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A BILL

To amend sections 3901.381, 3956.01, and 3956.04,
to enact new section 3907.12, and to repeal
section 3907.12 of the Revised Code to make
changes to the health coverage benefit limits
and coverage exclusions for life and health
insurance guaranty associations, to amend the
law relating to reinsurance contracts, to update
prompt payment requirements, to make changes to
the effective date of a provision relating to

subrogation, and to declare an emergency.

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

Section 1. That sections 3901.381, 3956.01, and 3956.04 be
amended and new section 3907.12 of the Revised Code be enacted

to read as follows:

Sec. 3901.381. (A) Except as provided in sections
3901.382, 3901.383, 3901.384, and 3901.386 of the Revised Code,

a third-party payer shall process a claim for payment for health
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care services rendered by a provider to a beneficiary in

accordance with this section.

(B) (1) Unless division (B) (2) or (3) of this section
applies, when a third-party payer receives from a provider or
beneficiary a claim on the standard claim form prescribed in
rules adopted by the superintendent of insurance under section
3902.22 of the Revised Code, the third-party payer shall pay or
deny the claim not later than thirty days after receipt of the
claim. When a third-party payer denies a claim, the third-party
payer shall notify the provider and the beneficiary. The notice
shall state, with specificity, why the third-party payer denied

the claim.

(2) (a) Unless division (B) (3) of this section applies,
when a provider or beneficiary has used the standard claim form,
but the third-party payer determines that reasonable supporting
documentation is needed to establish the third-party payer's
responsibility to make payment, the third-party payer shall pay
or deny the claim not later than forty-five days after receipt
of the claim. Supporting documentation includes the verification
of employer and beneficiary coverage under a benefits contract,
confirmation of premium payment, medical information regarding
the beneficiary and the services provided, information on the
responsibility of another third-party payer to make payment or
confirmation of the amount of payment by another third-party
payer, and information that is needed to correct material
deficiencies in the claim related to a diagnosis or treatment or

the provider's identification.

Not later than thirty days after receipt of the claim, the
third-party payer shall notify all relevant external sources

that the supporting documentation is needed. All such notices
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shall state, with specificity, the supporting documentation
needed. If the notice was not provided in writing, the provider,
beneficiary, or third-party payer may request the third-party
payer to provide the notice in writing, and the third-party
payer shall then provide the notice in writing. If any of the
supporting documentation is under the control of the
beneficiary, the beneficiary shall provide the supporting

documentation to the third-party payer.

The number of days that elapse between the third-party
payer's last request for supporting documentation within the
thirty-day period and the third-party payer's receipt of all of
the supporting documentation that was requested shall not be
counted for purposes of determining the third-party payer's
compliance with the time period of not more than forty-five days
for payment or denial of a claim. Except as provided in division
(B) (2) (b) of this section, if the third-party payer requests
additional supporting documentation after receiving the
initially requested documentation, the number of days that
elapse between making the request and receiving the additional
supporting documentation shall be counted for purposes of
determining the third-party payer's compliance with the time

period of not more than forty-five days.

(b) If a third-party payer determines, after receiving
initially requested documentation, that it needs additional
supporting documentation pertaining to a beneficiary's
preexisting condition, which condition was unknown to the third-
party payer and about which it was reasonable for the third-
party payer to have no knowledge at the time of its initial
request for documentation, and the third-party payer
subsequently requests this additional supporting documentation,

