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Senator Bacon
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ABILL

To anend sections 1751.25, 3901. 043, 3901. 045,

3901. 17, 3901.32, 3901. 321, 3901. 33, 3901. 34,

3901. 341, 3901.35, 3901.36, 3901.62, 3901.63,

3901. 64, 3903.72, 3903.721, 3903.83, 3907.14,

3913. 01, 3913. 34, 3915.04, 3915.071, 3915.072,
3921.21, 3925.08, 3939.01, and 3953.15, to anend,
for the purpose of adopting new section nunbers as
i ndi cated in parentheses, sections 3903.72

(3903. 723) and 3903. 721 (3903.724), to enact new
sections 3903.72 and 3903. 721 and sections

3901. 351, 3901.371, 3901.372, 3901.373, 3901. 374,
3901. 375, 3901.376, 3901.377, 3901.378, 3901.41
3901. 621, 3901. 631, 3903.722, 3903. 725, 3903. 726,
3903. 727, 3903. 728, 3903. 729, 3903. 7210,

3903. 7211, 3906.01 to 3906.15, and 3937.19, and to
repeal sections 3907.09, 3907.10, 3907.11, and
3907. 13 of the Revised Code to enact the |nsurance
Regul at ory Moderni zation Act to revise the

i nsurance |aws regarding alternative investnents,
hol di ng conpany systens, risk nmanagenent, reserves
kept for life insurance policies, autonated

transactions, reinsurance, and nergers and
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Sub. S. B. No. 140
As Reported by the Senate Insurance and Financial Institutions Committee

consol i dati ons.

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

Section 1. That sections 1751.25, 3901.043, 3901. 045,
3901. 17, 3901.32, 3901.321, 3901.33, 3901.34, 3901.341, 3901.35,
3901. 36, 3901.62, 3901.63, 3901.64, 3903.72, 3903.721, 3903. 83,
3907. 14, 3913.01, 3913. 34, 3915.04, 3915.071, 3915.072, 3921.21
3925. 08, 3939.01, and 3953. 15 be anended, sections 3903.72
(3903. 723) and 3903. 721 (3903.724) be anmended for the purpose of
adopting new section nunbers as indicated in parentheses, new
sections 3903. 72 and 3903. 721, and sections 3901. 351, 3901. 371,
3901. 372, 3901.373, 3901.374, 3901.375, 3901.376, 3901.377
3901. 378, 3901.41, 3901.621, 3901.631, 3903.722, 3903. 725,
3903. 726, 3903. 727, 3903.728, 3903.729, 3903.7210, 3903. 7211,
3906. 01, 3906. 02, 3906.03, 3906. 04, 3906.05, 3906.06, 3906.07,
3906. 08, 3906.09, 3906.10, 3906.11, 3906.12, 3906.13, 3906. 14,
3906. 15, and 3937.19 of the Revised Code be enacted to read as

foll ows:

Sec. 1751.25. Fhe (A) Except as provided in division (B) of

this section, the funds of a health insuring corporation shall be

invested only in securities or other investnents or assets that
constitute perm ssible investnents under section 1751.26 or
3925. 08 of the Revised Code.

(B) A health insuring corporation may seek perm ssion from

the superintendent of insurance to invest funds under Chapter

3906. of the Revised Code and may invest funds under that chapter

if such permi ssion is granted.

Sec. 3901.043. The superintendent of insurance may adopt
rules in accordance with Chapter 119. of the Revised Code to

establ i sh reasonabl e fees for any service or transaction perforned
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Sub. S. B. No. 140
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by the departnment of insurance pursuant to section 1751. 03,

3901. 321, 3901. 341, 3964+09—390/10—390411- 3907.12, 3911.011,
3913. 40, 3915.14, 3917.06, 3918.07, 3923.02, 3935.04, 3937.03, or
3953. 28 of the Revised Code or any provision in sections 3913.01
to 3913.23 or in Chapter 3905. of the Revised Code, if no fee is
ot herwi se provided under Title XVII or XXXI X of the Revised Code
for such service or transaction. Any fee collected pursuant to
those rules shall be paid into the state treasury to the credit of

the departnent of insurance operating fund.

Sec. 3901.045. (A) The superintendent of insurance may
recei ve docunents and information, including otherw se
confidential or privileged docunents and information, fromlocal,
state, federal, and international regulatory and | aw enforcenment
agencies, fromlocal, state, and federal prosecutors, and fromthe
nati onal association of insurance conm ssioners and its affiliates
and subsidiaries, provided that the superintendent nmintains as
confidential or privileged any docunent or information received
with notice or the understanding that the docunment or information
is confidential or privileged under the |aws of the jurisdiction

that is the source of the docunent or information.

(B) The superintendent nay al so recei ve docunents and
i nformati on, including otherwi se confidential or privileged
docunents and information, fromthe chief deputy rehabilitator,
the chief deputy liquidator, other deputy rehabilitators and
liquidators, and from any ot her person enployed by, or acting on
behal f of, the superintendent pursuant to Chapter 3901. or 3903.
of the Revised Code, provided that the superintendent maintains as
confidential or privileged any docurment or information received
with the notice or understanding that the docunent or information
is confidential or privileged, except that the superintendent may
share and di scl ose such a docunent or information when authorized

by ot her sections of the Revised Code.
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Sub. S. B. No. 140
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(© The superintendent has the authority to naintain as
confidential or privileged the docunents and information received

pursuant to this section

(D) The superintendent's authority to receive docunents and
i nformati on under this section, fromthe persons and subject to
the conditions listed in this section, is not limted in any way
by section 1751.19, 3901. 36, 3901.44, 3901.48, 3901.70, 3903.11
390372 3903. 722, 3903. 7211, 3903. 88, 3905.492, 3905.50, 3922.21
or 3999.36 of the Revised Code.

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

(1) "Captive insurer" has the sane nmeani hg defined as in
section 3905. 36 of the Revised Code.

(2) "Insurer" includes, but is not limted to, any person
that is an affiliate of or affiliated with the insurer, as defined
i n dindsion—{Arof section 3901.32 of the Revised Code, and any
person that is a subsidiary of the insurer as defined in divsion
{H—of section 3901.32 of the Revised Code.

(3) "Laws of this state relating to insurance" has the sane

nmeani ng definedindivision{A{—of as in section 3901. 04 of the
Revi sed Code.

(4) "Person" has the sane neani ng def-ned—in—division—{Ar—of
as in section 3901.19 of the Revised Code.

(5) "Honme state" has the sane nmeaning as in section 3905. 30
of the Revi sed Code.

(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
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Sub. S. B. No. 140
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permitted 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
nmenbership 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 clains 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 XXXl 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 agreenment 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

this state upon the insurer, person, or agent.

(C) Service of process in judicial proceedings shall be as
provided by the Rules of Civil Procedure. Service in or out of
this state of notice, orders, or subpoenas in admnistrative

proceedi ngs before the superintendent shall be as provided in
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section 3901.04 of the Revi sed 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 nmnenbership fees,

assessnent, dues, or other consideration for insurance;

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

arising out of it.

(E) Nothing in this section shall linmt 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 (1) of
this section and i ssued by any such insurer and covering a subject
of insurance that was resident, |ocated, or to be perfornmed in
this state at the tinme of issuance shall imediately report the

policy to the superintendent.

(G If this state is the hone state of the insured, each such
i nsurer that does any of the acts set forth in division (B) of
this section shall be subject to the requirenments of section
3905. 36 of the Revised Code.

(H No contract of insurance effected in this state by nai
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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 of group
life or group accident and sickness insurance solicited, witten,

and delivered outside this state;

(4) Transactions involving contracts of insurance
i ndependently procured through negotiations occurring entirely
outside this state which are reported and the tax is paid in

accordance with section 3905. 36 of the Revised Code;

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

clients in the adjustnent of clains or |osses;
(6) Ccean narine insurance;

(7) Transactions involving policies issued by a captive

i nsurer.

Sec. 3901.32. As used in sections 3901.32 to 3901.37 of the
Revi sed Code:

(A) "Affiliate of" or "affiliated with" a specific person
nmeans a person that, directly or indirectly, through one or nore
internediaries, controls, is controlled by, or is under comon

control with, the person specified.

(B) "Control," including "controlling," "controlled by," and
"under comon control with," neans the possession, direct or
indirect, of the power to direct or cause the direction of the
managenent and policies of a person, whether through the ownership
of voting securities, by contract other than a comrercial contract

for goods or nonmanagenent services, or otherw se, unless the
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power is the result of an official position with or corporate
office held by the person. Control shall be presuned to exist if
any person, directly or indirectly, owns, controls, holds with the
power to vote, or holds proxies representing, ten per cent or nore
of the voting securities of any other person. This presunption nay
be rebutted by a showi ng nade in the manner provided in division
(J) of section 3901.33 of the Revised Code that control does not
exi st in fact. The superintendent of insurance may determ ne,

after furnishing all persons in interest notice and opportunity to
be heard and maki ng specific findings of fact to support such
determ nation, that control exists in fact, notw thstanding the

absence of a presunption to that effect.

(C) "Enterprise risk" means any activity, circunstance,

event, or series of events involving one or nore affiliates of an

insurer that. if not renedied pronptly, is likely to have a

materially adverse effect on the financial condition or liquidity

of the insurer or its insurance hol di ng conpany system as a whol e.

"Enterprise risk" includes anything that would cause the insurer's

ri sk-based capital to fall into conpany action level as set forth

in section 3903.83 of the Revised Code or would cause the insurer

to be in a hazardous financial condition

(D) "lInsurance hol di ng conpany systent nmeans two or nore

affiliated persons, one or nore of which is an insurer.

B-(E) "Insurer" neans any person engaged in the business of
i nsurance, guaranty, or menbership, an inter-insurance exchange, a
nmutual or fraternal benefit society, or a health insuring

corporati on—exeeptihg. "Insurer” does not include any agency,

authority, or instrunmentality of the United States, its
possessions and territories, the Commonwealth of Puerto Rico, the
District of Colunbia, or a state or political subdivision of a

state.

E-(F) "Person" nmeans an individual, a corporation, a
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partnershi p, an association, a joint stock conpany, a trust, an
uni ncor porated organi zation, any simlar entity, or any

combi nation of the foregoing acting in concert.

(G "Subsidiary" of a specified personis an affiliate
controll ed by such person, directly or indirectly, through one or

nore i nternedi ari es.

{&-(H) "Voting security"” includes any security convertible

into or evidencing a right to acquire a voting security.

Sec. 3901.321. (A) For the purposes of this section

(1) "Acquiring party" means any person by whom or on whose

behal f a nmerger or other acquisition of control is to be effected.

(2) "Domestic insurer" includes any person controlling a
donestic insurer unless the person, as determned by the
superintendent of insurance, is either directly or through its
affiliates primarily engaged in business other than the business

of insurance.

(3) "Person" does not include any securities broker holding,
in the usual and customary broker's function, |ess than twenty per
cent of the voting securities of an insurance conpany or of any

person that controls an insurance conpany.

(B)(1) Subject to compliance with division (B)(2) of this
section, no person other than the issuer shall do any of the
following if, as a result, the person would, directly or
indirectly, including by neans of conversion or the exercise of

any right to acquire, be in control of a domestic insurer:

(a) Make a tender offer for any voting security of a donestic

i nsur er;

(b) Make a request or invitation for tenders of any voting

security of a domestic insurer;
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(c) Enter into any agreenent to exchange securities of a

donesti c insurer;

(d) Seek to acquire or acquire, in the open narket or

ot herwi se, any voting security of a donmestic insurer;

(e) Enter into an agreenent to nerge with, or otherwise to

acquire control of, a donestic insurer

(2)(a) No person shall engage in any transaction described in
division (B)(1) of this section, unless all of the follow ng

condi tions are net:

(i) The person has filed with the superintendent of insurance
a statenment containing the information required by division (C) of

this section;

(ii) The person has sent the statenent to the donestic

i nsur er;

(iii) The offer, request, invitation, agreenent, or
acqui sition has been approved by the superintendent in the nanner

provided in division (F) of this section.

(b) The requirenments of division (B)(2)(a) of this section
shall be net at the tine any offer, request, or invitation is
made, or any agreenent is entered into, or prior to the
acqui sition of the securities if no offer or agreenment is

i nvol ved.

(3) Any controlling person of a donestic insurer seeking to

divest its controlling interest in the donmestic insurer shall file

a confidential notice of its proposed divestiture with the

superintendent at least thirty days prior to the cessation of

control, and provide a copy of the confidential notice to the

insurer. The superintendent may require the person seeking to

divest the controlling interest to file for and obtai n approval of

the transaction. The information shall renmain confidential until
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the conclusion of the transaction unless the superintendent, in

the superintendent's discretion, determnes that the confidenti al

treatment will interfere with enforcenent of this section. |If the

statenent required by division (B)(2) of this section is otherw se

filed with the superintendent in relation to all parties that

acquire a controlling interest as a result of the divestiture,

this division shall not apply.

(CO The statenment required by division (B)(2) of this section
shall be made under oath or affirmation, and shall contain all of

the follow ng informtion:
(1) The nane and address of each acquiring party;

(2) If the acquiring party is an individual, the individual's
princi pal occupation and all offices and positions held during the
past five years, and any conviction of crimes other than m nor

traffic violations during the past ten years;

(3) If the acquiring party is not an individual, a report of
the nature of its business operations during the past five years
or for such | esser period as the acquiring party and any of its
predecessors shall have been in existence; an informative
description of the business intended to be done by the acquiring
party and the acquiring party's subsidiaries; and a list of all
i ndi vi dual s who are or who have been selected to becone directors
or executive officers of the acquiring party, who performor wll
perform functions appropriate to such positions. The |ist shal
i nclude for each individual the information required by division
(O (2) of this section

(4) The source, nature, and anount of the consideration used
or to be used in effecting the nerger or other acquisition of
control, a description of any transaction in which funds were or
are to be obtained for any such purpose, including any pledge of

the donestic insurer's stock, or the stock of any of its
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subsidiaries or controlling affiliates, and the identity of

persons furnishing such consideration;

(5) Fully audited financial information as to the earnings
and financial condition of each acquiring party for its preceding
five fiscal years, or for such |lesser period as the acquiring
party and any of its predecessors shall have been in existence,
and simlar unaudited information as of a date not earlier than

ninety days prior to the filing of the statenent;

(6) Any plans or proposals which each acquiring party may
have to |iquidate such donestic insurer, to sell its assets or
nerge or consolidate it with any person, or to nake any ot her
mat erial change in its business or corporate structure or

management ;

(7) The number of shares of any security of such issuer or
such controlling person that each acquiring party proposes to
acquire, and the terns of the offer, request, invitation,
agreenent, or acquisition, and a statenent as to the nethod by

whi ch the fairness of the proposal was determ ned;

(8) The amount of each class of any security of such issuer
or such controlling person which is beneficially owned or
concerning which there is a right to acquire beneficial ownership

by each acquiring party;

(9) A full description of any contracts, arrangenents, or
understandings with respect to any security of such issuer or such
controlling person in which any acquiring party is involved,
including but not Iimted to transfer of any of the securities,
joint ventures, |loan or option arrangenents, puts or calls,
guar ant ees of | oans, guarantees agai nst |oss or guarantees of
profits, division of |osses or profits, or the giving or
wi t hhol di ng of proxies. The description shall identify the persons

wi th whom such contracts, arrangenents, or understandi ngs have
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been nmade.

(10) A description of the purchase of any security of such
i ssuer or such controlling person during the year preceding the
filing of the statenent, by any acquiring party, including the
dat es of purchase, nanmes of the purchasers, and consideration paid

or agreed to be paid therefor

(11) A description of any recommendati ons to purchase any
security of such issuer or such controlling person made during the
year preceding the filing of the statenent, by any acquiring
party, or by anyone based upon interviews or at the suggestion of

the acquiring party;

(12) Copies of all tender offers for, requests, or
invitations for tenders of, exchange offers for, and agreenents to
acqui re or exchange any securities of such issuer or such
controlling person, and, if distributed, of additional

solicitation material relating thereto;

(13) The terns of any agreenent, contract, or understandi ng
nmade with or proposed to be made with any broker or dealer as to
solicitation of securities of such issuer or such controlling
person for tender, and the amobunt of any fees, conm ssions, or
ot her conpensation to be paid to brokers or dealers with regard

t hereto;

(14) Wth respect to proposed affiliations between depository
institutions or any affiliate thereof, within the nmeaning of Title
I, section 104(c) of the "Gramm Leach-Bliley Act," Pub. L. No.

106- 102, 113 Stat. 1338 (1999), and a donestic insurer, the

proposed effective date of the acquisition or change of control

(15) An agreenent by the person required to file the

statement required by division (B) of this section that the person

will provide the annual reqistration required by division (K) of

section 3901.33 of the Revised Code for so long as the person has
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control of the donestic insurer

(16) An acknow edgnent by the person required to file the

statenent required by division (B) of this section that the person

and all subsidiaries within the person's control in the insurance

hol di ng conpany systemw ||l provide information to the

superintendent upon request as necessary to evaluate enterprise

risk to the insurer

(17) Such additional information as the superintendent nay by
rul e prescribe as necessary or appropriate for the protection of

pol i cyhol ders of the donestic insurer or in the public interest.

(D)(1) If the person required to file the statement required
by division (B)(2) of this section is a partnership, linted
partnership, syndicate, or other group, the superintendent nay
require that the information required by division (C) of this
section be furnished with respect to each partner of such
partnership or linited partnership, each nenber of such syndicate
or group, and each person that controls such partner or nenber. |f
any such partner, nenber, or person is a corporation, or the
person required to file the statement is a corporation, the
superintendent may require that the information required by
division (C of this section be furnished with respect to the
corporation, each officer and director of the corporation, and
each person that is directly or indirectly the beneficial owner of
nore than ten per cent of the outstanding voting securities of the

cor porati on.

(2) If any material change occurs in the facts set forth in
the statenent required by division (B)(2) of this section, an
anendment setting forth such change, together with copies of al
docunents and other material relevant to the change, shall be
filed with the superintendent by the person subject to division
(B)(2) of this section and sent to the domestic insurer within two

busi ness days after such person |earns of the occurrence of the

Page 14

386

387
388
389
390
391
392

393
394
395

396
397
398
399
400
401
402
403
404
405
406
407
408
409
410

411
412
413
414
415
416
417



Sub. S. B. No. 140
As Reported by the Senate Insurance and Financial Institutions Committee

mat eri al change.

(E) If any offer, request, invitation, agreenent, or
acqui sition described in division (B)(1) of this section is
proposed to be nade by neans of a registration statenent under the
"Securities Act of 1933," 48 Stat. 74, 15 U.S.C.A 78a, or in
circunstances requiring the disclosure of simlar information
under the "Securities Exchange Act of 1934," 48 Stat. 881, 15
US. CA 78a, or under a state law requiring sinmlar registration
or disclosure, the person required to file the statenent required
by division (B)(2) of this section may use such docunents in

furnishing the information required by that statenent.

(F) (1) The superintendent shall approve any merger or other
acqui sition of control described in division (B)(1) of this
section unless, after a public hearing, the superintendent finds

that any of the follow ng apply:

(a) After the change of control, the donestic insurer would
not be able to satisfy the requirenents for the issuance of a
license to wite the line or lines of insurance for which it is

presently |icensed,;

(b) The effect of the nmerger or other acquisition of control
woul d be substantially to | essen conpetition in insurance in this

state or tend to create a nonopoly;

(c) The financial condition of any acquiring party is such as
n ght jeopardize the financial stability of the donestic insurer,

or prejudice the interests of its policyhol ders;

(d) The plans or proposals that the acquiring party has to
l'i qui date the donestic insurer, sell its assets, or consolidate or
nmerge it with any person, or to make any other material change in
its business or corporate structure or managenent, are unfair and
unreasonabl e to policyhol ders of the donmestic insurer and not in

the public interest;
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(e) The conpetence, experience, and integrity of those
persons that would control the operation of the donestic insurer
are such that it would not be in the interest of policyhol ders of
the donestic insurer and of the public to permt the nerger or

ot her acquisition of control

(f) The acquisition is likely to be hazardous or prejudicial

to the insurance-buying public.

(2)(a) Chapter 119. of the Revised Code, except for section
119. 09 of the Revised Code, applies to any hearing held under
division (F)(1) of this section, including the notice of the
hearing, the conduct of the hearing, the orders issued pursuant to
it, the review of the orders, and all other matters relating to
the hol ding of the hearing, but only to the extent that Chapter
119. of the Revised Code is not inconsistent or in conflict with

this section.

(b) The notice of a hearing required under this division
shall be transnmitted by personal service, certified nail, e-mail,
or any other method designed to ensure and confirmrecei pt of the
notice, to the persons and addresses designated to receive notices
and correspondence in the information statenment filed under
division (B)(2) of this section. Confirmation of receipt of the
notice, including electronic "Read Recei pt" confirmation, shal
constitute evidence of conpliance with the requirenent of this
section. The notice of hearing shall include the reasons for the
proposed action and a statement inform ng the acquiring party that
the party is entitled to a hearing. The notice also shall inform
the acquiring party that at the hearing the acquiring party may
appear in person, by attorney, or by such other representative as
is permtted to practice before the superintendent, or that the
acquiring party may present its position, argunents, or
contentions in witing, and that at the hearing the acquiring

party may present evidence and exani ne w tnesses appearing for and
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agai nst the acquiring party. A copy of the notice al so shall be
transnmtted to attorneys or other representatives of record

representing the acquiring party.

(c) The hearing shall be held at the offices of the
superintendent within ten cal endar days, but not earlier than
seven cal endar days, of the date of transm ssion of the notice of
hearing by any neans, unless it is postponed or continued; but in
no event shall the hearing be held unless notice is received at
| east three days prior to the hearing. The superintendent may
post pone or continue the hearing upon receipt of a witten request
by an acquiring party, or upon the superintendent's notion
provi ded, however, a hearing in connection with a proposed change
of control involving a depository institution or any affiliate
thereof, within the neaning of Title I, section 104(c) of the
"Gramm Leach-Bliley Act," Pub. L. No. 106-102, 113 Stat. 1338
(1999), and a donestic insurer, nmay be postponed or continued only
upon the request of an acquiring party, or upon the
superintendent's noti on when the acquiring party agrees in witing
to extend the sixty-day period provided for in section 104(c) of
the "Gamm Leach-Bliley Act," by a nunber of days equal to the

nunmber of days of such postponenent or continuance.

(d) For the purpose of conducting any hearing held under this
section, the superintendent may require the attendance of such
wi tnesses and the production of such books, records, and papers as
the superintendent desires, and nay take the depositions of
Wi tnesses residing within or without the state in the sanme manner
as is prescribed by law for the taking of depositions in civil
actions in the court of conmon pleas, and for that purpose the
superintendent may, and upon the request of an acquiring party
shal |, issue a subpoena for any w tnesses or a subpoena duces
tecumto conpel the production of any books, records, or papers,

directed to the sheriff of the county where such w tness resides
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or is found, which shall be served and returned in the same manner
as a subpoena in a crimnal case is served and returned. The fees
of the sheriff shall be the sanme as that allowed in the court of
common pleas in crimnal cases. Wtnesses shall be paid the fees
and m | eage provided for under section 119.094 of the Revised
Code. Fees and mil eage shall be paid fromthe fund in the state
treasury for the use of the superintendent in the sane nanner as
ot her expenses of the superintendent are paid. In any case of

di sobedi ence or negl ect of any subpoena served on any person or
the refusal of any witness to testify in any natter regarding
which the witness may lawfully be interrogated, the court of
common pleas of any county where such di sobedi ence, negl ect, or
refusal occurs or any judge thereof, on application by the
superintendent, shall conpel obedi ence by attachment proceedi ngs
for contenpt, as in the case of disobedience of the requirenments
of a subpoena issued fromthe court or a refusal to testify

t herein.

In any hearing held under this section, a record of the
testinony, as provi ded by stenographi c neans or by use of audio
el ectronic recording devices, as determ ned by the superintendent,
and ot her evidence submtted shall be taken at the expense of the
superintendent. The record shall include all of the testinony and
ot her evidence, and rulings on the adm ssibility thereof,

presented at the hearing.

The superintendent shall pass upon the adm ssibility of
evi dence, but a party to the proceedings may at that tinme object
to the rulings of the superintendent, and if the superintendent
refuses to adnit evidence, the party offering the evidence shal
proffer the evidence. The proffer shall be nade a part of the

record of the hearing.

In any hearing held under this section, the superintendent

may call any person to testify under oath as upon
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cross-exam nation. The superintendent, or any one del egated by the
superintendent to conduct a hearing, nay adm nister oaths or

affirmations.

In any hearing under this section, the superintendent may
appoi nt a hearing officer to conduct the hearing; the hearing
of ficer has the same powers and authority in conducting the
hearing as is granted to the superintendent. The hearing officer
shal | have been adnitted to the practice of lawin the state and
be possessed of any additional qualifications as the
superintendent requires. The hearing officer shall submt to the
superintendent a witten report setting forth the hearing
officer's finding of fact and conclusions of |aw and a
recommendati on of the action to be taken by the superintendent. A
copy of the witten report and recommendation shall, within seven
days of the date of filing thereof, be served upon the acquiring
party or the acquiring party's attorney or other representative of
record, by personal service, certified mail, e-mait electronic
mail, or any other nethod designed to ensure and confirmreceipt
of the report. The acquiring party may, within three days of
recei pt of the copy of the witten report and recomendation, file
with the superintendent witten objections to the report and
reconmendati on, which objections the superintendent shall consider
bef ore approvi ng, nodifying, or disapproving the reconmendati on.
The superintendent may grant extensions of tine to the acquiring
party within which to file such objections. No recommendati on of
the hearing officer shall be approved, nodified, or disapproved by
the superintendent until after three days follow ng the service of
the report and recommendation as provided in this section. The
superintendent may order additional testinony to be taken or
permit the introduction of further docunentary evidence. The
superi ntendent may approve, nodify, or disapprove the
reconmendati on of the hearing officer, and the order of the

superi ntendent based on the report, recommendation, transcript of

Page 19

545
546
547

548
549
550
551
552
553
554
555
556
557
558
559
560
561
562
563
564
565
566
567
568
569
570
571
572
573
574
575
576
577



Sub. S. B. No. 140
As Reported by the Senate Insurance and Financial Institutions Committee

testinony, and evidence, or the objections of the acquiring party,
and additional testinony and evidence shall have the same effect
as if the hearing had been conducted by the superintendent. No
such recomendation is final until confirnmed and approved by the
superintendent as indicated by the order entered in the record of
proceedi ngs, and if the superintendent nodifies or disapproves the
recomendati ons of the hearing officer, the reasons for the
nodi fi cati on or disapproval shall be included in the record of

proceedi ngs.

After the order is entered, the superintendent shall transmt
in the manner and by any of the nethods set forth in division
(F)(2)(b) of this section a certified copy of the order and a
statenent of the tinme and nethod by which an appeal nmay be
perfected. A copy of the order shall be nailed to the attorneys or

ot her representatives of record representing the acquiring party.

(e) An order of disapproval issued by the superintendent nay
be appealed to the court of common pleas of Franklin county by
filing a notice of appeal with the superintendent and a copy of
the notice of appeal with the court, within fifteen cal endar days
after the transmttal of the copy of the order of disapproval. The
noti ce of appeal shall set forth the order appealed fromand the
grounds for appeal, in accordance with section 119.12 of the
Revi sed Code.

(3) The superintendent nay retain at the acquiring party's
expense any attorneys, actuaries, accountants, and other experts
not otherwi se a part of the superintendent's staff as may be
reasonably necessary to assist the superintendent in review ng the

proposed acqui sition of control
(G This section does not apply to either of the foll ow ng:

(1) Any transaction that is subject to section 3967409~
3904103904211t —e+ 3921. 14, or sections 3925.27 to 3925. 31,
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3941.35 to 3941.46, or section 3953.19 of the Revised Code;

(2) Any offer, request, invitation, agreenment, or acquisition
that the superintendent by order exenpts fromthis section on

either of the foll owi ng bases:

(a) It has not been nade or entered into for the purpose and
does not have the effect of changing or influencing the control of

a donestic insurer;

(b) It is not otherwi se conprehended within the purposes of

this section.

(H) Nothing in this section or in any other section of Title
XXXI X of the Revised Code shall be construed to inpair the
authority of the attorney general to investigate or prosecute
actions under any state or federal antitrust law with respect to

any nerger or other acquisition involving donestic insurers.

(1) I'n connection with a proposed change of control involving
a depository institution or any affiliate thereof, within the
nmeani ng of Title I, section 104(c) of the "Gramm Leach-Blil ey
Act," Pub. L. No. 106-102, 113 Stat. 1338 (1999), and a donestic
insurer, not later than sixty days after the date of the
notification of the proposed change in control submtted pursuant
to division (B)(2) of this section, the superintendent shall make
any determnation that the person acquiring control of the insurer
shall maintain or restore the capital of the insurer to the |eve

required by the laws and regul ati ons of this state.

Sec. 3901.33. (A Every insurer that is authorized to do
business in this state and that is a nenber of an insurance
hol di ng conpany system shall register with the superintendent of
i nsurance, except a foreign insurer subject to disclosure
requi rements and standards adopted by statute or regulation in the

jurisdiction of its domicile that are substantially simlar to

Page 21

609

610
611
612

613
614
615

616
617

618
619
620
621
622

623
624
625
626
627
628
629
630
631
632

633
634
635
636
637
638



Sub. S. B. No. 140
As Reported by the Senate Insurance and Financial Institutions Committee

those contained in this section and section 3901. 341 of the

Revi sed Code. Every insurer that is subject to registration under
this section shall register initially not |ater than Decenber—31-
1971 orwthin thirty days after it becomes subject to

regi stration, whiechever—s—tater unless the superintendent for
good cause shown extends the tine for registration, and then
wWithin the extended tine, and every such insurer shall register
annual ly after its initial registration. The superintendent may
require any authorized insurer that is a nenber of a hol ding
conmpany systemthat is not subject to registration under this
section to furnish a copy of the registration statement or other
information filed by the insurance conmpany with the insurance

regul atory authority of domiciliary jurisdiction

(B) Every insurer subject to registration shall file a

registration statement with the superintendent on a formand in a

format provided by the superintendent, which shall contain current

informati on about all of the follow ng:

(1) The capital structure, general financial condition,
owner shi p, and managenent of the insurer and any person

controlling the insurer;

(2) The identity of every nenber of the insurance hol di ng

conmpany system

(3) The foll owing agreenents in force, relationships
subsi sting, and transactions currently outstandi ng between the

insurer and its affiliates:

(a) Loans, other investnents, or purchases, sales or
exchanges of securities of the affiliates by the insurer or of the

insurer by its affiliates;
(b) Purchases, sales, or exchanges of assets;

(c) Transactions not in the ordinary course of business;
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(d) Guarantees or undertakings for the benefit of an
affiliate that result in an actual contingent exposure of the
insurer's assets to liability, other than insurance contracts

entered into in the ordinary course of the insurer's business;

(e) Al nmanagenent and service contracts and all cost-sharing

arrangenents;
(f) Reinsurance agreenents;
(g) Dividends and other distributions to sharehol ders;
(h) Consolidated tax allocation agreenents.

(4) Any pledge of the insurer's stock, including stock of any
subsidiary or controlling affiliate, for a | oan nade to any nenber

of the insurance hol di ng conpany system

(5) Lf requested by the superintendent. financial statenents

of an insurance holding conpany system including all affiliates.

Fi nanci al statenents may include annual audited financi al

statenents filed with the United States securities and exchange

conmi ssion pursuant to the "Securities Act of 1933," 48 Stat. 74,
15 U.S.C._77a, or the "Securities Exchange Act of 1934," 48 Stat.

881, 15 U.S.C. 78a. The insurer mmy satisfy the request by

provi di ng the superintendent with the nost recently filed parent

corporation financial statenents that have been filed with the

securities and exchange conm Sssion.

(6) Oher matters concerning transactions between registered
insurers and any affiliates as may be included fromtinme to tinme
in any registration forns adopted or approved by the

superint endent ._

(7) Statenents that the insurer's or its ultimte controlling

person's board of directors oversees corporate governance and

internal controls and that the insurer's or its ultimte

controlling person's officers or senior nmanagenent have approved,
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i npl enent ed, and continue to maintain and nonitor corporate

governance and internal control procedures;

(8) Any other information required by the superintendent by

rule or reqgulation

(C Each registration statenent filed pursuant to division
(B) of this section shall summarize the information that has
changed fromthe prior registration statenent filed pursuant to

t hat di vi si on.

(D) No information need be disclosed on the registration
statenent filed pursuant to division (B) of this section if the
information is not naterial for the purposes of this section.

Unl ess the superintendent by rule, regulation, or order provides
ot herwi se, sal es, purchases, exchanges, |oans or extensions of
credit, or investnments involving one-half of one per cent or |ess
of an insurer's admtted assets as of the thirty-first day of
Decenber next preceding shall not be deened material for the

pur poses of this section.

(E) Each registered insurer shall keep current the
information required to be disclosed in its registration statenent
by reporting all material changes or additions on anmendnent forns
provi ded by the superintendent within fifteen days after the end

of the month in which it [ earns of each change or addition

(F) The superintendent shall termnate the registration of
any insurer that denonstrates that it no longer is a nmenber of an

i nsurance hol di ng conpany system

(G The superintendent nay require or allow two or nore
affiliated insurers subject to registration under this section to
file a consolidated registration statement or consolidated reports
anendi ng their consolidated registration statenent or their

i ndi vidual registration statenents.

(H) The superintendent nay allow an insurer that is
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authorized to do business in this state and that is part of an

i nsurance hol di ng conpany systemto regi ster on behal f of any
affiliated insurer that is required to register under division (A
of this section and to file all information and material required

to be filed under this section

(1) This section does not apply to any insurer, information,
or transaction if and to the extent that the superintendent by

rule, regulation, or order exenpts it fromthis section

(J) Any person may file with the superintendent a disclainer
of affiliation with any authorized insurer or such a disclainmer
may be filed by the insurer or any nmenber of an insurance hol ding
conmpany system The disclainer shall fully disclose all materia
rel ati onshi ps and bases for affiliation between the person and the
insurer as well as the basis for disclainmng the affiliation.

After a disclainer has been filed, the insurer shall be relieved
of any duty to register or report under this section which nay
arise out of the insurer's relationship with the person unless and
until the superintendent disallows the disclainer. The
superintendent shall disallow such a disclainmer only in the manner
provided in Chapter 119. of the Revised Code.

(K) The ultimate controlling person of every insurer subject

to registration under this section also shall file an annual

enterprise risk report. The report shall be appropriate to the

nature, scale, and conplexity of the operations of the insurance

hol di ng conpany system and shall. to the best of the ultinmate

controlling person's know edge and belief, identify the materi al

risks within the insurance hol ding conpany systemthat could pose

enterprise risk to the insurer. The ultimate controlling person

shall file the report with the |ead state commni ssi oner of the

i nsurance hol di ng conpany system as deterni ned by the procedures

within the financial analysis handbook adopted by the nati onal

association of insurance conmni SSioners.
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(L) The failure to file any registration statenent or any

amendnent thereto or enterprise risk report required by this

section within the tinme specified for the filing is a violation of

this section.

Sec. 3901.34. (A Mterial—transactions—byregistered
asurers—wi-th-their—affil+ates Transactions within an insurance

hol di ng _conpany systemto which an insurer subject to registration

is a party shall be subject to the foll owi ng standards:
(1) The ternms shall be fair and reasonabl e.

(2) Charges or fees for services performed shall be

reasonabl e.

(3) Expenses incurred and paynent received shall be allocated
to the insurer in conformty with customary insurance accounting

practices that are consistently appli ed.

(4) The books, accounts, and records of each party shall be
so naintained as to clearly and accurately discl ose the precise

nature and details of the transactions including such accounting

information as is necessary to support the reasonabl eness of the

charges or fees to the respective parties.

(5) The insurer's surplus as regards policyhol ders follow ng
any dividends or distributions to shareholder affiliates shall be
reasonable in relation to the insurer's outstanding liabilities

and adequate to its financial needs.

(6) Agreenents for cost-sharing services and nanagenent

services shall include such provisions as required by the

superintendent of insurance in rule or requlation.

(B) For the purposes of this section, in determ ning whether
an insurer's surplus as regards policyholders is reasonable in
relation to the insurer's outstanding liabilities and adequate to

its financial needs, the follow ng factors, anong others, nmay be
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consi der ed:

(1) The size of the insurer as nmeasured by its assets,
capital, surplus, reserves, premumwitings, insurance in force,

and ot her appropriate criteria;

(2) The extent to which the insurer's business is diversified

anong the several |ines of insurance;

(3) The number and size of risks insured in each |ine of

busi ness;

(4) The extent of the geographi cal dispersion of the

insurer's insured risks;

(5) The nature and extent of the insurer's reinsurance

progran

(6) The quality, diversification, and liquidity of the

insurer's investnent portfolio;

(7) The recent past and projected future trend in the size of

the insurer's surplus as regards policyhol ders;
(8) The adequacy of the insurer's reserves;

(9) The quality and liquidity of investments in subsidiaries.
The superintendent may di scount any such investnent or treat any
i nvestnent as a nonadnitted asset for purposes of deternining the
adequacy of surplus as regards policyhol ders whenever the

i nvestnent so warrants.

