicant or policyhol der, he
the superintendent shall give witten notice of such finding to

aRy—Asurer—whi-eh the insurance conpany that filed sueh the form
and thereafter i the insurance conpany shall not deliver, issue

for delivery, or use sueh the form

The superintendent's action is subject to review by any court

of conpetent jursdietion jurisdiction, subject to Chapter 119. of
the Revi sed Code.

Sec. 3937.25. (A) As used in sections 3937.25 to 3937.29 of

the Revised Code, "nedical nmalpractice insurance" neans i nsurance

coverage against the legal liability of the insured for |oss,

dannge, or expense arising froma nedical, optonetric, or
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chiropractic claim as those clains are defined in section
2305. 113 of the Revised Code.

(B) After a policy of comercial property insurance,
commercial fire insurance, or commercial casualty insurance other

than fidelity or surety bonds, nedical nalpractice insurance, and

aut onobil e i nsurance as defined in section 3937.30 of the Revised
Code, has been in effect for nore than ninety days, a notice of
cancel l ation for such policy shall not be issued by any licensed

insurer unless it is based on one of the follow ng grounds:
(1) Nonpaynent of prenium

(2) Discovery of fraud or material msrepresentation in the
procurenment of the insurance or with respect to any clains

subm tted thereunder

(3) Discovery of a noral hazard or willful or reckless acts
or omi ssions on the part of the named insured that increase any

hazard i nsured agai nst;

(4) The occurrence of a change in the individual risk which
substantially increases any hazard insured agai nst after insurance
coverage has been issued or renewed, except to the extent the
i nsurer reasonably shoul d have foreseen the change or contenpl ated

the risk in witing the contract;

(5) Loss of applicable reinsurance or a substantial decrease
in applicable reinsurance, if the superintendent has determ ned
that reasonable efforts have been nade to prevent the | oss of, or
substantial decrease in, the applicable reinsurance, or to obtain

repl acement cover age;

(6) Failure of an insured to correct material violations of
safety codes or to conply with reasonable witten | oss control

recomrendati ons;

(7) A determination by the superintendent of insurance that
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the continuation of the policy would create a condition that would

be hazardous to the policyhol ders or the public.

{B}(C) The notice of cancellation required by this section

nmust be in witing, be nailed to the insured at his the insured's

| ast known address, and contain all of the follow ng:
(1) The policy nunber;
(2) The date of the notice;
(3) The effective date of the cancellation;
(4) An explanation of the reason for cancellation.

Such notice of cancellation also shall be mailed to the

i nsured' s agent.

£S-(D) Except for nonpaynment of premium the effective date
of cancellation nust be no less than thirty days fromthe date of
mai ling the notice. Wen cancellation is for nonpaynent of
prem um the effective date of cancellation nust be no | ess than

ten days fromthe date of nmiling the notice.

{B-(E) Nothing in division (AR(B) of this section shall be
construed to prevent an insurer fromwiting a policy of
commerci al property insurance, conmercial fire insurance, or

commerci al casualty insurance other than nedical mal practice

i nsurance and autonobile i nsurance as defined in section 3937. 30

of the Revised Code for a period greater than one year and
providing in such policy that the insurer may issue a notice of
cancel l ation of such policy at least thirty days prior to an
anni versary of such policy, with the effective date of

cancel | ati on bei ng that anniversary.

The superintendent may prescribe that adequate disclosure be
made to the insured when a policy is issued for a termof nore

than one year

{E-(F) There is no liability on the part of, and no cause of
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action of any nature arises against, the superintendent of

i nsurance, any insurer, or any person furnishing information
requested by the superintendent, an insurer, the agent, enployee,
attorney, or other authorized representative of any such persons,
for any oral or witten statenment nade to supply information
relevant to a determination on cancellation of any policy of
comrerci al property insurance, commercial fire insurance, or
commercial casualty insurance other than fidelity or surety bonds,

nedi cal nml practice insurance, and autonobil e i nsurance as defi ned

in section 3937.30 of the Revised Code, or in connection with

advi sing an insured or his an insured' s attorney of the reasons

for a cancellation of such insurance, or in connection with any
adm ni strative or judicial proceeding arising out of or related to

such cancel | ati on

Sec. 3937.26. (A) An insurer nay refuse to renew a policy of
commerci al property insurance, conmercial fire insurance, or
commercial casualty insurance other than fidelity or surety bonds,

nedi cal nml practice insurance, and autonobil e i nsurance as defi ned

in section 3937.30 of the Revised Code, by mailing to the insured,

at his the insured's | ast known address, at least thirty days

prior to the date of the expiration date of the policy, a notice

of the insurer's intention not to renew the policy.
Such notice shall contain all of the foll ow ng:
(1) The policy nunber;
(2) The date of the notice;
(3) The expiration date of the policy.