the number of days that elapse between making the request and
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receiving the additional supporting documentation shall not be 78
counted for purposes of determining the third-party payer's 79
compliance with the time period of not more than forty-five 80
days. 81
(c) When a third-party payer denies a claim, the third- 82
party payer shall notify the provider and the beneficiary. The 83
notice shall state, with specificity, why the third-party payer 84
denied the claim. 85
(d) If a third-party payer determines that supporting 86
documentation related to medical information is routinely 87
necessary to process a claim for payment of a particular health 88
care service, the third-party payer shall establish a 89
description of the supporting documentation that is routinely 90
necessary and make the description available to providers in a 91
readily accessible format. 92
Third-party payers and providers shall, in connection with 93
a claim, use the most current CPT code in effect, as published 94
by the American medical association, the most current ICD-810 95
code in effect, as published by the United States department of 96
health and human services, the most current CDT code in effect, 97
as published by the American dental association, or the most 98
current HCPCS code in effect, as published by the United States 99
health care financing administration. 100
(3) When a provider or beneficiary submits a claim by 101
using the standard claim form prescribed in the superintendent's 102
rules, but the information provided in the claim is materially 103
deficient, the third-party payer shall notify the provider or 104
beneficiary not later than fifteen days after receipt of the 105
claim. The notice shall state, with specificity, the information 106

needed to correct all material deficiencies. Once the material 107
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deficiencies are corrected, the third-party payer shall proceed

in accordance with division (B) (1) or (2) of this section.

It is not a violation of the notification time period of
not more than fifteen days if a third-party payer fails to
notify a provider or beneficiary of material deficiencies in the
claim related to a diagnosis or treatment or the provider's
identification. A third-party payer may request the information
necessary to correct these deficiencies after the end of the
notification time period. Requests for such information shall be
made as requests for supporting documentation under division (B)
(2) of this section, and payment or denial of the claim is

subject to the time periods specified in that division.

(C) For purposes of this section, i1if a dispute exists
between a provider and a third-party payer as to the day a claim
form was received by the third-party payer, both of the

following apply:

(1) If the provider or a person acting on behalf of the
provider submits a claim directly to a third-party payer by mail
and retains a record of the day the claim was mailed, there
exists a rebuttable presumption that the claim was received by
the third-party payer on the fifth business day after the day

the claim was mailed, unless it can be proven otherwise.

(2) If the provider or a person acting on behalf of the
provider submits a claim directly to a third-party payer
electronically, there exists a rebuttable presumption that the
claim was received by the third-party payer twenty-four hours
after the claim was submitted, unless it can be proven

otherwise.

(D) Nothing in this section requires a third-party payer
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to provide more than one notice to an employer whose premium for
coverage of employees under a benefits contract has not been

received by the third-party payer.

(E) Compliance with the provisions of division (B) (3) of
this section shall be determined separately from compliance with

the provisions of divisions (B) (1) and (2) of this section.

(F) A third party payer shall transmit electronically any
payment with respect to claims that the third party payer
receives electronically and pays to a contracted provider under
this section and under sections 3901.383, 3901.384, and 3901.386
of the Revised Code. A provider shall not refuse to accept a
payment made under this section or sections 3901.383, 3901.384,
and 3901.386 of the Revised Code on the basis that the payment

was transmitted electronically.

Sec. 3907.12. (A) As used in this section:

(1) "Assumption reinsurance" means the transfer of an

insurance contract from a domestic life insurance company to a

life insurance company authorized to do business in this state.

(2) "Individual risk" includes any policy, annuity, or

contract issued pursuant to section 3907.15 of the Revised Code.

(B) Except as provided in division (C) of this section, a

domestic life insurance company shall not reinsure, by agreement

or modification to an existing agreement, either of the

following without the prior approval of the superintendent of

insurance:

(1) More than eighty per cent of an individual risk to a

company authorized to transact the business of insurance in this

state;
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(2) Anvy part of an individual risk to a company that is

not authorized to transact the business of insurance in this

state.

(C) Division (B) of this section shall not apply to either

of the following:

(1) Reinsurance agreements or modifications thereto in

which either of the following applies:

(a) The reinsurance premium or the change in the domestic

life insurance company's liabilities is less than five per cent

of the domestic life insurance company's surplus as regards

policy holders as of the thirty-first day of December next

preceding.

(b) The projected reinsurance premium or projected change

in the domestic life insurance company's liabilities in any of

the next three vears is less than five per cent of the domestic

life insurance company's surplus as regards policvholders as of

the thirty

-first day of December next preceding.