(10) The quality of the insurer's earnings and the extent to

whi ch the reported earnings include extraordinary itemns;

(11) The surplus as regards policyhol ders nai ntai ned by ot her
conmparabl e insurers in respect of the factors enunerated in this
di vi si on.

(© No insurer subject to registration under section 3901. 33

of the Revised Code shall pay any extraordinary dividend or mnake
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any other extraordinary distribution to its sharehol ders and the
decl aration of any such dividend or distribution shall be

condi tional and shall confer no rights upon sharehol ders until
thirty days after the superintendent has received notice of the
decl aration thereof and has not within the thirty-day period

di sapproved the dividend or distribution, or the superintendent
has approved the dividend or distribution within the thirty-day

peri od.

Prior to paying any dividend or distribution, the insurer
shall notify the superintendent on a form provided by the
superintendent for informational purposes within five business
days following its declaration of any dividend or distribution and
at |l east ten cal endar days prior to paynment of such dividend or
di stribution, such ten-cal endar-day period to be neasured fromthe

date of the superintendent's receipt of the notice.

For the purposes of this section, an extraordinary dividend
or distribution includes any dividend or distribution of cash or
ot her property, whose fair market value, together with that of
ot her dividends or distributions nade within the preceding twelve
nont hs, exceeds the greater of ten per cent of the insurer's
surplus as regards policyholders as of the thirty-first day of
Decenber next preceding, or the net incone of the insurer for the
twel ve-nonth period ending the thirty-first day of Decenber next
precedi ng, but shall not include pro rata distributions of any

class of the insurer's own securities.

Any dividend or distribution paid fromother than earned
surplus shall be considered an extraordinary dividend or
extraordinary distribution. For the purposes of this section,
"earned surplus” nmeans an anmount equal to an insurer's unassigned
funds as set forth in its nobst recent statutory financial
statenent submitted to the superintendent, including net

unreal i zed capital gains and | osses or reval uation of assets.
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Sec. 3901.341. (A No insurer subject to registration under
section 3901. 33 of the Revised Code shall enter into any of the
foll owing transactions with any person in its insurance hol ding

conmpany system__including anendnents or nodifications of affiliate

agreenents previously filed under this section that are subject to

the materiality standards contained in divisions (A (1) to (5) of

this section, until thirty days after the superintendent of

i nsurance has received, for his the superintendent's review,

witten notice of the insurer's intention to enter into the
transaction and if, during that period, the superintendent has not

di sapproved the proposed transaction._The notice for amendnents or

nodi fications shall include the reasons for the change and the

financial inpact on the donestic insurer. Infornmal notice shall be

reported to the superintendent within thirty days after

termnation of a previously filed agreenent. These requirenents

shall apply to all of the followi ng transactions:

(1) Any sale, purchase, exchange of assets, |oan, extension
of credit, guarantee, or investnent, if the transaction equals or
exceeds, with respect to insurers other than life insurers, the
| esser of three per cent of the insurer's admtted assets as of
the thirty-first day of Decenber next preceding or twenty-five per
cent of the insurer's surplus as regards policyholders as of the
thirty-first day of Decenber next preceding or, with respect to
life insurers, three per cent of the insurer's adnitted assets as

of the thirty-first day of Decenber next preceding;

(2) Any loan or extension of credit to any person that is not

an affiliate of the insurer, if both of the follow ng apply:

(a) The | oan or extension of credit equals or exceeds, wth
respect to insurers other than life insurers, the | esser of three
per cent of the insurer's adnmtted assets as of the thirty-first

day of Decenber next preceding or twenty-five per cent of the
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insurer's surplus as regards policyholders as of the thirty-first
day of Decenber next preceding or, with respect to life insurers,
three per cent of the insurer's admtted assets as of the

thirty-first day of Decenber next preceding.

(b) The insurer makes the |l oan or extends the credit with an
agreenent or understanding that the proceeds of the transaction,
in whole or in substantial part, are to be used to make | oans or
extend credit to, to purchase assets of, or to make investnents

in, any affiliate of the insurer.

(3) Reinsurance agreenents or nodifications ef——such

agreenents including all of the follow ng:

(a) Al new reinsurance pooling agreenents;

(b) Al reinsurance pooling agreenents in which a donestic

conpany is newly added;

(c) Agreenents in which the reinsurance prem um or the change

inthe insurer's liabilities, or the projected reinsurance prem um

or a change in the insurer's liabilities in any of the next three

years, equals or exceeds five per cent of the insurer's surplus as
regards policyholders as of the thirty-first day of Decenmber next
precedi ng. Brvisioen

Division (A)(3) of this section also applies to reinsurance
agreenents that may require as consideration the transfer of
assets froman insurer to a nonaffiliate, if the insurer and
nonaffiliate have an agreenment or understandi ng that any portion
of the assets will be transferred to one or nore affiliates of the

i nsur er.

(4) Al managenent agreenments, service contracts, tax

all ocations agreenents, and cost-sharing arrangenents;

(5) Any other material transaction that the superintendent,

pursuant to rules adopted in accordance with Chapter 119. of the
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Revi sed Code, deternines nmay render the insurer's surplus as
regards policyhol ders unreasonable in relation to the insurer's

outstanding liabilities and inadequate to its financial needs.

(B) In reviewing transactions under division (A) of this
section, the superintendent shall consider whether the terns of
the transaction are fair and reasonabl e and whet her the

transaction nay adversely affect the interests of policyhol ders.

(O Any transaction or agreenment described in division (A) of
this section that is not disapproved by the superintendent in
accordance with that division is effective as of the effective

date set forth in the notice required under this section

(D) The superintendent, pursuant to rules adopted in
accordance wi th Chapter 119. of the Revised Code, may designate
certain types of transactions that need not be submtted for
review under division (A of this section, if those transactions
woul d not have a significant inpact on the financial condition of

an insurer.

(E) A donestic insurer shall not enter into any transaction
described in division (A) of this section with nmenbers of its
i nsurance hol di ng conpany systemif the transaction is part of a
plan or series of simlar transactions and if the purpose of
entering into the separate transactions is to avoid the review
requi red under division (A of this section that would otherw se
occur. |If the superintendent deternmines that the insurer, within a
twel ve-nonth period, entered into those separate transactions for
that purpose, he the superintendent may take any action authorized
by section 3901. 37 of the Revised Code.

(F) A donestic insurer shall give witten notice to the
superintendent, within thirty days after making an investnent, if
the investnent is made in a corporation and the total investnent

in the corporation by the insurance hol di ng conpany system exceeds
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ten per cent of the voting securities of the corporation.

(G Nothing in division (A of this section shall be
construed to authorize or pernit any transaction that woul d

ot herwi se be contrary to | aw.

Sec. 3901.35. (A)(1) In addition to the powers which that the
superintendent has under sections 3901. 01 to 3901. 31,—nelusives
of the Revised Code, relating to the exam nation of insurers, the
superi ntendent of insurance, subject to sections 119.01 to 119. 13+
tnelusive of the Revised Code, shall also have the power to erder
exam ne any insurer registered under section 3901. 33 of the

Revi sed Code and its affiliates to ascertain the financial

condition of the insurer, including the enterprise risk to the

insurer by the ultimate controlling party, or by any entity or

conbi nation of entities within the insurance hol di ng conpany

system or by the insurance hol di ng conpany system on a

consol i dat ed basi s.

(2) The superintendent of insurance nmay order any insurer

regi stered under section 3901.33 of the Revised Code to produce

fer—examnatien such records, books, or other information papers
in the possession of the insurer and its affiliates as may be
reasonably necessary to ascertain—thefinancial—condi-tion—or

conpliance with sections 3901.32 to 3901. 37 of the Revised Code.

(3) To determ ne conpliance with sections 3901.32 to 3901. 37

of the Revised Code, the superintendent nmay order any insurer
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reqi stered under section 3901.33 of the Revised Code to produce

information not in the possession of the insurer if the insurer

can obtain access to such information pursuant to a contractua

rel ationship. statutory obligation. or other nethod. |If the

i nsurer _cannot obtain the information requested by the

superintendent, the insurer shall provide the superintendent a

detai |l ed expl anation of the reason that the insurer cannot obtain

the information and the identity of the holder of information.

Whenever it appears to the superintendent that the detailed

explanation is without nerit, the superintendent may require,

after notice and hearing, that the insurer pay a penalty of up to

five hundred dollars per day. or the superintendent may suspend or

revoke the insurer's license.

(B) The superintendent nay retain at the registered insurer's
expense such attorneys, actuaries, accountants, and other experts
not otherwi se a part of the superintendent's staff as shall be
reasonably necessary to assist in the conduct of the exami nation
under division (A) of this section. Any persons so retained shal
be under the direction and control of the superintendent and shall

act in a purely advisory capacity.

(C Each registered insurer producing for exam nation
records, books, and papers pursuant to division (A of this
section shall be liable for and shall pay the expense of such
exam nation in accordance with section 3901. 07 of the Revised
Code.

(D) If the insurer fails to conply with an order issued

pursuant to this section, the superintendent may exanine the

affiliates to obtain the informati on. The superintendent al so may

i ssue subpoenas, adm ni ster oaths, and exam ne under oath any

person for purposes of determ ning conpliance with this section.

Upon the failure or refusal of any person to obey a subpoena, the

superintendent nay petition the court of commpn pleas of Franklin
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county for an order conpelling the witness to appear and testify

or produce docunentary evidence. Failure to obey the court order

shall be puni shable as contenpt of court. A person who receives a

subpoena issued pursuant to this division shall appear as a

w tness at the place specified in the subpoena within the state.

The person is entitled to the sane fees and nil eage as a w tness

in a civil action in the court of common pleas. Any fees, m|l eage,

or actual expenses necessarily incurred in securing the attendance

of a witness and their testinpbny shall be item zed and charged

agai nst _the insurer bei ng exani ned.

Sec. 3901.351. (A) Wth respect to any insurer registered

under section 3901.33 of the Revised Code and in accordance with

division (€ of this section. the superintendent of insurance nay

participate in a supervisory college for any domestic insurer that

is part of an insurance hol di ng conpany systemw th international

operations in order to deterni ne conpliance by the insurer with
sections 3901.32 to 3901.37 of the Revised Code. |In participating,

the superintendent may do all of the foll ow ng:

(1) Initiate the establishnment of a supervisory coll ege;

(2) darify the nenbership and participation of other

supervisors in the supervisory college:

(3) darify the functions of the supervisory college and the

role of other requlators, including the establishnent of a

dar oup-wi de supervi sor

(4) Coordinate the ongoing activities of the supervisory

coll ege, including planning neetings, supervisory activities, and

processes for information sharing;

(5) Establish a crisis nanagenent pl an.

(B) Each reqgistered insurer subject to this section shall be

liable for and shall pay the reasonabl e expenses of the
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superintendent's participation in a supervisory college in

accordance with division (C of this section, including reasonable

travel expenses. The superintendent may establish a requl ar

assessnent _to the insurer for the paynent of these expenses. A

supervi sory coll ege nay be convened as either a tenmporary or

per manent forum for communi cati on and cooperation between the

requlators charged with the supervision of the insurer or its

affiliates.

(C) In order to assess the business strategy, financial

position, legal and regulatory position, risk exposure, risk

nanagenent . and gover nance processes, and as part of the

exam nation of individual insurers in accordance with section

3901. 35 of the Revised Code, the superintendent may participate in

a supervisory college with other requlators charged with

supervision of the insurer or its affiliates, including other

state, federal, and international requlatory agencies. The

superintendent may enter into adreenents in accordance with

section 3901.36 of the Revised Code that provide the basis for

cooperation between the superintendent and the other requlatory

agencies, and the activities of the supervisory colleqge.

(D) Nothing in this section shall delegate to the supervisory

coll ege the authority of the superintendent to requlate or

supervise the insurer or its affiliates within its jurisdiction.

(E) As used in this section, "supervisory college" neans a

forumfor cooperation and communi cati on between the invol ved

supervi sors established for the fundanental purpose of

facilitating all of the foll ow ng:

(1) The effectiveness of supervision of entities that bel ong

to an i nsurance group

(2) The supervision of the insurance group as a whole on a

gr oup-w de basi s;
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(3) Inproving the legal entity supervision of the entities

within the insurance group

Sec. 3901.36. (A A—infornation—docurents—and copies

thereof Docunents, materials, or other information in the

possession or control of the departnent of insurance that are

obt ai ned by or disclosed to the superintendent of insurance or any
ot her person in the course of an exami nation or investigation made
pursuant to section 3901. 35 of the Revised Code and al
i nformati on reported pursuant to section 3901. 33 of the Revised
Code shall be given confidential and privileged treatnent and
shall not be subject to section 149.43 of the Revised Code,
subpoena, or be-rade public by the superintendent—oranyother
person—

B " i i visi Ay ot thi on—t4

di scovery., and shall not be adnissible in evidence in any private

civil action. The superintendent wmray—do—any—of the following—

E el I | it : I I b
of this sectionuponobtaining shall not nmeke the docunents,

naterials, or other information public unless one of the follow ng

appli es:

(1) The superintendent uses the docunents, materials, or

other information in furtherance of any requlatory or |egal action

brought as a part of the superintendent's official duties.

(2) The superintendent has obtained the prior witten consent
from of the insurer to—whieh pertaining to the disclosure of the
docunments and, materials, or other information pertain of the

i nsur er.

2y Disel I Lt : I I i

. . . . .
approepriate (3) The superintendent, after giving the insurer and
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those affiliates that are the subject of the docunents and,
materials, or other information notice and an opportunity to be
heard in accordance with Chapter 119. of the Revised Code, iH—the

superintendent determines that the interests of policyhol ders,
sharehol ders, or the public will be served by the disclosures+

Code, in which case the superintendent may nmake di sclosures as the

superintendent considers appropriate.

(B) Neither the superintendent nor any person who receives

docunents, materials, or other information while acting under the

authority of the superintendent or with whom such docunents,

materials, or other information are shared pursuant to this

section shall be permtted or required to testify in any private

civil action concerning any confidential docunents, nmaterials., or

i nformation subject to division (A of this section.

(C) In order to assist in the performance of the

superintendent's duties under this section, the superintendent nay

do either of the foll ow nag:

(1) Share docunents, materials, or other informtion,

including the confidential and privileged docunents, materials, or

other information subject to division (A of this section with

other local, state, federal, and international regulatory and |aw
enf orcement agenci es, wi , . ,
anrd with the national associati on of insurance comm ssioners and

its affiliates and subsidiaries, and with nenbers of any

supervi sory col |l ege described in section 3901.351 of the Revised

Code, provided that the recipient agrees to naintain the

confidential or privileged status of the confidential or
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privil eged docurent docunents, materials, or other information and

has verified in witing the legal authority to do so-

section—3901 045 of the Revised Code. The superintendent may share

confidential and privil eged docunents, materials, or other

information reported pursuant to section 3901.33 of the Revised

Code only with superintendents of states having statutes or

requl ati ons substantially simlar to division (A of this section
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and who have agreed in witing not to disclose such information.

(2) Receive docunents, materials, or information, including

otherwi se confidential and privileged docunents, materials, or

information fromthe national association of insurance

conmi ssioners and its affiliates and subsidi aries and from

requl atory and | aw enforcenent officials of other foreign or

donestic jurisdictions. The superintendent shall maintain as

confidential or privileged any such docunent, material. or

information received with notice or the understanding that it is

confidential or privileged under the |aws of the jurisdiction that

is the source of the docunent, material. or infornmation

(D) The superintendent shall enter into witten agreenents

with the national association of insurance comm SSionersS governing

sharing and use of information provided pursuant to sections
3901.32 to 3901.37 of the Revised Code consistent with division

(C) of this section. The witten agreenents shall do all of the

foll owi ng:

(1) Specify procedures and protocols regarding the

confidentiality and security of information shared with the

nati onal association of insurance conni ssioners and its affiliates

and subsidiaries pursuant to sections 3901.32 to 3901. 37 of the

Revi sed Code. including procedures and protocols for sharing by

the national association of insurance conm ssioners wi th other

state, federal, or international regulators;

(2) Specify that ownership of information shared with the

nati onal association of insurance connmi ssioners and its affiliates

and subsidiaries pursuant to sections 3901.32 to 3901.37 of the

Revi sed Code remnins with the superintendent and the nationa

associ ation of insurance conmi ssioners' use of the infornmation is

subject to the direction of the superintendent:

(3) Require pronpt notice to be given to an insurer whose
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confidential information is in the possession of the nationa

associ ation of insurance connissioners or its affiliates or

subsidiaries and is subject to a request or subpoena for

di scl osure or_ production;

(4) Require the national association of insurance

conmi ssioners and its affiliates and subsidiaries to consent to

intervention by an insurer in any judicial or admnistrative

action in which the national association of insurance

conmmi ssioners and its affiliates and subsidiaries may be required

to disclose confidential information about the insurer shared with

the national association of insurance conmm ssioners and its

affiliates and subsidiaries pursuant to sections 3901.32 to
3901. 37 of the Revi sed Code.

(E) The sharing of information by the superintendent pursuant
to sections 3901.32 to 3901.37 of the Revised Code shall not

constitute a delegation of requlatory or rul e-nmaking authority.

The superintendent is solely responsible for the adm ni stration,

execution, and enforcenent of the provisions of sections 3901.32
to 3901.37 of the Revised Code.

S5 No wai ver of any applicable privilege or claimof

confidentiality in the docunents and, materials, or other

i nformation described in this section shall occur as a result of

sharing or receiving docunents and information as authorized in

di-vi-stenrs—(By{3)+ division (C)—anrd—-{E;- of this section

2} The_disel : | ot L :
, : oo
i i : | hi b , I
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the—commntaw— (G Docunents, materials, or other information in

the possession or control of the national association of insurance

conmi ssioners pursuant to this section shall be qgiven confidential

and privileged treatnent and shall not be subject to section

149. 43 of the Revised Code, subpoena, or discovery., and shall not

be admi ssible in evidence in any private civil action.

Sec. 3901.371. The purpose of sections 3901.371 to 3901. 378

of the Revised Code is to provide the requirenents for nmintaining

a risk managenent franework and conpl eting an own risk and

sol vency assessnent, and to provide qui dance and instructions for

filing an own risk and sol vency assessnent sunmary report with the

superintendent of insurance. The requirenents of these sections

shall apply to all insurers doniciled in this state unl ess exenpt
pursuant to section 3901.376 of the Revised Code.

The general assenbly finds and declares that the own ri sk and

solvency assessnent summary report will contain confidential and

sensitive information related to an insurer or insurance group's

identification of risks material and relevant to the insurer or

i nsurance group filing the report. This information will include

proprietary and trade secret information that has the potenti al

for harm and conpetitive di sadvantage to the insurer or insurance

group if the information is made public. It is the intent of the

general assenbly that the own risk and sol vency assessnent sunnary

report shall be a confidential docunent filed with the

superintendent, that the own risk and sol vency assessnent sunnmary

report will be shared only as stated in sections 3901.371 to

3901. 378 of the Revised Code to assist the superintendent of

i nsurance in the performance of the superintendent's duties, and

that in no event shall the own risk and sol vency assessnent
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summary report be subject to public disclosure.

Sec. 3901.372. For the purposes of sections 3901.371 to
3907. 378 of the Revised Code:

(A) "lnsurance group" neans those insurers and affiliates

included within an insurance hol ding conpany system as defined in
section 3901.32 of the Revi sed Code.

(B) "lInsurer" has the sane neaning as set forth in section
3901. 32 of the Revi sed Code.

(G "Om risk and sol vency assessnent" nmeans a confi denti al

internal assessnent, appropriate to the nature, scale, and

conplexity of an insurer or insurance droup, conducted by that

insurer _or _insurance group of the material and rel evant risks

associated with the insurer or insurance group's current business

plan, and the sufficiency of capital resources to support those

ri sks.

(D) "Om risk and sol vency assessnent qui dance manual " neans

the current version of the own risk and sol vency assessnent

gui dance manual devel oped and adopted by the national association

of insurance comm ssioners and as anended fromtinme to tinme. A

change in the own risk and sol vency assessnent qui dance nmnua

shall be effective on the first day of January follow ng the

cal endar_vear in which the changes have been adopted by the

nati onal associ ation of insurance conmi SSioners.

(E) "Om risk and sol vency assessnent sunmary report" neans a

confidential high-level sunmary of an insurer or insurance group's

own risk and sol vency assessnent.

Sec. 3901.373. An insurer shall maintain a risk managenent

framework to assist the insurer with identifying, assessinqg,

noni toring, nmanagi ng, and reporting on its material and rel evant

risks. This requirenent may be satisfied if the insurance group of
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which the insurer is a nenber mamintains a risk nmanagenent

framewor k applicable to the operations of the insurer.

Sec. 3901.374. Unless exenpted by section 3901.376 of the

Revi sed Code, an insurer., or the insurance group of which the

insurer is a nenber., shall reqularly conduct an own risk and

sol vency assessnent consistent with a process conparable to the

own risk and solvency assessnent quidance manual. The own risk and

sol vency assessnent shall be conducted not | ess than annually, but

also at _any tine when there are significant changes to the risk

profile of the insurer or the insurance group of which the insurer

isS a nenber.

Sec. 3901.375. (AX(1) Upon the request of the superintendent

of insurance, and not nore than once annually, an insurer shal

subnit to the superintendent an own risk and sol vency assessnent

summary report., or any conbination of reports that together

contain the informati on described in the own risk and sol vency

assessnent qui dance nanual, applicable to the insurer or the

i nsurance group of which it is a nenber.

(2) Notwi thstanding any request fromthe superintendent, if

the insurer is a nmenber of an insurance group, the insurer shal

submit the report required by division (A (1) of this section if

the superintendent is the | ead state conni ssioner of the insurance

group as determ ned by the procedures within the financial

anal ysi s handbook adopted by the national association of insurance

conmi Ssi oners.

(B) The report shall include a signature of the insurer or

i nsurance group's chief risk officer, or other executive having

responsi bility for the oversight of the insurer's enterprise risk

nmanagenent process, attesting to the best of the officer's or

executive's belief and know edge that the insurer applies the
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enterprise risk managenent process described in the own risk and

sol vency assessnent summary report, and that a copy of the report

has been provided to the insurer's board of directors or the

appropriate commttee thereof.

(C) An insurer may conmply with division (A) of this section

by providing the nost recent and substantially simlar report

provi ded by the insurer or another nenber of an insurance group of

which the insurer is a nenber to the conni ssioner of another state

or to a supervisor or requlator of a foreign jurisdiction, if that

report provides information that is conparable to the infornmation

described in the own risk and solvency assessnent gui dance nanual

Any such report in a |l anguage other than English nust be

acconpanied by a translation of that report into the English

| anguage.

Sec. 3901.376. (A (1) An insurer shall be exenpt fromthe
requi renments of sections 3901.371 to 3901.378 of the Revised Code

if both of the follow ng apply:

(a) The insurer has annual direct witten and unaffili ated

assuned premium including international direct and assuned

premum less than five hundred nillion dollars.

(b) The insurance group of which the insurer is a nmenber has

annual direct witten and unaffiliated assuned prenium including

international direct and assuned prem um | ess than one billion

dol | ars.

(2) The annual direct witten and unaffiliated assuned

preni um described in divisions (A)(1)(a) and (b) of this section

does not include premuns reinsured with the federal crop

i nsurance corporation and federal fl ood program

(B) If an insurer qualifies for exenption pursuant to

division (A (1)(a) of this section, but the insurance group of
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which the insurer is a nenber does not qualify for exenption

pursuant to division (A (1)(b) of this section, and if an own risk

and solvency assessnent sunmary report is required pursuant to

division (E) of this section. then the summary report shal

i nclude every insurer within the insurance group. This requirenent

may be satisfied if the insurer subnits nore than one own risk and

sol vency assessnent summary report for any conbination of insurers

provi ded the conbination of reports includes every insurer within

the i nsurance dgroup.

(Q |If an insurer does not gqualify for exenption pursuant to

division (A (1)(a) of this section, but the insurance group of

which it is a menber qualifies for exenption pursuant to division

(A)(1)(b) of this section, then the insurer shall only file an own

ri sk and sol vency assessnent sunmary report if required pursuant

to division (E) of this section.

(D) (1) An insurer that does not qualify for exenption

pursuant to division (A of this section may apply to the

superintendent of insurance for a waiver fromthe requirenents of
sections 3901.371 to 3901.378 of the Revised Code based upon

uni gue circunstances. I n deciding whether to grant the insurer's

request for waiver, the superintendent nay consi der any of the

foll owi ng:

(a) The type and vol une of business witten;

(b) The ownershi p and organi zati onal structure of the insurer

or _insurance agroup of which the insurer is a nenber;

(c) Any other factor the superintendent considers relevant to

the insurer or _insurance group of which the insurer is a nenber.

(2) If the insurer is part of an insurance group with

insurers domiciled in nore than one state, the superintendent

shall coordinate with the | ead state conmi ssioner and with the

other domciliary conm ssioners in considering whether to grant
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the insurer's request for a waiver.

(E) Notwi thstandi ng the exenptions stated in this section,

the superintendent may require that an insurer nmaintain a risk

managenent franmework, conduct an own ri sk and sol vency assessnent,

and file an own risk and solvency assessment summary report in _any

of the follow ng circunstances:

(1) Based on unique circunstances, including the type and

vol ume of business witten and the ownershi p and organi zati ona

structure of the insurer or insurance group of which the insurer

is a nenber;

(2) At the request of a federal agency:

(3) At the request of an international supervisor:

(4) If the insurer has risk-based capital for a conpany

action level event as set forth in section 3903.83 of the Revised

Code, neets one or nore of the standards set out in section
3903. 09 or 3903.71 of the Revised Code, or otherw se exhibits

qualities of a troubled insurer as deternined by the

superi nt endent.

(F) If an insurer that gqualifies for an exenption pursuant to

division (A of this section subsequently no longer qualifies for

that exenption due to changes in preniumas reflected in the

insurer's npbst recent annual statenent, or in the npst recent

annual statenents of the insurers within the insurance group of

which the insurer is a nenber, the insurer shall have one year

after the vear the threshold is exceeded to conmply with the
requi renents of sections 3901.371 to 3901.378 of the Revised Code.

Sec. 3901.377. (A) The own risk and sol vency assessnent

summary report shall be prepared consistent with the own ri sk and

sol vency assessnent qui dance manual , subject to the requirenents

of division (B) of this section, and all docunentation and
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supporting i nformati on shall be mamintai ned and nade avail abl e for

exani nation upon request of the superintendent of insurance.

(B) The superintendent's review of the own risk and sol vency

assessnment _sunmary report, and any additional requests for

information., shall be made using sinilar procedures used in the

anal ysis and exanm nation of nulti-state or global insurers and

i nsurance qgroups.

Sec. 3901.378. (A) Docunents, materials, or other

information, including the own risk and sol vency assessnent

summary report, in the possession or control of the departnment of

insurance that are obtained by, created by. or disclosed to the

superi ntendent of insurance, or any other person under sections
3901.371 to 3901.378 of the Revised Code, are recognized by this

state as being proprietary and to contain trade secrets.

(B) The docunents described in division (A of this section

shall be confidential by |aw and privileged, and shall not be

adm ssible into evidence in any private civil action or subject to

section 149.43 of the Revised Code, subpoena, or discovery.

(C) (1) Notwithstanding division (B) of this section, the

superintendent nay use the docunents., materials., or other

information in furtherance of any requlatory or |l egal action

brought as a part of the superintendent's official duties.

(2) The superintendent shall not otherw se nake the

docunents, materials, or other infornmation public w thout the

prior witten consent of the insurer.

(D) Neither the superintendent nor any person who receives

docunents, materials, or other own risk and sol vency assessnent

related i nformation, through exam nation or otherwi se, while

acting under the authority of the superintendent or with whom such

docunents, materials, or other information are shared pursuant to
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sections 3901.371 to 3901. 378 of the Revised Code shall be

permtted or required to testify in any private civil action

concerni ng any confidential docunents, materials, or information

subject to division (A of this section.

(E)(1) In order to assist in the performance of the

superintendent's requlatory duties, the superintendent nmay do

either of the foll ow ng:

(a) Upon request, share docunents, naterials, or other own

ri sk and sol vency assessnent related information, including

confidential and privil eged docunents, materials, or information

subject to division (A of this section. and proprietary and trade

secret docunments, with other state, federal and internationa

financial requlatory agencies, nenbers of any supervisory college

as described in section 3901.351 of the Revised Code, the nati onal

associ ation of insurance conni ssioners, or any third-party

consul tant desi gnated by the superint endent ;

(b) Receive docunents, materials, or other own risk and

sol vency assessnent related information, including confidential

and privil eged docunents. materials, or information subject to

division (A of this section. and proprietary and trade secret

docunents, fromrequlatory officials of other foreign or donestic

jurisdictions, including nenbers of any supervisory coll ege as
described in section 3901.351 of the Revised Code, and fromthe

nati onal associ ation of insurance conm SSioners.

(2) The recipient of any information pursuant to division

(B)(1)(a) of this section shall agree in witing to nmaintain the

confidentiality and privileged status of the docunments., materials,

or other information and verify in witing their |legal authority

to maintain confidentiality. If the superintendent receives any

information pursuant to division (E)(1)(b) of this section. the

superi ntendent shall nmmintain as confidential or privileged any

docunents, materials, or information received with notice or the
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understanding that it is confidential or privileged under the | aws

of the jurisdiction that is the source of the docunent, materi al

or _information.

(3) The superintendent shall enter into a witten agreenent

with the national association of insurance conmni SSioners or _a

third-party consultant governing sharing and use of information
provi ded pursuant to sections 3901.371 to 3901. 378 of the Revised

Code. The witten agreenent shall do the all of the follow ng:

(a) Specify procedures and protocols regarding the

confidentiality and security of infornmation shared with the

nati onal association of insurance comm ssioners or _a third-party

consul tant pursuant to sections 3901.371 to 3901.378 of the

Revi sed Code. including procedures and protocols for sharing by

the national association of insurance conni ssioners with other

state requlators fromstates in which the insurance group has

dom ciled insurers;

(b) Provide that the recipient of information agrees in

witing to mmintain the confidentiality and privil eged status of

the own risk and solvency assessnent rel ated docunents, naterials,

or other information obtained pursuant to sections 3901.371 to
3901. 378 of the Revised Code, and has verified in witing the

| egal authority to nmamintain confidentiality:

(c) Specify that ownership of infornmation shared with the

nati onal association of insurance conmmi ssioners or a third-party

consul tant pursuant to sections 3901.371 to 3901.378 of the

Revi sed Code remnins with the superintendent and the nationa

associ ation of insurance conmi ssioners' or a third-party

consultant's use of the information is subject to the direction of

t he superint endent:

(d) Prohibit the national association of insurance

conm ssioners or _a third-party consultant fromstoring the
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i nformati on obtai ned pursuant to sections 3901.371 to 3901. 378 of

the Revised Code in a pernmnent database after the underl yi ng

anal ysis is conpl et ed:

(e) Require pronpt notice to be given to an insurer whose

confidential information in the possession of the nationa

associ ation of insurance conmi ssioners or a third-party consultant

pursuant to sections 3901.371 to 3901.378 of the Revised Code is

subject to a request or subpoena for disclosure or production of

the infornmation;

(f) Require the national association of insurance

conmi ssioners or a third-party consultant to consent to

intervention by an insurer in any judicial or admnistrative

action in which the national association of insurance

conm ssioners or a third-party consultant may be required to

di scl ose confidential information about the insurer that was
obt ai ned pursuant to sections 3901.371 to 3901.378 of the Revised
Code;

(d) Require the national association of insurance

conmi ssioners or a third-party consultant to use docunents,

materials, or other information, including the own risk solvency

assessnent _sunmmary report, for the specific purposes as directed

by the superintendent;

(h) Prohibit the national association of insurance

conmi ssioners or a third-party consultant fromusing, sharing, or

di scl osi ng any docunents, materials, or other infornation,

i ncludi ng the own risk and sol vency assessnent sunmary report,

beyond the scope of the responsibilities outlined by the

superi nt endent ;

(i) Provide for the insurer's witten consent in the case of

an_agreenent _involving a third-party consultant.

(F) The sharing of information, materials, and docunents by
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t he superintendent pursuant to sections 3901.371 to 3901. 378 of

the Revi sed Code shall not constitute a del egation of requlatory

or rule-making authority, and the superintendent is solely

responsi ble for the adm nistration, execution, and enforcenent of
sections 3901.371 to 3901.378 of the Revised Code.

(G No waiver of any applicable privilege or claimof

confidentiality in the docunents, proprietary and trade-secret

mat eri als, or other own risk and sol vency assessnent rel ated

information shall occur as a result of disclosure of such own risk

and sol vency assessnent related infornation, naterials, or

docunents to the superintendent as a result of sharing authorized
in sections 3901.371 to 3901.378 of the Revised Code.

(H Docunents, materials, or other information in the

possessi on or _control of the national association of insurance

conm ssioners or _a third-party consultant pursuant to sections
3901.371 to 3901.378 of the Revised Code shall be confidential by

| aw and privil eged, and shall not be subject to section 149.43 of

the Revised Code. subpoena. discovery., or adm ssible in evidence

in any private civil action.

Sec. 3901.41. (A) As used in this section

(1) "Automated transaction" has the sane neaning as in

section 1306.01 of the Revised Code, and includes el ectronic

transacti ons between two or nore persons conducti ng busi ness

pursuant to the laws of this state relating to insurance.

(2) "Contact point" neans any electronic identification to

whi ch nessages can be sent, including, but not limted to, any of

the foll ow ng:

(a) An electronic mail address;

(b) An instant nessaqge identity:

(c) Awreless tel ephone nunber, or any other personal
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el ectroni c conmuni cati on devi ce;

(d) A facsimle nunber

(3) "lInsured" neans a certificate holder, contract owner,

custoner, policyholder. or subscriber as those terns are used in

the laws of this state relating to insurance.

(4) "lInsurer" has the sane neaning as in section 3901. 32 of
the Revi sed Code.

(5) "Laws of this state relating to insurance"” has the sane

neani ng as in section 3901.04 of the Revised Code.

(6) "Personally identifiable infornmation" neans any

individually identifiable information gathered in connection with

an_insurance transaction, including a person's nane., address.

social security nunber. and banking information

(7) "Secure web site" neans a web site that neets both of the

following criteria:

(a) The web site uses the hypertext transfer protocol secure

conmuni cati on protocol or other equally secure conmuni cation

protocol .

(b) The web site reqguires a person to enter a uni gue user

credential to access personally identifiable information for which

the person has the legal right to access.

(B) Notwi thstanding any laws of this state relating to
i nsurance, sections 1306.01 to 1306.23 of the Revised Code, the

"Uni form El ectronics Transactions Act.," apply to the busi ness of

insurance in this state.

(O (1) If an insured adrees to conduct the business of

insurance via an automated transaction, any infornmation issued or

delivered in witing nay be issued or delivered electronically to

a contact point provided by the insured, as long as both of the

foll owi ng apply:
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(a) The transnmission of information is in conpliance with
sections 1306.07 and 1306.14 of the Revi sed Code.

(b) The details of the automated transaction are fully

disclosed to the insured in the application, policy., certificate,

contract of insurance., or by another nmethod that ensures notice to

the insured. An insurer's formused only to notify an insured of

and obtain consent for an autonated transacti on does not need to

be approved or accepted by the superintendent of insurance.

(2)(a) Except for notices of cancellation, nonrenewal , or

termnation, an insurer nmay deliver infornation via a secure web

site if the insurer sends an electronic notice to a contact point

and the electronic notice includes a hyperlink to the secure web

site.

(b) If an insurer uses a secure web site to deliver changes

in ternms or conditions in an insured's policy, certificate, or

contract of insurance., including any endorsenents or anendnents,

the electronic notice to the insured' s contact point shall include

all of the foll ow ng:

(i) Alist or summary of the changes:

(ii) Alink to the conplete docunent |ocated on the insurer's

secure web site;

(iii) The followi ng or substantially simlar statenent

di splayed in a proninent nmnner:

"There are changes in the terns or conditions of your policy,

certificate, or contract of insurance."

(3) At a mnimum the details of the automated transacti on

shall include all of the follow ng:

(a) A clear and conspi cuous statenent infornm ng the insured

of any right or option of the insured to receive a record on

paper .
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(b) The right of the insured to withdraw the insured's

consent, and any consequences or fees if the insured w thdraws

consent ;

(c) A description of the procedures the insured nust use to

wi t hdraw consent and to update the insured's contact point.

