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The Common Sense Initiative was establishgdExecutive Order 2011-01K and placed within

the Office of the Lieutenant Governor.

Under the CSI Initiative, agencies should balance the

critical objectives of all regulations with the costs of compliance by the regulated parties.
Agencies should promote transpargnconsistency, predictabilityand flexibility in regulatory
activities. Agencies should ipritize compliance over punishmierand to that end, should

utilize plain language in the@evelopment of regulations.

Regulatory | ntent

1. Please briefly describe the dradégulation in plain language.

Please include the key provisions of thgulation as well as any proposed amendments.

The rules establish procedures certain domestic stock insurance companies must follow
when soliciting proxy, consent or authorizatioffom security holders. The rules clarify

the required information to be filed with # Department of Insurance and provided to the
security holders in proxy statements anchet information distributed about meetings and
proposed actions, including anndaneetings and/or electionsieetings. The rule chapter
applies to domestic stock insurance companiewving at least 50 shareholders. However,
companies that file with the Securitiend Exchange Commission are exempt.
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CSI — Business Impact Analyst

Recommending technical amendments tdes 3901-2-13 and 3901-2-15 to correct errors
in the instructions. The errors in 3901-2-13 @ word omission and two spelling errors in
sections (L); (M)(2); and (N)(2).

Rule 3901-2-15 in part instructs what is required in an information statement regarding an
upcoming meeting, stating that informatiomequired in 3901-2-13 and also relating to
actions to be taken at the meeting must ineluded. Paragraph (B provides exclusion
paragraphs from 3901-2-13 because those pieces of information do not relate to actions to
be taken at the meeting. However, the paragins are incorrectly referenced. Technical
amendment strikes the letters (B(D), and (E) and inserts théetters (C), (E), and (F).

This change aligns the rule with model law.

2. Please list the Ohio statwaethorizing the Agency tadopt this regulation.

Section 3901.041 of the Ohio Revised Codegd amplifies section 3901.31 of the Ohio
Revised Code.

3. Does the regulation implement a federal requiremerit? Yes [X No
Is the proposed regulation beingoated or amended to enable ttate to obtain or maintain
approval to administer and enforce a fedal or to participatén a federal program?
[] Yes [X] No

If yes, please briefly explain the soussal substance of the federal requirement.
Not applicable.

4. If the regulation includes pvisions not specifically wired by the federal government,
please explain the rationale foroeeding the federal requirement.

Not applicable.

5. What is the public purpose for this regulatioe.(iwhy does the Agency feel that there needs
to be any regulation in this area at all)?

The purpose of the chapter is to clarifgnd establish a procaesfor domestic stock
insurance companies to comply with statuyorequirements regarding proxy statements
and information that must befiled with the Department ofinsurance and provided to
shareholders when there are proposed actions requiring shareholder votes.

6. How will the Agency measure the success of this regulation in terms of outputs and/or
outcomes?

The Department will measure success by fews no complaints from shareholders
regarding adequate access to informatioggarding proxies sought by companies.

77 SOUTH HIGH STREET | 30TH FLOOR | COLUMBUS, OHIO 43215-6117
CSIOhio@governor.ohio.gov

Page 2 of 5



CSI — Business Impact Analyst

Development of the Requlation

7. Please list the stakeholders included by the Agen the development or initial review of

9.

the draft regulation. If applicable, please include ¢hdate and medium by which the
stakeholders were initially contacted.

The chapter applies exclusively to those dotiestock insurance companies that do not
file proxy information with the Securitieand Exchange Commission, and which are not
owned or controlled by a parent for affiliate company. The Department posted the rule
chapter on its website for public reviewnd made trade associations representing
insurance companies aware the rules wereedfor five year review. In addition, in
February 2014, an email requesting comment oretrule was sent toarious stakeholders,
interested parties, and trade associationsomiigned up for updates on the Department's
rules and bulletins. On April 28, 2014, the Depiarent held a publianformation meeting

to facilitate comments, questions and concerns.

What input was provided by the stakeholdeand how did that input affect the draft
regulation being proposed by the Agency?