(2) Reinsurance agreements, or modifications to an

agreement,

as the result of a facultative provision with an

authorized

reinsurer.

(D) Any domestic life insurance company may, with the

written consent of the superintendent, enter into a contract of

reinsurance by which all of the domestic life insurance

company's obligations or risks, or the obligations or risks of a

product line or subset thereof, for in-force policies are

assumed by

another life insurance company with the intent of

effecting a novation, commonly referred to as assumption

reinsurance.

Sec.

3956.01. As used in this chapter:
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(A) "Account" means either of the two accounts created 194
under section 3956.06 of the Revised Code. 195
(B) "Contractual obligation" means any obligation under a 196
policy, contract, or certificate under a group policy or 197
contract, or portion of the policy or contract, for which 198
coverage 1is provided under section 3956.04 of the Revised Code. 199
(C) "Covered policy or contract" means any policy, 200
contract, or group certificate within the scope of section 201
3956.04 of the Revised Code. 202
(D) "Impaired insurer" means a member insurer that, after 203
November 20, 1989, is not an insolvent insurer+ and +te—whiech— 204
H—Fhe—drsurer—is—econsidered—by—thesSuperintendent—+to—be— 206
potertisi iy —ureabte—to—fulfill—its—econtractuat—obligationss 207
2 —TFhe—dnsurer—is placed under an order of rehabilitation 208
or conservation by a court of competent jurisdiction. 209
(E) "Insolvent insurer" means a member insurer that, after 210
November 20, 1989, is placed under an order of liquidation by a 211
court of competent jurisdiction with a finding of insolvency. 212
(F) (1) "Member insurer" means any insurer that holds a 213
certificate of authority or is licensed to transact in this 214
state any kind of insurance for which coverage is provided under 215
section 3956.04 of the Revised Code, and includes any insurer 216
whose certificate of authority or license in this state may have 217
been suspended, revoked, not renewed, or voluntarily withdrawn 218
after November 20, 1989. 219
(2) "Member insurer" does not include any of the 220

following: 221
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(a) A health insuring corporation;
(b) A fraternal benefit society;

(c) A self-insurance or joint self-insurance pool or plan

of the state or any political subdivision of the state;
(d) A mutual protective association;
(e) An insurance exchange;

(f) Any person who qualifies as a "member insurer" under
section 3955.01 of the Revised Code and who does not receive

premiums on covered policies or contracts;

(g) Any entity similar to any of those described in

divisions (F) (2) (a) to (f) of this section.

(3) "Member insurer" includes any insurer that operates
any of the entities described in division (F) (2) of this section
as a line of business, and not as a separate, affiliated legal

entity, and otherwise qualifies as a member insurer.

(G) "Premiums" means amounts received on covered policies
or contracts, less premiums, considerations, and deposits
returned on the policies or contracts, and less dividends and
experience credits on the policies and contracts. "Premiums"

does not include either of the following:

(1) Any amounts in excess of one million dollars received
on any unallocated annuity contract not issued under a
governmental retirement plan established under Section 401,
403 (b), or 457 of the "Internal Revenue Code of 1986," 100 Stat.

2085, 26 U.S.C.A. 1, as amended;

(2) Any amounts received for any policies or contracts or

for the portions of any policies or contracts for which coverage
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is not provided under section 3956.04 of the Revised Code.
Division (G) (2) of this section shall not be construed to
require the exclusion, from assessable premiums, of premiums
paid for coverages in excess of the interest limitations
specified in division (B) (2) (c) of section 3956.04 of the
Revised Code or of premiums paid for coverages in excess of the
limitations with respect to any one individual, any one
participant, or any one contract holder specified in division

(C) (2) of section 3956.04 of the Revised Code.