Such notice of nonrenewal also shall be mailed to the

i nsured' s agent.

(B) If the notice of nonrenewal is nailed less than thirty

days before the expiration date of the policy, the insured's
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coverage then in effect remains in effect until thirty days after
the date of mailing the notice, unless the insured notifies the

insurer in witing that he the insured accepts the nonrenewal as

stated. The insurer shall notify the insured of the amount of the
premumfor the tinme after the expiration date that the coverage
may remain in effect, and the insured shall pay such prem um

unl ess he the insured accepts the stated nonrenewal. The prem um

nmust be calculated using the rates originally applicable to the

i nsured's coverage then in effect.

Sec. 3937.27. (A) An insurer who intends to condition renewal
of a policy of commercial property insurance, comercial fire
i nsurance, or comercial casualty insurance other than fidelity

and surety bonds, nedical mal practice insurance, and autonobile

i nsurance as defined in section 3937.30 of the Revised Code, upon
a substantial increase in premiumshall nail a notice of such
intention to the agent of record and to the insured, at his the

insured's | ast known address, at least thirty days prior to the

expiration date of the policy.

(B) If the notice is mailed less than thirty days before the
expiration date of the policy, the insured s coverage then in
effect remains in effect until thirty days after the date of
mai ling the notice. The insurer shall notify the insured of the
anmount of the premiumfor the tine after the expiration date that
the existing coverage nmay renain in effect, and the insured shal

pay such prem um unl ess he the insured notifies the insurer in

witing that he the insured does not want his the coverage then in
effect to be extended past the expiration date. The premn um nust
be calculated using the rates originally applicable to the

insured's coverage then in effect.

If the insured accepts the increased prem um such change is

effective imediately following the expiration of the insured's
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coverage then in effect.

Sec. 3937.28. (A A notice of cancellation of a policy of

nedi cal nml practice insurance shall not be issued by any |icensed

insurer unless it is based on one of the follow ng grounds:

(1) Nonpaynent of premnmi um

(2) Discovery of fraud or material nisrepresentation in the

procurenent of the insurance or with respect to any cl ai ns

subm tted thereunder;

(3) Discovery of a nmporal hazard or willful or reckless acts

or onissions on the part of the naned insured that increase any

hazard i nsured agai nst;

(4) The occurrence of a change in the individual risk that

substantially increases any hazard i nsured agai nst after insurance

coverage has been i ssued or renewed, except to the extent the

i nsurer_ reasonably should have foreseen the change or contenpl ated

the risk in witing the contract:

(5) Loss of applicable reinsurance or a substantial decrease

in applicable reinsurance, if the superintendent of insurance has

determ ned that reasonable efforts have been nade to prevent the

| oss of, or substantial decrease in, the applicable reinsurance,

or to obtain replacenent coverage;

(6) Failure of an insured to correct material violations of

safety codes or to conply with reasonable witten | oss control

recommendat i ons;

(7) A deternination by the superintendent that the

continuation of the policy wuld create a condition that would be

hazardous to the policyholders or the public.

(B) The notice of cancellation required by this section shal

be in witing, be nailed both to the insured at the insured' s | ast

known address and to the insured's agent, and contain all of the
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foll owi ng:

(1) The policy nunber:

(2) The date of the notice;

(3) The effective date of the cancell ation;

(4) An explanation of the grounds for cancell ation.

(C) Except when cancellation is for nonpaynent of prem um

the effective date of cancellation shall be not |ess than sixty

days fromthe date of mailing the notice. Wien cancellation is for

nonpaynment of premum the effective date of cancellation shall be

not less than ten days fromthe date of nmmiling the notice.

(D) Nothing in division (A of this section shall be

construed to prevent an insurer fromwiting a policy of nedica

nal practice insurance for a period greater than one year and

providing in such policy that the insurer nmay issue a notice of

cancel l ati on of such policy at |east sixty days prior to an

anni versary of such policy, with the effective date of

cancel lation being that anniversary.