(4) Agreenent to participate in a part of an autonated

transaction shall not be used to confirmthe insured' s consent to

transact the entire business of insurance pursuant to this

section.

(5) Awithdrawal of consent by an insured shall be effective

within a reasonable tine period. not to exceed ten business days

after the receipt of the withdrawal by the insurer

(D) The insurer shall send all notices of cancell ation,

nonrenewal ., term nation, or changes in the terns or conditions of

the policy, certificate, or contract of insurance to the | ast

known contact point supplied by the insured. |If the insurer has

knowl edge that the insured's contact point is no |onger valid, the

i nsurer _shall send the information via reqular mail to the | ast

known address furnished to the insurer by the insured.

(E) Any insurer conducting the business of insurance via an

automat ed transaction shall allow the insurer's insureds who agree

to participate in an autonated transaction the option to w thdraw

consent from participating in the automated transacti on.

(F) Notwi thstanding any | aws or requlations of this state

relating to insurance, any policy, certificate, or contract of

insurance, including any endorsenents or anendnents. that do not

contain personally identifiable informati on may be posted to the

insurer's web site in lieu of any other nethod of delivery. |If the

insurer _elects to post any policy, certificate, or contract of

i nsurance to the insurer's web site, all of the foll ow ng shal

appl y:
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(1) The policy, certificate, or contract of insurance is

readily accessible by the insured and, once the policy,

certificate, or contract of insurance is no | onger used by the

insurer in this state, it is stored in a readily accessible

archive:

(2) The policy, certificate, or contract of insurance is

posted in such a nmanner that the insured can easily identify the

insured's applicable policy, certificate, or contract and print or

downl oad the insured's docunents w thout charge and w thout the

use of any special programor _application that is not readily

avail able to the public w thout charage:

(3) The insurer provides witten notice at the tine of

issuance of the initial policy, certificate, contract. or any

renewal forns of a nethod by which the insured may obtain upon

reguest a paper or electronic copy of their policy, certificate,

or contract without charge;

(4) The insurer clearly identifies the applicable policy,

endor senents. anmendnents, certificate, or contract of insurance

pur chased by the insured on any decl aration page. certificate of

i nsurance, summary of benefits, or other evidence of coverage

i ssued to the insured;

(5) The insurer gives notice, in the manner it customarily

conmmuni cates with an insured, of any changes to the policy,

certificate, or contract of insurance, including any endorsenents

or _anendnments., and of the insured's right to obtain upon request a

paper _or_electronic copy of the policy, endorsenents. or

anendnents wi t hout charqge.

(G Notwithstanding any other section of Title XXXl X or
Chapters 1739. or 1751. of the Revised Code or rul es adopted

thereunder to the contrary, an insurer nay deliver any notices,

docunents, or information to an insured via an autonated
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transaction pursuant to this section.

(H This section does not supersede any tine periods, filing

requi renments, or content of notices, docunents, notices to

insureds' agents required pursuant to sections 3937.25, 3937. 26,

and 3937.27 of the Revised Code, or information otherwi se required

by a law other than this section relating to insurance. This

section does not apply to disclosures through electronic nedia of

certificates, explanation of benefit statenents, and other

nmandat ed materials under the "Enpl oyee Retirenent I ncone Security
Act of 1974," 88 Stat. 829, 29 U.S.C. 1001, as anended, and any

regul ati on adopted thereunder

(1) If the consent of an insured to receive certain notices,

docunents, or information in an electronic formis on file with an

i nsurer _before the effective date of this section, if the consent

was not acconpani ed by the details of the automated transaction

described in division (Q(3) of this section, and if, pursuant to

this section, an insurer intends to deliver additional notices,

docunents, or information to that insured in an electronic form

then, prior to delivering or at the tine of delivering such

additional notice, docunents, or information electronically., the

insurer_shall notify the insured of the details of the automated

transaction in conpliance with division (Q(3) of this section.

(J) The superintendent of insurance nay adopt rules in

accordance with Chapter 119. of the Revised Code as the

superintendent considers necessary to carry out the purposes of

this section.

Sec. 3901.62. (A) Except as provided in sections 3901. 63 and
3901. 64 of the Revised Code, a domestic ceding insurer that is
aut hori zed to do any insurance business in this state may take
credit for any reinsurance ceded as either an asset or a reduction

of liability only if one of the follow ng applies:
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(1) The reinsurance is ceded to an assuming insurer that is
aut hori zed to do any insurance or reinsurance business in this

state.

(2) The reinsurance is ceded to an assuming insurer that is

accredited by the superintendent of insurance as a reinsurer in

this state in accordance with division (B) of this section

(3) The reinsurance is ceded to an assumng insurer that is
not authorized to do any insurance or reinsurance business in this
state, provided the reinsurance is ceded to a reinsurance pool or
other risk-sharing entity in which participation is required by
law, rule, or regulation of the jurisdiction in which the pool or

entity is |ocated.

33(4) The reinsurance is ceded to an assum ng insurer that
mai ntains a trust fund in a qualified United States financial
institution, as defined in division{Br2rof section 3901. 63 of
the Revised Code, for the paynent of the valid clains of its
United States policyholders and ceding insurers, and their assigns

and successors in interest in accordance with division (€ of this

section.

(5) The reinsurance is ceded to an assum ng insurer that has

been certified by the superintendent as a reinsurer in this state

and that secures its obligations in accordance with division (D)

of this section.

(B)(1) In order to be eligible for accreditation under

division (A (2) of this section, the assumng insurer shall do al

of the foll ow ng:

(a) File with the superintendent evidence of its subm ssion

to this state's jurisdiction;

(b) Submit to this state's authority to examne its books and

records;
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(c) Maintain a license to transact insurance or reinsurance

in at |least one state or, in the case of a United States branch of

a foreign or alien assum ng insurer, be entered through and

licensed to transact insurance or reinsurance in at | east one

st at e;

(d) File annually with the superintendent a copy of its

annual statenent filed with the insurance departnent of its state

of domicile, and a copy of its nost recent audited financi al

statenent;

(e) Denonstrate to the satisfaction of the superintendent

that it has adequate financial capacity to neet its reinsurance

obligations and is otherwise gualified to assune reinsurance from

donestic insurers.

(2) An assuning insurer is considered to neet the requirenent

of division (B)(1)(e) of this section as of the time of its

application to the superintendent for accreditation if it

nai ntains a surplus with regard to policyholders in an anpbunt not

less than twenty nmillion dollars, and the superintendent has not

denied its accreditation within ninety days after subni ssi on of

its application.

(© (1) Atrust nmaintained by an assum ng insurer under
division (A {3}(4) of this section shall neet the foll ow ng

requi rements

H-(a) In the case of a single assumng insurer, the trust
shall consist of a trusteed account representing the assuni ng
insurer's liabilities attributable to business underwitten in the
United States. A trusteed surplus of not less than twenty mllion

dollars shall be maintained by the assum ng insurer, except that

at_ any tinme after the assumi ng insurer has pernanently

di sconti nued underwiting new busi ness secured by the trust for at

| east three full years, the superintendent with principa
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reqgul atory oversight of the trust nmay authorize a reduction in the

required trusteed surplus, but only after a finding, based on an

assessnent of the risk, that the new required surplus level is

adequate for the protection of ceding insurers within the United

States, policyholders, and claimants in |light of reasonably

foreseeabl e adverse | oss devel opnent.

The risk assessnent may involve an actuarial review,

i ncl udi ng an i ndependent anal ysis of reserves and cash flows, and

shall consider all material risk factors, including when

applicable the lines of business involved, the stability of the

incurred |l oss estinmates, and the effect of the surplus

requi renents on the assuning insurer's liquidity or solvency.

The minimumrequired trusteed surplus shall not be reduced to

an_anmpunt less than thirty per cent of the assuming insurer's

liabilities attributable to reinsurance ceded by ceding insurers

within the United States covered by the trust.

23(b) In the case of a group of assum ng insurers, including
i ncor porated and individual unincorporated underwiters, the trust
shal | consist of a trusteed account representing the group's
liabilities attributable to business witten in the United States.
A trusteed surplus shall be maintained by the group, of which
surplus one hundred nillion dollars shall be held jointly for the
benefit of the United States ceding insurers of any nenber of the
group. The followi ng requirenments apply to the group of assum ng

i nsurers:

2+(i) The incorporated nmenbers of the group shall not engage
i n any business other than underwiting as a nmenber of the group,
and shall be subject to the same | evel of solvency regul ation and
control by the group's domciliary regulator as are the

uni ncor por at ed nenbers.

{b)y(ii) The group shall make available to the superintendent
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of insurance an annual certification of the solvency of each
underwiter in the group. The certification shall be provided by
the group's domiciliary regulator and its independent public

account ants.

33(c) In the case of a group of incorporated insurers under
conmmon admi ni stration with aggregate policyhol ders' surplus of ten
billion dollars that has continuously transacted an i nsurance
busi ness outside the United States for at |east three years
i Mmediately prior to assum ng reinsurance, the trust shall be in
an anmount equal to the group's several liabilities attributable to
busi ness ceded by United States ceding insurers to any nenber of
the group pursuant to reinsurance contracts issued in the nane of
the group. A joint trusteed surplus shall be maintained by the
group, of which surplus one hundred million dollars shall be held
jointly for the benefit of United States ceding insurers of any
menber of the group as additional security for any such
liabilities. The follow ng requirenents apply to the group of

i ncorporated insurers:

=-(i) The group shall conmply with all filing requirenments

contained in this section.

{b)(ii) The books and records of the group shall be subject
to exam nation by the superintendent in the sane manner as the
books and records of insurers are subject to exam nation by the
superintendent in accordance with section 3901. 07 of the Revised
Code. The group shall bear the expenses of these exam nations in

the manner provided by that section.

£e)r(iii) Each nenber of the group shall make available to the
superintendent an annual certification of the nenber's sol vency by
the menber's domiciliary regulator and an i ndependent public

account ant .

{S-(2) A trust nmintained by an assumi ng insurer under
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division (A {33(4) of this section shall remain in effect for as

| ong as the assum ng insurer has outstandi ng obligations due under
the reinsurance agreenents subject to the trust. The trust shal

be in a form approved by the superintendent and shall include the

foll ow ng:

H-(a) The trust instrunent shall provide that contested
clains are valid and enforceabl e upon the final order of any court

of conpetent jurisdiction in the United States.

23(b) The trust shall vest legal title to its assets in the
trustees of the trust for its United States policyhol ders and

ceding insurers, and their assigns and successors in interest.

33(c) The trust, and the assumi ng insurer maintaining the
trust, shall allow the superintendent to conduct exani nations in
the same manner as the superintendent conducts exani nations of

i nsurers under section 3901.07 of the Revi sed Code.

B-(3) No later than the | ast day of February of each year
the trustees of a trust nmintained by an assuning insurer under
division (A)3}(4) of this section shall provide the
superintendent with a witten report setting forth the bal ance of
the trust and listing the trust's investnents as of the preceding
thirty-first day of Decenber. The trustees shall certify the date
of the termnation of the trust, if termnation of the trust is
pl anned, or shall certify that the trust does not expire prior to

the following thirty-first day of Decenber.

{E5-(4) To enable the superintendent to determ ne the
sufficiency of a trust maintai ned by an assumi ng insurer under
division (A)33(4) of this section, the assum ng insurer shall
annual ly report infornmation on the trust to the superintendent
that is substantially the sanme as that information |icensed
insurers are required to report under sections 3907.19, 3909. 06,

and 3929. 30 of the Revised Code on forns adopted under section
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3901. 77 of the Revi sed Code.

(D)(1) In order to be eligible for certification under

division (A (5) of this section, the assuning insurer shall do all

of the foll ow ng:

(a) Be doniciled and licensed to transact insurance or

reinsurance in a qualified jurisdiction as deternm ned by the

superi ntendent pursuant to division (D)(3) of this section

(b) Maintain mninumcapital and surplus, or its equival ent,

in an anmpunt to be determ ned by the superintendent in rule or

regul ati on;

(c) Maintain financial strength ratings fromtwo or nore

rating agencies that neet criteria the superintendent sets forth

in rule or requlation;

(d) Agree to submit to the jurisdiction of this state,

appoi nt _the superintendent as its agent for service of process in

this state, and agree to provide security for one hundred per cent

of the assunming insurer's liabilities attributable to reinsurance

ceded by ceding insurers in the United States if it resists

enforcenent of a final judgnent fromthe United States:

(e) Agree to neet applicable information filing requirenents

as determ ned by the superintendent with respect to an initial

application for certification and on an ongoi ng basis;

(f) Satisfy any other requirenents for certification

consi dered rel evant by the superintendent.

(2) An association. including incorporated and individual

uni ncorporated underwiters, may be a certified reinsurer. In

order to be eligible for certification, an association, in

addition to satisfying the requirenents of division (D)(1) of this

section, shall also neet the follow ng requirenents:

(a) The association shall satisfy its m ni rumcapital and
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surplus regquirements through the capital and surplus equival ents

(net of liabilities), or the net liabilities, of the association

and its nmenbers which shall include a joint central fund that may

be applied to any unsatisfied obligation of the associ ation or any

of its menbers., in an ampbunt deternined by the superintendent in

order to provide adequate protection

(b) The incorporated nenbers of the association shall not be

engaged in any business other than underwiting as a nenber of the

associ ation, and shall be subject to the sane | evel of requl ation

and sol vency control by the association's donmiciliary requl ator as

the uni ncor porated nenbers.

(c) The association shall provide the superintendent an

annual certification by the association's domciliary requl ator of

the sol vency of each underwriter nenber within ninety days after

its financial statenents are due to be filed with the

association's domciliary requlator. If a certificationis

unavai |l abl e, the association shall provide the superintendent with

financial statenents prepared by independent public accountants of

each underwiter nmenber of the association.

(3) The superintendent shall create and publish a |list of

qualified jurisdictions under which an assum ng insurer |licensed

and domiciled in such jurisdiction is eligible to be considered by

the superintendent for certification as a certified reinsurer

(a) The superintendent shall consider the list of qualified

jurisdictions published through the national association of

insurance comm ssioner's conmittee process in determ ning

qualified jurisdictions. If the superintendent approves a

jurisdiction as qualified that does not appear on the list, the

superintendent shall provide justification in accordance with

criteria to be devel oped by the superintendent under rule or

reqgul ati on.
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(b) Jurisdictions within the United States that neet the

requi renment for accreditati on under the national association of

i nsurance conm ssioner's financial standards and accreditation

program shall be recogni zed as qualified.

(c) To determine if a domciliary jurisdiction not |ocated

within the United States is eligible to be recognized as a

qualified jurisdiction, the superintendent shall evaluate the

appropri ateness and effectiveness of the reinsurance supervisory

system of the jurisdiction, both initially and on an ongoi ng

basis, and consider the rights, benefits, and the extent of

reciprocal recognition afforded by the jurisdiction to reinsurers

licensed and domiciled in the United States.

(d) A qualified jurisdiction shall agree to share information

and cooperate with the superintendent with respect to al

certified reinsurers domiciled within that jurisdiction.

(e) Ajurisdiction shall not be recognized as a qualified

jurisdiction if the superintendent has determ ned that the

jurisdiction does not adequately and pronptly enforce fina

judonents and arbitration awards fromthe United States.

(f) If a certified reinsurer's donmciliary jurisdiction

ceases to be a qualified jurisdiction, the superintendent may

revoke the reinsurer's certification or suspend the reinsurer's

certification indefinitely.

(g) The superintendent may consi der additional factors as the

superintendent considers appropriate.

(4) The superintendent shall assign a rating to each

certified reinsurer giving due consideration to the financia

strength ratings assigned by rating agencies pursuant to division

(D) (1) (c) of this section. The superintendent shall publish a |ist

of all certified reinsurers and their ratings.

(5) A certified reinsurer shall secure obligations assuned
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froma ceding insurer within the United States at a | evel

consistent with its rating as specified by the superintendent in

rule or requlation

(a) Except as otherw se provided in division (D)(5) of this

section, a certified reinsurer shall maintain security in a form

acceptable to the superintendent and consistent with section

3901. 63 of the Revised Code, or in a multibeneficiary trust on

behalf of the ceding insurer in accordance with division (A (4) of

this section, in order for a donestic ceding insurer to qualify

for full financial statenent credit for reinsurance ceded to a

certified reinsurer

(b) If a certified reinsurer chooses to secure its

obligations incurred as a certified reinsurer in the formof a

nul ti beneficiary trust for the benefit of the ceding insurer, the

certified reinsurer shall mmintain separate trust accounts for its

obligations incurred under reinsurance agreenents issued or

renewed as a certified reinsurer with reduced security as

permtted by this division or conparable | aws of other

jurisdictions within the United States, and for its obligations

subject to division (A)(4) of this section.

(c) Upon term nation of any such trust account described in

division (A (4) of this section, a certified reinsurer shall be

bound by the | anguage of the trust and agreenent with the

superintendent that has principal regulatory oversight of each

trust account to fund any deficiency of any other trust account

out of the remnining surplus of such trust as a condition to

certification under division (D)(1) of this section.

(d) The minimumtrusteed surplus reguirenents provided in

division (€ of this section are not applicable with respect to a

nmul ti beneficiary trust nmaintained by a certified reinsurer for the

pur pose of securing obligations incurred under division (A)(5) of

this section, except that such trust shall maintain a m ni num
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trusteed surplus of ten mllion dollars.

(e) Wth respect to obligations incurred by a certified

rei nsurer _under _division (A (5) of this section, if the security

is insufficient, the superintendent shall reduce the allowabl e

credit by an anmpbunt proportionate to the deficiency., and the

superintendent may i npose further reductions in allowable credit

upon finding that there is a material risk that the certified

reinsurer's obligations will not be paid in full when due.

(f) Except as otherwi se provided in division (D)(5) of this

section, a reinsurer whose certification has been term nated for

any reason shall be treated under this section as a certified

reinsurer required to secure one hundred per cent of its

obligations. The superintendent nay continue to assign a higher

rating to the reinsurer if the reinsurer is in inactive status or

the reinsurer's certification has been suspended. As used in

division (D)(5)(f) of this section, "terninated" neans revocation

suspensi on, voluntary surrender, or inactive status.

(6) If an applicant for certification has been certified as a

reinsurer in a national association of insurance conmm SSioners

accredited jurisdiction, the superintendent nmay defer to that

jurisdiction's certification and rating assignnent, and the

assuni ng i nsurer shall be considered to be a certified reinsurer

in this state.

(7) A certified reinsurer that ceases to assune new busi ness

in this state may request to maintain its certification in

inactive status in order to continue to qualify for a reduction in

security for its in-force business. An inactive certified

reinsurer shall continue to conply with all applicable

requirenments of division (A(5) of this section, and the

superintendent shall assign a rating that takes into account, if

rel evant, the reasons why the reinsurer is not assuni ng new

busi ness.
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=-(E) An assuming insurer shall file a witten instrument
appointing an attorney as its agent in this state upon whom al
service of process may be served. Service of process upon this
agent shall bring the assuming insurer within the jurisdiction of
the courts of this state as if served upon an agent pursuant to
section 3927.03 of the Revised Code.

(F) Nothing in this section shall prohibit the parties to a

rei nsurance agreenent from agreeing to provisions in the agreenent

establishing security requirenents that exceed the m ni num

security requirenents established for certified reinsurers under

this section.

(G(1) In order to facilitate the pronpt paynent of cl ains,

the superintendent may pernit a certified reinsurer to defer the

posting of security for catastrophe recoverables for a period of

up to one vear fromthe date of the first instance of a liability

reserve entry by the ceding insurer as a result of a loss froma

cat astrophi c_occurrence.

(2) Upon notice by the ceding insurer to the superintendent

that the certified reinsurer has failed to pay clains owed under a

reinsurance agreenent in a tinmely manner, the superintendent shall

notify the certified reinsurer that it is no longer permtted to

defer the posting of security for catastrophe recoverables.

(3) Reinsurance recoverables for only the following lines of

busi ness, as reported on the national association of insurance

conm ssioners' annual financial statenent rel ated specifically to

the catastrophic occurrence, shall be included in the deferral

(a) Fire;
(b) Allied lines;

(c) Farnmowner's nmultiple peril

(d) Homeowners nultiple peril:
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(e) Commercial nultiple peril:

(f) Inland marine;

(q) Earthquake:

(h) Auto physical danmage.

(4) The superintendent may adopt rules in accordance with

Chapter 119. of the Revised Code to establish the process for a

certified reinsurer to seek a deferral of posting of security for

cat ast rophe recoverabl es.

Sec. 3901.621. (A) |If a reinsurer accredited pursuant to
division (B)(1) of section 3901.62 of the Revi sed Code or

certified pursuant to division (D)(1) of that section ceases to

neet the reaquirenents for accreditation or certification, the

superintendent nmay suspend or revoke the reinsurer's accreditation

or certification after a hearing held pursuant to Chapter 119. of

the Revised Code. The suspension or revocation shall not take

effect until after the superintendent's order or hearing., unless

one of the followi ng applies:

(1) The reinsurer waives its right to a hearing.

(2) The superintendent's order is based on reqgulatory action

by the reinsurer's domciliary jurisdiction or the voluntary

surrender or termination of the reinsurer's eliqgibility to

transact insurance or reinsurance business in its domciliary

jurisdiction or in the primary certifying state of the reinsurer
under division (D)(6) of section 3901.62 of the Revised Code.

(3) The superintendent finds that an energency requires

imedi ate action, and a court of conpetent jurisdiction has not

stayed the superintendent's action

(B) While a reinsurer's accreditation or certification is

suspended, no reinsurance contract issued or renewed after the

effective date of the suspension qualifies for credit except to
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the extent that the reinsurer's obligations under the contract are

secured in accordance with section 3901.63 of the Revised Code.

(CQ |If the superintendent revokes a reinsurer's accreditation

or certification, no credit for reinsurance may be granted under
section 3901.62 or 3901.63 of the Revised Code after the effective

date of the revocation except to the extent that the reinsurer's

obligations under the contract are secured in accordance with
division (D)(5) of section 3901.62 or section 3901.63 of the
Revi sed Code.

Sec. 3901.63. (A If section 3901.62 of the Revised Code does
not apply to the reinsurance ceded to an assuming insurer by a
donestic ceding insurer that is authorized to do any insurance
business in this state, the ceding insurer may take credit for the
rei nsurance ceded as a reduction of liability in an anount not
exceeding the liabilities carried by the ceding insurer, if the
ceding insurer conplies with section 3901. 64 of the Revised Code,
and if funds are held directly by the ceding insurer or in trust
on behalf of the ceding insurer, in accordance with this section
as security for the paynment of obligations under the reinsurance

contract with the assum ng insurer.

(B)(1) If the funds are held directly by the ceding insurer
under division (A) of this section, the funds shall be held in the
United States and shall be under the exclusive control of, and
subject to withdrawal solely by, the ceding insurer. If the funds
are held in trust on behalf of the ceding insurer under division
(A) of this section, the funds shall be held in the United States

in aqualified United States financial institution.

(2) For the purposes of division (B)(1) of this section, a
"United States financial institution” is qualified if both of the

foll owi ng apply:

(a) The institution is organi zed under or, in the case of a
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United States branch or agency office of a foreign banking
organi zation, is chartered under the laws of the United States or
any state thereof and has been granted authority to operate with

fiduciary powers.

(b) The institution is regul ated, supervised, and exani ned by
federal or state officials that have regulatory authority over

banks and trust conpanies.

(O The funds held directly by the ceding insurer or in trust
on behal f of the ceding insurer shall be in any of the follow ng

f orns:
(1) Cash;

(2) Securities that are listed by the securities valuation
office of the national association of insurance conmn sSsioners,.

including those considered exenpt fromfiling as defined by the

pur poses and procedures manual of the securities valuation office,

and that qualify as admtted assets;

(3) Irrevocabl e, unconditional, and autonatically renewabl e
letters of credit that are issued or confirned by a qualified
United States financial institution. For purposes of division
(O (3) of this section, a United States financial institution is

qualified if all of the follow ng apply:

(a) It is organized under or, in the case of a United States
branch or agency office of a foreign banking organization, is
chartered under the laws of the United States or any state

t her eof .

(b) It is regulated, supervised, and exani ned by federal or
state officials that have regulatory authority over banks and

trust conpani es.

(c) The superintendent of insurance or the securities

val uation office of the national association of insurance
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conmm ssioners has determ ned that it neets such standards of
financial condition and standing as are consi dered necessary and
appropriate for purposes of ensuring that its letters of credit

will be of a quality that is acceptable to the superintendent.

(4) Any other formof security the superintendent deternines

to be acceptable.

(D) Notw thstandi ng any subsequent failure of an issuing or
confirmng financial institution to neet the standards of issuer
acceptability set forth in division (C(3) of this section, a
letter of credit issued or confirmed by a financial institution
that nmeets those standards on the date of the issuance or
confirmation shall continue to be acceptable as security until its
expiration, extension, renewal, nodification, or anendnent,

whi chever occurs first.

Sec. 3901.631. (A) A donestic ceding insurer shall take steps

to manage its reinsurance recoverables proportionate to its own

book of busi ness.

(1) A donestic ceding insurer shall notify the superintendent

within thirty days after reinsurance recoverables fromany single

assum ng insurer, or group of affiliated assum ng insurers, exceed

fifty per cent of the donestic ceding insurer's |ast reported

surplus to policyholders, or after it has determ ned that

rei nsurance recoverables fromany single assuni ng insurer, or

group of affiliated assumng insurers, are likely to exceed this

limt.

(2) The notification required in division (A (1) of this

section shall denpbnstrate that the exposure is safely managed by

t he donestic ceding insurer

(B) A donestic ceding insurer shall take steps to diversify

its reinsurance program
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(1) A donestic ceding insurer shall notify the superintendent

within thirty days after ceding to any single assum ng insurer, or

group of affiliated assum ng insurers, nore than twenty per cent

of the ceding insurer's gross witten premumin the prior

cal endar vear, or after it has deternined that the reinsurance

ceded to any single assuning insurer, or qgroup of affiliated

assuming insurers, is likely to exceed this limt.

(2) The notification required in division (B)(1) of this

section shall denobnstrate that the exposure is safely managed by

t he donestic ceding insurer

Sec. 3901.64. (A) A donestic ceding insurer nmay take credit
for any reinsurance ceded as provided in sections 3901.61 to
3901. 63 of the Revised Code only if the reinsurance agreenent
contained in the reinsurance contract, and any agreement that
provi des security for the paynent of the obligations under the
rei nsurance agreenent, including any trust agreenment, provide, in

substance, for the foll ow ng:

(1) I'n the event of the insolvency of the ceding insurer, the
rei nsurance, whether paid directly or fromtrust assets securing
t he rei nsurance agreenent, shall be payable by the assum ng
insurer on the basis of the liability of the ceding insurer under
the policy or contract reinsured, without any dininution because
the ceding insurer is insolvent or because the |iquidator or
statutory receiver has failed to pay all or any portion of any

cl ai ns;

(2) The reinsurance paynents, whether paid directly or from
trust assets securing the reinsurance agreenent, shall be nmade by
the assum ng insurer directly to the ceding insurer, or in the
event of its insolvency or liquidation, to its liquidator or
statutory receiver except where the reinsurance contract or other

witten agreenent specifically provides for direct paynent of the
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reinsurance to the insured or beneficiary of the insurance policy

in the event of the insolvency of the ceding insurer.

(B)(1) The reinsurance agreenment may provide that the
domciliary liquidator or statutory receiver shall give witten
notice to the assumng insurer that a claimis pending against the
ceding insurer on the policy or contract reinsured. The notice
shall be given within a reasonable anmbunt of tine after the claim
is filed with the liquidator or statutory receiver. During the
pendency of the claim any assuming insurer may investigate the
claimand interpose, at its own expense, in the proceedi ng where
the claimis to be adjudicated any defenses which it deens to be

avail able to the ceding insurer or its |iquidator

(2) The expense may be filed as a clai magainst the insolvent
ceding insurer to the extent of a proportionate share of the
benefit that may accrue to the ceding insurer solely as a result
of the defense undertaken by the assum ng insurer. Wiere two or
nore assuning insurers are involved in the sanme claimand a
majority in interest elect to interpose a defense to the claim
the expense shall be apportioned in accordance with the terns of
the reinsurance agreenent as though the expense had been incurred

by the ceding insurer.

(G If the assuming insurer is not |licensed, or accredited or

certified to transact insurance or reinsurance in this state, the
credit permitted by division (A (4) of section 3901.62 of the

Revi sed Code shall not be all owed unless the assuning insurer

agrees to do both of the following in the reinsurance agreenents:

() (a) If the assuning insurer fails to performits

obligations under the terns of the reinsurance agreenent, at the

request of the ceding insurer, the assuning insurer shall submt

to the jurisdiction of any court of conpetent jurisdiction in any

state within the United States, conply with all requirenents

necessary to give the court jurisdiction, and abide by the fina
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deci sion of the court or of any appellate court in the event of an

appeal .

(b) The assuning insurer shall designate the superintendent

or _a designated attorney as its true and |lawful attorney upon whom

nay be served any |lawful process in any action, suit, or

proceeding instituted by or on behalf of the ceding insurer.

(2) This division is not intended to conflict with or

override the obligation of the parties to a reinsurance agreenent

to arbitrate their disputes, if this obligation is created in the

agreenent .

(D) If the assum ng insurer does not neet the requirenents of
division (A1), (2). or (3) of section 3901.62 of the Revised
Code, the credit permtted by divisions (A (4) and (5) of that

section shall not be allowed unless the assuning insurer agrees in

the trust agreenents to the follow ng conditions:

(1) Notwi thstandi ng any other provisions in the trust

instrument, if the trust fund is inadequate because it contains an

anmpunt _less than the amount required by division (€ (1) of section
3901.62 of the Revised Code, or if the grantor of the trust has

been decl ared insolvent or placed into receivership

rehabilitation, liquidation, or simlar proceedi ngs under the | aws

of its state or country of domicile, the trustee shall conply with

an order of the superintendent with requl atory oversi ght over the

trust or with an order of a court of conpetent jurisdiction

directing the trustee to transfer to the superintendent with

regul atory oversight all of the assets of the trust fund.

(2) The assets shall be distributed by, and clains shall be

filed with and val ued by, the superintendent with requl atory

oversight in accordance with the laws of the state, in which the

trust is domiciled, that are applicable to the |iqguidation of

donesti c i nsurance conpani es.
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(3) If the superintendent with requl atory oversi ght

determ nes that the assets of the trust fund, or any part thereof,

are not necessary to satisfy the clains of the ceding insurers

within the United States or the agrantor of the trust, the

superintendent with requl atory oversight shall return the assets

or part thereof to the trustee for distribution in accordance wth

the trust agreenent.

(4) The grantor shall waive any right otherw se available to

it under the laws of the United States that are inconsistent with

this division.

Sec. 3903.72. (A) The definitions provided in division (B) of

this section shall apply after the operative date of the valuation

nanual .

(B) As used in sections 3903.72 to 3903.7211 of the Revised

Code:

(1) "Accident and health insurance" neans a contract that

i ncorporates norbidity risk and provi des protection agai nst

econom c loss resulting from accident. sickness, or nedica

condi tions and as nmay be specified in the valuation nmanual .

(2) "Appointed actuary" neans a qualified actuary who is

appoi nted in accordance with the valuati on manual to prepare the

actuarial opinion required in section 3903.722 of the Revised
Code.

(3) "Conpany" nmeans _an entity that neets either of the

followng criteria:

(a) The entity has witten, issued., or reinsured life

i nsurance contracts, accident and health insurance contracts, or

deposit-type contracts in this state and has at | east one such

policy in force or on claim

(b) The entity has witten, issued, or reinsured life
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i nsurance contracts, accident and health insurance contracts, or

deposit-type contracts in any state and is required to hold a

certificate of authority to wite life insurance, accident and

health i nsurance. or deposit-type contracts in this state.

(4) "Deposit-type contract"” neans a contract that does not

incorporate nortality or norbidity risks and as may be specified

in the valuation nanual

(5) "Life insurance" neans a contract that incorporates

nortality risk, including an annuity and pure endownent contract,

and as may be specified in the val uati on manual

(6) "Operative date of the valuation manual" neans the date
specified in division (B) of section 3903.728 of the Revised Code.

(7) "Policyholder behavior" neans any action a policyhol der,

contract holder, or any other person with the right to el ect

options under a policy or contract, such as a certificate hol der,

may take under a policy or contract subject to this section

i ncluding | apse, withdrawal , transfer, deposit, prem um paynent,

|l oan., annuitization., or benefit el ections prescribed by the policy

or contract. "Policyhol der behavi or"” does not include events of

nortality or norbidity that result in benefits prescribed in the

terns of the policy or contract.

(8) "Principle-based valuation" neans a reserve val uation

that uses one or npore nethods or one or nobre assunptions

deternined by the insurer and that is required to conply with
section 3903.729 of the Revised Code.

(9) "Qualified actuary" neans an individual who is qualified

to sign a statenent of actuarial opinion in accordance with the

Anerican acadeny of actuaries qualification standards for

actuaries signing such statenents and who neets the requirenents

specified in the val uati on manual

(10) "Superintendent" neans superintendent of insurance.
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(11) "Tail risk" neans a risk that occurs either when the

frequency of | ow probability events is higher than expected under

a nornal probability distribution or when there are observed

events of very significant size or nmgnitude.

(12) "Valuation manual" neans the manual of val uation

instructions adopted by the national association of insurance

conni ssioners or as subsequently anended.

Sec. 3903.721. (A)(1) The superintendent shall annually

val ue, or cause to be valued, the reserve liabilities, referred to

as reserves, for all outstanding life insurance policies and

annui ty and pure endowrent contracts of every life insurance

conpany doing business in this state issued prior to the operative

date of the valuation nanual

In calculating reserves, the superintendent nmay use group

net hods and approxi mate averages for fractions of a year or

otherwi se. The valuation of the reserves of a conpany organi zed

under the |aws of a foreign governnent shall be linmted to its

Uni ted States business.

In lieu of the valuation of the reserves required of a

foreign or alien conpany. the superintendent may accept a

val uation made, or caused to be nade, by the insurance supervisory

official of any state or other jurisdiction when the valuation

conplies with the m ni num standard provided in sections 3903.72 to

3903. 7211 of the Revi sed Code.

(2) The provisions set forth in sections 3903. 723, 3903. 724,
3903. 725, and 3903. 727 of the Revised Code shall apply to al

policies and contracts, as appropriate, issued on or after January

1, 1989, and prior to the operative date of the valuation nmanual
The provisions set forth in sections 3903. 726, 3903. 728, and
3903. 729 of the Revised Code shall not apply to any such policies

and contracts.
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(3) The mnimum standard for the valuation of policies and

contracts issued prior to January 1, 1989, shall be that provided

by the laws in effect i mmediately prior to that date.

(BY(1) For all outstanding life insurance contracts, annuity

and pure endownrent contracts., deposit-type contracts, and acci dent

and health contracts of every conmpany issued on or after the

operative date of the valuation manual ., the superintendent shal

annual |y value, or cause to be valued, the reserve liabilities for

such contracts according to sections 3903. 727, 3903. 728, and

3903. 729 of the Revised Code. The valuation of the reserves of a

conpany organi zed under the |laws of a foreign governnent shall be

limted to its United States business.

In lieu of the valuation of the reserves required of a

foreign or alien conpany, the superintendent nay accept a

val uati on made, or caused to be nade, by the insurance supervisory

official of any state or other jurisdiction when the valuation

conplies with the m ni num standard provided in sections 3903.72 to

3903. 7211 of the Revi sed Code.

(2) The provisions set forth in sections 3903.728 and
3903. 729 of the Revised Code shall apply to all policies and

contracts issued on or after the operative date of the valuation

manual .

Sec. 3903.722. (A) This section shall apply prior to the

operative date of the val uation nmanual

(B) Every life insurance conpany doing business in this state

shall annually submt to the superintendent the opinion of a

qualified actuary as to whether the reserves and related actuaria

itens held in support of the policies and contracts specified by

rule by the superintendent are conputed appropriately, are based

on _assunptions that satisfy contractual provisions, are consistent

with prior reported amounts, and conply with the applicable | aws
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of this state. The superintendent shall adopt rul es establishing

the formand content of this opinion, and may require the life

i nsurance conpany to supply information in addition to that

contained in the actuarial opinion

(O (1) Every life insurance conpany. except as exenpted by

rul e adopted by the superintendent, shall also include in the

annual opinion required by division (B) of this section an opinion

of the sane qualified actuary as to whether the reserves and

related actuarial itens held in support of the policies and

contracts specified by rule by the superintendent, when consi dered

in light of the assets held by the conpany with respect to the

reserves and related actuarial itens., including the investnent

earni ngs on the assets and the considerations antici pated to be

received and retained under the policies and contracts, nake

adequat e provision for the conpany's obligations under the

policies and contracts, including the benefits under and the

expenses associated with the policies and contracts.