(H) "Resident" means any person who resides in this state
at the time a member insurer is determined to be an impaired or
insolvent insurer and to whom a contractual obligation is owed.
A person may be a resident of only one state, which, in the case
of a person other than a natural person, shall be its principal

place of business._Citizens of the United States who are either

residents of a foreign country or residents of a United States

possession, territory, or protectorate that does not have an

association similar to the association created by this chapter

shall be considered residents of the state of domicile of the

insurer that issued the policy or contract.

(I) "Structured settlement annuity" means an annuity

purchased in order to fund periodic payvments for a plaintiff or

other claimant in payment for or with respect to personal injury

suffered by the plaintiff or other claimant.

(J) "Subaccount" means any of the three subaccounts
created under division (A) of section 3956.06 of the Revised

Code.

+F—(K) "Supplemental contract" means any agreement
entered into for the distribution of policy or contract

proceeds.
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+¥3—(L) "Unallocated annuity contract" means any annuity
contract or group annuity certificate that is not issued to and
owned by an individual, except to the extent of any annuity
benefits guaranteed to an individual by an insurer under that

contract or certificate.

Sec. 3956.04. (A) This chapter provides coverage, by the
Ohio life and health insurance guaranty association, for the
policies and contracts specified in division (B) of this section

to all of the following persons:

(1) Persons who are the beneficiaries, assignees, or
payees of the persons covered under division (A) (2) of this
section, regardless of where they reside, except for nonresident

certificate holders under group policies or contracts;

(2) Persons who are owners of or certificate holders under

the policies or contracts_other than structured settlement

annuities, or, in the case of unallocated annuity contracts, the
persons who are the contract holders, if either of the following

applies:
(a) The persons are residents of this state;

(b) The persons are not residents of this state and all of

the following conditions apply:

(i) The insurers that issued the policies or contracts are

domiciled in this state;

(ii) At the time the policies or contracts were issued,
the insurers did not hold a license or certificate of authority

in the states in which the persons reside;

(iii) The states have associations similar to the

association created by section 3956.06 of the Revised Code;
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(iv) The persons are not eligible for coverage by those 307
associations. 308

(3) Persons who are pavees, or the beneficiary of a pavee 309
if the payee is deceased, under a structured settlement annuity 310
if the pavee is a resident of this state, regardless of where 311
the contract owner resides; 312

(4) Persons who are pavees, or the beneficiary of a pavee 313
if the payee is deceased, under a structured settlement annuity 314
if the payvee is not a resident of this state, but both of the 315
following are true: 316

(a) The contract owner of the structured settlement 317
annuity is a resident of this state or, if the contract owner of 318
the structured settlement annuity is not a resident of this 319
state, the insurer that issued the structured settlement annuity 320
is domiciled in this state and the state in which the contract 321
owner resides has an association similar to the association 322
created by this chapter. 323

(b) The pavee, the beneficiary, and the contract owner are 324
not eligible for coverage by the association of the state in 325
which the payee or contract owner resides. 326

(5) Persons who are pavees or beneficiaries of a contract 327
owner resident of this state to the extent coverage is provided 328
under division (A) (4) of this section, unless the pavee or 329
beneficiary is afforded any coverage by the association of 330
another state. 331

This chapter is intended to provide coveradge to a person 332
who is a resident of this state and, in special circumstances, 333
to a nonresident. To avoid duplicate coverage, if a person who 334

would otherwise receive coverage under this chapter receives 335
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coverage under the laws of another state, the person shall not

be provided coverage under this chapter. In determining the

application of the provisions of this chapter in situations in

which a person could be covered by the association of more than

one state, whether as an owner, pavee, beneficiary, or assignee,

this chapter shall be construed in conjunction with other state

laws to result in coveradge by only one association.

(B) (1) This chapter provides coverage to the persons
specified in division (A) of this section for direct, nongroup
life, health, or annuity—anmd—suppltemental policies or
contracts, for certificates under direct group policies and

contracts, for supplemental contracts to any of the preceding,

and for unallocated annuity contracts, in each case issued by

member insurers, except as otherwise limited in this chapter.
Annuity contracts and certificates under group annuity contracts
include, but are not limited to, guaranteed investment
contracts, deposit administration contracts, unallocated funding

agreements, allocated funding agreements, structured settlement

agreements,—tTottery—econtraets_annuities, annuities issued to or

in connection with government lotteries, and any immediate or

deferred annuity contracts.