The superintendent may prescribe that adequate disclosure be

nade to the insured when a policy is issued for a termof nore

than one year.

(E) There is no liability on the part of, and no cause of

action of any nature arises against, the superintendent, any

insurer, or any person furnishing information requested by the

superintendent or an insurer, or the agent, enpl oyee, attorney or

ot her authorized representative of any such persons, for any oral

or witten statenent nade to supply information relevant to a

determ nation on cancellation of any policy of nedical malpractice

i nsurance, or _in connection with advising an insured or the

insured's attorney of the grounds for a cancellation of such

i nsurance, or _in connection with any adm ni strative or judicial
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proceedi ng arising out of or related to such cancell ati on.

Sec. 3937.29. (A) An insurer that intends to cancel

terninate, or otherwise not renew all policies of nedica

nal practice insurance that it has issued to any class, type. or

specialty of practitioner, or that intends to cancel. terninate,

or otherwise not renew all policies of nedical mal practice

i nsurance in a specific geographic area, which may include the

state as a whole, shall file witten notice of its intended action

with the superintendent of insurance. These actions by an insurer

are not effective unless the witten notice is filed with the

superintendent within the following tine franes:

(1) At least one hundred eighty days prior to the insurer

acting to cancel, termnate, or otherw se not renew all policies

of nmedical nmlpractice insurance that the insurer has issued in

this state;

(2) At least one hundred twenty days prior to the insurer

acting to cancel, ternminate, or otherwi se not renew all policies

of nedical nml practice insurance for a specific class, type., or

specialty of practitioner or in a specific geographic area other

than this state as a whol e.

Witten notice also shall be filed with the superintendent at

| east one hundred twenty days prior to the insurer nmki ng changes

in its underwiting quidelines, if the effect of the changes wl |

be to cancel, ternmnate, or otherw se not renew all policies of

nedi cal nml practice insurance for a specific class, type., or

specialty of practitioner or in a specific geographic area other

than this state as a whol e.

(B The witten notice filed with the superintendent under

division (A of this section shall contain all of the foll ow ng

i nf ormati on:
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(1) The date of the notice;

(2) The nunber of insureds with policies that will be

cancell ed, term nated, or not renewed;

(3) The date that the insurer intends to cancel., termn nate,

or otherwise not renew all policies of nedical mal practice

i nsurance that the insurer has issued to any class, type, or

specialty of practitioner, or that the insurer intends to cancel,

term nate, or otherwise not renew all policies of nedica

nal practice insurance in a specific geographic area, including the

state as a whol e;

(4) The specific geographic area, if any:;:

(5) Any other information required by the superintendent.

(CQ An insurer that intends to condition renewal of a policy

of nmedical nmlpractice insurance upon an increase in premum shall

mail a notice of the insurer's intention to the agent of record

and to the insured at the insured's | ast known address at | east

sixty days prior to the expiration date of the policy.

(D) _An insurer may refuse to renew a policy of nedica

nal practice i nsurance by mailing a notice of the insurer's

intention to the agent of record and to the insured at the

insured's |last known address at | east sixty days prior to the

expiration date of the policy. The notice mail ed under this

division shall contain all of the foll ow ng informtion

(1) The policy nunber:

(2) The date of the notice:

(3) The expiration date of the policy:

(4) An explanation of the grounds for nonrenewal .

(E) If the notice reaquired by divisions (€ and (D) of this

section is mailed less than sixty days before the expiration date
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of the policy, the insured' s coverage then in effect remains in

effect until sixty days after the date of mmiling the notice

unl ess either of the following is true:

(1) In the case of a prenmiumincrease, the insured accepts

the increased premium _ The change is then effective immediately

following the expiration of the insured's coverage then in effect.

(2) In the case of nonrenewal., the insured notifies the

insurer in witing that the insured accepts the nonrenewal as

st at ed.

(F) If the insured's coverage is extended beyond the original

expiration date of the policy as provided by division (E) of this

section, the premumfor the tine after the oriqginal expiration

date nust be calculated using the rates originally applicable to

the insured' s coverage then in effect. The insurer shall notify

the insured of the amount of the premumfor the tine after the

expiration of the insured's coverage then in effect. The insured

shall pay the preniumunless either of the following is true:

(1) In the case of a premiumincrease, the insured notifies

the insurer in witing that the insured does not want the coverage

then in effect to be extended past the expiration date.

