As Introduced

127th General Assembly
Regular Session H. B. No. 35
2007-2008

Representative Wolpert

Cosponsors: Representatives McGregor, J., Gibbs, Raussen

A BILL

To anend sections 3901.17 and 3905. 36 of the Revised
Code to decrease from5%to 1.4%the foreign

insurers tax rate.

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

Section 1. That sections 3901.17 and 3905.36 of the Revised

Code be amended to read as fol | ows:

Sec. 3901.17. (A) As used in this section:

(1) "Captive insurer"” has the meaning defined in section
3905. 36 of the Revised Code.

(2) "lInsurer"” includes, but is not limted to, any person
that is an affiliate of or affiliated with the insurer, as defined
in division (A) of section 3901.32 of the Revised Code, and any
person that is a subsidiary of the insurer as defined in division
(F) of section 3901.32 of the Revised Code.

(3) "Laws of this state relating to insurance" has the
meani ng defined in division (A)(1) of section 3901.04 of the
Revi sed Code.

(4) "Person" has the neaning defined in division (A of
section 3901. 19 of the Revised Code.
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(B) Any of the following acts in this state, effected by nai
or otherwi se, by any foreign or alien insurer not authorized to
transact business within this state, any nonresident person acting
on behal f of an insurer, or any nonresident insurance agent
subj ects the insurer, person, or agent to the exercise of personal
jurisdiction over the insurer, person, or agent to the extent
pernmitted by the constitutions of this state and of the United

St at es:

(1) Issuing or delivering contracts of insurance to residents
of this state or to corporations authorized to do busi ness

t herein;
(2) Making or proposing to make any insurance contracts;

(3) Soliciting, taking, or receiving any application for

i nsur ance;

(4) Receiving or collecting any prem um conm ssion
menbership fee, assessnent, dues, or other consideration for any

i nsurance contract or any part thereof;

(5) Dissenminating infornmation as to coverage or rates,
forwardi ng applications, inspecting risks, fixing rates,
investigating or adjusting clainms or |osses, or transacting any
matters subsequent to effecting a contract of insurance and

arising out of it;

(6) Doing any kind of business recognized as constituting the
doi ng of an insurance business under Title XXXI X of the Revised
Code or subject to regulation by the superintendent of insurance

under the laws of this state relating to insurance.

Any such act shall be considered to be the doing of an
i nsurance business in this state by such insurer, person, or agent
and shall be its agreenent that service of any | awful subpoena,
notice, order, or process is of the sane legal force and validity

as personal service of the subpoena, notice, order, or process in
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this state upon the insurer, person, or agent.

(O Service of process in judicial proceedings shall be as
provided by the Rules of G vil Procedure. Service in or out of
this state of notice, orders, or subpoenas in administrative
proceedi ngs before the superintendent shall be as provided in
section 3901. 04 of the Revised Code.

(D) Service of any notice, order, subpoena, or process in any
such action, suit, or proceeding shall, in addition to the manner
provided in division (C) of this section, be valid if served upon
any person within this state who, in this state on behalf of such

i nsurer, person, or agent is or has been:

(1) Soliciting, procuring, effecting, or negotiating for

i nsur ance;
(2) Making, issuing, or delivering any contract of insurance;

(3) Collecting or receiving any prem um nenbership fees,

assessnent, dues, or other consideration for insurance;

(4) Dissenminating infornmation as to coverage or rates,
forwardi ng applications, inspecting risks, fixing rates,
investigating or adjusting clainms or |osses, or transacting any
matters subsequent to effecting a contract of insurance and

arising out of it.

(E) Nothing in this section shall Iimt or abridge the right
to serve any subpoena, order, process, notice, or demand upon any

i nsurer, person, or agent in any other manner pernitted by | aw

(F) Every person investigating or adjusting any |loss or claim
under a policy of insurance not excepted under division (l) of
this section and i ssued by any such insurer and covering a subject
of insurance that was resident, located, or to be perforned in
this state at the tine of issuance shall imediately report the

policy to the superintendent.
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(G Each such insurer that does any of the acts set forth in
division (B) of this sectionin this state by nail or otherw se
shall be subject to a tax of five per cent on the gross preni uns,
nmenber ship fees, assessnents, dues, and other considerations
received on all contracts of insurance covering subjects of
i nsurance resident, located, or to be perfornmed within this state.
Such insurer shall annually, on or before the first day of July,
pay such tax to the treasurer of state, as calculated on a form
prescribed by the treasurer of state. If the tax is not paid when
due, the tax shall be increased by a penalty of twenty-five per
cent. An interest charge conputed as set forth in section 5725.221
of the Revised Code shall be nmade on the entire sumof the tax
plus penalty, which interest shall be conputed fromthe date the
tax is due until it is paid. The treasurer of state shal
determine and report all clains for penalties and interest
accruing under this section to the attorney general for

col | ection

For purposes of this division, paynment is considered nmade
when it is received by the treasurer of state, irrespective of any
United States postal service marking or other stanp or nark

i ndi cating the date on which the paynent nay have been nuil ed.

(H No contract of insurance effected in this state by nai

or otherwi se by any such insurer is enforceable by the insurer.
(1) This section does not apply to:

(1) Insurance obtained pursuant to sections 3905.30 to
3905. 36 of the Revised Code;

(2) The transaction of reinsurance by insurers;

(3) Transactions in this state involving a policy solicited,
written, and delivered outside this state covering only subjects
of insurance not resident, |ocated, or to be perfornmed in this

state at the time of issuance, provided such transactions are
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subsequent to the issuance of the policy;

(4) Transactions in this state involving a policy of group
life or group accident and sickness insurance solicited, witten,

and delivered outside this state;

(5) Transactions involving contracts of insurance
i ndependent|y procured through negotiations occurring entirely
outside this state which are reported to the superintendent and
with respect to which the tax provided by section 3905.36 of the
Revi sed Code is paid;

(6) An attorney at |aw acting on behalf of the attorney's

clients in the adjustnment of clains or |osses;

(7)  ded i divisi G ot _th on.