Stakeholders did not express concerns or submit requests for any additional changes.
There have also been no inquiries or reqtegor additional information on the rules in

this chapter. In addition, Department staff has not received additional inquiries or
concerns regarding ability to complyith or understand the requirements.

What scientific data was used to develop rile or the measurable outcomes of the rule?
How does this data suppahte regulatiorbeing proposed?

Ohio Revised Code requires domestioocit insurance companies with at least 50
shareholders to provide proxy statemergspporting information and notice of upcoming
meeting to shareholders in advance wheere&ing proxy votes. Statute requires the
Department to receive information and @vide rules regarding instructions and
procedures for providing required infanation and submitting to the Department.

10.What alternative regulations (or specific pross within the regulégon) did the Agency

consider, and why did it deternarthat these alternatives weret appropriate? If none, why
didn’t the Agency consideegulatory alternatives?

Ohio Revised Code requires the rules to dése the enclosed procedures that impacted
domestic stock insurance companies must provide to remain statutorily compliant. The
rule is consistent with the National gsociation of Insurance Commissioners model
language, which is developed collaboratiyelwith a broad range of stakeholders.
Alternative regulation could cause confusion @ompliance issues, and would therefore be
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inappropriate. The recommended amendnis to rules 3901-2-13 and 3901-2-15 are
technical changes to correct instructions for accuracy.

11.Did the Agency specifically consider a performance-based regulation? Please explain.
Performance-based regulations define the required outcome, but don’t dictate the process
the regulated stakeholders must use to achieve compliance.

The chapter cannot be performarebased regulations as the statutory requirement is that
impacted companies provide and the Departmexntiew specific and required information
to be provided to shaholders regarding proxies.

12.What measures did the Agency take to ensheg this regulation does not duplicate an
existing Ohio regulation?
The Department reviewed Ohio statutes and rules and determined that the chapter does not
duplicate other regulations.

13.Please describe the Agency’s plan for iempéntation of the regation, including any
measures to ensure that the regulatiomapplied consistently and predictably for the
regulated community.
The rule will be applied consistently a@npredictably as the impacted companies are
required to distribute to shareholders and provide to the Department standard information
specific to the company’s requests for proxy votes.

Adverse I mpact to Business

14.Provide a summary of the estimated cost of d@npe with the rule. Specifically, please do
the following:

a. ldentify the scope of the impacted business community;

b. ldentify the nature of the adverse impacg(elicense fees, firsge employer time for
compliance); and

c. Quantify the expected adverisepact from the regulation.
The adverse impact can be quantified in ®mwh dollars, hours to comply, or other
factors; and may be estimated for themtire regulated population or for a
“representative business.” Please include the source for your information/estimated
impact.

When soliciting proxy votes, domestic skoénsurance companies with at least 50
shareholders are required by statute to pige information on the proxy request and the
meeting seeking shareholder votes. The estedacost is nominal ad limited to time and

resources to compile and distribute informatio.he rule provides details and instructions
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15.

on the content of the required informatioand does not require additional actions from
the company other than what is required under law.

Why did the Agency determine that the regulatiognt justifies the adverse impact to the
regulated business community?

Statute requires the distribution of informatiowlarified in the chapter of rules to ensure
shareholders receive adequate informatiorelated to company actions that require
shareholder votes.

Regulatory Flexibility

16.

17.

18.

Does the regulation provide any exemptionsalbernative means of compliance for small
businesses? Please explain.

Yes. The requirements affect domesstock insurance compaas with at least 50
shareholders and are specific to informatiorelated to actions of the companies that
require shareholder votes.

How will the agency apply Ohio Revised Cazkction 119.14 (waiver of fines and penalties
for paperwork violations and first-time offders) into implementation of the regulation?

The Department will provide oversight to $taegarding proxy materials and will allow
waivers as appropriate under the statute.

What resources are available to assistlidnusinesses with compliance of the regulation?

Department staff is avadble to answer questions regardleskthe size obusiness. This
chapter of rules specifically impacts domessitock insurance compangwith at least 50
shareholders.

77 SOUTH HIGH STREET | 30TH FLOOR | COLUMBUS, OHIO 43215-6117
CSIOhio@governor.ohio.gov

Page 5 of 5