(2) In the case of nonrenewal., the insured notifies the

insurer in witing that the insured accepts the nonrenewal as

st at ed.

Section 2. That existing sections 2505.02, 3915.02, 3915. 073,
3915. 14, 3937.25, 3937.26, and 3937.27 of the Revised Code are

her eby repeal ed.

Section 3. That section 3915.073 of the Revised Code as it

results fromSection 1 of this act be anended to read as foll ows:
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Sec. 3915.073. (A) This section shall be known as the

standard nonforfeiture | aw for individual deferred annuities.

(B) This section does not apply to any reinsurance, group
annuity purchased under a retirement plan or plan of deferred
conpensati on established or maintained by an enpl oyer, including a
partnership or sole proprietorship, or by an enpl oyee
organi zation, or by both, other than a plan providing individua
retirement accounts or individual retirenent annuities under
section 408 of the Internal Revenue Code of 1954, 26 U.S.C A 408,
as anended, premium deposit fund, variable annuity, investnent
annuity, inmediate annuity, any deferred annuity contract after
annuity paynents have commenced, or reversionary annuity, nor to
any contract which is delivered outside this state through an

agent or other representative of the conpany issuing the contract.

(O +pa—the—case—ofcontracts—issued—on—or—after—the—operative
date—ot—this—section—as—detinredin—division{M—of this section—
fe No contract of annuity, except as stated in division (B) of
this section, shall be delivered or issued for delivery in this
state unless the contract contains in substance the foll ow ng
provi sions, or corresponding provisions that in the opinion of the
superintendent of insurance are at |east as favorable to the
contract owners, relative to the cessation of paynent of

consi deration under the contract:

(1) That upon cessation of paynment of considerations under a
contract, or upon the witten request of the contract owner, the
company shall grant a paid-up annuity benefit on a plan stipul ated
in the contract of such value as is specified in divisions (E)

(P, (@, (H, and (J) of this section

(2) If a contract provides for a |lunp sum settl enent at
maturity, or at any other tinme, that upon surrender of the

contract at or prior to the commencenent of any annuity paynents,
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the conpany shall pay in lieu of any paid-up annuity benefit a
cash surrender benefit of such anmount as is specified in divisions
(B), (F, (H, and (J) of this section. The conpany may reserve
the right to defer the paynent of such cash surrender benefit for
a period not to exceed six nonths after denmand therefor with
surrender of the contract. The deferral is contingent upon the
conpany' s conveyance of a witten request for the deferral to the
superi ntendent and the conpany's receipt of witten approval from
the superintendent for the deferral. The request shall address the

necessity and equitability to all contract owners of the deferral

(3) A statenment of the nortality table, if any, and interest
rates used in cal culating any m ni num pai d-up annuity, cash
surrender, or death benefits that are guaranteed under the
contract, together with sufficient information to determ ne the

amount s of such benefits;

(4) A statenment that any paid-up annuity, cash surrender, or
death benefits that may be avail abl e under the contract are not
| ess than the mni mum benefits required by any statute of the
state in which the contract is delivered and an expl anation of the
manner in which such benefits are altered by the existence of any
addi ti onal amounts credited by the conpany to the contract, any
i ndebt edness to the conpany on the contract, or any prior

withdrawal s fromor partial surrenders of the contract.

Not wi t hst andi ng the requirenments of this section, any
deferred annuity contract may provide that if no considerations
have been received under a contract for a period of two full years
and the portion of the paid-up annuity benefit at maturity on the
plan stipulated in the contract arising fromconsiderations paid
prior to such period would be I ess than twenty dollars nonthly,
the conpany nmay at its option termnminate such contract by paynent
in cash of the then present value of such portion of the paid-up

annuity benefit, calculated on the basis of the nortality table,
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if any, and interest rate specified in the contract for

determ ning the paid-up annuity benefit, and by such paynent shal

be relieved of any further obligation under such contract.