(2) This chapter does not provide coverage for any of the

following:

(a) Any portion of a policy or contract not guaranteed by
the insurer, or under which the risk is borne by the policy or

contract holder;

(b) Any policy or contract of reinsurance, unless

assumption certificates have been issued;

(c) Any portion of a policy or contract to the extent that
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the rate of interest on which it is based:

(i) Averaged over the period of four years prior to the
date on which the association becomes obligated with respect to
the policy or contract or if the policy or contract has been
issued for a lesser period averaged over that period, exceeds
the rate of interest determined by subtracting two percentage
points from the monthly average-corporates as published by
Moody's investors service, inc., or any successor to that

service, averaged for the same period;

(ii) On and after the date on which the association
becomes obligated with respect to the policy or contract,
exceeds the rate of interest determined by subtracting three
percentage points from the monthly average-corporates as
published by Moody's investors service, inc., or any successor

to that service, as most recently available.

If the monthly average-corporates is no longer published,
the superintendent, by rule, shall establish a substantially

similar average.

(d) Any plan or program of an employer, association, or
similar entity to provide life, health, or annuity benefits to
its employees or members to the extent that the plan or program
is self-funded or uninsured, including but not limited to
benefits payable by an employer, association, or similar entity

under any of the following:

(1) A multiple employer welfare arrangement as defined in
section 534—-3(40) of the "Employee Retirement Income Security
Act of 1974," 88 Stat. 833, 29 U.S.C.A. 16641002 (40), as

amended;

(ii) A minimum premium group insurance plan;
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(iii) A stop-loss group insurance plan;
(iv) An administrative services only contract.

(e) Any portion of a policy or contract to the extent that
it provides dividends or experience rating credits, or provides
that any fees or allowances be paid to any person, including the
policy or contract holder, in connection with the service to or

administration of the policy or contract;

(f) Any policy or contract issued in this state by a
member insurer at a time when it was not licensed or did not
have a certificate of authority to issue the policy or contract

in this state;

(g) Any unallocated annuity contract issued to an employee
benefit plan protected under the federal pension benefit

guaranty corporation;

(h) Any portion of any unallocated annuity contract that
is not issued to or in connection with a governmental lottery or
a benefit plan of a specific employee, union, or association of

natural persons;

(1) Any policy or contract issued to or for the benefit of
a past or present director or officer within one year of the
filing of the successful complaint that the insurer was impaired

or insolvent;

(37) Any policy or contract issued by any entity described

in division (F) (2) of section 3956.01 of the Revised Code;

(k) Any policy or contract issued by a member insurer if
the member insurer is carrying on as a line of business, and not
as a separate legal entity, the activities of any entity

described in division (F) (2) of section 3956.01 of the Revised
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Code, and the policy or contract is issued as a product of those 422
activities; 423
(1) Any policy or contract providing hospital, medical, 424
prescription drug, or other health care benefits pursuant to 42 425
U.S.C. Chapter 7, Title XVIII, Parts C and D and any 426
corresponding regqulations. 427
(C) The benefits for which the association may become 428
liable shall not exceed the lesser of either of the following: 429
(1) The contractual obligations for which the insurer is 430
liable or would have been liable if it were not an impaired or 431
insolvent insurer; 432
(2) (a) With respect to any one life, regardless of the 433
number of policies or contracts: 434
(1) Three hundred thousand dollars in life insurance death 435
benefits, but not more than one hundred thousand dollars in net 436
cash surrender and net cash withdrawal values for life 437
insurance; 438
(1ii) One hundred thousand dollars in health insurance 439
benefits _other than basic hospital, medical, and surgical 440
insurance, major medical insurance, disability insurance, or 441
long-term care insurance, including any net cash surrender and 442
net cash withdrawal values; 443
(1ii) Three hundred thousand dollars in disability 444
insurance; 445
(iv) Three hundred thousand dollars in long-term care 446
insurance; 447
(v) Five hundred thousand dollars in basic hospital, 448

medical, and surgical insurance or major medical insurance; 449
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(vi) Two hundred fifty thousand dollars in the present
value of annuity benefits, including net cash surrender and net

cash withdrawal values.