Any insurance conmpany underwriter issuing contracts of insurance
to enpl oyer insureds or contracts of insurance issued to an
enpl oyer insured. For purposes of this section, an "enpl oyer

insured" is an insured to whomall of the foll owing apply:

(a) The insured procures the insurance of any risk or risks
by use of the services of a full-tinme enployee acting as an
i nsurance nmanager or buyer or the services of a regularly and
continuously qualified insurance consultant. As used in division
(IY(7)(a) of this section, a "regularly and continuously qualified
i nsurance consultant"” does not include any person |icensed under
Chapt er 3905. of the Revised Code.

(b) The insured's aggregate annual preniunms for insurance on

all risks total at |east twenty-five thousand dollars; and
(c) The insured has at |east twenty-five full-tinme enpl oyees.
(8) Ccean narine insurance;

(9) Transactions involving policies issued by a captive

i nsur er.

Page 5

111

112
113
114

115
116
117
118
119

120
121

122
123
124
125
126

127
128
129
130
131
132
133

134
135

136
137

138
139



H. B. No. 35
As Introduced

Sec. 3905.36. (A) Except as provided in divisions (B) and (O
of this section, every insured association, conpany, corporation,
or other person that enters, directly or indirectly, into any
agreenents with any insurance conpany, association, individual,
firm underwiter, or H-eyd Lloyd' s, not authorized to do business
in this state, whereby the insured shall procure, continue, or
renew contracts of insurance covering subjects of insurance
resident, located, or to be perforned within this state, with such
unaut hori zed i nsurance conpany, association, individual, firm
underwiter, or Heyd Lloyd's, for which insurance there is a
gross prem um menbership fee, assessnent, dues, or other
consi deration charged or collected, shall annually, on or before
the thirty-first day of January, return to the superintendent of
i nsurance a statenment under oath showi ng the name and address of
the insured, nane and address of the insurer, subject of the
i nsurance, general description of the coverage, and anount of
gross premum fee, assessnent, dues, or other consideration for
such insurance for the preceding twelve-nonth period and shall at
the same tine pay to the treasurer of state a tax of f£v+e one and

four-tenths per cent of such gross prem um fee, assessnent, dues,

or other consideration, after a deduction for return premum if
any, as calculated on a formprescribed by the treasurer of state.
Al'l taxes collected under this section by the treasurer of state
shall be paid into the general revenue fund. If the tax is not
pai d when due, the tax shall be increased by a penalty of
twenty-five per cent. An interest charge conputed as set forth in
section 5725.221 of the Revised Code shall be nade on the entire
sum of the tax plus penalty, which interest shall be conputed from
the date the tax is due until it is paid. For purposes of this
section, paynment is considered made when it is received by the
treasurer of state, irrespective of any United States postal

service marking or other stanp or mark indicating the date on
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whi ch the paynent may have been nmail ed.
(B) This section does not apply to:

(1) Transactions in this state involving a policy solicited,
witten, and delivered outside this state covering only subjects
of insurance not resident, |ocated, or to be perfornmed in this
state at the tinme of issuance, provided such transactions are

subsequent to the issuance of the policy;

(2) Attorneys-at-law acting on behalf of their clients in the

adj ustment of clains or |osses;

(3) Transactions involving policies issued by a captive
insurer. For this purpose, a "captive insurer" means any of the

fol |l ow ng:

(a) An insurer owned by one or nore individuals or
organi zati ons, whose exclusive purpose is to insure risks of one
or nore of the parent organizations or individual owners and risks
of one or nore affiliates of the parent organizations or

i ndi vi dual owners;

(b) In the case of groups and associ ations, insurers owned by
the group or associ ati on whose exclusive purpose is to insure
ri sks of nmenbers of the group or association and affiliates of the

menber s;

(c) O her types of insurers, licensed and operated in
accordance with the captive insurance laws of their jurisdictions
of domicile and operated in a manner so as to self-insure risks of

their owners and i nsureds.

(4) Professional or nedical liability insurance procured by a

hospi tal organi zed under Chapter 3701. of the Revised Code.

(O In transactions that are subject to sections 3905.30 to
3905. 35 of the Revised Code, each person |icensed under section

3905. 30 of the Revised Code shall pay to the treasurer of state,
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on or before the thirty-first day of January of each year, fve

one and four-tenths per cent of the balance of the gross preni uns
charged for insurance placed or procured under the license after a
deduction for return prem uns, as reported on a form prescribed by
the treasurer of state. The tax shall be collected fromthe
insured by the surplus |ine broker who placed or procured the
policy of insurance at the time the policy is delivered to the
insured. No |icense issued under section 3905.30 of the Revised
Code shall be renewed until paynent is made. |If the tax is not
pai d when due, the tax shall be increased by a penalty of
twenty-five per cent. An interest charge conputed as set forth in
section 5725.221 of the Revised Code shall be nade on the entire
sum of the tax plus penalty, which interest shall be conmputed from
the date the tax is due until it is paid. For purposes of this
section, paynent is considered made when it is received by the
treasurer of state, irrespective of any United States postal
service marking or other stanp or mark indicating the date on

whi ch the paynment may have been nail ed.

Section 2. That existing sections 3901.17 and 3905.36 of the

Revi sed Code are hereby repeal ed.
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