(2) The superintendent may provide by rule for a transition

period for establishing any higher reserves that the qualified

actuary nmay consi der necessary to render the opinion required by

division (G of this section

(D) Each opinion required by division (© (1) of this section

shall be governed by the foll owi ng provisions:

(1) The opinion shall be supported by a nmenprandum prepared

in a formand contain content as specified by rule by the

superi nt endent.

(2) If alife insurance conpany fails to provide a supporting

nenorandumwithin the period of tine specified by rule by the

superintendent, or if the superintendent determ nes that a

supporting menorandumfails to neet the standards set out in the

rule, or is otherwi se unacceptable to the superintendent, the
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superintendent nay enploy. at the expense of the insurance

conpany, a qualified actuary to review the opinion and the basis

for the opinion and prepare such supporting nmenorandumas is

required by the superintendent.

(E) Every opinion reauired by this section is governed by the

foll owi ng:

(1) The opinion shall be subnitted with the annual st at enent

reflecting the valuation of the reserve liabilities for each year
endi ng on or after Decenber 31, 2012

(2) The opinion shall apply to all business in force

including individual and group health insurance plans in form and

substance as specified in rules adopted by the superintendent.

(3) The opinion shall be based on standards adopted fromtine

to tine by the actuarial standards board of the Anerican acadeny

of actuaries and on such additional standards as the

superintendent may prescribe by rule.

(4) In the case of an opinion required to be submtted by a

foreign or alien life insurance conpany. the superintendent may

accept the opinion filed by that conpany with the insurance

requl atory authority of another state if the superintendent

deternm nes that the opinion reasonably neets the requirenents

applicable to a conpany donmiciled in this state.

(5) Except in cases of fraud or willful m sconduct, the

qualified actuary is not liable for damages in any civil action to

any person, other than the insurance conpany and the

superintendent, for any act, error, onission, decision, or conduct

with respect to the actuary's opinion.

(6) The superintendent shall establish by rule penalties for

an _insurance conpany's or qualified actuary's failure to conply

with this section.

Page 80

2424
2425
2426
2427

2428
2429

2430
2431
2432

2433
2434
2435

2436
2437
2438
2439

2440
2441
2442
2443
2444
2445

2446
2447
2448
2449
2450

2451
2452
2453



Sub. S. B. No. 140
As Reported by the Senate Insurance and Financial Institutions Committee

(7) Except as provided in divisions (E)(9) and (F) of this

section, docunents, materials, or other information in the

possession or _control of the departnent of insurance that are a

nenor andum i n_support of the opinion or other material provided by

the insurance conpany to the superintendent in connection with the

nenor andum shall be confidential by law and privileged, is not a

public record under section 149.43 of the Revised Code, shall not

be subject to subpoena, and shall not be subject to discovery or

adnmi ssible in evidence in any private civil action.

(8) Neither the superintendent nor any person who received

docunents, nmaterials, or other information while acting under the

authority of the superintendent shall be pernmtted or required to

testify in any private civil action concerning any confidenti al

docunents, materials, or information subject to division (F) of

this section.

(9) A nmenprandumin support of the opinion, and any other

associ ated material, nay be subject to subpoena for the purpose of

defendi ng an _action seeking damages fromthe actuary submtting

the nenorandum by reason of an action required by this section or

by rules adopted by the superintendent.

(10) If any portion of a confidential and privil eged

nenorandumis cited by the conpany in its nmarketing, is cited

before any governnental agency other than a state insurance

requl atory authority, or is released by the conpany to the news

nedi a, the entire nenorandum shall no | onger be confidential and

privil eged.

(F) Notwi thstanding division (E) of this section, the

superintendent may do any of the follow ng:

(1) Disclose nenoranda and other nmaterials described in this

section upon obtaining prior witten consent fromthe insurer to

whi ch the nmenorandum or other materials pertain;
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(2) Disclose nenoranda and other materials described in this

section to the Anerican acadeny of actuaries upon receipt of a

witten request fromthe acadeny stating that a nenorandum or

other material is required for the purpose of professiona

disciplinary proceedings. A request fromthe Anerican acadeny of

actuaries shall set forth the procedures to be used by the acadeny

for preserving the confidential and privileged status of the

nenor andum or _other material. |If the procedures set forth are not

sati sfactory to the superintendent, the superintendent shall not

rel ease the nmenorandum or other material to the acadeny.

(3) Share docunments and materials or other infornation,

including the confidential and privileged docunents., materials, or

information subject to division (E) of this section, with other

state, federal, and international requlatory agencies and | aw

enforcenent officials and with the nati onal associ ation of

i nsurance conmm ssioners and its affiliates and subsidi ari es,

provided that the recipient agrees to maintain the confidential or

privileged status of any confidential or privileged nenorandum or

other material and has the |l egal authority to do so;

(4) Use nenoranda and other materials described in this

section in the furtherance of any requlatory or |egal action

br ought by or on behalf of the superintendent or the state,

resulting fromthe exercise of the superintendent's official

duti es.

(G Notwithstanding divisions (E) and (F) of this section,

the superintendent may authorize the national association of

i nsurance conmi ssioners and its affiliates and subsi di ari es by

agreenent to share confidential or privileged nenoranda and ot her

mat erial received pursuant to division (F)(3) of this section with

|local, state, federal, and international requlatory and | aw

enforcenent agencies and with |ocal, state, and federal

prosecutors, provided that the recipient agrees to nmintain the
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confidential or privileged status of the confidential or

privil eged nenorandum or other material and has authority to do

SO.

(H Nothing in this section shall prohibit the superintendent

fromreceiving nenbranda and other material in accordance with
section 3901. 045 of the Revised Code.

(1) The superintendent nay enter into adreenents governing

the sharing and use of nenpranda and materials consistent with the

requi renments of this section

(J) No waiver of any applicable privilege or claimof

confidentiality in the nenoranda and naterials described in this

section shall occur as a result of sharing or receiving nenoranda

and material as authorized in divisions (F)(2) and (3), (Q. and

(H of this section.

Sec. 3903—+2 3903.723. (A Fhe-superintendent—of insurance
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5 Using the nortality, norbidity, and interest rates as

provided in divisions (B) to (H) of this section and in sections
3903. 724, 3903. 725, and 3903.727 of the Revised Code., the nininmum

standard for the valuation of policies and contracts shall be

derived according to the conni ssioners reserve val uati on net hods

defined in divisions (1) to (L) and (O of this section and

section 3903. 727 of the Revised Code for policies and contracts

i ssued on or after January 1, 1989.

(B) For ordinary life insurance policies, excluding

disability and accidental death benefits, issued on the standard

basi s—
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2 on or after January 1, 1989, the mninum standard for the 2782

val uation of policies and contracts shall be derived fromthe 2783

foll owi ng: 2784

(1) The commi ssioners 1980 standard ordinary nortality table: 2785

(2) At the election of the conpany for any one or nore 2786

specified plans of life insurance, the comm ssioners 1980 standard 2787

ordinary nortality table with ten-yvear select nortality factors; 2788

(3) Any ordinary nortality table, adopted after 1980 by the 2789

nati onal associ ation of insurance conm ssioners, that is approved 2790

by rul es adopted by the departnment of insurance for use in 2791

determ ning the m ni nrum standard of valuation for such policies. 2792

(€ For industrial life insurance policies, excluding 2793
disability and accidental death benefits, issued on the standard 2794
basi s+ 2795

; ; ' ; 2796

betore—Juby—17 1047 specitedina—witten notice by the corpany 2797
tothe superintendent—ot+ts electiontouse this table and -betore 2798
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I : . - Loeti i ble on

or after January 1, 1989, the mninum standard for the val uation

of policies shall be derived fromthe comm ssi oners 1961 standard

i ndustrial nortality tabl e anrdthreeandone-half percent
Hterest—betore January—1— 1975 fowr per—cent—tnterest-—on—and

nortality table adopted after 1980 by the national association of

i nsurance conmi ssioners that is approved by rules adopted by the

superintendent for use in determning the mninum standard of

val uation for the policies.

33(D) For all individual annuity and pure endowrent
contracts, excluding disability and acci dental death benefits;
ssyed—
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the issued on or after January 1. 1989, the m ninum standard for

the valuation of contracts shall be derived fromboth of the

foll owi ng:

(1) The valuation interest rates as defined in section
3903. 724 of the Revi sed Code;

(2) The 1971 individual annuity nortality table or any

nodi fication of that table approved by the superintendent andfour

anrd—ene—hal+—per—ecent—for—single—premumirrediate——contraects. The

superi ntendent may approve the use of any individual annuity
nortality table adopted after 1980 by the national association of
i nsurance conmi ssioners, either as adopted or as nodified by the
superintendent, for determining the mnimum standard for the

val uati on of such contracts.
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4-(E) For ak group annuity and pure endowrent contracts,
excludi ng disability and acci dental death benefits—purchased

secti-on—becane—operativefor—subsequent—contract—purchases in the
policies issued on or after January 1, 1989, the -groedp—ahnnuity

mortatitytable for—1951 any-rmpdibcation—of this table approved

the mni rum standard for the valuation of contracts shall be

derived fromboth of the foll ow ng

(1) The valuation interest rates as defined in section
3903. 724 of the Revi sed Code:

(2) The 1971 group annuity nortality table, or any
nodi fication of that table approved by the superintendent —anrd-six

after January—1,-1983. The superintendent may approve the use of
any group annuity nortality table adopted after 1980 by the

nati onal association of insurance conm ssioners, either as adopted
or as nodified by the superintendent, for determnining the m ninmm

standard for the valuati on of such contracts.
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53(F) For total and permanent disability benefits in or

suppl enentary to ordinary policies and contracts issued:

br(1) On and after January 1, 1961 1989, the m nimum

standard for the valuation of policies and contracts shall be

derived fromthe tables of period 2 disablenment rates and the 1930

to 1950 termination rates of the 1952 disability study of the

society of actuaries, with due regard for the type of benefits:+

fied v (D) (1) of thi . : i i
. licios Tl . I I e or
any other table of disablenent rates and ternination rates adopted
after 1980 by the national association of insurance comi ssioners

for use in determining the mnimum standard for the valuation of

such-total—and permanent—benefits those policies.

Any such table shall, for active lives, be conbined with a

nortality table permitted for calculating the reserves for life

i nsurance policies.

(2) The interest rate to be used in calculating m ninum

reserves for such benefits shall not exceed the applicable rate

specified in section 3903.724 of the Revised Code for ordinary

life insurance policies.
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63(GQ For accidental death benefits in or supplenentary to

policies issued:

br(1) On and after January 1, 1961 1989, the m nimum

standard for the valuation of policies shall be derived fromthe

1959 accidental death benefits tabl e—except—that a conpany—ray—
. on- he| loubl o ind . "

£ ad i vici 1) of : . : " i
asurancepolicies—The superintendent—mray—approvetheuse—of or
any accidental death benefits table adopted after 1980 by the
nati onal association of insurance conmi ssioners for use in
determ ning the mnimum standard for the valuation of such

acci dental death benefits that is approved in rules adopted by the

superi nt endent .

The tabl e used shall be conbined with a nortality table for

calculating the reserves for life insurance policies.

(2) The interest rate to be used in calculating mninum

reserves for such benefits shall not exceed the applicable rate

specified in section 3903.724 of the Revised Code for ordinary

life insurance policies.

B-(H) For group life insurance, life insurance issued on the

substandard basis and all other special benefits, such tables as
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may be approved by the superintendent anrdinterest—nottoexceed

 cabl Lo divisi E i :
; Lifo | Licies.

E—Fhis—divi-sien—defines—the (1) Except as otherw se

provided in divisions (L) and (O of this section and in section

3903. 727 of the Revised Code, reserves according to the

commi ssioners reserve val uati on nethod for akH—poeH-ecies—riders+

and-—supplermental—pobcy—provisions—w-th the |ife insurance e+ and
endowrent benefits—eor—boeth~ of policies providing for a uniform

arpuRts anobunt of H-fe insurance and requiring the paynment of
uni f orm pr em ums—Reserves—forsuchpoticies—riders—and

- , I : L dedi i yis = K
ef—this—seetion- shall be the excess, if any, of the present val ue
on the valuation date of the future guaranteed benefits over the
then present val ue eanthat—date of the any future nodified net

prem uns therefor. The nodified net premumis—a premuns for a

policy shall be the uniform percentage of each the respective

contract premum-specified prem uns for the guaranteed benefits

such that the present value, at the date of issue of the policy,

of all nodified net premuns shall be equal to the sumof the then
present val ue—en—-the—date—-ofissue of the futureguaranteed
benefits plus—theexcess provided for by the policy and the excess
of division {E-(1)(1) over division (E-(1)(2) of this section, as

foll ows:

(1) A net level annual premumequal to the present val ue, at
the date of issue, of such benefits provided for after the first
policy year, divided by the present value, at the date of issue,
of an annuity of one per annum payable on the first and each
subsequent anniversary of the policy on which a premumfalls due+

providedthat-—such. However, the net |evel annual prenium shal

not exceed the net |evel annual prem um on the nineteen-year

premiumwhole life plan for insurance of the same anount at an age
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one year higher than the age at issue of the policy.

(2) A net one-year term prem umfor such benefits provided

for inthe first policy year.

=-(J) This division defines the comi ssioners reserve
val uation nmethod for all life insurance policies issued on or
after January 1, 1989, that have a first year premumin excess of
the premumfor the second policy year and for which excess no
conparabl e benefit is provided in the first year and that provide
ei ther an endowmrent benefit or cash surrender value, or beth a

conmbi nation, in an anount greater than the excess prem um

that—di-vision—but—wi-th-the feollowing—changes The reserve according

to the conmi ssioners reserve valuation nethod as of any policy

anni versary occurring on or before the assuned endi ng date defi ned

herein as the first policy anniversary on which the sum of any

endownent benefit and any cash surrender value then available is

greater than the excess premumshall, except as otherw se

provided in division (O of this section, be the greater of either

of the foll ow ng:

(1) The reserve as of the policy anniversary, with the policy

anni versary being calcul ated as described in division (1) of this

section;

(2) The reserve as of the policy anniversary cal cul ated as

described in division (1) of this section, but wth:

H-(a) The value defined in division ¢B-(1)(1) of this
section shal—be being reduced by fifteen per cent of the anount

of such excess first-year prem um

23(b) Al present val ues of benefits and preni uns shalk—be

bei ng determi ned without reference to premnmiuns and benefits
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provided for by the policy after the assunmed endi ng date;

33(c) The policy shatl—be being assunmed to nature on the
assunmed endi ng date iAtheampunt—ofits as an endownent benefits

(d) The cash surrender val ue provided on the assuned endi ng

date being considered as an _endowrent benefit.

In making the above conparison., the nortality and interest

bases stated in this section and in section 3903.724 of the
Revi sed Code shall be used.

{5-(K) Reserves according to the comni ssioners reserve

val uation nethod shall be cal cul ated by a nethod consistent with

the principles of divisions (1) and (J) of this section for:

(1) AL Life insurance polici es—+iders—and-supplenental-
petey—proevisions providing for a varying ameunts anmount of life
i nsurance or requiring paynent of varying prem uns;

(2) Goup annuity and pure endowrent contracts purchased
under a retirenment plan or plan of deferred conpensation
establ i shed or mmi ntai ned by an enpl oyer, including a partnership
or sole proprietorship, or by an enpl oyee organi zati on, or by
bot h, other than a plan providing individual retirenment accounts
or individual retirenment annuities under section 408 of the

I nternal Revenue Code of 1954, as anended;

(3) Disability and accidental death benefits in all policies

and contracts; and
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(4) Al other benefits, except life insurance and endownent

benefits in life insurance policies and benefits provided by al

ot her annuity and pure endowrent contract s—shat—becaleculated by
hod . i h g neinl C divisi By of thi

(L) (1) This division defines the conmissioners annuity
reserve valuation nmethod for all annuity and pure endownent
contracts other than group annuity and pure endowrent contracts
purchased under a retirenment plan or plan of deferred
conpensati on, established or maintai ned 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, as anended.

(2) Reserves for benefits under such contracts, excluding
disability and accidental death benefits, shall be the greatest of
the respective excesses of the present values, at the date of
val uation, of the future guaranteed benefits, including guaranteed
nonforfeiture benefits, provided for by such contract at the end
of each respective contract year, over the present value, at the
date of valuation, of any future valuation considerations derived
fromfuture gross considerations required by the terns of the
contract that becone payable prior to the end of each such
respective contract year. The future guaranteed benefits shall be
determ ned by using the nortality table, if any, and the interest
rate, or rates, specified in such contracts for determnining
guar ant eed benefits. The val uation considerations are the portions
of the respective gross considerations applied under the ternms of

such contracts to determ ne nonforfeiture val ues.

(M (1) In no event shall a conpany's aggregate reserves
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for all life insurance polici es—to—whiechdivision{Bof this
section—appties, excluding disability and accidental death

benefits issued on or after January 1, 1989, be less than the

aggregate reserves cal culated in accordance with the nethod set

forth in divisions (B—F—S-(1), &(J), and (K., (L)._ (O,
and (P) of this section and the nortality table or tables and rate

or rates of interest used in calculating nonforfeiture benefits

for such policies.

(2) In no event shall the aggregate reserves for al

policies, contracts, and benefits be |l ess than the aggregate

reserves determ ned by the guali-fied appointed actuary to be

necessary to render the opinion required by évisteon{Byofthis
section 3903.722 of the Revised Code.

(N (1) Reserves for policies and contracts issued prior to

January 1, 1989, may be calcul ated, at the option of the conpany,

according to any standards that produce greater aggregate reserves

for all such policies and contracts than the mni numreserves

required by the laws in effect immediately prior to that date.

(2) Reserves for any category of policies, contracts, or

benefits as established by the superintendent, issued on or after

January 1, 1989, may be cal cul ated, at the option of the company,

according to any standards whieh that produce aggregate reserves
for such category greater than those cal cul ated according to the
nm ni num standards provided in this section, but the rate or rates
of interest used for policies and contracts, other than annuity
and pure endownent contracts, shall not be higher than the
corresponding rate or rates of interest used in cal culating any

nonforfeiture benefits provided for in such standards.

-(3) A conpany., which adopts at any tine a standard of

val uation producing greater aggregate reserves than those

cal cul ated according to the nm ni mum standard provi ded under
sections 3903.72 to 3903. 7211 of the Revised Code, nmy adopt a
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| ower standard of valuation with the approval of the

superintendent, but not |ower than the m ni num provided in these

sections. However, for the purposes of this division, the hol ding

of additional reserves previously deternm ned by the appointed

actuary to be necessary to render the opinion required by sections
3903. 722 and 3903. 726 of the Revised Code shall not be considered

to be the adoption of a higher standard of val uation.

(O If in any contract year the gross prenium charged by a

conpany on a policy or contract is |ess than the val uati on net

prem um cal cul ated by the nmethod used in cal culating the reserve

for a policy or contract but using the m nimum val uati on standards

of nortality and rate of interest is—worethanthe grosspremium
feor—suech—poliey—or——econtraect, the m nimumreserve required for such

policy or contract shall be the greater of either the reserve
cal cul ated according to the nortality table, rate of interest, and
nmet hod actually used for such policy or contract, or the reserve
cal cul ated by such nmethod but using the mninum val uation
standards of nortality and rate of interest and replacing the

val uation net premum by the actual gross prem umin each contract
year for which the valuation net prem um exceeds the actual gross
premium The minimum val uati on standards of nortality and rate of
interest referred to in this division are those required by
divi-ston—B) divisions (A) to (H) of this section and section
3903. 724 of the Revi sed Code.

I 2N i visi-on—tt . :
¥ hich t] o . divisi ) ot thi .
apphby—shall—be caleculated For a life insurance policy issued on or

after January 1, 1987, for which the gross premiumin the first

policy vear exceeds that of the second yvear and for which no

conparabl e additional benefit is provided in the first year for

the excess and that provides an endowrent benefit or a cash

surrender value or a conbination in an anount greater than the
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excess premum the provisions of this division shall be applied

as if the nethod used in calculating the reserve for such policy
were the nethod defined in division (1) of this section. The

nm ni num reserve for such policy, at each policy anniversary, shal

be the greater of the ninimumreserve calculated in accordance
with division (F-(J) of this section and in accordance with this

di vi si on.

5—Methodsfor determningthe reservesforplans—eof (P) In

the case of a plan of life insurance that provides for future

premi um det erm nati on, the ambunts of which are to be determ ned

by the insurance conpany based on then estinmates of future

experience, or in the case of a life insurance or annuity whiech

are that is of such a nature that the m ni numreserves cannot be

determ ned by the nethods described in divisions (1). (J). (K)

(LY. and (O of this section shalH—bepromigatedby—rule—-adopted

by—the superintendent—TFhe, the reserves to be held under sueh
prans—ust the plan shall be appropriate in relation to the

benefits and the pattern of premiuns for eaeh that plan and must
shall be conmputed by metheds—whi-ch—are a nmethod that is consistent

with the principles of this section as determ ned by rul es adopted

by the superintendent. Fhis—div-sion—-apptH-es—to—any—pltanoftife

M-(Q The superintendent shall adopt rules specifying
m ni mum reserve standards for the valuation of individual and

group health pl ans.

Sec. 3903721 3903.724. (A) Fhe This section shall determ ne

the cal endar year statutory valuation interest rate rates (VIR

e od by_divisi 5 o : | 4  cod Code|
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determned used in determning the mninmum standard for the

val uation of all of the foll ow ng:

(1) Life insurance policies issued on or after January 1,

1989:

(2) Individual annuity and pure endownent contracts issued on

or after January 1. 1989;

(3) Annuities and pure endownents purchased on or after

January 1, 1989, under group annuity and pure endownent contracts;

(4) The net increase, if any., in anmpunts held under a

quaranteed interest contact in a cal endar year after January 1,
1989.

(B) The cal endar vyear statutory valuation interest rates

shall be calculated as follows and the results rounded to the

nearest one-quarter of one per cent:

(1)(a) For ak- life insurance pelieies, by adding three per
cent to the result of multiplying W(the applicabl e weighting
factor) by R(sub-1) mnus three per cent (where R(sub-1) is the
| esser of the reference interest rate and nine per cent) and al so
adding the result of nultiplying one-half of the weighting factor
by R(sub-2) m nus nine per cent (where R(sub-2) is the greater of
the reference interest rate and nine per cent), expressed as
foll ows:

VIR = .03 + W(R(sub-1) - .03) + W2(R(sub-2) - .09)

(b) Provided that if the calendar year statutory val uation

interest rate for peetes a life insurance policy issued in any

cal endar year determined in accordance with this division does not

differ fromthe cal endar vear valuation interest rate for simlar

policies issued in the preceding cal endar year by at | east
one-half of one per cent, the calendar year valuation interest

rate for suech—poelicies the policy shall be equal to the cal endar
year valuation interest rate for the preceding cal endar year. For
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anry—ealendar—year—the The cal endar year statutory valuation
interest rate s shall be determ ned for each—precedingcalendar
year—starting—with 1980 and for each subsequent year prior to the

operative date of the valuation manual

(2) For all anRputy—and—guaranteedinterest—eontracts single

prem um i medi ate annuities and for annuity benefits involving

|ife contingencies arising fromother annuities with cash

settl enent options and from guaranteed i nterest contracts with

cash settlenent options by adding to three per cent the result of
nmul tiplying W(the applicable weighting factor) by R ninus three
per cent (where Ris the reference interest rate), expressed as
foll ows:

VIR = .03 + W(R -.03).

Providedthat

(3) Except as provided in division (B)(2) of this section,

for other annuities with cash settl ement options and guar ant eed

interest contracts with cash settl enent options, valued on an

i ssue year basis, the life insurance fornula stated in division
AH(B) (1) of this section shall apply to all annuity and
guaranteed interest contracts wth-cash-settlenent options—valued
en—ah—ssdHe—year—basis—and with guarantee durations in excess of
ten years etherthan-single premumimrediateanndities—and

. I . . . . . . .

. I w '

E I | bt ai I I i s e w :
i . hal || od I :

cent—

{By—Fhe—weightingfactors—for and the formula for single

prem umimediate annuities stated in division (B)(2) of this

section shall apply to annuities and guaranteed interest contracts

wi th guarantee duration of ten years or | ess.
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(4) For other annuities with no cash settl enent options and

for gquaranteed interest contracts with no cash settl enent options,

the fornula for single premiuminmedi ate annuities stated in

division (B)(2) of this section shall apply.

(5) For other annuities with cash settlenent options and

quaranteed interest contracts with cash settl enent options, val ued

on a change in fund basis, the fornula for single prenium

i medi ate annuities stated in division (B)(2) of this section

shal |l apply.

(C For life insurance peticies—change—wththe guarantee
duration—of the planof insurance—The, the guarantee duration is

the maxi mum nunber of years the life insurance can remain in force

on a basis guaranteed in the policy or under an option to convert
to a plan of life insurance with premumrates or nonforfeiture

val ues, or both, guaranteed in the policy. Fhe

(D) The weighting factors for the fornmulas prescribed in

division (B) of this section are shown in the follow ng table:

Wi ghting Factors for Life Insurance

Quar antee Duration Wi ghti ng
(Years) Fact ors
10 or less .50
More than 10, but not nore than 20 .45
More than 20 .35

{S-(E) The weighting factor for single prem umimredi ate
annuities and for annuity benefits involving life contingencies

arising fromother annuity and guaranteed interest contracts wth

cash settlenent options is eilghty—hundredihs . 80.

B)-(F) Wighting factors for all other annuity and guarant eed
interest contracts vary with the type of plan and guarantee

duration. The types of plans are as foll ows:

(1) A plan type Ais one in which funds nay not be w thdrawn
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or may be withdrawn in only one of three ways:

(a) Wth an adjustnment to reflect changes in interest rates

or asset val ues since receipt of the funds by the conpany;

(b) Wthout such adjustnent but in installnents over five or

nore years,;
(c) As an imediate life annuity.

(2) A plan type Bis one in which the funds may not be
wi t hdrawn before the expiration of the interest rate guarantee
unl ess an adjustnment is nmade to reflect changes in interest rates
or asset val ues since receipt of the funds by the conpany or
unl ess they are withdrawn in installnments over five or nore years.
At the end of the interest rate guarantee, funds rmay be w t hdrawn
in asingle sumor in installnments over |ess than five years

W t hout adj ust nment.

(3) Aplan type Cis one in which the funds nmay be w t hdrawn
before the end of the interest rate guarantee in a single sum or
in installnments over less than five years w thout adjustnent to

reflect changes in interest rates or asset values since receipt of

the funds by the conpany or subject only to a fixed surrender

charge stipulated in the contract as a percentage of the fund.

(4) The guarantee duration for an annuity or guaranteed
interest contract with cash settlenent options is the nunber of
years for which the contract guarantees interest rates in excess

of the cal endar year valuation interest rate for life insurance

policies with guarantee duration in excess of twenty years. The
guarantee duration for annuity and guaranteed interest contracts
wi t hout cash settlenment options is the nunber of years fromthe
date of issue or date of purchase to the date annuity benefits are

schedul ed to comrence.

(5) Annuity and guaranteed interest contracts with cash

settlenment options may be val ued on an issue year basis or on a
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change in fund basis. H—valded—en—anissue—year—basts—the

Annuity and guaranteed interest contracts w thout cash settlenent

options nust be valued on an issue year basis. As used in this

di vision, an issue vear basis of valuation refers to a valuation

basis under which the interest rate used to deternm ne the m ni mum

valuation standard for the entire duration of the annuity or

quaranteed interest contract is the cal endar year val uation

interest rate for the year of issue or yvear of purchase of the

annuity or gquaranteed interest contract, and the change in fund

basis of valuation refers to a valuation basis under which the

interest rate used to deternine the m ni num val uati on standard

applicable to each change in the fund held under the annuity or

guaranteed interest contract is the cal endar year val uation

interest rate for the vear of the change in the fund.

(6) Fhese—weighting Wighting factors for other annuities and
for quaranteed interest contracts, except as stated in division
(E) of this section, are specified irthe—appHeabletableshewr
bel ow. Fablel appliesto

(a) For annuity and guaranteed interest contracts val ued on

an i ssue year basis thateitherguaranteeintereston
constderationsrecelved-Apre than-—oneyear afterissueor—porchase
or—that—haveno—cash-settlepept—options—Table H—applHesto
anfu-y—and—guaranteed+nterest—econtracts—wth—cash-settlerent
options—valvedon—an—+Sssue—year—baststhat—do—not—guarantee
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3333

3334

3335

Wei ghting Factors for Annuities and Guarant eed 3336

Interest Contracts 3337

Fable—+ 3338
bssdeYear—Basis——tnterest—on-Constderattons—After Frst—Year 3339
Graranteed—O—No—Cash—SettHerprt—Options 3340

Wei ghting Factor for 3341

Pl an Type 3342

Guarantee Duration (Years) A B C 3343
5 or less . 80 . 60 .50 3344
More than 5, but not nore than 10 .75 . 60 .50 3345
More than 10, but not nore than 20 . 65 .50 .45 3346
More than 20 .45 .35 .35 3347
Fablte—+H- 3348
Fssue—Year—Basts———trterest—onr—Constderatters—AHter—F+st—Year 3349
NOF—Guaranteed—And—Cash—Settlenent—Options 3350

Vi ghtingFactor—for 3351

Pan—Type 3352

Gdaranhtee—Duration—{Years) A B c 3353
5—eortess —85 —65 —55 3354
More than 5—but not—morethan10 —80 —65 55 3355
More—than—3t0—but—nrot—wBre—than—20 —0 55 —50 3356
More—than—20 506 —40 —40 3357
Fable—HH 3358

Change—n—Fund Basis——|aterest—on Consi-derationsGCaaranteed 3359
More—Than—Twelve Months—After—Val uation—Date 3360
Veight+rg—Factor—for 3361

Plan—Type 3362

GdaranteeDburation{Years) A B c 3363
5-ortess —95 —85 55 3364
More—than—5——but—not—npre—than—10 —90 —85 55 3365
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Morethan—10—but not more than 20

2 &
2 &
5@

100
—95

-85
65

Plan—Type
A B
—90
90
80
-85

GdaranteeDburation{Years)

5 or less

More than 5—but notmorethan10
More than10— byt not more than 20
Morethan 20

saggo

{E)(b) For annuities and guaranteed interest contracts val ued

on a change in fund basis, the factors shown in division (F)(6)(a)

of this section increased by the foll owi ng amounts:

(i) For plan type A, .15;

(ii) For plan type B, .25;

(iii) For plan type C, .O05.

(c) For annuities and guaranteed interest contracts val ued on

an i ssue year basis, other than those with no cash settl enent

options, that do not guarantee interest on considerations received

nore than one vear after issue or purchase and for annuities and

guaranteed interest contracts valued on a change in fund basis

that do not quarantee interest rates on consi derations received

nore than twelve nonths beyond the valuation date, the factors

shown in item(F)(6)(a) or derived in item (F)(6)(b) increased by

.05 for all plan types.

(G The reference interest rate is determ ned by taking
conparing the nonthly average fe+ of the apptecableperiodeoft—tine

a \V/a¥a¥a a

corporates conposite yield of the nmonthly average on seasoned
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corporate bonds, as published by Mody's investors service, inc.

for the applicable tine period, as prescribed bel ow

(1) The reference interest rate for all life insurance is the
| esser of such average over the thirty-six nmonth period and such
average over the twelve-nmonth period ending on the thirtieth day

of June of the cal endar year preceding the year of issue.

(2) The reference interest rate for annuity and guaranteed
interest contracts with cash settlenment options, except single
prem um i medi ate annuities and annuity benefits involving life
contingencies arising fromother annuity and guaranteed interest
contracts with cash settlement options, valued on an issue year
basis with guarantee durations in excess of ten years, is the
| esser of such average over the thirty-six nmonth period and such
average over the twelve-nonth period ending on the thirtieth day

of June of the cal endar year of issue or purchase.

(3) The reference interest rate for other annuities with cash

settl enent options and guaranteed interest contracts with cash

settl enent options, valued on a vear of issue basis, except as

stated in division (GQ(6) of this section, with guarantee duration

of ten vears or less., such average over the twelve-nonth period

ending on the thirtieth day of June of the cal endar year of issue

or _purchase.

(4) The reference interest rate for other annuities with no

cash settl enent options and for gquaranteed interest contracts with

no cash settlenent options, such average over the twel ve-nonth

period ending on the thirtieth day of June of the cal endar year of

i ssue or_purchase.

(5) The reference interest rate for all other annuity and

guaranteed interest contracts with cash settlenent options val ued

on a change in fund basis is such average over the twel ve-nonth

period ending on the thirtieth day of June of the cal endar year in
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whi ch a change in the fund occurs.

4)3(6) The reference interest rate for all single prenium
i medi ate annuitiesys- and annuity benefits involving life
contingencies arising fromother annuity and guaranteed interest
contracts with cash settlenment options,—and—all—otherannuity—and
guaranteedinterest—contraets i s such average over the

twel ve-nonth period ending on the thirtieth day of June of the

cal endar year of issue or purchase.

53(7) If such corporate bond rate average is no | onger
publ i shed or the national association of insurance conm ssioners
determ nes that such average is no |onger appropriate, the
superintendent may by rule approve the use of any alternative
met hod for the determination of the reference interest rate

adopt ed by the comm ssioners.

Sec. 3903.725. For individual annuity and pure endownent

contracts issued on or after January 1, 1989, and for annuities

and pure endownents purchased on or after January 1, 1989, under

group annuity and pure endownent contracts, the m ni nrum st andard

of valuation shall be the conm ssioners reserve val uation nethods
defined in divisions (1). (J). (K). and (L) of section 3903.723 of

the Revised Code, interest rates defined in section 3903. 724 of

the Revised Code., and the follow ng tables:

(A) For individual single premiuminnedi ate annuity contracts

i ssued on or after January 1, 1989, excluding any disability and

accidental death benefits in those contracts, the 1971 individua

annuity nortality table or any individual annuity nortality table

adopted after 1980 by the national association of insurance

conmi ssioners that is approved in rules adopted by the

superintendent for use in determning the m ni num standard of

valuation for these contracts, or any nodification of these tables

approved by the superintendent;
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(B) For individual annuity and pure endownent contracts

i ssued on or after January 1, 1989, other than single preni um

i medi ate annuity contracts, excluding any disability and

accidental death benefits in those contracts, the 1971 individua

annuity nortality table or any individual annuity nortality table

adopted after 1980 by the national association of insurance

conmmi ssioners that is adopted in rules by the superintendent for

use in determning the m ni rum standard of val uation for those

contracts, or any nodification of these tables approved by the

superi nt endent ;

(O For annuities and pure endownents purchased on or after

January 1, 1989, under group annuity and pure endownent contracts,

excluding any disability and accidental death benefits purchased

under those contracts, the 1971 group annuity nortality table, or

any agroup annuity nortality table adopted after 1980 by the

nati onal association of insurance conmm ssioners that is approved

in rules adopted by the superintendent for use in determning the

m ni num st andard of valuation for annuities and pure endowrents,

or _any nodification of these tables approved by the

superi nt endent.

Sec. 3903.726. (A) This section shall apply on and after the

operative date of the val uation nmanual

(B) Every conpany with an outstanding life insurance

contract, accident and health insurance contract, or deposit-type

contract in this state that is subject to rules adopted by the

superintendent shall annually submit the opinion of an appointed

actuary as to whether the reserves and related actuarial itens

held in support of the policies and contracts are conputed

appropriately, are based on assunptions that satisfy contractual

provisions, are consistent with prior reported anpunts, and conply

with applicable |aws of this state. The val uation nmanual shal
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prescribe the specifics of this opinion.

(G Every conpany with an outstanding life insurance

contract, accident and health insurance contract, or deposit-type

contract in this state that is subject to rules adopted by the

superintendent. except as exenpted in the val uation manual . shal

al so annually include in the opinion reaquired by division (B) of

this section, an opinion of the sane appointed actuary as to

whet her the reserves and related actuarial itens held in support

of the policies and contracts specified in the valuation manual,

when considered in light of the assets held by the conpany with

respect to the reserves and related actuarial itens., including the

invest ment earnings on the assets and the consi derations

anticipated to be received and retained under the policies and

contracts, nmke adequate provision for the conpany's obligations

under the policies and contracts, including the benefits under and

expenses associated with the policies and contracts.

(D) _Each opinion required by divisions (B) and (C) of this

section shall be governed by the foll owi ng provisions:

(1) The opinion shall be in formand substance as specified

in the valuation manual and acceptable to the superintendent.

(2) The opinion shall be subnitted with the annual st at enent

reflecting the valuation of such reserve liabilities for each year

endi ng on or after the operative date of the val uati on manual

(3) The opinion shall apply to all policies and contracts

subject to division (€ of this section, plus other actuarial

liabilities as may be specified in the val uation nanual.