(D) The m ni mum val ues as specified in divisions (E), (F),
(9, (H, and (J) of this section of any paid-up annuity, cash
surrender, or death benefits avail abl e under an annuity contract

shal | be based upon m ni num nonforfeiture amounts as defined in

H—ef this seetion division
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prior to the comrencenent of any annuity paynents shall be equal
to an accurnul ation up to such tine at rates of interest deternined
in accordance with division (D) 5-(2) of this section of the net
consi derations, determined in accordance with division
(D)E4(1)(b) of this section, paid prior to such tinme, decreased

by the sum of:

(i) Any prior withdrawals fromor partial surrenders of the
contract, accunulated at rates of interest determned in
accordance with division (D 5X(2) of this section;

(ii) An annual contract charge of fifty dollars, accunul ated

at rates of interest determned in accordance with division

(D) 653(2) of this section

(iii) Any premumtax paid by the conpany for the contract,
accunul ated at rates of interest determned in accordance with
di vision (D) {5}(2) of this section

(iv) The anpbunt of any indebtedness to the conpany on the

contract, including interest due and accrued.

(b) The net considerations for a given contract year used to
define the mini mum nonforfeiture amount shall be an anpbunt equa
to eighty-seven and one-half per cent of the gross considerations

credited to the contract during that contract year.

53(2)(a) The interest rate used in deternining mninmm
nonforfeiture anmounts under divisions (D -(1) to £A-(4) of this
section shall be an annual rate of interest determ ned as the
| esser of three per cent per annumor the foll owing, which shall

be specified in the contract if the interest rate will be reset:

(i) The five-year constant maturity treasury rate reported by
the federal reserve as of a date or an average over a period,
rounded to the nearest one-twentieth of one per cent, specified in
the contract, no longer than fifteen nonths prior to the contract

i ssue date or the redeternination date specified in division
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51(2)(b) of this section;

(ii) Reduced by one hundred twenty-five basis points;

(iii) Where the resulting interest rate shall not be |ess

t han one per cent.

(b) The interest rate determ ned under division (D)5)>-(2)(a)
of this section shall apply for an initial period and may be
redeterm ned for additional periods. The redeterm nation date,
basis and period, if any, shall be stated in the contract. The
basis is the date or average over a specified period that produces
the value of the five-year constant maturity treasury rate to be

used at each redeterm nati on date.

63(3) During the period or termthat a contract provides
substantative participation in an equity-indexed benefit, the
contract nmay provide for an increase in the reduction described in
division (D){5(2)(a)(ii) of this section by a maxi nrum of one
hundred basis points to reflect the value of the equity-indexed
benefit. The present value at the contract issue date, and at each
redeterm nation date thereafter, of the additional reduction shall
not exceed the market value of the benefit. The superintendent my
require a denonstration that the present value of the additiona
reducti on does not exceed the market value of the benefit. If the
denonstration is not acceptable to the superintendent, the

superintendent may disallow or linit the additional reduction

A-(4) The superintendent may adopt rules to inplenment
division (D) {6)}(3) of this section and to provide for further
adjustnments to the cal cul ati on of nminimum nonforfeiture anmounts
for contracts that provide substantive participation in an
equi ty-indexed benefit and for other contracts for which the

superintendent determ nes adjustnents are justified.

(E) Any paid-up annuity benefit avail able under a contract

shall be such that its present value on the date annuity paynents
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are to commence is at |east equal to the mninmum nonforfeiture
anount on that date. Such present value shall be conputed using
the nortality table, if any, and the interest rate specified in
the contract for determ ning the mininmm paid-up annuity benefits

guaranteed in the contract.

(F) For contracts which provide cash surrender benefits, such
cash surrender benefits available prior to maturity shall not be
| ess than the present value as of the date of surrender of that
portion of the maturity value of the paid-up annuity benefit that
woul d be provided under the contract at maturity arising from
considerations paid prior to the time of cash surrender reduced by
the anmount appropriate to reflect any prior withdrawals from or
partial surrenders of the contract, such present val ue being
calcul ated on the basis of an interest rate not nore than one per
cent higher than the interest rate specified in the contract for
accumul ating the net considerations to deternine such maturity
val ue, decreased by the amount of any indebtedness to the conpany
on the contract, including interest due and accrued, and increased
by any existing additional ampunts credited by the conpany to the
contract. In no event shall any cash surrender benefit be |ess
than the m ninum nonforfeiture anount at that tinme. The death
benefit under such contracts shall be at |east equal to the cash

surrender benefit.