(b) With respect to each individual participating in a
governmental retirement plan established under section 401,
403 (b), or 457 of the "Internal Revenue Code of 1986," 100 Stat.
2085, 26 U.S.C.A. 1, as amended, and covered by an unallocated
annuity contract, or the beneficiaries of each such individual
if deceased, in the aggregate, two hundred fifty thousand
dollars in present value annuity benefits, including net cash

surrender and net cash withdrawal values.

The association is not liable to expend more than three
hundred thousand dollars in the aggregate with respect to any
one individual under divisions (C) (2) (a)—amd—, (b), and (d) of

this section combined, except with respect to benefits for basic

hospital, medical, and surgical insurance and major medical

insurance under division (C) (2) (a) (v) of this section, in which

case the aggregate liability of the association shall not exceed

five hundred thousand dollars with respect to any one

individual.

(c) With respect to any one contract holder, covered by
any unallocated annuity contract not included in division (C) (2)
(b) of this section, one million dollars in benefits,
irrespective of the number of those contracts held by that

contract holder.

(d) With respect to each pavee of a structured settlement

annuity, or the beneficiary or beneficiaries of the payee if the

pavee is deceased, two hundred fifty thousand dollars in present

value of annuity benefits, in the aggregate, including net cash

surrender and net cash withdrawal values, if any.
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(D) The liability of the association is limited strictly
by the express terms of the policies or contracts and by this
chapter, and is not affected by the contents of any brochures,
illustrations, advertisements in the print or electronic media,
or other advertising material used in connection with the sale
of the policies or contracts, or by oral statements made by
agents or other sales representatives in connection with the
sale of the policies or contracts. The association is not liable
for extra-contractual damages, punitive damages, attorney's
fees, or interest other than as provided for by the terms of the
policies or contracts as limited by this chapter, that might be
awarded by any court or governmental agency in connection with

the policies or contracts.

(E) The protection provided by this chapter does not apply
where any guaranty protection is provided to residents of this
state by the laws of the domiciliary state or jurisdiction of

the impaired or insolvent insurer other than this state.

Section 2. That existing sections 3901.381, 3956.01, and
3956.04 and section 3907.12 of the Revised Code are hereby

repealed.

Section 3. Section 2323.44 of the Revised Code shall not
apply to multiple employer welfare arrangements, health insuring
corporations, or sickness and accident insurers authorized to do
business in this state under Title XVII or XXXIX of the Revised
Code with respect to any policy, contract, or agreement that is
delivered, issued for delivery, or renewed on or after the
effective date of this section through December 31, 2016.
Multiple employer welfare arrangements, health insuring
corporations, or sickness and accident insurers authorized to do

business in this state under Title XVII or XXXIX of the Revised
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Sub. S. B. No. 223
As Passed by the House

Code shall be subject to section 2323.44 of the Revised Code
with respect to any policy, contract, or agreement that is
delivered, issued for delivery, or renewed on or after January

1, 2017.

Section 4. This act is hereby declared to be an emergency
measure necessary for the immediate preservation of the public
peace, health, and safety. The reason for such necessity is that
those amendments are necessary to protect insurance consumers in
this state who would be affected by pending action that may
result in an insurer doing business in this state being found
insolvent and ordered into liquidation. Therefore, this act

shall go into immediate effect.

Section 5. Section 4 of this act applies only to Section 3
of this act and the amendment of sections 3956.01 and 3956.04 of

the Revised Code by this act.
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