(4) The opinion shall be based on standards adopted fromtine

to tine by the actuarial standards board or its successor, and on

such additional standards as may be prescribed in the val uation

manual

(5) In the case of an opinion required to be submtted by a

Page 114

3490

3491
3492
3493
3494
3495
3496
3497
3498
3499
3500
3501
3502
3503
3504
3505

3506
3507

3508
3509

3510
3511
3512

3513
3514
3515

3516
3517
3518
3519

3520



Sub. S. B. No. 140
As Reported by the Senate Insurance and Financial Institutions Committee

foreign or alien conpany. the superintendent may accept the

opinion filed by that conpany with the insurance supervisory

official of another state if the superintendent determ nes that

the opinion reasonably neets the requirenents applicable to a

conpany domiciled in this state.

(6) Except in cases of fraud or willful m sconduct, the

appoi nted actuary shall not be |liable for damages to any person,

other than the insurance conpany and the superintendent, for any

act, error, oni ssion, decision, or conduct with respect to the

appoi nted actuary's opinion.

(7) Disciplinary action by the superintendent against the

conpany or the appointed actuary shall be defined in rules adopted

by the superintendent.

(E) In addition to the requirenents specified in division (D)

of this section, each opinion required by division (C) of this

section shall be governed by the follow ng provisions:

(1) A nenprandum_ in formand substance as specified in the

val uation manual . and acceptable to the superintendent., shall be

prepared to support each actuarial opinion

(2) If the insurance conpany fails to provide a supporting

nenor andum at the request of the superintendent within a period

specified in the valuati on manual or the superintendent determn nes

that the supporting nmenprandum provided by the insurance conpany

fails to neet the standards prescribed by the valuati on nmanual or

is otherw se unacceptable to the superintendent., the

superi ntendent may engage a qualified actuary at the expense of

the conpany to review the opinion and the basis for the opinion

and prepare the supporting nmenorandumrequired by the

superi nt endent.

Sec. 3903.727. For accident and health insurance contracts
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i ssued on or after the operative date of the valuation manual ., the

standard prescribed in the valuation manual is the m ni num

standard of valuation required under division (B) of section
3903. 721 of the Revised Code. For disability, accident and

sickness, accident and health insurance contracts issued on or

after January 1, 1989, and prior to the operative date of the

valuation manual ., the m ni num standard of valuation is the

standard adopted in rules by the superintendent.

Sec. 3903.728. (A) For policies issued on or after the

operative date of the valuation manual, the standard prescribed in

the valuation nmanual is the m ni nrum standard of valuation required

under division (B) of section 3903.721 of the Revised Code., except

as provided under divisions (E) and (G of this section.

(B) The operative date of the valuation nmanual is January 1

of the first calendar year following the first July 1 as of which

all of the follow ng have occurred:

(1) The val uation manual has been adopted by the nationa

association of insurance conmi ssioners by an affirmative vote of

at least forty-two nenbers, or three-fourths of the nenbers

voting, whichever is greater

(2) The standard valuation | aw, as anended by the nati onal

associ ation of insurance conm ssioners in 2009, or |eqislation

including substantially simlar terns and provi sions, has been

enacted by states representing greater than seventy-five per cent

of the direct premiuns witten as reported in one or nore of the

follow ng annual statenents subnmitted for 2008: |life, accident,

and health annual statenents; health annual statenents:; or

fraternal annual statenents.

(3) The standard valuation | aw, as anended by the nati onal

associ ation of insurance conm ssioners in 2009, or |eqislation
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i ncluding substantially simlar terns and provi sions, has been

enacted by at least forty-two of the following fifty-five

jurisdictions: the fifty states of the United States, Anmerican

Sanpa, the Anerican Virgin Islands, the District of Colunbia,

Guam and Puerto Ri co.

(C) Unless a change in the valuation nmanual specifies a |later

effective date, changes to the valuati on manual shall be effective

on January 1 following the date when all of the foll owi ng have

occurr ed:

(1) The change to the val uati on manual has been adopted by

the national association of insurance conni Ssioners by an

affirmative vote representing both of the foll ow ng:

(a) At least three-fourths of the nenbers of the nationa

associ ation of insurance conmmi ssioners voting, but not less than a

majority of the total nenbership:;

(b) Menbers of the national association of insurance

conm ssioners representing jurisdictions totaling greater than

seventy-five per cent of the direct premuns witten as reported

in one or nore of the follow ng annual statenents nost recently

available prior to the vote in division (©Q(1)(a) of this section:

life, accident, and health annual statenents:; health annual

statenents; or fraternal annual statenents.

(D) _The valuation manual shall specify all of the foll ow nag:

(1) Mninumvaluation standards for and definitions of the

policies or contracts subject to division (B) of section 3903.721

of the Revised Code. The m ni num val uati on standards shall be:

(a) The conmi ssioners reserve valuation nethod for life

i nsurance contracts, other than annuity contracts, subject to
division (B) of section 3903.721 of the Revised Code;

(b) The comm ssioners annuity reserve valuation nethod for
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annuity contracts subject to division (B) of section 3903.721 of
t he Revi sed Code:

(c) Mninumreserves for all other policies or contracts
subject to division (B) of section 3903.721 of the Revi sed Code.

(2) Wihich policies or contracts or types of policies or

contracts are subject to the requirenents of a principle-based
valuation in division (A of section 3903.729 of the Revi sed Code

and the m ni rum val uati on standards consistent with those

reqgui renents

(3) For policies and contracts subject to a principle-based

val uati on under section 3903.729 of the Revised Code:

(a) Requirenents for the format of reports to the

superintendent under division (B)(3) of section 3903.729 of the

Revi sed Code that shall include infornmation necessary to deternne

if the valuation is appropriate and in conpliance with sections
3903. 72 to 3903. 7211 of the Revised Code.

(b) Assunptions for risks over which the conpany does not

have significant control or influence.

(c) Procedures for corporate governance and oversi ght of the

actuarial function, and a process for appropriate waiver or

nodi fication of such procedures.

(4) For policies not subject to a principle-based val uation

under section 3903.729 of the Revised Code, the m ninum val uation

standard, which shall be or do either of the foll ow ng:

(a) Be consistent with the m ni num standard of val uation

prior to the operative date of the valuation manual

(b) Devel op reserves that quantify the benefits and

quar antees, and the funding, associated with the contracts and

their risks at a |l evel of conservatismthat reflects conditions

that include unfavorable events that have a reasonable probability
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of occurrinag.

(5) Gher requirenents, including those relating to reserve

net hods, nodels for neasuring risk, generation of econonic

scenari 0s, assunptions. margins., use of conpany experience, risk

neasur enent, disclosure, certifications, reports, actuarial

opi ni ons _and nenoranduns, transition rules, and internal controls;

(6) The data and formof the data required under section
3903. 7210 of the Revised Code, with whom the data nust be

subm tted, and other requirenents specified by the superintendent,

which may include data anal yses and reporting of analyses.

(E) In the absence of a specific valuation requirenent or if

a specific valuation requirenent in the valuation manual i S not,

in the opinion of the superintendent, in conpliance with sections
3903.72 to 3903.7211 of the Revised Code, then the conpany shall

with respect to such requirenents, conply with nm ni num val uati on

standards prescribed in rules adopted by the superintendent.

(F) The superintendent nmay engage a qualified actuary, at the

expense of the conpany. to performan actuarial exanm nation of the

conpany and opine on the appropriateness of any reserve assunption

or nethod used by the conpany, or to review and opine on a

conpany's conpliance with any requirenent set forth in sections
3903. 72 to 3903.7211 of the Revised Code. The superintendent nmy

rely upon the opinion, regardi ng provisions contained within
sections 3903.72 to 3903.7211 of the Revised Code, of a qualified

actuary engaged by the insurance comni ssioner of another state,

district, or territory of the United States. As used in this

division, the term"engage" includes enploynent and contracting.

(G The superintendent may require a conpany to change any

assunption or nethod that in the opinion of the superintendent is

necessary in order to conply with the requirenents of the

val uati on manual or sections 3903.72 to 3903. 7211 of the Revised
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Code, and the conpany shall adjust the reserves as required by the

superi ntendent. The superintendent may take other disciplinary

action as pernitted under applicable |aws.

Sec. 3903.729. (A A conpany shall establish reserves using a

princi pl e-based valuation that neets the follow ng conditions for

policies or contracts as specified in the valuation manual:

(1) The principle-based val uation shall gquantify the benefits

and gqguarantees, and the funding, associated with the contracts and

their risks at a |level of conservatismthat reflects conditions

that include unfavorable events that have a reasonable probability

of occurring during the lifetine of the contracts.

(2) The principle-based valuation shall reflect conditions,

for policies or contracts with significant tail risk,

appropriately adverse to quantify the tail risk

(3) The principle-based val uation shall incorporate

assunptions, risk analysis nethods, and financial npdels and

nanagenent techni ques that are consistent with, but not

necessarily identical to, those utilized within the conpany's

overall risk assessnent process, while recogni zi ng potenti al

differences in financial reporting structures and any prescribed

assunptions or nethods.

(4) The principl e-based val uation shall incorporate

assunptions that are derived in one of the foll owi ng nanners:

(a) The assunption is prescribed in the valuation nmanual.

(b) For assunptions that are not prescribed. the assunptions

shal I :

(i) Be established utilizing the conpany's avail abl e

experience, to the extent it is relevant and statistically

credi bl e;

(ii) To the extent conpany data is not avail able, rel evant,
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or statistically credible, be established utilizing other relevant

statistically credible experience.

(5) The principle-based valuation shall provide margins for

uncertainty including adverse deviation and estimation error, such

that the greater the uncertainty the |larger the margi n _and

resulting reserve.

(B) A conpany using a principle-based valuation for one or

nore policies or contracts subject to this section as specified in

the valuation nmanual shall do all of the foll ow nag:

(1) Establish procedures for corporate governance and

oversight of the actuarial valuation function consistent with

those described in the val uation nanual

(2) Provide to the superintendent and the conpany's board of

directors an annual certification of the effectiveness of the

internal controls with respect to the principle-based val uation

Such controls shall be designed to assure that all material risks

inherent in the liabilities and associ ated assets subject to such

valuation are included in the valuation, and that valuations are

made in accordance with the valuation nmanual. The certification

shall be based on the controls in place as of the end of the

precedi ng cal endar_vyear.

(3) Develop, and file with the superintendent upon request, a

princi pl e-based val uation report that conplies w th standards

prescribed in the val uation manual.

Sec. 3903.7210. A conpany shall submt nortality, norbidity,

pol i cyhol der behavi or, or expense experience and other data as

prescribed in the valuation manual for policies it has issued that

are in force on or after the operative date of the valuation

nanual .

Sec. 3903.7211. (A) As used in this section
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(1) "Confidential information" neans all of the foll ow ng:

(a) A nmenprandumin support of an opinion subnmtted under
sections 3903. 722 and 3903. 726 of the Revi sed Code and any ot her

docunents, materials., and other information, including all working

papers, and copies thereof. created. produced, or obtained by or

di scl osed to the superintendent or any other person in connection

with such nenorandum

(b) (i) Except as provided in division (A (1) (b)(ii) of this

section, all docunents, materials, and other information,

including all working papers, and copies thereof, created,

produced, or obtained by or disclosed to the superintendent or any

other person in the course of an exani nation nade under di Vi Sion
(F) of section 3903.728 of the Revised Code.

(ii) If an exam nation report or other material prepared in

connection with an exam nati on made under section 3901. 07 of the

Revi sed Code is not held as private and confidential infornmation

under that section, an exanination report or other naterial

prepared in connection with an exani nation made under division (F)

of section 3903.728 of the Revised Code shall not be consi dered

confidential information to the sane extent as if such exani nation

report or other material had been prepared under section 3901. 07
of the Revi sed Code.

(c) Any reports, docunents, naterials, and other information

devel oped by a conpany in support of, or in connection with, an

annual certification by the conpany under division (B)(2) of

section 3903.729 of the Revised Code evaluating the effectiveness

of the conpany's internal controls with respect to a

principl e-based valuation and any other docunents., nmaterials, and

other information, including all working papers., and copies

thereof, created, produced, or obtained by or disclosed to the

superintendent or any other person in connection with such

reports, docunents., materials, and other informtion;
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(d) Any principle-based val uation report devel oped under
division (B)(3) of section 3903.729 of the Revised Code and any

ot her docunents, materials, and other information, including al

wor ki ng _papers. and copies thereof. created. produced, or obtained

by or disclosed to the superintendent or any other person in

connection with such report;

(e) Any docunents, materials, data, and other information

subm tted by a conpany under section 3903.7210 of the Revised

Code, referred to collectively as "experience data," and any ot her

docunents, materials, data, and other information, including al

wor ki ng papers, and copies thereof, created or produced in

connection with such experience data. in each case that include

any potentially conpany-identifying or personally identifiable

information, that is provided to or obtained by the

superintendent, which when conbi ned with any experience data is

n

referred to as "experience naterials," and any other docunents,

materials, data, and other information, including all working

papers, and copies thereof. created. produced, or obtained by or

di scl osed to the superintendent or any other person in connection

with such experience materials.

(2) "Requl atory agency." "l aw enforcenent agency," and the

"nati onal association of insurance conm ssioners" includes their

enpl oyees, agents, consultants, and contractors.

(B) (1) Except as provided in division (B)(2) of this section

and as otherw se provided in this section, a conpany's

confidential information is confidential by |law and privileqged, is

not a public record under section 149.43 of the Revi sed Code,

shall not be subject to subpoena, and shall not be subject to

di scovery or adnissible in evidence in any private civil action.

Except as otherwi se provided in this section, neither the

superi nt endent nor _any person who received confidenti al

informati on while acting under the superintendent's authority
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shall be permtted or required to testify in any private civil

action concerning that confidential information.

(2) The superintendent is authorized to use the confidenti al

information in the furtherance of any requlatory or |egal action

br ought agai nst the conpany as a part of the superintendent's

official duties.

(O (1) In order to assist in the performance of the

superintendent's duties, the superintendent may share confidenti al

information with all of the foll ow ng:

(a) Oher state, federal, and international requlatory

agenci es:

(b) The national association of insurance conmi ssioners and

its affiliates and subsi di ari es;

(c) The actuarial board for counseling and discipline, or its

successor, in the case of confidential information specified in

divisions (A (1)(a) and (d) of this section only, upon a request

stating that the confidential information is required for the

pur pose of professional disciplinary proceedi ngs:

(d) State, federal. and international |aw enforcenent

officials.

(2) The superintendent nmay share confidential information as

specified in divisions (Q(1)(a) through (d) of this section only

if the recipient adrees, and has the legal authority to agree, to

maintain the confidentiality and privil eged status of such

docunents., materials., data, and other information in the sane

nanner _and to the sanme extent as required for the superintendent.

(D) The superintendent may receive docunents, materials,

data, and other information, including otherwi se confidential and

privil eged docunents, materials, data, or information, fromthe

nati onal association of insurance conmi ssioners and its affiliates
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and subsidiaries, fromrequlatory or |aw enforcenent officials of

other foreign or donestic jurisdictions, and fromthe actuari al

board for counseling and discipline or its successor. The

superintendent shall maintain as confidential or privileged any

docunent, material, data, or other information received with

notice or the understanding that it is confidential or privileged

under the laws of the jurisdiction that is the source of the

docunent, material, data, or other informtion.

(E) The superintendent may enter into adreenents governing

sharing and use of information consistent with this section

(F) No waiver of any applicable privilege or claimof

confidentiality in the confidential information shall occur as a

result of disclosure to the superintendent under this section or

as a result of sharing as authorized in division (C of this

section.

(G A privilege established under the |aw of any state or

jurisdiction that is substantially simlar to the privilege

established under this section shall be available and enforced in

any proceeding in, and in any court of, this state.

(H Notwithstanding divisions (B) to (G of this section, any

confidential information specified in divisions (A (1)(a) and (d)

of this section are subject to all of the foll ow ng:

(1) The confidential information mMay be subject to subpoena

for the purpose of defending an action seeki ng danages fromthe

appoi nted actuary subnmtting the rel ated nenorandumin support of
an _opinion submtted under sections 3903. 722 and 3903. 726 of the

Revi sed Code or principle-based val uation report devel oped under
division (B)(3) of section 3903.729 of the Revised Code by reason
of an action required by sections 3903.72 to 3903. 7211 of the

Revi sed Code or by rules adopted pursuant to those sections.

(2) The confidential information may ot herw se be rel eased by
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the superintendent with the witten consent of the conpany.

(3) Once any portion of a nenorandumin support of an opinion

subm tted under section 3903. 722 and 3903. 726 of the Revi sed Code
or _a principle-based valuation report devel oped under divi sion
(B)Y(3) of section 3903.729 of the Revised Code is cited by the

conpany in its marketing or is publicly volunteered to or before a

governnental agency other than a state insurance departnent or is

rel eased by the conpany to the news nedia, all portions of that

nenor andum or_report shall no | onger be confidential.

Sec. 3903.83. (A) For purposes of sections 3903.81 to 3903.93
of the Revised Code, a "conpany action |level event" is any of the

foll ow ng events:

(1) A donestic or foreign insurer's filing of an RBC report
that indicates that the insurer's total adjusted capital is
greater than or equal to its regulatory action |l evel RBC but |ess

than its conpany action | evel RBC

(2) Alife or health insurer's filing of an RBC report that
indicates that the insurer's total adjusted capital is greater
than or equal to its conpany action |level RBC but |ess than the
product of 25 3.0 and its authorized control |evel RBC, and that

i ndi cates a negative trend;

(3) A property and casualty insurer's filing of an RBC report
that indicates that the insurer's total adjusted capital is
greater than or equal to its conpany action |evel RBC but |ess
than the product of its authorized control Ievel RBC and 3.0, and
that triggers the trend test determned in accordance with the
trend test calculation included in the property and casualty RBC

i nstructions;

(4) The notification by the superintendent of insurance to an

i nsurer of an adjustnent to the insurer's RBC report, which
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adj usted RBC report shows the insurer's total adjusted capital
within the range described in either division (A (1) or (2) of
this section, provided that the insurer does not challenge the
adj usted RBC report under section 3903.87 of the Revised Code;

(5) The superintendent's notification to an insurer
follow ng the hearing required under section 3903.87 of the
Revi sed Code, that the superintendent has rejected the insurer's
chal l enge to an adjusted RBC report showing the insurer's total
adjusted capital within the range described in either division
(A (1) or (2) of this section.

(B) I'n the case of a conpany action |evel event, the insurer
shal |l prepare and submit to the superintendent an RBC plan that

shal | :

(1) ldentify the conditions that contributed to the conpany

action | evel event;

(2) Contain proposals of corrective actions that the insurer
intends to take to elinmnate the conditions |eading to the conpany

action | evel event;

(3) Provide projections of the insurer's financial results in
the current year and at |east the four succeeding years, both in
t he absence of the proposed corrective actions and giving effect
to the proposed corrective actions. The projections shall include
projections of statutory operating inconme, net incone, capital,
and surplus. Projections for both new and renewal business nay
i ncl ude separate projections for each major |ine of business, and
may separately identify each significant income, expense, and

benefit conponent of the projection.

(4) ldentify the key assunptions inpacting the insurer's
proj ecti ons made pursuant to division (B)(3) of this section, and

describe the sensitivity of the projections to the assunptions;

(5) ldentify the quality of, and problens associated with,
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the insurer's business, including, but not linmted to, its assets,
antici pated busi ness growth and associ ated surplus strain,
extraordi nary exposure to risk, mix of business, and use of

rei nsur ance.

(© The RBC plan shall be submitted within forty-five days
after a conpany action |evel event. However, if an insurer has
chal | enged an adj usted RBC report pursuant to section 3903.87 of
the Revised Code, the RBC plan need not be submitted until after
the hearing required under section 3903.87 of the Revised Code. If
the superintendent rejects the insurer's challenge, the RBC plan
shall be subnmitted within forty-five days after the
superintendent's notification to the insurer of the rejection of

the chal | enge.

(D)(1) Wthin sixty days after an insurer subnmts an RBC pl an
to the superintendent, the superintendent shall either require the
insurer to inplement the RBC plan or shall notify the insurer that
the RBC plan is unsatisfactory in the judgnment of the
superintendent. If the superintendent has determ ned that the RBC
plan is unsatisfactory, the notification to the insurer shall set
forth the reasons for the determ nation, and may set forth
proposed revisions that will render the RBC plan satisfactory in
the judgnment of the superintendent. Upon such notification from
the superintendent, the insurer shall prepare and submit a revised
RBC pl an, which may incorporate by reference any revisions

proposed by the superintendent.

(2) If an insurer challenges, under section 3903.87 of the
Revi sed Code, a notification fromthe Superintendent that the
insurer's RBC plan or a revised RBC plan is unsatisfactory,
subm ssion of a revised RBC plan need not be made unl ess the
superintendent rejects the insurer's challenge follow ng the
hearing required by section 3903.87 of the Revised Code and then

notifies the insurer of this rejection
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(3) An insurer shall subnmit a revised RBC plan to the
superintendent within forty-five days after receiving notification
fromthe superintendent that its RBC plan is unsatisfactory, or
that its challenge to a notification nmade under division (D)(1) of

this section has been rejected, as applicable.

(E) Notw thstanding division (D) of this section, if the
superintendent notifies an insurer that its RBC plan or revised
RBC plan is unsatisfactory, the superintendent nmay, at the
superintendent's discretion, but subject to the insurer's right to
a hearing under section 3903.87 of the Revised Code, specify in
the notification that the notification constitutes a regulatory

action | evel event.

(F) Every domestic insurer that submts an RBC plan or
revised RBC plan to the superintendent shall file a copy of the
RBC plan or revised RBC plan with the insurance regul atory
authority of every state in which the insurer is authorized to do
busi ness upon receiving the insurance regul atory authority's
witten request for a copy of the plan, if the state has a
confidentiality law with provisions substantially simlar to those
set forth in divisions (A) and (B) of section 3903.88 of the
Revi sed Code. The insurer shall file the copy in that state no

|ater than the | ater of:

(1) Fifteen days after receiving the request for a copy of

the pl an;

(2) The date on which the RBC plan or revised RBC plan is

filed pursuant to division (C) or (D) of this section.

Sec. 3906.01. As used in this chapter:

(A) "Annual financial statenent" neans an insurer's

statutorily required financial statenent under the insurer's

respective authorizing chapter of the Revised Code.
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(B) "Authorized control |evel risked-based capital" neans

aut hori zed control |evel RBC as defined in sections 1753.31 and
3903. 81 of the Revi sed Code.

(G "Cash equivalent" nmeans a short-term highly liguid

investment that is both readily convertible to known amounts of

cash and so near its maturity that it presents an insignificant

ri sk of change in value because of changes in interest rates, and

that has an original maturity date, to the entity holding the

i nvestnment, of three nonths or | ess.

(D) "Covered" neans that an insurer owns, or can imediately

acquire through the exercise of options, warrants, or conversion

rights already owned. the underlying interest in order to fulfil

or secure its obligation under the option, cap, or floor it has

witten.

(E)(1) "Derivative instrunment” neans an adreenent, option,

instrument, or a series or a conbination thereof of either of the

followi ng types:

(a) To make or take delivery of, or assunme or relinquish, a

specified anobunt of one or nore underlying interest, or to nake a

cash settlenent in |lieu thereof;

(b) That has a price, performance, value, or cash flow based

primarily upon the actual or expected price, |level, performance,

val ue, or cash flow of one or nore underlying interests.

(2) "Derivative instrument" includes options, warrants, caps,

floors, collars, swaps, forwards, futures, and any other

agreenents, options, or instrunments substantially simlar thereto

or _any series or conbination thereof.

(F) "Derivative transaction" neans a transaction involving

the use of one or nore derivative instrunents.

(G "Heddging transaction"” neans a derivative transaction that
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is entered into and mai ntained to reduce either of the foll ow ng:

(1) The risk of economic |oss due to a change in the val ue,

vield, price, cash flow, or quantity of assets or liabilities that

the insurer has acquired or incurred or anticipates acquiring or

i hcurring:

(2) The currency exchange rate risk or the dedgree of exposure

as to assets or liabilities that an insurer has acquired or

i ncurred or anticipates acquiring or incurring.

(H "lncone generation" neans a derivative transaction

involving the witing of covered options, caps. or floors that is

intended to generate incone or enhance return

(1) "lower-grade investnment" nmeans a rated credit instrunent

or debt-like preferred stock rated 4. 5. or 6 by the securities

val uation office.

(J) "Mediumgrade investnent" nmeans a rated credit instrunent

or debt-like preferred stock rated 3 by the securities valuation

of fice.

(KN "Mninum asset _requirenent" is the requirenment that an

insurer nmaintain assets in an anmount equal to the sum of the

insurer's liabilities and its mninumfinancial security

benchmark, as required by division (A of section 3906.11 of the
Revi sed Code.

(L) "Mninmum financial security benchnmark” is the anpunt an

insurer is required to have under section 3906.03 of the Revised
Code.

(M "Replication transaction" neans a derivative transaction

that is intended to replicate the perfornmance of one or nore

assets that an insurer is authorized to acquire under this

chapter. "Replication transaction” does not include a derivative

transaction that is entered into as a heddi ng transaction.
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(N) "Securities valuation office" neans the securities

val uation office of the national association of insurance

conm Ssioners or_any successor office.

(O "Securities valuation office listed mutual fund" neans a

noney market nutual fund or short-termbond fund that is

regi stered with the United States securities and exchange

commi ssion _under _the "l nvest nent Conpany Act of 1940." 54 Stat.
789, 15 U.S.C. 80a-1 to 80a-64, and that has been deterni ned by

the securities valuation office to be eligible for special reserve

and reporting treatnent, rather than as conmmbn st ock

(P) "Securities valuation office |listed exchange traded fund"

neans a bond or preferred stock exchange traded fund that is

regi stered with the United States securities and exchange

commi ssion_under _the "l nvestnent Conpany Act of 1940." 54 Stat.
789, 15 U.S.C. 80a-1 to 80a-64. and that has been rated 1 or 2 by

the securities valuation office and determ ned by the office to be

eligible for special reserve and reporting treatnment, rather than

as_conmbn_st ock

(Q "Superintendent" neans the superintendent of insurance.

Sec. 3906.02. (A) This chapter, and any rul es adopted under

it, apply to entities organi zed under Chapters 1731., 1751.,
3907., 3919., 3921., 3925., 3931., 3939.. 3941.. and 3953. of the
Revi sed Code.

(B) An insurer may apply to the superintendent for perm ssion

to make investnents under this chapter. in |lieu of making

i nvest nents under any other section of the Revised Code.

(C In determning whether to pernit an entity to invest

pursuant to this chapter, the superintendent shall consider all of

the foll ow ng:

(1) The character, reputation, and financial standing of the
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officers of the entity:;

(2) The character, reputation, and financial condition of the

entity;

(3) The adequacy of the expertise, experience, character, and

reputation of the person or persons who will manage the

i nvestnents on behalf of the entity;

(4) The quality of the enterprise risk nanagenent program

i npl enented by the entity to identify, assess, nonitor, manage,

and report on its key investnent and related risks:;

(5) Any other factor the superintendent considers rel evant.

(D) Separate accounts established in accordance with section
3907. 15 of the Revised Code shall continue to be governed by that

section.

Sec. 3906.03. (A (1) Unless otherwi se established in

accordance with divisions (A (2) and (3) of this section. the

ampunt of the mninum financial security benchmark for an insurer

shall be the greatest of the follow ng:

(a) The authorized control |evel risk-based capital

applicable to the insurer, as defined and set forth by sections
1753.31 to 1753.43 or 3903.81 to 3903.93 of the Revised Code. |ess

the asset valuation reserve as defined in the risk-based capital

instructions defined in division (M of section 3903.81 of the
Revi sed Code;

(b) The mnimum capital or nmnimum surplus required by

statute or rule for mmintenance of an insurer's certificate of

authority in this state;

(c) Al invested assets of an entity organi zed under Chapter
3919. or 3939. of the Revised Code;

(d) For title insurers, the quotient of annualized net earned
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prem uns di vided by eight;

(e) For multiple enployer welfare arrangenents, the qgreater

of three hundred per cent of the risk-based capital anpunt

reported in the annual statenment or the quotient of annualized net

earned prem uns _divi ded by twelve.

(2) The superintendent may. in accordance with division (B)

of this section, establish by order a mni numfinancial security

benchmark to apply to a specific insurer that exceeds the anpunt

arrived at under division (A (1) of this section.

(3) The superintendent nmay by rul e change the nini num

financial security benchmark that is a nultiple of authorized

control level risk-based capital, or equivalent risk-based capital

calculation, to apply to any class of insurers provided the anpunt

established by the rule is not less than the anpbunt arrived at

under division (A(1) of this section.

(B) The superintendent shall deterni ne the anpunt of mi ni num

capital or mininmumsurplus as specified in division (A)(1)(b) of

this section to determine an insurer's mninumfinancial security

benchmar k. The anpunt shall be sufficient to provide reasonabl e

security against contingencies affecting the insurer's financia

position that are not fully covered by reserves or by reinsurance.

(1) In determ ning this anpunt, the superintendent shal

consider all of the follow ng risks:

(a) Increases in the frequency or severity of |osses beyond

the levels contenplated by the premiumrates charged:

(b) Increases in expenses beyond those contenplated by the

prem um rates charged;

(c) Decreases in the value of assets, or the return on

i nvested assets bel ow those pl anned on;

(d) Changes in econonic conditions that would nake liquidity
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nore inportant than contenpl ated and would force untinely sal e of

assets or prevent tinely investnents:

(e) Currency devaluation to which the insurer may be subject;

(f) Any other contingencies the superintendent identifies

that may affect the insurer's operations.

(2) In determining the mininmumfinancial security benchmark

under division (A (2) of this section, the superintendent shal

al so take into account the followi ng factors:

(a) The nost reliable infornmati on available as to the

magni tude of the various risks under division (B)(1) of this

section;

(b) The extent to which the risks in division (B)(1) of this

section are independent of each other or are related. and whether

any dependency is direct or inverse;

(c) The insurer's recent history of profits or |osses;

(d) The extent to which the insurer has provi ded protection

agai nst _adverse contingencies in ways other than the establishnent

of surplus, including redundancy of prem uns. adjustability of

contracts under their terns, investnent valuation reserves,

whet her voluntary or mandatory., appropriate reinsurance, the use

of conservative actuarial assunptions to provide a nargin of

security, reserve adjustnents in recognition of previous rate

i nadequaci es, conti ngency or catastrophe reserves, diversification

of assets, and underwiting risks;

(e) | ndependent judonents on the soundness of the insurer's

operations, as evidenced by the ratings of reliable professiona

financial reporting services;

(f) Any other factor the superintendent considers relevant.

Sec. 3906.04. (A) Subject to this chapter, an insurer naking
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investments under this chapter nay |oan or invest its funds, and

may buy, sell, hold title to, possess, occupy. pledge, convey,

nanage, protect, insure, and deal with its investnents, property,

and other assets to the sane extent as any other person or

corporation under the laws of this state and of the United States.

(B Wth respect to all of the insurer's investnents, the

board of directors of an insurer neking investnents under this

chapter shall exercise the judgnent and care, under the

ci rcunst ances then prevailing, that persons of reasonable

prudence, discretion, and intelligence would exercise in the

managenent of a like enterprise, not in regard to specul ati ng but

in regard to the permanent disposition of their funds, considering

the probable incone as well as the probable safety of their

capital. Investnents shall be of sufficient value, liguidity, and

diversity to assure the insurer's ability to neet its outstandi ng

obl i gati ons based on reasonabl e assunpti ons as to new busi ness

production for current lines of business. As part of its exercise

of judgnent and care. the board of directors shall take into

account the prudence evaluation criteria of division (C of

section 3906.05 of the Revised Code. The exercise of judgnent and

care by the board of directors under this section shall also be
governed by sections 1701.59 and 1702. 30 of the Revised Code., as

appli cabl e.

(C An insurer making investnents under this chapter shall

establish and inplenent internal controls and procedures to assure

conpliance with investnent policies and procedures to assure that

all of the followi ng are net:

(1) The insurer's investnent staff and any consultants used

are reputabl e and capabl e.

(2) A periodic evaluation and nonitoring process occurs for

assessing the effectiveness of investnent policy and strateqies.
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(3) Managenent's performance is assessed in neeting the

stated objectives within the investnent policy through periodic

presentations to the board of directors.

(4) Appropriate analyses are undertaken on the dedgree to

whi ch asset cash flows are adequate to neet liability cash fl ows

under different econonic environnents. These anal yses shall be

conducted at | east annually and nake specific reference to the

econoni ¢ _condi ti ons consi der ed.

Sec. 3906.05. (A) An insurer making investnents under this

chapter shall consider the factors listed in division (C of this

section along with its business in determ ning whether an

i nvestment portfolio or investnent policy is prudent.

(B) The superintendent shall consider the factors listed in

division (C of this section prior to naking a determ nation that

an insurer's investnent portfolio or investnent policy is not

prudent .

(C Insurers and the superintendent shall consider the

following factors according to divisions (A and (B) of this

section:

(1) General economc conditions:

(2) The possible effect of inflation or deflation;

(3) The expected tax consequences of investnent decisions or

strateqi es;

(4) The fairness and reasonabl eness of the terns of an

investment considering its probable risk and reward

characteristics and relationship to the investnent portfolio as a

whol e;

(5) The extent of the diversification of the insurer's

i nvestments anong all of the foll ow ng:
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(a) Individual investnments:

(b) d asses of investnents:

(c) Industry concentrations;

(d) Dates of maturity:

(e) Geodraphic areas.

(6) The quality and liquidity of investnments in affiliates:;

(7) The investnent exposure to all of the follow ng risks,

quantified in a manner consistent with the insurer's acceptable

risk level as described in the insurer's witten investnent

policy, required under division (H) of section 3906.06 of the
Revi sed Code:

(a) Liquidity:

(b) Credit and default;

(c) Systenic or narket;

(d) Interest rate;

(e) Call, prepaynent, and extension;

(f) Currency;

(g) Foreign sovereidn

(8) The anmpunt of the insurer's assets, capital and surpl us.,

premumwitings, insurance in force, and other appropriate

characteristics;

(9) The anmpunt and adequacy of the insurer's reported

liabilities;

(10) The relationship of the expected cash flows of the

insurer's assets and liabilities, and the risk of adverse changes

in the insurer's assets and liabilities;

(11) The adequacy of the insurer's capital and surplus to

secure the risks and liabilities of the insurer;
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(12) Any other factors relevant to whether an investnent is

prudent .

Sec. 3906.06. |In acquiring, investing. exchandgi ng, hol di nqg,

selling. and nmanagi ng i nvestnents under this chapter. an insurer

shall establish and follow a witten i nvestnent policy that shal

be reviewed and approved by the insurer's board of directors on at

| east an annual basis. The content and format of an insurer's

i nvest ment policy are at the insurer's discretion, but shal

include witten guidelines appropriate to the insurer's business

with regard to all of the foll ow ng

(A) The general investnent policy of the insurer, containing

policies, procedures, and controls covering all aspects of the

i nvesting function;

(B) Quantified goals and objectives reqgarding the conposition

of classes of investnents, including maximuminternal limts;

(C) Periodic evaluations of the investnment portfolio as to

its risk and reward characteristics;

(D) Professional standards for the individuals making

day-to-day investnent decisions to assure that investnents are

nanaged in an ethical, prudent., and capabl e manner:

(E) The types of investnents that are allowed and that are

prohi bited, based on their risk and reward characteristics and the

insurer's | evel of experience with the investnents;

(F) The relationship of classes of investnents to the

insurer's insurance products and liabilities:

(G The manner in which the insurer intends to inplenent
section 3906.05 of the Revi sed Code;

(H The level of risk, based on quantitative nmeasures,

appropriate for the insurer given the level of capitalization and

expertise available to the insurer.
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Sec. 3906.07. Al of the followi ng classes of investnents nay

be counted for the purposes specified in section 3906.11 of the

Revi sed Code, whether they are made directly or as a partici pant

in a partnership, joint venture, or limted liability conpany:

(A) Cash, and cash equivalents, in the direct possession of

the insurer or on deposit with a financial institution requl ated

by any federal or state agency of the United States;

(B) Bonds, debt-like preferred stock, and ot her evidences of

i ndebt edness of governnental units in the United States or Canada,

or the instrunentalities of the governnental units, or private

busi ness entities domciled in the United States or Canada.

includi ng asset-backed securities, securities valuation office

listed mutual funds, and securities valuation office |listed

exchange traded funds;

(C Loans with a loan to value ratio of no greater than

eighty per cent that are secured by nortgages, trust deeds, or

other security interests in real property located in the United

States or Canada, or secured by insurance against default issued

by a governnent insurance corporation of the United States or

Canada or by an insurer authorized to do business in this state;

(D) Unaffiliated conmon stock, or equity-like preferred

stock, or equity interests in any business entity organi zed under

the United States, any state thereof, the District of Colunbia,

the Commpnweal th of Puerto Rico, Canada., or any province or

territory of Canada., or shares of nmutual funds or exchange traded

funds reqgistered with the securities and exchange conmi ssion of
the United States under the "l nvestnent Conpany Act of 1940," 54
Stat. 789, 15 U.S.C. 80a-1 to 80a-64, other than securities

val uation office listed nmutual funds and securities val uation

office listed exchange traded funds;
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(E) Real property necessary for the conveni ent transaction of

the insurer's business:;

(F) Real property, together with the fixtures, furniture,

furnishings, and equi pnent pertaining thereto in the United States

or Canada, which produces, or after suitable inprovenent can

reasonably be expected to produce, substantial incone;

(G Loans, securities, or other investnents of the types

described in divisions (A to (F) of this section in countries

other than the United States and Canada;

(H Bonds or other evidences of indebtedness of internationa

devel opnent organi zations of which the United States is a nenber;

(1) Loans upon the security of the insurer's own policies in

amounts that are adequately secured by the policies and that in no

case exceed the surrender values of the policies:;

(J) Subsidiary or affiliate equity investnents. including

commpbn stock, equity-like preferred stock, limted liability

partnerships, or limted liability nenbership interests, of

entities that are engaged exclusively in insurance, finance, or

invest ments, and investnent managenent conpanies that are

registered with the securities and exchange comm Ssion under the
"]l nvest nent Conpany Act of 1940," 54 Stat. 789, 15 U.S.C. 80a-1 to

80a- 64, as anended:

(K) Investnments not otherwi se permtted by this section, not

specifically prohibited by statute, to which both of the foll ow ng

appl y:

(1) The assets do not exceed five per cent of the first five

hundred million dollars of the insurer's adnmtted assets plus ten

per cent of the insurer's adnitted assets exceeding five hundred

mllion dollars.