(G For contracts that do not provide cash surrender
benefits, the present value of any paid-up annuity benefit
avail able as a nonforfeiture option at any tine prior to maturity
shall not be |l ess than the present value of that portion of the
maturity value of the paid-up annuity benefit provided under the
contract arising fromconsiderations paid prior to the tinme the
contract is surrendered in exchange for, or changed to, a deferred
pai d-up annuity, such present val ue being calculated for the

period prior to the maturity date on the basis of the interest
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rate specified in the contract for accumul ating the net

consi derations to determ ne such maturity value, and increased by
any existing additional anounts credited by the conpany to the
contract. For contracts that do not provide any death benefits
prior to the commencenent of any annuity paynents, such present
val ues shall be calculated on the basis of such interest rate and
the nortality table specified in the contract for determ ning the
maturity val ue of the paid-up annuity benefit. However, in no
event shall the present value of a paid-up annuity benefit be |ess

than the m ni mum nonforfeiture ampunt at that tine.

(H For the purpose of determining the benefits cal cul ated
under divisions (F) and (G of this section, in the case of
annuity contracts under which an el ection my be nade to have
annuity paynents conmence at optional maturity dates, the maturity
date shall be deened to be the |atest date for which election
shall be permitted by the contract, but shall not be deened to be
| ater than the anniversary of the contract next follow ng the
annuitant's seventieth birthday or the tenth anniversary of the

contract, whichever is |ater

(1) Any contract that does not provide cash surrender
benefits or does not provide death benefits at | east equal to the
m ni num nonforfeiture anount prior to the comencenent of any
annui ty paynments shall include a statenment in a pronminent place in

the contract that such benefits are not provided.

(J) Any paid-up annuity, cash surrender, or death benefits
avail able at any tine, other than on the contract anniversary
under any contract with fixed schedul ed consi derations, shall be
calculated with all owance for the |apse of tinme and the paynent of
any schedul ed consi derati ons beyond the begi nning of the contract
year in which cessation of paynent of considerations under the

contract occurs.

(K) For any contract that provides, within the sane contract
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by rider or supplenental contract provision, both annuity benefits
and Iife insurance benefits that are in excess of the greater of
cash surrender benefits or a return of the gross considerations
with interest, the mnimumnonforfeiture benefit shall be equal to
the sum of the m nimum nonforfeiture benefits for the annuity
portion and the m ni mum nonforfeiture benefits, if any, for the
life insurance portion conmputed as if each portion were a separate
contract. Notw thstanding the provisions of divisions (E), (F),

(9, (H, and (J) of this section, additional benefits payable:
(1) In the event of total and permanent disability;

(2) As reversionary annuity or deferred reversionary annuity

benefits; or

(3) As other policy benefits additional to life insurance,
endowrent and annuity benefits, and considerations for all such
addi tional benefits shall be disregarded in ascertaining the
m ni nrum nonforfeiture anounts, paid-up annuity, cash surrender,

and death benefits that may be required by this section.

The inclusion of such additional benefits shall not be
required in any paid-up benefits, unless such additional benefits
separately woul d require mni mum nonforfeiture anounts, paid-up

annuity, cash surrender, and death benefits.

(L) The superintendent nay adopt rules in accordance with

Chapter 119. of the Revised Code to inplenent this section.
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Section 4. That existing section 3915.073 of the Revised Code

as it results fromSection 1 of this act is hereby repeal ed.

Section 5. Sections 3 and 4 of this act shall take effect two

years after the effective date of this act.

Section 6. Section 3915.02 of the Revised Code is presented
in this act as a conposite of the section as anended by both Sub.
H B. 16 and Sub. S.B. 137 of the 119th CGeneral Assenbly. The
General Assenbly, applying the principle stated in division (B) of
section 1.52 of the Revised Code that anmendnents are to be
har noni zed i f reasonably capabl e of sinultaneous operation, finds
that the conposite is the resulting version of the section in
effect prior to the effective date of the section as presented in

this act.

Section 7. If any itemof law that constitutes the whol e or
part of a section of law contained in this act, or if any
application of any itemof |aw that constitutes the whole or part
of a section of law contained in this act, is held invalid, the
invalidity does not affect other itens of |aw or applications of
items of |law that can be given effect without the invalid item of
law or application. To this end, the itens of |aw of which the
sections contained in this act are conposed, and their

applications, are independent and severabl e.
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