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Chair Wilson, Vice Chair Lang, Ranking Member Craig and members of the Senate
Financial Institutions, Insurance, and Technology Committee, thank you for the
opportunity to testify in strong support to Senate Bill 306.

I am Michael Farley, and 1 have the distinct honor to serve as the Vice President,
Government Affairs and General Counsel for the Ohio Insurance Institute (“OII””). The
OII is a trade and information association of more than 55 Ohio-based property and
casualty insurance companies and related affiliate organizations. OIl members write
approximately 90% of auto insurance in Ohio and 81% of home insurance. And OII
members write more than three-quarters of the commercial insurance in the state.

As Sen. Lang mentioned in his sponsor testimony, this may be the most boring legislation
you consider during the 136" Ohio General Assembly, but it is vitally important,
nonetheless. It is so critical that Ohio’s insurance regulatory codes be kept up to date.
Perhaps now more than ever, technology plays such a central role in the progress of
insurance.

I will briefly highlight the critical components of SB 306 below.

Towing Statute:

Just over nine years ago, the Ohio General Assembly created a process in the Revised Code
that allows insurers to go to a municipal or county court to gain prompt possession of
vehicles held hostage by unscrupulous towers. This creation has worked wonders for both
insurers and towers.

After nine years we have discovered there are critical areas that need to be addressed. In
consultation with our colleagues representing the towers, we bring the following
enhancements:

e The language extends the timeline where an insurer must file an action from 30 days
to 45 days.

e [t prohibits a towing service or storage facility from adding additional storage or
related fees once an insurer files an action on a disputed bill.



e We changed the language from “may” to “shall” and would now require a court to
penalize a towing service or storage facility that does not release the vehicle to the
owner as required under the statute.

e And the language maintains that all actions, regardless of value, will stay in the
municipal and county courts.

Electronic Signatures:

This provision allows an insurer to use an electronic signature to comply with any signature
requirement found in the Revised Code. This is viewed as a clean-up, or code
modernization. Most instances already allow for electronic signature, but every once in a
while, we find a situation that still requires a “wet signature.”

Repair Facility Consumer Protection:

As a first principle of discussion, insurers deal with many reputable repair shops all
throughout Ohio. However, insurers are finding some consistent themes that stand in the
way of consumers receiving their vehicles promptly. This bill does the following in this
arena:

e A repair facility would not be permitted to require a consumer to sign a contract that
does any of the following:

o Interferes with a policy of insurance;

o Limits, interferes, or prohibits an insurer or consumer from commencing a
civil action against a towing service or storage facility—or other equitable
claims or a writ of replevin;

o Requires a consumer to pay the legal fees of the repair facility for filing any
action designed to return the vehicle to the consumer;

o Or prohibits the consumer from transferring the title of the vehicle the
consumer owns.

e The legislation would prohibit a repair shop, or the agent of a repair shop, from
obtaining an assignment of benefits, or power of attorney from a consumer;

e Once a vehicle has been deemed a total loss, the repair facility could no longer add
additional fees to the bill.

e A repair shop would be required to provide prompt access to the vehicle by the
insurer for the purposes of inspection and valuation of the vehicle to determine the
state of loss. This access is limited to normal business hours.

e Language was added to make clear that violations are unfair and deceptive practices
and subject to the Ohio Consumer Sales Practices Act; this is largely a clarification,
but a clarification that is needed.

Ohio Assigned Risk Plan Updates:
The Ohio Assigned Risk Plan (“OARP”) is a statutorily created market of last resort for
automobiles and trucks in Ohio. Due in large part to the competitive nature of Ohio’s
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insurance market, and the nationally leading low premium rates, we only have one personal
auto policy in the Plan.

Several years ago, we started seeing a marked increase in trucking applications. Many of
these have led us to discover that there are efforts all over the country to defraud the
respective markets of last resorts to gain cheap coverage where they are otherwise
ineligible. To properly gain access to the OARP, an applicant must have been denied
coverage by five insurers or as many insurers as the respective agents represent.

The language in SB 306, in several instances, codifies practices already established under
the Manual of Operations. The Manual of Operations is approved by the Ohio Department
of Insurance. As we have attempted to deal with those we suspect of committing fraudulent
activity involving the Plan, we have found a need to codify these provisions to assist in
preventing future harm to the Plan.

Highlights of the changes being proposed include:

¢ A submitting agent would be required to attest that all information submitted in the
application is true and accurate. If an agent is found to have submitted an application
with false or inaccurate information, the Plan Manager could prevent them from
submitting future applications.

e Significantly, the amended language would allow the Plan to underwrite more like
a traditional insurance company. The Plan would now be able to a seek additional
information (and proof of that information), and require the use of post-underwriting
controls like the inclusion of safety devices, or other underwriting restriction.

e [fthe Plan Manager discovers that an insurer in the admitted or non-admitted market
would take a given risk, the Plan Manager would be able to place the risk with that
insurer. This is consistent with the principle that this is the market of last resort.

e Finally, the bill would clarify in Ohio law that knowingly submitting or submitting
with the purpose to defraud the Plan is subject to Ohio’s Insurance Fraud statute.
This includes submitting false, manufactured, or manipulated, or otherwise
inaccurate information to the Plan.

Special Purpose Financial Captive Modifications:
This change would allow the Superintendent of Insurance to admit an unimpaired asset
held by a special purpose financial captive or other affiliate for the purposes of reinsurance.
This change codifies a current practice that allows the ODI to permit this practice.
Codification provides transparency and grants an insurer predictable treatment under the
insurance accounting rules for credit for reinsurance.




Licensure of Unaffiliated Agents:

As Sen. Lang described when this provision was previously amended into SB 306, this
language would allow for the licensure of those unaffiliated agents that pass the Series 65
and maintain good conduct.

Mr. Chairman, there is a lot in this bill. None of this should be controversial -- and to once
again quote Sen. Lang, this bill is pretty “boring.” Nonetheless, the continued maintenance
of the insurance code through bills such as this is a key reason why Ohio is looked upon as
one of the top states in the nation in which to conduct the business of insurance.
Incidentally, this is also why we enjoy some of the least expensive insurance premiums in
the nation.

Thank you again for the opportunity to testify. I am happy to entertain any questions.