(2) The assets qualified to neet the m ni num asset
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reqgui renent _at the tinme they were acquired.

Sec. 3906.08. (A) For the purposes of deternining an

insurer's nmnimum asset requirenment under section 3906.11 of the

Revi sed Code., the following limtations on classes of investnents

shall apply:

(1) For investnents authorized by division (B) of section

3906. 07 of the Revised Code and investnents authorized by division

(G of section 3906.07 of the Revised Code that are of the types
described in division (B) of section 3906.07 of the Revised Code

the following limtations shall apply:

(a) The agaregate anpunt of nmedium and | ower-qgrade

investnments shall be not nore than twenty per cent of an insurer's

adnm tted assets.

(b) The aqgregate anpbunt of | ower-grade investnments shall be

not nore than ten per cent of an insurer's admtted assets.

(c) The aggreqgate anpunt of investnents rated 5 or 6 by the

securities valuation office shall be not nore than five per cent

of the insurer's adm tted assets.

(d) The agagregate anpunt of investnents rated 6 by the

securities valuation office shall be not nore than one per cent of

an insurer's admtted assets.

(e) The agaregate anpunt of nedium and | ower-grade

investments that receive as cash incone less than the vield for

treasury issues with a conparative average life shall be not nore

than one per cent of an insurer's admtted assets.

(2) Investnents authorized by division (C of section 3906.07

of the Revised Code shall be not nore than forty-five per cent of

an insurer's adnitted assets in the case of life insurers and not

nore than twenty-five per cent of an insurer's admtted assets in

the case of insurers that are not |life insurers.
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(3) Investnents authorized by division (D) of section 3906.07

of the Revised Code shall be not nore than twenty per cent of an

insurer's admtted assets in the case of |life insurers and not

nore than twenty-five per cent of an insurer's admtted assets in

the case of insurers that are not life insurers.

(4) Investnents authorized by division (E) of section 3906. 07

of the Revised Code shall be not nore than ten per cent of an

insurer's admtted assets.

(5) Investnents authorized by division (F) of section 3906.07

of the Revised Code shall be not nore than ten per cent of an

insurer's admtted assets.

(6) Investnents authorized by division (G of section 3906.07

of the Revised Code shall be not nore than twenty per cent of an

insurer's adnmtted assets.

(7) Investnents authorized by division (H of section 3906.07

of the Revised Code shall be not nore than two per cent of an

insurer's admtted assets.

(8) Investnents authorized by division (J) of section 3906.07

of the Revised Code shall be not nore than ten per cent of an

insurer's admitted assets in the case of life insurers and not

nore than three per cent of an insurer's adntted assets in the

case of insurers that are not life insurers. An insurer may exceed

the limts described in division (A)(8) of this section with

investments in a wholly owned donestic insurer, or in a

corporation, or simlar business entity organi zed under the | aws

of the United States. any state thereof, or any other jurisdiction

approved by the superintendent, that is fornmed and naintained to

acquire or hold shares of an insurer, with the prior witten

consent of the superintendent.

(B) (1) For purposes of deternining conpliance with section

3906. 11 of the Revised Code, securities issued by a single entity
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and its affiliates, other than the governnent of the United

States, or agenci es whose securities are backed by the full faith

and credit of the United States, and subsidi aries authorized under

division (J) of section 3906.07 of the Revised Code. shall be not

nore than five per cent of an insurer's admtted assets in the

case of life insurers and shall be not nore than five per cent of

an insurer's adnitted assets in the case of insurers that are

non-life insurers.

(2) Notwi thstanding division (B)(1) of this section,

investnments in the voting securities of a depository institution

or _any conpany that controls a depository institution, shall not

exceed five per cent of an insurer's admtted assets.

(O For purposes of deternining conpliance with this section,

the adnmitted portion of assets of subsidiaries of an insurer

i nvested in under division (J) of section 3906.07 of the Revised

Code shall be deened to be owned directly by the insurer and any

other investors in proportion to the narket value of their

interest in the subsidiaries. If interest in the subsidiary has no

nar ket value, then the asset allocation proportion shall be

deternm ned by the reasonable value of interest in the subsidiary

as determ ned under the national association of insurance

conm ssioners' accounting practices and procedures manual .

(D) If the superintendent considers it necessary to get a

proper evaluation of the investnment portfolio of an insurer, the

superintendent nmry require that investnents in nutual funds,

exchange traded funds. pool ed investnent vehicles, or other

i nvest nent conpani es be treated for purposes of this chapter as if

the investor owned directly its proportional share of the assets

owned by the nmutual fund, exchange traded fund. pool ed investnent

vehicle, or investnent conpany.

(E) Unless otherw se specified in this chapter, an insurer's

investnment limtations shall be conputed using the insurer's
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general account admtted assets, capital. or surplus as reported

in the insurer's nost recent annual financial statenent required

to be filed with the superintendent.

Sec. 3906.09. An insurer investing under this chapter that is

doi ng business that requires the insurer to nake paynent in

different currencies shall have investnents in securities in each

of these currencies in an anount that, independent of all other

i nvestments, neets the requirenents of this chapter, as applied

separately to the insurer's obligations in each currency. The

superintendent nmy, by order, exenpt an insurer, or, by rule, a

class of insurers, fromthis requirenent if the obligations in

other currencies are small enough that no significant problemfor

financial solidity would be created by substantial fluctuations in

relative currency val ues.

Sec. 3906.10. (A) An insurer investing under this chapter

shall not invest in investnents that are prohibited for an insurer

by statute or rules of this state.

(B) An insurer investing under this chapter shall not invest

in a partnership as a general partner

(C) The superintendent shall set a reasonabl e anobunt of tine,

not to exceed five vears, for disposal of a prohibited investnent

in hardship cases if the insurer denpnstrates that the investnent

was | egal when nmade or the result of a m stake made in good faith,

or if the superintendent determ nes that the sale of the asset

woul d be contrary to the interests of insureds, creditors., or the

general public.

(D) Violation of division (A) of this section may be grounds

for requlatory action pursuant to divisions (A and (1) of section

3903.12 of the Revi sed Code.
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Sec. 3906.11. (A) An insurer investing under this chapter

shall mmintain assets in an anpunt equivalent to the sumof its

liabilities and its mninumfinancial security benchmark at all

tines.

(B) Assets invested under this chapter may be counted toward

satisfaction of the nmininmumasset requirenent only so far as they

are invested in conpliance with this chapter and any applicabl e

rules adopted. or orders issued. by the superintendent pursuant to

this chapter.

(CQ The anpunt of admtted assets used to cal culate the

m ni mum asset requirenment shall be reduced by the anpunt of the

liability recorded on an insurer's statutory bal ance sheet for all

of the foll ow ng:

(1) The return of acceptable collateral received in a reverse

repurchase transaction or a securities |lending transaction;

(2) Cash received in a dollar roll transaction

(3) G her anmpunts reported as borrowed noney.

(D) Assets other than invested assets may be counted toward

satisfaction of the nmininmumasset requirenent at adm tted annua

financial statenment value. However, loans to officers or directors

or their imediate fanmlies shall not be counted toward the

satisfaction of the m ni num asset requirenent.

(E) An investnent held as an adm tted asset by an insurer on

the effective date of this section that qualified under the

applicable insurance investnent |aw of this state shall renmmin

qualified as an adnmitted asset under this chapter.

(F) Notwi t hstandi ng any provision of this chapter to the

contrary, an asset acquired in the bona fide enforcenent of

creditors' rights or in bona fide workouts or settlenents of

di sputed clains may be counted toward the m ni num asset
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requi renent for five vears if the asset is real property and three

vears if the asset is not real property.

(G The superintendent may determ ne an insurer to be

financially hazardous under section 3903.09 of the Revised Code if

either of the foll owi ng apply:

(1) The insurer does not own the anpbunt of assets needed to

neet its mnimum asset requirenent.

(2) The insurer is unable to apply the ampbunt of assets

needed to neet its nminimum asset regquirenent toward conpli ance

with this chapter.

Sec. 3906.12. (A) Prior to an insurer entering into

derivative transactions, the board of directors of the insurer

i nvesting under this chapter shall approve a derivative use plan.

(B) An insurer shall notify the superintendent of insurance

in witing within three days after identifying either of the

foll owi ng:

(1) Any event or occurrence related to an insurer's

derivatives use that nay lead to a material change to the

insurer's policyhol der surplus;

(2) Any event or occurrence related to an insurer's

derivatives use that, with the passage of tine. may lead to a

mat erial change to the insurer's policyhol der surpl us.

(C) Prior to entering into derivative transactions, an

insurer shall file with the superintendent a copy of its

derivative use plan and internal controls, for informational

pur poses. The insurer shall keep current the copy of its

derivative use plan and internal controls filed with the

superintendent. The insurer shall not enter into derivative

transactions until thirty cal endar days after the date on which

the derivative use plan and internal controls is filed with the
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superintendent. This thirty-cal endar-day period is to beqgin on the

date that the superintendent receives the derivative use plan and

internal controls.

(D) The superintendent may adopt rules prescribing the form

and content of derivative use plans, as well as any interna

controls the superintendent considers necessary.

(E) An insurer that engages in hedqging transactions or

replication transactions shall do both of the foll ow ng:

(1) Maintain its position in any outstandi ng derivative

instrunent used as part of a hedging transaction or replication

transaction for as long as the hedging transaction or replication

transaction continues to be effective;

(2) Denonstrate to the superintendent., upon request, that any

derivative transaction entered into and invol vi ng hedai ng

transaction or replication transaction is an effective heddi ng

transaction or replication transaction. The insurer nust be able

to denpnstrate this at the tine the derivative transaction is

entered into. and for as long as the transaction continues to be

in place.

(F) An insurer may not invest, or use, a derivative

i nstrunment for any purpose other than a hedgi ng transacti on,

i ncone _generation, or replication.

(G Al docunents provided to the superintendent under this

section shall be deened trade secrets and shall be provided with

trade secret protection. Such docunents shall al so be considered

wor k papers of the superintendent that are subject to section

3901.48 of the Revised Code and are confidential and privil eged

and shall not be considered a public record, as defined in section

149. 43 of the Revised Code. The original docunents and any copies

of them shall not be subject to subpoena and shall not be nmde

public by the superintendent or any other person, except as
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ot herwi se provided in section 3901.48 of the Revi sed Code.

Sec. 3906.13. (A If the superintendent determ nes that an

insurer's investnent practices do not nmeet the requirenents of

this chapter, the superintendent nmay, after notification to the

i nsurer of the superintendent's findings, order the insurer to

nake changes necessary to conply with this chapter

(B) If the superintendent deternines that the financial

condition, current investnment practice, or current investnment plan

of an insurer are or nay endanger the interests of insureds,

creditors, or the general public, the superintendent nay inpose

reasonabl e additional restrictions upon the admssibility or

valuation of investnments and may inpose restrictions on the

i nvest ment practices of the insurer, including prohibiting an

i nvestment _or requiring the divestnent of an investnent.

(G The superintendent may count toward satisfaction of the

M ni num asset requirenment any assets that an insurer is required

to invest under the laws of a country other than the United States

as a condition for doing business in that country if the

superintendent finds that counting them does not endanger the

interests of the insurer's insureds or creditors, or the genera

public.

(D) If the superintendent is satisfied by evidence of the

solidity of an insurer and the conpetence of managenent and its

i nvest ment advi sors, the superintendent, after a hearing, nay, by

order., adjust the class limtations prescribed in section 3906.08

of the Revised Code for that insurer. to the extent that the

superintendent is satisfied that the interests of the insurer's

insureds and creditors and the general public are sufficiently

protected. Such adjustments, in agaregate, shall be limted to an

ambunt equal to ten per cent of the insurer's liabilities.
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Sec. 3906.14. (A) An insurer subject to an order of the

superint endent under section 3906.03 or 3906.13 of the Revised

Code nmmy request a hearing within thirty days of the date of the

order. The hearing shall be held in conpliance with Chapter 119.
of the Revi sed Code.

(B) The superintendent shall hold hearings required under

this section privately unless the insurer requests a public

hearing, in which case the hearing shall be public.

Sec. 3906.15. (A The superintendent may, in accordance with

section 119.03 of the Revised Code, adopt rules interpreting and

inpl enenting the provisions of this chapter.

(B) The superintendent may. in accordance with section 119. 03

of the Revised Code., adopt one or nore of the follow ng

restrictions on investnents in rules:

(1) The superintendent nmay prescribe for defined cl asses of

insurers special procedural requirenents, including special

reports and prior approval on investnents, as well as di sapproval

of investnents subsequent to either

(2) The superintendent may prescribe substantive restrictions

on investnents of defined classes of insurers, including all of

the foll ow ng:

(a) Specification of classes of assets that nmy not be

counted toward satisfaction of the m ninmum asset requirenment even

t hough the assets may be counted for unrestricted insurers;

(b) Specification of maxi num ambunts of assets that an

insurer may invest in a single investnent, issue, or class or

group of classes of investnents that shall be expressed as

percentages of total assets, capital. surplus, legal reserves, or

ot her vari abl es;
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(c) Prescription of qualitative tests for investnents and

condi ti ons under which investnents nmay be nade, incl uding

requi renents of specified ratings frominvestnent advisory

services, listing on specified stock exchanges. collateral,

narketability, currency matching. and the financial and | egal

status of the issuer and its earnings capacity.

(C |If the superintendent is satisfied by evidence of the

solidity of an insurer and the conpetence of managenent and its

i nvest ment advi sors, the superintendent, after a hearing, nmay by

order grant an exenption to that insurer fromany restriction nade

under _division (B) of this section to the extent that the

superintendent is satisfied that the interests of the insurer's

i nsureds and creditors, as well as the general public, are

pr ot ect ed.

Sec. 3907.14. The capital, surplus, and all accunul ati ons of
every donestic life insurance conpany shall be invested as

foll ows:

(A) A donestic conpany nay acquire, hold, and convey rea

est at e:

(1) Wiich has been acquired or is acquired for its principa
offices, or which is used in connection therewith, provided that
it shall not invest nore than five per cent of its adnitted assets

on the preceding thirty-first day of Decenmber in such real estate;

(2) Wiich has been nortgaged to it in good faith by way of

security for loans previously contracted or for noney due;

(3) Wiich has been conveyed to it in satisfaction of debts
previously contracted in the course of its dealings, or which it
may receive in or on account of an exchange for real estate

acquired in its operations;

(4) Which it has purchased at sal es under nortgages and on
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any | egal process in connection with its investnents or under

decrees obtai ned or nade for such debts;

(5) Wiich is acquired, owned, or held for the purpose of
devel opi ng, inproving, or otherwi se utilizing such real estate for
t he production of income, without restriction or limtation as to
time, and may acquire, |lease, hold, and rmanage personal property
used in connection therewith. No investnments in real estate to be
used primarily for recreational, agricultural, or mning purposes
shall be nmade under authority of division (A (5) of this section
and except for investnments authorized under divisions (A) (1), (2),
(3), and (4) of this section, no donestic life insurance conpany
shall invest in real estate under divisions (A (5) and (R) of this
section a sum exceeding in the aggregate ten per cent of its

adm tted assets on the preceding thirty-first day of Decenber

Al real estate specified in divisions (A)(3) and (4) of this
section, which is not necessary for its accommodation in the
conveni ent transaction of its business, shall be sold by the
conmpany and di sposed of within five years after it has acquired
the title to such real estate or within five years after such rea
estate has ceased to be necessary for the accommodation of its
busi ness, unl ess the conpany procures the certificate of the
superi ntendent of insurance that its interests will suffer
materially by a forced sale of the real estate, in which event the
time for the sale may be extended to such tinme as the

superintendent directs in such certificate.

(B) A donestic conpany nmay acquire, hold, and convey tangible
personal property or interests therein for the production of
i ncome, provided no domestic conpany shall invest in excess of two
per cent of its adnmitted assets as of the preceding thirty-first

day of Decenber under this division.

(O In loans and liens upon the security of its own policies,

not exceeding the reserve or present val ue of the policies,
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conmput ed according to any standard authorized by | aw or according
to such higher standard as the conpany has adopted and mai ntains
on the policy, the reserve being the amobunt of debts of the life
i nsurance conpany by reason of its outstanding policies in gross,

whi ch may be so treated in the returns for taxation nmade by it;

(D) I'n bankers' acceptances and bills of exchange of the
kinds and nmaturities made eligible by law for redi scount with
federal reserve banks, provided that such acceptances and bills of
exchange are accepted by a bank or trust conpany i ncor porated
under the laws of the United States or of this state or any other
bank or trust conpany which is a nmenber of the federal reserve

syst em

(E) In equipnent trust obligations or certificates, security
agreements, or other evidences of indebtedness entered into
directly or guaranteed by any conpany operating wholly or partly
within the United States or Canada, provided that the debt
obligation is secured by a first lien on tangi bl e personal
property which is purchased or secured for paynent thereof and the
debt obligation is repayable within twenty years fromthe date of
i ssue in annual, sem annual, or nore frequent installnments

begi nning not later than the first year after such date;

(F) I'n bonds issued by or for federal |and banks and any
debentures issued by or for federal internediate credit banks
under the "Federal Farm Loan Act of 1916," 39 Stat. 360, 12
U S.C A 641 as anended; any debentures issued by or for banks for
cooperatives under the "Farm Credit Act of 1933," 48 Stat. 257, 12
U S C A 131 as anended,

(G In bonds issued under the "Hone Omers' Loan Act of
1933," 48 Stat. 128, 12 U.S.C A 1461;

(H I'n notes, bonds, debentures, or other such obligations

i ssued by the federal housing adninistrator;
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(1)(1)(a) In bonds or other evidences of indebtedness, not in
default as to principal or interest, which are valid obligations
i ssued, assuned or guaranteed by the United States, by any state
t hereof, by the Commobnweal th of Puerto Rico, by any territory or
i nsul ar possession of the United States, or by the District of
Col unmbi a, or which are valid obligations issued, assumed, or
guar ant eed by any county, nunicipal corporation, district, or
political subdivision, or by any civil division or public
instrunentality of such governmental units, if by statutory or
ot her legal requirenments such obligations are payable, as to both
principal and interest, fromtaxes |evied upon all taxable

property within the jurisdiction of such governnmental unit;

(b) I'n bonds or other obligations issued by or for account of
any such governmental unit having a popul ation of five thousand or
nore by the latest official federal or state census, which are
payabl e as to both principal and interest fromrevenues or
earnings fromthe whole or any part of a publicly owned utility
suppl yi ng water, gas, sewage di sposal facility, or electricity, or
any or all of them provided that by statute or other applicable
| egal requirenments, rates fromthe service or operation of such
utility nust be fixed, naintained, and collected at all tines so
as to produce sufficient revenues or earnings to pay both
principal and interest of such bonds or obligations as they becone

due;

(c) I'n any bonds or obligations payable from and secured by
revenues of the United States, the Commobnweal th of Puerto Rico, or
any state or instrunentality of any of them or of the District of
Col unbi a or of any conm ssion, board, or other instrunmentality of
one or nore of them provided there is a specific pledge of
revenues, and provided that there is adequate provision for
paynment of interest prior to conpletion of construction and that

rates, fees, tolls, or charges fixed are, after conpletion of
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construction, sufficient to pay all expenses of operation and

mai nt enance and the principal and interest when due.

(2) Inlegally authorized and executed bonds, notes,
warrants, and securities which are the direct obligation of or are
guar ant eed by Canada, or which are the direct obligation of or are
guaranteed as to both principal and interest by any province of
Canada, or which are the direct obligation of or are guaranteed as
to both principal and interest by any nmunicipality of Canada
having a population of fifty thousand or nore by the | atest
of ficial census, and which are not in default as to principal or

i nt erest;

(3) In bonds or other evidence of indebtedness, not in
default as to principal or interest, which are valid obligations
i ssued, assumed, or guaranteed by the United States, by any state
thereof, the Commonweal th of Puerto Rico, or by the District of
Columbia, if by statutory or other |egal requirenents such
obligations are payable, as to both principal and interest, from

sel ective taxes |evied by such governnmental unit.

(J)(1) In nortgage bonds which are the direct obligation of a
railroad, and which are the first lien on a substantial portion of
its property, situated wholly in the United States or partly in
the United States and partly in Canada, the average net yearly
ear ni ngs of which, after deducting proper charges for maintenance
of way and equi pnent, for the five fiscal years precedi ng such
i nvestnents, have been at |east one and one-half tines the average
yearly interest for the sane period on its nortgages, bonds, and
funded debts, and in the junior nortgage bond issues of such
rail road corporations of the sane character and under the sane
conditions where the average net yearly earnings for the five
fiscal years preceding such investnent, after deducting proper
charges for naintenance of way and equi pnent, have been at | east

three tinmes the average yearly interest charges on such issues and
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all prior liens; or in the nortgage bonds of any incorporated
railroad conmpany whi ch have been assunmed or guaranteed, both as to
principal and interest, by any incorporated railroad conpany whose
bonds constitute a |l egal investrment under division (J)(1) of this
section. In applying the earnings test to any issuing, assum ng,

or guar ant eei ng conpany, whether or not in |egal existence during
the whol e of such five years next preceding the date of investnent
by such insurer, which has at any tine during such five-year
period acquired the assets of any other conpany by purchase,
nmerger, consolidation, or otherw se, substantially as an entirety,
or has been reorgani zed pursuant to the bankruptcy |aw, the
ear ni ngs of such other predecessor or constituent conpanies, or of
the conpany so reorgani zed, available for interest for such
portion of such period that has preceded such acquisition, or such
reorgani zati on, may be included in the earnings of such issuing,
assum ng, or guaranteeing conpany for such portion of such period
as is determined in accordance with adjusted or pro forma
consol i dat ed earni ngs statenents covering such portion of such
period. In such cases the requirenments as to earnings shall be
based upon the nortgages, bonds, and funded debts as they exist

i mredi ately after such acquisitions or such reorgani zati ons.

(2) In nortgage bonds or other interest-bearing obligations
of term nal conpani es organi zed under the |aws of the United
States or any state thereof, provided such bonds or obligations
have been assunmed or guaranteed jointly or severally by two or
nore railroad corporations whose bonds constitute | egal

i nvest ments under division (J)(1) of this section;

(3) In loans to veterans guaranteed in whole or in part by
the United States pursuant to Title IIl of the "Servicenen's
Readj ust ment Act of 1944," 58 Stat. 284, 38 U S.C. A 693, as
anended, provided such guaranteed | oans are |liens upon rea

est at e;
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(4) In nortgage bonds which are the direct obligation of and
first lien upon the property of a corporation engaged directly and
primarily in the production and sale of, or in the purchase and
sale of electricity or gas, or in the operation of tel ephone or
tel egraph systens or waterworks, or in sone conbination of them
and situated wholly in the United States, or the Commonweal t h of
Puerto Rico, or partly in the United States and partly in Canada,
the average net yearly earnings of which, after deducting proper
charges for replacenents, depreciation, and obsol escence, for the
five fiscal years preceding such investnment, have been at | east
one and one-half tinmes the average yearly interest for the sane

period on its nortgages, bonds, and funded debts;

(5) Any such corporation, or any of its predecessors,
constituent, or successor corporations, nust have been in business
not |ess than ten years prior to the date of the purchase of such
bonds, and must not have defaulted on the interest or principal of
any of its bonds or funded debts outstanding during the five years
i medi ately preceding the date of purchase, provided that division
(J)(5) of this section does not preclude investnents in nortgage
bonds of railroads reorgani zed through purchase of assets, nerger
consol i dati on, bankruptcy proceedi ngs, or otherwi se if such bonds

are eligible for investnent under division (J)(1) of this section;

(6) No investnment shall be nade under division (J)(1), (2),
(4), or (5) of this section if such railroad or other utility
corporation and its business, and its issue of bonds, funded
debts, and stocks are not under the supervision and control of an
aut hori zed state or federal official or conmm ssion, provided that
division (J)(6) of this section does not apply to the nortgage
bonds or other interest-bearing obligations of conpani es engaged

in the operation of telephone or tel egraph systens.

(K)(1) In bonds or notes secured by nortgages or deeds of

trust which are a first Iien upon unencunbered fee sinple rea
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estate in any state, the Conmopnwealth of Puerto Rico, the District
of Col unmbi a, or Canada, provided the anmount | oaned does not exceed

ei ghty per cent of the actual market value of such property.

The actual market value of any such property shall be shown
by a val uation and appraisement in witing by a qualified |and

appr ai ser.

In the event the anount | oaned under division (K)(1) of this
section exceeds eighty per cent of the actual market val ue of the
| and, the structures on the | and nmust be insured by an authorized
fire insurance conpany or covered by other conparable
i ndemmi fication, and the policies or indemifications shall be
payabl e or assigned to the nortgagee or to a trustee in its behalf
and shall be held by the nortgagee or an agent of the nortgagee or
by such trustee; or in lieu of holding such policies or
i ndemmi fications, the nortgagee may purchase a policy or policies
of nortgage protection insurance, payable to the nortgagee or a
trustee in its behal f, insuring the nortgagee against |oss
resulting fromthe failure of the nortgagor to acquire and
mai ntain, fromsuch an authorized fire insurance conpany or other

compar abl e source, insurance or indemification

(2) In bonds or notes secured by nortgages insured by the

federal housing adninistrator;

(3) In bonds or notes secured by nortgages or deeds of trust
which are a first lien on | easehold estates in wholly or partly
i mproved real property, unencunbered, except rentals accruing from
the property to the owner of the fee, provided that any | oan
secured by a | easehold estate nust provide for anortization by
repaynent of principal at |east once in each year in anmounts
sufficient to repay the loan within a period of four-fifths of the
unexpired termof the |easehold but within a period of not nore
than thirty years, and further provided that the anount | oaned on

the | easehol d estate does not exceed seventy-five per cent of

Page 158

4830
4831
4832

4833
4834
4835

4836
4837
4838
4839
4840
4841
4842
4843
4844
4845
4846
4847
4848
4849

4850
4851

4852
4853
4854
4855
4856
4857
4858
4859
4860
4861



Sub. S. B. No. 140
As Reported by the Senate Insurance and Financial Institutions Committee

total market value of the | easehold estate deternined by

apprai senents in witing nade under oath by two real estate
owners, residents of the county or local district in which the
real estate is located, or by a qualified |land appraiser; if the
anmount | oaned exceeds seventy-five per cent of the value of that
portion of the | easehold estate represented by the value of the

| and, exclusive of inprovenents on the |and, such inprovenents
shall be insured against fire for the benefit of the nortgagee in
an anmount not |ess than the difference between seventy-five per
cent of the value of such |and, exclusive of buildings, and the
anount | oaned; the policies for such amount shall be payable to
and held by the nortgagee or a trustee named in the | ease who
shall be required by the terns of said | ease to use and apply the
proceeds of such insurance for repairing, restoring, or rebuilding

such bui | di ngs;

(4) The followi ng shall not be considered as prior liens or
encunbrances in the construction and application of this section:
| easehol d estates of any duration, rights-of-way, servitudes,
joint driveways, easenents, party wall agreenents, current taxes
and assessnents not delinquent, and restrictions as to buil ding,

use, and occupancy.

(5) This section does not prohibit a donestic life insurance
conmpany fromrenewing or extending a loan for the original or a
| esser anobunt nor does it prohibit a conpany from accepting as
part paynent for real estate sold by it a nortgage on the rea
estate for a greater percentage of the purchase price of the rea

estate than is otherwise permtted by this section.

(L) I'n bonds, notes, or other evidences of indebtedness of
corporations, trusts, partnerships, or simlar business entities
organi zed under the laws of the United States, or any state
t hereof, the Conmonweal th of Puerto Rico, the District of

Col unbi a, or Canada or any province of Canada, secured by
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assi gnnment of | ease or |eases or the rentals payabl e under such

| eases, of real or personal property or both to (1) the United
States or any instrunentality thereof, or any state of the United
States, the Conmonweal th of Puerto Rico, or the District of

Col unmbi a, or any county, city, town, school, or water district,
authority, or other political subdivision in any such governnent,
or Canada, any province of Canada, or any nunicipal corporation of
Canada that has a population of fifty thousand or nore by the

| atest official census; or (2) one or nobre corporations, trusts,
partnerships, or sinilar business entities organized under the
laws of the United States, any state thereof, the Commobnweal th of
Puerto Rico, the District of Colunbia, or Canada or any province
of Canada, provided that (a) the fixed rentals assigned shall be
sufficient to repay the indebtedness within the unexpired term of
the | ease, exclusive of the termwhich may be provided by an
enforceabl e option of renewal; (b) such | essee has not defaulted
in paynent of interest or principal on any of its bonds, notes,
debentures, or other evidences of indebtedness during the five
years inmedi ately preceding the date of the investnment, and

provi ded the average net earnings available for fixed charges of
such | essee under division (L)(2) of this section for not |ess
than five fiscal years preceding such investnent have been at

| east one and one-half tines average fixed charges for that period
and during either of the last two years of such period, the net
earni ngs avail able for fixed charges shall have been not |ess than
one and one-half tinmes fixed charges for such year, except that
railroad companies and utility conpanies may qualify as | essees
herein by application of the earnings test provided for railroads
under division (J)(1) of this section and for utilities under
division (J)(4) of this section; and (c) a first lien on the
interest of the lessor in the unencunbered property so | eased

shall be obtained as additional security for the indebtedness;

(M In ground rents, land trust certificates, or fee
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ownership certificates representing or evidencing benefici al
ownership of or interest in inproved real estate under |ease for
not less than twenty-five years fromthe date of such lease, in
which it nust be provided that the | essee shall pay all taxes and
assessnents | evied on or assessed against said real estate, shal
mai ntain the inprovenents on the real estate in good repair, and
shal |l provide and maintain fire insurance in an anount equal to

the insurable value of the building on the real estate; provided:

(1) The value of the land and i nprovenents shall be evi denced
by an apprai senment nade under oath by a disinterested appraiser
resident in and the owner of real estate in the city in which the
property is situated, and such appraisement shall not be |ess than
one and sixty-seven hundredths tines the amobunt of such |and trust
certificates, which anount shall be not less than twenty tines the
net annual rental distributable to holders of outstanding

certificates;

(2) Such beneficial interests shall only be in properties on
whi ch actual earning records for five years inmediately preceding

are avail abl e;

(3) Such declaration of trust or other trust instrunment shal
provide for a depreciation or other simlar fund, in an anmount
which is not |ess than nine per cent of the net annual
distributable rental, for the benefit of the hol ders of

out st andi ng certificates.

(N (1) I'n certificates of deposit or other evidence of
i ndebt edness of a savings and | oan associ ati on provi ded the
certificates or other evidence of deposit are insured pursuant to
the "Financial Institutions Reform Recovery, and Enforcenent Act
of 1989," 103 Stat. 183, 12 U.S.C. A 1811, as anended,

(2) In interest-bearing obligations, including savings

accounts and tinme certificates of deposit of a national bank or
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state bank provided such bank is a nenber of the federal deposit
i nsurance corporation created pursuant to the "Banki ng Act of
1933," 92 Stat. 624, 12 U.S.C. A 624, as anended.

(O In obligations issued, assuned, or guaranteed by the

international finance corporation or by the international bank for

reconstructi on and devel opnent, the Asian devel opnent bank, the

i nter-American devel opnment bank, the African devel opnment bank, or
other sinmlar devel opnment bank in which the president, as

aut hori zed by congress and on behalf of the United States, has

accept ed menber shi p;

(P)(1) In the preferred stocks of any conpany organi zed under

the laws of the United States or of any state thereof engaged
directly and primarily in the production and sale of, or in the
purchase and sale of electricity or gas, or in the operation of
t el ephone or tel egraph systens or water works, or in sone

conmbi nation of them if the average annual net earnings of such
conmpany, for not less than five fiscal years precedi ng purchase
thereof, after deduction of interest on all nortgages, bonds,
debentures, and funded debts and after deduction of the proper
charges for replacenments, depreciation, and obsol escence, have
been at |east two tinmes the average yearly anmount which is
required to pay the dividends or distributions on all preferred
stocks; and in which the nortgages, bonds, debentures, funded
debts, and preferred stocks shall not in the aggregate exceed
seventy per cent of the total capitalization of such conpany,

i ncl udi ng nort gages, bonds, debentures, funded debts, and

preferred and common stocks;

(2) In the preferred stocks of any other conpany organized
under the laws of the United States, or of any state thereof if
the average annual net earnings of such conpany for a period of
not less than five fiscal years preceding purchase thereof, after

deduction of interest on all nortgages, bonds, debentures, and
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funded debts and after deduction of the proper charges for

repl acenents, depreciation, and obsol escence, have been at | east
four tines the amobunt which is required to pay the dividends or

di stributions on all preferred stocks, and in which the nortgages,
bonds, debentures, funded debts, and preferred stocks shall not in
the aggregate exceed sixty per cent of the total capitalization of
such conpany, including nortgages, bonds, debentures, funded

debts, and preferred and conmobn st ocks;

(3) A donestic life insurance conmpany shall not purchase any
preferred stocks when the total narket val ues of such stocks then
owned with those purchased exceed in the aggregate of book val ues
and purchase price the capital, surplus, and contingency funds,
excluding all reserves required by |aw, of such conpany on the
thirty-first day of Decenber preceding the date of such purchase,
or contenpl ated purchase, provided that in case of appreciations
in values of stocks owned the cost rather than the market val ues
shall be used in arriving at such aggregate; the purpose being to
restrict the investnents of such conpany in all preferred stocks

to capital, surplus, and contingency funds.

(4) In the bonds, notes, debentures, or other evidences of
i ndebt edness of a solvent corporation, trust, partnership, or
simlar business entity existing under the |aws of the United
States, of any state thereof, the Commonweal th of Puerto Rico, or

Canada or any province of Canada, provided that either:

(a) The bonds, notes, debentures, or other evidences of
i ndebt edness of such corporation, trust, partnership, or simlar
busi ness entity are rated 1 or 2 by the securities valuation

office of the national association of insurance conm Ssioners;

(b) The corporation, trust, partnership, or simlar business
entity has not defaulted in paynent of interest or principal on
any of its bonds, notes, debentures, or other evidences of

i ndebt edness during the five years inmediately preceding the date
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of purchase, and the average annual net earnings of such
corporation, trust, partnership, or simlar business entity that
are available for fixed charges for not less than five fisca

years precedi ng such purchase have been at | east one and one-half
times the average fixed charges of such corporation, trust,
partnership, or simlar business entity for that period and during
either of the last two years of such period, the net earnings
avail able for fixed charges shall have been not |ess than one and
one-half times the fixed charges of such corporation, trust,

partnership, or simlar business entity for such year.

(5) I'n cormobn stocks or shares of any sol vent incorporated
conmpany organi zed under the laws of the United States, or of any
state, district, or territory thereof, or the Comonweal t h of
Puerto Ri co, provided that a dividend or distribution has been
paid by the corporation in the preceding twelve nonths upon such
stock to be purchased, or that such corporation, together with its
predecessor corporation or corporations, has been in existence for
a period of at least five years. No donmestic conmpany shall invest
in cormmon stock or shares under divisions (P)(5) and (R) of this
section a sum exceeding in the aggregate ten per cent of its

adm tted assets on the preceding thirty-first day of Decenber

(6) In the stocks, linmted liability conmpany nenbership
interests, limted partnership interests, or linmted liability
partnership interests of insurance, financial, investnent, and
i nvest nent managenent conpani es, which investnent nmanagenent
compani es are registered with the securities and exchange
conm ssi on under the "Investnent Conpany Act of 1940," 54 Stat.
789, 15 80a-1, as anended, or the stocks, linmted liability
conpany nenbership interests, limted partnership interests, or
limted liability partnership interests in an entity wholly owned
by a donestic conpany or by a donestic conpany and its affiliates,

that is forned and maintained to acquire or hold specific assets
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or liabilities for bankruptcy renpteness or |limtation of
liability purposes, except its own stock, but no donestic life

i nsurance conpany shall invest in such stocks, linited liability
conpany nenbership interests, or limted liability partnership
interests under division (P)(6) of this section, exclusive of its
investments in stocks or limted liability conpany nenbership
interests of insurance conpany subsidiaries or subsidiaries
engaged exclusively in the ownership of insurance conpany
subsidiaries, a sumexceeding the lesser of fifty per cent of its
pol i cyhol der surplus or ten per cent of its admtted assets as of
the preceding thirty-first day of Decenber unless the approval of
the superintendent of insurance is first obtained. Whenever the
superi ntendent has reason to believe that the retention,

i nvestment, or acquisition of the stock, linmted liability conpany
menbership interest, linmted partnership interest, or limted
liability partnership interest of any such conpany substantially
| essens conpetition generally in the business of insurance or
creates a nonopoly therein the superintendent shall proceed under
section 3901. 13 of the Revised Code to cause such donestic

i nsurance conpany to divest itself of such stock, limted
liability conmpany nenbership interest, limted partnership

interest, or limted liability partnership interest.

(7)(a) In bonds, notes, debentures, or other evidences of
i ndebt edness i ssued, assuned, or guaranteed by a sol vent
corporation, trust, or partnership fornmed or existing under the
laws of a foreign jurisdiction, provided each such foreign
investnent is of the sane kind and quality as United States
i nvestments authorized under this section; or in common or
preferred stock, shares, nenbership interest, or partnership
i nterest of any sol vent business entity fornmed or existing under
the laws of a foreign jurisdiction provided each such foreign
i nvestnent is of the sane kind and quality as United States

i nvestments authorized under this section; or in bonds or other
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evi dences of indebtedness issued, assunmed, or guaranteed by a

foreign jurisdiction

An insurer shall not invest in foreign investnents under
division (P)(7) of this section, including investnents denom nated
in foreign currency, a sumexceeding in the aggregate fifteen per
cent of its admtted assets as of the preceding thirty-first day
of Decenber. The aggregate ampunt of investnments held by an
insurer in a single foreign jurisdiction shall not exceed three
per cent of its admitted assets as of the preceding thirty-first
day of Decenber.

As used in division (P)(7)(a) of this section, "foreign
jurisdiction" means a jurisdiction outside the United States,
Puerto Rico, or eanrada Canada, whose bonds are rated 1 by the
securities valuation office of the national association of

i nsurance conmi SSi oners.

(b) An insurer may acquire investments denoninated in foreign

currency whether or not they are foreign investnents.

An insurer shall not invest in investnments denoninated in
foreign currency a sumexceeding in the aggregate ten per cent of
its admitted assets as of the preceding thirty-first day of
Decenber. The aggregate anmpunt of investnents denominated in a
single foreign currency held by an insurer shall not exceed three
per cent of an insurer's adnmtted assets as of the preceding
thirty-first day of Decenber.

(c) As used in division (P)(7) of this section, "foreign

currency" nmeans a currency other than that of the United States.

(8) An insurer may invest without linmitation in investnents
of governnent noney market funds. As used in division (P)(8) of
this section, "government noney nmarket fund" neans a nmutual fund
that at all tinmes invests in obligations issued, guaranteed, or

i nsured by the federal governnment of the United States, or
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coll ateralized repurchase agreenents conprised of these
obligations, and that qualifies for investnment wi thout a reserve
pursuant to the purposes and procedures of the securities

val uation office of the national association of insurance

conmi ssi oners.

(Q In loans upon the pledge of any securities in which such
conpani es are authorized by this section to invest, provided that
any | oan upon such a pl edge shall not exceed eighty per cent of
the cash narket value of the collateral at the tine of the making
of such loan and at the end of each twel ve-nonth period
thereafter, and such conpany, through the collateral pledged to
it, shall not exceed the ampunts which it may, under this section
invest in one corporation so that, in the stocks and securities
whi ch may be owned and those which are pledged to it, the

limtations in this section mght be indirectly evaded;

(R (1) Any donestic legal reserve life insurance conpany nay
| oan or invest its funds, to an extent not exceeding in the
aggregate five per cent of its total admitted assets, in |oans or
i nvestnents not pernitted under this section. Any such conpany may
also invest up to an additional five per cent of its total
adm tted assets, in loans or investnments in small busi nesses
having nore than half of their assets or enployees in this state
and in venture capital firnms having an office within this state,
provided that, as a condition of a conmpany maki ng an investnent in
a venture capital firm the firmnust agree to use its best
efforts to make investnments, in an aggregate anobunt at |east equa
to the investnent to be nmade by the conpany in that venture
capital firm in small businesses having their principal offices
wWithin this state and having either nore than one-half of their
assets within this state or nore than one-half of their enpl oyees

enpl oyed within this state.

As used in division (R) of this section
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(a) "Small businesses" neans any corporation, partnershinp,
proprietorship, or other entity that either does not have nore
than four hundred enpl oyees, or would qualify as a small business
for the purpose of receiving financial assistance from snal
busi ness i nvestment conpani es |icensed under the "Small Business
I nvestnent Act of 1958," 72 Stat. 689, 15 U.S.C. A 661, as

amended, and rules of the small business adm ni stration.

(b) "Venture capital firnms" nmeans any corporation
partnership, proprietorship, or other entity, the principa
busi ness of which is or will be the naking of investnments in snal

busi nesses.

(c) "lInvestnments" means any equity investnent, including
limted partnership interests and other equity interests in which
liability is limted to the amount of the investnent, but does not
i nclude general partnership interests or other interests involving

general liability.

(2) In the event that, subsequent to bei ng made under
provi sions of division (R) of this section, an investnment is
determ ned to have becone qualified as an investnent for a
domestic life insurance conpany as provided for in this section,
the conmpany nay consi der such investnment as held under the
appl i cabl e provisions of the foregoing divisions (A to (Q of
this section and such investnent shall no | onger be considered as

havi ng been made under the provisions of this division.

(S)(1) No donestic life insurance conpany shall subscribe to
or participate in any underwiting for the purchase or sale of
securities or property, nor shall it enter into any such
transaction for purchase or sale on account of said company
jointly with any ot her person, nor shall any such company enter
into any agreenent to withhold fromsale any of its property, but
the disposition of its property shall be at all tinmes within the

control of its board of directors. Nothing contained in division

Page 168

5150
5151
5152
5153
5154
5155
5156

5157
5158
5159
5160

5161
5162
5163
5164
5165

5166
5167
5168
5169
5170
5171
5172
5173

5174
5175
5176
5177
5178
5179
5180
5181



Sub. S. B. No. 140
As Reported by the Senate Insurance and Financial Institutions Committee

(S)(1) of this section shall be construed to invalidate or

prohi bit an agreenent by an insurance conpany for the purchase for
its own account of an entire issue of the securities of a
corporation or to invalidate or prohibit an agreenent by an

i nsurance conpany and one or nore other investors to join and
share in the purchase of investnments for their individual accounts

and for bona fide investnent purposes.

(2) In the determination of capitalization in this section
the value of all bonds, debentures, and funded debts, and
nonconvertible or nonparticipating preferred stocks shall be
figured at par. Participating or convertible preferred shares
shall be figured at par or market on the preceding thirty-first
day of Decenber, whichever is higher, and the value of all conmon
shares shall be figured at the market on the preceding

thirty-first day of Decenber.
(3) As used in this section

(a) "Funded debt" nmeans all interest-bearing obligations
maturing in nore than one year fromtheir issuance and al
guar ant eed or assuned interest-bearing obligations or stock.
Securities or stock of a corporation pledged to secure other
funded debt of the corporation are not included in the funded
debt .

(b) "Fixed charges" include actual interest incurred in each
year on funded and unfunded debt and annual apportionment of debt
di scount or premium Were interest is partially or entirely
conti ngent upon earnings, "fixed charges" include contingent

i nterest paynents.

(c) "Net earnings available for fixed charges” means income
after deducting operating and mai nt enance expenses, taxes other
than i ncone taxes, depreciation, and depletion. Extraordinary,

nonrecurring items of income or expense shall be excluded.
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(4) Except as provided in a plan of nutualization adopted
pursuant to the provisions of sections 3913.01 to 3913. 10 of the
Revi sed Code, no donestic life insurance conpany may invest in or

| oan upon its own stock, either directly or indirectly.

(5) If the investnents of any donestic life insurance company
are at the tinme of the making thereof or on October 13, 1953,
ot herwi se than as authorized in this section, such investnents
shall not be admitted or accepted as authorized investnents for

such conpany.

(6) Any earnings test provided for in this section shall be
deened to have been net if the requirenments of such earnings test
are met by any company which assunes or guarantees the investnent
or which assunmes or guarantees the performance of any | ease which
is the security for the investnent. In applying any such earnings
test, the operations of a conpany's predecessor conpanies, if any,

for the stipulated period shall be included.

(7) No domestic life insurance conpany shall at any tinme have
invested in or | oaned upon the security of the obligations,
property, or securities of a particular corporation, trust,
partnership, or simlar business entity a sum exceeding the
greater of two per cent of its admtted assets as of the preceding
thirty-first day of Decenber or twenty-five per cent of that
portion of its capital and surplus, or its surplus in the case of
a mutual conpany, that exceeds the mninmumrequired capital and
sur pl us under section 3907.05 of the Revised Code unless the
approval of the superintendent of insurance is first obtained. The
restrictions of division (S)(7) of this section do not apply to
divisions (Q, (P, (G, (H, (P(6), and (R of this section or
to any valid obligation issued, assumed, or guaranteed by the
United States, or any state thereof, the Commonweal th of Puerto
Rico, the District of Colunbia, or Canada or any province of

Canada. For purposes of division (S)(7) of this section, such
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conmpany nmay, at its option, consider either the |essor or the
| essee under division (L) of this section to be the person to whom

any such investnment or |oan is nade.

(8) This section does not affect the propriety or legality of
an investnment nade by a donmestic life insurance conpany whi ch was
in accordance with the laws in force at the tine of the making of

t he i nvest nent.

(T) A donestic life insurance conpany may seek perni ssion

fromthe superintendent of insurance to invest funds under Chapter

3906. of the Revised Code and may invest funds under that chapter

if such permssion is granted.

(U) As used in divisions (U and (V) of this section:

(1) "Covered" neans that an insurer owns, or can i mediately

acquire through the exercise of options, warrants, or conversion

rights already owned, the underlving interest in order to fulfil

Oor _secure its obligation under the option, cap, or floor it has

witten.

(2)(a) "Derivative instrunent" neans an adreenent., option,

instrunent, or a series or conbination thereof of either of the

follow ng types:

(i) To make or take delivery of, or assune or relinquish, a

speci fi ed anmbunt of one or nore underlying interests, or to nake a

cash settlenent in |lieu thereof;

(ii) That has a price, performance, value, or cash fl ow based

primarily upon the actual or expected price. level. performance,

value, or cash flow of one or nore underlying interests.

(b) Derivative instrunents include options., warrants, caps.

floors, collars, swaps, forwards, futures, and any other

agreenents, options, or instrunents substantially simlar thereto

or _any series or conbination thereof.
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(3) "Derivative transaction" neans a transaction involving

the use of one or nore derivative instrunents.

(4) "Hedging transaction" neans a derivative transaction that

is entered into and maintained to reduce either of the foll ow ng:

(a) The risk of economic |loss due to a change in the val ue,

vield, price, cash flow,_ or quantity of assets or liabilities that

the insurer has acquired or incurred or anticipates acquiring or

incurring:

(b) The currency exchange rate risk or the deqree of exposure

as to assets or liabilities that an insurer has acquired or

incurred or anticipates acquiring or incurring.

(5) "lIncone generation" neans a derivative transaction

involving the witing of covered options, caps., or floors that is

i ntended to generate incone or enhance return

(6) "Replication transaction" neans a derivative transaction

that is intended to replicate the perfornmance of one or nore

assets that an insurer is authorized to acquire under this

chapter. "Replication transaction" does not include a derivative

transaction that is entered into as a hedging transaction.

(M (1) Prior to an insurer entering into derivative

transactions, the board of directors of the insurer shall approve

a derivative use plan.

(2) An insurer shall notify the superintendent of insurance

in witing within three days after identifying either of the

fol |l owi ng:

(a) Any event or occurrence related to an insurer's

derivatives use that nay lead to a material change to the

insurer's policyholder surplus:

(b) Any event or occurrence related to an insurer's

derivatives use that, with the passage of tine, may lead to a
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mat erial change to the insurer's policyhol der surpl us.

(3) Prior to entering into derivative transactions, an

insurer shall file with the superintendent a copy of its

derivative use plan and internal controls, for informational

pur poses. The insurer shall keep current the copy of its

derivative use plan and internal controls filed with the

superintendent. The insurer shall not enter into derivative

transactions until thirty cal endar days after the date on which

the derivative use plan and internal controls is filed with the

superintendent. This thirty-cal endar-day period is to begin on the

date that the superintendent receives the derivative use plan and

internal controls.

(4) The superintendent may adopt rules prescribing the form

and content of derivative use plans., as well as any internal

controls the superintendent considers necessary.

(5) An insurer that engages in hedgi ng transactions or

replication transactions shall do both of the foll ow ng:

(a) Maintain its position in any outstandi ng derivative

instrument used as part of a hedging transaction or replication

transaction for as long as the hedging transaction or replication

transaction continues to be effective;

(b) Denonstrate to the superintendent., upon request., that any

derivative transaction entered into and involving heddi ng

transaction or replication transaction is an effective hedgi ng

transaction or replication transaction. The insurer nust be able

to denonstrate this at the tine the derivative transaction is

entered into, and for as long as the transaction continues to be

in place.

(6) An insurer may not invest in, or use, a derivative

i nstrument for any purpose other than a hedqgi ng transaction,

i nconme _generation, or replication.
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(7) An insurer shall not invest in, or use a derivative

i nstrument for purposes of incone generation in a sumexceeding in

the aggregate five per cent of its admtted assets, as of the

preceding thirty-first day of Decenber.

(8) Al docunents provided to the superintendent under

division (V) of this section shall be deenmed trade secrets and

shall be provided with trade secret protection. Such docunents

shall al so be considered work papers of the superintendent that

are subject to section 3901.48 of the Revised Code and are

confidential and privileged and shall not be considered a public
record, as defined in section 149.43 of the Revised Code. The

origi nal docunents and any copies of them shall not be subject to

subpoena and shall not be made public by the superintendent or any

ot her person. except as otherwi se provided in section 3901.48 of
t he Revi sed Code.

Sec. 3913.01. Any donestic stock |ife insurance corporation
i ncorporated under a general |aw, nay becone a nmutual life
i nsurance corporation, and to that end may carry out a plan for
the acquisition of shares of its capital stock, provided such

pl an:

(A) Has been adopted by a vote of a npjority of the directors

of such corporation

(B) Has been approved by a vote of stockhol ders representing
a mpjority of the capital stock then outstanding at a neeting of

st ockhol ders called for the purpose;

(C Has been approved by a mpjority of the policyhol ders
voting at a neeting of policyholders called for the purpose, each
of whomis insured in a sumof at |east one thousand dollars and
whose i nsurance shall then be in force and shall have been in

force for at | east one year prior to such neeting.
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As used in this section, "policyholder" nmeans the person
i nsured under an individual policy of life insurance, and the
person to whom any annuity or pure endownent is presently or
prospectively payable by the terns of an individual annuity or
pure endownrent contract, except where the policy or contract
decl ares sonme other person to be the owner or holder thereof, in
whi ch case such owner or policyhol der shall be deened the
pol i cyhol der, and except in cases of assignnment. In the case of
any individual policy or contract insuring two or nore persons
jointly or in case the policy or contract declares two or nore
persons to be the owner, the persons insured or declared to be the
owner are consi dered as one policyhol der for the purposes of this
section. In case any such policy or contract has been assigned by
an assignnent absolute on its face to an assi gnee other than the
corporation, and such assignnent has been filed at the principa
office of the corporation at least thirty days prior to the date
of the meeting of policyholders, then such assignhee shall be
deened a policyhol der. Except as provided in this section, an
assignee of a policy or contract shall not be deened a
pol i cyhol der. The reference in division (C) of this section to
i nsurance in the anmount of one thousand dollars or nore is deened
to include any annuity contract, the conmmuted value of which is
one thousand dollars or nore on the date of said neeting, and any
pure endownrent contract for the principal sum of one thousand

dollars or nore.

Noti ce of the neeting of policyholders shall be given by
mai | i ng such notice fromthe honme office of the corporation at
| east thirty days prior to such neeting in a seal ed envel ope,
post age prepaid, addressed to such policyholders at their | ast
known post-office addresses, provided that personal delivery of
such witten notice to any policyhol der evidenced by witten
recei pt therefor nay be substituted for mailing the sanme. The

neeting shall be otherw se provided for and conducted in such
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manner as is provided in the nmutualization plan, provided that
policyhol ders may vote in person, by proxy, or by mail, and that
all votes shall be cast by ballot on a uniformballot furnished by
the corporation. The superintendent of insurance shall supervise
and direct the nmethod and procedure of said neeting and shal
appoi nt an adequate nunber of inspectors to conduct the voting at
said nmeeting who nay determ ne all questions concerning the
verification of the ballots, the ascertainment of the validity of
such ballots, the qualifications of the voters, and the canvass of
the vote, and who shall certify to the superintendent and to the
corporation the result of such proceedi ngs, which shall be

supervi sed by said inspectors in accordance with such rules as are
prescribed by the superintendent. All necessary expenses incurred
by the superintendent shall be paid by the corporation, as

certified to by himthe superintendent.

Bef ore such a plan can be carried out, it nust be submtted
to the superintendent and nust be approved by himthe

superintendent in witing; provided that every payment for the

acqui sition of any shares of the capital stock of such
corporation, the purchase price of which is not fixed by such

pl an, shall be subject to the approval of the superintendent, and
provi ded that neither such plan, nor any such paynent, shall be
approved by the superintendent unless at the tinme of such
approval s, respectively, the corporation, after deducting the
aggregate sum appropriated by such plan for the acquisition of any
part or all of its capital stock, and, in the case of any paynent
not fixed by such plan and subject to separate approval by the
superintendent, after deducting also the anpbunt of such paynent,
shal | be possessed of net assets of not |ess than two hundred
thousand dollars fromwhich it shall maintain its deposit nade
previously with the superintendent, and such assets shall be not

| ess than the entire liabilities of the corporation, including the

net values of its outstanding contracts conputed according to the
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st andard adopted by the corporation under seetien sections 3903. 72
to 3903. 7211 of the Revised Code and including all funds,

conti ngent reserves, and surplus, except for such surplus as has

been appropriated or paid under such plan.

Sec. 3913.34. (A) Sections 3913.11 to 3913.13 and 3913.20 to
3913. 23 of the Revised Code shall apply to a mutual insurance
hol ding conpany as if the nutual insurance hol ding conpany were a
domestic nmutual insurance conpany. The nmenmbers of the nutual
i nsurance hol di ng conpany are deened to be nenbers of a donestic

nut ual i nsurance conpany for all purposes of such sections.

(B) A reorganization of a donestic nutual l|ife insurance
conmpany subject to sections 3913.25 to 3913. 38 of the Revised Code
| . b . . _ Y . I
Code—if—apptecable—but is not subject to sections 3901.32 to
3901. 323 of the Revised Code.

(O Notwithstanding division (B) of this section, for a
period of five years following the effective date of a
reorgani zati on under sections 3913.25 to 3913. 38 of the Revised
Code, no person shall acquire control of a reorgani zed stock
company wi t hout conpliance with sections 3901.32 to 3901. 323 of
the Revised Code. For purposes of this division, "control"™ has the
same neaning as in division (B) of section 3901.32 of the Revised
Code, except that control is presunmed to exist if any person
directly or indirectly, owns, controls, holds with the power to
vote, or holds proxies representing five per cent or nore of the

voting securities of any other person.

(D) An internedi ate hol ding conpany or, if there is no such
conpany, a reorgani zed stock conpany shall not issue shares of
stock, in addition to the shares issued pursuant to the
reorgani zati on plan under which the conpany was fornmed, w thout

the prior approval of the nutual insurance holding conpany as its
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maj ority sharehol der. The prior approval of the mutual insurance
hol di ng conpany nust be evidenced by a resolution of the board of
directors of the mutual insurance hol ding conpany delivered to the
board of directors of the internediate hol di ng conpany or the
reorgani zed stock conpany prior to the issuance of the additiona

shar es.

(E) A nmutual insurance hol ding conpany, and an internediate
hol di ng conpany, if any, are deened to be insurers subject to
sections 3901.07, 3901.071, and 3901.48 of the Revi sed Code.

Sec. 3915.04. Life insurance policies may provide for not
nore than one year prelimnary terminsurance by incorporation
therein of the followi ng clause i medi ately precedi ng the "change

of beneficiary" clause:

"The first year's insurance under this policy is term

i nsur ance. "

If the premi umcharged for terminsurance under a linmted
paynment |ife or endownent prelimnary termpolicy, providing for
the paynent of all premunms thereon in | ess than twenty years from
the date of the policy, exceeds that charged for |ike insurance
under whole life prelimnary termpolicies of the sane conpany,
the reserve thereon at the end of any year, including the first,
shall not be less than the reserve on a whole life prelimnary
termpolicy issued in the sane year and at the sane age together
wi th an anount equivalent to the accunul ation of a net |evel
prem um sufficient to provide for a pure endowrent at the end of
the prem um paynent period equal to the difference between the
value at the end of such period of such a whole life prelimnary
termpolicy and the full reserve at such tine of such limted
paynent |ife or endownent policy. This section does not apply to
any policy issued under section 3915.07 of the Revised Code on or

after the operative date for such policy as authorized by division
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(H) of such section.

This section is applicable to any prelinmnary term policies,

except in the case of pelicies—whichare subjectto the valuation
regqui+erents—of—div-sion—{(Br—of life insurance policies and

annui ty and pure endownent contracts issued between July 17, 1947,

and Novenmber 5, 1959, that are subject to valuation under section
390372 3903. 723 of the Revi sed Code.

Sec. 3915.071. (A) As used in this section, "operative date

of the valuation manual" nmeans the January 1 of the first cal endar

vear that the valuation nmanual, as defined in section 3903.72 of

the Revised Code, is effective

(B) No policy of life insurance shall be delivered or issued
for delivery in this state, on or after January 1, 1989, or the
operative date (not before January 1, 1983) applicable to such
policy, as permitted by division (P) of this section, unless it
contains in substance the provisions set out in this division
which are applicable to the plan of insurance or correspondi ng
provi sions which, in the opinion of the superintendent of

i nsurance, are at least as favorable to the policyhol der:

(1) That the conmpany will, upon proper request within sixty
days after the due date of a premumin default, grant a paid-up
nonforfeiture benefit on a plan stated in the policy. The
ef fective date of the benefit shall be the due date of the unpaid
prem um The benefit shall be in the anpbunt specified in this

section.

(2) That upon proper request, within the sane sixty-day
period, the conpany may substitute an alternative nonforfeiture
benefit of an actuarially equival ent value. The anmount nay be
greater or the death benefit may be for a longer period. If the
benefit is an endownent benefit, the anobunt nmay be greater or

paynment may be nade earlier
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(3) That after prem uns have been paid for at |east three
full years for ordinary insurance or for at least five full years
for industrial insurance, the conpany will, upon surrender of the
policy within sixty days after the due date of an unpaid prem um
pay a cash surrender value in the anmount specified in this section

in lieu of any paid-up nonforfeiture benefits.

(4) That if another available nonforfeiture benefit is not
el ected within sixty days after the due date of an unpaid prenium
the paid-up nonforfeiture benefit specified in the policy shal

becone effective.

(5) That if all premiunms for the policy have been paid, the
company will pay the cash surrender val ue, upon surrender of the
policy within thirty days after a policy anniversary, in the
anount specified in this section. That value will also be
avail able within any such thirty-day period if the policy is
conti nui ng under any nonforfeiture benefit which becanme effective
on or after the third policy anniversary in the case of ordinary
i nsurance or the fifth policy anniversary in the case of

i ndustrial insurance.

(6) A statement of the nortality table, interest rate, and
nmet hod used in cal culati ng cash surrender val ues and pai d-up
nonforfeiture benefits avail abl e under policies which guarantee
unschedul ed changes in benefits or preniuns upon the happening of
specified events or upon the exercise of an option without change

to a new policy.

For all other policies, a statement of the nortality table
and interest rate used in calculating the cash surrender val ues
and pai d-up nonforfeiture benefits, together with a table show ng
such val ues and benefits on each policy anniversary during the
first twenty policy years, or the termof the policy, if shorter.
Val ues and benefits are to be cal cul ated on the assunption that

there are no dividends or paid-up additions credited to the policy
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and that there is no indebtedness to the conpany on the policy.

(7) A statenent that the cash surrender val ues and pai d-up
nonforfeiture benefits are not |ess than those required by the | aw

of the state in which the policy is delivered.

(8) An explanation of the manner in which cash surrender
val ues and pai d-up nonforfeiture benefits are increased by any
pai d-up additions to the policy and decreased by any i ndebtedness

to the conpany on the policy.

(9) A statenent that a detail ed statenment of the method of
comput ati on of val ues and benefits has been filed with the
i nsurance supervisory official of the state in which the policy is
delivered if such a detailed statement is not included in the
policy.

(10) A statenment of the nethod used in cal culating the cash
surrender val ue and paid-up nonforfeiture benefit available on any
policy anniversary beyond the | ast anniversary for which val ues

and benefits are consecutively shown in the policy.

The conpany shall reserve the right to defer the paynent of
any cash surrender value for a period of six nonths after demand

and surrender of the policy.

BX(C) Upon default in paynent of a prem um due on a policy
anni versary, any cash surrender val ue shall be determ ned as of
the due date. The value shall be not |ess than the present val ue
on the anniversary of the future guaranteed benefits which would
have been provided for by the policy, including any existing
pai d-up additions, had default not occurred, |ess the present
val ue on the anniversary of the adjusted prem uns corresponding to
the prem uns which woul d have fallen due on and after such
anni versary and | ess any i ndebtedness to the conpany on the
policy. Any cash surrender value provided for by the policy shal

be in substantial conpliance with section 3915.072 of the Revised
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Code.

I f supplenental life insurance or annuity benefits are added
at issue, at the option of the insured, to a policy by rider or
suppl emental policy provision and for an identifiable additional
prem um the cash surrender values for the basic insurance and for
the suppl enmental insurance or benefits shall be determined as if
each had been issued as a separate policy. The cash surrender
val ue of the policy shall be the sum of the cash surrender val ue
of the basic insurance and of the suppl enental insurance or

benefits.

The cash surrender value for a fanmly policy, which defines a
primary insured and which provides terminsurance on the life of
the spouse of the primary insured expiring before the spouse's age
seventy-one, is the sumof the cash surrender value of the
i nsurance on the primary insured and the cash surrender val ue of
the terminsurance on the spouse, deternined as if the insurance

on each had been issued as a separate policy.

Any cash surrender value available within thirty days after a
policy anniversary, under a policy paid up by conpletion of al
prem um paynments or continued under any paid-up nonforfeiture
benefit, shall be not |less than the present value, on the
anni versary, of the future guaranteed benefits provided by the
policy, including any paid-up additions, and decreased by any

i ndebt edness to the conpany on the policy.

Any pai d-up nonforfeiture benefit avail abl e upon default in
paynment of the prem um due on a policy anniversary shall have a
present value as of the anniversary at |least equal to the policy's
cash surrender value on that date or, if none is provided for, the
cash surrender val ue which would have been required by this
section in the absence of the condition that preniuns shall have

been paid for the requisite nunber of years.
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{S-(D) (1) Anmpunts payable as extra prenmuns to cover
i mpai rments or special hazards and uni form annual contract charges
or policy fees specified in the policy statenent of the nethod to
be used in cal cul ati ng cash surrender val ues and pai d-up
nonforfeiture benefits are excluded in cal cul ati ng adj usted

prem uns and recal cul ated future adjusted premn uns.

A policy issued on a substandard basis but simlar to one
i ssued on a standard basis may be considered the sane as the
standard policy in calculating adjusted prem uns and present
values if tabular nortality costs in each policy year are the sane
as those in the standard policy and if the policies differ only in
that the substandard policy provides reduced graded anounts of
i nsurance and the standard policy provides higher uniform anounts

of i nsurance.

(2) The adjusted premuns for any policy are cal cul ated on an
annual basis and shall be a uniform per cent of the respective
prem uns specified in the policy for each policy year such that
the present value, at the date of issue, of all such adjusted

premuns is equal to the sum of the follow ng:

(a) The present value at the date of issue of the future

guar ant eed benefits;

(b) One per cent of either the anmbunt of insurance, if
uniformin anmount, or the average anount of insurance at the

begi nning of each of the first ten policy years; and

(c) One hundred twenty-five per cent of the nonforfeiture net
| evel premium as defined in division {&-(D)(3) of this section
provi ded that for the purposes of this division £6-(D)(2)(c) the
nonforfeiture net |evel prem umshall not be deened to exceed four
per cent of either the amount of insurance, if uniformin anount,
or the average anount of insurance at the begi nning of each of the

first ten policy years.
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The date of issue, as used in this division, is the date as

of which the rated age of the insured is determ ned.

(3) The nonforfeiture net level premumis equal to the
present value, at the date of issue, of the guaranteed benefits
provi ded for by the policy divided by the present value, at the
date of issue, of an annuity of one per annum payable on the date
of issue and on each anniversary of the policy on which a prem um

falls due.

(4) Adjusted prem uns, present val ues, additional expense
al | onances, and nonforfeiture net |evel premuns for policies
whi ch guar ant ee unschedul ed changes in benefits or preniuns upon
t he happeni ng of specified events or upon the exercise of an

option without change to a new policy are determ ned as foll ows:

(a) At the date of issue, adjusted prenm uns, nonforfeiture
net |evel prem unms, and present values are cal cul ated on the
assunption that there will be no change in future benefits or

prem uns;

(b) At the tinme of a change in benefits or prem uns, future
adj usted prem unms, nonforfeiture net |evel prem uns and present
val ues are recal cul ated on the assunption that there will be no

ot her change in future benefits or prem uns;

(c) These recalculated future adjusted premiuns are a uniform
percentage of the respective future premuns specified in the
policy for each policy year after the change such that the present
value, at the time of change, of the future adjusted premunms is

equal to the sum of:

(i) The present value at the tine of change of all future

guar ant eed benefits provided for by the policy;

(ii1) Any additional expense allowance | ess the cash surrender
value at that tinme or, if none, the value of any paid-up

nonforfeiture benefit.
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(d) The additional expense allowance, at the tinme of change,
is the sum of one per cent of any increase in the average anount
of insurance and one hundred twenty-five per cent of any increase
in the nonforfeiture net |evel prenmium The average anount of
i nsurance after the change is the average amount of insurance at
t he beginning of the first ten policy years follow ng the change.
The average amount of insurance before the change is the average
anount of insurance at the beginning of each of the first ten
policy years starting with the date of the nobst recent previous

change or, if there has been no change, the date of issue.

(e) The recal cul ated nonforfeiture net level premiumis the
quotient of (i) the present value of the increase in future
guar ant eed benefits provided by the policy plus (ii) the
nonforfeiture net |evel prem um before the change tinmes the
present value of an annuity of one per annum payabl e on each
anni versary of the policy on and after the date of change on which
a prem um woul d, except for the change, have fallen due divided by
(iii) the present value of an annuity of one per annum payabl e on
each anniversary on or after the date of change on which a prem um

falls due.

{D)-(E) For policies issued prior to the operative date of the

val uati on manual

(1) For all policies of ordinary insurance issued on the
standard basis, all adjusted prem uns and present values referred
toin this section shall be calculated on the basis of the
comm ssioners 1980 standard ordinary nortality table and a rate of
interest not exceeding the nonforfeiture interest rate provided
for by division (FH-(E)(3) of this section or, at the option of the
conpany, a rate not exceeding the nonforfeiture interest rate for
policies issued in the preceding cal endar year. The conpany may
el ect to use the conmi ssioners 1980 standard ordinary nortality

table with ten-year select nortality factors for any specified
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plan of life insurance. The superintendent nmay approve the use of
any ordinary nortality table adopted after 1980 by the nati onal
associ ation of insurance conmi ssioners in determining the mninmm

nonforfeiture standard for such policies.

E-(2) For all policies of industrial insurance issued on the
standard basis, all adjusted prem uns and present values referred
toin this section shall be calculated on the basis of the
conm ssioners 1961 standard industrial nortality table and a rate
of interest not exceeding the nonforfeiture interest rate provided
for by division (F(E)(3) of this section or, at the option of the
conmpany, a rate not exceeding the nonforfeiture interest rate for
policies issued in the precedi ng cal endar year. The superintendent
may approve the use of any industrial nortality table adopted
after 1980 by the national association of insurance conm ssioners
in determ ning the nmininumnonforfeiture standard for such

pol i ci es.

-(3) The nonforfeiture interest rate for a policy issued in
any cal endar year is equal to one hundred twenty-five per cent of
the valuation interest rate for the policy as defined in section
3903721 3903. 724 of the Revised Code, rounded to the nearer

one-quarter of one per cent, provided, however, that the

nonforfeiture interest rate shall not be | ess than four per cent.

(F) For all policies issued on or after the operative date of

t he val uati on manual

(1) For all policies of ordinary insurance, the val uation

nanual shall provide the conm ssioners standard nortality table

for use in determning the mininumnonforfeiture standard that may

be substituted for the conmm ssioners 1980 standard ordi nary

nortality table, with or without ten-yvear select nortality

factors, or for the conm ssioners 1980 extended term i nsurance

table. If the superintendent approves by rule any conm sSioners

standard ordinary nortality table adopted by the nationa
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associ ation of insurance conni ssioners for use in determning the

m ni rum nonforfeiture standard for policies issued on or after the

operative date of the valuation manual, then that m ni num

nonforfeiture standard supersedes the mni num nonforfeiture

standard provided by the val uati on manual

(2) For all policies of industrial insurance, the val uation

manual shall provide the conmni ssioners standard nortality table

for use in deternmning the mni num nonforfeiture standard that may

be substituted for the conm ssioners 1961 standard industri al

nortality table or the conmi ssioners 1961 industrial extended term

i nsurance table. |If the superintendent approves by rul e any

conmmi ssioners standard industrial nortality table adopted by the

nati onal association of insurance conni ssioners for use in

determining the mninmnumnonforfeiture standard for policies issued

on or after the operative date of the valuation manual., then that

m ni nrum nonforfeiture standard supersedes the m ni num

nonforfeiture standard provi ded by the val uati on nanual

(3) The nonforfeiture interest rate per annum for any policy

issued in a particular calendar yvear shall be provided by the

val uati on _manual

(G Any cash surrender value for any paid-up nonforfeiture
benefit including any paid-up dividend additions shall be
cal cul ated on the basis of the nortality table and rate of
i nterest used in determ ning the anount of such benefit and

pai d-up dividend additions.

(H) Guaranteed pai d-up nonforfeiture benefits, including any
pai d-up additions, shall be cal culated on the basis of an interest
rate no | ower than that specified in the policy when cal cul ating

cash surrender val ues.

(1) Present values, for any paid-up terminsurance or any

pai d-up terminsurance with acconpanyi ng pure endownent offered as
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a nonforfeiture benefit, shall be cal cul ated using rates of
nortality not to exceed those shown in the comm ssioners 1980
extended terminsurance table for policies of ordinary insurance
and those shown in the conm ssioners 1961 industrial extended term
i nsurance table for policies of industrial insurance. The
superintendent may approve the use of any extended terminsurance
tabl e adopted after 1980 by the national association of insurance

conmi ssioners in determning such present val ues.

(J) Adjusted prem uns and present val ues for policies that
are i ssued on a substandard basis may be cal cul ated on the basis
of such table of nortality as may be specified by the conpany and

approved by the superintendent.

(K) The superintendent of insurance may by rul e adopt nethods
for conmputing cash surrender val ues and pai d-up nonforfeiture
benefits for plans of life insurance which are of such a nature
that val ues cannot be determ ned by any nmethod described in this
section, provided the superintendent is satisfied that the
benefits provided in any such plan are substantially as favorable
to policyhol ders and insureds as the nini num benefits otherw se
required by this section and that the benefits and patterns of
premiuns for the plan will not m slead prospective policyhol ders
or insureds. Such nethods nust be consistent with the principles
of this section. This division shall apply to any plan of life
i nsurance which provides for future prem um deternination, the
amounts of which are to be deternined by the conpany on the basis
of estimates of future experience nade at the tine of any such

determ nati on

(L) Any cash surrender value and any paid-up nonforfeiture
benefit, avail able upon default in paynent of a prem um due at any
time other than on a policy anniversary, shall be calculated with
al | onance for |apse of tinme and paynent of fractional preniuns

beyond the preceding policy anniversary. Al values referred to in
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this section nay be cal cul ated upon the assunption that any death
benefit is payable at the end of the policy year of death. The net
val ue of any paid-up addition, other than paid-up term additions,

shall be not less than the anpbunt used to provide such additions.

(M Al other policy benefits additional to life insurance
and endowrent benefits shall be disregarded, and prem uns for al
such additional benefits and any extra premumnms to cover
i mpai rments or special hazards shall be disregarded, in
ascertai ning the cash surrender val ues and nonforfeiture benefits
required by this section. No such additional benefits shall be
required to be included in any paid-up nonforfeiture benefit. Such

benefits include additional benefits payabl e:

(1) For death or di snenbernent by accident or accidental

nmeans;
(2) For total and pernmanent disability;

(3) As reversionary annuity or deferred reversionary annuity

benefits;

(4) As terminsurance benefits provided by rider or
suppl emental policy provisions to which, issued as a separate

policy, this section would not apply;

(5 As terminsurance on the life of a child or lives of
children provided in a policy on the life of a parent, if such
terminsurance expires before the child's age is twenty-six, is
uniformin anount after the child's age is one, and has not becone

pai d-up by reason of the death of a parent.

(N) This section does not apply to any reinsurance, group
i nsurance, pure endownent or annuity or reversionary annuity

contract nor to any:

(1) Termpolicy, or renewal thereof, of uniform anount and

for twenty years or |ess expiring before age seventy-one which
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provi des no guaranteed nonforfeiture or endowrent benefit and for
whi ch uni form prem uns are payable during the entire termand any

renewal of the policy;

(2) Term policy of decreasing anount, which provides no
guar ant eed nonforfeiture or endownent benefits, and for which each
adjusted premiumis less than the adjusted premumfor a term
policy described in division (N (1) of this section issued at the

same age and for the sane initial anount of insurance;

(3) Policy, which provides no guaranteed nonforfeiture or
endowrent benefits, and for which the cash surrender value or
present value of any paid-up nonforfeiture benefit for any policy
year cal cul ated according to this section as of the begi nning of
such policy year, does not exceed two and one-half per cent of the

anount of insurance at the beginning of the sane policy year;

(4) Policy which is delivered outside this state through an

agent or other representative of the conpany issuing the policy.

For purposes of determining the applicability of this
division to a joint-termlife insurance policy, the age at expiry

shall be the age at expiry of the oldest life.

(O No approved policy formneed be refiled if nonforfeiture
val ues or nethods for computing such values for it are refiled and

the only change is in the interest rate or the nortality table.

(P) The operative date of this section shall be January 1,
1989, except that an earlier operative date may be el ected as
provided in this division. A conpany may, by witten notice filed
with the superintendent, elect to issue all, or one or nore, of
its policy forns pursuant to this section on and after a date
specified in the notice. The date specified nay be any date on or
after January 1, 1983, and before January 1, 1989. The date
specified shall be the operative date of this section for the

policy formor fornms specified in the noti ce.
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No other statute shall be construed to prohibit any life
i nsurance conpany fromclassifying its policies and electing to
i ssue specified forns of policies pursuant to the plan set forth
in this section, while using other |legal basis as to reserve
cal cul ati ons and nonforfeiture values for other of its policies,
nor shall it be construed to prohibit any life insurance conpany
from adopti ng ot her reasonable classifications of policies or

pol i cyhol ders.

Sec. 3915.072. This section applies to all policies of life
i nsurance, not excluded by division (N) of section 3915.071 of the
Revi sed Code, that are delivered, or issued for delivery, in this

state on or after January 1, 1989.

(A) Upon default in paynent of the prem um due on a policy
anni versary, the cash surrender value shall not differ by nore
than two-tenths of one per cent of the ampbunt of insurance from
the sum of the greater of zero or the basic cash value, as defined
in division (B) of this section, and the present val ue of any
pai d-up additions |l ess any indebtedness to the conpany on the
policy. If the amount of insurance is not uniform the anmount is
t he average anmount of insurance in force at the begi nning of each

of the first ten policy years.

(B) The basic cash value is equal to the present value on the
anni versary of the future guaranteed benefits which woul d have
been provided for by the policy had default not occurred | ess the
present value on the anniversary of the nonforfeiture factors
corresponding to the prem uns which would have fallen due on and
after the anniversary. The basic cash value may not be | ess than
the val ue obtained by substituting the adjusted prem uns, as
defined in division £&-(D)(2) of section 3915.071 of the Revised
Code, for the nonforfeiture factors. Paid-up additions and

i ndebt edness to the conpany on the policy are not taken into
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consi deration in determ ning basic cash value. Basic cash val ues
for policies having supplenental life insurance or annuity
benefits or for a famly policy as described in division (B) of
section 3915. 071 of the Revised Code shall be determined in the
manner provided in division (B) of that section for cash surrender

val ues.

(C© The nonforfeiture factor is a percentage of the adjusted
prem um as defined in division {&-(D)(2) of section 3915.071 of
the Revised Code, for each policy year. The percentage nust be the
same for each policy year after the second until the later of the
fifth policy anniversary and the first policy anniversary after
t he second on which the cash surrender value, before including any
pai d-up additions and before deducting any indebtedness, is at
| east equal to two-tenths of one per cent of the anpunt of
i nsurance. Any change in percentage after the fifth policy
anni versary nust apply to no fewer than five consecutive policy
years before a different percentage can be adopted. If the anount
of insurance is not uniform the anmount is the average amount of
insurance in force at the beginning of each of the first ten

policy years.

(D) Adjusted prem unms and present val ues shall be cal cul ated
using the sane nortality table and interest rate used to
denmonstrate the policy's conpliance with section 3915.071 of the
Revi sed Code. The cash surrender values referred to in this

section include any endownent benefit provided for by the policy.

(E) Any cash surrender val ue avail abl e upon default in a
prem um paynment due at any tine other than on a policy
anni versary, and the anmount of any paid-up nonforfeiture benefit
avai |l abl e upon default in a premiumat any tinme shall be
cal culated in accordance with the requirenments for determning
anal ogous ni ni mum anounts in section 3915.071 of the Revi sed Code.

The anmounts of any cash surrender values and pai d-up nonforfeiture
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benefits granted in connection with additional benefits such as
those listed in division (M of section 3915.071 of the Revised

Code shall conformw th the principles of this section

Sec. 3921.21. A (A) Except as provided in division (B) of

this section, a fraternal benefit society shall invest its funds
only in such investnents as are authorized by section 3907.14 of
the Revised Code for the investnment of assets of life insurers and
subject to the limtations thereon. Any foreign or alien society
permtted or seeking to do business in this state that invests its
funds in accordance with the laws of the state, district,
territory, country, or province in which it is incorporated, is
held to neet the requirements of this section for the investnent

of funds.

(B) Afraternal benefit society may seek pernmission fromthe

superintendent of insurance to invest funds under Chapter 3906. of

the Revised Code and may invest funds under that chapter if such

pern ssion i s granted.

Sec. 3925.08. Funds accumnul ated in the course of business, or
surplus noney above the capital stock, of any conpany organi zed
under any law of this state, for the purpose provided in section
3925.01 of the Revised Code, shall only be | oaned or invested in
the securities listed in sections 3925.05 and 3925.06 of the

Revi sed Code, or in the follow ng:

(A) (1) Bonds and nortgages on unencunbered real estate within
this or any other state worth twenty-five per cent nore than the
sum | oaned thereon, exclusive of buildings, unless such buildings
are insured in some conpany authorized to do business in this
state, and the policy is transferred to the conmpany naking the
investnent; or, in lieu of transferring such policies, the

nort gagee may purchase a policy or policies of nortgage protection
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i nsurance, payable to the nortgagee or a trustee in its behalf,

i nsuring the nortgagee against loss resulting fromthe failure of
the nortgagor to acquire and maintain, fromsuch an authorized

i nsurance conpany, insurance in the anmount required by this

section;

(2) Bonds or notes secured by nortgages insured by the

f ederal housing adm ni strator;

(3) Loans to veterans guaranteed in whole or in part by the
United States pursuant to Title Ill of the "Servicenen's
Readj ust nent Act of 1944," 58 Stat. 284, 38 U S.C. 693, as
anended, provided such guaranteed | oans are liens upon rea

est at e.

(B)(1) Legally authorized and executed bonds, notes,
warrants, and securities which are the direct obligation of or are
guaranteed as to both principal and interest by Canada, or which
are the direct obligation of or are guaranteed as to both
principal and interest by any province of Canada, or which are the
direct obligation of or are guaranteed as to both principal and
i nterest by any rnunicipal corporation of Canada having a
popul ati on of one hundred thousand or nore by the latest official

census, and which are not in default as to principal or interest;

(2) Ovbligations issued, assunmed, or guaranteed by the
i nternational finance corporation or by the international bank for
reconstruction and devel opnment, the Asian devel opnent bank, the
i nter-American devel opnment bank, the African devel opnent bank, or
simlar devel opment bank in which the president, as authorized by
congress and on behalf of the United States, has accepted

nmemnber shi p.

(C) Bonds or other evidences of indebtedness, not in default
as to principal or interest, which are valid obligations issued,

assuned, or guaranteed by the United States, by any state thereof,
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the Comonweal th of Puerto Rico, by any territory or insular
possession of the United States, or by the District of Col unbia,
or which are valid obligations issued, assumed, or guaranteed by
any county, nunicipal corporation, district, or political

subdi vision, or by any civil division or public instrunentality of
such governmental units, if by statutory or other |ega

requi rements such obligations are payable, as to both principa
and interest, fromtaxes |evied upon all taxable property within
the jurisdiction of such governnental unit, or in bonds or other
obligations issued by or for account of any such governmental unit
havi ng a popul ation of five thousand or nore by the | atest
official federal or state census, which are payable as to both
principal and interest fromrevenues or earnings fromthe whole or
any part of a publicly owned utility, provided that by statute or
ot her applicable legal requirenents, rates fromthe service or
operation of such utility nust be fixed, mintained, and collected
at all times so as to produce sufficient revenues or earnings to
pay both principal and interest of such bonds or obligations as
they becone due, and in any bonds or obligations issued or
guaranteed by the United States, any state, the District of

Col unbi a, the Conmonwealth of Puerto Rico, any county, munici pal
corporation, district, political subdivision, civil division,

conmm ssion, board, authority, agency, or other instrunmentality of
one or nmore of them provided there is a specific pledge of
revenues, earnings, or other adequate security and provided that
no prior or parity obligation of the same issuer, payable from
revenues or earnings fromthe same source, has been in default as
to principal or interest during the five years next preceding the
date of such investnent, but such issuer need not have been in

exi stence for that period, and obligations acquired under this
section may be newy issued, and further provided that there is
adequat e provision for paynment of expenses of operation and

mai nt enance and the principal and interest on all obligations when
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due;

(D) (1) Bonds or other evidences of indebtedness, bearing or
accruing interest, issued, assuned, or guaranteed by any sol vent
corporation, trust, partnership, or simlar business entity
organi zed and exi sting under the laws of this or any other state,
or of the United States, the Conmonweal th of Puerto Rico, or of
the District of Colunbia, or of Canada or any provi nce of Canada,
upon which there is no existing interest or principal default,

provi ded that either:

(a) The bonds or other evidences of indebtedness are rated 1

or 2 by the securities valuation office of the nationa

associ ati on of insurance commi sSi oners;

(b) The corporation, together with its predecessor

corporation or corporations, or the trust, partnership, or simlar

busi ness entity, has been in existence for a period of at |east

five years.

(2) Stocks, limted liability conmpany nenbership interests,
linmted partnership interests, or linted liability partnership
interests of any insurance, financial, investnent, or investnent
managenent conpani es, whi ch i nvestnent nmanagenent conpanies are
registered with the securities and exchange comm ssi on under the
"I nvest mrent Conpany Act of 1940," 54 Stat. 789, 15 U S. C. 80a-1,
as anmended, or the stocks, linted liability conpany nenbership
interests, limted partnership interests, or linmted liability
partnership interests in an entity wholly owned by a donestic
company or by a donestic conpany and its affiliates, that is
formed and maintained to acquire or hold specific assets or
liabilities for bankruptcy renoteness or linmtation of liability
pur poses, except its own stock, and stocks, limted liability
conmpany nenbership interests, linmted partnership interests,
linmted liability partnership interests, bonds, notes, and

debentures of any conpany which is organized for, and limted in
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its operations to, the financing of insurance prem unms, upon
approval of such investnents by the superintendent of insurance;
except that approval shall not be required for the purchase of the
out standing stocks, limted liability conmpany menbership
interests, linmted partnership interests, or limted liability
partnership interests of any such conpany, if investnent in each
such conpany does not exceed in the aggregate two and one-hal f per
cent of the total admitted assets of the conpany naking the

i nvestnent as of the preceding thirty-first day of Decenber
Whenever the superintendent has reason to believe that the
retention, investnent, or acquisition of the stock, limted
liability conpany nmenbership interest, limted partnership
interest, or limted liability partnership interest of any such
conpany substantially | essens conpetition generally in the

busi ness of insurance or creates a nonopoly therein the

superi ntendent shall proceed under section 3901. 13 of the Revised
Code to cause such domestic insurance conpany to divest itself of
such stock, limted liability conpany nmenbership interest, linmted

partnership interest, or limted liability partnership interest.

(3) Oher stocks, limted liability conmpany menbership
interests, or limted partnership interests, or limted liability
partnership interests of any solvent corporation organi zed under
the laws of this or any other state, or of the United States, or
of the District of Colunbia, or of Canada or any province of
Canada, provided that a dividend or distribution has been paid by
the business entity in the preceding twelve nonths upon the stock,
menbership interest, or partnership interest to be purchased or
such business entity, together with its predecessor entity or
entities, has been in existence for a period of at |east five

years.

(4) A donestic conpany nay acquire, hold, and convey tangible

personal property or interests therein for the production of
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i ncone, provided no donestic conpany shall invest in excess of two
per cent of its adnmitted assets as of the preceding thirty-first

day of Decenber under this division.

(5) I'n equipnent trust obligations or certificates, security
agreenents, or other evidences of indebtedness entered into
directly or guaranteed by any conmpany operating wholly or partly
within the United States or Canada, provided that such debt
obligation is secured by a first lien on tangi bl e personal
property which is purchased or secured for paynent thereof and
such debt obligation is repayable within twenty years fromthe
date of issue in annual, sem annual, or nore frequent installnments

begi nning not later than the first year after such date.

(6) An insurer may invest without linmitation in investnents
of governnent noney market funds. As used in division (D)(6) of
this section, "government noney market fund" neans a fund that at
all times invests in obligations issued, guaranteed, or insured by
the federal government of the United States or collateralized
repurchase agreenents conprised of such obligations, and that
qualifies for investnment wi thout a reserve pursuant to the
pur poses and procedures of the securities valuation office of the

nati onal associ ati on of i nsurance conmn SSioners.

(E) Negotiable prom ssory notes nmaturing in not nore than six
nonths fromthe date thereof, secured by collateral security
through the transfer of any of the classes of securities described
in this section or in sections 3925.05 and 3925.06 of the Revised
Code, with absolute power of sale within twenty days after default

in paynent at maturity;

(F) (1) Repurchase agreenents with, and interest-bearing
obl i gations, including savings accounts and tine certificates of
deposit of, a national bank of the United States, a comonweal th
bank of Puerto Rico, a chartered bank of Canada, or a state bank

provi ded such bank is either a nmenber of the federal deposit

Page 198

6090
6091
6092

6093
6094
6095
6096
6097
6098
6099
6100
6101

6102
6103
6104
6105
6106
6107
6108
6109
6110

6111
6112
6113
6114
6115
6116

6117
6118
6119
6120
6121



Sub. S. B. No. 140
As Reported by the Senate Insurance and Financial Institutions Committee

i nsurance corporation created pursuant to the "Banki ng Act of
1933," as anmended, or the Canada deposit insurance corporation
created pursuant to the act of parlianment known as the "Canada

Deposit Insurance Corporation Act," as anended.

(2) Certificates of deposit, savings share accounts,
i nvest nent share accounts, stock deposits, stock certificates, or
ot her evidences of indebtedness of a savings and | oan associ ati on,
provided all such evidences of indebtedness are insured pursuant
to the "Financial Institutions Reform Recovery, and Enforcenent
Act of 1989," 103 Stat. 183, 12 U S. C. A 1811, as anended,

(3) Bankers' acceptances and bills of exchange of the kinds
and maturities made eligible by law for redi scount with the
federal reserve banks, provided that the sane are accepted by a
bank or trust conpany incorporated under the laws of the United
States or of this state or any other bank or trust conpany which

is a nmenber of the federal reserve system

(G Any securities issued as a result of any reorgani zation
or capital or debt adjustnent, in whole or in part, in exchange
for securities acquired by it prior to such reorgani zation, or

capi tal or debt adjustnent;

(H (1) In bonds, notes, debentures, or other evidences of
i ndebt edness i ssued, assuned, or guaranteed by a sol vent
corporation, trust, or partnership formed or existing under the
laws of a foreign jurisdiction, provided each such foreign
i nvestnent is of the sane kind and quality as United States
i nvestments authorized under this section; or in comon or
preferred stock, shares, nmenbership interests, or partnership
interests of any solvent business entity formed or existing under
the laws of a foreign jurisdiction, provided each such foreign
i nvestnent is of the sane kind and quality as United States
i nvest ments aut hori zed under this section; or in bonds or other

evi dences of indebtedness issued, assunmed, or guaranteed by a
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foreign jurisdiction

An insurer shall not invest in foreign investnents under
division (H) of this section, including investnents denom nated in
foreign currency, a sumexceeding in the aggregate fifteen per
cent of its admitted assets as of the preceding thirty-first day
of Decenber. The aggregate anount of investnments held by an
insurer in a single foreign jurisdiction shall not exceed three
per cent of its adnmitted assets as of the preceding thirty-first
day of Decenber.

As used in division (H (1) of this section, "foreign
jurisdiction" means a jurisdiction outside the United States,
Puerto Rico, or Canada whose bonds are rated 1 by the securities
val uation office of the national association of insurance

conmi Ssi oners.

(2) An insurer may acquire investments denoninated in foreign

currency whether or not they are foreign investnents.

An insurer shall not invest in investnments denominated in
foreign currency a sumexceeding in the aggregate fifteen per cent
of its admitted assets as of the preceding thirty-first day of
Decenber. The aggregate anount of investnents denom nated in a
single foreign currency held by an insurer shall not exceed three
per cent of an insurer's adnmtted assets as of the preceding

thirty-first day of Decenber.

(3) As used in division (H) of this section, "foreign

currency" nmeans a currency other than that of the United States.

(1)(1) Any securities or other property not permtted under
section 3925.05, 3925.06, 3925.08, or 3925.20 of the Revised Code
to an extent not exceeding in the aggregate six per cent of the
total admtted assets of such conpany on the precedi ng
thirty-first day of Decenber, within the lintations prescribed in

division (J) of this section. Any such conpany may al so i nvest up
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to an additional five per cent of the total admitted assets of
such conpany on the preceding thirty-first day of Decenber, within
the limtations prescribed in division (J) of this section, in

| oans or investnments in small businesses having nore than hal f of
their assets or enployees in this state and in venture capital
firms having an office within this state, provided that, as a
condition of a conpany meking an investnent in a venture capita
firm the firmnust agree to use its best efforts to nmake

i nvestnents, in an aggregate anmpunt at |east equal to the

i nvestnent to be nade by the conpany in that venture capital firm
in small businesses having their principal offices within this
state and having either nore than one-half of their assets within
this state or nore than one-half of their enpl oyees enpl oyed

within this state.
As used in division (I) of this section:

(a) "Snmall businesses" neans any corporation, partnershinp,
proprietorship, or other entity that either does not have nore
than four hundred enpl oyees, or would qualify as a small business
for the purpose of receiving financial assistance from snal
busi ness i nvestment conpani es |icensed under the "Small Business
| nvest nent Act of 1958," 72 Stat. 689, 15 U. S.C. A 661, as

amended, and rules of the smal| busi ness adm ni stration.

(b) "Venture capital firnms" nmeans any corporation
partnership, proprietorship, or other entity, the principa
busi ness of which is or will be the nmaking of investnents in snal

busi nesses.

(c) "Investnents" means any equity investment, including
limted partnership interests and other equity interests in which
liability is limted to the amount of the investnent, but does not
i nclude general partnership interests or other interests involving

general liability.
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(2) In the event that, subsequent to being nmade under this
division, a loan or investnent is determ ned to have becone
qualified as a |l oan or investnent under any of the divisions (A
to (F) of this section or under section 3925.05, 3925.06, or
3925. 20 of the Revised Code, the conpany may consider such | oan or
i nvestnent as held under such other statutory provision and such
| oan or investnment shall no | onger be considered as having been

made under this division

(J) No donestic insurance conpany shall at any tinme have
i nvested a sum exceeding five per cent of its admtted assets as
of the preceding thirty-first day of Decenber in the bonds, notes,
debentures, other evidences of indebtedness, and stocks of a
particul ar corporation, trust, partnership, or simlar business
entity, except for investnments authorized under divisions (A and
(D (2) of this section, and no donestic insurance conpany together
with its subsidiary, if any, shall at any tinme own directly or
indirectly nore than twenty-five per cent of the outstanding
bonds, notes, debentures, other evidences of indebtedness, and
stocks of any corporation, except for investnments authorized under
divisions (A and (D)(2) of this section.

This section does not affect the propriety or legality of an
i nvest nent nmade by such donestic insurance conpany which was in
accordance with the laws in force at the time of the nmaking of the

i nvest ment .

A business entity organi zed for the purpose provided in

section 3925.01 of the Revised Code may seek permi ssion fromthe

superintendent of insurance to invest funds under Chapter 3906. of

the Revised Code and may invest funds under that chapter if such

perm ssion is granted.

(K) As used in divisions (K) and (L) of this section:

(1) "Covered" neans that an insurer owns, or can imediately
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acquire through the exercise of options, warrants, or _conversion

rights already owned, the underlving interest in order to fulfil

Oor _secure its obligation under the option, cap, or floor it has

witten.

(2)(a) "Derivative instrument”" neans an adreenent., option,

instrunment, or a series or conbination thereof of either of the

follow ng types:

(i) To make or take delivery of, or assune or relingquish, a

speci fi ed anmbunt of one or nore underlying interest, or to make a

cash settlenent in |lieu thereof;

(ii) That has a price, performance, value, or cash flow based

primarily upon the actual or expected price, level. perfornmance,

value, or cash flow of one or nore underlying interests.

(b) Derivative instrunents include options, warrants, caps,

floors, collars, swaps, forwards, futures, and any other

agreenents, options, or instrunents substantially simlar thereto

or _any series or conbi nation thereof.

(3) "Derivative transaction" neans a transaction involving

the use of one or nore derivative instrunents.

(4) "Hedqgi ng transaction" neans a derivative transaction that

is entered into and maintained to reduce either of the follow ng:

(a) The risk of econonmic |oss due to a change in the val ue,

vield, price, cash flow, or quantity of assets or liabilities that

the insurer has acquired or incurred or anticipates acquiring or

i ncurring:

(b) The currency exchange rate risk or the dedree of exposure

as to assets or liabilities that an insurer has acquired or

incurred or anticipates acquiring or incurring.

(5) "lIncone generation" neans a derivative transaction

involving the witing of covered options, caps. or floors that is
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i ntended to generate incone or enhance return

(6) "Replication transaction" neans a derivative transaction

that is intended to replicate the perfornmance of one or nore

assets that an insurer is authorized to acquire under this

chapter. "Replication transaction”" does not include a derivative

transaction that is entered into as a hedqgi ng transaction.

(LY(1) Prior to an insurer entering into derivative

transactions, the board of directors of the insurer shall approve

a derivative use plan.

(2) An insurer shall notify the superintendent of insurance

in witing within three days after identifying either of the

foll owi ng:

(a) Any event or occurrence related to an insurer's

derivatives use that may lead to a material change to the

insurer's policyholder surplus;

(b) Any event or occurrence related to an insurer's

derivatives use that, with the passage of tinme, may lead to a

mat eri al change to the insurer's policyhol der surpl us.

(3) Prior to entering into derivative transactions., an

insurer shall file with the superintendent a copy of its

derivative use plan and internal controls, for informational

pur poses. The insurer shall keep current the copy of its

derivative use plan and internal controls filed with the

superintendent. The insurer shall not enter into derivative

transactions until thirty calendar days after the date on which

the derivative use plan and internal controls is filed with the

superintendent. This thirty-cal endar-day period is to beagin on the

date that the superintendent receives the derivative use plan and

internal controls.

(4) The superintendent nmay adopt rules prescribing the form

and content of derivative use plans, as well as any internal
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controls the superintendent considers necessary.

(5) An insurer that engages in hedgi ng transactions or

replication transactions shall do both of the foll ow ng:

(a) Maintain its position in any outstandi ng derivative

instrument used as part of a hedging transaction or replication

transaction for as long as the hedging transaction or replication

transaction continues to be effective;

(b) Denonstrate to the superintendent., upon request., that any

derivative transaction entered into and involving heddgi ng

transaction or replication transaction is an effective hedgi ng

transaction or replication transaction. The insurer nust be able

to denonstrate this at the tine the derivative transaction is

entered into, and for as long as the transaction continues to be

in place.

(6) An insurer may not invest in, or use, a derivative

i nstrument for any purpose other than a hedqgi ng transaction,

i ncone _generation, or replication.

(7) An insurer shall not invest in, or use a derivative

instrument for purposes of incone generation a sum exceeding in

the aggregate five per cent of its adnmtted assets, as of the

preceding thirty-first day of Decenber.

(8) Al docunents provided to the superintendent under

division (L) of this section shall be deened trade secrets and

shall be provided with trade secret protection. Such docunents

shall also be considered work papers of the superintendent that

are subject to section 3901.48 of the Revised Code and are

confidential and privileged and shall not be considered a public
record, as defined in section 149.43 of the Revised Code. The

ori gi nal docunents and any copies of them shall not be subject to

subpoena and shall not be made public by the superintendent or any

ot her _person, except as otherw se provided in section 3901.48 of
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t he Revi sed Code.

Sec. 3937.19. (A As used in this section:

(1) "Personal lines policy of insurance" neans a policy of

property and casualty insurance issued to a natural person

primarily for personal or fanmly protection for persona

aut onobil e, honeowner's, tenant's, nobil e-honmeowner's,

non-commercial dwelling fire or personal unbrella coverage.

(2) "Custoner" has the sane neaning as in section 3901.19 of
t he Revi sed Code.

(BY(1) An insurer may, but is not required to, provide or

make a policy summary of material coverages and exclusions in a

personal lines policy of insurance available to a custoner. |If an

insurer chooses to provide or make any such policy summary

avai l able, the sunmmary shall include at a mnimumall of the

foll owi ng:

(a) A brief description of the principal benefits provided

under the policy for which a premiumis charqged;

(b) A brief description of the principal exclusions. provided

under the policy:

(c) A statenent of the | oss val uation nethods provided under

the policy:;

(d) The following notice, or a substantially simlar notice,

prom nently displayed in conjunction with the policy sunmary:

"You shoul d read your insurance policy and get assistance in

under st andi ng the coverages and any exclusions directly from vour

agent or the insurance conpany issuing vour policy. This policy

summary is for infornmational purposes only and is designed to

provi de a basic description of insurance coverages and excl usi ons

in vour policy. This summary does not reflect all the coverages

and exclusions contained in your policy and is qualified in its
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entirety to the policy terns.

State | aw prohibits this policy sunmary fromrepl acinag,

nodi fying, altering, anending, or changing any of the terns or

provi sions of the insurance policy that is the subject of this

sunmar

(2) A policy summary, as described in division (B)(1) of this

section, does not include the policy declarations page and any

not ati ons cont ai ned therein.

(G Nothing contained in this section shall be construed to

prohibit an insurer fromproviding information related to an

insurance policy that does not neet the requirenents prescribed in

division (B) of this section.

(D) _An insurer may display sections of a policy summary

individually, in any conmbination or in any order, as long as the

sunmary neets the requirenents prescribed in division (B) of this

section and the notice contained in division (B)(1)(d) of this

section appears in each section of the policy summry. If the

policy summary i s paginated. then the notice contained in division

(B)(1)(d) of this section shall appear on each page.

(E) An insurer's election to provide or make a policy summary

avai lable to a custoner does not obligate the insurer to provide a

policy sunmmary upon the renewal of the policy or for any other

policies issued to the sane custoner.

(F) If an insurer elects to provide or make a policy summary

available for a personal lines policy of insurance. the insurer

shall provide a policy summary for the nanmed insured under a

policy for that product.

(G A policy summary provided or nade avail abl e under this

section shall not be considered a replacenent for the terns of the

policy of insurance, shall not have the effect of altering the

coverage afforded by the policy, and shall not confer new or

Page 207

6369

6370
6371
6372
6373

6374
6375
6376

6377
6378
6379
6380

6381
6382
6383
6384
6385
6386
6387

6388
6389
6390
6391

6392
6393
6394
6395

6396
6397
6398
6399



Sub. S. B. No. 140
As Reported by the Senate Insurance and Financial Institutions Committee

additional rights beyond those expressly provided for in the

policy. Nothing in this section shall be construed to create or

inply a private cause of action for a violation of this section. A

policy summary provided or nade avail able pursuant to this section

shall not be adnmi ssible in court or in any other |eqgal or

adnm ni strative proceeding. except to enforce division (H) of this

section.

(H No person doing the business of insurance in this state

shall provide or use a policy summary that contains any false,

m sl eadi ng, or deceptive representation or_ statenent.

(1) Any violation of this section is an unfair and deceptive

act or practice in the business of insurance under sections
3901.19 to 3901.26 of the Revised Code. |If the superintendent. by

witten order, finds that any person is about to engage, is

engaqgi ng, or has engaged in a violation of this section, the

superintendent may inpose any or all of the adnministrative
renedies set forth in divisions (D)(1) to (5) of section 3901.22
of the Revised Code. |f the superintendent finds that the

violation was due to gross or willful misconduct. the

superintendent nay order that person to reinburse any custoner

harned by the violation or violations, including reinbursenent or

paynent of insurance clains for which a |l oss occurred as a result

of a custoner's reliance upon a policy summry containi ng any

false, m sl eading, or deceptive representation or statenent.

Sec. 3939.01. (A Any nunber of persons of |awful age, not
| ess than ten in nunber, owning insurable property in this state,
may associ ate thensel ves together for the purpose of insuring each
ot her against the risk of direct physical |oss or damage to
property in this state, including theft of property in this state,
except | oss or damage to notor vehicles caused by collision. Any

associ ati on organi zed under this section shall file with the
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department of insurance all policy fornms currently in use by the
associ ation and all additions, deletions, or anendnents to the
policy forns at least thirty days prior to the use of the policy
forms, additions, deletions, or amendnents. Each filing under this
division is deemed approved thirty days after the filing is

recei ved by the superintendent of insurance, unless the filing is

di sapproved by the superintendent during that thirty-day period.

(B) Any association organi zed under this section, fromtine
to tinme, nay assess upon and collect fromits nenbers or other
responsi bl e parties suns of noney that are necessary to pay
expenses and | osses that occur, or are anticipated to occur, from
those covered perils. The assessnent and col |l ection of those suns
of nmoney shall be regulated by the constitution of the association
adopt ed under section 3939.06 of the Revised Code. The
constitution shall require the assessnents to be nmade directly and
specifically upon the nenbers or other responsible parties, and to
be paid by themout of any funds paid to or deposited with the
association in anticipation of assessnents. Any associ ation
organi zed under this section nay borrow noney for the paynent of
| osses and associ ated expenses, but those |oans shall not be nmade
for a period of time that extends beyond the collection of the

associ ation's next assessment.

(O Any association organi zed under this section nay

accumul ate a surplus fromits assessnents. Fhat Except as provided

in division (D) of this section, that surplus and all other funds

recei ved or accunul ated in the course of business shall be

i nvest ed under sections 3925.05 and 3925.08 of the Revi sed Code.
Upon prior approval of the superintendent of insurance, the

associ ation may invest that surplus and those other funds in real
estate for the association's conveni ent accommodation in the
transaction of its business. The association shall not have at any

one tinme nore than ten per cent of its admtted assets invested in
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real estate.

(D) An_association organi zed under this section may seek

perm ssion fromthe superintendent of insurance to invest funds

under Chapter 3906. of the Revised Code and may invest funds under

that chapter if such perm ssion is granted.

(E) Any association organi zed under this section may insure
farm bui l di ngs, residential and detached dwel | ings, outbuildings,
churches, township buildings, grange buildings, farm nachinery,
equi prent, and other farm personal property, household goods and
personal effects, pleasure and utility vehicles, and other sinilar
property, except notor vehicles titled or capable of being titled
for use on public roads and property used exclusively for

commerci al or industrial purposes.

The property described in this division my be classified
only for the purpose of deternining and | evying assessnents, and
that property nmay be located within or without the limts of any

nmuni ci pal corporation.

{BE-(F) Any association organi zed under this section nmay
coll ect a charge on each contract of insurance in accordance with
its constitution adopted under section 3939.06 of the Revised
Code.

--(G Any association organi zed under this section may nake
contracts of reinsurance for the kinds of insurance authorized by
sections 3939.01 to 3939.11 of the Revised Code or accept

rei nsurance on any portion of that insurance.

Sec. 3953.15. Fhe (A) Except as provided in division (B) of

this section. the unearned premiumreserve of a title insurance

conpany shall be invested in accordance with sections 3925.05 to
3925.08, inclusive, of the Revised Code.

(B) Atitle insurance conpany nmay seek pernission fromthe
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superintendent of insurance to invest funds under Chapter 3906. of

the Revised Code and may invest funds under that chapter if such

pern ssion i s granted.

Section 2. That existing sections 1751.25, 3901. 043,
3901. 045, 3901.17, 3901.32, 3901.321, 3901.33, 3901.34, 3901.341
3901. 35, 3901.36, 3901.62, 3901.63, 3901.64, 3903.72, 3903.721
3903. 83, 3907.14, 3913.01, 3913.34, 3915.04, 3915.071, 3915.072,
3921. 21, 3925.08, 3939.01, and 3953. 15, and sections 3907.09,
3907. 10, 3907.11, and 3907. 13 of the Revised Code are hereby

repeal ed.

Section 3. Sections 3901.371 to 3907.378 of the Revised Code,
as enacted in this act, shall take effect on January 1, 2015. The
first filing of the own risk and sol vency assessnent sumrary
report, as required by section 3901. 375 of the Revised Code, shal
be in 2015.

Section 4. The intent of the General Assenbly, in enacting
this act is to protect and to further the interests of insureds,
creditors, and the general public by providing, with mninum
interference with managenent initiative and judgnent, prudent
standards for the devel opment and administration of insurer

i nvest ment prograrns.

Section 5. This act shall be known as the "Chio | nsurer

| nvest nent Act."

Section 6. The Superintendent of Insurance shall adopt rules
in accordance with Chapter 119. of the Revised Code to inpl enent
the amendnments to sections 3901. 62, 3901.63, and 3901. 64 of the
Revi sed Code as enacted in this act and to inplenent new sections
3901. 621 and 3901. 631 of the Revised Code as enacted in this act.
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It is the intent of the General Assenbly in mandating the adoption
of these rules that the Superintendent adopt rules that are
substantially sinlar to those portions of the Credit for

Rei nsurance Mddel Regul ation, #786, as approved by the Nationa
Associ ation of Insurance Conmi ssioners on Novenber 6, 2011, that

t he Rei nsurance Task Force of the National Association of

| nsurance Conm ssioners approved on May 4, 2012, as key el enents

for purposes of accreditation.

Section 7. Notwi thstanding division (V)(3) of section 3907.14
and division (L)(3) of section 3925.08 of the Revised Code, an
insurer that is engaged in derivative transactions, pursuant to a
derivative use plan approved by that insurer's board of directors,
prior to the effective date of this act, may continue to engage in
derivative transactions pursuant to that derivative use plan for a
period of no | onger than one hundred twenty days after the

effective date of this act.
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